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ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, ¢. B-3, ASAMENDED

IN THE MATTER OF THE NOTICE OF INTENTION TO
MAKE A PROPOSAL OF MUSKOKA GROWN LIMITED, A
CORPORATION INCORPORATED UNDER THE LAWS OF
ONTARIO

NOTICE OF MOTION

Muskoka Grown Limited (the "Applicant" or "Muskoka Grown") will make a motion
before the Honourable Justice Koehnen of the Ontario Superior Court of Justice (Commercial List)

on May 6, 2020, at 10:00am or as soon after that time as the motion can be heard.

PROPOSED METHOD OF HEARING: The motion is to be heard by videoconference as a
result of the COVID-19 pandemic.

THE MOTION IS FOR:

1. An order substantially in the form attached at Tab 3 of the motion record (the "NOI Process

Order"), inter alia:

(a) abridging the time for service of this notice of motion and the motion record and

dispensing with service on any person other than those served,

(b) approving a debtor-in-possession facility in the maximum amount of $4,000,000
(the "DIP Loan") and a super-priority charge on the current and future assets,
undertakings and property of the Applicant in respect of amounts borrowed under
the DIP Loan (the "DIP Lender's Charge");
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() approving a super-priority administration charge in the aggregate amount of
$300,000 on the current and future assets, undertakings and property of the
Applicant in favour of the Proposal Trustee (as defined below), counsel to the

Proposal Trustee and counsel to the Applicant (the "Administration Charge");

(d) approving a super-priority charge in favour of the Applicant's directors and officers
(the "Directors and Officers") in the aggregate amount of $200,000 (the

"Directors' Charge"); and

(e) extending the time for the Applicant to file a proposal under the BIA (as defined
below) and the corresponding stay of proceedings (the "Stay Extension")to and

including July 19, 2020;
2. Such further and other relief as this Honourable Court deems just;

THE GROUNDS FOR THE MOTION ARE:
Background

3. The Applicant is a privately held corporation incorporated under the  Business

Corporations Act (Ontario), R.S.0. 1990, c. B.16 and headquartered in Bracebridge Ontario;

4. The Applicant's business is focused on providing premium craft cannabis products, while

building meaningful connections within Muskoka Grown's community;

S. The Applicant has been cash flow negative since its inception and has relied on equity and
debt financing for funding. Notwithstanding the Applicant's efforts to date, Muskoka Grown has
not managed to achieve profitability and is now facing a liquidity crisis. The Applicant urgently
requires additional funding and protection from its creditors to avoid the immediate cessation of

its business. Muskoka Grown currently only has approximately $1,200;

6. To address its liquidity crisis the Applicant filed a notice of intention to make a proposal
(the "NOI") on May 5, 2020 pursuant to section 50.4 of the Bankruptcy andInsolvency Act,R.S.C.
1985, c. B-3, as amended (the "BIA"). A. Farber & Partners Inc. was appointed as the proposal
trustee under the NOI (in such capacity, the "Proposal Trustee");
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7. The Applicant believes that these NOI proceedings, supplemented by the additional relief
within the proposed NOI Process Order, provide the best means of rehabilitating Muskoka Grown's

business and are in the best interests of all of its stakeholders;
The DIP Loan and the DIP Lender's Charge

8. The Applicant requires the DIP Loan to satisfy its immediate payroll obligations, fund the
cost of its day-to-day operations, and develop a viable proposal for the restructuring of its business

for the benefit of its stakeholders;

0. Without the DIP Loan, the Applicant will not meet its payroll obligation and will be forced

to cease its going concern operations;

10. The Applicant's senior secured lender, Arthur Zwingenberger ("Zwingenberger"), is
supportive of these NOI proceedings and has agreed to provide the DIP Loan in the maximum

principal amount of $4,000,000;

11. The proposed DIP Loan is conditional upon, among other things, the provision of an order
of this Court approving the DIP Loan and granting the DIP Lender's Charge up to a maximum
amount of $4,000,000 that will rank in priority to all interests and encumbrances except the

Administration Charge and the Directors' Charge;

12. The Proposal Trustee is supportive of the DIP Loan and the DIP Lender's Charge and does

not believe that creditors will be prejudiced as aresult of its approval,
The Administration Charge

13. The beneficiaries of the proposed Administration Charge will each play distinct and critical
roles in Muskoka Grown's NOI proceedings and restructuring steps, including the development of
a proposal, and it is unlikely that they will participate in these NOI proceedings unless the
Administration Charge is granted to secure their fees and disbursements, particularly given that
the beneficiaries of the proposed Administration Charge do not have the benefit of retamners in

light of the Applicant's dire liquidity situation;
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14. The quantum of the proposed Administration Charge is reasonable in light of the
complexity of Muskoka Grown's business and the stringent statutory and regulatory environment

in which its business operates;

15. It is proposed that the Administration Charge will be in priority to all other interests and

encumbrances, including the DIP Lender's Charge and the Directors' Charge;

16. Muskoka Grown, the Proposal Trustee, and Zwingenberger are supportive of the

Administration Charge and its quantum;
The Directors’' Charge

17. The Applicant is seeking the Directors' Charge to secure the indemnity of its directors and

officers for habilities they may incur during these NOI proceedings;

18. The continued mvolvement of the Directors and Officers is essential to the success of these
NOI proceedings. Without the Directors' Charge, the Directors and Officers are unlikely to assume
the risks inherent to these NOI proceedings;

19. Muskoka Grown and the Proposal Trustee are supportive of the Directors' Charge and its

quantum;
The Stay Extension

20. The time for the Applicant to file a proposal and the corresponding stay of proceedings

expires on June 4, 2020;

21. The Applicant has acted, and is acting in good faith and with due diligence i seeking to

preserve its business on a going concern basis for the benefit of all stakeholders;

22. The Stay Extension will enhance the prospects of the Applicant being able to make a viable
proposal and will not materially prejudice any creditor if granted. Obtaining the Stay Extension at

this time will reduce professional fees, for the benefit of all stakeholders;

23. The Proposal Trustee and Zwingenberger support the granting of the Stay Extension;



OTHER GROUNDS:
24. The Proposal Trustee supports all of the relief sought by the Applicant on this motion;

25. The provisions of the BIA, including sections 50.4, 62(1), 64.1, 64.2, 65.13 and 69, and
the mherent and equitable jurisdiction of this Honourable Court;

26. Rules 1.04, 1.05, 2.03, 3.02, 16, 37 and 39 of the Ontario Rules of Civil Procedure, R.R.O
1990, Reg. 194; and

27. Such further and other grounds as counsel may advise and this honourable Court may

permit;

DOCUMENTARY EVIDENCE:

28. The following documentary evidence will be used at the hearing of the motion:
(a) the Affidavit of David Ascott sworn May 5, 2020, and the exhibits attached thereto;
(b) the First Report of the Proposal Trustee dated May 5, 2020; and

@) such further and other evidence as counsel may advise and this Court may permit.

May 5, 2020 BENNETT JONESLLP
One First Canadian Place

Suite 3400, P.O. Box 130
Toronto, Ontario
M5X 1A4

Sean Zweig (LSO# 573071)
Mike Shakra (LSO# 64604K)
Aiden Nelms (LSO# 74170S)

Tel:  416-863-1200
Fax: 416-863-1716

Lawyers for the Applicant
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ONTARIO
SUPERIOR COURT OF JUSTICE
(INBANKRUPTCY AND
INSOLVENCY) COMMERCIAL LIST

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

IN THE MATTER OF THE NOTICE OF INTENTION TO
MAKE A PROPOSAL OF MUSKOKA GROWN LIMITED, A
CORPORATION INCORPORATED UNDER THE LAWS OF
ONTARIO

AFFIDAVIT OF DAVID ASCOTT

I, David Ascott, of the city of Huntsville, in the Province of Ontario, MAKE OATH AND

SAY:

1. This Affidavit is made in support of an urgent motion by Muskoka Grown Limited
("Muskoka Grown" or the "Applicant”) for an Order (the "NOI Process Order") granting relief

under the Bankruptcy and Insolvency Act,R.S.C., 1985, c. B-3 as amended (the "BIA").

2. I am the Chief Financial Officer of Muskoka Grown and have served in this role since
January 2019. As such, | have personal knowledge of the matters deposed to herein. Where | have
relied on other sources for information, | have so stated and | believe them to be true. In preparing
this Affidavit, | have also consulted with Muskoka Grown's senior management team and Muskoka

Grown's legal and financial advisors.

3. All references to monetary amounts in this Affidavit are in Canadian dollars unless noted

otherwise.
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A. INTRODUCTION AND BACKGROUND

4. On May 5, 2020, Muskoka Grown filed a notice of intention to make a proposal (the
"NOI") pursuant to section 50.4 of the BIA. A. Farber & Partners Inc. is the proposal trustee under
the NOI (the "Proposal Trustee"). A copy of the NOI and the Certificate of Filing of a Notice of

Intention to Make a Proposal are attached hereto as Exhibit "A".

5. As further detailed below, Muskoka Grown filed the NOI in response to a liquidity crisis
it began to face within the last year, which has accelerated in light of recent global developments,
including the COVID-19 pandemic. Through these proceedings, Muskoka Grown intends to

address its immediate liquidity crisis and emerge as a going concern.

6. Muskoka Grown is a community-focused cannabis company committed to providing
premium craft cannabis products, while building meaningful connections within its community.
Muskoka Grown operates a purpose built 65,000 sg. ft. cannabis cultivation and processing facility
in Bracebridge, Ontario that produces small-batch cannabis using unique genetics (the

"Production Facility").

7. Muskoka Grown is a privately held corporation that was incorporated under the Business
Corporation Act (Ontario), R.S.0. 1990, c.B.16 (the "OBCA™) on November 20, 2013 under the
name Muskoka Medical Marijuana Company Limited ("Muskoka Medical Limited"). On or
around November 9, 2017, Muskoka Medical Limited filed Articles of Amendment and changed
its name to Muskoka Grown Limited. A copy of Muskoka Grown's Articles of Incorporation and

the Articles of Amendment are attached hereto as Exhibit "B".

8. Muskoka Grown currently employs approximately 47 people (the "Employees"). 45 of the

Employees work in Bracebridge, Ontario (the "Bracebridge Employees”) while the remaining 2
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Employees work remotely from Toronto, Ontario. With respect to the Bracebridge Employees: (i)
6 work at the corporate office located at 440 Eccelstone Drive, Unit C5, Bracebridge, Ontario (the
"Corporate Office"); and (ii) 39 work at the production facility which is located at 50A Keith
Road, Bracebridge, Ontario (the "Production Facility”). Muskoka Grown owns the Production
Facility and has, as further detailed below, recently renewed its lease agreement for the Corporate

Office.

9. Muskoka Grown has been cash flow negative since its inception (with the exception of a
two-month period in 2019) and has relied on equity and debt financing for funding. In October
2019, Muskoka Grown successfully brought the entire second floor of the Production Facility
online for production purposes. Muskoka Grown's goal was to increase its production to 500
kilograms of cannabis per month. However, the costs to achieve this volume of production have
been too onerous given Muskoka Grown's financial position in the face of stagnant sales and tight
liquidity. As part of a strategy to achieve profitability and stabilize the business, Muskoka Grown
was forced to layoff employees and reduce its production to 200 kilograms of cannabis per month.
Muskoka Grown's aim was to focus on quality and not quantity until it had stable cash flow to
finance an increase in production. Despite its best intentions, and in part due to a substandard first
crop of cannabis which had inconsistent tests for tetrahydrocannabinol, Muskoka Grown was

unable to reach this goal and now requires additional funding.

10. In addition, the lack of brick and mortar stores in Ontario as a result of the COVID-19
pandemic hindered up-front sales from the Ontario Cannabis Store and led to Muskoka Grown

needing to sell its cannabis through the wholesale market at lower margins.
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11. Muskoka Grown currently has very limited cash on hand (approximately $1,200) and is
generally unable to meet its obligations as they become due, the most pressing of which is its

upcoming payroll due on May 7, 2020.

12. To address its liquidity crisis, Muskoka Grown entered into discussions with its senior
secured lender, Arthur Zwingenberger (“Zwingenberger"), to obtain additional financing through
these proceedings that would allow Muskoka Grown's business the chance to emerge as a going
concern. As a result of those discussions and subsequent negotiations, Zwingenberger, has agreed
to provide additional financing to Muskoka Grown through a debtor-in-possession loan facility

(the "DIP Loan"), subject to certain relief being granted.

13. The proposed NOI process and DIP Loan will be for the benefit of all stakeholders of
Muskoka Grown including the Employees, Health Canada and Muskoka Grown's customers,

suppliers, contracting parties, creditors and shareholders.

B. CORPORATE STRUCTURE

14, Muskoka Grown is incorporated under the OBCA with its registered head office located in
Bracebridge, Ontario. Muskoka Grown has only one subsidiary, 2634436 Ontario Inc. ("263
Ontario™), which is a shell company with no assets, activities or liabilities. As a result, 263 Ontario

has not file da notice of intention to make a proposal and no relief is being sough in respect thereof.

15. Muskoka Grown's management team is comprised of:

@) David Grand — CEO & Founder;

(b) Nick Anderson — Chief Operating Officer;
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(c) Broidy Rondelet — VP Corporate Developments & Stakeholder Relations;

(d) David Ascott — Chief Financial Officer;

(e) Cheryl Bissonette — Chief Quality & Regulatory Affairs Officer; and

()] Andrea Grand — Marketing Director.

C. MUSKOKA GROWN'S BUSINESS

(@ Cannabis Industry in Canada

16. The cannabis industry has, and continues to, rapidly evolve in Canada. Licences to produce,
cultivate, and/or handle cannabis are currently regulated under the Cannabis Act, S.C. 2018, c. 16
(the "Cannabis Act"), and the Cannabis Regulations. In 2012, the Canadian Government created
the Marijuana for Medical Purposes Regulations ("MMPR"). Under the MMPR, rather than
licensing thousands of home-growers, Health Canada licensed larger scale producers, creating and
regulating a medical cannabis industry. Patients would submit their prescription to a licensed

producer, select the medicine of their choice, and receive it through the mail.

17. In late 2016, the Canadian Government announced that the MMPR would be replaced with
the Access to Cannabis for Medical Purposes Regulations (the "ACMPR"). The ACMPR
facilitated the development of an industry of commercial entities engaged in the high volume

production of medical cannabis, while also allowing individual home grow licences.

18. On October 17, 2018, the non-medical use of cannabis was legalized in Canada. On that
date, the Cannabis Act,which regulates retail cannabis for recreational/adult-use, medical cannabis

and industrial hemp in Canada, came into effect. Additionally, cannabis was removed as a
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controlled substance from the Controlled Drugs and Substances Act, S.C. 1996, c. 19, and the

ACMPR was repealed.

19. The cannabis industry continues to be a highly regulated industry, with the Cannabis Act
regulating the possession, cultivation, production, distribution, sale, research, testing, import and

export and promotion of cannabis.

(b) Business

20. Muskoka Grown's business, which is headquartered in Bracebridge, Ontario, is a
community-focused cannabis company, committed to providing premium craft cannabis products,

while building a meaningful connection with its community.

21. The Production Facility is Muskoka Grown's only processing and growing facility, with
cultivation, extraction and distribution capabilities. The Production Facility, at full capacity, has
the capability of growing/producing 500 kilograms of cannabis per month and 6,000 kilograms of
cannabis annually. The Production Facility has eleven (11) grow rooms and space dedicated to

mother rooms, vegetation rooms, dry rooms, production rooms and laboratory testing.

22. Muskoka Grown is currently a party to agreements with various provincial agencies and
wholesale partners in Canada for the supply of cannabis product, including: (i) the Ontario
Cannabis Store; and (ii) the Province of Saskatchewan. Muskoka Grown is also currently in the

process of negotiating agreements with the Provinces of Alberta and Manitoba.

(c) Cannabis Licences

23. Muskoka Grown currently holds 1 licence issued by Health Canada (the "Cannabis

Licence"). The Cannabis Licence permits Muskoka Grown to cultivate and process cannabis for
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recreational/adult-use markets and to sell cannabis plant seeds, cannabis plants, dried cannabis and
fresh cannabis to provincially/territorially authorized distributors/retailers. The cultivation
component of the Cannabis Licence was granted on March 23, 2018, the standard processing
component of the Cannabis Licence was granted on May 3, 2019 and the ability to sell to

provincial/territorial authorities was granted on September 13, 2019.

24. As the holder of the Cannabis Licence, Muskoka Grown is subject to a comprehensive and
rigorous regulatory regime as set out in the Cannabis Act and the regulations thereunder. This
regime requires ongoing compliance with a variety of operational requirements, including
compliance with site location requirements and ongoing reporting obligations, and that its

directors, officers and certain management personnel must hold security clearances.

(d) Employees

25. As previously noted, Muskoka Grown currently employs approximately 47 people on a full
time basis. 15 of the Employees are salaried while the remaining 32 are paid hourly. The

Employees and their roles are further detailed in the chart below.

Role Production Facility Corporate Office/Remote
Corporate Staff - 8
Production Staff 39 -

26. There are no registered pension plans for the Employees and they are non-unionized.
Muskoka Grown, through its benefits provider Green Shield Canada, offers health and dental
benefits for all of its Employees. These benefits are not expected to be affected by these

proceedings.



(e) Leased and Owned Prope rty

217. As previously noted, Muskoka Grown leases the Corporate Office and owns the Production

Facility.

28. The Production Facility is made up of three (3) separate parcels of land: (i) PIN: 48053-
0802 (LT); (i) PIN:48053-0803 (LT); and (iii) PIN:48053-0801 (LT) (together, the "Property").
The Production Facility is located on one parcel while the other two adjacent parcels remain

vacant. Attached hereto as Exhibit "C" are copies of the real property searchesagainst the Property.

29. On March 20, 2020, Muskoka Grown entered into a new lease for its Corporate Office (the
"Corporate Lease"). The termof the Corporate Lease is set to expire on April 30, 2022. As of the
date of this Affidavit, the monthly rent due under the Corporate Lease is $3,390 and Muskoka

Grown is currently in arrears in the amount of $5,085.

U] Suppliers

30. Muskoka Grown relies on a number of vendors and third-party service providers to operate
its business. For instance, lab services, seed to sell software and utility providers are all essential
to Muskoka Grown's operations. As is further detailed later in this Affidavit, Muskoka Grown is
not current with respect to its obligations under a number of its agreements with these vendors and

third-party service providers.

(9) Excise Tax

3L A federal excise duty is payable by a licensed cannabis producer under Canadian tax law
when the cannabis products it packages are delivered to a purchaser. As such, Muskoka Grown

pays federal excise tax on a monthly basis in respect of the amount of cannabis product delivered
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in the prior month. Muskoka Grown is current with these amounts and, subject to the relief sought

being granted, will continue to pay such amounts when due.

32. In addition, cannabis producers are required to post security pursuant to the Excise Tax Act,
2001,S.C. 2002, c.22. The security provides the Canada Revenue Agency ("CRA") with financial
assurance for any outstanding excise taxes payable. The security can be posted in the form of a

surety bond or a deposit with the CRA.

33. The security required to be posted with the CRA is calculated as the highest amount of
cannabis duties payable for a calendar month in the previous twelve (12) calendar months.
Muskoka Grown's cashdeposit in the amount of $27,000 is due at the end of May 2020 (the "Cash
Deposit"). It is Muskoka Grown's intention, as is reflected in the Cash Flow Statement (as defined
below), to remit the Cash Deposit to the CRA in the ordinary course should the NOI Process Order

be granted.

(h) Cash Management

34. Muskoka Grown has one (1) bank account with the Royal Bank of Canada ("RBC") and
one (1) bank account with Alterna Savings and Credit Union Ltd. (the "Alterna Account”). The
Alterna Account has not been used by Muskoka Grown for at least six (6) months. In addition to
holding a bank account with RBC, Muskoka Grown uses RBC Express for automated clearing
house, wire transfers and certain bill payments. Muskoka Grown uses the services of PayWorks,

an automatic payroll provider, to process payroll for its Employees.

35. Muskoka Grown has provided two (2) credit cards to certain Employees (the "Credit

Cards") for business expenses incurred on behalf of Muskoka Grown. The maximum combined
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credit limit of the Credit Cards is $25,000. As of the date of this Affidavit, approximately $25,000

(exclusive of interest and fees) was owing under the Credit Cards.

D. FINANCIAL POSITION OF MUSKOKA GROWN

36. As of the date of the swearing of this Affidavit, Muskoka Grown has approximately $1,200

cash on hand.

37. A copy of Muskoka Grown's unaudited, combined balance sheet as at March 31, 2020 is

attached hereto as Exhibit "D". Certain information contained in this unaudited balance sheet is

summarized below.

(@) Assets

38. As at March 31, 2020, the assets of Muskoka Grown had an unaudited book value of

approximately $31,813,235 and consist of the following:

Current Assets: $4,926,725.00

Cash and cash equivalents ($8,859.00)
Accounts Receivable $183,866.00
Prepaid Expenses $182,526.00
HST Receivable $134,311.00
Biological Assets $585,385.00
Inventory $3,849,496.00
Non-Current Assets: $26,886,5510.00

Property, plant and equipment $25,058,392.00
Loan Receivable $1,659,360.00
Licensing and Regulatory Costs $168,758.00
Total Assets $31,813,235.00
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(b)  Liabilities

39. As at March 31, 2020, the liabilities of Muskoka Grown had an unaudited book value of

approximately $15,105,643 (as reflected below):

Current Liabilities: $8,999,248.00

Bank Indebtedness $1,985,000.00
Accounts payable and accrued liabilities $6,261,802.00
Due to Related Party $26,862.00
Short Term Note Payable $725,584.00
Mortgage Payable — Current Portion -
Non-Current Liabilities: $6,106,395.00

Mortgage Payable $197,349.00
Loan Payable — Muskoka Futures $466,206.00
Loan Payable — RB Morris -
Loan Payable — Other $5,000,000.00
Convertible Debenture Financing $442,840.00
Shareholders' Equity: $16,707,592.00

Common Shares $23,874,334.00
Equity Component of Convertible Debenture $180,626.00
Share-Based Payments Reserves $2,298,545.00
Deficit ($9,645,913.00)
Total Liabilities and Equity $31,813,235.00

(c) Zwingenberger Debt

40. As noted previously, attached as Exhibit "C" are search results from real property searches
conducted against the Property effective April 30, 2020. Except for PIN: 48053-0803(LT), which
has a charge (this charge is a vendor take back mortgage and resulted from the purchase of the
land) in favour of 1035065 Ontario Inc. in the amount of $350,000 with $197,349 currently

outstanding (the "VTB Charge"), there are only two other parties with instruments registered on
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title. Zwingenberger holds a charge in the amount of $10,000,000 and 2089871 Ontario Limited
holds aconstruction lien in the amount of $168,849 (the "Construction Lien™). Copies of the VTB

Charge and the Construction Lien are attached hereto as Exhibit "E™ and Exhibit "F", respectively.

0] Arthur Zwingenberger

41. On or about March 20, 2019, Muskoka Grown and Zwingenberger entered into a loan
agreement (the "Zwingenberger Loan Agreement”) pursuant to which Muskoka Grown
borrowed $6,731,000 by way of a non-revolving loan facility (the "First Tranche").
Approximately $4,252537.94 of the First Tranche was directed by Muskoka Grown to be paid for
the benefit of GOF-BC Holdings Ltd. ("RC Morris") for the discharge of Muskoka Grown's
obligation pursuant to a loan agreement dated August 22, 2018. The remaining $2,478,462.06 of
the First Tranche was received by Muskoka Grown for working capital purposes, including, but
not limited to, payments to trade creditors. The First Tranche carries an interest rate of 12.0% per
annum calculated and compounded monthly. A copy of the Zwingenberger Loan Agreement is

attached hereto as Exhibit "G".

42. The obligations of Muskoka Grown under the Zwingenberger Loan Agreement are
guaranteed pursuant to guarantees provided by Grand Gable Holdings Inc. ("GGH"), 263 Ontario
and David Grand (collectively, the "Zwingenberger Guarantors™ and each a "Zwingenberger

Guarantor").

43. On or about April 17, 2019, Muskoka Grown and Zwingenberger entered into an amended
and restated loan agreement (the "Amended Zwingenberger Loan Agreement") which provided
for an additional financing of $3,269,000 by way of a non-revolving loan (the "Second Tranche").

The Amended Zwingenberger Loan Agreement increased Zwingenberger's total commitment to



24
-13-

$10,000,000. Approximately $900,000 of the Second Tranche was directed by Muskoka Grown
to be paid in order to complete a settlement with Canaccord Genuity Corp. in respect of certain
litigation. The remaining $2,369,000 of the Second Tranche was advanced to Muskoka Grown on
May 1, 2019 (in the amount of $1,000,000) and May 13, 2019 (in the amount of $1,369,000) for
working capital purposes, including, but not limited to, payments to trade creditors. The Second
Tranche carries an interest rate of 10.0% per annum calculated and compounded monthly. A copy

of the Amended Zwingenberger Loan Agreement is attached hereto as Exhibit "H".

44, On or about January 9, 2020, Zwingenberger and Muskoka Grown entered into an
amendment to the Amended Zwingenberger Loan Agreement (the “Loan Amending

Agreement") which, among other things:

@) confirmed the accrued interest on the First Tranche and the Second Tranche

(together, the "Agreed Accrued Interest™);

(b) converted $5,000,000 of the Zwingenberger Loan plus the Agreed Accrued Interest
into common shares in the capital of Muskoka Grown (each a "Share™) at a price

of $2.17 per Share;

(c) amended the maturity date of the Amended Zwingenberger Loan Agreement from

August 15, 2019 to September 10, 2021 (the "Amended Maturity Date");

(d) consolidated the First Tranche and the Second Tranche into a single principal

balance of $5,000,000 (the "Consolidated Zwingenberger Loan");
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(e) amended the interest rate of the Consolidated Zwingenberger Loan to the rate
published by the Royal Bank of Canada as "Royal Bank Prime™ plus 2.49% per

annum calculated and compounded monthly;

()] amended prepayment and interest payment terms;

(9) allowed for, at any time prior to the Amended Maturity Date, the exchange, on
written notice to Muskoka Grown, of any amount of the principal of the

Consolidated Zwingenberger Loan for Shares;

(h) considered debts incurred by Muskoka Grown to RBC in an amount not to exceed
$2,000,000 as Permitted Debt (as that term is defined in the Amended

Zwingenberger Loan Agreement); and

(1 provided that Zwingenberger agreed to provide the RBC Guarantee (as defined
below) and considered it to be a Borrower Obligation (as that term is defined in the

Amended Zwingenberger Loan Agreement).

A copy of the Loan Amending Agreement is attached hereto as Exhibit

45. As general and continued security for the obligations under the Zwingenberger Loan
Agreement, various security was granted to Zwingenberger by Muskoka Grown and the

Zwingenberger Guarantors. The security granted to Zwingenberger includes, among other things:

@) an unlimited joint and several guarantee and postponement of claim provided by
the Zwingenberger Guarantors in favour of Zwingenberger in respect of the full
amount of the obligations owed by Muskoka Grown to Zwingenberger, supported

by the following:
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() a securities pledge agreement from the Zwingenberger Guarantors in favour
of Zwingenberger dated March 20, 2019 (the "Zwingenberger Security
Pledge Agreement”) pledging all the Security and other Collateral (asthose
terms are defined in the Zwingenberger Security Pledge Agreement) of

David Grand, GGH and 263 Ontario; and

(i) a share pledge agreement from David Grand in favour of Zwingenberger
dated March 12, 2019 (the "Zwingenberger Share Pledge Agreement’)
pledging all Current Shares and other Pledged Collateral (as those terms are

defined in the Zwingenberger Security Pledge Agreement) of David Grand;

(b) a charge in the amount of $10,000,000, to be registered in first priority, over the
Property (with the exception of a charge held by 1035065 Ontario Inc. registered
against PIN 48053-0803) (the "Zwingenberger Charges" and together with the
Zwingenberger Security Pledge Agreement, and the Zwingenberger Share Pledge

Agreement, the "Zwingenberger Security Documents").

A copy of the Zwingenberger Security Documents is attached hereto as Exhibit "J".

46. As of the date of this Affidavit, $5,201,843 (inclusive of accrued interest) is owing to

Zwingenberger.

(d) Other Secured Debt

47. Attached as Exhibit "K" are search results from searches conducted against Muskoka

Grown under the Personal Property Security Act (Ontario) (the "PPSA") effective April 28, 2020.
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Three parties have registered financing statements against Muskoka Grown, as further detailed

below.

Q) Nitrotin Inc.

48. On or around February 3, 2020, Muskoka Grown entered into an Equipment Lease
Agreement with Nitrotin Inc. ("Nitrotin”) (the "Nitrotin Agreement”). Pursuant to the Nitrotin
Agreement, Nitrotin agreed to lease Muskoka Grown (i) a chart doser, (ii) high volume seamer,
and (i) a semi-automatic child resistant lid capper (collectively, the "Equipment”) for the sole
purpose of packaging cultivated cannabis product at the Production Facility. The Nitrotin

Agreement expired on May 4, 2020.

49. Under the terms of the Nitrotin Agreement, Muskoka Grown is not obligated to pay
Nitrotin any lease payments for the Equipment, however, it is obligated to comply with all
manufacturer requirements and recommendations and any directions for use and maintenance
provided by Nitrotin which includes using certain products which can only be purchased from

Nitrotin.

50. Muskoka Grown does not believe that it currently owes any amounts to Nitrotin.

(i) Muskoka Community Future Development Corporation Agreement

51. On or about September 9, 2017, Muskoka Grown (by its previous operating name Muskoka
Medical Limited) entered into a loan agreement (the "MuskokaDevelopment Loan Agreement)
with Muskoka Community Futures Development Corporation ("Muskoka Development’)
pursuant to which it borrowed $500,000 (the "Muskoka Development Loan") with a term of 12

months and an amortization period of 180 months. The Muskoka Development Loan was to be
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used to complete leaseholds and purchase equipment. The Muskoka Development Loan carried an
interest rate of 8.0% until the Cannabis Licence was confirmed at which point the interest rate was
reduced to 6.0%. A copy of the Muskoka Development Loan Agreement is attached hereto as

Exhibit "L".

52. The obligations of Muskoka Grown under the Muskoka Development Loan Agreement are
guaranteed by David Grand and Marion Elizabeth Rondelet (the "Muskoka Development
Guarantees™). Copies of the Muskoka Development Guarantees are attached hereto as Exhibit

"M".

53. As general and continued security for the obligations under the Muskoka Development
Loan Agreement, certain security was granted to Muskoka Development by Muskoka Grown and
the Muskoka Development Guarantors. The security granted to Muskoka Development includes,

among other things:

@) A collateral mortgage in the amount of $500,000, registered on building and land
described as RP 35R 6448 Parts 2&3 and part of Part4 and R13223 Parts 2&3 on
Grandview Island, Lake Muskoka, Township of Muskoka Lakes (the "Muskoka

Development Charge").

54. It is my understanding that the Muskoka Development Charge has since been discharged.

55. As of the date of this Affidavit, $466,206 is owing to Muskoka Development (the

"Muskoka Development Inde btedness™).



29
-18 -

(iii)  Royal Bank of Canada

56. On or about June 20, 2019, Muskoka Grown, with the consent of Zwingenberger as
discussed above, entered into a credit agreement (the "RBC Credit Agreement") with RBC for a
$2,000,000 revolving demand facility and the Credit Cards. A copy of the RBC Credit Agreement

is attached hereto as Exhibit "N".

57. As general and continued security for the obligations under the RBC Credit Agreement,
the security granted to RBC includes (i) a general security agreement made as of May 29, 2019
(the "RBC GSA") granting RBC a security interest in all of the personal property of Muskoka
Grown, and (ii) a guarantee and postponement of claim in the amount of $2,000,000 signed by
Zwingenberger in August 2019 (the "Zwingenberger Guarantee and Postponement of Claim™)
and supported by a cash collateral agreement signed by Zwingenberger in August 2019 (the
"Zwingenberger Cash Collateral Agreement™) assigning term deposits and/or guaranteed
investment certificates in the amount of $2,000,000. Copies of the RBC GSA, Zwingenberger
Guarantee and Postponement of Claim, and Zwingenberger Cash Collateral Agreement are

attached hereto as Exhibit "O", Exhibit "P", and Exhibit "Q", respectively.

58. | understand that Zwingenberger intends to take an assignment of the $2,000,000 RBC debt
in exchange for the $2,000,000 Zwingenberger has already put up as cash collateral. The remaining
amount owing to RBC (which is approximately $86,000) will be repaid to RBC through the initial

advance under the DIP Loan (if the DIP Loan is approved).

(iv)  Debentures

59. Pursuant to an indenture (the "Indenture™) issued effective as of March 1, 2020, Muskoka

Grown is indebted to the debentureholders as set forth on Schedule A-1 to such Indenture (the
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"Indenture Indebtedness"). The Indenture Indebtedness is due on March 1, 2023. An aggregate
principal amount of $3,040,100 second-lien convertible debentures bearing an interest rate of 8%
per annum with a strike price of $1.62 per common share are outstanding under the Indenture. The
Indenture contemplates that a debenture (the "Real Property Debenture™) would be registered
against the real property of Muskoka Grown to secure the obligations owing under the Indenture.
Copies of the Indenture and the Real Property Debenture are attached hereto as Exhibit "R™ and

Exhibit "S", respectively.

(e) Unsecured Inde btedness

Q) Employee Liabilities

60. Gross payroll is approximately $97,000 biweekly. Muskoka Grown is currently in arrears
in the amount of approximately $37,000 as certain salaried Employees opted to defer their pay in
the last pay cycle (the "Outstanding Payroll Amount”). Given Muskoka Grown's current
liquidity issues, the payroll due on May 7, 2020 and the Outstanding Payroll Amount cannot be

satisfied unless the NOI Process Order is granted and the DIP Loan is advanced.

(i) Other Unsecured Creditors

61. Along with the aforementioned obligations, the Applicants' additional unsecured creditors

include:

@) Third Party Suppliers: Given the nature of its business, Muskoka Grown relies on
a number of vendors and third party services and, as such, is party to a number of
agreements for the provision of certain essential services including, among other

things, insurance, phone and internet, utilities, professional costs, education fees,



31
-20-

contractor costs and other miscellaneous services and products provided in

connection with operating a business in the cannabis industry.

(b) Landlords: As previously noted, Muskoka Grown, in the ordinary course, remits
rent on a monthly basis for the Corporate Office. As of the date of this Affidavit,
Muskoka Grown's rent was in arrears in the aggregate amount of approximately

$5,085.

E. SUMMARY OF THE PROPOSED DIP LOAN

62. The Interim Financing Term Sheet (the "DIP Term Sheet") provides for a super-priority,
debtor-in-possession interim, revolving credit facility (the "DIP Loan") up to a maximum
principal amount of $4,000,000 between, Muskoka Grown, as borrower (in such capacity, the
"Borrower"), and Zwingenberger, in his capacity as lender (in such capacity, the "DIP Lender").
The interest rate applicable to advances under the DIP Loan is 10.00% per annum accruing daily
and payable monthly in arrears and an upfront fee in the amount of $80,000 (2% of the maximum
commitment) is payable by the Borrower to the DIP Lender in connection with the establishment
of the DIP Loan and shall be held back from the initial interim advance. A copy of the DIP Term

Sheet is attached hereto as Exhibit "T".

63.  The proceeds of the DIP Loan shall be used during the pendency of the Borrower's
proceedings under the BIA for the following purposes: to fund professional fees (including fees of
the Proposal Trustee and legal fees of counsel to the DIP Lender, the Borrower, and the Proposal
Trustee); to fund the payment of interest and other amounts payable under the DIP Loan; and to
finance operating expenses and restructuring costs in these proceedings, and for general corporate

purposes of the Borrower. Proceeds of the DIP Loan may not be used to pay any pre-filing
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obligations of the Borrower and will be used in accordance with the agreed budget with the DIP
Lender (the "Agreed Budget") subject to permitted variance. The DIP Loan shall be secured by a
super-priority lien over all present and future property and assets of the Borrower, subordinate
only to certain permitted priority liens, including, among others, the Administration Charge and

the Directors' Charge (each as defined below).

64. The DIP Loan is subject to customary conditions precedent, covenants and representations
and warranties made by the Borrower to the DIP Lender. The DIP Loan shall be repayable in full
on November 6, 2020 or, if earlier, upon the occurrence of the implementation of a proposal within
these proceedings, the closing of a bankruptcy sale within these proceedings, the conversion of
these proceedings into a bankruptcy proceeding, or on demand by the DIP Lender following the
occurrence of an event of default (the "Events of Default”) under the DIP Loan. Events of Default
include, among others, customary credit facility events of default, failure to comply with anagreed
upon cash flow test, whereby actual financial performance of the Borrower is tested against the
Agreed Budget on a weekly basis. Subject to court orders made in these proceedings, upon the
occurrence of an Event of Default, the DIP Lender may elect to terminate its commitment to make
interim advances and declare the DIP Loan to be immediately due and payable, apply to a court
for the appointment of a receiver, an interim receiver, or receiver and manager over the Borrower's
collateral, enhance the powers of the Proposal Trustee, take all necessary steps in these

proceedings, or exercise the powers and rights of a secured party under the PPSA.
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F. RELIEF SOUGHT

(@) Stay Extension

65. Muskoka Grown is seeking an extension of the time required to file a proposal and the stay

of proceedings to July 18, 2020.

66. The extension will stabilize and preserve the value of Muskoka Grown's business and
provide it with the breathing space it needs to develop a viable proposal. This, in turn, will help to
protect the interests of Muskoka Grown's stakeholders, including the Employees, suppliers,
landlords, customers, lenders and Health Canada. Having regard to the circumstances, and in an
effort to preserve the value of Muskoka Grown's business, the granting of the extension is in the
best interests of Muskoka Grown and its stakeholders, and I do not believe any creditor would be
materially prejudiced by the extension. Muskoka Grown has been, and continues to, act in good

faith and with due diligence in developing a viable proposal for the benefit of its stakeholders.

67. Obtaining the extension at this time will also reduce professional and other costs associated

with returning to Court for a further extension within thirty (30) days.

(b)  Administration Charge

68. It is proposed that the Proposal Trustee, along with its counsel and Muskoka Grown's
counsel, be granted a Court-ordered charge as security for their respective fees and disbursements
(incurred at their standard rates and charges) relating to services rendered in respect of Muskoka
Grown up to a maximum of $300,000 (the "Administration Charge"). The Administration

Charge is proposed to have first ranking priority over all other charges and encumbrances.
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69. It is important to the success of these proceedings to have the Administration Charge in
place to ensure the continued involvement of critical professionals. The proposed beneficiaries are
performing distinct functions and there is no duplication of roles. In addition, given its liquidity
situation, Muskoka Grown has limited means to obtain professional assistance. To date, the
proposed beneficiaries of the Administration Charge have expended considerable effort without

the benefit of retainers.

70. Muskoka Grown has worked with the Proposal Trustee to estimate the proposed gquantum
of the Administration Charge. Zwingenberger, the first-lien lender and the DIP Lender, is

supportive of the Administration Charge.

(c) Directors’ Charge

71. I am advised by Sean Zweig of Bennett Jones LLP, counsel to Muskoka Grown, and
believe that, in certain circumstances, directors can be held liable for certain obligations of a
company owing to employees and government entities, which may include unpaid accrued wages
and unpaid accrued vacation pay, together with unremitted excise, sales, goods and services, and

harmonized sales taxes.

72. Muskoka Grown has traditionally maintained director's and officer's liability insurance (the
"D&O Insurance"); however the D&O Insurance expires on May 10, 2020 and cannot be
renewed. As a result, the directors and officers will not have any coverage after May 10, 2020

against the potential liability they could incur in connection with these proceedings.

73. Due to the aforementioned risks, the directors and officers have indicated that their
continued service and involvement in these proceedings is conditional upon the granting of an

Order under the BIA which grants a charge in favour of them in the amount of $200,000 (the
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"Directors’ Charge™). The Directors' Charge would be subordinate to the proposed
Administration Charge but will rank in priority to the DIP Lender's Charge (as defined below) and

all other encumbrances.

74. The Directors' Charge is necessary so that Muskoka Grown may continue to benefit from
the expertise and knowledge of its directors and officers, which is particularly important in a highly

regulated industry such as cannabis.

75. Muskoka Grown believes that the Directors' Charge is reasonable in the circumstances. |
understand that the Proposed Trustee is supportive of the Directors' Charge and its quantum.

Zwingenberger, the first-lien lender and DIP Lender, is also supportive.

(d) The DIP Lender's Charge

76. The DIP Loan is conditional on the issuance of a Court Order approving the DIP Loan and
granting a priority charge up to a maximum of $4,000,000 (the "DIP Lender's Charge") as set
out in the draft NOI Process Order. The NOI Process Order contemplates that the DIP Lender's
Charge will rank subordinate to the Administration Charge and the Directors' Charge, but in

priority to all other encumbrances.

77. The DIP Loan is required for the ongoing operations of Muskoka Grown while it works to
develop a viable proposal. As discussed above, Muskoka Grown's biggest issue is its immediate

liquidity crisis, and the DIP Loan is urgently needed to address that crisis.

78. I believe thatthe DIP Loan and corresponding DIP Lender's Charge are in the best interests
of Muskoka Grown and its creditors. Each will enhance the ability of Muskoka Grown's

management, in consultation with the Proposal Trustee, to put forward a viable proposal to its
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creditors. Without the DIP Loan and the DIP Lender's Charge, Muskoka Grown will be forced to

cease its business operations.

79. I do not believe that any creditor would be materially prejudiced as a result of the DIP
Lender's Charge and understand that the Proposal Trustee is supportive of the DIP Loan and DIP

Lender's Charge.

(e) Cash Flow Statement

80. I understand that a projected consolidated cash flow statement for Muskoka Grown for the
13-week period from the week ending May 8, 2020, to the week ending July 31, 2020 (the "Cash
Flow Statement™), will be attached to the First Report of the Proposal Trustee. The cash flow
projections demonstrate that debtor-in-possession financing is urgently required to provide
Muskoka Grown with the required liquidity necessary for its continued business operations in the
ordinary course, including to meet its upcoming payroll obligations. As such, Muskoka Grown is

seeking approval of the DIP Loan.

8l The Cash Flow Statement has been prepared with the assistance of the Proposal Trustee

and is accompanied by the prescribed representations in accordance with the BIA.

G. CONCLUSION

82. The NOI Process Order sought by Muskoka Grown is in the best interests of Muskoka
Grown as well as its stakeholders. The DIP Loan is necessary in order to normalize operations,
make payroll and enhance the prospect of a viable proposal. Without the DIP Loan, Muskoka
Grown faces an immediate cessation of its going concern operations and its payroll obligations,

the loss of its employees' jobs and the potential loss of the Cannabis Licence.
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83.  Muskoka Grown is actively engaging with, and has the support of, Zwingenberger, and is
entering these proceedings on a consensual basis with the primary goal of formulating a viable
proposal for its creditors, operating the business as a going concern and maintaining value for all
stakeholders. I believe that these proceedings provide a process to restructure Muskoka Grown's
business for the benefit of all stakeholders, and that the relief sought in the NOI Process Order is
necessary at this time to ensure the continued operations of Muskoka Grown in the ordinary course

of business.

SWORN BEFORE ME at the Town of
the Blue Mountains, in the Province of
Ontario on May 5, 2020
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IN THE MATTER OF THE PROPOSAL OF
MUSKOKA GROWN LIMITED
OF THE TOWN OF BRACEBRIDGE, IN THE PROVINCE OF ONTARIO
CONSENT TO ACT AS TRUSTEE
A. Farber & Partners Inc. hereby consents to act as Trustee in re the Proposal of
Muskoka Grown Limited.
DATED AT TORONTO this 29* day of April, 2020.

A.FARBER & PARTNERS INC.
Per:

Hylton Levy, CPA, CA, CIRP, LIT
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I * I Industry Canada Industrie Canada
Office of the Superintendent Bureau du surintendant
of Bankruptcy Canada des faillites Canada

District of Ontario

Division No. 03 - Barrie

Court No. 31-2643278

Estate No. 31-2643278

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

Muskoka Grown Limited
Insolvent Person

A. FARBER & PARTNERS INC.
Licensed Insolvency Trustee

Date of the Notice of Intention: May 05, 2020

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

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

Date: May 05, 2020, 16:18

E-File/Dépobt Electronique Official Receiver

151 Yonge Street, 4th Floor, Toronto, Ontario, Canada, M5C2W?7, (877)376-9902
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For Ministry Use Only Ontario Corporation Number ;
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Articles of Incorporation
Form 1 Status Constitutifs
Business 1. The name of the corporation is: (Set out in BLOCK CAPITAL LETTERS)
EO;POfa!ions Dénomination sociale de la société : {Ecrire en LETTRES MAJUSCULES SEULEMENT) .
[of R X )
M|U|S | K|IO|K|A MIED|1|C|A L MIAR|T|J|U/A[N|A COM P
Formule 1 T
Loi;u(les AIN|Y LIIMI TE|D
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actions -

2. The address of the registered office is:
Adresse du siege social :

41 ESGORE DRIVE
(Street & Number or R.R. Number & if Multi-Office Building give Room No.)
(Rue et numéro ou numéro de la R.R. et, s'il s'agit d'un édifice a bureaux, numéro du bureau)

ONTARIO 5
TORONTO M|5 M3 RS
(Name of Municipality or Post Office) (Postal Code)
(Nom de la municipalité ou du bureau de poste) (Code postal)
3. Number of directors is/are: 1
\ - i Fixed number OR minimum and maximum . o
Nombre d'administrateurs : - _ one(l) fifteen(15)
Nombre fixe QU minimum et maximum ;
4. The first director(s) is/are:
Premier(s) administrateur(s) :
First name, middle names and surname Address for service, giving Street & No. or R.R. No., Resident Canadian?
Prénom, autres Prénoms et nom de famille| Municipality, Province, Country and Postal Code Yes or No
Domicile élu, y compris la rue et le numéro, le numéro de la Résident canadien?
R.R. ou le nom de ia municipaiité, Ia province, le pays et le Qui/Non
code postal
Richard K. Watson 104 Balsam Avenue yes

Toronto, Ontario M4E 3B7
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5. Restrictions, if any, on business the corporation may carry on or on powers the corporation may exercise. 59
Limites, s'it y a lieu, imposées aux activités commerciales ou aux pouvoirs de la société.

There are no restrictions on the business the Corporation may carry on or on the powers
the Corporation may exercise.

6. The classes and any maximum number of shares that the corporation is authorized to issue:
Catégories et nombre maximal, s'il y a lieu, d’actions que la société est autorisée 3 émettre :

An unlimited number of common shares.

07116 (2008/06) Page 2 ofide 6
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7. Rights, privileges, restrictions and conditions (if any) attaching to each class of shares and directors authority with respect
to any class of shares which may be issued in series:

Droits, priviléges, restrictions et conditions, s'il y a lieu, rattachés a chaque catégorie d’actions et pouvoirs des
administrateurs relatifs & chaque catégorie d'actions qui peut étre émise en série :

Not applicable.
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8. The issue, transfer or ownership of shares is/is not restricted and the restrictions (if any) are as follows:
L’émission, le transfert ou la propriété d’actions est/n’est pas restreint. Les restrictions, s'il y a lieu, sont les suivantes :

No shares in the capital of the Corporation shall be transferred without the sanction of
either (i) a majority of the directors of the Corporation expressed by a resolution passed
at a meeting of the directors or by an instrument or instruments in writing signed by a
majority of the directors; or (i1) the holders of at least 51% of the outstanding common
shares of the Corporation expressed by an instrument or instruments in writing. No shares
shall be transferred without the consent of the board of directors evidenced by a
resolution or by their consent in writing.
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9. Other provisions if any:
Autres dispositions, s'il y a lieu :
(a) The number of shareholders of the Corporation, exclusive of persons who are in
the employment of the Corporation is limited to fourteen (14). Two (2) or more persons
holding one (1) or more shares jointly shall be counted as a single shareholder.

(b) Any invitation to the public to subscribe for shares or securities of the
Corporation is prohibited.
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10. The names and addresses of the incorporators are: 63
Noms et adresses des fondateurs :

First name, middle names and surname or corporate name | Full address for service or if a corporation, the address of
Prénom, autres prénoms et nom de famille ou the registered or head office giving street & No. or R.R.
dénomination sociale No., municipality, province, country and postal code
Domicile élu au complet ou, dans le cas d'une société,
adresse du siége social ou adresse de I'établissement
principal, y compris la rue et le numéro ou le numéro de la
R.R., la municipalité, la province, le pays et le code postal

Richard K. Watson 104 Balsam Avenue
Toronto, Ontario M4E 3B7

These articles are signed in duplicate.
Les présents statuts sont signés en double exemplaire.

Full name(s) and signature(s) of incorporator(s). In the case of a corporation set out the name of the corporation and the 1
name and office of the person signing on behalf of the corporation

Nom(s) ay/ complet et signature(s) du ou des fondateurs. Si le fondateur est une société, indiquer la dénomination
sociale etfe nom etge titre de la personne signant au nom de la société

i

3 Richard K. Watson
Signafur¥ / signature Name of incorporator {(or corporation name & signatories name and office)
Nom du fondateur {ou dénomination sociale et nom et titre du signataire)

Signature / signature Name of incorporator (or corporation name & signatories name and office)
Nom du fondateur (ou dénomination sociale et nom et titre du signataire)

Signature / signature Name of incorporator (or corporation name & signatories name and office)
Nom du fondateur (ou dénomination sociale et nom et titre du signataire)

Signature / signature Name of incorporator (or corporation name & signatories name and office)
Nom du fondateur (ou dénomination sociale et nom et titre du signataire)

07116 (2008/06) Page 6 of/de 6
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d’administrateurs a changé.

Number of directors is/are:

minimum and maximum number of directors is/are:

Nombre d'administrateurs : nombres minimum _et _maximum d'administrateurs :
Number minimum __and __maximum
Nombre minimum et _maximum
or
ou
5. The articles of the corporation are amended as follows:
Les statuts de la société sont modifiés de la fagon suivante :
Name Change

© Queen's Printer for Ontario, 2011 / © Imprimeur de fa Reine pour I'Ontario, 2011

ARTICLES OF AMENDMENT
STATUTS DE MODIFICATION
1. The name of the corporation is: (Set out in BLOCK CAPITAL LETTERS)
Dénomination sociale actuelle de la société (&crire en LETTRES MAJUSCULES SEULEMENT) :
MIUIS KIOKIA] MIED|T|CIA|L] MAR|T|T|UANA| |C|OM|P
AINY, [LIIMIIT ED
2. The name of the corporation is changed to (if applicable ): (Set out in BLOCK CAPITAL LETTERS)
Nouvelle dénomination sociale de la société (s'il y a lieu) (écrire en LETTRES MAJUSCULES SEULEMENT) :
MU SIKIOKIA| |GIRIOW|N| |[LII/MI|T[E|D
3. Date of incorporation/amalgamation:
Date de la constitution ou de la fusion :
2013/11/20
(Year, Month, Day)
(année, mois, jour)
4. Complete only if there is a change in the number of directors or the minimum / maximum number of directors.

I faut remplir cette partie seulement si le nombre d’administrateurs ou si e nombre minimal ou maximal
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6. The amendment has been duly authorized as required by sections 168 and 170 (as applicable) of the Business
Corporations Act.
La modification a été dament autorisée conformément aux articles 168 et 170 (selon le cas) de la Loi sur les
sociétés par actions.

7.  The resolution authorizing the amendment was approved by the shareholders/directors (as applicable) of the
corporation on
Les actionnaires ou les administrateurs (selon le cas) de la société ont approuvé la résolution autorisant la
modification le

2017/09/12

(Year, Month, Day)
(année, mois, jour)

These articles are signed in duplicate.
Les présents statuts sont signés en double exemplaire.

Muskoka Medical Marijuana Company Limited

(Print name of corporation from Article 1 on page 1)
(Veuillez écrir le nom de la société de l'article un & la page une).

By/

Par; - D

@ o e Director
(Signatur J (Description-of Office)
(Slgnalyre) (Fonction)
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OFFICE #35 48053-0801 (LT)

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS

PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER

PAGE 1 OF 2 67
PREPARED FOR JPetrovic
ON 2020/04/30 AT 10:00:29

IN CROWN GRANT *

PROPERTY DESCRIPTION:

PROPERTY REMARKS:

ESTATE/QUALIFIER:

PART LOTS 1 & 2 CONCESSION 13 DRAPER BEING PARTS 2 & 3 ON 35R-25226, TOWN OF BRACEBRIDGE, THE DISTRICT MUNICIPALITY OF MUSKOKA; SUBJECT TO AN EASEMENT
OVER PART 3 ON 35R-25226 IN FAVOUR OF PART LOT 2 CONCESSION 12 DRAPER AS IN DM38412, AS IN MT179269; TOGETHER WITH AN EASEMENT OVER PART 4 ON 35R-

25226 AS
MT192298

PLANNING ACT CONSENT

IN DOCUMENT MT179269. PLANNING ACT CONSENT

IN MT179270; SUBJECT TO AN EASEMENT OVER PART 3, 35R-25226

RECENTLY:

IN DOCUMENT MT179344. PLANNING ACT CONSENT

IN FAVOUR OF PART LOT 1 CON 12 DRAPER DESIGNATED AS PARTS 1, 2, 3, 35R-25379 AS IN

IN DOCUMENT MT192298.
PIN CREATION DATE:

FEE SIMPLE DIVISION FROM 48053-0196 2017/02/14

LT CONVERSION QUALIFIED

OWNERS™ NAMES CAPACITY SHARE

MUSKOKA GROWN LIMITED

CERT/

REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

** PRINTOUT INCLUDES ALL DOCUMENT TYPES AND|DELETED INSTRUMENTS SINCE 2017/02/14 **

**SUBJECT, ON FIRST REGISTRATION UNDER THE LAND TITLES ACT, TOf

x SUBSECTION 44(1) OF THE LAND TITLES ACT, EXCEPT PARAGRAPH 11, PARAGRAPH 14, PROVINCIAL SUCCESSION DUTIES *

x AND ESCHEATS|OR FORFEITURE TO THE CROWN.

x THE RIGHTS OF ANY PERSON WHO WOULD, BUT FOR THE LAND TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

i IT THROUGH LENGTH OF ADVERSE POSSESSION, PRESCRIPTION, MISDESCRIPTION OR BOUNDARIES SETTLED BY

x CONVENTION.

x ANY LEASE TO|WHICH THE SUBSECTION 70(2) OF THE REGISTRY ACT APPLIES.

**DATE OF CONVERSION TO|LAND TITLES: 2005/03/21 **

DM288542 | 1996/02/09 | AGREEMENT THE CORPORATION OF THE TOWN OF BRACEBRIDGE c
REMARKS: SKETCH ATTACHED. SITE PLAN

MT111052 | 2012/04/18 | NOTICE THE CORPORATION OF THE TOWN OF BRACEBRIDGE c

35R25226 | 2016/10/25 | PLAN REFERENCE c

MT178370 | 2017/01/06 | NOTICE $1 | THE DISTRICT MUNICIPALITY OF MUSKOKA c
REMARKS: SEVERANCE CONSENT AGREEMENT. THIS NOTICE IS FOR AN INDETERMINATE PERIOD

MT179202 | 2017/01/27 | NOTICE $2 | THE CORPORATION OF THE TOWN OF BRACEBRIDGE c
REMARKS: RE: PTS. 2 & 3 ON 35R-25226

MT179269 | 2017/01/31 | TRANSFER EASEMENT COTTAGES MUSKOKA INC. RICARD, RICHARD c

NT179344 | 2017/02/01 | TRANSFER *x* DELETED AGAINST THIS PROPERTY **x

NOTE: ADJOINING PROPERTIES SHOULD BE
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL

INVESTIGATED TO ASCERTAIN DESCRIPTIVE

INCONSISTENCIES,
NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
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e PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER
>y > . LAND PAGE 2 OF 2 68
L/}' (:)r1tE]r|() REGISTRY PREPARED FOR JPetrovic
OFFICE #35 48053-0801 (LT) ON 2020/04/30 AT 10:00:29
* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
COTTAGES MUSKOKA INC. 2556875 ONTARIO INC.
MT181476 | 2017/04/11 | TRANSFER %% COMPLETELY DELETED **x
2556875 ONTARIO INC. 2568536 ONTARIO INC.
MT192298 | 2017/11/16 | TRANSFER EASEMENT $2 | 2568536 ONTARIO INC. MUSKOKA GROWN LIMITED c
MT195048 | 2018/01/31 | LR"S ORDER LAND REGISTRAR, MUSKOKA LAND REGISTRY OFFICE c
MT198442 | 2018/05/15 | TRANSFER *%% COMPLETELY DELETED ***
2568536 ONTARIO INC. 2634436 ONTARIO INC.
REMARKS: PLANNING ACT STATEMENTS.
MT202901 | 2018/08/24 | CHARGE *%% COMPLETELY DELETED **x
2634436 ONTARIO INC. GOF-BC HOLDINGS LTD.
MT207915 | 2018/12/17 | TRANSFER $275,000 | 2634436 ONTARIO INC. MUSKOKA GROWN LIMITED c
MT210929 | 2019/03/21 | DISCH OF CHARGE *%% COMPLETELY DELETED ***
GOF-BC HOLDINGS LTD.
REMARKS: MT202901.
MT212342 | 2019/05/01 | CHARGE $10,000,000 | MUSKOKA GROWN LIMITED ZWINGENBERGER, ARTHUR C
MT221847 | 2019/11/28 | CONSTRUCTION LIEN $168,849 | 2089871 ONTARIO LIMITED C
MT225097 | 2020/02/18 | CERTIFICATE 2089871 ONTARIO LIMITED C
REWARKS: MT221847

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.
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e PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER
} > . LAND PAGE 1 OF 2 69
[/}' Ontano REGISTRY PREPARED FOR JPetrovic

OFFICE #35 48053-0802 (LT) ON 2020/04/30 AT 10:04:38

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

PROPERTY DESCRIPTION: PART LOTS 1 & 2 CONCESSION 13 DRAPER, BEING PART 1 ON 35R-25226; TOWN OF BRACEBRIDGE; THE DISTRICT MUNICIPALITY OF MUSKOKA

PROPERTY REMARKS: PLANNING ACT CONSENT IN DOCUMENT MT179269.

ESTATE/QUALIFIER:

RECENTLY:

PIN CREATION DATE:

FEE SIMPLE DIVISION FROM 48053-0196 2017/02/14
LT CONVERSION QUALIFIED
OWNERS*®" NAMES CAPACITY SHARE
MUSKOKA GROWN LIMITED
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

** PRINTOUT|

**SUBJECT,

* X
*A
*A
* X
*A

* A

**DATE OF C

DM288542
REI

35R18142

MT58001

INCLUDES ALl

ON FIRST REG

SUBSECTION 44

AND ESCHEATS

THE RIGHTS O

IT THROUGH Lk

CONVENTION.

ANY LEASE TO

ONVERSION TO

1996/02/09
JARKS: SKETCH

2000/01/25

2008/10/27

REMARKS: AMEND

| DOCUMENT TYPES AND
ISTRATION UNDER THE I

4(1) OF THE LAND TITIL

= ANY PERSON WHO WOUI

ENGTH OF ADVERSE POSS

AGREEMENT
ATTACHED. SITE PLAN

PLAN REFERENCE
LR™S ORDER

OWNERS EFIELD TO DURA

DELETED INSTRUMENTS SINCE 2017/02/14 **

LAND TITLES ACT, TOf

OR FORFEITURE TO THE CROWN.

LAND TITLES: 2005/03/21 **

\ES ACT, EXCEPT PARAGRAPH 11, PARAGRAPH 14, PROVINCIAL SUCCESSION DUTIES *

D, BUT FOR THE LAND TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

SESSION, PRESCRIPTION, MISDESCRIPTION OR BOUNDARIES SETTLED BY

WHICH THE SUBSECTION 70(2) OF THE REGISTRY ACT APPLIES.

x4 DELETED AGAINST THIS PROPERTY **x
TOWNS, WILLIAM J.

AUTOMOTIVE SYSTEMS (CANADA), LTD-

THE CORPORATION OF THE TOWN OF BRACEBRIDGE

TOWNS, WILLIAM J.

MT64057 2009/03/26 | TRANSEER *** DELETED AGAINST THIS PROPERTY ***
DURA AUTOMOTIVE SYSTEMS (CANADA), LTD. TDCLl BRACEBRIDGE INC.
REMARKS: PLANNING ACT STATEMENTS
MT111052 2012/04/18 | NOTICE THE CORPORATION OF THE TOWN OF BRACEBRIDGE
MT156962 2015/08/26 | APL VESTING ORDER *** DELETED AGAINST THIS PROPERTY ***
ONTARIO SUPERIOR COURT OF JUSTICE (COMMERCIAL LIST) COTTAGES MUSKOKA INC.
35R25226 2016/10/25 | PLAN REFERENCE

NOTE: ADJOINING PROPERTIES SHOULD BE

NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
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PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER
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L/}' (:)r1tE]r|() REGISTRY PREPARED FOR JPetrovic
OFFICE #35 48053-0802 (LT) ON 2020/04/30 AT 10:04:38
* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
MT178370 | 2017/01/06 | NOTICE $1 | THE DISTRICT MUNICIPALITY OF MUSKOKA c
REMARKS: SEVERANCE CONSENT AGREEMENT. THIS NOTICE IS FOR AN INDETERMINATE PERIOD
MT181477 2017/04/11 | TRANSFER **% COMPLETELY DELETED ***
COTTAGES MUSKOKA INC. 2556875 ONTARIO INC.
MT194943 2018/01/26 | LR®S ORDER **%* COMPLETELY DELETED ***
LAND REGISTRAR, MUSKOKA
REMARKS: AMENDED FROM DISTRICT MUNIECIPALITY OF MUSKOKA;; TOWN OF BRACEBRIDGE TO THE TOWN OF BRACEBRIDGE; THE DISTRICT MUNICIPALITY OF MUSKOKA, AND
ALSO THAT THE DOCUMENTS MT58001,MT64057 AND MT156962 BE DELETED FROM THE DOCUMENT ABSTRACT PURSUANT TO TRANSFER MT181477
MT198443 | 2018/05/15 | TRANSFER $550,000 | 2556875 ONTARIO INC. MUSKOKA GROWN LIMITED c
REMARKS: PLANNING ACT STATEMENTS.
MT202900 | 2018/08/24 | CHARGE *%% COMPLETELY DELETED **x
MUSKOKA GROWN LIMITED GOF-BC HOLDINGS LTD.
MT210928 | 2019/03/21 | DISCH OF CHARGE *%% COMPLETELY DELETED **x
GOF-BC HOLDINGS LTD.
REMARKS: MT202900.
MT212342 | 2019/05/01 | CHARGE $10,000,000 | MUSKOKA GROWN LIMITED ZWINGENBERGER, ARTHUR c
MT221847 | 2019/11/28 | CONSTRUCTION LIEN $168,849 | 2089871 ONTARIO LIMITED C

NOTE: ADJOINING PROPERTIES SHOULD BE

NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
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L/ Ontario REGISTRY PREPARED FOR JPetrovic

OFFICE #35 48053-0803 (LT) ON 2020/04/30 AT 10:07:39

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

PROPERTY DESCRIPTION: PART LOT 1 CONCESSION 12 DRAPER PARTS 1, 2 & 3 35R25379; SUBJECT TO AN EASEMENT OVER PART 3 35R25379 IN FAVOUR OF PART LOT 1 CONCESSION 12 AS IN
DM226261 EXCEPT PART 2 35R17003, PARTS 1 TO 5, 8 TO 11 35R21146, PARTS 1 TO 10 35R24393, PARTS 1, 2 & 3 35R25379 AS IN MT185935; TOGETHER WITH AN
EASEMENT OVER PART 3, 35R-25226 AS IN MT192298; TOWN OF BRACEBRIDGE

PROPERTY REMARKS: PLANNING ACT CONSENT IN DOCUMENT MT185935.
ESTATE/QUALIFIER: RECENTLY: PIN CREATION DATE:
FEE SIMPLE DIVISION FROM 48053-0795 2017/08/10
LT CONVERSION QUALIFIED
OWNERS*® NAMES CAPACITY SHARE
MUSKOKA GROWN LIMITED
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD

** PRINTOUT INCLUDES ALL DOCUMENT TYPES AND|DELETED INSTRUMENTS SINCE 2017/08/10 **

**SUBJECT, |ON FIRST REGISTRATION UNDER THE LAND TITLES ACT, TO:

** SUBSECTION 44(1) OF THE LAND TITLES ACT, EXCEPT PARAGRAPH 11, PARAGRAPH 14, PROVINCIAL SUCCESSION DUTIES *
el AND ESCHEATS|OR FORFEITURE TO THE CROWN.

falel THE RIGHTS OF ANY PERSON WHO WOULD, BUT FOR THE LAND TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

** IT THROUGH LENGTH OF ADVERSE POSSESSION, PRESCRIPTION, MISDESCRIPTION OR BOUNDARIES SETTLED BY

el CONVENTION.

kel ANY LEASE TO|\WHICH THE SUBSECTION 70(2) OF THE REGISTRY ACT APPLIES.

**DATE OF CONVERSION TO|LAND TITLES: 2005/03/21 **

MT27997 2007/01/09 | CHARGE *** DELETED AGAINST THIS PROPERTY ***

1035065 ONTARIO INC. BUSINESS DEVELOPMENT BANK OF CANADA
MT27998 2007/01/09 | NO ASSGN RENT GEN *** DELETED AGAINST THIS PROPERTY ***

1035065 ONTARIO INC. BUSINESS DEVELOPMENT BANK OF CANADA

REMARKS: RE: MT27997

MT179892 2017/02/17 | NOTICE $2 | THE CORPORATION OF THE TOWN OF BRACEBRIDGE C
35R25379 2017/05/08 | PLAN REFERENCE C
MT185935 2017/07/14 | TRANSFER $650,000 | 1035065 ONTARIO INC. MUSKOKA MEDICAL MARIJUANA COMPANY LIMITED C
MT185936 2017/07/14 | CHARGE $350,000 | MUSKOKA MEDICAL MARIJUANA COMPANY LIMITED 1035065 ONTARIO INC. C
MT185937 2017/07/14 | DISCH OF CHARGE *** DELETED AGAINST THIS PROPERTY ***

BUSINESS DEVELOPMENT BANK OF CANADA

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.
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L/}' (:)r1tE]r|() REGISTRY PREPARED FOR JPetrovic
OFFICE #35 48053-0803 (LT) ON 2020/04/30 AT 10:07:39
* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
REMARKS: MT27997.
MT189113 | 2017/09/15 | NOTICE $2 | THE CORPORATION OF THE TOWN OF BRACEBRIDGE C
REMARKS: AMENDING SITE PLAN AGREEMENT MT179892
MT192297 | 2017/11/16 | APL CH NAME OWNER MUSKOKA MEDICAL MARIJUANA COMPANY LIMITED MUSKOKA GROWN LIMITED o
MT193185 | 2017/12/06 | NOTICE $2 | THE DISTRICT MUNICIPALITY OF MUSKOKA c
MT193202 | 2017/12/06 | POSTPONEMENT 1035065 ONTARIO INC. THE DISTRICT MUNICIPALITY OF MUSKOKA o
REMARKS: MT185936 TO MT193185
MT202900 | 2018/08/24 | CHARGE *%% COMPLETELY DELETED ***
MUSKOKA GROWN LIMITED GOF-BC HOLDINGS LTD.
MT210928 | 2019/03/21 | DISCH OF CHARGE *%% COMPLETELY DELETED **x
GOF-BC HOLDINGS LTD.
REMARKS: MT202900.-
MT212342 | 2019/05/01 | CHARGE $10,000,000 | MUSKOKA GROWN LIMITED ZWINGENBERGER, ARTHUR c
MT220427 2019/10/30 | CONSTRUCTION LIEN **% COMPLETELY DELETED ***
VIPOND INC
MT221847 | 2019/11/28 | CONSTRUCTION LIEN $168,849 | 2089871 ONTARIO LIMITED C
MT222524 | 2019/12/12 | APL DEL CONST LIEN %% COMPLETELY DELETED ***
VAPOND INC
REMARKS: MT220427.

NOTE: ADJOINING PROPERTIES SHOULD BE
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL

INVESTIGATED TO ASCERTAIN DESCRIPTIVE

INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.
NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.
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This is Exhibit “p» referred to in the

affidavit of David Ascott _—~

sworn before me, this _——"5th el
day of _May, 202}W
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MUSKOKA GROWN LIMITED
STATEMENT OF FINANCIAL POSITION
As at March 31, 2020

Current:
Cash and cash equivalents
Accounts receivable
Prepaid expenses
HST receivable
Biological assets
Inventory

Property, plant and equipment:
Building facility
Equipment
Office equipment and furniture
Land
Accumulated Depreciation

Loan receivable
Licensing and regulatory costs

Current:
Bank Indebtedness
Accounts payable and accrued liabilities
Due to related party
Short term note payable
Mortgage payable - current portion

Non-current:
Mortgage payable
Loan payable - Muskoka Futures
Loan payable - RC Morris
Loan payable - Other
Convertible debenture financing

Common shares

Equity component of convertible debenture
Share-based payments reserves

Deficit

Mar 31 2020 Sep 30 2019
(8,859) 11,287
183,866 2,000
182,526 24,230
134,311 397,326
585,385 1,385,590
3,849,496 1,207,905
4,926,725 3,028,338
21,719,898 20,931,999
2,327,326 2,155,167
384,009 384,009
1,510,113 1,510,113
(882,954) (588,954)
25,058,392 24,392,334
1,659,360 1,659,360
168,758 168,758
31,813,235 29,248,790
1,985,000 1,770,000
6,261,802 3,073,420
26,862 91,432
725,584 -
8,999,248 4,934,852
197,349 224,755
466,206 478,510
5,000,000 5,000,000
442,840 411,715
6,106,395 6,114,980
23,874,334 23,874,334
180,626 180,626
2,298,545 1,998,545
(9,645,913) (7,854,547)
16,707,592 18,198,958
31,813,235 29,248,790

74
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LRO# 35 Charge/Mortgage

Registered as MT185936 on 2017 07 14

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

76
at 12:17

yyyy mmdd Pagel of 2

Properties

PIN 48053 -0795 LT
Description

Address 50 KEITH ROAD

BRACEBRIDGE

Interest/Estate Fee Simple

PTLT 1 CON 12 DRAPER PT 1, 2, 3, 35R25379; TOWN OF BRACEBRIDGE

Redescription

Chargor(s)

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

charge terms, if any.

Name
Address for Service

Bracebridge, Ontario

P1L 1T6

I, David Grand, have the authority to bind the corporation.

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

MUSKOKA MEDICAL MARIJUANA COMPANY LIMITED
P.O. Box 182

Chargee(s)

Capacity

Share

Name
Address for Service

1035065 ONTARIO INC.
P.O. Box 690, 50 Keith Road

Bracebridge, Ontario

P1L 1T9

Provisions
Principal $350,000.00 Currency CDN
Calculation Period semi-annually, not in advance
Balance Due Date 2023/04/29
Interest Rate 4.0%
Payments $5,614.29
Interest Adjustment Date 2017 06 29

Payment Date

First Payment Date
Last Payment Date
Standard Charge Terms
Insurance Amount

Guarantor

29th day of each and every month
2017 07 29

2023 04 29

200033

full insurable value

Additional Provisions

This Mortgage is repayable in blended monthly instalments of principal and interest until the Balance Due Date.

The Chargor, when not in default, has the privilege of prepaying all or part of the principal sum on any payment date or dates without
notice or bonus, provided that any partial prepayment shall equal the sum of the principal amounts of the payment(s) next falling due

under the Charge/Mortgage.

The Buyer shall deliver to the Chargee/Mortgagee on the closing of this transaction, and on each anniversary of the closing, a series of
post-dated cheques to cover all Charge/Mortgage payments due during the next twelve months.

Signed By

Allan Murray Huycke

Tel 705-645-7213
Fax 705-645-9421

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

20 Ida Street
Bracebridge
P1L 2B7

acting for
Chargor(s)

Signed

2017 07 14
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LRO# 35 Charge/Mortgage Registered as MT185936 on 2017 07 14  at 12:17
The applicant(s) hereby applies to the Land Registrar. yyyy mmdd Page2 of 2
Submitted By
ALLAN HUYCKE LAW OFFICE 20 Ida Street 2017 07 14
Bracebridge
P1L 2B7
Tel 705-645-7213
Fax 705-645-9421
Fees/Taxes/Payment
Statutory Registration Fee $63.35
Total Paid $63.35
File Number
Chargor Client File Number : 16406

Chargee Client File Number : 16441
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LRO# 35 Construction Lien Registered as MT221847 on 20191128 at16:00

The applicant(s) hereby applies to the Land Registrar. yyyy mmdd Pagel of 2
Properties

PIN 48053 -0801 LT

Description PART LOTS 1 & 2 CONCESSION 13 DRAPER BEING PARTS 2 & 3 ON 35R-25226,
TOWN OF BRACEBRIDGE, THE DISTRICT MUNICIPALITY OF MUSKOKA; SUBJECT
TO AN EASEMENT OVER PART 3 ON 35R-25226 IN FAVOUR OF PART LOT 2
CONCESSION 12 DRAPER AS IN DM38412, AS IN MT179269; TOGETHER WITH AN
EASEMENT OVER PART 4 ON 35R-25226 AS IN MT179270; SUBJECT TO AN
EASEMENT OVER PART 3, 35R-25226 IN FAVOUR OF PART LOT 1 CON 12 DRAPER
DESIGNATED AS PARTS 1, 2, 3, 35R-25379 AS IN MT192298

Address BRACEBRIDGE

PIN 48053 -0802 LT

Description PART LOTS 1 & 2 CONCESSION 13 DRAPER, BEING PART 1 ON 35R-25226; TOWN
OF BRACEBRIDGE; THE DISTRICT MUNICIPALITY OF MUSKOKA

Address BRACEBRIDGE

PIN 48053 -0803 LT

Description PART LOT 1 CONCESSION 12 DRAPER PARTS 1, 2 & 3 35R25379; SUBJECT TO AN
EASEMENT OVER PART 3 35R25379 IN FAVOUR OF PART LOT 1 CONCESSION 12
AS IN DM226261 EXCEPT PART 2 35R17003, PARTS 1 TO 5, 8 TO 11 35R21146,
PARTS 1 TO 10 35R24393, PARTS 1, 2 & 3 35R25379 AS IN MT185935; TOGETHER
WITH AN EASEMENT OVER PART 3, 35R-25226 AS IN MT192298; TOWN OF
BRACEBRIDGE

Address 50 KEITH ROAD
BRACEBRIDGE

Consideration

Consideration $168,849.25

Claimant(s)

Name 2089871 ONTARIO LIMITED
Address for Service 300 Wyld Street P.O. Box 1017, North

Bay, Ontario, P1B 8K3
I, JOHN LECHLITNER, A.S.O., am the agent of the lien claimant and have informed myself of the facts stated in the claim for lien and
believe them to be true.

I, JOHN LECHLITNER, A.S.O., have the authority to bind the corporation.
This document is not authorized under Power of Attorney by this party.

Statements

Name and Address of Owner MUSKOKA GROWN LIMITED 50A KEITH RD BOX 182 BRACEBRIDGE ON P1L 1T6 Name and address
of person to whom lien claimant supplied services or materials MUSKOKA GROWN LIMITED 50A KEITH RD BOX 182 BRACEBRIDGE
ON P1L 1T6 Time within which services or materials were supplied from 2019/07/19 to 2019/09/30 Short description of services or
materials that have been supplied CRUSHING OF BLASTED ROCK Contract price or subcontract price $182,738.09 Amount claimed as
owing in respect of services or materials that have been supplied $168,849.25

The lien claimant claims a lien against the interest of every person identified as an owner of the premises described in said PIN to this lien
Schedule: 2089871 Ontario Limited carries on business under the firm name and style of EASTVIEW CONSTRUCTION

Signed By

Bruce Lincoln Desmond 188 Avenue Road acting for First 201911 28
Toronto Applicant(s) Signed
M5R 2J1

Tel 416-368-2100

Fax 416-368-8206

Bruce Lincoln Desmond 188 Avenue Road acting for Last 201912 17
Toronto Applicant(s) Signed
M5R 231

Tel 416-368-2100

Fax 416-368-8206

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

Submitted By

KAGAN SHASTRI 188 Avenue Road 2019 12 17
Toronto
M5R 2J1



LRO# 35 Construction Lien

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

Registered as MT221847 on 2019 11 28
yyyy mm dd

80
at 16:00

Page 2 of 2

Submitted By

Tel 416-368-2100
Fax 416-368-8206
Fees/Taxes/Payment

Statutory Registration Fee
Total Paid

$65.05
$65.05
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This is Exhibit “G2 referred to in the
affidavit of David Ascott a

sworn before me, this _S#r
dayof _May,2020 ——~— —
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This is Exhibit “H” referred to in the
affidavit of David Ascott
sworn before me, this ~_Sth

day of _May. 20207“/_/

A COMMISSIONER FOR TAKING AFFIDAVITS
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This is Exhibit “r referred to in the

affidavit of David Ascott -
sworn before me, this St

day of _May, 202& —

S

A COMMISSIO FOR TAKING AFFIDAVITS
Aiden Nl
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This is Exhibit “J» referred to in the

affidavit of David Ascott .
sworn before me, this ST

day of _May, 2020// —_—

A COMMISSIONER FOR TAKING AFFIDAVITS
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LRO # 35 Charge/Mortgage Registered as MT212342 on 20190501  at 14:57

The applicant(s) hereby applies to the Land Registrar. yyyy mmdd Pagel of 4
Properties

PIN 48053 - 0801 LT Interest/Estate Fee Simple

Description PART LOTS 1 & 2 CONCESSION 13 DRAPER BEING PARTS 2 & 3 ON 35R-25226,
TOWN OF BRACEBRIDGE, THE DISTRICT MUNICIPALITY OF MUSKOKA; SUBJECT
TO AN EASEMENT OVER PART 3 ON 35R-25226 IN FAVOUR OF PART LOT 2
CONCESSION 12 DRAPER AS IN DM38412, AS IN MT179269; TOGETHER WITH AN
EASEMENT OVER PART 4 ON 35R-25226 AS IN MT179270; SUBJECT TO AN
EASEMENT OVER PART 3, 35R-25226 IN FAVOUR OF PART LOT 1 CON 12 DRAPER
DESIGNATED AS PARTS 1, 2, 3, 35R-25379 AS IN MT192298

Address BRACEBRIDGE

PIN 48053 - 0803 LT Interest/Estate Fee Simple

Description PART LOT 1 CONCESSION 12 DRAPER PARTS 1, 2 & 3 35R25379; SUBJECT TO AN
EASEMENT OVER PART 3 35R25379 IN FAVOUR OF PART LOT 1 CONCESSION 12
AS IN DM226261 EXCEPT PART 2 35R17003, PARTS 1 TO 5, 8 TO 11 35R21146,
PARTS 1 TO 10 35R24393, PARTS 1, 2 & 3 35R25379 AS IN MT185935; TOGETHER
WITH AN EASEMENT OVER PART 3, 35R-25226 AS IN MT192298; TOWN OF
BRACEBRIDGE

Address 50 KEITH ROAD
BRACEBRIDGE
PIN 48053 - 0802 LT Interest/Estate Fee Simple

Description PART LOTS 1 & 2 CONCESSION 13 DRAPER, BEING PART 1 ON 35R-25226; TOWN
OF BRACEBRIDGE; THE DISTRICT MUNICIPALITY OF MUSKOKA

Address BRACEBRIDGE

Chargor(s)

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

Name MUSKOKA GROWN LIMITED

Address for Service P.O. Box 182, Stn Main
Bracebridge, ON P1L 1T6

I, DAVID GRAND, have the authority to bind the corporation.

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

Chargee(s) Capacity Share
Name ZWINGENBERGER, ARTHUR
Address for Service c/o Conroy Shifman Professional Corporation

56 Finch Avenue West
Toronto, ON M2N 2H2

Provisions
Principal $10,000,000.00 Currency CDN
Calculation Period See additional charge terms
Balance Due Date See additional charge terms
Interest Rate 10%
Payments

Interest Adjustment Date
Payment Date See additional charge terms

First Payment Date

Last Payment Date 201908 19
Standard Charge Terms 200033

Insurance Amount Full insurable value
Guarantor David Grand

Additional Provisions

See Schedules

Signed By

Miki Zhu 56 Finch Avenue West acting for Signed 2019 0501
Toronto Chargor(s)
M2N 2H2



LRO # 35 Charge/Mortgage Registered as MT212342 on 2019 05 01

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

yyyy mm dd

209
at 14:57

Page 2 of 4

Signed By

Tel 416-226-9191
Fax 416-225-1124

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

Submitted By

CONROY SHIFMAN PROFESSIONAL CORPORATION 56 Finch Avenue West
Toronto
M2N 2H2

Tel 416-226-9191
Fax 416-225-1124

20190501

Fees/Taxes/Payment

Statutory Registration Fee $64.40
Total Paid $64.40

File Number

Chargee Client File Number : 30451-19
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ADDITIONAL PROVISIONS

THIS MORTGAGE IS TAKEN AS SECURITY FOR THE DUE PAYMENT OF AMOUNTS DUE
FROM THE MORTGAGOR UNDER A LOAN AGREEMENT DATED APRIL 19, 2019. ALL
TERMS OF THE LOAN AGREEMENT ARE HEREBY INCORPORATED BY REFERENCE INTO
THIS MORTGAGE AND SHALL, TO THE EXTENT OF ANY CONFLICT, PREVAIL OF THE
TERMS HEREOF.

CALCULATION OF INTEREST

Interest, as set out herein, shall be calculated daily and accrued on the maturity date, not in advance. Any
interest accruing after maturity shall be calculated and accrued daily.

ADDITIONAL REMEDIES

For greater certainty, the parties hereto agree that, in addition to, and not in substitution for, all the rights
and remedies of the Chargee, the Chargee may, on default by the Chargor of making any payments
required by this Charge or in performing or observing any of the covenants, agreements, provisions or
obligations contained herein, commence an action and claim payment of the Charge debt by any party
personally liable therefor and commence an action and claim possession of the land and premises
described in the Charge. The Chargee, at its sole option, may commence any or all of the actions in this
paragraph, at its sole discretion.

STATEMENT AND DISCHARGE FEES (Paragraph 23 of Standard Charge Terms 200033 is hereby
excluded)

Upon request, the Chargee agrees to prepare and provide statements to the Chargor and the Chargor
agrees to pay to the Chargee or his agent, the then prevailing fee of the Chargee or his agent.

In addition, upon payment in full of all monies secured hereunder, the Chargee or his agent, shall prepare
a discharge of this Charge and the Chargor agrees to pay to the Chargee or his agent, the then prevailing
discharge fee of the Chargee or his agent.

SALES CLAUSE (Paragraph 14 of Standard Charge Terms 200033 is hereby excluded)

Provided that the Chargor covenants and agrees with the Chargee that in the event of the Chargor selling,
conveying, transferring or entering into an Agreement for sale or of transfer of title of the property hereby
mortgaged to a purchaser or transferee not approved of in writing by the Chargee, all monies hereby
secured with accrued interest thereon and any prepayment bonus contained herein shall forthwith become
due and payable at the sole option of the Chargee.

TIME OF PAYMENT

Any payment (other than of the regular payments of principal and interest) that is made after 2:00 p.m. on
any date shall be deemed, for the purpose of calculation of interest, to have been made and received on
the next business-banking day.

Initials

Borrowers Guarantor




MANAGEMENT FEE

211

In the event that the Chargee is required to take possession of the lands herein and is required to finish the

dwellings thereon, the Chargee shall be entitled to charge a 10% management fee based on the balance

owing on this mortgage at the time of possession.

SUBSEQUENT ENCUMBRANCES

The Chargor shall not allow to be registered any subsequent charge or mortgage against the mortgaged

property without the express written consent of the Chargee
GUARANTORS

The obligations of the Chargor are guaranteed by David Grand.

Initials

Borrowers

Guarantor
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This is Exhibit “K> referred to in the

affidavit of David Ascott
sworn before me, this____~ 5th

day of _May, 20% e

———

A COMMISSIONER FOR TAKING AFFIDAVITS
A~ N\



MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

THIS IS TO CERTIFY THAT A SEARCH HAS BEEN MADE IN THE RECORDS OF THE

CENTRAL OFFICE OF THE PERSONAL PROPERTY SECURITY SYSTEM IN RESPECT
OF THE FOLLOWING:

TYPE OF SEARCH: BUSINESS DEBTOR

CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

RESPONSE CONTAINS: APPROXIMATELY 3 FAMILIES and 7 PAGES.

THE SEARCH RESULTS MAY INDICATE THAT THERE ARE SOME REGISTRATIONS
WHICH SET OUT A BUSINESS DEBTOR NAME WHICH IS SIMILAR TO THE NAME
IN WHICH YOUR ENQUIRY WAS MADE. IF YOU DETERMINE THAT THERE ARE
OTHER SIMILAR BUSINESS DEBTOR NAMES, YOU MAY REQUEST THAT
ADDITIONAL ENQUIRIES BE MADE AGAINST THOSE NAMES.

THE ABOVE REPORT HAS BEEN CREATED BASED ON THE DATA PROVIDED BY
THE PERSONAL PROPERTY REGISTRATION BRANCH, MINISTRY OF CONSUMER
AND BUSINESS SERVICES, GOVERNMENT OF ONTARIO. NO LIABILITY IS
UNDERTAKEN REGARDING ITS CORRECTNESS, COMPLETENESS, OR THE
INTERPRETATION AND USE THAT ARE MADE OF IT.

213
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MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 1 OF 3 ENQUIRY PAGE : 1 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 751621203 EXPIRY DATE : 27MAY 2024 STATUS

01 CAUTION FILING : PAGE : 01 OF 001 MV SCHEDULE ATTACHED
REG NUM : 20190527 1939 1531 2442 REG TYP: P PPSA REG PERIOD: 5
02 IND DOB : IND NAME:

03 BUS NAME: MUSKOKA GROWN LIMITED

OCN

04 ADDRESS : 50A KEITH RD

CITY : BRACEBRIDGE PROV: ON POSTAL CODE: P1L 1T6
05 IND DOB : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

ROYAL BANK OF CANADA

09 ADDRESS : 7101 PARC AVENUE, 5TH FLOOR

CITY : MONTREAL PROV: QC POSTAL CODE: H3N 1X9

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X X X

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13

14

15

16 AGENT: CANADIAN SECURITIES REGISTRATION SYSTEMS

17 ADDRESS : 4126 NORLAND AVENUE

CITY : BURNABY PROV: BC POSTAL CODE: V5G 3S8

END OF FAMILY

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***
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MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 2 OF 3 ENQUIRY PAGE : 2 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 758487537 EXPIRY DATE : 11DEC 2024 STATUS

01 CAUTION FILING : PAGE : 01 OF 001 MV SCHEDULE ATTACHED
REG NUM : 20191211 1411 1462 9990 REG TYP: P PPSA REG PERIOD: 5
02 IND DOB : IND NAME:

03 BUS NAME: MUSKOKA GROWN LIMITED

OCN

04 ADDRESS : 50 KEITH ROAD

CITY : BRACEBRIDGE PROV: ON POSTAL CODE: P1LOAl
05 IND DOB : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

MUSKOKA COMMUNITY FUTURES DEVELOPMENT CORPORATION

09 ADDRESS : 345 ECCLESTONE DRIVE

CITY : BRACEBRIDGE PROV: ON POSTAL CODE: PI1L1R1

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X X X 500000

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13 GENERAL SECURITY AGREEMENT IN PLACE COVERING ALL ASSETS OF THE

14 BUSINESS

15

16 AGENT: MUSKOKA COMMUNITY FUTURES DEVELOPMENT CORPORATION

17 ADDRESS : 345 ECCLESTONE DRIVE

CITY : BRACEBRIDGE PROV: ON POSTAL CODE: P1L1R1

END OF FAMILY

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***



216

MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE
TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 3 OF 3 ENQUIRY PAGE : 3 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 760902246 EXPIRY DATE : 13MAR 2022 STATUS

01 CAUTION FILING : PAGE : 001 OF 5 MV SCHEDULE ATTACHED
REG NUM : 20200313 1331 6083 9657 REG TYP: P PPSA REG PERIOD: 2
02 IND DOB : IND NAME:

03 BUS NAME: MUSKOKA GROWN LIMITED

OCN

04 ADDRESS : 3440 ECCLESTONE DRIVE UNIT C5

CITY : BRACEBRIDGE PROV: ON POSTAL CODE: P1L 1R1
05 IND DOB : IND NAME:

06 BUS NAME: MUSKOKA GROWN LIMITED

OCN

07 ADDRESS : 50A KEITH ROAD

CITY : BRACEBRIDGE PROV: ON POSTAL CODE: P1L 0Al

08 SECURED PARTY/LIEN CLAIMANT

NITROTIN INC.

09 ADDRESS : 485 INDUSTRIAL AVENUE

CITY : TRURO PROV: NS POSTAL CODE: B2N 6V8

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13 ALL OF THE DEBTOR'S RIGHT, TITLE, ESTATE AND INTEREST IN AND TO

14 WITHOUT LIMITATION THE FOLLOWING COLLATERAL - NITROGEN DOSER (S/N

15 31836287), HIGH VOLUME CANNING SEAMER (S/N FHV20190114V), AND

16 AGENT: ESC CORPORATE SERVICES LTD.

17 ADDRESS : 445 KING STREET WEST, 4TH FL

CITY : TORONTO PROV: ON POSTAL CODE: M5V 1K4

CONTINUED

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***
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MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 3 OF 3 ENQUIRY PAGE : 4 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 760902246 EXPIRY DATE : 13MAR 2022 STATUS

01 CAUTION FILING : PAGE : 002 OF 5 MV SCHEDULE ATTACHED
REG NUM : 20200313 1331 6083 9657 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:

03 BUS NAME:

OCN

04 ADDRESS

CITY : PROV: POSTAL CODE:

05 IND DOB : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

09 ADDRESS

CITY : PROV: POSTAL CODE:

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13 SEMI-AUTOMATIC CHILD RESISTANT LID APPLICATOR (S/N SCP201905011),

14 (COLLECTIVELY REFERRED TO AS THE "EQUIPMENT"), TOGETHER WITH - (A)

15 ALL PROCEEDS THEREOF AND THEREFROM IN ANY FORM, INCLUDING GOODS,

16 AGENT:

17 ADDRESS

CITY : PROV: POSTAL CODE:

CONTINUED

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***
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MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 3 OF 3 ENQUIRY PAGE : 5 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 760902246 EXPIRY DATE : 13MAR 2022 STATUS

01 CAUTION FILING : PAGE : 003 OF 5 MV SCHEDULE ATTACHED
REG NUM : 20200313 1331 6083 9657 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:

03 BUS NAME:

OCN

04 ADDRESS

CITY : PROV: POSTAL CODE:

05 IND DOB : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

09 ADDRESS

CITY : PROV: POSTAL CODE:

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13 DOCUMENTS OF TITLE, CHATTEL PAPER, INVESTMENT PROPERTY, INSTRUMENTS,

14 MONEY AND INTANGIBLES, AND ALL PROCEEDS THEREOF, (B) ALL ACCESSIONS

15 THERETO AND SUBSTITUTIONS THEREFOR, (C) ALL DEEDS, DOCUMENTS,

16 AGENT:

17 ADDRESS

CITY : PROV: POSTAL CODE:

CONTINUED

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***
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MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 3 OF 3 ENQUIRY PAGE : 6 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 760902246 EXPIRY DATE : 13MAR 2022 STATUS

01 CAUTION FILING : PAGE : 004 OF 5 MV SCHEDULE ATTACHED
REG NUM : 20200313 1331 6083 9657 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:

03 BUS NAME:

OCN

04 ADDRESS

CITY : PROV: POSTAL CODE:

05 IND DOB : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

09 ADDRESS

CITY : PROV: POSTAL CODE:

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13 WRITINGS, PAPERS, BOOKS OF ACCOUNT AND OTHER BOOKS RELATING TO OR

14 BEING RECORDS OF THE EQUIPMENT, CHATTEL PAPER OR DOCUMENTS OF TITLE

15 OR BY WHICH SUCH ARE OR MAY HEREAFTER BE SECURED, EVIDENCED,

16 AGENT:

17 ADDRESS

CITY : PROV: POSTAL CODE:

CONTINUED

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***
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MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR
CONDUCTED ON: Muskoka Grown Limited

FILE CURRENCY: April 28, 2020

1C FINANCING STATEMENT / CLAIM FOR LIEN
FAMILY : 3 OF 3 ENQUIRY PAGE : 7 OF 7
SEARCH : BD : MUSKOKA GROWN LIMITED

00 FILE NUMBER : 760902246 EXPIRY DATE : 13MAR 2022 STATUS

01 CAUTION FILING : PAGE : 005 OF 5 MV SCHEDULE ATTACHED
REG NUM : 20200313 1331 6083 9657 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:

03 BUS NAME:

OCN

04 ADDRESS

CITY : PROV: POSTAL CODE:

05 IND DOB : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

09 ADDRESS

CITY : PROV: POSTAL CODE:

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10

YEAR MAKE MODEL V.I.N.

11

12

GENERAL COLLATERAL DESCRIPTION

13 ACKNOWLEDGED OR MADE PAYABLE, AND (D) ALL CONTRACTUAL RIGHTS AND

14 INSURANCE CLAIMS RELATING TO THE EQUIPMENT

15

16 AGENT:

17 ADDRESS

CITY : PROV: POSTAL CODE:

LAST SCREEN

*** FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ***
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This is Exhibit “L” referred to in the

affidavit of David Ascott
sworn before me, this _—5th

day of _May, 2020 :
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This is Exhibit “M” referred to in the
affidavit of David Ascott i

sworn before me, this
day of _May, 2000 2" A
C’/

—

A COMMISSIO FOR TAKING AFFIDAVITS
A ide Nelrn =2
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This is Exhibit “N”» referred to in the
affidavit of David Ascott -
sworn before me, this St

day of _May, 2020 Q?///

A COMMISSIO FOR TAKING AFFIDAVITS
A\ e
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FORM 460 (Rev 06/2019) O

ROYAL BANK OF CANADA CREDIT AGREEMENT DATE: June 20, 2019
BORROWER: SRF:

MUSKOKA GROWN LIMITED 335898391

ADDRESS (Street, City/Town, Province, Postal Code)

50A KEITH RD

BRAEBRIQGE_, ON P1L 1Ti,1 -~ __ - |

Royal Bank of Canada (the “Bank”) hereby confirms to the undersigned (the “Borrower”) the following credit facilities
(the “Credit Facilities”), banking services and other products subject to the terms and conditions set forth below and in
the standard terms provided herewith (collectively the “Agreement”). The Credit Facilities are made available at the sole
discretion of the Bank and the Bank may cancel or restrict availability of any unutilized portion of these facilities at any
time and from time to time without notice.

CREDIT FACILITIES

Facility #1 Revolving demand facility in the amount of $2,000,000.00, available by way of RBP based loans,
LCs and/or LGs.

Minimum retained balance $0.00

Revolved by the Bank in increments of $5,000.00

Interest rate: RBP + 0.50% per annum. Interest payable monthly, in arrears, on the same day each month as determined
by the Bank.

LC & LG fees to be advised on a transaction-by-transaction basis.

Margined: Yes [ ] No [X]

OTHER FACILITIES

The Credit Facilities are in addition to the following facilities (the “Other Facilities™). The Other Facilities will be governed
by this Agreement and separate agreements between the Borrower and the Bank. In the event of a conflict between this
Agreement and any such separate agreement, the terms of the separate agreement will govern.

a) Credit Card to a maximum amount of $25 000.00.

SECURITY

Security for the Borrowing and all other obligations of the Borrower to the Bank, including without limitation, any amounts
outstanding under any Leases, if applicable, (collectively, the “Security™), shall include:

a) General security agreement on the Bank’s form 924 signed by the Borrower constituting a first ranking security
interest in all personal property of the Borrower;

b) Guarantee and postponement of claim on the Bank’s form 812 in the amount of $2,000,000.00 signed by Arthur
Zwingenberger, supported by a Cash collateral agreement on the Bank’s form 610 signed by Arthur Zwingenberger
assigning term deposits and/or guaranteed investment certificates in the amount of $2,000,000.00.

EEES

Arrangement fee of $5,000.00 payable upon acceptance of this Agreement or as agreed upon between the Borrower and
the Bank.

FINANCIAL COVENANTS

In the event that the Borrower changes accounting standards, accounting principles and/or the application of accounting
principles during the term of this Agreement, all financial covenants shall be calculated using the accounting standards
and principles applicable at the time this Agreement was entered into.

® Registered frademark of Royal Bank of Canada.
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Without affecting or limiting the right of the Bank to terminate or demand payment of, or cancel or restrict availability of
any unutilized portion of any demand or other discretionary facility, the Borrower covenants and agrees with the Bank that
the Borrower will:

a) remain licensed by Health Canada to cultivate cannabis without any suspension or revocation thereof;

b) not, without the prior written consent of the Bank:
i) pay any dividends:
fi) use the proceeds of Facility #1 for any other purpose than to support working capital.

REPORTING REQUIREMENTS

The Borrower will provide to the Bank:

a) annual audited financial statements for the Borrower, within 90 days of each fiscal year end;

b) annual forecasted balance sheet, income statement & cash flow statements for the Borrower, within 90 days of each
fiscal year end:

C) such other financial and operating statements and reports as and when the Bank may reasonably require.

OTHER INFORMATION/REQUIREMENTS

a) Inno event will the Credit Facilities or any part thereof be available unless the Bank has received:

i) annual audited financial statements for the Borrower for fiscal year ending March 31, 2019, containing results
substantially similar to the draft annual financial statements for the Borrower for the same period, which were
previously provided to the Bank.

iiy proof of legal name for Arthur Zwingenberger, in form satisfactory to the Bank.

BUSINESS LOAN INSURANCE PLAN

The Borrower hereby acknowledges that the Bank has offered it group creditor insurance coverage on the Borrowings
under the Business Loan Insurance Plan and the Borrower hereby acknowledges that it is the Borrower's responsibility to
apply for any new or increased insurance amount for the Borrowings that may be eligible.

If the Borrower decides to apply for insurance on the Borrowings, the application will be made via the Bank’s Business
Loan Insurance Plan application (form 3460 ENG or 53460 FRE). If the Borrower has existing uninsured Borrowings
and decides not to apply for Business Loan Insurance Plan coverage on any new Borrowings, it hereby acknowledges
that the Bank may accept the Borrower's signature below as the Borrower's waiver of the Bank’s offer to apply for
Business Loan Insurance Plan coverage on all such Borrowings, and that all such Borrowings are not insured under
the Policy as at the date of acceptance of this Agreement.

If the Borrower has Business Loan Insurance Plan coverage on previously approved Borrowings, such coverage will be
applied automatically to all new Borrowings eligible for Business Loan Insurance Plan coverage that share the same
loan account number, up to the approved amount of Business Loan Insurance Plan coverage. This Agreement cannot
be used to waive coverage on new Borrowings eligible for Business Loan Insurance Plan coverage if Business Loan
Insurance Plan coverage is in effect on the Borrower’s existing Borrowings. If the Borrower does not want Business
lLoan Insurance Plan coverage to apply to any new Borrowings, a different loan account number wili need to be set up
and all uninsured loans attached to it.

If the Borrower has existing Borrowings to which Business Loan Insurance Plan coverage applies, and any new
Borrowings would exceed the approved amount of Business Loan Insurance Pian coverage already in place, the
Borrower must apply for additional Business Loan Insurance Plan coverage (if eligible) in order for Business Loan
Insurance Plan coverage to apply to any new Borrowings. If the Borrower decides not to apply for additional Business
Loan Insurance Plan coverage in respect of any new Borrowings (if eligible), the Borrower hereby acknowledges that
the Bank may accept the Borrower's signature below as the Borrower's waiver of the Bank’s offer to apply for additional
Business Loan insurance Plan coverage on such new Borrowings and that such new Borrowings are not insured under
the Policy as at the date the Borrower executes this Agreement. :

If there are any discrepancies between the insurance information in this Agreement and the Business Loan Insurance
Plan documents regarding the Borrowings, the Business Loan Insurance Plan documents govern.

® Registered trademark of Royal Bank of Canada.
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Business Loan Insurance Plan premiums (plus applicable taxes), will be taken as a separate payment, directly from the
bank account associated with the loan, at the same frequency and schedule as your regular loan payments, where
applicable. As premiums are based on the outstanding ioan balance and the insured person’s age at the time the
premiums are due, the cost of Business Loan Insurance Plan coverage may increase during the term of the loan. The
premium calculation is set out in the Business Loan Insurance Plan terms and conditions provided to the Borrower at the
time the application for Business Loan Insurance Plan coverage was completed. Refer to the terms and conditions (form
3460 ENG or 53460 FRE) for further explanation and disclosure.

STANDARD TERMS

The following standard terms have been provided to the Borrower:

[X] Form 472 (06/2019) Royal Bank of Canada Credit Agreement - Standard Terms

[ ]Form 473 (02/2019) Royal Bank of Canada Credit Agreement - Margined Accounts Standard Terms

[ ]Form 473A (10/2017) Royal Bank of Canada Credit Agreement - RBC Covarity Terms and Conditions
[ ]1Form 473B (02/2019) Royal Bank of Canada Credit Agreement - Margined Accounts Standard Terms

ACCEPTANCE
This Agreement is open for acceptance until July 20, 2019, after which date it will be null and void, unless extended by the
Bank in its sole discretion.

ROYAL BANK OF CANADA

Per: '
Title: Vice President

RBC Contact: TIM COMFORT

/ma

CONFIRMATION & ACCEPTANCE

The Borrower (i) confirms that it has received a copy of the Royal Bank of Canada Credit Agreement Standard Terms,
Form 472, as well as all other standard terms which are hereinabove shown as having been delivered to the Borrower, all
of which are incorporated in and form an integral part of this Agreement; and (i) accepts and agrees to be bound by the
terms and conditions of this Agreement including all terms and conditions contained in such standard terms.

Confirmed, accepted and agreed this Z ﬁ day of " s sl , 201 2
MUSKOKA GROWN LIMITED

Per: V& S k
Name: ™ <X qnooo Cerra )
Title: CEO

Per:
Name:
Title:

I'We have the authority to bind the Borrower

® Registered trademark of Royal Bank of Canada.
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Royal Bank of Canada
General Security Agreement

SRF: 335898391 5 COIiII_\IIEF}: E;
Borrower: MUSKOKA GROWN LIMITED BARRIE.
ONTARIO
LAM 1G4
CA

1. SECURITY INTEREST

(a) For value received, the undersigned ("Debtor"), hereby grants to ROYAL BANK OF CANADA ("RBC"), a security
interest (the "Security Interest”) in the undertaking of Debtor and in all of Debtor's present and after acquired personal
property including, without limitation, in all Goods (including all parts, accessories, attachments, special tools, additions and
accessions thereto), Chattel Paper, Documents of Title (whether negotiable -or not), Instruments, Intangibles, Money and
Securities and all other Investment Property now .owned or hereafter owned or acquired by or on behalf of Debtor {including
such as may be returned to or repossessed by Debtor) and in all proceeds and renewals thereof, accretions thereto and
'substitutions therefore (hereinafter collectively called "Collateral), and including, without limitation, all of the following now
owned or hereafter owned or acquired by or on behalf of Debtor:

0] all Inventory of whatever kind and wherever situate;

(iiy all equipment {other than Inventory) of whatever kind and Wherever situate, including, without limitation, all
machinery, tools, apparatus, piant, fumiture, fixtures and vehicles of whatsoever nature or kind;

(iii) all Accounts and book debts and generally all debts, dues, claims, choses in action and demands of every
nature and kind howsoever arising or secured including letters of credit and advices of credit, which are
now due, owing or accruing or growing due to or owned by or which may hereafter become due, owing or
accruing or growing due to or owned by Debtor ("Debts");

{iv) all lists, records and files relating to Debtor's customers, clients and patients;

() all deeds, documents, writings, papers, books of account and other books relating to or being records of
Debts, Chattel Paper or Documents of Title or by which such are or may hereafter be secured, evidenced,
acknowiedged or made payable;

(vi) all contractual rights and insurance claims;

{vii) all patents, industrial designs, trade-marks, trade secrets and know-how including without limitation
environmental technology and biotechnology, confidential information, trade-names, goodwill, copyrights,
personality rights, plant breeders' rights, integrated circuit topographies, software and all other forms of
intellectual and industrial property, and any registrations and applications for registration of any of the
foregoing (collectively "Inteftectual Property™); and

(vi)  all property described in Schedule "C" or any schedule now or hereafter. annexed hereto.
(b) The Security Interest granted hereby shall not exterid or apply to and Collateral shall ot include the last day of the

term of any lease or agreement therefor but upon the enforcement of the Security Interest, Debtor shall stand possessed of
such last day in trust to assign the same to any person acquiring such term.

Please do not write in this area
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(¢) The terms "Goods", "Chattel Paper’, "Document of Title", “Instrument’, "Intangible”, "§ecurity", "Investmen:c'
Property”, "proceeds", "Inventory", "accession®, "Money", "Account’, “financing statement" and "financing change statement’
whenever used herein shall be interpreted pursuant to their respective meanings when used in The Pgrsonal Property
Security Act of the province referred to in Clause 14(s), as amended from time to time, which Act, incIudlr)g ame_ndments
thereto and any Act substituted therefor and amendments thereto is herein referred to as the "P.P.S.A.". Provided always that
the term "Goods" when used herein shall not include "consumer goods" of Debtor as that term is defined in the P.P.S.A,, the
term "Inventory” when used herein shail include livestock and the young thereof after conception and crops that become such
within one year of execution of this Security Agreement and the term "Investment Property", if not defined in the P.P.S.A,
shall be interpreted according to its meaning in the Personal Property Security Act (Ontario). Any reference herein to
"Collateral" shall, unless the context otherwise requires, be deemed a reference to "Collateral or any part thereof”.

2. INDEBTEDNESS SECURED

The Security Interest granted hereby secures payment and performance of any and all obligations, indebtedness and
liability of Debtor to RBC (including interest thereon) present or future, direct or indirect, absolute or contingent, matured or
not, extended or renewed, wheresoever and howsocever incurred and any ultimate unpaid balance thereof and whether the
same is from time to time reduced and thereafter increased or entirely extinguished and thereafter incurred again and whether
Debtor be bound alone or with another or others and whether as principal or -surety thereinafter collectively called the
"Indebtedhess”). If the Security Interest in the Collateral is not sufficient, in the event of default, to satisfy all Indebtedness of
the Debtor, the Debtor acknowledges and agrees that Debtor shall continue to be liable for any Indebtedness remaining.
outstanding and RBC shall be entitled to pursue full payment thereof.

3. REPRESENTATIONS AND WARRANTIES OF DEBTOR

Debtor represents and warrants and so long as this Security’ Agreement remains in effect shall be deemed to
continuously represent and warrant that:

(a) the Coliateral is' genuine and owned by Debtor free of all security interests, mortgages, liens, claims, charges,
licenses, leases, infringements by third parties, encumbrances or other adverse claims -or interests (hereinafter collectively:
called "Encumbrances"), save for the Security Interest and those Encumbrances shown on Schedule "A" or hereafter
approved in writing by RBC, prior to their creation or assumption;.

{b) all Intellectual Property applications and registraticns are valid and in good standing and Debtor is the owner of the.
applications and registrations;

(€) each Debt, Chattel Paper and Instrument constituting Collateral is enforceabte in accordance with its terms against
the party obligated to pay the same (the "Account Debtor*), and the amount represented by Debtor to RBC from time fo time
as owing by each Account Debtor or by all Account Debtors will be the correct amount actually and unconditionally owing by
such Account Debtor or Account Debtars, except for normal cash discounts where applicable, and no Account Debtor will
have any defence, set off, claim or counterclaim against Debtor which -can be asserted against. RBC, whether in any
proceeding to enforce Collateral or otherwise;

{d) the locations specified in Schedule "B" as to business operations and records are accurate and complete-and with
respect to Goods (including: Inventory) constituting Collateral, the locations specified in Schedule "B" are accurate and
complete save for Goods in transit to such locations and Inventory on lease or consignment; and all fixiures or Goods about
to become fixtures and all crops and all ¢il, gas or other minerals to be extracted and all timber to be eut which forms part of
the Collateral will be situate at one of such locations; and.

(e) the execution, delivery and performance of the obligations under this Security Agreement and the creation of any

security interest in or assignment hereunder of Debtor's rights in the Collateral to RBC will not result in a breach of any
-agreement to which Debtor is a party.

4. COVENANTS OF THE DEBTOR

Please do not write in this area

RBC235898391002012000924

®Registered trademark of Royal Bank af Canada E-Form 00924 (2008/03) 2 of12




248

So long as this Security Agreement remains in effect Debtor covenants and agrees: o _-

(@) to defend the Collateral against the claims and demands of all other parties cl,a.tmmg the same or an interest
therein; to diligently initiate and prosecute legal action against all infringers of Debtor's rights in Intellectua! Property,; _to-take
all reasonable action to keep the Collateral free from all Encumbrances, except for the Security Interest, .igcens{e{s which are
compulsory tinder federal or provincial legislation and those shown on Schedule "A” or hereafter approved in vgn;gng' by RBC.
prior to their creation or assumption, and not to sell, exchange, transfer, assign, lease, license or otherwise dispose pf
Collateral or any interest therein without the prior written consent of RBC; provided always that, until default, Debtor_ may, in
the ordinary course of Debtor's business, sell or lease Inventory and, subject to Clause 7 hereof, use Money available to
Debtor;

(b) to notify RBC promptly of:

(i) any change in the information contained herein or in the. Schedules hereto relating to Debtor, Debtor's
business or Collateral,

(i) the details of any significant acquisition of Collateral,
(iii) the details of any claims or litigation affecting Debtor or. Collateral,
(iv) any loss or damage to Collateral,

(v) any default by any Account Debtor in payment or other performance of its obligations with respect to
Collateral, and

(vi) the return to or repossession by Debtor of Coliateral;

(c) to keep Collateral in good order, coriditioh and repair and not to use Collateral in violation of the provisions of this
Security Agreement or any other agreement relating to Collateral or any policy insuring Collateral or any. applicable statute,
law, by-law, rule, regulation or ordinarice; to keep all agreemenits, registrations and applications relating to Intellectual
‘Property and intellectual property used by Debtor in its business in good standing and to renew all agreements and
registrations as may be necessary or desirable te protect Inteliectual Property, unless otherwise agreed in writing by RBC; to
apply to register all existing and future copyrights, trade-marks, patents, integrated circuit topographies and industrial designs
whenever it is commercially reasonabie to do so;.

{d) to do, execute, acknowledge and deliver such financing statements, financing change statements and further
assignments, transfers, documents, acts, matters and things (including further schedules hereto) as may be reasonably
requested by RBC of or with respect to Collateral in order to give effect to these presents :and to pay all casts for searches
and filings in connection therewith;

(e) to pay all taxes, rates, levies, assessments and other charges of every nature which may be lawfully levied,
assessed or imposed against orin respect of Debtor or Collateral as and when the same become due and payable;

() toinsure collateral in such amounts and against such risks as woutd customarily be insured by a prudent owner of
similar Collateral and in such additional amounts and against such additional risks as RBC may from time to time direct, with
loss payable to RBC and Debtor, as insureds, as their respective interests may- appear, and to pay all premiums therefor and
deliver copies of policies and evidence of renewal to RBC on request;

(g) to prevent Collateral, save Inventory sold or leased as permitted hereby, from being or becoming an accession to
other property not covered by this Security Agreement;

(h) to carry on and conduct the business of Debtor in a proper and efficient manner and so as to protect and preserve
Collateral and to keep, in accordance with generally accepted accounting principles, consistently applied, proper books of
account for Debtor's business as well as accurate and complete records conceming Collateral, and mark any and all such
records and Collateral at RBC's request so as to indicate the Security Interest;

(i) to deliver to RBC from time to time promptly upon request:

Please do not write in this area

12000924

BRegistered trademark of Royal Bank of Canada E-~Form 00924 (2008/03) 3 of12




249

(iy any Documents of Title, Instruments, Securities and Chattel Paper constituting, representing or relating to
Collateral,

(iiy all books of account-and all records, ledgers, reports, correspondence, schedules, documents, statements,
lists.and other writings relating to-Coltateral for the purpose of inspecting, auditing or copying the same,

(iii) all financial statements prepared by or for Debtor regarding Debtor's business,
(iv) all policies and certificates of insurance relating to Collateral, and

(v) such information concerning Collateral, the Debtor and Debtor's business and affairs as RBC may reasonably
reqguest.

5. USE AND VERIFICATION OF COLLATERAL

Subject to compliance with Debtor's covenants contained herein and Clause 7 hereof, Debtor may, until default,
possess, operate, collect, use and enjoy and deal with Collatera! in the ordinary course of Debtor's business in any manner
not inconsistent with the provisions hereof; provided always that RBC shall have the right at any time and from time to time to
verify the existence and state of the Collateral in any manner RBC may consider appropriate and Debtor agrees to furnish all
assistance and information and to perform all such acts as RBC may reasonably request in connection therewith and for such
purpose to: grant to RBC or its agents access to all places where Collateral may be located and to all premises occupied by
Debtor,

6. SECURITIES, INVESTMENT PROPERTY

If Collateral at any time includes Secirities, Debtor authorizes RBC to transfer the same or any part thereof into its own
name or that of its nominee(s) so that RBC or its nominee(s) may appear of record as the sole owner thereof; provided that,
until default, RBC shall deliver promptly to Debtor all notices or other communications received. by it or its nominee(s) as such
registered owner and, upon demand and receipt of payment of any necessary expenses thereof, shall issue to Debtor or its
order a proxy to vote and take all action with respect to such Securities. After default, Debtor waives all rights to receive any
notices or communications received by RBC or its nominee(s) as such registered owner and agrees that no proxy issued by
RBC to Debtor of its order as aforesaid stiall thereafter be effective.

Where any investment Property is held in-or credited to.an account that has been established with a securities intermediary,
RBC may, at any time after default, give a notice of exclusive control to any such securities intermediary with respect to such
Investment Property.

7. COLLECTION OF DEBTS

Before or after defauit under this Security Agreement, RBC may notify all or any Account Debtors of the Security
interest and may also direct such Account Debtors fo make all payments on Collateral to RBC. Debtor ackriowledges that any
payments on or other proceeds of Collateral received by Debtor from Account Debtors, whether before or after notification of
this Security Interest to Account Debtors and whether before or after default under this Security Agreement, shall be received
and held by Debtor in trust for RBC and shall be turned over to RBC upon request.

8. INCOME FROM AND INTEREST ON COLLATERAL

(a) Until default, Debtor reserves the right to receive any Money censtituting income from or interest on Collateral and
if RBC receives any such Money prior-to default, RBC shall either credit the same against the Indebtedness or pay the same
prompitly to Debtor.

(b) After default, Debtor will not request or receive any Money constituting income from or interest on Collateral and if

Please do not write in this area
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Debtor receives any such Money without any request by it, Debtor will pay the same promptly to RBC.
9. INCREASES, PROFITS, PAYMENTS OR DISTRIBUTIONS

() Whether or not default has occurred, Debtor authorizes RBC;

{i) to receive any increase in or profits on Collateral (other than Money} and to hold the same as part of
Collateral. Money so received shall be treated as income for the purposes of Clause 8 hereof and dealt
with accordingly;

(i) to receive any payment or distribution upon redemptlon or retirement or upon dissolution and liquidation
of the issuer of Collateral; to surrender such Collateral in exchange therefor and to hold any such
payment or distribution as part of Collateral.

{(b) If Debtor receives any such increase or profits (other than Money) or payments or distributions, Debtor will defiver
the same promptly to RBC to be held by RBC as herein provided.

10. DISPOSITION OF MONEY

Subject to: any applicable requirements of the P.P.S.A., all Money collected or received by RBC pursuant to or in
exercise of any right it possesses with respect to Collateral shall be applied on account of Indebtedness in such manner as
RBC deems best:or, at the option of RBC, may be held unappropriate in a collateral account or released to Debtor, alf without

prejudice to-the liability of Debtor or the rights of RBC hereunder, and any surplus shall be accounted for as required by law.

14. EVENTS OF DEFAULT

The happening of any of the following events or conditions shall constitute default hereunder which is herein referred to as
"default™:

~ (&) the nonpayment when due, whether by acceleration or otherwise, of any principal or interest forming part of
Indebtedness or the failure of Debtor to observe or perform any obligation, covenant, term, provision or condition contained in
this. Security Agreement or any other agreement between Debtor and RBC;

(b) the death of or a declaration of incompetency by a court of competent jurisdiction with respect to Debtor, if an
individual;

(c) the bankruptcy or insolvency of Debtor; the filing against Debtor of a petition in bankruptcy; the making of an
assignment for the benefit of creditors by Debtor; the appointment of a receiver or trustee for Debtor or for any assets of
Debtor or the institution by or against Debtor of any othertype of insolvency proceedlng under the Bankruptcy and Insolvency
Act or otherwise;

(d) the institution by or against Debtor of any formal or informal proceeding for the dissolution or liquidation of,
settlement of claims against or winding up of affairs of Debtor;

(e) if any Encumbrance affecting Collateral becomes enforceable against Collateral;

(f) if Debtor ceases or threatens to cease to carry on business or makes or agrees to make a bulk sale of assets
without complying with applicable law or-commits or threatens to commit an act of bankruptcy;

{g) if any execution, sequestration, extent or other process of any couri becomes enforceable against Debtor or if
distress or analogous process is levied upon the assets of Debtor or any part thereof;

(h) if any certificate, statement, representation, warranty or audit report heretofore or hereafter furnished by or on
behalf of Debtor pursuant to or in connection with this Security Agreement. or otherwise (including, without limitation, the

Please do not writé in this area
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representations and warranties contained herein) or as an inducement to RBC to extend any credit to or to enter into this or
any other agreement with Debtor, proves to have been false in any material respect at the time as of which the facts therein
set forth were stated or certified, or proves to have omitted any substantial contingént or unliquidated liability or claim against
Debtor: or if upon the date of execution of this Security Agreement, there shall have been any material adverse change in any
of the facts disclosed by any such certificate, representation, statement, warranty or audit report, which change shall not have
been disclosed to RBC at or prior to the time of such exécution.

12. ACCELERATION

RBC, in its sole discretion, may declare all or any part of Indebtedness which is not by its terms payable on demand to
be immediately due and payabl'e without demand or notice of any kind, in the event of default, or if RBC corisiders itself
insecure or that the Coliateral is in jeopardy. The provisions of this clause are not intended in any way to affect any rights of
RBC with respect to any indebtedness which may now or hereafter be payable on demand.

13. REMEDIES

(a) Upon default, RBC may appoint or reappoint by instrument in writing, any person or persons, whether an officer or
officers or an employee or employees of RBC or not, to be a receiver or receivers (hereinafter called a "Receiver”, which term
when used herein shall include a receiver and manager)-of Collateral {including any interest, income or profits therefrom) and.
may remove any Receiver so appointed and appoirit another in his/her stead. Any such Receiver shall, so far as concerns
responsibility for his/her acts, be deemed the agent of Debtor and not RBC, and RBC shall not be in any way responsible for
any misconduct, negligence or non-feasance on the part of any such Receiver, his/her servants, agents or employees
Subject to the provisions of the instrument appointing him/her, any such Receiver shall have power to iake possession of
Collateral, to preserve Coilateral or its value, to carry on or concur in carrying on all or any part of the business of Debtor arid
to sell, lease, license or otherwise dispose of or concur in selling, leasing, licensing or otherwise disposing of Collateral. To
facilitate the foregoing powers, any such Receiver may, to the exclusion of all others, including Debtor, enter upon, use and
occupy alt premises owned or occupied by Debtor wherein Collateral may be situate, maintain Collaterat upon such premises,
borrow money on a secured or unsecured basis and use Collateral directly in carrying on Debtor's business or as security for
loans or advances to enable the Receiver to carry on Debtor's business or otherwise, as such Receiver shali, in its discretion,
determine. Except a@s may be otherwise directed by RBC, all Money received from time to timé by such Receiver in carrying
out his/her appointment shail be received in trust for and paid over to RBC. Every such Receiver may, in the discretion of
RBC, be vested with all or any of the rights and powers of RBC.

(b) Upon default, RBC may, either directly or through its agents or nominees, exercise any or all of the powers and
rights given to-a Receiver by virtue of the foregoing sub-clause (a).

(c) RBC may take possession of, collect demand, sue on, enforce, recover and recelve Collateral and give valid and
binding receipts and dlscharges therefor and in respect thereof and, upon default, RBC may sell, license, lease or otherwise
dispose of Collateral in such manner, at such time or times and place.or places, for such consideration and upon such terms
and conditions as to RBC may seem reasonable,

{d) In addition to those rights granted herein and in any other agreement now or hereafter in effect between Debtor
and RBC and in addition to any other rights RBC may have at law or in equity, RBC shall have, both before and after default,
all rights and remedies of a secured party under the P.P.S.A. Provided always, that RBC shall not be liable or accotintable for
any failure to exercise its remedies, take possession of, collect, enforce, realize, sell, lease, license or otherwise dispese of
Collateral or to institute: any proceedings for such. purposes. Furthermore, RBC shall have no obligation to take any steps to
preserve rights against prior parties to-any Instrument or Chattel Paper whether Collateral or proceeds and whether or not in
RBC's possession and shall not be liable or accountable for failure to do so.

(&) Debtor acknowledges that RBC or any Receiver appointed by it may take possession of Collateral wherever it may
be located and by any method permitted by law and Debtor agrees upon request from RBC or any such Receiver to assemble
and deliver possession of Collateral at such place or places as directed.

() Debtor agrees to be liable for and to pay all costs, charges and expensés reasonably incurred by RBC or any

Please do not write in this area

L Y
RBC335898391006012000924

®Registered trademark of Royal Bank of Canada E-Form 003824 (2008/03) 6 of12




252

Receiver appointed by it, whether directly or for services rendered (including reasonable solicitors and auditors costs and
other legal expenses and Receiver remuneration), in operating Debtor's accounts, in prepanng or enforcing this Security
Agreement, takmg and maintaining custody of, preserving, repairing, processing, preparing for disposition and disposing of
Collateral and in enforcing or collecting indebtedness and all such costs, charges and expenses, together with any amounts
owing as a resiilt of any borrowing by RBC or any Receiver appointed by it, as permitted hereby, shall be a first charge on the
proceeds of realization, collection or disposition of Collateral and shall be secured hereby:.

(@ RBC will give Debtor such notice, if any, of the date, time and place of any public sale or of the date after which
any private disposition of Collateral is to be made as may be required by the P.P.S.A..

(h) Upon default and receiving written demand from RBC, Debtor shall take such further action as may be necessary’
to evidence and effect an assignment or licensing of Intellectual Property to whomever RBC directs, including to RBC. Debtor
appoints any officer or director or branch manager of RBC upon default to be its attorney in accordance with applicable
legislation with full power of substitution-and to do on Debtor's behalf anything that is required to assign, ficense or transfer,
and to record any assignment, licence or transfer of the Collateral. This power of attorney, which is coupled with an interest, is

irrevocable until the release or discharge of the Security Interest.

14. MISCELLANEOUS

(@) Debtor hereby authorizes RBC to file such financing statements, financing change statements and other
documents and do such acts, matters and things (including completing and adding schedules hereto |dent|fy|ng Collateral or
any permitted Encumbrances affecting Collateral or identifying the locations at which Debtor's business is carried on and
Coliateral and records relating thereto are situate) as RBC may deem apprapriate to perfect on an ongeing basis and continue
the Security Interest, to protect and preserve Collateral and to realize upon the Security Interest and Debtor “hereby
irrevocably constitutes and appoints the Manager or Acting Manager from time to time of the herein mentioned branch of RBC
the true and lawful ‘attorney of Debtor, with full power of substitution, to do any of the foregoing in the name of Debtor
whenever and wherever it may be deemed necessary or expedient.

(b) Without limiting any other right of RBC, whenever indebtedness is immediately due and payable or RBC has the
right to declare Indebtedness to be immediately due and payable (whether or not it has so declared) RBC may; in its sole
discretion, set off against Indebtedhess any and all amounts then owed to Debtor by RBC in any capacity, whether or not
due, and RBC shall be deemed to have exercised such right to set off immediately at the time of making its decision to do so
even though any charge therefor is made or entered on RBC's records subseqguent thereto.

{c) Upon Debtor's failure to perform-any of its duties hereunder, RBC may. but shall not be obligated to, perform any
or all of such duties, and Debtor shall pay to RBC, forthwith upon written demand therefor, an. amount equal to the expense
incurred by RBC in so doing plus interest thereon from the date such -expense is incurred until it is paid at the rate of 15% per
annum.

(d RBC may grant extensions of time and other indulgences, take and give up security, accept compositions,
compound, compromise, settle, grant releases and discharges and otherwise deal with Debtor, debtors of Debtor, sureties
and others and with Collateral and other security as RBC may see fit without prejudice to the liability .of Debtor or RBC's right.
to hold and realize the Security Interest. Furthermore, RBC may demand, collect and sue on Collateral in either Debtor's or
'RBC's naime, at RBC's option, and may endorse Debtor's name.on any and all cheques, commercial paper, and any other
Instruments pertaining to or constituting Collateral.

() No delay or omission by RBC in exercising any right or remedy hereunder or with respect to a@ny Indebtedness
shall operate as a waiver thereof or of any other right or remedy, and no single or partial exercise thereof shall preclude any
other or further exercise thereof or the exercise. of any other right or remedy. Furthermore, RBC may remedy any default by
Debtor hereurider or with respect to any Indebtedness in any reasonable manner without waiving the default remedied and
without waiving any other prior or subsequent default by Debtor. All rights and remedies of RBC granted or recognized herein
are cumulative and may be exercised at any time and from time to time independently or in combination.

(f) Debtor waives protest of any instrument constituting Collateral at any time held by RBC on which Debtor is in any
way liable and, subject to Clause 13(g) hereof, notice of. any other action taken by RBC.
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(g) This Security Agreement shall enure to the benefit of and be binding upon the parties hereto and their respective
heirs, executors, administrators, successors and assigns. In any action brought by an assignee. of this Security Ag‘reement
and the Security Interest or any part thereof to enforce any rights hereunder, Debtor shall not assert against the assignee any
claim or defence which Debtor now has or hereafter may have against RBC. If more than one Debtor executes this Security
Agreement the obligations of such Debtors hereunder shall be joint and several.

(h) RBC may provide any financial and other information it has about Debtor, the Security Interest and the Collateral to
-any one acquiring or who may acquire an interest in the Security Interest or the Collateral from the Bank or any one acting on
behalf of the Bank.

(i) Save for any schedules which may be added hereto pursuant to the provisions hereof, no modification, variation or
amendment of any provision of this Security Agreement shall be made except by a written agreement, executed by the
parties hereto and no waiver of any provision hereof shall be effective unless in writing.

(i) Subject to the requirements of Clauses 13(g) and 14(k) hereof, whenever either party hereto is required or entitled to
notify or direct the other or to make a demand or request upon the other, such notice, direction, demand or request shall be in
writing and shali be sufficiently given, in the case of RBC, if delivered to it or sent by prepaid registered mail addressed to.it at
its address herein set forth or as changed pursuant hereto, and, in the case of Debtor, if delivered to it or if sent by prepaid
registered mail addressed to it at its last address known to RBC. Either party may notify the other pursuant hereto of any
charige in such party's principal address to be used for the purposes hereof.

(K) This Security Agreement and the security afforded hereby is in addition to and not in substitution for any other
security now or hereafter held by RBC and is intended to be a continuing Security Agreement and shall remain in full force
and effect until the Manager or Acting Manager from time to time of the herein mentioned branch of RBC shall actually
receive written notice of its discontinuance; and, notwithstanding such notice, shall remain in full force and effect thereafter
until all Indebtedness contracted for or created before the receipt of 'such notice by RBC, and any extensions or renewals
thereof (Whether made before or after receipt of such notice) together with interest accruing thereon after such notice, shall be
paid in full.

{l) The headings used in this Security Agreement are for convenience only and are not be considered a part of this
Security Agreement and do not in any way limit or amplify the terms and provisions of this Security Agreement.

(m) When the context so requires, the singular number shall be read as if the plural were expressed and the provisions
hereof shall be read with all grammatical changes necessary dependent upon the person referred to being a male, female,
firm or corporation.

(n) In the event any provisions of this Security Agreement, as amended from time to time, shall be deemed invalid or
void, in whole or in part, by any Court of competent jurisdiction, the remaining terms and provisions. of this Security
Agreement shall remain in full force and effect.

(0) Nothing herein contained shall in any way obligate RBC to grant, continue, renew, extend time. for payment of or
accept anything which constitutes or would constitute Indebtedness.

(p) The Security Interest created hereby is intended to attach when this Security Agreement is signed by Debtor and
delivered to RBC.

(0) Debtor acknowledges and agrees that in the event it amalgamates with any other company or companies it is the
intention of the parties hereto that the term "Debtor” when used herein shall apply to each of the amalgamating companies
and to the amalgamated.company, such that the Security Interest granted hereby

(i) shall extend to "Collateral (as that term is herein defined) owned by each of the amalgamating companies
and the amalgamated company at the time of amalgamation and to any “Collateral" thereafter owned or acquired by the
amalgamated company, and

(ii) shall secure the "Indebtedness" (as that term is herein defined) of each of the amalgamating companias and
the amalgamated company to RBC at the time of amalgamation and any “"indebtedness” of the amalgamated company to
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RBC thereafter arising. The Security Interest shall attach to "Collateral" owned by each company amalgamating with Debtor,
and by the amalgamated company, at the time of the amalgamation, and shall attach to any "Collateral" thereafter owned or
acquired by the amalgamated company when such becomes owned or is acquired.

() In the event that Debtor is a body corporate, it is hereby agreed that The Limitation of Civil Rights Act of the
Province of Saskatchewan, or any provision thereof, shall have no application to this Security Agreement or any agreement o
instrument renewing or extending or collateral to this Security Agreement. In the .event that Debtor is an agricultural
corporation within the meaning of The Saskatchewan Farm Security Act; Debtor agrees with RBC that all of Part IV (other

‘than Section 46) of that Act shall not apply to Debtor.

(s) This Security Agreement and the transactions evidenced hereby shall be governed by and construed in accordance
with the faws of the province in which the herein branch of RBC is located, as those laws may from time to time be in effect,
except if such branch of RBC is located in Quebec then, this Security Agreemeént and the transactions evidenced hereby shall
be governed by and construed in accordance with the laws of the Province of Ontario and the laws of Canada applicable
therein,

15. COPY OF AGREEMENT

(@) Debtor hereby acknowledges receipt of a copy of this Security Agréement.
(b) Debtor waives Debtor's right to receive a copy of any ﬁnanciiﬁg statement or financing change statement

registered by RBC or of any verification statement with respect to any financing statement or financing change statement
registered by RBC. (Applies in all P.P.S.A. Provinces except Ontario).

16. Debtor represents and warrants that the following information is accurate:

BUSINESS DEBTOR

NAME OF BUSINESS DEBTOR
MUSKOKA GROWN LIMITED

ADDRESS OF BUSINESS ~ [CITY PROVINCE POSTAL CODE
DEBTOR BRACEBRIDGE ONTARIO P1L1T6
50A KEITH RD

IN WITNESS WHEREOF Debtor has executed this Security' Agreement this cg ? day /Y Q"’I / Q‘JlO(

MUSKOKA GROWN LIMITED

WITNESSES

WITNESSES
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SCHEDULE "A™
(ENCUMBRANCES AFFECTING COLLATERAL)
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SCHEDULE "B"

1. Locations of Debtor's Business Operations

50A KEITH RD,
BRACEBRIDGE
ONTARIO

CA

PIL1T6

2. Locations of Records relating to Collateral

50A KEITH RD,
BRACEBRIDGE
ONTARIO

CA

‘P1L1T6

3. Locations of Collateral

50A KEITH RD,
BRACEBRIDGE
ONTARIO

CA

P1L1T6
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SCHEDULE "C"

(DESCRIPTION OF PROPERTY)
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This is Exhibit “p» referred to in the

affidavit of David Ascott

sworn before me, this _Sth”

day of _May, 2020 _—_— —
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Royal Bank of Canada

Guarantee and Postponement of Claim

SRF: 335898391 5 COLLIER 5T

- KA GROWN LIMITED 2ND FLR
Borrower: MUSKOKA GRO\ IMITEI BARRIE

ONTARIO
L4M 1G4
CA

TO: ROYAL BANK OF CANADA

FOR VALUABLE CONSIDERATION, receipt whereof is hereby acknowledged, the undersigned and each of them (if
more than one) hereby jointly and. severally guarantee(s) payment on demand to Royal Bank of Canada (hereinafter called
the "Bank") of all debts and liabilities, present or future, direct or indirect, absolute or contingent, matured or not, at any time
owing by MUSKOKA GROWN LIMITED (hereinafter called the "Customer”) to the Bank or remaining unpaid by the Customer

to the Bank, heretofore or hereafter incurred or arising and whether incurred by or arising from agreement or dealings

between the Bank and the Customer or by or from any agreement or dealings with any third party by which the Bank may be
or become in any manner whatsoever a creditor of the Customer or however otherwise incurred or arising anywhere within or
outside the country where this guarantee is executed and whether the Customer be bound alone or with another or others
and whether as principal or surety (such debts and liabilities being hereinafter called the "|iabilities"); the liability of the
undersigned hereunder being limited to the sum of $2,000,000.00 together with interest thereon from the date of demand for
payment at a rate equal to the Bank's Prime Interest Rate plus 5.00 percent per annum as well after as before default and
judgment.

AND THE UNDERSIGNED AND EACH OF THEM (IF MORE THAN ONE) HEREBY JOINTLY AND SEVERALLY AGREE(S)
WITH THE BANK AS FOLLOWS:

(1} The Bank may grant time, renewals, extensions, indulgences, releases and discharges to, take securities (which word as
used herein includes securities taken by the Bank from the Customer and others, monies which the Customer has on deposit
with the Bank, other assets of the Customer held by the Bank in safekeeplng or otherwise, and other guarantees) from and
give the same and any or ali existing securities up to, abstain from taking securities from, or perfecting securities of, cease or
refrain from giving credit or making loans or advances to, or change any term or condition applicable to the Liabilities,
including without limitation, the rate of interest or maturity date, if any, or introduce new terms and conditions with regard to
the Liabilities, or accept compositions from and otherwise deal with, the. Customer and others and with all securities as the
Bank may see fit, and may apply all moneys at any time received from the Customer or others or from securities upon such
part of the Liabilities as the Bank deems best arnd change any such application in whole or in part from time to time as the
Bank may see fit, the whole without in any way limiting or lessening the liability of the undersigned under this guarantee, and
no loss of or in respect of any securities received by the-Bank from the Customer or others, whether occasicned by the fault
of the Bank or otherwise, shall in any way limit or lessen the liability of the undersigned under this guarantee.

(2) This guarantee shall be a continuing guarantee and shall cover all the Liabilities, and it shall apply to and secure any
uttimate balance due or remaining unpaid to the Bank.

(3) The Bank shall not be bound to exhaust its recourse against the Customer or others or any securities it may at any time
hold before: being entitled to payment from. the undersigned. of the Liabilities. The undersigned renounce(s) to ali benefits of
discussion and division.
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(4) The undersigned or any of them may, by notice in writing delivered to the Manager of the branch or agency of the Bank
receiving this instrument, with effect from and after the date that is 30 days following the date of receipt by the Bank of such
notice, determine their or his/her liability under this guarantee in respect of Liabilities thereafter incurred or arising but not in
respect of any Liabililies theretofore incurred or arising even though not then matured, provided, however, that
notwithstanding. receipt of any such notice the Bank may fulfil any requirements of the Customer based on agreements
express or implied made prior to the receipt of such notice and any resulting Liabilities shall be covered by this guarantee;
and prov1ded further that in the event of the determination of this guarantee as to one or more of the undersigned it shall
remain a continuing guarantee as to the other or others of the undersigned.

(5) Alt indebtedness and liability, present and future, of the customer to the undersigned or any of them are hereby. assigned
to the Bank and postponed to the Liabilities, and all moneys received by the undersigned or any of them in respect thereof
shall be received in trust for the Bank and forthwith upon receipt shall be paid over to the Bank, the whole without in any way
limiting or lessening the liability of the undersigned under the foregoing guarantee; and this assignment and postponement is
independent of the said guarantee and shall remain in full effect notwithstanding that the liability of the undersigned or any of
them under the said guarantee may be extinct. The term “Liabilities”, as previously defined, for purposes of the postpornement
feature provided by this agreement, and this sectiori in particular, includes any funds advanced or held at the disposal of the
Customer under any line(s) of credit.

(6) This guarantee and agreement shall not be affected by the death or loss or diminution of capacity of the undersigned or
any of them or by any change in the name of the Customer or-in the membership of the Customer's firm through the death or
retirement of one or more partners or the introduction of ene or more other partners or otherwise, or by the acquisition of the
Customer's business by a corporation, or by any change whatsoever in the objects, capital structure or constitution of the
Customer, or by the Customer's business being amalgamated with a corporation, but shall notwithstanding the happenmg of
any such event continue to apply to all the Liabilities whether theretofore or thereafter incurred or arising and in this
instrument the word "Customer" shall include every such firm and corporation.

{7) This guarantee-shall not be .considered as wholly or partially satisfied by the payment or liquidation at any time or times
of any sum or sums of money for the time being due or remaining unpaid to the Bank, and all dividends,

compositions, proceeds of security valued and payments received by the Bank from the Customer or from others or from
estates shall be regarded for all purposes as payments in gross without any right on the part of the undersigned te claim in
reduction of the liability under this guarantee the benefit of any such dividends, compositions, proceeds or payments or any
securities held by the Bank or proceeds thereof, and the undersigned shall have no. right to be subrogated in any rights
of the Bank until the Bank shall have received payment in full of the Liabilities.

{8) All monies, advances, renewals, credits and credit facilities in fact borrowed or obtained from the Bank shall be
deemied to form part of the Liabilities, notwithstanding any lack or limitation of status or of power, incapacity or disability of
the Customer or of the directors, partners or agents of the ‘Customer, or that the Customer may. net be a legal or suable
entity, or any irregularity, defect or informality in the borrowing or obtaining of such monies, advances, renewals, credits or
credit facilities, or any other reason, similar or not, the whole whether known to the Bahk or not. Any sum which may not be
recoverable from  the undersigned on ‘the footing of a guarantee, whether-for the reasons seét out in the previous
sentence, or for any other reason, similar or not, shall be recoverable from the undersigned and each of them as sole or
principal debtor in respect of that sum, and shall be paid to the Bank on demand with interest ahd accessories.

(9) This guarantee is in addition to anid not in substitution for any other guarantee by whomsoever given, at any time held
by the Bank, and any present or future obligation to the Bank incurred or arising otherwise than under a guarantee, of the’
undemgned or any of them or of any other obligant, whether bound with ‘or apart from the Customer; excepting any
guarantee surrendered for cancellation on delivery of this instrument or confirmed in writing by the Bank to be cancelled.

(10) The undersigned and each of them shall be bound by any account settled between the Bank and the Customer, and if
no such account has been s6 settled immediately before demand for payment under this guarantee any account stated by
the Bank shall be accepted by the undersigned and each of them as conclusive evidence of the amount which at the date of
the account so stated is due by the Customer to the Bank or remains unpaid by the Customer to the Bank.

(11) This guarantee and agreement shall be operative and binding upon every signatory thereof notwithstanding the
nen-execution thereof by any other proposed signatory or signatories, and possession of this instrument by the Bank shall
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be conclusive evidence against the undersigned and each of them that this instrument was not delivered in escrow or
pursuant to any agreement that it should not be effective until any conditions precedent or subsequent had been complied
with, unless at the time of receipt of this instrument by the Bank each signatory thereof obtains from the Manager of the
branch or agency of the Bank receiving this instrument a letter setting out the terms and conditions under which this
instrument was delivered and the conditions, if any, to be observed before it becomes effective.

(12) No suit based on. this guarantee shall be instituted until demand for payment has been made; and demand for
payment shall be deemed to have been effectually made upon any guarantor if and when an ehvelope containing such
demand, addressed to such guarantor at the address of such guarantor last known to the Bank, is posted. postage prepaid,
in the post-office; and in the event of the death of any guarantor demand for payment addressed to any. of such guarantor's
heirs, executors, administrators or legal representatives at the address of the addressee {ast known to the Bank and posted
as aforesaid shall be deemed to have been effectually made upon all of them. Moreover, when demand for payment has
been made, the undersigned shall also be liable to the Bank for all legal costs (on.a solicitor and own client basis) incurred by
or on behalf of the Bank resulting from any action instituted on the basis of this guarantee. All payments hereunder shall be
made to the Bank at a branch or agency of the Bank. o

(13) This instrument covers all agreements between the parties hereto relative to this guarantee and assignment and
postponement, and none of the parties shall be bound by any representation or promise made by any person relative
thereto which is not embodied herein.

(14) This guarantee and agreement shall extend to and enure to the benefit of the Bank and its-successors and assigns, an
every reference herein to the undersigned or to each of them or to any of them, is a reference to and shall be construed as
including the undersigned and the heirs, executors, administrators, legal representatives, successors and assigns of the
undersigned or of each of them or of any of them, as the case may be, to and upon all of whom this- guarantee and
agreement shall extend and be binding.

(15) Prime I'nterest Rate is the annual rate of interest announced from time to time by Royal Bank of Canada as a reference
rate then in effect for determining interest rates on Canadian dallar commercial loans in Canada.

(16) This Guarantee and Postponement of Claim shall be governed by and construed in accerdance with the laws of the
province of ONTARIO ("Jurisdiction"). The undersigned irrevocably submits to the courts of the Jurisdiction in any action or
proceeding arising out of or relating to this Guarantee and Postponement of Claim, and irrevocably agrees that all such
actions and proceedings may be heard and determined in such courts, and irrevocably waives, to the fullest extent possible,
‘the defense of an inconvenient forum. The undersigned agrees that a judgment or order in any such action or proceeding may
be enforced in other jurisdictions in any manner provided by law. Provided, however, that the Bank may serve legal process
in any manner permitted by law or may bring an action or proceeding against the undersigned or the property or assets of the
undersigned in the courts of any other jurisdiction.

(17) The Undersigned hereby acknowledges receipt of a copy of this agreement.

{oplcatis n al (18) The: Undersigned hereby waives Undersigned's right to receive a copy of any Financing Statement or Financing Change

eeeptamtaio) - Statement registered by the Bank.
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This is Exhibit “Qr referred to in the
affidavit of ___David Ascott =
sworn before me, this
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day of _May.2020— ~ __—
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Royal Bank of Canada

Cash Collateral Agreement

SRF: 335898391 5 COLLIER ST

e | 2ND FLR
Borrower: MUSKOKA GROWN LIMITED ey

QONTARIO
L4M 1G4
CA

To: ROYAL BANK OF CANADA ("Bank")
ROYAL BANK MORTGAGE CORPORATION ("RBMC™)
ROYAL TRUST CORPORATION OF CANADA ("RTCC")
THE ROYAL TRUST COMPANY ("RTC")

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, the undersigned (the "Customer”) hereby
agrees with the Bank and with the Deposit Holder (defined below), with respect to all amounts ("Amounts”) now or hereafter
standing to the credit of the Customer as a result of any deposits or other credits made before, on or after the date of this
agreement to any accounts described in Schedule "A" to this agreement and in any additional Schedulé from time to time
‘added to this agreement and all renewals thereof, substitutions therefore, accretions thereto and proceeds thereof (the
"Collateral Accounts ") maintained in the name of the Customer at the branch of the Deposit Holder referred to below that:

1. (@ In this agreement, “Liabilities" means all debts, liabilities and obllgatlc)ns present or future, direct or indirect, absclute
or contingent, matured or not, of the Customer to the Bank whether arising within or outside Canada and whether arising from
any agreement or dealings between the Bank and the Customer or from any agreement or dealings with any third person by
which the Bank may be or become in any manner whatsoever a creditor of the Customer or however otherwise incurred or
arising, and whether the Customer be bound alone or with another or others and whether as principal or surety, including
without in any way limiting or restricting the ‘generality of the foregoing, all debts, liabilities and obligations of the Customer to
the Bank arising out.of or in respect of (i) any loans or advances heretofore or hereafter made by the Bank, (ii} any letter of
credit heretofore or hereafter issued by the Bank, .and (iii) any agreement or instrument or any endorsement thereon (a
"Guarantee”) heretofore or hereafter entered into by the Customer whereby the Customer guarantees the payment or
fuifiliment of debts or ebligations of any other party (each and every such other party a “Third Party") to the Bank.

(b) In this agreement, "Deposit Holder" is the Bank, RBMC, RTCC or RTC, as the case may be, shown on any Schedule
Ato this agreement asthe party with which one or more Collateral Accounts are maintained.

2. In this agreeient, a "Default" will occur if the Customer fails to pay or satisfy all or any part of the Liabilities when due, or

if the Customer assigns, transfers, grants a security interest in or otherwise deals with any Amounts, or if a writ of execution
or garnishment or any similar or analogous writ, process or proceeding is issued against or in respéct of the Customer, or if

the Customer commits or threatens to commit any act of bankruptcy or becomes insolvent, or if any.bankruptcy, receivership,
liquidation, debt restructuring, corporate re’organi‘zation or similar proceedings involving the Customer are commenced or
applied for by or against the Customer, or if a receiver or other person with like powers is appointed in respect of the
Customer or if any encumbrancer takes possession of any of the properties or assets of the Customer or if the Customer dies
or is declared incompetent,

3. Whenever and so long as-any Liabilities exist:

(a) the Deposit Holder will not be indebted or liable to the Customer in respect of any Amounts, which Amounts shall not
be due or payable; and

(b) the Customer shall have no right to withdraw any moneys from the Collateral Accounts or to draw any cheques or
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drafts or other orders for the payment of money to be charged against the Collateral Accounts, or to assign, transfer,
grant a security interest in-or otherwise deal with any Amounts, or any part thereof.

On or after a Default, the Bank may by written declaration permanently extinguish any obligation the Deposit Holder may have
to ever repay all or any part of the Amounts. If such a declaration is given an equal amount of the Liabilities (which part shalt
be designated by the Bank) shall be deemed to have been satisfied.

4. On or after Default the Bank may apply all or any of the Amounts by way. of co-mingling of accounts or set off, against and
in reduction or extinction of all or any part of the Liabilities, all as the Bank may see fit, whether or not those amounts are due
and payable.

5. The Customer hereby assigns, transfers and sets over and grants.a security interest to and in favour of the Bank in the
Amounts; as general and continuing collateral security for the payment and fulfillment of the Liabilities. On or after Default, the
Bank may apply the Amounts or any part thereof against and in reduction or extinction of ali or any part of the Liabilities, all as
the Bank may see fit.

6. Upon Default:

(a) all the Liabilities shall, immediately prior to the happening of the Default, be arid become immediately due and
payable;

(b) the Customer shall immediately be and become directly indebted and liable to the Bank as a principal debtor in
respect of all liabilites and obligations then existing -or thereafter arising under or by virtue of each and every
Guarantee; and

(c) the Bank shall be entitled as and when it sees fit and without prior notice to the Customer or demand for payment of
the Liabilities (except .as may be required by any applicable- statute), and is hereby irrevocably authorized and
empowered, to immediately exercise any or all.of its rights and remedies under this agreement.

7. The Banrk and the Deposit Holder are authorized and shall be entitled to make such debits, credits, correcting entries, and
other entries to the Customer's accounts and the Bank's and the Deposit Holder's records refating to the Customer as they
regard as desirable in order to give effect to the Bank’s rights hereunder and in particular its rights under paragraphs (3). (4)
and (5), and the Customer agrees to be bound by such entries absent manifest error. Without limiting the foregoing, Amounts
standing to the credit of any Collateral Accounts with the Deposit Holder may be transferred to the Bank.

8. The Customer shall remain liable for any part of the Liabilities remaining unsatisfied following -any exercise of any of the
Bank's rights under this agreement.

9. As further evidence of its rights, the Bank may require the Customer to lodge with the Bank any certificates or other
written evidence of the Amounts issued by the Deposit Holder, but any failure of the Bank to require such documents to be
lodged shall not prejudice or diminish the Bank's rights under this agreement.

10. The Bark may grant time, renewals, extensions, indulgences, releases and discharges to, take securities {which word as
used includes guarantees) from and give the same and any or all existing securities up to, abstain from taking securities from
or from perfecting securities of, cease or refrain from giving credit or making loans or advances to, accept compositions from
and otherwise deal with any Third Party or other party and with all securities as the Bank may see fit, and may apply all
moneys at any time received from any Third Party or other party or from securities upon-such part of the debts or liabilities of
such Third Party or other party to thé Bark as the Bank may see fit and change any such application in whole or in part from
time to time as the Bank may see fit, the whole without in any way limiting or lessening the rights and powers of the Bank to
hold and deal with those Amounts now and hereafter on deposit in the Collateral Accounts in the manner provided for in this
agreeament.

11. No loss of or in respect of any securities received by the Bank from any Third Party or other party, whether occasioned by
the fault of the Bank or otherwise, shall in any way limit or lessen the rights and powers of the Bank to hold and deal with the
Amounts now and hereafter on deposit in the Collateral Accounts in the manner provided for in this agreement.
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12. The Bank shall not be bound to exercise any of its rights or remedies against any Third Party or ofther“pany or in respect.
of any securities that it may at any time hold before being entitied to appropriate and apply all or any portion of the Amounts.
for the purpose and in the manner provided for in this agreement.

13. In the event that at any time or from time to time the moneys on deposit in any Collateral Account are-in a currency
("Deposit Currency”) different from the currency ("Liabilities Currency") of any of the Liabilities, then for the purposes of this
agreement the rate of exchange between the currencies shall be the Bank’s current rate of exchange for converting the
Deposit Currency to the Liabilities Currency.

14. For greater certainty, "Amounts" includes without limitation all interest on deposits and all-other accretions and add,‘itions to
those deposits, and all term deposits, renewals of term deposits, replacements or substitutions therefor and other certificates
or evidence of debt.

15. The Bank's. rights. and remedies under this agreement are in addition to, not in substitution for, any other rights and
remedies the Bank may have at any time, including without limitation any rights and remedies arising at .common law, in
equity, under statute, or pursuant to any contract with or security granted by the Customer. In the case of any conflict
between this agreement and the terms of any agreement governing the operation of any of the Collateral Accounts, the terms
of this agreerment shall prevail.

16. The provisions of paragraphs (3), (4) and (5) are intended to operate independently, and in the event that any of those
provisions or any other provision of this agreement shall be held invalid or void, the remaining terms and provisions hereof
shall remain in full force and effect.

17. This agreement shall be a continuing agreerent and shall have effect whenever and so often as any Liabilities exist.

18. This agreement shall be governed by and construed in-accordance with the taws of the Province in which the branch of
the Bank referred to in this agreement is located.

19. if the Customer is a corporation and it at any time amalgamates with another corporation or corporations, the term
"Customer” shall thereafter include each of the amalgamating corporations and the amalgamated corporation, such that
"Amounts” shall include without limitation amounts standing to the credit of the original Customer or the amalgamated
corporation in any account(s) described in Schedule "A" to this agreement or any additional Schedule from time to time added
hereto, and "Liabilities” shall include without limitation all the "Liabilities” of each of the amalgamating corporations at the time
of the amalgamation and of the amalgamated corporation thereafter arising.

20. This agreement shall extend to and be binding on and enure to the benefit of the Bank. the Deposit Holder and the
Customer and their heirs, executors, administrators, legal representatives, successors and assigns and each of them. If there
is more than one Customer, the obligations of each Customer under this agreement shall be joint and several.

21. The Customer acknowledges receipt of a copy of this agreement.

22. The Custemer represents and warrants that the following information is accurate:

INDIVIDUAL DEBTOR
NAME OF INDIVIDUAL DEBTOR DATE OF BIRTH
ARTHUR ZWINGENBERGER YEAR MONTH DAY
1941/Jan/15
ADDRESS OF INDIVIDUAL DEBTOR | CITY PROVINCE POSTAL CODE
105-1440 DON MILLS RD. NORTH YORK ONTARIO M3B 3M1
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1. TYPE OF ACCOUNT
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ACCOUNT NUMBER

RBC. — 00rg0 194792

DEPOSIT HOLDER
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This is Exhibit “R” referred to in the
affidavit of David Ascott
sworn before me, this _—
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SECOND LIEN SECURED CONVERTIBLE DEBENTURE INDENTURE

Effective as of the 1st day of March, 2020

Between
MUSKOKA GROWN LIMITED
AND

THE DEBENTUREHOLDERS SET FORTH ON SCHEDULE A-1
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SECOND LIEN SECURED CONVERTIBLE DEBENTURE INDENTURE
This Agreement is effective as of the 1st day of March, 2020, between

MUSKOKA GROWN LIMITED, a corporation existing under the laws of
Ontario (hereinafter called Muskoka or the Corporation)

and

the Debentureholders set forth on Schedule A-1, each of whom has
executed a subscription agreement

WITNESSETH THAT:

WHEREAS the Corporation wishes to create and issue the Debentures in the manner and subject to the
terms and conditions of this Indenture;

NOW THEREFORE THIS INDENTURE WITNESSES that in consideration of the respective covenants
and agreements contained herein and for other good and valuable consideration (the receipt and
sufficiency of which are acknowledged), the Corporation and the Debentureholders covenant and agree
as follows:

Article 1
INTERPRETATION

1.1 Definitions

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

@) this Indenture, this Convertible Debenture Indenture, hereto, herein, hereby,
hereunder, hereof and similar expressions refer to this Indenture and not to any
particular Article, Section, subsection, clause, subdivision or other portion hereof and
include any and every instrument supplemental or ancillary hereto;

(b) Applicable Law means all current constitutions, treaties, laws, statutes, codes,
ordinances, orders, decrees, rules, regulations, and bylaws of any Gowernmental
Entity, and the common law, each having the force of law and which are binding on any
Person, property or matter referred to in the context in which such words are used,;

© Applicable Period means any period announced by the Board of Directors as a period
of time for which a cash dividend or distribution will be declared and paid by the
Corporation to the holders of all or substantially all of the outstanding Common Shares;

(d) Applicable Securities Legislation means applicable securities laws (including rules,
regulations, policies and instruments) in each of the provinces of Canada;

(e) Auditors of the Corporation means an independent firm of chartered accountants
duly appointed as auditors of the Corporation;

) Board of Directors means the board of directors of the Corporation or any committee
thereof acting on the authority of the board of directors of the Corporation;
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Business Day means any day other than a Saturday, Sunday or any other day that
Canadian Chartered Banks located in, Toronto, Ontario are not generally open for
business;

Canadian Securities Authorities means the securities regulatory authorities in each
of the other Provinces and Territories of Canada where the Corporation is a reporting
issuer, as applicable.

Capital Stock of any Person means any and all shares, partnership interests, common
shares, participations, rights in or other equivalents of, or interests in, the equity of such
Person;

Collateral has the meaning ascribed thereto in Section 5.1.

Common Shares means common shares in the capital of the Corporation, as such
common shares are constituted on the date hereof; provided that in the event of a
change or a subdivision, revision, reduction, combination or consolidation thereof, any
reclassification, capital reorganization, consolidation, amalgamation, arrangement,
merger, sale or conweyance or liquidation, dissolution or winding-up, or such
successive changes, subdivisions, redivisions, reductions, combinations or
consolidations,  reclassifications, capital reorganizations, consolidations,
amalgamations, arrangements, mergers, sales or conweyances or liquidations,
dissolutions or windings-up, then, subject to adjustments, if any, having been made in
accordance with the provisions of Section 6.5, Common Shares shall meanthe shares
or other securities or property resulting from such change, subdivision, redivision,
reduction, combination or consolidation, reclassification, capital reorganization,
consolidation, amalgamation, arrangement, merger, sale or conveyance or liquidation,
dissolution or winding-up;

Common Share Interest Payment Election means an election by a Holder made to
the Corporation to accept in full and complete satisfaction of an Interest Obligation on
the applicable Interest Payment Date that number of Common Shares equal to the
amount of the Interest Obligation owing to such Holder on the Interest Payment Date
divided by the Conversion Price;

Common Share Interest Payment Election Notice means a written notice made by
the Holder to the Corporation specifying the Interest Obligation to which the election
relates.

Conversion Price means $1.62, as such price may be adjusted in accordance with the
provisions of Section 6.5;

Corporation means Muskoka Grown Limited and includes any successor to or of the
Corporation that shall have complied with the provisions of Article 10;

Counsel means a barrister or solicitor or firm of barristers or solicitors retained or
employed by the Corporation;

Current Market Price means the fair value of the Shares as reasonably determined by
the Board of Directors;

Date of Conversion has the meaning ascribed thereto in Section 6.4(b) but in respect

of the Initial Debentures, means the Initial Debenture Conwersion Date defined in
Section 2.4;
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Debentureholders or holders means the Persons for the time being entered in the
register for Debentures as registered holders of Debentures or any transferees of such
Persons by endorsement or delivery, including the Debentureholders set forth on
Schedule A-1;

Debentures means the debentures, notes or other evidence of indebtedness of the
Corporation issued and certified hereunder, or deemed to be issued and certified
hereunder, including, the Initial Debentures, and for the time being outstanding,
whether in definitive or interim form;

Definitive Debenture means a certificated Debenture fully registered in the name of
the holder thereof;

Distributed Securities has the meaning ascribed thereto in Section 6.4(e);

Equity means, in respect of any Person at any time, the aggregate amount of:

0) the stated capital of all of the outstanding shares or other ownership interest of

that Person;

(i) that Person’s accumulated retained earnings;

(iii) the amount, without duplication, of any contributed surplus all as setforth in the

financial statements for that Person as at the end of its most recently completed
fiscal quarter; and

(iv) the amount of any loans from shareholders of that Person which have been fully

subordinated and postponed to the Debentures.

Equity Interest means, with respect to any Person, any and all present and future
shares, units, trust units, partnership, membership or other interests, participations or
other equivalent rights in the Person’s equity or capital, however designated and
whether voting or non-voting, and warrants, options or other rights to acquire any of the
foregoing and securities convertible into or exchangeable for any of the foregoing;

Event of Default has the meaning ascribed thereto in Section 8.1;

Extraordinary Resolution means a resolution or instrument in writing passed or
signed by the affirmative vote of the holders of not less than 66-2/3% of the principal
amount of the Debentures of such series then outstanding voted on the resolution;

Governmental Entity means any domestic or foreign legislative, regulatory, executive,
judicial or administrative or quasi-governmental body or Person, including any
applicable stock exchange and the Securities Regulators, having or purporting to have
jurisdiction in the relevant circumstances.

IFRS means, at any given date, International Financial Reporting Standards, which
include standards and interpretations adopted by the International Accounting
Standards Board, applied on a consistent basis;

Initial Debentures means the Debentures designated as 8.00% Second Lien Secured
Convertible Debentures and described in Section 2.4;

Interest Payment Date means a date specified in a Debenture as the date on which
interest on such Debenture shall become due and payable which, in the case of the
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Initial Debentures, shall be September 1 and March 1 in each year commencing on
September 1, 2020;

Interest Obligation means the obligation of the Corporation to pay interest on the
Debentures, as and when the same becomes due;

Liquidity Event means:

(0 the Corporation (A) completing a bona-fide public offering of Common Shares
under a prospectus filed with securities regulatory authorities in Canada, or under
a registration statement filed with securities regulatory authorities in the United
States (Public Offering Transaction);

(i) the Corporation becoming a “reporting issuer” (as such term is defined under

Applicable Law) in any province of Canada by reason of filing a non-offering
prospectus (Public Non-Offering Transaction); or

(iii) the consummation of any transaction including, without limitation, any

(i)

consolidation, amalgamation, merger or issue of voting shares the result of which
is that any person or group of persons acting jointly or in concert for purposes of
such transaction (other than the Corporation and its subsidiaries) becomes the
beneficial owner, directly or indirectly, of more than 50% of the woting shares of
the Corporation, measured by woting power rather than number of shares (but
shall not include the creation of a holding company or similar transaction that
does not inwlve a change in the beneficial ownership of the Corporation)
(RTO/Merger Transaction).

Liquidity Event Price means:

in the event of a Public Offering Transaction, the price at which the shares of the
Corporation are issued and sold to the public;

(i) in the event of a Public Non-Offering Transaction, the price determined by

dividing the number Common Shares of the Corporation issued and outstanding
on the date the Corporation becomes a reporting issuer into the equity value of
the Corporation at such time, as determined by the Board; or

(iii) in the event of an RTO/Merger Transaction, the issue price or deemed issue

price of the shares of the Corporation issued to the person or group of persons
acting jointly or in concert that becomes the beneficial owner, directly or
indirectly, of more than 50% of the voting shares of the Corporation pursuant to
the RTO/Merger Transaction.

Lien means, in relation to any asset or property or right, any mortgage, debenture,
deed of trust, lien, pledge, hypothec, hypothecation, encumbrance, charge, assignment
by way of security, consignment, security interest, royalty interest, adverse claim,
defect of title or right to set off in, on or of the asset, property or right, including any
other arrangement having the effect of providing security;

Material means with reference to the matter described as Material, that it would
reasonably be considered to be a factor by a prudent creditor in its assessment of
credit extended or to be extended to a borrower, and Materially has a corresponding
meaning;
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Material Adverse Effect means, with respect to an event or circumstance, that it would
reasonably be expected to havwe a material adverse effect on (a) the business,
operations, property, liabilities, business prospects, financial position or operating
results of the Corporation, taken as a whole, (b) the ability of the Corporation, taken as
a whole, to comply with this Indenture or the Debentures, or (c) the validity or
enforceability of a Material provision of this Indenture or the Debentures;

Maturity Account means an account or accounts established by the Corporation for
each series of Debentures issued pursuant to and in accordance with this Indenture;

Maturity Date means the date specified for maturity of any Debentures;

Obligations means all debts, liabilities and obligations of the Corporation to the
Debentureholders, under, arising from or in connection with this Indenture and the
Debentures, whether present or future, direct or indirect, absolute or contingent,
matured or not, at any time owing or remaining unpaid by the Corporation in any
currency, including all interest, fees, commissions and legal and other costs, charges
and expenses owing or remaining unpaid by the Corporation to the Debentureholders.

Offering means the private placement offering of the Initial Debentures, which may
occur in one or multiple closings;

Officer’'s Certificate means a certificate of the Corporation signed by any one
authorized officer or director of the Corporation, in his or her capacity as officer or
director of the Corporation, as applicable, and not in his or her personal capacity;

Ordinary Course means, with respect to an action taken by a Person, that the action is
consistent with the past practices of the Person and is taken in the usual course of the
normal day-to-day operations of the Person, but dealing with new customers or
suppliers or adopting new business methods does not, in itself, constitute a departure
from past practice;

Periodic Offering means an offering of Debentures of a series from time to time, the
specific terms of which Debentures, including, the rate or rates of interest, if any,
thereon, the stated maturity or maturities thereof and the redemption provisions, if any,
with respect thereto, are to be determined by the Corporation upon the issuance of
such Debentures from time to time;

Person includes an individual, corporation, company, partnership, joint venture,
association, trust, trustee, unincorporated organization or government or any agency or
political subdivision thereof;

Redemption Date has the meaning ascribed thereto in Section 4.3, except for the
Initial Debentures in which case such term will have the meaning set out in Section
2.4(m);

Redemption Notice has the meaning ascribed thereto in Section 4.3;

Redemption Price means, in respect of a Debenture, the amount payable on the
Redemption Date;

Spinoff Securities has the meaning ascribed thereto in Section 6.5(e);

Securities Regulators means the Canadian Securities Authorities.
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Security Interest means the mortgage, charge, lien and security interest granted by
the Corporation to the Debentureholders in the Collateral pursuant to the terms and
conditions of this Indenture;

Subsidiary has the meaning ascribed thereto in the Securities Act (Ontario);
Tax Act means the Income Tax Act (Canada);

Taxes means all tax, duty, rate, lew, assessment reassessment, withholding,
deduction, fee, due and other charges, together with all penalties, interest and fines
with respect thereto, payable to any Governmental Entity, including those referred to
as, or with respect to, income, sales, use, transfer, goods and senices, capital, capital
gains, value added, real property, personal property, excise, customs, registration,
payroll, employment, education, business, school, property, and local improvement;

Time of Expiry means the time of expiry of certain rights with respect to the conversion
of Debentures under Article 6 or under Section 2.4 with respect to the Initial
Debentures, which is to be set forth separately in the form and terms for each series of
Debentures which by their terms are to be convertible;

Withholding Taxes has the meaning ascribed thereto in Section 2.9; and

Written Direction of the Corporation means an instrument in writing signed by any
one officer or director of the Corporation.

1.2 Interpretation

In this Indenture:

@)

(b)

(©)

(@)

(€)

®

(9)

words importing the singular number or masculine gender shall include the plural
number or the feminine or neuter genders, and vice versa;

all references to Articles and Schedules refer, unless otherwise specified, to articles of
and schedules to this Indenture;

all references to Sections refer, unless otherwise specified, to Sections, subsections or
clauses of this Indenture;

words and terms denoting inclusiveness (such as include or includes or including),
whether or not so stated, are not limited by and do not imply limitation of their context
or the words or phrases which precede or succeed them;

reference to any agreement or other instrument in writing means such agreement or
other instrument in writing as amended, modified, replaced or supplemented from time
to time;

unless otherwise indicated, reference to a statute shall be deemed to be a reference to
such statute as amended, re-enacted or replaced from time to time; and

unless otherwise indicated, time periods within which a paymentis to be made or any
other action is to be taken hereunder shall be calculated by excluding the day on which
the period commences and including the day on which the period ends.
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13 Headings, Etc.

The division of this Indenture into Articles and Sections, the provision of a Table of Contents and the
insertion of headings are for convenience of reference only and shall not affect the construction or
interpretation of this Indenture or of the Debentures.

14 Time of Essence
Time shall be of the essence of this Indenture.
15 Monetary References

Whenever any amounts of money are referred to herein, such amounts shall be deemed to be in lawful
money of Canada unless otherwise expressed.

16 Language

Each of the parties hereto hereby acknowledges that it has consented to and requested that this
Indenture and all documents relating thereto, including the form of Debenture attached hereto as
Schedule A, be drawn up in the English language only. Chacune des parties aux présentes reconnait
avoir accepté et demandé que cette acte de fiducie et tous les documents y reliés, y compris le modeéle
de debenture joint aux présentes a titre d'’Annexe a « A », soient rédiges en anglais seulement.

1.7 Successors and Assigns

All covenants and agreements of the Corporation in this Indenture and the Debentures shall bind its
successors and assigns, whether so expressed or not.

18 Severability

In case any provision in this Indenture or in the Debentures shall be invalid, illegal or unenforceable, such
provision shall be deemed to be severed herefrom or therefrom (but only to the extent of such invalidity,
illegality or unenforceability) and the validity, legality and enforceability of the remaining provisions shall
not in any way be affected, prejudiced or impaired thereby.

1.9 Entire Agreement

This Indenture and all supplemental indentures and Schedules hereto and thereto, and the Debentures
issued hereunder and thereunder, together constitute the entire agreement between the parties hereto
with respect to the indebtedness created hereunder and thereunder and under the Debentures and
supersedes as of the date hereof all prior memoranda, agreements, negotiations, discussions and term
sheets, whether oral or written, with respect to the indebtedness created hereunder or thereunder and
under the Debentures.

1.10 Applicable Law and Attornment

This Indenture, any supplemental indenture and the Debentures shall be governed by and interpreted in
accordance with the laws of the Province of Ontario and the federal laws of Canada applicable therein
and shall be treated in all respects as Ontario contracts. With respect to any suit, action or proceedings
relating to this Indenture, any supplemental indenture or any Debenture, the Corporation and each holder
irrevocably submit and attorn to the non-exclusive jurisdiction of the courts of the Province of Ontario. The
parties hereto hereby waive any right they may hawve to require a trial by jury of any proceeding
commenced in connection herewith.
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1.11  Currency of Payment

Unless otherwise indicated herein or in a supplemental indenture with respect to any particular series of
Debentures, all payments to be made under this Indenture or a supplemental indenture shall be made in
Canadian dollars.

1.12  Non-Business Days

Whenever any payment to be made hereunder shall be due, any period of time would begin or end, any
calculation is to be made or any other action is to be taken on, or as of, or from a period ending on, a day
other than a Business Day, such payment shall be made, such period of time shall begin or end, such
calculation shall be made and such other action shall be taken, as the case may be, unless otherwise
specifically provided herein, on or as of the next succeeding Business Day without any additional interest,
cost or charge to the Corporation.

1.13  Accounting Terms
Except as hereinafter provided or as otherwise indicated in this Indenture, all calculations required or
permitted to be made hereunder pursuant to the terms of this Indenture shall be made in accordance with
IFRS.

1.14  Calculations
The Corporation shall be responsible for making all calculations called for hereunder including
calculations of Current Market Price. The Corporation shall make such calculations in good faith and,
absent manifest error, the Corporation’s calculations shall be final and binding on holders.

1.15 Schedules

The following Schedules are incorporated into and form part of this Indenture:

Schedule "A-1" - Holders of Initial Debentures

Schedule "A" - Form of Initial Debenture

Schedule "B" - Form of Notice of Conwversion

Schedule "C" - Common Share Legends

Schedule "D" - Form of Declaration for Removal of Legend

In the event of any inconsistency between the provisions of any Section of this Indenture and the
provisions of the Schedules which form a part hereof, the provisions of this Indenture shall prevail to the
extent of the inconsistency.

Article 2
THE DEBENTURES

2.1 Limit of Debentures

Subject to the limitation in respect of the Initial Debentures set out in Section 2.4(a), the aggregate
principal amount of Debentures authorized to be issued under this Indenture is limited to $6,000,000. The
Debentures may be issued only upon and subject to the conditions and limitations herein set forth.
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2.2 Terms of Debentures of any Series

The Debentures may be issued in one or more series. There shall be established herein or in or pursuant
to one or more indentures supplemental hereto, prior to the initial issuance of Debentures of any

particular series:

@)

(b)

()

(d)

()

(f)

(9)

(h)

(i)

()

(k)

(0
(m)

the designation of the Debentures of the series (which need not include the term
Debentures), which shall distinguish the Debentures of the series from the Debentures
of all other series;

any limit upon the aggregate principal amount of the Debentures of the series that may
be certified and delivered under this Indenture;

the date or dates on which the principal of the Debentures of the series is payable;

the rate or rates at which the Debentures of the series shall bear interest, if any, the
date or dates from which such interest shall accrue, on which such interest shall be
payable and on which record date, if any, shall be taken for the determination of
holders to whom such interest shall be payable and/or the method or methods by which
such rate or rates or date or dates shall be determined;

the place or places where the principal of and any interest on Debentures of the series
shall be payable or where any Debentures of the series may be surrendered for
registration of transfer or exchange;

the right, if any, of the Corporation to redeem Debentures of the series, in whole or in
part, at its option and the period or periods within which, the price or prices at which
and any terms and conditions upon which, Debentures of the series may be so
redeemed,;

the obligation, if any, of the Corporation to redeem, purchase or repay Debentures of
the series pursuant to any mandatory redemption, sinking fund or analogous provisions
or at the option of a holder thereof and the price or prices at which, the period or
periods within which, the date or dates on which, and any terms and conditions upon
which, Debentures of the series shall be redeemed, purchased or repaid, in whole or in
part, pursuant to such obligations;

if other than denominations of $100 and any integral multiple thereof, the
denominations in which Debentures of the series shall be issuable;

subject to the provisions of this Indenture, any trustee, Depositories, authenticating or
paying agents, transfer agents or registrars or any other agents with respect to the
Debentures of the series;

any other events of default or covenants with respect to the Debentures of the series;

whether and under what circumstances the Debentures of the series will be convertible
into or exchangeable for securities of any Person;

the form and terms of the Debentures of the series;

if other than Canadian dollars, the currency in which the Debentures of the
series are issuable; and
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(n) any other terms of the Debentures of the series (which terms shall not be
inconsistent with the provisions of this Indenture).

All Debentures of any one series shall be substantially identical, except as may otherwise be established
herein or by or pursuant to a resolution of the Board of Directors, Officer’s Certificate or in an indenture
supplemental hereto. All Debentures of any one series need not be issued at the same time and may be
issued from time to time, consistent with the terms of this Indenture, if so provided herein, by or pursuant
to such resolution of the Board of Directors, Officer’s Certificate or in an indenture supplemental hereto.

2.3 Form of Debentures

Except in respect of the Initial Debentures, the form of which is provided for herein, the Debentures of
each series shall be substantially in such form or forms (not inconsistent with this Indenture) as shall be
established herein or by or pursuant to one or more resolutions of the Board of Directors (or to the extent
established pursuant to, rather than set forth in, a resolution of the Board of Directors, in an Officer's
Certificate detailing such establishment) or in one or more indentures supplemental hereto, in each case
with such appropriate insertions, omissions, substitutions and other variations as are required or
permitted by this Indenture, and may have imprinted or otherwise reproduced thereon such legend or
legends or endorsements, notinconsistent with the provisions of this Indenture, as may be required to
comply with any law or with any rules or regulations pursuant thereto or with any rules or regulations of
any securities exchange or securities regulatory authority or to conform to general usage, all as may be
determined by the directors or officers of the Corporation executing such Debentures on behalf of the
Corporation, as conclusively evidenced by their execution of such Debentures.

24 Form and Terms of Initial Debentures

@ The first series of Debentures (the Initial Debentures) authorized for issue
immediately is limited to an aggregate principal amount of $3,040,100 and shall be
designated as 8.00% Second-Lien Secured Convertible Debentures, which consists of
the Debentures offered in the Offering.

(b) The Initial Debentures shall be dated as of March 1, 2020 and shall mature on March 1,
2023 (the Maturity Date).

(c) The Initial Debentures shall bear interest from the date of issue at the rate of 8.00% per
annum (based on a year of 365 days and the actual number of days in the relevant
interest period), calculated annually and payable in arrears in equal semi-annual
payments on September 1 and March 1 in each year, the first such paymentto fall due
on September 1, 2020 and the last such payment (representing interest payable from
the last Interest Payment Date to, but excluding, the Maturity Date of the Initial
Debentures) to fall due on the Maturity Date (provided that the Debentures have not
been redeemed or converted before such date), payable after as well as before
maturity and after as well as before default, with interest on amounts in default at the
same rate. Any payment required to be made on any day that isnot a Business Day
will be made on the next succeeding Business Day. The record dates for the pay ment
of interest on the Initial Debentures will be the tenth Business Day prior to the
applicable Interest Payment Date.

(d) Each holder shall have the right, from time to time (including following conversion, at
the time of redemption or at the time of maturity), to make a Common Share Interest
Payment Election in respect of any Interest Obligation by deliveringa Common Share
Interest Payment Election Notice to the Corporation no later than the day which is 15
Business Days prior to the Interest Payment Date to which the Common Share Interest
Payment Election relates. Such Common Share Interest Payment Election Notice shall
provide that all or a portion of the Interest Obligation shall be paid by the Corporation in
Common Shares, and if only a portion of the Interest Obligation is to be paid in
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Common Shares, the Common Share Interest Payment Election shall state such
portion to be paid in Common Shares and such portion to be paid in cash. No fractional
Common Shares will be issued in satisfaction of interest but in lieu thereof the
Corporation will satisfy such fractional interest by a cash payment equal to the market
price of such fractional interest (less any tax required to be deducted, if any).

Upon the occurrence of a Liquidity Event, Debentureholders shall have the opportunity
to (i) elect to hawe its Initial Debentures redeemed in accordance with Article 4 and the
terms of the Initial Debentures; or (ii) elect to have the principal balance outstanding of
its Initial Debentures conwerted into Common Shares at the Liquidity Price in
accordance with Article 6 and the terms Initial Debentures.

No later than 21 days prior to the occurrence of a Liquidity Event and no earlier than 45
days prior to the occurrence of a Liquidity Event, the Corporation shall send to
Debentureholders of Initial Debentures at the registration address of the Initial
Debentures a Liquidity Ewvent Notice in the form set out in Schedule B.
Debentureholders must complete and execute the Liquidity Notice by indicating
whether the Debentureholder wishes to hawve its Initial Debenture redeemed or
conwerted into Common Shares upon the occurrence of a Liquidity Event. A completed
and executed Liquidity Event Notice must be delivered by the Debentureholder to the
Corporation no later than 5:00 p.m. (Eastern time) on the 5" day prior to the date of the
Liquidity Event indicated in the Liquidity Event Notice. Initial Debentures in respect of
which a completed and executed Notice of Liquidity Event has not been received by the
Corporation in accordance with this Section 2.4(f), the principal amount outstanding of
such Initial Debentures shall be automatically converted into Common Shares at the
Liquidity Price upon the occurrence of a Liquidity Event.

The principal amount outstanding under the Initial Debentures shall be automatically
converted into Common Shares at the Conwversion Price (subject to adjustment) without
any further act on the part of the holder upon the occurrence of the following (each, a
"Liquidity Event”):

0) The Corporation completing a bona-fide public offering of Common Shares under
a prospectus filed with securities regulatory authorities in Canada, or under a
registration statement filed with securities regulatory authorities in the United
States; or

(i) the consummation of any transaction including, without limitation, any

consolidation, amalgamation, merger or issue of voting shares the result of which
is that any person or group of persons acting jointly or in concert for purposes of
such transaction (other than the Corporation and its subsidiaries) becomes the
beneficial owner, directly or indirectly, of more than 50% of the woting shares of
the Corporation, measured by woting power rather than number of shares (but
shall not include the creation of a holding company or similar transaction that
does not involve a change in the beneficial ownership of the Corporation).

The date on which a Liquidity Event occurs shall be the “Date of Conversion” for the
purposes of Initial Debentures that convert into Common Shares upon the occurrence
of a Liquidity Event. The Corporation shall, within 10 Business Days of the Date of
Convwersion, deliver to each Debentureholder whose Initial Debentures have been
converted into Common Shares a certificate evidencing the number of Common
Shares into which the principal outstanding amount of the Initial Debenture has been
converted. The Common Shares issued upon conwersion shall rank equally only in
respect of dividends declared in favour of holders of record of Common Shares on or
after the Date of Conwersion, from which applicable date they will for all purposes be
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SECURED CONVERTIBLE DEBENTURE INDENT URE



0

(k)

()
(m)

(n)

(0)

(P)

(@)

285

and be deemed to be issued and outstanding as fully paid and non-assessable
Common Shares.

The Conwersion Price will be determined on the Conwersion Date based on Liquidity
Event Price. As such, the Conversion Price for the Initial Debentures will not be subject
to the adjustment provisions contained in Article 6. No fractional Common Shares will
be issued, and holders will receive a cash payment in satisfaction of any fractional
interest in such Common Shares based on the Conwersion Price, provided, however,
that the Corporation shall not be required to make any payment of less than $5.00.

Holders conwerting Initial Debentures upon the occurrence of a Liquidity Event shall
receive accrued and unpaid interest thereon from and including the later of (i) the date
of issuance and (ii) the last Interest Payment Date up to but excluding the Date of
Conwersion in cash. In the event that conversion of any Initial Debentures occurs after
the record date for the payment of interest on the Initial Debentures but on or prior to
the next Interest Payment Date, interest on such Initial Debentures will be payable to
the holder of record of the Debentures on the relevant record date.

Upon the occurrence of a Liquidity Event, the Initial Debentures converted into
Common Shares shall be automatically cancelled and the certificates evidencing Initial
Debentures shall not confer any rights on the Debentureholder (including the right to
receive interest on the amount outstanding after the Date of Conversion and to be
repaid principal), except that it shall only confer the right upon the holder to receive that
number of Common Shares that the Initial Debenture is convertible into.

The Initial Debentures may not be redeemed in accordance with Section 4.1 or 4.2.

Section 4.3 shall not apply to the Initial Debentures and, in respect of the Initial
Debentures, Redemption Date shall mean the date of the Liquidity Event in respect of
Initial Debentures whose Debentureholders have elected to have the Corporation
redeem their Initial Debentures in accordance with the terms hereof and the Initial
Debentures.

The Initial Debentures shall be issued in denominations of $100 and integral multiples
of $100. Each Initial Debenture shall be issued in substantially the form set out in
Schedule A, with such insertions, omissions, substitutions or other variations as shall
be required or permitted by this Indenture, and may have imprinted or otherwise
reproduced thereon such legend or legends or endorsements, not inconsistent with the
provisions of this Indenture, as may be required to comply with any law or with any
rules or regulations pursuant thereto or with any rules or regulations of any securities
exchange or securities regulatory authority or to conform with general usage, all as
may be determined by the officer or director executing such Initial Debenture, as
conclusively evidenced by their execution of an Initial Debenture. Notwithstanding the
foregoing, an Initial Debenture may be in such other form or forms as may, from time to
time, be approved by a resolution of the Board of Directors, or as specified in an
Officer's Certificate.

The Initial Debentures may be engraved, lithographed, printed, mimeographed or
typewritten or partly in one form and partly in another.

The Initial Debentures shall be issuedin the form of one or more Definitive Debentures
at the option of the Corporation.

The Definitive Debentures will be registered in the names of each holder thereof as
provided in Section 3.1. A Definitive Debenture may be exchanged, or transferred to
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and registered in the name of a person other than the registered holder thereof, as
provided in Article 3.

2.5 Execution of Debentures

All Debentures shall, if certificated, be manually or electronically signed by any one authorized director or
officer of the Corporation holding office at the time of signing or, if uncertificated, be issued in an
electronic format as directed by the Corporation and any Debentures issued in electronic form in
accordance with the foregoing shall be deemed to be duly executed by the Corporation.

Notwithstanding that any person whose signature appears on a Debenture as a director or officer may no
longer hold such office at the date of the Debenture or at the date of the certification and delivery thereof,
such Debenture shall be valid and binding upon the Corporation and entitled to the benefits of this
Indenture.

2.6 Concerning Interest

® All Debentures issued hereunder, whether originally or upon exchange or in
substitution for previously issued Debentures which are interest bearing, shall bear
interest (i) from and including their issue date, or (ii) from and including the last Interest
Payment Date to which interest shall have been paid or made available for payment on
the outstanding Debentures of that series, whichever shall be the later, or, in respect of
Debentures subject to a Periodic Offering, from and including their issue date or from
and including the last Interest Payment Date to which interest shall have been paid or
made available for payment on such Debentures, in all cases, to and excluding the next
Interest Payment Date.

(b) Unless otherwise specifically provided in the terms of the Debentures of any series,
interest for any period shall be computed on the basis of a year of 365 days and the
actual number of days elapsed in such period. With respect to any series of
Debentures, for the purposes of disclosure under the Interest Act (Canada), whenever
interest is computed on the basis of a year (the deemed year) which contains fewer
days than the actual number of days in the calendar year of calculation, such rate of
interest shall be expressed as a yearly rate for purposes of the Interest Act (Canada)
by multiplying such rate of interest by the actual number of days in such calendar year
of calculation and dividing it by the number of days in the deemed year.

2.7 Rank

The Debentures will be direct obligations of the Corporation and will be secured by the Security Interest
granted under this Indenture. Each Debenture of the same series of Debentures will rank pari passu with
each other Debenture of the same series (regardless of their actual date or terms of issue).

2.8 Payments of Amounts Due on Maturity

Except as may otherwise be provided herein or in any supplemental indenture in respect of any series of
Debentures, payments of amounts due upon maturity of the Debentures will be made in the following
manner. On or before 11:00 a.m. (Toronto time) on the Business Day immediately prior to each Maturity
Date for Debentures outstanding from time to time under this Indenture, the Corporation will deliver to the
holders a certified cheque in an amount sufficient to pay the cash amount payable in respect of such
Debentures (including the principal amount together with any accrued and unpaid interest thereon).
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2.9 Withholding Tax

Payments made by or on behalf of the Corporation under or with respect to the
Debentures (including, any penalties, interest and other liabilities related thereto) may
be subject to withholding or deduction for, or on account of, any present or future tax,
duty, lew, impost, assessment or other governmental charge (including penalties,
interest and other liabilities related thereto) imposed or levied by or on behalf of any
Canadian federal or provincial taxing authority having power to tax, including without
limitation any such charges or taxes imposed under Part Xl of the Tax Act (or any
successor legislation of similar effect) (Withholding Taxes). If the Corporation is
required by law or the interpretation or administration thereof, to withhold or deduct any
amount for or on account of Withholding Taxes from any payment made under or with
respect to the Debentures, such payment shall be deemed paid in full if the Corporation
pays the amount of such payment less any applicable amount the Corporation is
required to withhold or deduct as aforesaid and the Corporation shall havwe no
obligation to gross up such payments in respect of any such withholding or deduction.

Where at any particular time the Corporation issues Common Shares under or with
respect to Debentures, including on conversion of such Debentures in accordance with
their terms, and the Corporation is required to deduct or withhold an amount in respect
of Withholding Taxes in connection with such issuance, if the amount of cash payable
at that time to a holder of Debentures, if any, is insufficient to satisfy such requirement,
the Corporation, shall sell, or cause to be sold, through such investment banks, brokers
or dealers selected by the Corporation, out of the Common Shares issued by the
Corporation at such time, such number of Common Shares that, together with any cash
amount being concurrently paid by the Corporation under or with respect to the
Debentures, is sufficient to yield net proceeds (after payment of all costs) to cover the
amount of the applicable Withholding Taxes, and shall remit same to the proper tax
authorities within the period of time prescribed for this purpose under applicable laws.
Any amount of net proceeds (after payment of all costs) in excess of the amount
required to cover applicable tax required by applicable law to be withheld will be
remitted to the Debentureholder.

2.10 Payment of Interest

The following provisions shall apply to Debentures, except as otherwise provided in Section 2.4(c) or
specified in a resolution of the Board of Directors, an Officer's Certificate or a supplemental indenture
relating to a particular series of Additional Debentures:

@)

As interest becomes due on each Debenture (except, subject to certain exceptions
set forth herein including in Section 2.4, on conversion or on redemption, when interest
may at the option of the Corporation be paid upon surrender of such Debenture), the
Corporation shall send or forward by prepaid ordinary mail, electronic transfer of funds
or such other means as determined by the Corporation, payment of such interestto the
order of the registered holder of such Debenture appearing on the registers maintained
by the Corporation at the close of business on the tenth Business Day prior to the
applicable Interest Payment Date and addressed to the holder at the holder's last
address appearing on the register, unless such holder otherwise directs. If payment is
made by cheque, such cheque shall be forwarded at least three Business Days prior to
each date on which interest becomes due and if payment is made by other means,
such payment shall be made in a manner whereby the holder receives credit for such
payment on the date such interest on such Debenture becomes due. The mailing of
such cheque or the making of such payment by other means shall, to the extent of the
sum represented thereby, plus the amount of any tax withheld in accordance with law,
satisfy and discharge all liability for interest on such Debenture, unless in the case of
payment by cheque, such cheque is not paid at par on presentation. In the event of
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non-receipt of any cheque for or other payment of interest by the person to whom it is
so sent as aforesaid, the Corporation will issue to such person a replacement cheque
or other payment for a like amount upon being furnished with such evidence of non-
receipt as it shall reasonably require and upon being indemnified to its satisfaction.
Notwithstanding the foregoing, if the Corporation is prevented by circumstances
beyond its control (including any interruption in mail senice) from making payment of
any interest due on each Debenture in the manner provided abowe, the Corporation
may make payment of such interest or make such interest available for payment in any
other manner determined by the Corporation, acting reasonably, with the same effect
as though payment had been made in the manner provided above.

Article 3
REGISTRATION, TRANSFER, EXCHANGE AND OWNERSHIP

3.1 Definitive Debentures

@ With respect to each series of Debentures issuable as Definitive Debentures, the
Corporation shall cause to be kept by and at the principal office of the Corporation, a
register in which shall be entered the names and addresses of the holders of Definitive
Debentures and particulars of the Debentures held by them respectively and of all
transfers of Definitive Debentures.

(b) No transfer of a Definitive Debenture shall be valid unless made on such register
referred to in Section 3.1 by the registered holder or such holder's executors,
administrators or other legal representatives or an attorney duly appointed by an
instrument in writing in form and executed in a manner satisfactory to the Corporation
or other registrar upon surrender of the Debentures together with a duly executed form
of transfer or assignment acceptable to the Corporation and upon compliance with such
other reasonable requirements as the Corporation or other registrar may prescribe, or
unless the name of the transferee shall have been noted on the Debenture by the
Corporation or other registrar.

3.2 Transferee Entitled to Registration

The transferee of a Debenture shall be entitled, after the appropriate form of transfer is lodged with the
Corporation or other registrar and upon compliance with all other conditions in that regard required by this
Indenture or by law, to be entered on the register as the owner of such Debenture free from all equities or
rights of set-off or counterclaim between the Corporation and the transferor or any previous holder of
such Debenture, sawe in respect of equities of which the Corporation is required to take notice by statute
or by order of a court of competent jurisdiction.

3.3 No Notice of Trusts
Neither the Corporation nor any registrar shall be bound to take notice of or see to the execution of any
trust (other than that created by this Indenture) whether express, implied or constructive, in respect of any

Debenture, and may transfer the same on the direction of the person registered as the holder thereof,
whether named as trustee or otherwise, as though that person were the beneficial owner thereof.

34 Registers Open for Inspection

The registers referred to in Sections 3.1 shall at all reasonable times be open forinspection by the any
Debentureholder.
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3.5 Exchangesof Debentures

Subject to Sections 3.1 and 3.6, Debentures in any authorized form or denomination
may be exchanged for Debentures in any other authorized form or denomination, of the
same series and date of maturity, bearing the same interest rate and of the same
aggregate principal amount as the Debentures so exchanged.

In respect of exchanges of Debentures permitted by Section 3.5(a), Debentures of any
series may be exchanged only at the principal office of the Corporation or at such other
place or places, if any, as may be specified in the Debentures of such series and at
such other place or places as may from time to time be designated by the Corporation.
Any Debentures tendered for exchange shall be surrendered to the Corporation. The
Corporation shall execute all Debentures necessary to carry out exchanges as
aforesaid. All Debentures surrendered for exchange shall be cancelled.

Debentures issued in exchange for Debentures which at the time of such issue have
been selected or called for redemption at a later date shall be deemed to have been
selected or called for redemption in the same manner and shall have noted thereon a
statement to that effect.

3.6 Closing of Registers

Neither the Corporation nor any registrar shall be required to:

0) make transfers or exchanges of, or convert any Debentures on (A) any Interest
Payment Date (other than the Maturity Date) for such Debentures or during the
ten preceding Business Days or (B) on the Maturity Date;

(i) make transfers or exchanges of, or convert any Debentures on the day of any
selection by the Corporation of Debentures to be redeemed; or

(iii) make exchanges of any Debentures which will have been selected or called for

redemption unless upon due presentation thereof for redemption such
Debentures shall not be redeemed.

3.7 Charges for Registration, Transfer and Exchange

For each Debenture exchanged, registered, transferred or discharged from registration, the Corporation
or other registrar, except as otherwise herein provided, may make a reasonable charge for its services
and in addition may charge a reasonable sum for each new Debenture issued, and payment of such
charges and reimbursement of the Corporation or other registrar for any stamp taxes or governmental or
other charges required to be paid shall be made by the party requesting such exchange, registration,
transfer or discharge from registration as a condition precedent thereto. Notwithstanding the foregoing
provisions, no charge shall be made to a Debentureholder hereunder for any exchange of any Debenture
resulting from a partial redemption under Section 4.2 or 2.4

(@)

(b)

3.8 Ownership of Debentures

Unless otherwise required by law, the person in whose name any registered Debenture
is registered shall for all purposes of this Indenture be and be deemed to be the owner
thereof and payment of or on account of the principal of and premium, ifany, on such
Debenture and interest thereon shall be made to such registered holder.

The registered holder for the time being of any registered Debenture shall be entitled to
the principal, premium, if any, and/or interest evidenced by such instruments,
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respectively, free from all equities or rights of set-off or counterclaim between the
Corporation and the original or any intermediate holder thereof and all persons may act
accordingly and the receipt of any such registered holder for any such principal,
premium, if any, or interest shall be a good discharge to the Corporation and any
registrar for the same and none shall be bound to inquire into the title of any such
registered holder.

© Where Debentures are registered in more than one name, the principal, premium, if
any, and interest from time to time payable in respect thereof may be paid to the order
of all such holders, failing written instructions from them to the contrary, and the receipt
of any one of such holders therefor shall be a valid discharge, to the Corporation, any
registrar and to the Corporation.

(d) In the case of the death of one or more joint holders of any Debenture the principal,
premium, if any, and interest from time to time payable thereon may be paid to the
order of the sunivor or survivors of such registered holders and the receipt of any such
sunivor or sunivors therefor shall be a valid discharge to the Corporation and any
registrar and to the Corporation.

Article 4
REDEMPTION AND PURCHASE OF DEBENTURES

4.1  Applicability of Article

Subject to regulatory approval and Section 2.4, the Corporation shall have the right at its option to
redeem, either in whole at any time or in part from time to time before maturity, by paymentof money or
to Common Shares in accordance with the provisions hereof, any Debentures issued hereunder of any
series which by their terms are made so redeemable (subject, however, to any applicable restriction on
the redemption of Debentures of such series) at such rate or rates of premium, ifany, and on such date
or dates and in accordance with such other provisions as shall have been determined at the time of issue
of such Debentures and as shall have been expressed in this Indenture, in the Debentures, in an Officer’s
Certificate, or in a supplemental indenture authorizing or providing for the issue thereof, or in the case of
Additional Debentures issued pursuant to a Periodic Offering, in the Written Direction of the Corporation
requesting the certification and delivery thereof.

4.2 Partial Redemption

If less than all the Debentures of any series for the time being outstanding are at any time to be
redeemed, the Debentures to be so redeemed shall be selected by the Corporation on a pro rata basis to
the nearest multiple of $100 in accordance with the principal amount of the Debentures registered in the
name of each holder or in such other manner as the Corporation deems equitable, subject to any required
regulatory approvals, including any required approvals of the applicable stock exchange. Unless
otherwise specifically provided in the terms of any series of Debentures, no Debenture shall be redeemed
in part unless the principal amount redeemed is $100 or a multiple thereof.

4.3 Notice of Redemption

Unless otherwise provided for in the terms of any series of Debentures and except in the case of the
Initial Debentures, notice of redemption (the Redemption Notice) of any series of Debentures shall be
given to the holders of the Debentures so to be redeemed not more than 60 days nor less than 30 days
prior to the date fixed for redemption (the Redemption Date) in the manner provided in Section 11.2.
Every such notice shall specify the aggregate principal amount of Debentures called for redemption, the
Redemption Date, the Redemption Price and the places of payment and shall state that interest uponthe
principal amount of Debentures called for redemption shall cease to be payable from and after the
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Redemption Date. In addition, unless all the outstanding Debentures are to be redeemed, the
Redemption Notice shall specify:

@ the distinguishing letters and numbers of the registered Debentures which are to be
redeemed (or of such thereof as are registered in the name of such Debentureholder);

(b) in the case of a published notice, the distinguishing letters and numbers of the
Debentures which are to be redeemed or, if such Debentures are selected by terminal
digit or other similar system, such particulars as may be sufficient to identify the
Debentures so selected; and

(© in all cases, the principal amounts of such Debentures or, if any such Debenture is
to be redeemed in part only, the principal amount of such part.

In the event that all Debentures to be redeemed are registered Debentures, publication shall not be
required.

4.4 Debentures Due on Redemption Dates

Notice having been given as aforesaid, all the Debentures so called for redemption or Debentureholders
electing to have Initial Debentures redeemed pursuant to Section 2.4(j) shall thereupon be and become
due and payable at the Redemption Price, together with accrued interest to but excluding the Redemption
Date, on the Redemption Date specified in such notice, in the same manner and with the same effect as if
it were the date of maturity specified in such Debentures, anything therein or herein to the contrary
notwithstanding, and from and after such Redemption Date, if the monies necessary to redeem such
Debentures shall have been deposited as provided in Section 4.5, interest upon the Debentures shall
cease.

4.5 Deposit of Redemption Monies

Redemption of Debentures shall be provided for by the Corporation depositing with a paying agent on or
before 11:00 a.m. (Toronto time) on the Business Day immediately prior to the Redemption Date
specified in such notice, such sums of money as may be sufficient to pay the Redemption Price of the
Debentures so called for redemption, plus accrued and unpaid interest thereon up to but excluding the
Redemption Date, provided the Corporation may elect to satisfy this requirement by providing the
Debentureholders with a certified cheque or wire transfer for such amounts required under this Section
4.5.

4.6 Cancellation of Debentures Redeemed
Subject to the provisions of Section 4.2 as to Debentures redeemed or purchased in part, all Debentures
redeemed and paid under this Article 4 shall forthwith cancelled and no Debentures shall be issued in
substitution for those redeemed.

4.7 Purchase of Debentures by the Corporation
Unless otherwise specifically provided with respect to a particular series of Debentures, the Corporation
may, ifit is not at the time in default hereunder, at any time and from time to time, purchase Debentures
by tender or by contract, at any price. All Debentures so purchased shall be cancelled and no Debentures
shall be issued in substitution therefor.

4.8 Deposit of Maturity Monies
Payment on maturity of Debentures shall be provided for by the Corporation depositing with a paying

agent on or before 11:00 a.m. (Toronto time) on the Business Day immediately prior to the Maturity Date
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such sums of money as may be sufficient to pay the principal amount of the Debentures, together with a
sum of money sufficient to pay all accrued and unpaid interest thereon up to but excluding the Maturity
Date, provided the Corporation may elect to satisfy this requirement by providing the Debentureholders
with one or more certified cheques or with funds by electronic transfer, for such amounts required under
this Section 4.8.

Article 5
SECURITY

5.1 Security

As security for the Obligations from time to time payable by the Corporation hereunder, and as security
for the due performance of such Obligations, the Corporation hereby mortgages and charges to the
benefit of the Debentureholders, and grants to the Debentureholders, (i) a second ranking
charge/mortgage ower the lands owned by the Corporation located in Bracebridge, Ontario, as more
particularly described in a collateral debenture (the "Collateral Debenture") granted by the Corporation to
the Debentureholders concurrently with this Indenture (the Mortgaged Lands); and (ii) a security interest
in:

@ all its present and after acquired goods and equipment, including without limitation, all
machinery, tools and furniture now or hereafter owned or acquired;

(b) all its present and after acquired inventory, including without limitation, all raw materials,
goods in process, finished goods and packaging material and goods acquired or held for
sale or furnished or to be furnished under contracts of rental or senice;

(© all its present and after acquired investment property and intangibles, including without
limitation, all its present and after acquired securities, security entitlements, book debts,
accounts and other amounts receivable, all contract rights and choses in action of every
kind or nature and insurance rights arising from or out of the property referred to in
subsections (a) or (b) above, goodwill, chattel paper, instruments, documents of title,
investments and money;

(d) all of its other present and after acquired personal property, and undertaking, tangible
and intangible, legal and equitable, of whatsoever nature and kind; and

(e) the proceeds arising from any dealing with the property referred to in this Section 5.1 in
the form of any of the following: goods, investment property, instruments, chattel paper,
intangibles or money,

all as more particularly described in the Collateral Debenture.

For the purposes of this Indenture, the Mortgaged Lands and present and after acquired personal
property and undertaking of the Corporation referred to in this Section 5.1 and subject to the Security
Interest is hereinafter collectively calledthe “Collateral”.

TO HAVE AND TO HOLD the Collateral and the Security Interest and all rights hereby conferred unto the
Debentureholders, subject to the terms and conditions herein set forth.

The Debentureholders acknowledge and agree that notwithstanding the timing of the registration of the
Collateral Debenture, the Collateral shall be subject to certain permitted liens which are set out in the
Collateral Debenture and the Debentureholders agree to execute any subordination or postponement
agreements that may be required by such firstlien holder to give effect to the agreed upon priorities.
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5.2 Attachment

The Corporation acknowledges that the Corporation and the Debentureholders, intend the Security
Interest to attach immediately upon the execution of this Indenture, except in the case of Collateral in
which the Corporation subsequently acquires rights, in which case the Security Interest shall attach at the
same time that the Corporation acquires rights therein without the need for any further or other deed, act
or consideration: provided howewer, the Corporation shall from time to time and at the cost of the
Corporation, execute and deliver all such agreements, supplemental debentures and other documents
and instruments as may be reasonably requested by the Debentureholders, to confirm or perfect the
Security Interestinsofar as it relates to any such after-acquired Collateral. The Security Interest shall be
effective and shall attach as of the date of execution hereof whether the monies hereby secured or any
part thereof shall become owing by the Corporation before or after or upon the date of execution of this
Indenture. The Corporation acknowledges conclusively that value has been given.

5.3 Leases

The last day of any term reserved by any lease, oral or written, or any agreement therefor, now held or
hereafter acquired by the Corporation, is hereby excepted out of the Security Interestand does not and
shall not form part of the Collateral, but the Corporation shall stand possessed of the reversion remaining
in the Corporation of any leasehold premises for the time being demised as aforesaid upon trust to assign
and dispose thereof as the Debentureholders shall direct.

54 Contractual Rights

In the event the validity and effectiveness of the Security Interest is dependent upon obtaining the
consent, approval or waiver of another Person, the Security Interest shall not be effective in relation to
such other Person until the applicable consent, approval or waiver is obtained or is no longer necessary
for the purposes of the validity and effectiveness of the Security Interest, whereupon the Security Interest
shall immediately become effective over any such Collateral. Until such consent, approval or waiver is
obtained, or the same is no longer necessary, the Corporation shall (subject to the other terms hereof)
stand possessed of such Collateral upon trust to assign the same to the Debentureholders, or otherwise
subject the sameto the Security Interest, as the Debentureholders shall direct, forthwith upon obtaining
such consent, waiver or approval or upon the same no longer being necessary.

5.5 Release of Security Interest

Following due payment and performance in full of all Obligations of the Corporation hereunder or
conwersion of all of the Debentures in accordance with the terms of this Indenture, the the
Debentureholders will release and discharge the right and interest of the Debentureholders in the
Collateral.

Article 6
CONVERSION OF DEBENTURES

6.1 Applicability of Article

Any Debentures issued hereunder of any series which by their terms are conwvertible (subject, howevwer, to
any applicable restriction of the conversion of Debentures of such series) will be convertible into Common
Shares of the Corporation, at such conversion rate or rates, and on such date or dates and in accordance
with such other provisions as shall have been determined at the time of issue of such Debentures and
shall have been expressed in this Indenture, in such Debentures, in an Officer's Certificate, or in a
supplemental indenture authorizing or provding for the issue thereof.

Such right of conversion shall extend only to the maximum number of whole Common Shares into which
the aggregate principal amount of the Debenture or Debentures surrendered for conversion at any one
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time by the holder thereof may be converted. Fractional interests in Common Shares shall be adjusted for
in the manner provided in Section 6.6.

6.2 Automatic/Mandatory Conversion

If a series of Debentures provides for an automatic or mandatory conwversion, such Debentures shall
automatically conwert into Common Shares in accordance with the terms of the relevant series of
Debentures. Upon such mandatory or automatic conversion, the certificates representing the Debentures
so conwerted shall cease to confer any rights upon the Debentureholder other than the right to receive
certificates for the Common Shares that such Debentrue has been converted into.

6.3 Revival of Right to Convert

If the redemption of any Debenture called for redemption by the Corporation is not made or the pay ment
of the purchase price of any Debenture which has been tendered in acceptance of an offer by the
Corporation to purchase Debentures for cancellation is not made, in the case of a redemption upon due
surrender of such Debenture or in the case of a purchase on the date on which such purchaseis required
to be made, as the case may be, then the right to convert such Debentures shall revive and continue as if
such Debenture had not been called for redemption or tendered in acceptance of the Corporation’s offer,
respectively.

6.4 Manner of Exercise of Right to Convert

@) The holder of a Debenture desiring to convert such Debenture in whole or in part into
Common Shares shall surrender such Debenture to the Corporation together with the
conversion notice attached hereto as Schedule C, in either case duly executed by the
holder or his executors or administrators or other legal representatives or his or their
attorney duly appointed by an instrument in writing in form and executed in a manner
satisfactory to the Corporation, exercising his right to convert such Debenture in
accordance with the provisions of this Article 6. Thereupon such Debentureholder or,
subject to payment of all applicable stamp or security transfer taxes or other
governmental charges and compliance with all reasonable requirements of the
Corporation, his nominee(s) or assignee(s) shall be entitled to be entered in the books
of the Corporation as at the Date of Conwversion (or such later date as is specified in
Section 6.4(b)) as the holder of the number of Common Shares into which such
Debenture is convertible in accordance with the provisions of this Article 6 and, as soon
as practicable thereafter, the Corporation shall deliver to such Debentureholder or,
subject as aforesaid, his nominee(s) or assignee(s), a certificate or certificates for such
Common Shares.

(b) For the purposes of this Article, a Debenture shall be deemed to be surrendered for
conversion on the date (herein called the Date of Conversion) on which it is so
surrendered when the register of the Corporation is open and in accordance with the
provisions of this Article 6 and, in the case of a Debenture so surrendered by post or
other means of transmission, on the date on which it is received by the Corporation at
its registered office; provided that if a Debenture is surrendered for conversion on a day
on which the register of Common Shares or Debentures is closed, the person or
persons entitled to receive Common Shares shall become the holder or holders of
record of such Common Shares as at the date on which such registers are next
reopened.

© Any part, being $100 or an integral multiple thereof, of a Debenture in a denomination
in excess of $100 may be converted as provided in this Article 6 and all references in
this Indenture to conversion of Debentures shall be deemed to include conversion of
such parts.
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The holder of any Debenture of which only a part is converted shall, upon the exercise
of his right of conversion surrender such Debenture to the Corporation in accordance
with Section 6.4(a), and the Corporation shall cancel the same and shall without charge
forthwith certify and deliver to the holder a new Debenture or Debentures in an
aggregate principal amount equal to the unconverted part of the principal amount of the
Debenture so surrendered.

Holders conwverting Debentures shall receive accrued and unpaid interest thereon from
the period of the last Interest Payment Date prior to the Date of Conwersion to the date
that is one Business Day prior to the Date of Conversion. The Common Shares issued
upon such conversion shall rank only in respect of distributions or dividends declared in
favour of shareholders of record on and after the Date of Conversion or such later date
as such holder shall become the holder of record of such Common Shares pursuant to
Section 6.4(b), from which applicable date they will for all purposes be and be deemed
to be issued and outstanding as fully paid and non-assessable Common Shares.

6.5 Adjustment of Conversion Price

The Conwersion Price, in effect at any date shall be subject to adjustment from time to time as set forth
below. For the purposes of this Section 6.5, the Conversion Price shall be referred to as the Adjusted
Conversion Price.

@)

(b)

If and whenever at any time prior to the Time of Expiry the Corporation shall (i)
subdivide or redivide the outstanding Common Shares into a greater number of shares,
(i) reduce, combine or consolidate the outstanding Common Shares into a smaller
number of shares, or (iii) issue Common Shares, or securities exchangeable or
convertible into Common Shares, to the holders of all or substantially all of the
outstanding Common Shares by way of a dividend in the ordinary course, distribution
(other than the issue of Common Shares to holders of Common Shares who have
elected to receive dividends or distributions in the form of Common Shares in lieu of
cash dividends or cash distributions paid in the ordinary course on the Common
Shares), or otherwise, the Adjusted Conwversion Price in effect on the effective date of
such subdivision, redivision, reduction, combination or consolidation or on the record
date for such issue of Common Shares or such securities by way of a dividend or
distribution, as the case may be, shallin the case of any of the events referred to in (i)
and (iii) above be decreased in proportion to the number of outstanding Common
Shares resulting from such subdivision, redivision or dividend, or shall, in the case of
any of the events referred to in (ii) above, be increased in proportion to the number of
outstanding Common Shares resulting from such reduction, combination or
consolidation. Such adjustment shall be made successively whenever any event
referred to in this Section 6.5(a) shall occur. Any such issue of Common Shares by way
of a dividend or distribution shall be deemed to have been made on the record date for
the dividend or distribution for the purpose of calculating the number of outstanding
Common Shares under subsections (c) and (d) of this Section 6.5.

If and whenewer at any time prior to the Time of Expiry the Corporation shall fix a
record date for the payment of a cash dividend or distribution to the holders of all or
substantially all of the outstanding Common Shares in respect of any Applicable
Period, the Adjusted Conwersion Price shall be adjusted immediately after such record
date so that it shall be equal to the price determined by multiplying the Conversion
Price in effect on such record date by a fraction, of which the denominator shall be the
Current Market Price per Common Share on such record date and of which the
numerator shall be the Current Market Price per Common Share on suchrecord date
minus the amount in cash per Common Share distributed to holders of Common
Shares. Such adjustment shall be made successively whenever such a record date is
fixed. To the extent that any such cash dividend or distribution is not paid, the Adjusted
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Conwersion Price shall be re-adjusted to the Adjusted Conversion Price which would
then be in effect if such record date had not been fixed.

If and whenewver at any time prior to the Time of Expiry the Corporation shall fix a
record date for the issuance of options, rights or warrants to all or substantially all the
holders of its outstanding Common Shares entitling them, for a period expiring not
more than 45 days after such record date, to subscribe for or purchase Common
Shares (or securities convertible or exchangeable into Common Shares) at a price per
share (or having a conversion or exchange price per share) that is less than 95% of the
Current Market Price of a Common Share on such record date, the Adjusted
Conwersion Price shall be adjustedimmediately after such record date so that it shall
equal the price determined by multiplying the Adjusted Conwversion Price in effect on
such record date by a fraction, of which the numerator shall be the total number of
Common Shares outstanding on such record date plus a number of Common Shares
equal to the number arrived at by dividing the aggregate price of the total number of
additional Common Shares offered for subscription or purchase (or the aggregate
conversion or exchange price of the convertible or exchangeable securities so offered)
by such Current Market Price per Common Share, and of which the denominator shall
be the total number of Common Shares outstanding on such record date plus the total
number of additional Common Shares offered for subscription or purchase (or into
which the conwertible securities so offered are convertible or exchangeable). Such
adjustment shall be made successively whenever such arecord date is fixed. To the
extent that any such options, rights or warrants are not so issued or any such options,
rights or warrants are not exercised prior to the expiration thereof, the Adjusted
Conversion Price shall be re-adjusted to the Adjusted Conwversion Price which would
then be in effect if such record date had not been fixed or to the Adjusted Conversion
Price which would then be in effect based upon the number of Common Shares (or
securities convertible or exchangeable into Common Shares) actually issued upon the
exercise of such options, rights or warrants were included in such fraction, as the case
may be.

If and whenever at any time prior to the Time of Expiry, there is a reclassification of the
Common Shares or a capital reorganization of the Corporation other than as described
in Section 6.5(a) or a consolidation, amalgamation, arrangement, binding share
exchange, merger of the Corporation with or into any other Person or other entity or
acquisition of the Corporation or other combination pursuant to which the Common
Shares are converted into or acquired for cash, securities or other property; or a sale or
conwveyance of the property and assets of the Corporation as an entirety or substantially
as an entirety to any other Person (other than a direct or indirect wholly-owned
subsidiary of the Corporation) or other entity or a liquidation, dissolution or winding-up
of the Corporation, any holder of a Debenture who has not exercised its right of
conversion prior to the effective date of such reclassification, capital reorganization,
consolidation, amalgamation, arrangement, merger, share exchange, acquisition,
combination, sale or conveyance or liquidation, dissolution or winding-up, upon the
exercise of such right thereafter, shall, subject to the immediately following paragraph,
be entitled to receive and shall accept, in lieu of the number of Common Shares then
sought to be acquired by it, such amount of cash or the number of shares or other
securities or property of the Corporation or of the Person or other entity resulting from
such merger, amalgamation, arrangement, acquisition, combination or consolidation, or
to which such sale or conveyance may be made or which holders of Common Shares
receive pursuant to such liquidation, dissolution or winding-up, as the case may be, that
such holder of a Debenture would have been entitled to receive on such
reclassification, capital reorganization, consolidation, amalgamation, arrangement,
merger, share exchange, acquisition, combination, sale or conveyanceor liquidation,
dissolution or winding-up, if, on the record date or the effective date thereof, as the
case may be, the holder had been the registered holder of the number of Common
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Shares sought to be acquired by it and to which it was entitled to acquire upon the
exercise of the conversion right. If determined appropriate by the Board of Directors, to
give effect to or to evidence the provsions of this Section 6.5(d), the Corporation, its
successor, or such purchasing Person or other entity, as the case may be, shall, prior
to or contemporaneously with any such reclassification, capital reorganization,
consolidation, amalgamation, arrangement, merger, share exchange, acquisition,
combination, sale or conveyance or liquidation, dissolution or winding-up, enter into an
indenture which shall provide, to the extent possible, for the application of the
provisions set forth in this Indenture with respect to the rights and interests thereatfter of
the holder of Debentures to the end that the provisions set forth in this Indenture shall
thereafter correspondingly be made applicable, as nearly as may reasonably be, with
respect to any cash, shares or other securities or property to which a holder of
Debentures is entitled on the exercise of its acquisition rights thereafter. Any indenture
entered into between the Corporation, any successor to the Corporation or such
purchasing Person or other entity shall provide for adjustments which shall be as neary
equivalent as may be practicable to the adjustments provided in this Section 6.5(d) and
which shall apply to successive reclassifications, capital reorganizations,
amalgamations, consolidations, mergers, share exchanges, acquisitions, combinations,
sales or conveyances.

If the Corporation shall make a distribution to all or substantially all of the holders of
Common Shares of shares in the capital of the Corporation, other than Common
Shares, or evidences of indebtedness or other assets of the Corporation, including
securities (but excluding (i) any issuance of rights or warrants for which an adjustment
was made pursuant to Section 6.5(c) and (ii) any dividend or distribution paid
exclusively in cash for which an adjustment was made pursuant to Section 6.5(b)) (the
Distributed Securities), then in each such case (unless the Corporation at its option
chooses to distribute such Distributed Securities to the holders of Debentures on such
dividend or distribution date (as if each holder had converted such Debenture into
Common Shares immediately preceding the record date with respect to such
distribution)) the Adjusted Conwersion Price in effect immediately preceding the record
date fixed for the dividend or distribution shall be adjusted so that the same shall equal
the price determined by multiplying the Adjusted Conversion Price in effect immediately
preceding such record date by a fraction of which the denominator shall be the Current
Market Price for the Common Shares immediately prior to the record date and of which
the numerator shall be the Current Market Price per Common Share on such record
date less the fair market value (as determined by the Board of Directors, whose
determination shall be conclusive evidence of such fair market value and which shall be
evidenced by an Officer’s Certificate, all subject to any required regulatory approvals,
including any required approvals of the applicable stock exchange) on such record date
of the portion of the Distributed Securities so distributed applicable to one Common
Share (determined on the basis of the number of Common Shares outstanding at the
close of business on such record date). Such adjustment shall be made successively
whenever any such distribution is made and shall become effective immediately after
the record date. In the event that such dividend or distribution is not so paid or made,
the Adjusted Conwersion Price shall again be adjustedto be the Adjusted Conversion
Price that would then be in effect if such dividend or distribution had not been declared.

Notwithstanding the foregoing, if the securities distributed by the Corporation to all
holders of its Common Shares consist of capital stock of, or similar equity interests in, a
Subsidiary or other business of the Corporation (the Spinoff Securities), the Adjusted
Conwersion Price shall be adjusted, unless the Corporation at its option chooses to make
an equivalent distribution to the holders of Debentures, so that the same shall be equal to
the rate determined by multiplying the Adjusted Conwversion Price in effect on the record
date fixed for the determination of shareholders entitled to receive such distribution by a
fraction, the denominator of which shall be the sum of (A) the volume weighted average

24
SECURED CONVERTIBLE DEBENTURE INDENT URE



®

(9)

(h)

(i)

298

trading price of one Common Share ower the 20 consecutive trading day period (the
Spinoff Valuation Period) commencing on and including the fifth trading day after the
date on which dividend trading commences for such distribution on the TSXV, or such
other national or regional exchange or market on which the Common Shares are then
listed or quoted and (B) the product of (i) the volume weighted average trading price
(calculated in substantially the same way as the Current Market Price is calculated for the
Common Shares) over the Spinoff Valuation Period of the Spinoff Securities or, if no such
prices are available, the fair market value of the Spinoff Securities as reasonably
determined by the Board of Directors (which determination shall be conclusive and shall
be evidenced by an Officer's Certificate but shall be subject to any required regulatory
approvals, including any required approvals of the applicable stock exchange) multiplied
by (ii) the number of Spinoff Securities distributed in respect of one Common Share and
the numerator of which shall be the weighted average trading price of one Common
Share owver the Spinoff Valuation Period, such adjustment to become effective
immediately preceding the opening of business on the 25th trading day after the date on
which ex-dividend trading commences; provided, however, that the Corporation may in
lieu of the foregoing adjustment elect to make adequate provision so that each holder of
Debentures shall have the right to receive upon conwversion thereof the amount of such
Spinoff Securities that such holder of Debentures would hawve received if such
Debentures had been converted on the record date with respect to such distribution.

In any case in which this Section 6.5 shall require that an adjustment shall become
effective  immediately after a record date for an ewent referred to herein, the
Corporation may defer, until the occurrence of such event, issuing to the holder of any
Debenture converted after such record date and before the occurrence of such event
the additional Common Shares issuable upon such conwersion by reason of the
adjustment required by such event before giving effect to such adjustment; provided,
howewer, that the Corporation shall deliver to such holder an appropriate instrument
evidencing such holder’s right to receive such additional Common Shares upon the
occurrence of the event requiring such adjustment and the right to receive any
distributions made on such additional Common Shares declared in favour of holders of
record of Common Shares on and after the Date of Conversion or such later date as
such holder would, but for the provisions of this Section 6.5(f), have become the holder
of record of such additional Common Shares pursuant to Section 6.4(b).

The adjustments provided for in this Section 6.5 are cumulative and shall apply to
successive subdivisions, redivisions, reductions, combinations, consolidations,
distributions, issues or other events resulting in any adjustment under the provisions of
this Section 6.5, provided that, notwithstanding any other provision of this Section 6.5,
no adjustment of the Adjusted Conwersion Price shall be required unless such
adjustment would require an increase or decrease of at least 1% in the Adjusted
Conwersion Price then in effect; provided however, that any adjustments which by
reason of this Section 6.5(g) are not required to be made shall be carried forward and
taken into account in any subsequent adjustment.

For the purpose of calculating the number of Common Shares outstanding, Common
Shares owned by or for the benefit of the Corporation shall not be counted.

In the event of any question arising with respect to the adjustments provided in this
Section 6.5, such question shall be conclusively determined by a firm of nationally
recognized chartered accountants appointed by the Corporation (who may be the
Auditors of the Corporation); such accountants shall have access to all necessary
records of the Corporation and such determination shall be binding upon the
Corporation and the Debentureholders.
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) In case the Corporation shall take any action affecting the Common Shares other than
action described in this Section 6.5, which in the opinion of the Board of Directors,
would materially affect the rights of Debentureholders, the Adjusted Conwversion Price
shall be adjusted in such manner and at such time, by action of the Board of Directors,
subject to any required regulatory approvals, including any required approvals of the
applicable stock exchange, as the Board of Directors in its sole discretion may
determine to be equitable in the circumstances. Failure of the directors to make such
an adjustment shall be conclusive evidence that they have determined that it is
equitable to make no adjustment in the circumstances.

k) Subject to any required regulatory approvals, including any required approvals of the
applicable stock exchange, no adjustment in the Adjusted Conversion Price shall be
made in respect of any event described in Sections 6.5(a), 6.5(b), 6.5(c) or 6.5(d) other
than the ewvents described in Section 6.5(a) or (a)(ii) if the holders of the Debentures
are entitled to participate in such event on the same terms mutatis mutandis as if they
had converted their Debentures prior to the effective date or record date, as the case
may be, of such event.

o Except as stated abowve in this Section 6.5, no adjustment will be made in the Adjusted
Conversion Price for any Debentures as a result of the issuance of Common Shares at
less than the Current Market Price for such Common Shares on the date of issuance or
the then applicable Adjusted Conversion Price.

6.6 No Requirement to Issue Fractional Common Shares

The Corporation shall not be required to issue fractional Common Shares upon the conwersion of
Debentures pursuant to this Article. If more than one Debenture shall be surrendered for conversion at
one time by the same holder, the number of whole Common Shares issuable upon conwversion thereof
shall be computed on the basis of the aggregate principal amount of such Debentures to be converted. If
any fractional interest in a Common Share would, except for the provisions of this Section, be deliverable
upon the conversion of any principal amount of Debentures, the Corporation shall, in lieu of delivering any
certificate representing such fractional interest, make a cash payment to the holder of such Debenture of
an amount equal to the fractional interest which would have been issuable multiplied by the Current
Market Price, provided, however, that the Corporation shall not be required to make any payment of less
than $5.00.

6.7 Corporation to Reserve Common Shares

The Corporation cowvenants that it will at all times reserve and keep available out of its authorized
Common Shares (if the number thereof is or becomes limited), solely for the purpose of issue upon
conversion of Debentures pursuant to Section 2.4 or this Article 6 provided, and conditionally allot to
Debentureholders who may exercise their conversion rights hereunder, such number of Common Shares
as shall then be issuable upon the conversion of all outstanding Debentures. The Corporation covenants
that all Common Shares which shall be so issuable shall be duly and validly issued as fully-paid and non-
assessable.

6.8 Cancellation of Converted Debentures
Subject to the provisions of Section 6.4 as to Debentures converted in part, all Debentures converted in

whole or in part under the provisions of this Article 6 shall be forthwith cancelled by the Corporation and
no Debenture shall be issued in substitution for those converted.
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6.9 Certificate asto Adjustment

The Corporation shall from time to time immediately after the occurrence of any event which requires an
adjustment or readjustment as provided in Section 6.5, deliver an Officer's Certificate to the
Debentureholders specifying the nature of the event requiring the same and the amount of the adjustment
necessitated thereby and setting forth in reasonable detail the method of calculation and the facts upon
which such calculation is based, which certificate and the amount of the adjustment specified therein shall
be conclusive and binding on all parties in interest. When so approved, the Corporation shall, except in
respect of any subdivision, redivision, reduction, combination or consolidation of the Common Shares,
forthwith give notice to the Debentureholders in the manner provided in Section 11.2 specifying the event
requiring such adjustment or readjustment and the results thereof, including the resulting Conversion
Price, Mandatory Conversion Price or Share Repayment Price, as the case may be; provided that, if the
Corporation has given notice under this Section 6.9 covering all the relevant facts in respect of such event
no such notice need be given under this Section 6.9.

6.10  Notice of Special Matters

The Corporation covenants that so long as any Debenture remains outstanding, it will give notice to the
Debentureholders in the manner provided in Section 11.2, of its intention to fix a record date for any event
referred to in Sections 6.5(a), 6.5(b), 6.5(c) or 6.5(d) (other than the subdivision, redivision, reduction,
combination or consolidation of its Common Shares) which may give rise to an adjustment in the
Conversion Price, Mandatory Conwversion Price or Share Repayment Price, as the casemay be, and, in
each case, such notice shall specify the particulars of such event and the record date and the effective
date for such event; provided that the Corporation shall only be required to specify in such notice such
particulars of such event as shall have been fixed and determined on the date on which such notice is
given. Such notice shall be given not less than 14 days in each case prior to such applicable record date.

In addition, the Corporation covenants that so long as any Debenture remains outstanding, it will give
notice to the Debentureholders in the manner provided in Section 11.2, at least 40 days prior to the
effective date of any transaction referred to in Section 6.5(d) stating the consideration into which the
Debentures will be convertible after the effective date of such transaction.

Article 7
COVENANTS OF THE CORPORATION

7.1 Positive Covenants
During the term of this Indenture, the Corporation shall:

@) duly and punctually pay or cause to be paid to every Debentureholder all amounts due
from the Corporation hereunder, including the principal of, premium (if any) and interest
accrued on the Debentures held by the holder on the dates, at the places and in the
manner mentioned herein and in the Debentures.

(b) notify the Debentureholders immediately upon obtaining knowledge of any Ewvent of
Default hereunder;

(c) subject to the express provisions hereof, carry on and conduct its activities, and cause
its Subsidiaries to carry on and conduct their businesses, in a business-like manner
and in accordance with good business practices; and, subject to the express provisions
hereof, it will do or cause to be done all things necessary to preserve and keep in full
force and effect the corporate existence and good standing of the Corporation and any
material Subsidiaries and the registration, authorization and qualification of the
Corporation and its Subsidiaries, as applicable required to carry on business in each
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jurisdiction in which the Corporation or its Subsidiaries, as applicable, carries on
business;

keep or cause to be kept proper books of record and account, in which full and correct
entries shall be made of all financial transactions and the assets and business of the
Corporation and its Subsidiaries in accordance with IFRS;

do the following:

at all times do, execute, acknowledge and deliver or cause to be done, executed,
acknowledged, delivered, filed and refiled all such acts, deeds, mortgages,
hypothecs, transfers, assignments and assurances in law (including consents,
approvals or waivers from third parties under applicable documents or applicable
legislation) as may be necessary or desirable to ensure that the
Debentureholders have a perfected security interest upon the Collateral;

(i) cause all necessary and proper steps to be taken diligently to protect and defend

(i

(i)

the Collateral and the proceeds thereof against any adverse claims or demands,
including the employment or use of counsel for the prosecution or defence of
litigation and the contest, settlement, release or discharge of any such claim or
demand; and

i) if the Security Interests shall have become enforceable and the
Debentureholders shall have become bound to enforce or have commenced
enforcing the same, it shall from time to time execute and do all such assurances
and things as the Debentureholders may reasonably require for facilitating the
realization of the Security Interests and for exercising all the powers, authorities
and discretions conferred upon them under this Indenture and for confirming to
any purchaser of the Collateral, whether sold hereunder or by judicial
proceedings, the title to the Collateral so sold, and shall give all notices and
directions as the Debentureholders may consider expedient;

in respect of the Corporation and each Subsidiary, ensure the filing of all income tax
returns which are required to be filed, and ensure the payment or provision for payment
(in accordance with IFRS) of all Taxes which are due and payable, or to provide
adequate resenes (in accordance with IFRS) for the payment of any Tax, the payment
of which is being contested in good faith;

maintain, protect and defend title to all property and assets held by the Corporation and
its Subsidiaries in their own capacity or on behalf of others, and take all such acts and
steps as are necessary or advisable at any time and from time to time to maintain their
property and assets in good standing;

provide the Debentureholders with prompt written notice of:

the occurrence of any Event of Default;

(i) any event that, with or without the giving of notice, lapse of time or any other

condition subsequent, would be an Event of Default or would otherwise allow the
termination of any Material contract or Material permit or the imposition of any
Material sanctionon any person to a Material contract or Material permit;

(iii) any Material dispute affecting the Corporation or any of its Subsidiaries, and of

any other circumstance affecting any Corporation or any of its Subsidiaries, the
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result of which has had or could reasonably be expected to have a Material
Adwerse Effect; or

(iv) any Liquidity Event.
7.2 Negative Covenants

The Corporation covenants that it shall not declare or pay any dividend to the holders of its issued and
outstanding Common Shares, and shall not permit any Subsidiary to declare or pay and dividend (except
for dividends in favour of the Corporation or any Subsidiary) unless no Event of Default has occurred or is
continuing or would result from such declaration or payment, and the Corporation is in full compliance
with its obligations under this Indenture and the Debentures and the declaration and payment of such
dividend would not result in a breach of any such obligations.

Article 8
DEFAULT

8.1 Events of Default
Each of the following events constitutes, and is herein sometimes referred to as, an Event of Default:
@ failure for 10 days to pay interest on the Debentures when due;

(b) failure to pay principal or premium, if any, when due on the Debentures whether at
maturity or upon redemption;

(c) default in the delivery, when due, of all cash and any Common Shares or other
consideration, if any, payable on conversion with respect to the Debentures, which
default continues for 10 days;

(d) default in the observance or performance of any covenant or condition contained in the
Indenture or any Debentures by the Corporation and the failure to cure (or obtain a
waiver for) such default for a period of 30 days after notice in writing has been given
from holders of not less than 66-2/3% in aggregate principal amount of the outstanding
Debentures, to the Corporation specifying such default and requiring the Corporation to
rectify such default or obtain a waiver for same;

(e if a decree or order of a Court having jurisdiction is entered adjudging the Corporation,
a bankrupt or insolvent under the Bank ruptcy and Insolvency Act (Canada) or any other
bankruptcy, insolvency or analogous laws, or issuing sequestration or process of
execution against, or against any substantial part of, the property of the Corporation, or
appointing a receiver of, or of any substantial part of, the property of the Corporation, or
ordering the winding-up or liquidation of the Corporation, and any such decree or order
continues unstayed and in effect for a period of 60 days;

® if the Corporation institutes proceedings to be adjudicated a bankrupt or insolvent, or
consents to the institution of bankruptcy or insolvency proceedings against it under the
Bankruptcy and Insolvency Act (Canada) or any other bankruptcy, insolvency or
analogous laws of any jurisdiction, or consents to the filing of any such petition or to the
appointment of a receiver of, or of any substantial part of, the property of the
Corporation, or makes a general assignment for the benefit of creditors, or admits in
writing its inability to pay its debts generally as they become due;
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if a resolution is passed for the winding-up or liquidation of the Corporation except in
the course of carrying out or pursuant to a transaction in respect of which the
conditions of Section 10.1 are duly observed and performed;

the Corporation fails to comply with Article 11 in any material respect;

then in each and every such event listed above, the Debentureholders holding not less
than 66-2/3% in principal amount of the Debentures then outstanding, subject to the
provisions of Section 8.2, may by notice in writing to the Corporation declare the principal
of and interest and premium, if any, on all Debentures then outstanding and all other
monies outstanding hereunder to be due and payable and the same shall thereupon
forthwith become immediately due and payable to the Debentureholders, and upon such
amounts becoming due and payable, the Corporation shall forthwith pay to the
Debentureholders such principal, accrued and unpaid interest and premium, if any, and
interest on amounts in default on such Debenture and all other monies outstanding
hereunder, together with subsequent interest at the rate borne by the Debentures on
such principal, interest, premium and such other monies from the date of such
declaration or event until payment is received by the Debentureholders, such subsequent
interest to be payable at the times and places and in the manner mentioned in and
according to the tenor of the Debentures. Such payment when made shall be deemed to
have been made in discharge of the Corporation’s obligations hereunder and any monies
so received by the Debentureholders shall be applied in the manner provided in Section
8.4.

For greater certainty, for the purposes of this Section 8.1, a series of Debentures shall be
in default in respect of an Event of Default if such Event of Default relates to a default in
the payment of principal, premium, if any, or interest on the Debentures of such series in
which case references to Debentures in this Section 8.1 refer to Debentures of that
particular series.

For purposes of this Article 9, where the Event of Default refers to an Event of Default
with respect to a particular series of Debentures as described in this Section 8.1, then
this Article 9 shall apply mutatis mutandis to the Debentures of such series and
references in this Article 9 to the Debentures shall mean Debentures of the particular
series and references to the Debentureholders shall refer to the Debentureholders of the
particular series, as applicable.

8.2 Waiver of Default

Upon the occurrence of any Event of Default hereunder the holders of the Debentures shall have the
power (in addition to the other powers exercisable by Extraordinary Resolution as hereinafter provided)
exercisable by Extraordinary Resolution, waive any Event of Default and to cancel any declaration made
pursuant to Section 8.1 upon such terms and conditions as shall be prescribed in such requisition;
provided that notwithstanding the foregoing if the Event of Default has occurred by reason of the non-
observance or non-performance by the Corporation of any covenant applicable only to one or more series
of Debentures, then such power shall be exercisable by Extraordinary Resolution of the holders of the
outstanding Debentures of that series and it shall not be necessary to obtain a waiver from the holders of
any other series of Debentures.

(@)

8.3 Enforcement by the Debentureholders

Subject to the provisions of Section 8.2 and to the provisions of any Extraordinary
Resolution that may be passed by the Debentureholders, if the Corporation shall fail to
pay to the Debentureholders, forthwith after the same shall have been declared (or
have been deemed to be declared) to be due and payable under Section 8.1, the
principal of and premium (if any) and interest on all Debentures then outstanding,
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together with any other amounts due hereunder, holders of at least 66-2/3% in principal
amount of the Debentures then outstanding may proceed to obtain or enforce payment
of such principal of and premium (if any) and interest on all the Debentures then
outstanding together with any other amounts due hereunder by such proceedings
authorized by this Indenture or by law or equity including, without limitation,
enforcement of Security Interest pursuant to the Personal Property Security Act
(Ontario) or otherwise by Applicable Law.

(b) The Debentureholders shall be entitled and empowered to file such proof of debt,
amendment of proof of debt, claim, petition or other document as may be necessary or
advisable in order to have the claims of the Debentures allowed in any insolvency,
bankruptcy, liquidation or other judicial proceedings relative to the Corporation or its
creditors or relative to or affecting its property.

(© The Debentureholders shall also have the power at any time and from time to time to
institute and to maintain such suits and proceedings as may be necessary or advisable
to preserve and protect the interests of the Debentureholders.

8.4 Application of Monies
Except as herein otherwise expressly provided, any monies received from the Corporation pursuant to the

foregoing provisions of this Article 8, or as a result of legal or other proceedings or from any trustee in
bankruptcy or liquidator of the Corporation, shall be applied as follows:

@ first, in payment of all Senior Indebtedness or debt otherwise ranking in priority to the
Obligations;
(b) second, but subject as hereinafter in this Section 8.4 provided, in payment, rateably

and proportionately to the holders of Debentures, of the principal of and premium (if
any) and accrued and unpaid interest and interest on amounts in default on the
Debentures which shall then be outstanding in the priority of principal first and then
premium and then accrued and unpaid interest and interest on amounts in default
unless otherwise directed by Extraordinary Resolution and in that case in such order or
priority as between principal, premium (if any) and interest as may be directed by such
resolution; and

© fourth, in payment of the amount owing on any indebtedness ranking subordinate
to the indebtedness under the Debentures; and

(d) fith, in payment of the surplus, if any, of such monies to the Corporation or its
assigns;

provided, however, that no payment shall be made pursuant to Section 8.4(b) abowe in respect of the
principal, premium, if any, or interest on any Debenture held, directly or indirectly, by or for the benefit of
the Corporation or any Subsidiary (other than any Debenture pledged for value and in good faith to a
person other than the Corporation or any Subsidiary but only to the extent of such person’s interest
therein) except subject to the prior paymentin full of the principal, premium (if any) and interest (if any) on
all Debentures which are not so held.

8.5 Remedies Cumulative

No remedy herein conferred upon or reserved to the holders of Debentures under this Indenture is
intended to be exclusive of any other remedy, but each and every such remedy shall be cumulative and
shall be in addition to every other remedy given hereunder or now existing or hereafter to existby law or
by statute.
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8.6 Immunity of Directors, Officers and Others

The Debentureholders hereby waive and release any right, cause of action or remedy now or hereafter
existing in any jurisdiction against any past, present or future officer, director or employee of the
Corporation or holder of Common Shares of the Corporation or of any successor for the payment of the
principal of or premium or interest on any of the Debentures or on any cowvenant, agreement,
representation or warranty by the Corporation contained herein or in the Debentures.

Article 9
SATISFACTION AND DISCHARGE

9.1 Cancellation and Destruction

All Debentures shall forthwith after payment thereof be delivered to the Corporation and cancelled by it.
All Debentures cancelled or required to be cancelled under this or any other provision of this Indenture
shall be destroyed by the Corporation

9.2 Discharge

The Debentureholders shall at the written request and expense of the Corporation release and discharge
this Indenture and the Security Interests created thereby and registrations made in any offices of public
record in connection therewith and execute and deliver such instruments as it shall be advised by
Counsel are requisite for that purpose and to release the Corporation from its covenants contained in this
Indenture and the Debentures upon proof being given that the principal of, premium (if any) and interest
(including interest on amounts in default, if any), on all the Debentures and all other monies payable
hereunder have been paid, satisfied or delivered or that all the Debentures having matured or having
been duly called for redemption, payment of the principal of and interest (including interest on amountsin
default, if any) on such Debentures and of all other monies payable hereunder has been duly and
effectually provided for in accordance with the provisions hereof.

9.3 Satisfaction

@ The Corporation shall be deemed to have fully paid, satisfied and discharged all of the
outstanding Debentures of any series and the Debentureholders, at the expense ofthe
Corporation, shall execute and deliver proper instruments acknowledging the full
payment, satisfaction and discharge of such Debentures, when, with respect to all of
the outstanding Debentures or all of the outstanding Debentures of any series, as
applicable:

0) the Corporation has deposited or caused to be deposited with a paying agent as
trust funds or property in trust for the purpose of making payment on such
Debentures, an amount in money or Common Shares, if applicable, sufficient to
pay, satisfy and discharge the entire amount of principal of, premium, ifany, and
interest, if any, to maturity, or any repayment date or Redemption Dates, or upon
conversion or otherwise as the case may be, of such Debentures;

(i) the Corporation has deposited or caused to be deposited with a paying agent as
trust property in trust for the purpose of making payment on such Debentures:

(A) if the Debentures are issued in Canadian dollars, such amount in
Canadian dollars of direct obligations of, or obligations the principal and
interest of which are guaranteed by, the Government of Canada; or

(B) if the Debentures are issued in a currency or currency unit other than
Canadian dollars, cash in the currency or currency unit in which the
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Debentures are payable and/or such amount in such currency or
currency unit of direct obligations of, or obligations the principal and
interest of which are guaranteed by, the Government of Canada or the
government that issued the currency or currency unit in which the
Debentures are payable,

as will, together with the income to accrue thereon and reinvestment thereof, be
sufficient to pay and discharge the entire amount of principal of, premium, ifany,
and accrued and unpaid interest to maturity or any repayment date, as the case
may be, of all such Debentures; or

(iii) all Debentures authenticated and delivered have been delivered to the
Corporation for cancellation.

Any deposits with a paying agent referred to in this Section 9.3 shall be irrevocable and
shall be made under the terms of an escrow and/or trust agreement which provides for
the due and punctual payment of the principal of, premium, if any, and interest on the
Debentures being satisfied.

Upon the satisfaction of the conditions set forth in this Section 9.3 with respect to all the
outstanding Debentures, or all the outstanding Debentures of any series, as applicable,
the terms and conditions of the Debentures, including the terms and conditions with
respect thereto set forth in this Indenture (other than those contained in Article 2 and
Article 4 and the provisions of Article 1 pertaining to Article 2 and Article 4) shall no
longer be binding upon or applicable to the Corporation.

Any funds or obligations deposited with a paying agent pursuant to this Section 9.3
shall be denominated in the currency or denomination of the Debentures in respect of
which such deposit is made.

If a paying agent is unable to apply any money or securities in accordance with this
Section 9.3 by reason of any legal proceeding or any order or judgment of any court or
governmental authority enjoining, restraining or otherwise prohibiting such application,
the Corporation’s obligations under this Indenture and the affected Debentures shall be
revived and reinstated as though no money or securities had been deposited pursuant
to this Section 9.3 until such time as the paying agentis permitted to apply all such
money or securities in accordance with this Section 9.3, provided that if the Corporation
has made any payment in respect of principal of, premium, if any, or interest on
Debentures or, as applicable, other amounts because of the reinstatement of its
obligations, the Corporation shall be subrogated to the rights of the holders of such
Debentures to receive such payment from the money or securities held by the paying
agent.

Article 10
SUCCESSORS

10.1  Corporation may Consolidate, Etc., Only on Certain Terms

The Corporation may not, without the consent of the holders, consolidate with or
amalgamate or merge with or into any Person (other than a directly or indirectly wholly-
owned Subsidiary of the Corporation) or sell, conwy, transfer or lease all or
substantially all of the properties and assets of the Corporation to another Person
(other than a directly or indirectly wholly-owned Subsidiary of the Corporation) (herein
called a Successor) unless:
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0) the Successor expressly assumes, by an indenture supplemental hereto, the
obligations of the Corporation under the Debentures and this Indenture and the
performance or observance of every covenant and provision of this Indenture
and the Debentures required on the part of the Corporation to be performed or
observed and the conwersion rights shall be provided for in accordance with
Article 6;

(i) after giving effect to such transaction, no Event of Default, and no event which,
after notice or lapse of time or both, would become an Event of Default, shall
have occurred and be continuing; and

(iii) the Corporation or the Successor shall have, at or prior to the effective date of
such consolidation, amalgamation, merger or sale, conveyance, transfer or
lease, delivered to the Debentureholders an Officer’s Certificate and an opinion
of Counsel, each stating that such consolidation, merger or transfer complies
with this Article and, if a supplemental indenture is required in connection with
such transaction, such supplemental indenture complies with this Article, and that
all conditions precedent herein provided for relating to such transaction have
been complied with.

(b) For purposes of the foregoing, the sale, convweyance, transfer or lease (in a single
transaction or a series of related transactions) of the properties or assets of one or
more Subsidiaries of the Corporation (other than to the Corporation or another wholly -
owned Subsidiary of the Corporation), which, if such properties or assets were directly
owned by the Corporation, would constitute all or substantially all of the properties and
assets of the Corporation and its Subsidiaries, taken as a whole, shall be deemed to be
the sale, conveyance, transfer or lease of all or substantially all of the properties and
assets of the Corporation.

Article 11
NOTICES

11.1  Notice to Corporation

Any notice to the Corporation under the provisions of this Indenture shall be valid and effective if
delivered to the Corporation at: 440 Eccelstone Drive, Unit C5, Bracebridge, Ontario, Attention: Chief
Financial Officer, or if given by registered letter, postage prepaid, to such offices and so addressed and if
mailed, shall be deemed to have been effectively given three days following the mailing thereof. The
Corporation may from time to time notify the Debentureholders in writing of a change of address which
thereafter, until changed by like notice, shall be the address of the Corporation for all purposes of this
Indenture.

11.2 Notice to Debentureholders

All notices to be given hereunder with respect to the Debentures shall be deemed to be validly given to
the holders thereof if sent by first class mail, postage prepaid, by letter or circular addressed to such
holders at their post office addresses appearing in any of the registers hereinbefore mentioned and shall
be deemed to have been effectively given three days following the day of mailing. Accidental error or
omission in giving notice or accidental failure to mail notice to any Debentureholder or the inability of the
Corporation to give or mail any notice due to anything beyond the reasonable control of the Corporation
shall not invalidate any action or proceeding founded thereon.

If any notice given in accordance with the foregoing paragraph would be unlikely to reach the
Debentureholders to whom it is addressed in the ordinary course of post by reason of an interruption in
mail senice, whether at the place of dispatch or receipt or both, the Corporation shall give such notice by
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publication at least once in the city of Toronto, Ontario and each such publication to be made in a daily
newspaper of general circulation in the designated city.

Any notice given to Debentureholders by publication shall be deemed to have been given on the day on
which publication shall have been effected at least once in each of the newspapers in which publication
was required.

All notices with respect to any Debenture may be given to whichever one of the holders thereof (if more

than one) is named first in the registers hereinbefore mentioned, and any notice so given shall be
sufficient notice to all holders of any persons interested in such Debenture.

Article 12
EXECUTION AND FORMAL DATE

12.1  Execution
This Indenture may be simultaneously executed in several counterparts, each of which when so executed
shall be deemed to be an original and such counterparts together shall constitute one and the same
instrument.

12.2 Formal Date

For the purpose of convenience this Indenture may be referred to as bearing the formal date of March 1,
2020 irrespective of the actual date of execution hereof.

[The remainder of this page is intentionally blank]
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SCHEDULE A-1

DEBENTUREHOLDERS
Debentureholder Name Investment
Dr. Arthur Paul and Carol Monk $5,000.00
Marcia Gammon $10,000.00
Rob & Sue Quigg $5,100.00
Rob Cross $5,000.00
Tim Griffioen $50,000.00
Tonder n Holding (Donna Colson) $30,000.00
Bill O'Dwyer $500,000.00
Jodi Wright Ritchie & Neil Ritchie $100,000.00
Peter Topp $5,000.00
Vivian McGuire $5,000.00
Mark and Christine Olds $10,000.00
Roger Rowan $100,000.00
Phil Garrat $50,000.00
Liz Rondelet $750,000.00
Roman Iwasjuk $50,000.00
Jennifer Tory $50,000.00
Alarm Pro $100,000.00
Kevin Dann $400,000.00
Mark Rosenhek $175,000.00
Paul Cohen (169893 Canada Inc.) $150,000.00
Tom Wright $15,000.00
Gillian Grand $25,000.00
Leslie Ann Gallagher $450,000.00

A-1
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SCHEDULE A
FORM OF INITIAL DEBENTURE

MUSKOKA GROWN LIMITED

8.00% Second Lien Secured Convertible Debenture
No. e $e

MUSKOKA GROWN LIMITED (the Corporation), an Ontario corporation, for value received, hereby
acknowledges itself indebted and, subject to the provisions of the Second Lien Secured Convertible
Debenture Indenture dated effective as of e, 2020 (the Indenture), between the Corporation and
the holders set forth on Schedule A-1 thereto from time to time, promises to pay to the registered
holder hereof, [INSERT REGISTRATION NAME AND ADDRESS] (the Holder) on March 1, 2023,
or on such earlier date as the principal amount hereof may become due in accordance with the
provisions of the Indenture (any such date, the Maturity Date) the principal sum of e Dollars ($e) in
lawful money of Canada on presentation and surrender of this 8.00% Second Lien Secured
Convertible Debenture (this Debenture) at the registered office of the Corporation in Bracebridge,
Ontario, in accordance with the terms of the Indenture and, subject as hereinafter provided, to pay
interest on the principal amount hereof from the date hereof at the rate of 8.00% per annum (based
on a 365-day or 366-day year, as the case may be, and the actual number of days elapsed in
that period), in like money, calculated annually and payable in arrears semi-annually on the first
Business Day of March and September with the first interest payment to fall due on September 1, 2020
the last payment to fall due on the Maturity Date (provided that this Debenture has not been
redeemed or converted before such date) and, should the Corporation at any time default in the
payment of any principal, premium, if any, or interest, to pay interest on the amount in default at the
same rate. For the purposes of disclosure under the Interest Act (Canada), whenever interest is
computed under this Debenture on the basis of a year (the deemed year) which contains fewer
days thanthe actual number of days in the calendar year of calculation, such rate of interest shall be
expressed as a yearly rate by multiplying such rate of interest by the actual number of days in
such calendar year of calculation and dividing it by the number of days in the deemed year.

Capitalized words or expressions used in this Debenture shall, unless otherwise defined herein,
have the meaning ascribed thereto in the Indenture, provided that to the extent of any inconsistency
as between the meaning as ascribed in the Indenture and in the Supplemental Indenture, the latter
meaning shall prevail. All references to “$” are references to the lawful money of Canada. In the
event of any conflict or inconsistency between the terms of this Debenture and the Indenture, the
terms of the Indenture shall prevail.

Initial Debentures

This Debenture is one of the Initial Debentures of the Corporation, (referred to herein as the
Debentures). The Debentures authorized for issue are limited to an aggregate principal amount of
$3,040,100 in lawful money of Canada. Reference is hereby expressly made to the Indenture for a
description of the terms and conditions upon which the Debentures are or are to be issued and
held and the rights and remedies of the holders of the Debentures and of the Corporation, all to
the same effect as if the provisions of the Indenture were herein set forth and to all of which
provisions the holder of this Debenture by acceptance hereof assents.

The Debentures are issuable only in denominations of $100 and integral multiples thereof. Upon
compliance with the provisions of the Indenture, Debentures of any denomination may be exchanged
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for an equal aggregate principal amount of Debentures in any other authorized denomination or
denominations.

While this Debenture is outstanding and except in respect of Additional Debentures, the Corporation
shall be prohibited from (i) incurring any other indebtedness ranking pari passu with or senior to the
Debentures’ right to payment; and (iii) granting security over any of its assets that ranks senior or pari
passu to the security interests granted as security for the Obligations under the Debentures, without
the prior consent of the holders of the Debentures expressed by an Extraordinary Resolution.

The principal hereof may become or be declared due and payable before the stated maturity in
the events, in the manner, with the effect and at the times provided in the Indenture.

Redemption Rights

The Corporation shall be obligated to repay on account of the principal and accrued interest on this
Debenture on the Redemption Date, provided that the Holder has elected to require the Corporation to
redeem its Debenture upon the occurrence of a Liquidity Event in accordance with the terms of the
Indenture and has completed, executed and returned the Liquidity Event Notice on or before the 5"
day prior to date of the Liquidity Event set out in the Liquidity Event Notice sent to the Holder by the
Corporation.

The indebtedness evidenced by this Debenture, and by all Debentures now or hereafter certified and
delivered under the Indenture, is and will be a direct obligation of the Corporation. The Debentures will
be direct obligations of the Corporation and are secured by a (a) a second-lien mortgage over the
lands and building owned by the Corporation located at Bracebridge, Ontario; and (b) second-lien
mortgage, charge, lien and security interestin all present and after acquired personal property of
the Corporation and proceeds thereof. Each Debenture of the same series of Debentures, except as
provided otherwise herein, will rank pari passu with each other Debenture of the same series
(regardless of their actual date or terms of issue).

Automatic Conversion

If the Holder does not elect to require the Corporation to redeem this Debenture in accordance with the
terms hereof and the Indenture, including but not limited to, delivering a completed and executed
Notice of Liquidity Event on or before the 5™ day prior to the date of the Liquidity Event as set out in the
Liquidity Event Notice, the principal amount hereof shall be automatically converted into Common
Shares at a conwversion price equal to the Liquidity Event Price on the date of the date the Liquidity
Event occurs without any further action on the part of the Holder.

Optional Conversion Right

At any time before this Debenture has been fully repaid and before the Corporation has sent out a
Liquidity Even Notice, upon and subject to the terms and conditions hereof and the Indenture, the
Holder shall have the right (the Conversion Right), atits option, to convert all or part of the Principal
Amount into Common Shares at the Conversion Price.

To exercise the Conwersion Right, the Holder shall surrender this Debenture at the office of the
Corporation in the City of Bracebridge together with written notice (which shall be irrevocable) in a
form satisfactory to the Corporation, acting reasonably, duly executed by the Holder, stating that the
Holder elects to convert and specifying the portion of the Principal Amount (and any accrued interest,
if any) which the Holder has elected to so conwvert. In the case of an exercise of the Conversion Right,
the surrender of this Debenture, accompanied by the written notice referred to in Article 6 of the
Indenture (Notice of Conversion), shall be deemed to constitute a contract between the Holder and
the Corporation whereby: (i) the Holder subscribes for the number of Common Shares which the
Holder shall be entitled to receive on such conversion and the Corporation shall issue such Common
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Shares to the Holder as fully paid and non-assessable shares in the capital of the Corporation; (ii) in
the case of the conversion of the full Principal Amount outstanding and any accrued interest, if any,
the Holder will, at the Corporation’s request in writing and at the cost and expense of the Corporation,
release the Corporation from all liability to pay the Principal Amount of this Debenture and any
accrued interest; (iii) in the case of only a partial conversion of the Principal Amount upon the exercise
of the Conwversion Right, the Corporation shall issue the number of Common Shares which the Holder
shall be entitled to receive on such partial conversion as fully paid and non-assessable shares in the
capital of the Corporation and a new form of debenture, substantially in the form of this Debenture,
representing the balance of the Principal Amount thereafter outstanding and any accrued and unpaid
interest, if any, that has not been converted; and (iv) the Corporation agrees that the surrender of this
Debenture (in whole or in part) for conversion constitutes full payment of the subscription price for the
Common Shares issuable upon such conwversion. The Holder will be entitled to be entered in the
books of the Corporation as at the applicable Date of Conversion as the holder of the number of
Common Shares into which this Debenture has been converted in accordance with the provisions of
this Article and, as soon as practicable thereafter, the Corporation will deliver to the Holder a
certificate or certificates for such Common Shares entered.

General Provisions

The Indenture contains provisions making binding upon all holders of Debentures outstanding
thereunder resolutions passed at meetings of such holders held in accordance with such provisions
and instruments signed by the holders of a specified majority of Debentures outstanding, which
resolutions or instruments may hawe the effect of amending the terms of this Debenture or the
Indenture.

The Indenture contains provisions disclaiming any personal liability on the part of holders of
Common Shares and officers, directors and employees of the Corporation in respect of any
obligation or claim arising out of the Indenture or this Debenture.

This Debenture may only be transferred, upon compliance with the conditions prescribed in the
Indenture, in the register to be kept at the principal office of the Corporation in the City of
Bracebridge, Ontario and in such other place or places and/or by such other registrars (ifany) as the
Corporation may designate. No transfer of this Debenture shall be valid unless made on the register
by the registered holder hereof or his executors or administrators or other legal representatives, or
his or their attorney duly appointed by an instrument in form and substance satisfactory to the
Corporation or other registrar, and upon compliance with such reasonable requirements as the
Corporation and/or other registrar may prescribe and upon surrender of this Debenture for
cancellation. Thereupon a new Debenture in the same aggregate principal amount shall be issued to
the transferee in exchange hereof.

This Debenture, the Indenture and any subsequent supplemental indenture shall be governed by and
interpreted in accordance with the laws of the Province of Ontario and the federal laws of Canada
applicable therein and shall be treated in all respects as Ontario contracts. With respect to any suit,
action or proceedings relating to this Debenture, the Indenture and any subsequent supplemental
indenture, the Corporation and the holder hereof each irrevocably submit and attorn to the non-
exclusive jurisdiction of the courts of the Province of Ontario. The parties hereto hereby waive any
right they may have to require a trial by jury of any proceeding commenced in connection herewith.

MUSKOKA GROWN LIMITED. has caused this Debenture to be signed by its authorized
representative as of the e day of e, 2020.

SECURED CONVERTIBLE DEBENTURE INDENT URE
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MUSKOKA GROWN LIMITED

By:

David Grand, President & CEO

SECURED CONVERTIBLE DEBENTURE INDENT URE
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SCHEDULE B - FORM OF LIQUIDITY EVENT NOTICE

LIQUIDITY EVENT NOTICE

TO: [INSERT NAME OF DEBENTUREHOLDER
RE: 8% 3-year Second Lien Secured Conwvertible Debentures (the “Debentures”)
Note: All capitalized terms used herein have the meaning ascribed thereto in the Indenture

mentioned below, unless otherwise indicated.

Muskoka Grown Limited (the “Corporation”) is hereby giving you notice that a Liquidity Event is
proposed to occur on or about [Insert Closing Date of proposed Liquidity Event]. [Inset Summary of terms
of proposed Liquidity Event]

In accordance with the terms the Indenture, you have the right to elect to have your Initial Debenture
redeemed or the outstanding principal converted into common shares of the Corporation (“Common
Shares”). Ifyou elect to have your Debenture redeemed, the principal amount of your Debenture and all
accrued but unpaid interest will be paid to you on the completion of the proposed Liquidity Event. If you
elect to have the principal of your Debenture converted into Common Shares, the principal of your
Debenture will be converted into Common Shares at a conversion price of $e per Common Share on the
completion of the Proposed Liquidity Event and you will receive all accrued but unpaid interest. Fractional
Common Shares will not be issued.

In order to elect to elect to have your Debenture redeemed or the principal of your Debenture converted
into Common Shares, you must complete and execute the Appendix to this Liquidity Event Notice and
deliver it to the Corporation at the address provided in the Appendix no later than 5:00 p.m. (Eastern
Time) on [Insert 5" day before the date of proposed Liquidity Event] (the “Election Deadline”). If you do
not deliver the signed Appendix to this Liquidity Event Notice by the Hection Deadline, the principal of your
Debenture willautomatically be converted into Common Shares on the completion of the proposed Liguidity
Event at a conversion price of $e.

If the proposed Liquidity eventis not completed within 45 days of the date of this Liquidity Event
Notice, this notice shall be null and void

Dated: o

MUSKOKA GROWN LIMITED

Per: “David Grand”, Chief Executive Officer

B-1
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APPENDIX TO LIQUIDITY EVENT NOTICE
ELECTION FORM

TO: MUSKOKA GROWN LIMITED.
RE: 8% 3-year Second Lien Secured Convertible Debentures (the “Debentures”)
Note: All capitalized terms used herein have the meaning ascribed thereto in the Indenture

mentioned below, unless otherwise indicated.

The undersigned registered holder of Debentures irrevocably elects upon the occurrence of the
completion of the Liquidity Event referred to in the Liquidity Event Notice dated e:

a to have the undersigned’s Debenture redeemed upon the completion of such Liquidity
Event; OR
a to hawve the principal of the undersigned’s Debenture converted into common shares of

the Corporation at a conversion price of $e per common share upon the completion of
such Liquidity Event

Please sendthis completed Election Form to the Corporation by not later than 5:00 p.m. (Eastern
Time) on [Insert 5" day before completion of Liquidity Event] at the address below (the “election
Deadline”). If the Corporation does not receive your completed Election Form by the Election
Deadline, the principal of your Debentures will automatically be converted into common shares of
the Corporation>

Please send your completed Election Form to:

[ J
Facsimile No: e

Attention: e

Date:

(Signature of Registered holder)

(Print name in which Common Shares are to be issued,
delivered and registered)

Name

(Address)

(City, Province and Postal Code)

SECURED CONVERTIBLE DEBENTURE INDENT URE



317

SCHEDULE C - FORM OF NOTICE OF CONVERSION
CONVERSION NOTICE
TO: MUSKOKA GROWN LIMITED.

Note: All capitalized terms used herein have the meaning ascribed thereto in the Indenture
mentioned below, unless otherwise indicated.

The undersigned registered holder of Initial Debentures irrevocably elects to convert such Debentures (or
$[®] principal amount thereof) in accordance with the terms of the Indenture and such Debentures and
tenders herewith the Debentures, and, if applicable, directs that the Common Shares of MUSKOKA
GROWN LIMITED issuable upon a conversion be issued and delivered to the person indicated below. (If
Common Shares are to be issued in the name of a person other than the holder, all requisite transfer
taxes must be tendered by the undersigned).

The undersigned hereby acknowledges that the undersigned is aware that the Common Shares received
on conversion may be subject to restrictions on resale under applicable securities legislation.

Date:

(Signature of Registered holder)

*If less than the full principal amount of the Debentures, indicate inthe space providedthe principalamount (which mustbe $100 or
integral multiples thereof.

(Print name in which Common Shares are to be issued,
delivered and registered)

Name

(Address)

(City, Province and Postal Code)



318

SCHEDULE D - COMMON SHARE LEGENDS

A Legend for all Certificates while the Corporationisnot a reporting issuer asthattermis
used in Canadian securities laws

UNLESS OTHERWISE PERMITTED BY SECURITIES LEGISLATION, THE HOLDER OF THIS
SECURITY MUST TRADE THIS SECURITY BEFORE THE DATE THAT IS FOUR MONTHS AND
ONE DAY AFTER THE LATER OF (i) [INSERT DATE OF ISSUE OF DEBENTURE[ AND (ii) THE
DATE THE ISSUER BECOME A REPORTING ISSUER IN ANY PROVINCE OR TERRITORY.

B Legend for all Certificatesif the Corporation is a Reporting Issuer and Less that Four
Months Have Elapsed since the Date the Relevant Debenture was Issued
UNLESS OTHERWISE PERMITTED MY SECURITIES LEGISLATION, THE HOLDER OF THIS

SECURITY MUST TRADE THIS SECRITY BEFORE [INSERT DATE THAT IS FOUR MONTHS AND
ONE DAY AFTER THE ISSUE DATE OF THE DEBENTURE.

SECURED CONVERTIBLE DEBENTURE INDENTURE
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This is Exhibit “S” referred to in the
affidavit of ___ David Ascott —
sworn before me, this Sth— __—

day of _May, 2020 ,1//

A COMMISS/ON?:R FOR TAKING AFFIDAVITS
Didden Nelynee
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DEBENTURE

CAD$3,040,100.00 Due: March 1, 2023

THIS DEBENTURE is issued effective as of the 1st day of March, 2020 by the
corporation set out on Schedule “B” attached hereto (the “Chargor”), whose principal office or
place of business is set out on Schedule “B” across from its name, to each of the registered
debentureholders under the Indenture and each of their respective successors and assigns from
time to time (collectively, the “Holder”).

FOR VALUABLE CONSIDERATION and the sum of $10.00 paid by the
Holder to the Chargor (the receipt and sufficiency of which are hereby acknowledged), the
Chargor covenants, acknowledges, represents and warrants to and in favour of the Holder as
follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

Each word and phrase defined or given an extended meaning in Schedule “A” is
used in this Debenture with the respective defined or extended meaning assigned to it in
Schedule “A”. Words and phrases defined in the PPSA and used without initial capitals in this
Debenture (including in Schedule “A”) have the respective defined meanings assigned to them in
the PPSA, unless the context otherwise requires. Capitalized terms used herein and not
otherwise defined shall have the meanings ascribed to them in the Indenture.

1.2 Statutes

Each reference in this Debenture to any code, statute, regulation, official
interpretation, directive or other legislative enactment of any Canadian or foreign jurisdiction
(including any political subdivision of any thereof) at any time shall be construed so as to include
such code, statute, regulation, official interpretation, directive or enactment and each change
thereto made at or before that time.

1.3 Agreements

Each reference in this Debenture to any agreement (including this Debenture and
any other term defined in Schedule “A” that is an agreement), document or instrument at any
time shall be construed so as to include such agreement (including any attached schedules,
appendices and exhibits, future amendments and/or restatements), document or instrument and
each change thereto at or before that time.
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1.4 Headings

The division of this Debenture into articles and sections and the insertion of
headings are for convenience of reference only and shall not affect the construction or
interpretation of this Debenture. The article and section headings in this Debenture are included
solely for convenience, are not intended to be full or accurate descriptions of the article or
section to which they pertain and shall not be considered part of this Debenture.

15 Number and Gender

In this Debenture, words (including defined terms) in the singular include the
plural and vice-versa (the necessary changes being made to fit the context) and words in one
gender include all genders.

1.6 Severable

Wherever possible, each provision of this Debenture shall be interpreted in such a
manner as to be effective and valid under Applicable Law, but if any provision of this Debenture
or any party thereof shall be prohibited by or invalid under Applicable Law, such provision or
part thereof shall be ineffective to the extent of such prohibition or invalidity, without
invalidating the remainder of such provision or part thereof or the remaining provisions of this
Debenture.

ARTICLE 2
PROMISE TO PAY

2.1 The Chargor hereby acknowledges itself indebted and promises to pay to or to
the order of the Holder, on the Maturity Date in accordance with the terms of the Indenture and
hereof, or on such earlier date as the principal monies hereby secured may become payable in
accordance with the terms of the Indenture, the Secured Obligations limited to the principal sum
of THREE MILLION FORTY THOUSAND AND ONE HUNDRED DOLLARS
($3,040,100.00) in lawful currency of Canada and all other amounts now or hereafter payable
hereunder as and when they become due and payable (the “Principal Sum”) at the office of the
Holder described at the commencement of this Debenture, or at such other place as the Holder
may designate at any time and from time to time by notice to the Chargor, and shall pay interest
thereon from the date hereof at the rate set out in the Indenture, or, if there is no set rate in the
Indenture, at twenty-five per cent (25%) per annum calculated yearly not in advance both before
and after maturity, default or judgment together with interest on overdue interest at the same
rate.

ARTICLE 3
SECURITY

3.1 Security Interest

As general and continuing collateral security, without novation, for the due
payment and performance of the Secured Obligations, and subject to the Permitted Liens and
exceptions in Section 3.6 and Section 3.7, the Chargor hereby:
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grants, creates a security interest in, assigns, pledges, conveys, hypothecates,
mortgages and charges as and by way of a fixed and specific mortgage and charge
to and in favour of the Holder:

(i

(i)

(i)

(iv)

v)

(Vi)

its estate and interest in the Lands together with all buildings, erections
and fixtures now or hereafter constructed, erected or installed thereon;

any and all existing or future leases or subleases relating to the whole or
any part or parts of the Lands and all existing or future licenses or
concessions whereby any person, is given the right by the Chargor (other
than an easement or a right in the nature of an easement) to use or occupy
the whole or any part or parts of the Lands and all extensions,
amendments, renewals or substitutions thereof or therefor which may
hereafter be effected or entered into, and all benefits, powers and
advantages of the Chargor to be derived therefrom and all covenants,
obligations and agreements of the tenants or subtenants thereunder;

all rents and other moneys now due and payable or hereafter to become
due and payable under any and all leases relating to the whole or any part
or parts of the Lands, and each guarantee of or indemnity in respect of the
obligations of the tenants thereunder with full power to demand, sue for
recovery, receive and give receipts for all such rents and other moneys and
otherwise to enforce the rights of the Chargor thereto in the name of the
Chargor;

any and all existing or future agreements, contracts, licences, permits,
plans and specifications, bonds, letters of credit, letters of guarantee or
other documents or instruments affecting or relating to the Lands or any
part or parts thereof and all extensions, amendments, renewals or
substitutions thereof or therefore which may hereafter be effected or
entered into and all benefit, power and advantage of the Chargor to be
derived therefrom;

any and all existing or future agreements of purchase and sale, options to
purchase in favour of the Chargor and mortgages in favour of the Chargor,
affecting or relating to the Lands or any part or parts thereof and all
proceeds and other moneys now due and payable or hereafter to become
due and payable thereunder and all benefit, power and advantage of the
Chargor to be derived therefrom;

any and all existing or future insurance policies pertaining to the Lands or
any part or parts thereof and the proceeds therefrom and all proceeds of
expropriation or similar taking of the Lands or any part or parts thereof
and all benefit, power and advantage of the Chargor to be derived
therefrom;
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all Rights to the property referred to in clauses (i) through (vi) inclusive
above and related benefits, easements, franchises, immunities, licenses,
privileges, rights-of-way, undersurface rights, servitudes, and other
interests appertaining thereto or connected therewith; and

all Proceeds and Replacements of or to property referred to in clauses (i)
through (vii) inclusive above, including all Rights thereto;

assigns, pledges, conveys, hypothecates, mortgages, charges and grants a security
interest in the business, undertaking and goodwill of the Chargor and all present
and after acquired personal property of the Chargor including, without limitation,
all personal property, tangible and intangible, of whatever nature and kind in
which the Chargor now or hereafter has Rights, including, without limitation, the
following property to and in favour of the Holder:

(i)
(i)
(iii)
(iv)
(V)
(vi)
(vii)
(viii)
(ix)
()
(xi)
(xii)

(xii)

Accounts;

Chattel Paper;
Documents of Title;
Equipment;
Instruments;
Intangibles;
Intellectual Property;
Inventory;

Money;

Records;
Securities;

all Rights of the Chargor to the property referred to in clauses (i) to (xi)
inclusive above; and

all Proceeds and Replacements of or to property referred to in clauses (i)
to (xii) inclusive above, including all Rights thereto;

and for better securing to the Holder the repayment as set out herein of the
Secured Obligations, interest thereon and all other amounts hereby secured, the
Chargor hereby mortgages to the Holder all its estate and interest in the Lands and
other Charged Property.
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3.2 Habendum

The Holder shall have and hold the Charged Property for its benefit but subject to
the provisions of this Debenture.

3.3 Attachment

The Chargor acknowledges that value has been given, that the Chargor and the
Holder have not agreed to postpone the time for attachment of the Security and that the Security
is intended to attach, as to all of the Charged Property in which the Chargor now has Rights,
when the Chargor executes this Debenture, and, as to all Charged Property in which the Chargor
only has Rights after the execution of this Debenture, when the Chargor first has such Rights.
For certainty, the Chargor confirms and agrees that the Security is intended to attach to all
present and future Charged Property of the Chargor and its successors.

3.4 Proceeds Held in Trust

At any time during the continuance of a Default, the Chargor shall receive and
hold all Proceeds in trust, separate and apart from other monies, instruments or property, and
shall forthwith endorse as necessary and pay over or deliver them to the Holder to be held by the
Holder in accordance with the terms and conditions of this Debenture.

3.5 Account Debtor

At any time during the continuance of a Default, the Holder may require any
account debtor of the Chargor to make payment directly to the Holder and the Holder may hold
all amounts acquired from any such account debtor or debtors and any Proceeds as part of the
Charged Property in accordance with the terms and conditions of this Debenture.

3.6 Leases

@) The last day of the term of any lease, oral or written, or any agreement therefor
(including without limitation the leases referred to in Section 3.1(a)(ii)), now held
or hereafter acquired by the Chargor shall be excepted from the Security and shall
not form part of the Charged Property but the Chargor shall stand possessed of
such last day remaining and shall hold it in trust to assign and dispose of the same
as the Holder directs. If any such lease or agreement therefor contains a provision
which provides in effect that such lease or agreement may not be assigned, sub-
leased, charged or made the subject of any Security Interest without the consent of
the lessor, the application of the Security to any such lease or agreement shall be
conditional upon such consent being obtained. The Chargor shall forthwith use
commercially reasonable efforts to obtain, as soon as reasonably practicable, such
consent.

(b) Upon any sale by the Holder or any Receiver of any leasehold interest pursuant to
this Debenture, the Holder or any Receiver, for the purpose of vesting the one day
residue of the term or renewal thereof in any purchaser or purchasers, shall be
entitled by deed or writing to appoint such purchaser or purchasers or any other
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Person or Persons as new trustee or trustees of the aforesaid residue of any such
term or renewal thereof in the place and stead of the Chargor and to vest the same
accordingly in the new trustee or trustees so appointed free from any obligation
respecting the same.

Excluded Property and Excluded Rights

To the extent the grant of Security by the Chargor in any real property or related
personal property comprised in the Charged Property is prohibited by, or requires
a consent which has not been obtained under, a Mortgage Lien, and as a result
thereof such grant of Security would constitute a default under such Mortgage
Lien resulting in the acceleration, or which would permit the holder thereof to
accelerate, the obligations secured thereby, or exercise any remedies thereunder,
then such property (the “Excluded Property”) shall not be subject to the Security
(save to the extent provided below) unless and until such waiver, consent or other
approval as may be required to permit such grant of Security has been obtained.
To the extent permitted by the terms of such Mortgage Lien, the Chargor will
hold in trust for the Holder, and provide the Holder with the benefits of, all its
rights and interests in the Excluded Property and the Security shall nonetheless
immediately attach to all Proceeds and Replacements of the Excluded Property if
and to the extent such attachment would not constitute a default under such
Mortgage Lien. Provided that, for greater certainty, Excluded Property shall not
include any interest in any of the Lands or any personal property of the Chargor
located at, used in connection with, arising from or otherwise relating to any of
the Lands.

To the extent the grant of Security by the Chargor in any agreement, Right or
License comprised in the Charged Property is prohibited by, or requires a consent
which has not been obtained under, the agreement, Right or License, and as a
result thereof such grant of Security would constitute a default under such
agreement, Right or License resulting in the acceleration, or which would permit
the other party thereto to accelerate, the obligations of the Chargor thereunder, or
to terminate such agreement, Right or License, then that agreement, Right or
License (the “Excluded Rights”) shall not be subject to the Security (save to the
extent provided below) unless and until such waiver, consent or other approval as
may be required to permit such grant of Security has been obtained. To the extent
permitted by the terms of the Excluded Rights, the Chargor will hold in trust for
the Holder, and provide the Holder with the benefits of, all its rights and interests
in and with respect to the Excluded Rights and the Security shall nonetheless
immediately attach to all Proceeds and Replacements of the Excluded Rights if
and to the extent such attachment would not constitute a default under the
Excluded Rights.

The Chargor shall forthwith use commercially reasonable efforts to obtain, as
soon as reasonably practicable, all waivers, consents and approvals of the nature
referred to in Section 3.7(a) and Section 3.7(b) above.
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3.8 Consumer Goods

The Charged Property shall not include any goods used or acquired for use by the
Chargor as consumer goods as such term is defined in the PPSA.

3.9 After-Acquired Property

The Chargor covenants and agrees that all Replacements acquired by the Chargor
after the date hereof (all such property, improvements, extensions and additions being hereinafter
referred to as "After-Acquired Property™) shall, upon the acquisition thereof by the Chargor
without any further conveyance, mortgage, pledge, charge, assignment, grant of a security
interest or act on the part of the Chargor or the Holder, become and be subject to the Security as
fully and completely as though now owned by the Chargor and specifically described or referred
to herein.

ARTICLE 4
DEFAULT

4.1 Default

Whenever any Default referred to in Section 4.2 occurs, the Security shall become
immediately enforceable upon the Holder giving written notice to such effect to the Chargor.

4.2 Events of Default

The occurrence of any event which constitutes an “Event of Default” as defined
in the Indenture shall constitute a “Default” hereunder.

4.3 Waiver

The Holder may waive any Default or any breach by the Chargor of any of the
provisions of this Debenture. No waiver, however, shall be deemed to extend to a subsequent
breach or Default, whether or not the same as or similar to the breach or Default waived, and no
act or omission by the Holder shall extend to, or be taken in any manner whatsoever to affect,
any subsequent breach or Default or the Rights of the Holder arising therefrom. Any such
waiver must be in writing and signed by the Holder to be effective. No failure on the part of the
Holder to exercise, and no delay by the Holder in exercising, any Right under this Debenture
shall operate as a waiver of such Right. No single or partial exercise of any such Right shall
preclude any other or further exercise of such Right or the exercise of any other Right.

ARTICLE 5
REMEDIES ON DEFAULT

5.1 Remedies of Holder

If the Security becomes enforceable in accordance with Article 4, the Holder shall
have the Rights setout in this Article 5.
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5.2 Right to Appoint a Receiver

At any time during the continuance of a Default past any cure periods set out in
the Indenture, the Holder may appoint by instrument in writing one or more Receivers of any
Charged Property. Any such Receiver shall have the Rights set out in this Article 5. In
exercising such Rights, any Receiver shall act as and for all purposes shall be deemed to be the
agent of the Chargor and the Holder shall not be responsible for any act or default of any
Receiver. The Holder may remove any Receiver and appoint another from time to time. An
officer or employee of the Holder may be appointed as a Receiver. No Receiver appointed by
the Holder need be appointed by, nor need its appointment be ratified by, or its actions in any
way supervised by, a court. If two or more Receivers are appointed to act concurrently, they
shall, unless otherwise expressly provided in the instrument appointing them, so act severally
and not jointly and severally. The appointment of any Receiver or anything done by a Receiver
or the removal or termination of any Receiver shall not have the effect of constituting the Holder
a mortgagee in possession in respect of the Charged Property.

5.3 Rights of a Receiver
Any Receiver appointed by the Holder shall have the following Rights:

@) Power of Entry. The Chargor shall forthwith upon demand deliver to a Receiver
possession of any Charged Property at the place specified by the Receiver. Any
Receiver may at any time enter upon any premises owned, leased or otherwise
occupied by the Chargor or where any Charged Property is located to take
possession of, disable or remove any Charged Property, and may use whatever
lawful means the Receiver considers advisable to do so.

(b) Sale. Any Receiver may sell, lease, consign, license, assign or otherwise dispose
of any Charged Property by power of sale, public auction, private tender, private
contract or by any other means permitted by Applicable Law, with or without
notice, advertising or any other formality, subject always to Applicable Law, all
of which are hereby waived by the Chargor to the extent permitted by Applicable
Law. Any Receiver may, at its discretion, establish the terms of such disposition,
including terms and conditions as to credit, upset, reserve bid or price. All
payments made pursuant to such dispositions shall be credited against the Secured
Obligations only as they are actually received. Any Receiver may buy in, rescind
or vary any contract for the disposition of any Charged Property and may dispose
of any Charged Property again without being answerable for any loss occasioned
thereby subject to Applicable Law. Any such disposition may take place whether
or not the Receiver has taken possession of the Charged Property. The exercise
by the Receiver of any power of sale does not preclude the Receiver from further
exercise of its power of sale in accordance with this clause.

(c) Carrying on Business. Any Receiver may carry on, or concur in the carrying on
of, any of the business or undertaking of the Chargor and may, subject to
Applicable Law and the rights of any tenants, to the exclusion of all others,
including the Chargor, enter upon, occupy and use any of the premises, buildings,
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plant and undertaking of or occupied or used by the Chargor and may use any of
the Equipment and Intangibles of the Chargor for such time and such purposes as
the Receiver sees fit. No Receiver shall be liable to the Chargor for any
negligence, other than gross negligence or wilfil misconduct, in so doing or in
respect of any rent, charges, costs, depreciation or damages in connection with
any such action.

Discharge of Security Interest. Any Receiver may pay any liability secured by
any actual or threatened Security Interest against any Charged Property. A
Receiver may borrow money for the maintenance, preservation or protection of
any Charged Property or for carrying on any of the business or undertaking of the
Chargor and may grant Security Interests in any Charged Property in priority to
the Security as security for the money so borrowed. The Chargor will forthwith
on demand reimburse the Receiver for all such payments and borrowings,
together with interest thereon as provided for in Section 6.18.

Dealing with Charged Property. Any Receiver may seize, collect, realize,
dispose of, enforce, release to third parties or otherwise deal with any Charged
Property in such manner, upon such terms and conditions and at such time as it
deems advisable without notice to the Chargor (except as otherwise required by
Applicable Law), and may charge on its own behalf and pay to others its
reasonable costs and expenses (including legal, Receiver’s and accounting fees
and expenses on a full indemnity basis) incurred in connection with such actions.
The Chargor will forthwith upon demand reimburse the Receiver for all such
Costs or expenses.

Retain Services. Any Receiver may retain the services of such real estate brokers
and agents, lawyers, accountants, appraisers and other consultants as the Receiver
may deem reasonably necessary or desirable in connection with anything done or
to be done by the Receiver or with any of the Rights of the Receiver set out herein
and pay their reasonable commissions, fees and disbursements (which payment
shall constitute part of the Receiver’s disbursements reimbursable by the Chargor
hereunder). The Chargor shall forthwith on demand reimburse the Receiver for
all such payments.

Right to have Court Appoint a Receiver

The Holder may, at any time, apply to a court of competent jurisdiction for the

appointment of a Receiver, or other official, who may have powers the same as, greater or lesser
than, or otherwise different from, those capable of being granted to a Receiver appointed by the
Holder pursuant to this Debenture.

5.5

Holder may exercise Rights ofaReceiver

In lieu of, or in addition to, exercising its Rights under Section 5.3 and Section

5.4, the Holder has, and may exercise, any of the Rights which are capable of being granted to a
Receiver appointed by the Holder pursuant to this Debenture.
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5.6 Retention of Charged Property

If the Security becomes enforceable, the Holder may elect to retain any Charged
Property in satisfaction of the Secured Obligations. The Holder may designate any part of the
Secured Obligations to be satisfied by the retention of particular Charged Property which the
Holder considers to have a net realizable value approximating the amount of the designated part
of the Secured Obligations, in which case only the designated part of the Secured Obligations
shall be deemed to be satisfied by the retention of the particular Charged Property.

5.7 Limitation of Liability

Except for gross negligence, neither the Holder nor any Receiver shall be liable or
accountable for any failure of the Holder or any Receiver to seize, collect, realize, dispose of,
enforce or otherwise deal with any Charged Property nor shall any of them be bound to institute
Litigation for any such purposes or for the purpose of preserving any Rights of the Holder, the
Chargor or any other Person in respect of any Charged Property. Neither the Holder nor any
Receiver shall be liable or responsible for any loss and expense which may accrue in
consequence of any such failure resulting from any negligence of the Holder, any Receiver or
any of their respective Representatives or otherwise, except to the extent determined by a final
judgment to have been directly caused by the gross negligence or wilful misconduct of any
Receiver, the Holder or their respective Representatives. If any Receiver or the Holder takes
possession of any Charged Property, neither the Holder nor any Receiver shall have any liability
as a mortgagee in possession or be accountable for anything except actual receipts.

5.8 Extensions of Time

The Holder and any Receiver may grant renewals, extensions of time and other
indulgences, take and give up Security Interests, accept compositions, grant releases and
discharges, perfect or fail to perfect any Security Interests, release any Charged Property to third
parties and otherwise deal or fail to deal with the Chargor, debtors of the Chargor, guarantors,
sureties and others and with any Charged Property and other Security Interests as the Holder may
see fit, all, subject to the terms of the Indenture, without prejudice to the liability of the Chargor
to the Holder or the Rights of the Holder and any Receiver under this Debenture.

5.9 Application of Payments against Secured Obligations

Any Recovery received by the Holder in respect of the Secured Obligations from
time to time and any Recovery realized by the Holder on any Charged Property shall be
appropriated and applied by the Holder in accordance with the terms of the Indenture.

5.10 Validity of Sale

No Person dealing with the Holder or any Receiver or with any Representative of
the Holder or any Receiver shall be concerned to inquire whether the Security has become
enforceable, whether any Right of the Holder or any Receiver has become exercisable, whether
any Secured Obligations remain outstanding or otherwise as to the propriety or regularity of any
dealing by the Holder or any Receiver with any Charged Property or to see to the application of
any money paid to the Holder or any Receiver, and in the absence of fraud on the part of such
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Person such dealings shall be deemed, as regards such Person, to be within the Rights hereby
conferred and to be valid and effective accordingly.

511 Holder Not Obliged to Preserve Third Party Interests

To the extent that any Charged Property constitutes an Instrument or Chattel
Paper, neither the Holder nor any Receiver shall be obliged to take any steps to preserve Rights
against prior parties in respect of any such Instrument or Chattel Paper.

5.12 Effect of Appointment of Receiver

As soon as the Holder takes possession of any Charged Property or appoints a
Receiver over any Charged Property, all Rights of each of the Representatives of the Chargor
with respect to that Charged Property shall cease, unless specifically continued by the written
consent of the Holder or the Receiver.

5.13 Rights in Addition

The Rights conferred by this Article 5 are in addition to, and not in substitution
for, any other Rights the Holder may have under this Debenture, the Indenture, at law, in equity
or by or under Applicable Law. The Holder may proceed by way of any action, suit or other
proceeding at law or in equity including (a) the Right to take proceedings in any court of
competent jurisdiction for the sale or foreclosure of the Charged Property and (b) filing proofs of
claim and other documentation to establish the claims of the Holder in any Litigation relating to
the Chargor. No Right of the Holder or any Receiver shall be exclusive of or dependent on any
other. Any such Right may be exercised separately or in combination, and at any time. The
exercise by the Holder or any Receiver of any Right hereunder does not preclude the Holder or
any Receiver from further exercise of such Right in accordance with this Debenture.

ARTICLE 6
GENERAL

6.1 Security in Addition

The Security does not replace or otherwise affect any existing or future Security
Interest held by the Holder. Neither the taking of any Litigation, judicial or extra-judicial action,
nor the refraining from so doing, nor any dealing with any other security for any Secured
Obligations, shall release or affect the Security except in the case of Payment in Full. Neither
the taking of any Litigation, judicial or extra-judicial, pursuant to this Debenture, nor the
refraining from so doing, nor any dealing with any Charged Property shall release or affect any
of the other Security Interests held by the Holder for the payment or performance of the Secured
Obligations.

6.2 Demand

The Holder will not demand payment under, and enforce, this Debenture until
occurrence and the continuance of a Default past any cure periods set out in the Indenture.
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6.3 No Merger

This Debenture shall not operate by way of a merger of the Secured Obligations
or of any guarantee or agreement or other document or Instrument by which the Secured
Obligations now or at any time hereafter may be represented or evidenced. Neither the taking of
any judgment nor the exercise of any power of seizure or disposition shall extinguish the liability
of the Chargor to pay and perform the Secured Obligations nor shall the acceptance of any
payment or alternate security constitute or create any novation. No covenant, representation or
warranty of the Chargor herein shall merge in any judgment.

6.4 Notices

Any notices other than communication which may be or is required to be given or
made pursuant to this Debenture shall be deemed to have been sufficiently and effectively given
in accordance with the terms of the Indenture.

6.5 Time of the Essence

Time is and shall remain of the essence with respect to this Debenture and each of
its provisions.

6.6 Governing Law

This Debenture shall be governed by, and interpreted in accordance with, the laws
in force in the province wherein the Charged Property is located, including the federal laws of
Canada applicable therein (excluding any conflict of laws rule or principle which might refer
such construction to the laws of another jurisdiction).

6.7 Security Effective Immediately

The Security shall take effect forthwith upon the issuance of this Debenture by the
Chargor with respect to Charged Property in which the Chargor has Rights as of the date hereof.

6.8 Invalidity

If any provision of this Debenture is found to be invalid or unenforceable, by a
court of competent jurisdiction from which no further appeal Right lies, that provision shall be
deemed to be severed herefrom and the remaining provisions of this Debenture shall not be
affected thereby but shall remain valid and enforceable.

6.9 Successors and Assigns

This Debenture shall enure to the benefit of the Holder and any Receiver and their
respective successors and permitted assigns and any subsequent holder of this Debenture in
accordance with the Indenture and shall be binding on the Chargor, their legal representatives
(including Receivers) and their respective successors. Each reference to the Chargor in this
Debenture shall be construed so as to include the successors of the Chargor to the extent the
context so admits.
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6.10 Currency

All references in this Debenture to monetary amounts, unless specifically
provided, are to lawful currency of Canada. All sums of money payable under this Debenture
shall be paid in the currency in which such sums are incurred or expressed as due hereunder.

6.11 Amendment

No agreement purporting to change this Debenture shall be binding upon the
Chargor or the Holder unless that agreement is in writing and signed by the Chargor or the
Holder, respectively.

6.12 Receipt of Copy

The Chargor acknowledges receipt of a copy of this Debenture and copies of the
verification statements pertaining to the financing statements filed under the PPSA and under the
personal property security statutes of other provinces by the Holder in respect of this Debenture.

6.13 Information

Subject to the confidentiality provisions of the Indenture at any time the Holder
may provide to any Person that claims an interest in Charged Property copies of this Debenture
or information about it or about the Charged Property or the Secured Obligations.

6.14 Collateral Security

This Debenture has been issued and delivered by the Chargor to the Holder, and is
held by the Holder, as continuing collateral security for the Payment in Full of the Secured
Obligations and this Debenture shall not be deemed to have been discharged or redeemed or the
amounts payable hereunder to have been satisfied or reduced by reason of the account of the
Chargor or Borrower having ceased to be in debit at any time while this Debenture remained so
held.

6.15 Further Assurances

The Chargor shall at all times do, execute, acknowledge and deliver or cause to be
done, executed, acknowledged or delivered all such further acts, deeds, transfers, mortgages,
pledges and charges, security agreements, assignments, agreements, debentures and assurances
as the Holder may reasonably require in order to give effect to the provisions of this Debenture
and for the better securing or perfecting of the Security and the priority accorded to the Security
intended under this Debenture.

6.16 Reimbursements as Secured Obligations
All amounts for which the Chargor is required hereunder to reimburse the Holder

or any Receiver shall, from the date of disbursement until the date the Holder or such Receiver
receives reimbursement, be deemed advanced to the Chargor by the Holder or such Receiver, as
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the case may be, on the faith and security of this Debenture shall be deemed to be Secured
Obligations secured by the Security.
6.17 Discharge of Security

The Holder shall promptly deliver a discharge of this Debenture on the
satisfaction of all Secured Obligations.

6.18 Paramountcy

In the event of any conflict between the terms of this Debenture and the terms of
the Indenture, the terms of the Indenture shall prevail to the extent of such conflict.

6.19 Counterparts and Electronic Execution

This Debenture may be executed and delivered in any number of counterparts,
each of which when executed and delivered is an original but all of which taken together
constitute one and the same instrument. This Debenture or counterparts hereof may be executed
by fax or email PDF, and the parties shall adopt any signatures provided or received by fax or
email PDF as original signatures of the applicable party or parties.

[Remainder of Page Intentionally Left Blank]
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SCHEDULE “A”
DEFINITIONS

Unless the context otherwise requires, in this Debenture the following terms are used with their
corresponding defined meanings:

“Accounts” means all accounts, and (where the context so admits) any item or part
thereof, including Rights to receive royalties or license fees, which are now owned by or
are due, owing or accruing due to a Chargor or which may hereafter be owned by or
become due, owing or accruing due to a Chargor or in which a Chargor now or hereafter
has any other Rights, including all debts, claims and demands of any kind whatever,
claims against the Crown and claims under insurance policies.

“Applicable Law” means (a) any statute, law, treaty, code, ordinance, rule, regulation,
restriction or by-law (zoning or otherwise), (b) any judgment, order, writ, injunction,
decision, ruling, decree or award, (c) any regulatory policy, practice, guideline or
directive, or (d) any franchise, licence, qualification, authorization, consent, exemption,
waiver, right, permit or other approval of any Governmental Authority, binding on or
affecting the Person referred to in the context in which the term is used or binding on or
affecting the property of such Person, in each case whether or not having the force of law.

“Award” means any judgment, decree, injunction, rule, award or order of any
Governmental Authority, arbitrator or other decision-making authority of competent
jurisdiction.

“Charged Property” means the Lands and all personal property made subject to
security interests created under Section 3.1, wherever located, now or hereafter owned by
the Chargor or in or to which the Chargor now or hereafter have Rights, including all
such Rights, and (as the context so admits) any item or part thereof.

“Chattel Paper” means all chattel paper in which the Chargor now or hereafter has
Rights, and (as the context so admits) any item or part thereof.

“Indenture” means the secured convertible debenture indenture dated effective as of
March 1, 2020 between the Chargor as borrower and the holders party thereto, as may be
amended, restated, supplemented, replaced, superseded or otherwise modified from time
to time.

“Debenture” means this debenture.  The terms “this Debenture”, “hereof”,
“hereunder” and similar expressions refer to this Debenture and not to any particular
Avrticle, Section, Subsection, paragraph, clause or other portion of this Debenture. Each
reference to a “Schedule” in this Debenture is a reference to a Schedule attached to this
Debenture which shall form an integral part hereof.

“Default” has the meaning ascribed thereto in Section 4.2.
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“Documents of Title” means all documents of title, whether negotiable or non-
negotiable, including all warehouse receipts and bills of lading, in which the Chargor
now or hereafter has Rights, and (as the context so admits) any item or part thereof.

“Equipment” means all goods in which the Chargor now or hereafter has Rights, other
than Inventory or consumer goods, and (as the context so admits) any item or part
thereof, including all tools, apparatus, plant, furniture, fixtures, equipment, machinery,
vehicles.

“Governmental Authority” means the government of Canada and any agency, authority,
instrumentality, regulatory body, court, central bank or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative powers or functions of or
pertaining to government.

“Holder” is used with the defined meaning given to it in the introduction to this
Debenture.

“Instruments” means all letters of credit, advices of credit and all other instruments in
which the Chargor now or hereafter has Rights, and (as the context so admits) any item or
part thereof.

“Intangibles” means all intangibles, all IP Licenses and (as the context so admits) any
item or part thereof, including all of the Chargor's choses in action, contractual Rights,
goodwill and Intellectual Property.

“Intellectual Property” means all trade secrets, confidential information and know-how,
Software, patents, trade marks, patent or trade mark rights, registrations and applications,
designs, logos, indicia, trade names, corporate names, company names, business names,
trade styles, business identifiers, fictitious business names or characters, copyrights and
copyright registrations and applications, goodwill, letters patent and other industrial or
intellectual property of whatever kind in which the Chargor now or hereafter has Rights.

“Inventory” means all inventory of whatever kind in which the Chargor now or hereafter
has Rights, and (as the context so admits) any item or part thereof, including all goods,
wares, merchandise, materials, supplies, raw materials, goods in process, finished goods
and other tangible personal property, including all goods, wares, materials and
merchandise used or procured for packing or storing thereof, now or hereafter held for
sale, lease, resale or exchange or that are to be furnished or have been furnished under a
contract of service or that are used or consumed in the business of the Chargor.

“IP License” means any license agreement pursuant to which the Chargor is granted a
Right to use Intellectual Property or the Chargor grants a Right to use Intellectual
Property.

“Lands” means the lands and premises described in Schedule “C”.

“Leased Premises” means the premises leased by the Chargor as tenant, as more
particularly described in Schedule “D”.
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“License” means (i)any authorization from any Governmental Authority having
jurisdiction with respect to the Chargor, (ii) any authorization from any Person granting
any license with respect to any real or immovable property and (iii) any IP License.

“Litigation” means any grievance, investigation, litigation, legal action, lawsuit,
mediation, alternative dispute resolution proceeding or other proceeding (whether civil,
administrative, quasi-criminal or criminal) by or before any Governmental Authority,
arbitrator or other decision-making authority.

"Maturity Date" means March 1, 2023.

“Money” means all money in which the Chargor now or hereafter has Rights, and (as the
context so admits) any item or part thereof.

“Mortgage Lien” means any mortgage, charge, hypothec or other Lien (including in
respect of upfinancings) granted on real property of the Chargor and any personal
property primarily relating to such real property to secure monies borrowed or advanced
on the security of such real property.

“Order” means any order, directive, direction or request of any Governmental
Authority, arbitrator or other decision-making authority of competent jurisdiction.

“Payment in Full” in relation to any Secured Obligations owing to the Holder means
permanent, indefeasible and irrevocable payment to the Holder in full of all Secured
Obligations, without regard to any compromise, reduction or disallowance of all or any
item or part thereof by virtue of the application of any bankruptcy, insolvency or other
similar such laws, any law affecting creditors’ rights generally or general principles of
equity and the cancellation or expiry of all commitments by the Holder to lend or
otherwise extend credit pursuant to or under the terms of the Indenture and “Paid in
Full” and “Pay in Full” shall (to the extent the context so admits) be construed in like
manner.

"Permitted Liens" means

(1) any: (A) lien, charge, mortgage, pledge, security interest or conditional sale
agreement; (B) assignment, lease, consignment, trust or deemed trust that secures
payment or performance of an obligation; (C) garnishment; (D) other
encumbrance of any kind; and (E) any commitment or agreement to enter into or
grant any of the foregoing (each individually, a "Lien™), in respect of any
property or assets of the Chargor created by or arising pursuant to any applicable
legislation in favour of any Person (such as but not limited to a governmental
authority), including, without limitation, a Lien for the purpose of securing the
Chargor’s obligation to deduct and remit employee source deductions and goods
and services tax pursuant to the Income Tax Act (Canada), the Excise Tax Act
(Canada), the Canada Pension Plan (Canada), the Employment Insurance Act
(Canada) and any legislation in any jurisdiction similar to or enacted in
replacement of the foregoing from time to time (each individually a "Statutory
Lien") in respect of any amount which is not at the time due;
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Statutory Liens in respect of any amount which may be due but the validity of
which is being contested in good faith;

in respect of the Lands: (A) registered agreements (or unregistered agreements
that are required in connection with the Lands) with any municipal, provincial or
federal governments or authorities and any public utilities or private suppliers of
services, including (without limitation) site plan agreements, subdivision
agreements, development agreements, engineering, grading or landscaping
agreements and similar agreements which do not and will not in the aggregate
materially and adversely affect the value or use of the Lands; (B) registered
easements for the supply of utilities or telephone services to the Lands and for
drainage, storm or sanitary sewers, public utility lines, telephone lines, cable
television lines or other services and all licences, easements, rights-of-way, rights
in the nature of easements and agreements with respect thereto not registered on
title to the Lands, including without limitation, agreements, easements, licences,
rights-of-way and interests in the nature of easements for sidewalks, public ways,
sewers, drains, utilities, gas, steam and water mains or electric light and power, or
telephone telegraphic conduits, poles, wires and cables which do not and will not
in the aggregate materially and adversely affect the value or use of the Lands; (C)
registered easements or rights-of-way for the passage, ingress and egress of
persons and vehicles over parts of the Lands; (D) any registered or unregistered
easement, rights-of-way, agreements or other unregistered interest or claims not
disclosed by registered title which do not and will not in the aggregate materially
and adversely affect the value or use of the Lands; (E) zoning, land use and
building restrictions, bylaws, regulations and ordinances of federal, provincial,
municipal or other governmental bodies or regulatory authorities, including
municipal by-laws and regulations and airport zoning regulations; (F) obligations
with respect to any permit required in connection with the construction and use of
the Lands; (G) any minor defects in title which do not and will not in the
aggregate materially and adversely affect the value or use of the Lands;

the reservations, limitations, provisos, conditions, restrictions and exceptions
(including royalties, reservation of mines, mineral rights, access to navigable
waters and similar rights) expressed in the letters patent or grant from the Crown,
as varied by statute, of the Lands of which the Lands form a part and any statutory
limitations, exceptions, reservations and qualifications, provided same have been
complied with in all material respects;

security given to a public utility or any governmental authority to secure
obligations incurred to such utility, municipality, government or other authority in
the ordinary course of business and not at the time overdue;

any inchoate Lien (statutory or otherwise) arising in connection with the
construction or improvement of the Lands or arising out of the furnishing of
materials or supplies therefor, provided that such Lien secures moneys not at the
time overdue (or if overdue, the validity of which is being contested in good
faith);
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(vi) any present and future leases, offers to lease, subleases, concessions, licences or
other contracts or agreements by which the use, enjoyment or occupancy of the
Lands or any portion thereof;

(viii) all Liens registered against title to the Lands in priority to this Debenture; and
(ix)  any other Liens consented to in writing by the Holder.

“Person” means any individual, corporation, partnership, joint venture, limited liability
company, estate, trust, unincorporated association, any federal, state, county or municipal
government or any bureau, department or agency thereof and any fiduciary acting in such
capacity on behalf of any of the foregoing.

“PPSA” means the Personal Property Security Act of the Province of Ontario.

“Proceeds” means all proceeds and real or personal property in any form derived directly
or indirectly from any disposal of or other dealing with any Charged Property, or that
indemnifies or compensates for such Charged Property stolen, lost, destroyed or
damaged, and proceeds of Proceeds whether or not of the same type, class or kind as the
original Proceeds, and (as the context so admits) any item or part thereof.

“Receiver” means any receiver for the Charged Property or any of the business,
undertakings, property and assets of the Chargor appointed by the Holder pursuant to this
Debenture or by a court on application by the Holder and shall be construed to include a
privately appointed or court appointed receiver or receiver and manager, interim receiver,
liquidator, trustee-in-bankruptcy, administrator, administrative receiver and any other like
or similar official.

“Records” means all books, accounts, invoices, letters, papers, security certificates,
documents and other records in any form evidencing or relating in any way to any item or
part of the Charged Property and all agreements, Licenses and other Rights and benefits
in respect thereof, and (as the context so admits) any item or part thereof.

“Recovery” means any monies received or recovered by the Holder pursuant to this
Debenture on account of the Secured Obligations, whether pursuant to any enforcement
of the Security, any Litigation, any settlement thereof or otherwise.

“Replacements” means all increases, additions and accessions to, and all substitutions
for and replacements of, any item or part of the Charged Property, and any item or part
thereof.

“Representative” of any Person means any director, officer, employee, agent, legal
counsel, accountant, financial advisor, expert, manager, consultant or other representative
appointed, engaged or employed by such Person.

“Rights” shall be construed as rights, titles, benefits, interests, powers, authorities,
discretions, privileges, immunities and remedies (actual or contingent, direct or indirect,
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matured or unmatured, now existing or arising hereafter), whether arising by agreement
or statute, at law, in equity or otherwise, and “Right” shall be construed in like manner.

“Secured Obligations” means any and all obligations, indebtedness and liability of the
Chargor to the Holder and the debentureholders under the Indenture, or any of them, and
their respective successors and assigns from time to time, (including interest thereon and
all fees, costs and expenses) present or future, direct or indirect, absolute or contingent,
matured or not, extended or renewed, and any ultimate unpaid balance thereof and
whether the same is from time to time reduced and thereafter increased or entirely
extinguished and thereafter incurred again, and whether the Chargor be bound alone or
with another or others and whether as principal or surety, howsoever arising or incurred
under or in connection with or by virtue of this Debenture, the Indenture or any other
security documents delivered by the Chargor to the Holder, including without limitation,
the Obligations (as defined in the Indenture).

“Securities” means all shares, stock, warrants, bonds, debentures, debenture stock, bills,
notes and other securities in which the Chargor now or hereafter has Rights, and (as the
context so admits) any item or part thereof.

“Security” means any and all Security Interests granted by the Chargor to the Holder in
this Debenture.

“Security Interest” means any mortgage, charge, lien, hypothec or encumbrance,
whether fixed or floating on, or any security interest in, any property, whether real,
personal or mixed, tangible or intangible, any pledge or hypothecation of any property,
any deposit arrangement, priority agreement, conditional sale agreement, other title
retention agreement or equipment trust, any capital lease or similar arrangement or other
security arrangement of any kind.

“Set-off” means any Right or Obligation of set-off, compensation, offset, combination of
accounts, netting, retention, withholding, reduction, deduction or any similar Right or
Obligation, or (as the context requires) any exercise of any such Right or performance of
such Obligation.

“Software” means all computer programs and databases owned by or licensed to the
Chargor in whatever form and on whatever medium those programs or databases might
be expressed, fixed, embodied or stored from time to time, including the object code and
source code versions thereof and all corrections, updates, enhancements, translations,
modifications, derivations and new versions thereof together with both the media upon or
in which such software and databases are expressed, fixed, embodied or stored (such as
disks, diskettes, tapes and semiconductor chips) and all flow charts, manuals,
instructions, documentation and other material relating thereto.
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Chargor

Registered Office

Muskoka Grown Limited

440 Eccelstone Drive, Unit C5, Bracebridge,
Ontario
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SCHEDULE “C”
LANDS
The lands and premises legally described as:
PIN 48053-0801(L.T)

PART LOTS 1 & 2 CONCESSION 13 DRAPER BEING PARTS 2 & 3 ON 35R-25226,TOWN OF
BRACEBRIDGE, THE DISTRICT MUNICIPALITY OF MUSKOKA; SUBIJECT TO AN
EASEMENT OVER PART 3 ON 35R-25226 IN FAVOUR OF PART LOT 2 CONCESSION 12
DRAPER AS IN DM38412, AS IN MT179269; TOGETHER WITH AN EASEMENT OVER PART
4 ON 35R-25226 AS IN MT179270; SUBJECT TO AN EASEMENT OVER PART 3, 35R-25226
IN FAVOUR OF PART LOT 1 CON 12 DRAPER DESIGNATED AS PARTS 1, 2, 3, 35R-25379
AS IN MT192298

PIN 48053-0802(LT)

PART LOTS 1 & 2 CONCESSION 13 DRAPER, BEING PART 1 ON 35R-25226; TOWN OF
BRACEBRIDGE; THE DISTRICT MUNICIPALITY OF MUSKOKA

PIN 48053-0802(LT)

PART LOT 1 CONCESSION 12 DRAPER PARTS 1, 2 & 3 35R25379; SUBJECT TO AN
EASEMENT OVER PART 3 35R25379 IN FAVOUR OF PART LOT 1 CONCESSION 12 AS
IN DM226261, EXCEPT PART 2 35R17003, PARTS 1 TO 5, 8 TO 11 35R21146, PARTS 1
TO 10 35R24393, PARTS 1, 2 & 3 35R25379 AS IN MT185935; TOGETHER WITH AN
EASEMENT OVER PART 3, 35R-25226 AS IN MT192298; TOWN OF BRACEBRIDGE
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SCHEDULE “D”

LEASED PREMISES

Nil.
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This is Exhibit “T” referred to in the
affidavit of David Ascott

sworn before me, this jﬂ/’
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Up to CAD$4,000,000

INTERIM FINANCING TERM

SHEET

May 5, 2020

WHEREAS the Borrower (as defined below) intends to file a notice of intention to
make a proposal under the Bankruptcy and Insolvency Act (Canada) (the “BIA”);

AND WHEREAS the Borrower has requested that the Interim Lender (as defined below)
provide financing in accordance with the terms and conditions set forth herein to fund certain of
the Borrower’s cash requirements during the pendency of the Borrower’s proceedings under the
BIA (such proceedings being referred to as the “NOI Proceedings”);

AND WHEREAS the Borrower will make a motion to the Ontario Superior Court of
Justice (Commercial List) (the “Court”) to, among other things, seek approval of this Interim
Financing Term Sheet;

NOW THEREFORE, the parties, for good and valuable consideration (the receipt and
sufficiency of which are hereby irrevocably acknowledged), agree as follows:

BORROWER

LENDER

DEFINED TERMS

PURPOSE

Muskoka Grown Limited (the “Borrower”)

Arthur Zwingenberger (in his capacity as lender under the
Interim Facility, the “Interim Lender”)

Capitalized terms used in this Interim Financing Term Sheet
have the meanings given thereto in Schedule A.

The Borrower shall use the proceeds of the Interim Facility
solely for the following purposes and in the following order, in
each case during and for the purposes of the Borrower’s pursuit
of the NOI Proceedings:

(a)

(b)

To fund professional fees (including fees of the
Proposal Trustee, the Chief Restructuring Officer and
the legal fees of counsel to the Interim Lender, the
Borrower and the Proposal Trustee). It is agreed to and
acknowledged by the Borrower and the Interim Lender
that those fees and expenses incurred to the date hereof
and those provided for in the Agreed Budget as of the
date hereof are reasonable.

To fund the payment of interest and other amounts
payable under the Interim Facility under this Interim
Financing Term Sheet in accordance with the terms
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hereof.

(©) To finance operating expenses, restructuring costs in
the NOI Proceedings, and for general corporate
purposes of the Borrower, all in accordance with the
Agreed Budget.

(d) To fund such other costs and expenses as agreed to by
the Interim Lender in advance, in writing.

For greater certainty, the Borrower may not use the proceeds
of the Interim Facility to pay any pre-filing obligations of the
Borrower without the prior written consent of the Interim
Lender and the Proposal Trustee; it being agreed by the Interim
Lender that such consent is not required for the Borrower to
pay (i) legal fees and disbursements for the pre-filing period
owing to counsel to the Borrower, (ii) taxes, accrued payroll
and other ordinary course liabilities, provided that such
amounts are included in the Agreed Budget or the DIP Order,
or (iil) any other amounts owing by the Borrower to the extent
specifically identified in the Agreed Budget or the DIP Order.

A super-priority, debtor-in-possession interim, revolving
credit facility (the “Interim Facility”) up to a maximum
principal amount of $4,000,000 (the “Maximum Amount”),
subject to the terms and conditions contained herein.

Advances under the Interim Facility (the “Interim Advances”)
shall be deposited into the Deposit Account and utilized by the
Borrower in accordance with the terms hereof.

The effectiveness of this Interim Financing Term Sheet shall
be subject to the satisfaction of the following conditions
precedent, as determined by the Interim Lender:

(a) The Interim Lender shall have had a reasonable
opportunity to review advance copies of, and shall be
reasonably satisfied with, all materials to be filed with
the Court in respect of the DIP Order (as defined
below).

(b) The Court shall have issued an order in the NOI
Proceedings (the “DIP Order”) on or before May 6,
2020 (the “Outside Date”), satisfactory to the Interim
Lender and substantially in the form contained in the
draft bankruptcy process order attached hereto as
Schedule B, on notice to such parties as are acceptable
to the Interim Lender, which shall: (i) approve this



(©)

(d)

(e)

)

(2

347
-3

Interim Financing Term Sheet and the Interim Facility;
(i1) grant the Interim Lender a charge (the “Interim
Lender Charge”) securing all obligations owing by the
Borrower to the Interim Lender under this Interim
Financing Term Sheet and the Interim Financing Credit
Documentation (collectively, the “Interim Financing
Obligations”), including, without limitation, all
principal amount of the outstanding Interim Advances,
interest thereon and Interim Financing Fees and
Expenses, which shall have priority over all Liens other
than the Permitted Priority Liens; and (iii) treat the
Interim Lender as an unaffected creditor in the NOI
Proceedings.

The Interim Lender shall have received and approved
the Agreed Budget.

The Interim Lender shall have received a list of the key
individuals designated by the Borrower as of the date of
the DIP Order pursuant to the Cannabis Act (Canada)
(the “Cannabis Act”), including, without limitation,
the Responsible Person, the Head of Security, the
Master Grower and the Quality Assurance Person (as
such terms are defined in the Cannabis Act), as well as
any and all designated alternates and including the
Chief Financial Officer (collectively, the “Key
Individuals”).

The Interim Financing Credit Documentation shall be
satisfactory to the Interim Lender, acting reasonably,
and shall have been executed by the Borrower and the
Interim Lender.

The Interim Lender shall be satisfied, acting reasonably,
that the Borrower have complied with and are
continuing to comply in all material respects with all
applicable laws, regulations, policies and Licenses
applicable to the Borrower’s business, other than as
may be permitted under a Court Order or as to which
any enforcement in respect of non-compliance is stayed
by a Court Order, provided the issuance of such Court
Order does not result in the occurrence of an Event of
Default.

The Borrower shall have paid all statutory liens, trusts
and other claims, in each case in favour of the
government, to the extent due and payable (it being
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understood that to the extent the payment of any such
claim has been extended pursuant to government relief
provided related to COVID-19, such claim shall be
deemed not to be due and payable until the applicable
due date as extended).

All of the representations and warranties of the
Borrower as set forth herein shall be true and accurate
in all material respects.

Making of each Interim Advance shall be subject to the
satisfaction of the following conditions precedent (collectively,
the “Funding Conditions”), as determined by the Interim
Lender:

(a)

(b)

(©)

(d)

(e)

The DIP Order shall not have been stayed, vacated or
otherwise caused to be ineffective or materially
amended, restated or modified, without the consent of
the Interim Lender.

The Upfront Fee and all Interim Financing Fees and
Expenses for which invoices have been provided to the
Borrower shall have been paid, or arrangements
satisfactory to the Interim Lender acting reasonably
shall have been made to pay such amounts.

The Borrower shall be in compliance with the: (i) DIP
Order and any amendments thereto; and (ii) all other
orders issued in the Borrower’s NOI proceedings;

The Interim Lender shall be satisfied that the Borrower
has complied with and are continuing to comply in all
material respects with all Licenses, including, for
certainty, those issued to the Borrower under the
Cannabis Act and the Excise Act, other than as may be
permitted under a Court Order or as to which any
enforcement in respect of non- compliance is stayed by
a Court Order, provided the issuance of such Court
Order does not result in the occurrence of an Event of
Default.

The Borrower shall have paid all statutory liens, trust
and other government claims including, without
limitation, source deductions, except, in each case, for
any such amounts that are not yet due and payable or
which are in dispute in which case appropriate reserves
have been made.



8. COSTS AND
EXPENSES

349

) All of the representations and warranties of the
Borrower as set forth herein shall be true and accurate
in all material respects.

(g)  No Default or Event of Default shall have occurred or,
if applicable, shall occur as a result of the requested
Interim Advance.

(h) No Material Adverse Change shall have occurred after
the date of the issuance of the DIP Order.

(1) There shall be no Liens ranking in priority to the
Interim Lender Charge, other than the Permitted
Priority Liens.

() The Interim Lender shall have received a written
request for an Interim Advance from the Borrower,
substantially in the form attached hereto as Schedule C,
which shall be executed by a director or officer of the
Borrower, and shall certify, inter alia, that (i) the
requested Interim Advance is within the Maximum
Amount and is consistent with the Agreed Budget, and
(i1) the Borrower is in compliance with this Interim
Financing Term Sheet and the Court Orders.

(k) The requested Interim Advance shall not cause the
aggregate amount of all outstanding Interim Advances
to exceed the Maximum Amount or be greater than the
amount shown on the Agreed Budget as at the date of
such Interim Advance.

For greater certainty, the Interim Lender shall not be obligated
to make any Interim Advance or otherwise make available
funds pursuant to this Interim Financing Term Sheet unless and
until all the foregoing applicable conditions have been satisfied
and all the foregoing applicable documentation and
confirmations have been obtained (for certainty, each of the
same, as applicable, as a condition precedent to each Interim
Advance), each in form and content satisfactory to the Interim
Lender in its sole discretion (unless specified otherwise).

The Borrower shall pay all of the Interim Lender’s reasonable
and documented legal fees (on a solicitor-client, full indemnity
basis), out-of-pocket disbursements and any costs of
realization or enforcement, in each case in connection with or
otherwise related to the Interim Facility, the Interim Lender
Charge, the Interim Financing Credit Documentation, or the
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NOI Proceedings (collectively, the “Interim Financing Fees
and Expenses”).

All Interim Financing Obligations shall be secured by the
Interim Lender Charge, which shall be a super-priority Lien
over all Collateral, subordinate only to the Permitted Priority
Liens. The Interim Lender Charge shall be approved by the
Court on terms and conditions satisfactory to the Interim
Lender.

All Collateral will be free and clear of all Liens, except for the
Permitted Liens.

Notwithstanding the foregoing, and subject to the concluding
sentence of this paragraph, no proceeds of any Interim
Advance may be used to (a) investigate, object to or challenge
in any way any claims of the Interim Lender against any of the
Borrower in respect of the Interim Facility or of the Pre-Filing
Creditor under the Pre-Filing Secured Loan Agreement, or (b)
investigate, object to or challenge in any way the validity,
perfection or enforceability of the Liens created pursuant to the
Interim Lender Charge. Nothing in this paragraph shall restrict
the Borrower or the Proposal Trustee, including the
engagement by the Proposal Trustee of independent legal
counsel, from: (i) assessing the validity and enforceability of
the Liens in respect of advances under the Pre-Filing Secured
Loan Agreement if required pursuant to applicable laws, and
(1) conducting a claims process in accordance with any Court
Order.

Subject to the Agreed Budget and other limitations set forth
herein, the Borrower may only request and apply Interim
Advances through the accounts as agreed to with the Interim
Lender. Except as set out in the Agreed Budget, the Borrower
shall not effect, and shall not permit to occur, any distribution
of funds (whether from proceeds of the Interim Facility or
otherwise) from Borrower to any subsidiary or affiliate.

The trustee in the NOI Proceedings shall be A. Farber &
Partners Inc., LIT (the “Proposal Trustee”). The Proposal
Trustee shall be authorized to have direct discussions with the
Interim Lender, and the Interim Lender shall be entitled to
receive information from the Proposal Trustee from time to
time. Any replacement of the Proposal Trustee without the
written consent of the Interim Lender, acting reasonably, other
than as a result of the Proposal Trustee’s resignation, shall
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constitute an Event of Default hereunder.

The Interim Facility shall be repayable in full on the earlier of:
(1) demand by the Interim Lender following the occurrence of
any Event of Default hereunder which is continuing and has
not been cured at the time the Interim Lender delivers its
demand; (ii) the implementation of a proposal within the NOI
Proceedings (a “Proposal”) which has been approved by the
requisite majorities of the Borrower’s creditors and by an order
entered by the Court; (iii) the closing of a Bankruptcy Sale
within the NOI Proceedings which has been approved by
orders entered by the Court; (iv) conversion of the NOI
Proceedings into a bankruptcy proceeding or a proceeding that
is subject to the Companies’ Creditors Arrangement Act
(Canada) and for which the Interim Lender has not given its
prior approval with respect to; and (v) November 6, 2020 (the
earliest of such dates being the “Maturity Date”).

The commitment in respect of the Interim Facility shall expire
on the Maturity Date and all amounts outstanding under the
Interim Facility shall be repaid in full no later than the Maturity
Date, without the Interim Lender being required to make
demand upon the Borrower or to give notice that the Interim
Facility has expired and the obligations are due and payable.
The order of the Court sanctioning any Proposal shall not
discharge or otherwise affect in any way any of the obligations
of the Borrower to the Interim Lender under the Interim
Facility, other than after the permanent and indefeasible
payment in cash to the Interim Lender of all obligations under
the Interim Facility on or before the date the Proposal is
implemented.

The Borrower has delivered or will deliver prior to this Interim
Financing Term Sheet becoming effective, and the Interim
Lender has accepted or will accept prior to this Interim
Financing Term Sheet becoming effective, a current weekly
line item budget covering the period of at least 60 days
following the date of this Interim Financing Term Sheet
(together with all updates thereto approved by the Interim
Lender in its sole and absolute discretion, including the Revised
Budget, the “Agreed Budget”). A summarized version of the
Agreed Budget is attached hereto as Schedule D. The Agreed
Budget sets forth expected receipts and the expected operating
and other expenditures to be made during each calendar week
and in the aggregate for the period of time covered by the
Agreed Budget.
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On Wednesday of each week by 5:00 p.m. (Toronto time),
commencing on the Wednesday of the calendar week following
the Outside Date, the Borrower shall deliver to the Interim
Lender: (a) a report showing actual cash receipts and actual
expenditures for each line item in the Agreed Budget covering
the previous week and comparing the foregoing amounts with
the budgeted cash receipts and budgeted expenditures,
respectively, set forth in the Agreed Budget for such line item
during such one week period, and (b) a one week roll-forward
of the Agreed Budget (the “Revised Budget”), which shall
reflect the Borrower’s good faith projections and be in form
and detail consistent with the initial Agreed Budget and subject
to the approval of the Interim Lender in its sole discretion.

The Borrower shall, on each Variance Testing Date, explain
variances exceeding 10% of the Agreed Budget for each
material variable line-item of the financial statements that
impact the overall consolidated financial results (the “Budget
Variance Report”).

In addition to reporting required pursuant to the Pre-Filing
Mortgage Secured Loan Agreement, which reporting the
Borrower will continue to provide throughout the pendency of
the NOI Proceedings, the Borrower shall provide the Interim
Lender with non-consolidated income statements and balance
sheets on a monthly basis (it being understood that such
statements shall be drafts with estimates for inventory and
biological asset valuation), no later than 5 days following the
prior month-end.

Provided that the Funding Conditions are satisfied, as
determined by the Interim Lender, acting reasonably, each
Interim Advance shall be made by the Interim Lender’s
solicitor to the Borrower or the Proposal Trustee within
four (4) Business Days of delivery by the Borrower to the
Interim Lender of a written request for an Interim Advance,
substantially in the form attached hereto as Schedule C, with a
copy provided to the Interim Lender’s solicitor; provided that,
(1) if the DIP Order is obtained on or before 3:00pm (EDT), the
initial Interim Advance shall be made on the same Business
Day that the Borrower delivers to the Interim Lender a written
request for such Interim Advance, and (ii) if the DIP Order is
obtained after 3:00pm (EDT), the initial Interim Advance shall
be made on the following Business Day that the Borrower
delivers to the Interim Lender a written request for such Interim
Advance, in each case substantially in the form attached hereto
as Schedule C, and in the case of both (i) and (ii) of this



14. EVIDENCE OF

353
-9.

proviso, the initial Interim Advance shall be initiated by the
Interim Lender as soon as practicable following confirmation
that the DIP Order is obtained and delivery by the Borrower to
the Interim Lender of a written request for such Interim

Advance, substantially in the form attached hereto as Schedule
C.

Interim Advances shall be available to the Borrower in
Canadian dollars. Each Interim Advance shall be ina minimum
aggregate amount that is no less than $250,000 and in excess
thereof in integral multiples of $50,000.

To the extent the Interim Lender makes an Interim Advance
to the Proposal Trustee, such funds shall be (i) transferred
by the Interim Lender to a segregated trust account of the
Proposal Trustee, pursuant to a written direction of the
Proposal Trustee, and (ii) for the use of the Borrower in
accordance with this Interim Financing Term Sheet and the
Agreed Budget. The Interim Lender and the Borrower each
acknowledges that such funds shall be released by the
Proposal Trustee to the Borrower to be disbursed directly by
the Borrower in accordance with this Interim Financing
Term Sheet subject to any one of the following conditions
having been satisfied: (A) the Borrower has delivered to the
Proposal Trustee a list of the payments to be made with such
funds which is consistent with the Agreed Budget (together
with such additional supporting documents as may be
requested by the Proposal Trustee, acting reasonably), as
determined by the Proposal Trustee, (B) the Interim Lender
has provided its written consent to the payment(s) requested
by the Borrower, or (C) the Court has ordered that the funds
be released for the purpose of making the payment(s)
requested by the Borrower. The Interim Lender and the
Borrower each acknowledges that such funds shall be
released by the Proposal Trustee to the Interim Lender where
the Interim Lender has demanded payment of the Interim
Facility following the occurrence of an Event of Default.

All proceeds of Interim Advances shall be deposited into the
Deposit Account. The Deposit Account shall be subject to the
Interim Lender Charge.

The 1nitial Interim Advance shall be in an amount not in excess
of $1,500,000.

The Interim Lender’s accounts and records constitute, in the
absence of manifest error, conclusive evidence of the
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indebtedness of the Borrower to the Interim Lender pursuant to
the Interim Facility.

Provided the Proposal Trustee is satisfied that there are
sufficient cash reserves in the Borrower’s bank accounts to
satisfy amounts secured by the Permitted Priority Liens and
amounts anticipated on the date of the voluntary prepayment
under the Agreed Budget in respect of which Interim Advances
were made that have not yet been incurred or paid the Borrower
may prepay any amounts outstanding or any portion of any
amounts outstanding under the Interim Facility at any time
prior to the Maturity Date, without any prepayment fee or
penalty.

An upfront fee in the amount of $80,000 shall be payable to the
Interim Lender in connection with the establishment of the
Interim Facility (the “Upfront Fee”). The Upfront Fee shall be
held back from the initial Interim Advance.

The Interim Advances shall bear interest at a rate per annum
equal to 10.00%. Such interest shall accrue daily and shall be
payable monthly in arrears on each Interest Payment Date for
each Interim Advance for the period from and including the
date upon which the Interim Lender advances such Interim
Advance to the Borrower to and including the day such Interim
Advance is repaid or paid, as the case may be, to the Interim
Lender, and shall be calculated on the principal amount of each
Interim Advance outstanding during such period and on the
basis of the actual number of days elapsed in a year of 365 or
366 days, as the case may be.

Interest shall continue to accrue on amounts outstanding under
the Pre-Filing Secured Loan Agreement(s) pursuant to the
terms of the Pre-Filing Secured Loan Agreement(s).

Unless otherwise stated, all monetary denominations in this
Interim Financing Term Sheet shall be in Canadian dollars.

The Borrower represents and warrants to the Interim Lender,
which representations and warranties shall be deemed to be
repeated at each request for an Interim Advance, and upon
which the Interim Lender relies on entering into this Interim
Financing Term Sheet and the other Interim Financing Credit
Documentation, that:

(a) Subject to the granting of the DIP Order, the execution
and delivery of, and transactions contemplated by, this
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Interim Financing Term Sheet and the other Interim
Financing Credit Documentation:

(1) are within the powers of each of the Borrower;

(i)  have been duly authorized by all necessary
corporate and, if required, shareholder approval
of the Borrower;

(ii1))  have been duly executed and delivered by or on
behalf of the Borrower;

(iv)  constitute legal, valid and binding obligations of
the Borrower;

(v) do not require the consent or approval of,
registration or filing with, or any other action
by, any Governmental Authority, other than
filings which may be made to register or
otherwise record the Interim Lender Charge.

The activities of the Borrower have been conducted in
material compliance with all applicable provincial,
state and federal laws, subject to the provisions of the
BIA and any Court Order, unless: (i) otherwise ordered
by the Court, or (ii) the sanctions for non- compliance
are stayed by a Court Order.

The Borrower has retained and continues to employ
sufficient number of the Key Individuals identified as
of the date of the DIP Order as are necessary to
maintain the Licenses in good standing, or such
alternates as are necessary to maintain the Licenses in
good standing and which are approved by the party
responsible for issuing the relevant License from time
to time.

The Borrower has maintained its obligations for
payroll, source deductions, goods and services tax and
harmonized sales tax, as applicable, and is not in arrears
in respect of payment of these obligations.

The Borrower has obtained and maintains in good
standing each of the Licenses required from the
Governmental  Authorities,  including,  without
limitation, pursuant to the Cannabis Act, the Excise Act
and the Licenses which are necessary to conduct its
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business.

The Agreed Budget is reasonable and prepared in good
faith.

No Default or Event of Default has occurred and is
continuing.

All of the representations and warranties made in the
following sections of the Pre-Filing Mortgage Secured
Loan Agreement are true and correct in all material
respects as if fully set out in this Interim Financing
Term Sheet:

(1) 4.1(a) (Incorporation and Status);

(i)  4.1(b) (Power);

(ii1))  4.1(d) (Authorization of Documents);
(iv)  4.1(e) (Binding Agreements);

(v) 4.1(h) (Approvals);

(vi)  4.1(i) (Compliance);

(vii)  4.1(j) (Environmental Laws);

(viii) 4.1(k) (Financial Statements);

(ix)  4.1(1) (Financial Information);

(x) 4.1(m) (No Undisclosed Liabilities);
(xi)  4.1(n) (Tax Returns);

(xii)) 4.1(o) (Deemed Trusts and Statutory Liens);

(xiii) 4.1(q) (Ownership of Assets) and 4.1(r)
(Encumbrances);

(xiv)  4.1(s) (Insurance);
(xv)  4.1(t) (Pension Plans);
(xvi) 4.1(u) (Location of Assets);

(xvii) 4.1(x) (Non-Arm’s Length Transactions);
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(xviii) 4.1(z) (Construction Liens), save for those liens
registered as of April 23, 2020; and

(xix) 4.1(aa) (Taxes and Rates);

All of the representations and warranties made in the
following sections of the general security agreement
dated May 29, 2019 securing the Pre-Filing PPSA
Secured Loan Agreement are true and correct in all
material respects as if fully set out in this Interim
Financing Term Sheet:

(1) 3(b) (Intellectual Property); and
(i1) 3(c) (Account Debtors).

Materials Contracts, as defined in Schedule A, sets forth
all Material Contracts (as defined therein) of the
Borrower, true, complete and correct copies of which
have been provided to the Interim Lender. All such
Material Contracts are unamended.

2634436 Ontario Limited, a wholly owned subsidiary
of the Borrower, does not currently have any assets or
liabilities, and the Borrower covenants that 2634436
Ontario Limited will not have any assets or liabilities at
any time.

The Borrower covenants and agrees to perform and do each of
the following until the Interim Financing Obligations are
permanently and indefeasibly repaid in full and the Interim
Facility is terminated:

(a)

(b)

(1) Allow the Interim Lender or its respective agents and
advisors, on reasonable notice during regular business
hours, to enter on and inspect each of the Borrower’s
assets and properties; (i1) provide the Interim Lender or
its respective agents or advisors, on reasonable notice
and during normal business hours, full access to the
books and records of the Borrower; and (iii) cause
management of the Borrower to fully co-operate with
the Interim Lender and the Proposal Trustee or their
respective agents and advisors, as applicable.

Keep the Interim Lender and the Proposal Trustee
apprised on a timely basis of all material developments
with respect to the business and affairs of the Borrower,
including (without limitation) the development of a
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Proposal or a Restructuring Option.

Deliver to the Interim Lender and keep the Interim
Lender apprised on a timely basis of all material
correspondence sent to or received from any
Governmental Authority, including Health Canada. For
greater certainty, all correspondence regarding any of
the Licenses is deemed to be material.

Deliver to the Interim Lender the following reporting
packages: (i) documents referred to in Section 12
above, on the dates and times specified in Section 12;
(i) copies of all pleadings, motions, applications,
judicial or financial information and other documents
to be filed by or on behalf of the Borrower with the
Court, in each case in a reasonable period of time prior
to filing such documents with the Court to the extent
practicable in the circumstances; (iii) prompt notice of
material events, including, without limitation, defaults,
new material litigation or changes in status of ongoing
material litigation, regulatory and other filings; (iv)
other reasonable information requested by the Interim
Lender from time to time, (v) prompt notice of any
event that could reasonably be expected to result in a
Material Adverse Change (vi) copies of all material
communications received from existing or prospective
clients, and (vii) without limiting the foregoing, in a
timely manner and prior to effecting or incurring such
transaction or expense, the Borrower shall deliver to the
Proposal Trustee and the Interim Lender copies of any
financial reporting which shows a material transaction
or material expense, or a materially adverse financial
position of the Borrower, which is not reflected in the
Agreed Budget, and shall forthwith provide any reports
or commentary received from the Proposal Trustee in
respect of same.

Use the proceeds of the Interim Facility only for the
purposes described in Section 4, and in a manner
consistent with the restrictions set out herein.

Comply with the provisions of the court orders made in
the NOI Proceedings applicable to the Borrower
(collectively, the “Court Orders” and each a “Court
Order”); provided that if any such Court Order
contravenes this Interim Financing Term Sheet or any
of the Interim Financing Credit Documentation so as to
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materially adversely impact the rights or interests of the
Interim Lender, as determined by the Interim Lender,
the same shall be an Event of Default hereunder.

(2) Preserve, renew and keep in full force and good
standing its respective corporate existence and its
respective material licenses, permits, approvals, and
other authorizations required in respect of its business,
properties, assets or any activities or operations carried
out therein, including, without limitation, the Licenses,
unless otherwise agreed by the Interim Lender.

(h) Preserve and maintain the security of all regulated
inventory (including cannabis) in accordance with the
requirements of the Licenses, the Cannabis Act, the
Excise Act and other applicable laws.

(1) Continue to employ some or all of the Key Individuals
identified as of the date of the DIP Order as are
necessary to maintain the Licenses in good standing, or
employ such alternate persons in the roles prescribed
by the Cannabis Act as are necessary to maintain the
Licenses in good standing and which are approved by
the responsible government authorities (i.e., Minister
of Health for the Health Canada Licenses) from time to
time.

() Conduct all activities in a manner materially consistent
with the Agreed Budget.

(k) Forthwith notify the Interim Lender of the occurrence
of any Default or Event of Default, including an
Updated Budget Default.

) Provide to the Interim Lender regular updates regarding
the status of the NOI Proceedings including, without
limitation, reports on the progress of any Proposal or
Restructuring Option and any information which may
otherwise be confidential, subject to same being
maintained as confidential by the Interim Lender;
provided however, in no event shall any information
subject to privilege be required to be provided to the
Interim Lender.

(m)  Comply with the covenants set forth in the following
sections of the Pre-Filing Mortgage Secured Loan
Agreement: 5.1(b) (Preservation of Corporate
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Existence), (c) (Payment of Taxes, etc.), (d)
(Maintenance of Insurance), (¢) (Compliance with
Laws), (f) (Maintenance of Properties), (g) (Keeping
of Books), (h) (Inspection), (i) (Compliance with
Agreements) — provided that a breach of a Material
Contract resulting from the insolvency of the Borrower
shall be deemed not to be a breach of this covenant, (j)
(Notice), 5.2(a) (Disposition of Assets), (b)
(Corporate  Changes), (c¢) (Related Party
Transactions), (d) (Additional Debt), (e)
(Encumbrances), (f) (Guarantees), (g) (Loans and
Investments), (h) (Distributions), (i) (Subsidiaries),
(j) (Change in Business), (k) (Material Contracts)
(provided that an amendment or supplement to a
Material Contract shall be permitted if prior written
notice is given to the Interim Lender of same and same
is required to maintain such Material Contract in good
standing).

Comply with the covenants set forth in the following
sections of the Pre-Filing PPSA Secured Loan
Agreement: General Covenants (c) (tax returns), (d)
(notice), (e) (compliance with applicable law), (g)
(reporting), (i) (insurance), (j) (no further
encumbrances), (k) (prior approval of dispositions), (1)
(no guarantees), (m) (no reorganizations), (n)
(inspections) and (o) (use of proceeds by third parties
prohibited).

Within 14 days hereof, deliver insurance certificates to
the Interim Lender naming the Interim Lender as
mortgagee and loss payee on all property insurance and
an additional insured on all liability insurance, which
insurance certificates and its terms shall be satisfactory
to the Interim Lender, acting reasonably.

Upon reasonable request by the Interim Lender, the
Borrower shall deliver to the Interim Lender, in form
and substance satisfactory to the Interim Lender acting
reasonably, a general security agreement and charges
in respect of any real property for the purposes of
permitting the Interim Lender to better perfect the
Interim Lender Charge.

Borrower shall retain a chief restructuring officer
recommended by the Interim Lender (with the prior
written consent of the Borrower, not to be unreasonably
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withheld or delayed) following good faith consultation
between the Borrower and Interim Lender on the
appropriate person for such position (which
consultation shall include the opportunity for the
Borrower to interview such person) on terms mutually
satisfactory to the Borrower and Interim Lender acting
reasonably. Upon the retention of such chief
restructuring officer, the parties agree to amend the
Agreed Budget to take into account the cost of the
Chief Restructuring Officer.

The Borrower shall maintain the OCS Listings in good
standing.

(s) The Borrower shall, upon request of the Lender, comply

with its obligations as set out in Section 2.13 of the Pre-
Filing Mortgage Secured Loan Agreement;

The Borrower covenants and agrees not to do the following,
other than with the prior written consent of the Interim Lender:

(2)

(b)

(c)

(d)

Transfer, lease, farm-out or otherwise dispose of all or
any part of its property, assets or undertaking, except
for Permitted Dispositions, without the prior written
consent of the Interim Lender.

Make any investments or acquisitions of any kind,
direct or indirect, in any business or otherwise other
than as expressly provided for, or permitted to be
incurred, in the Agreed Budget and the Court Orders.

Make any payments or distributions of any kind,
including payments of principal and interest in respect
of existing (pre-filing) debt or obligation, other than as
may be permitted by a Court Order and that does not
result in an Event of Default and is provided for in the
Agreed Budget.

Create or permit to exist indebtedness (including
guarantees thereof or indemnities or other financial
assistance in respect thereof) other than (i) existing
(pre-filing) debt, (ii) debt contemplated by this Interim
Financing Term Sheet, (iii) post-filing trade payables
or other post-filing unsecured obligations incurred in
the ordinary course of business in accordance with the
Agreed Budget and any Court Order, and (iv)
obligations or indebtedness expressly provided for, or
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permitted to be incurred, in the Agreed Budget and the
Court Orders.

Make or give any additional financial assurances, in the
form of bonds, letters of credit, guarantees or otherwise,
to any person (including, without limitation, any
Governmental Authority), except for the bond required
in connection with the Borrower’s excise tax stamp
required pursuant to the Excise Tax Act (Canada).

Create, permit to exist or seek or support a motion by
another party to provide to any third party a Lien on the
Collateral, other than the Permitted Liens.

Change its name, amalgamate, consolidate with or
merge into, or enter into any similar transaction with
any other entity.

Cease (or threaten to cease) to carry on their business
or activities as currently being conducted or modify or
alter in any material manner the nature and type of their
operations, business or the manner in which such
business is conducted.

Amend, replace or modify the Agreed Budget other
than in accordance with the terms of this Interim
Financing Term Sheet.

Apply for, or consent to, any Court Orders or any
change or amendment to any Court Order which affects
the Interim Lender, without the prior consent of the
Interim Lender.

Commence, continue or seek court approval of any
other restructuring transaction that will not repay the
Interim Lender in full without the prior written consent
of the Interim Lender, in its sole discretion.

Make a capital expenditure in excess of $30,000
without the prior written consent of the Interim Lender;
provided that to the extent such a capital expenditure is
contained in the Agreed Budget but there exists an
occurrence of a negative variance in excess of 30%
against the forecast cumulative net cash flow at the
time, then the prior written consent of the Interim
Lender shall be required again at the time of the
proposed capital expenditure notwithstanding that such



21. INDEMNITY AND
RELEASE

19 363

capital expenditure is contained in the Agreed Budget.

(m)  In the event that any members of the Borrower’s board
of directors resigns, neither the Borrower nor its offices
or directors shall nominate anyone to replace such
resigned director without the prior approval of the
Lender;

The Borrower agrees to indemnify and hold harmless the
Interim Lender, the Pre-Filing Creditors and their respective
directors, officers, employees, agents, attorneys, advisors and
affiliates (all such persons and entities being referred to herein
as “Indemnified Persons”) from and against any and all
actions, suits, proceedings (including any investigations or
inquiries), claims, losses, damages, liabilities or expenses of
any kind or nature whatsoever (excluding indirect or
consequential damages and claims for lost profits) which may
be incurred by or asserted against or involve any Indemnified
Person (collectively, “Claims”) as a result of or arising out of
or in any way related to or resulting from the Interim Facility,
this Interim Financing Term Sheet, any other Interim Financing
Credit Documentation (regardless of whether such Claim is
made in the NOI Proceedings or any other proceeding,
including a bankruptcy or insolvency proceeding) or the Pre-
Filing Secured Loan Agreements (provided that the
Borrower’s indemnification pursuant to the Pre-Filing
Secured Loan Agreements shall not extend beyond the
indemnification provisions already set out therein) and,
upon demand, to pay and reimburse any Indemnified Person
for any legal or other out- of-pocket expenses incurred in
connection with investigating, defending or preparing to defend
any such action, suit, proceeding (including, without limitation,
any inquiry or investigation) or claim (whether or not any
Indemnified Person is a party to any action or proceeding out
of which any such expenses arise); provided, however, the
Borrower shall not be obligated to indemnify pursuant to this
paragraph any Indemnified Person against any loss, claim,
damage, expense or liability (a) to the extent it resulted from
the gross negligence, bad faith or willful misconduct of such
Indemnified Person as finally determined by a court of
competent jurisdiction, or (b) to the extent arising from any
dispute solely among Indemnified Persons other than any
claims arising out of any act or omission on the part of the
Borrower. The Borrower shall not be responsible or liable to
any Indemnified Person or any other person for consequential
or punitive damages. Each of the Indemnified Persons
undertakes to repay any and all amounts paid to such
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Indemnified Person in accordance with this Section 21 if it is
ultimately determined that such Indemnified Person is not
entitled to be indemnified therefor.

The indemnities granted under this Interim Financing Term
Sheet shall survive any termination of the Interim Facility.

The occurrence of any one or more of the following events
without the Interim Lender’s written consent shall constitute an
event of default (“Event of Default”) under this Interim
Financing Term Sheet:

(a) the issuance of an order of the Court (including any
Court Order) or any other court of competent
jurisdiction:

(1) dismissing the NOI Proceedings, or lifting the
stay in the NOI Proceedings to permit (A) the
enforcement of any Lien against the Borrower,
or a material portion of their respective
property, assets or undertaking, or (B) the
appointment of a receiver and manager,
receiver, interim receiver or similar official, or
substituting the Proposal Trustee or enhancing
any trustee’s powers, or the making of a
bankruptcy order against the Borrower;

(i)  granting any Lien which is senior to or pari
passu with the Interim Lender Charge, other
than the Priority Charges;

(i)  staying, reversing, vacating or otherwise
modifying any Interim Financing Credit
Documentation or any Court Order in a manner
materially adverse to the interests of the Interim
Lender, as determined by the Interim Lender
acting reasonably; or

(iv)  directing the Borrower to pay any post-
employment benefits;

(b) the filing of any pleading by the Borrower seeking any
of the matters set forth in paragraph (a) above, or failure
of the Borrower to diligently oppose any party that
brings an application or motion for the relief set out in
paragraph (a) above;

(©) failure of the Borrower to comply with any of the
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negative covenants in this Interim Financing Term
Sheet or in any other Interim Financing Credit
Documentation, and to the extent such Default is
capable of being remedied, such Default shall continue
unremedied for a period of three (3) Business Days;

(i) any update in the Revised Budget or Budget
Variance Report contemplates or forecasts an adverse
change or changes from the then-existing Agreed
Budget, and such change(s) constitute a Material
Adverse Change, or (ii) the occurrence of a negative
variance in excess of 30% against the forecast
cumulative net cash flow as of such week in the Agreed
Budget for three consecutive weeks (each, an “Updated
Budget Default”);

the occurrence of a Material Adverse Change;

any representation or warranty by the Borrower in this
Interim Financing Term Sheet or in any other Interim
Financing Credit Documentation is incorrect or
misleading in any material respect;

the aggregate amount of the outstanding Interim
Advances under the Interim Facility exceeds the
Maximum Amount;

any material violation or breach of any Court Order;

any proceeding, motion or application is commenced or
filed by the Borrower, or if commenced by another
party, supported or otherwise consented to by the
Borrower, (i) seeking the invalidation, subordination or
other challenging of the terms of the Interim Facility,
the Interim Lender Charge, this Interim Financing
Term Sheet or any of the other Interim Financing
Credit Documentation; (ii) challenging the validity,
priority, perfection or enforceability of the Liens
created pursuant to the Interim Lender Charge; or (iii)
unless the Proposal or Restructuring Option provides
for repayment in full of the Interim Facility, seeking the
approval of any Proposal or Restructuring Option
(including, for greater certainty, the conversion of the
NOI Proceedings into a proceeding under the
Companies Creditors Arrangement Act) which does not
have the prior written consent of the Interim Lender;
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the priority of the Liens created pursuant to the Interim
Lender Charge is varied without the consent of the
Interim Lender;

any Proposal is sanctioned or any Restructuring Option
is consummated by any of the Borrower that is not
consistent with or contravenes any provision of this
Interim Financing Term Sheet or any of the other
Interim Financing Credit Documentation, in a manner
that is materially adverse to the interests of the Interim
Lender, as determined by the Interim Lender, or would
reasonably be expected to materially adversely affect
the interests of the Interim Lender, as determined by
the Interim Lender, unless the Interim Lender has
consented thereto;

the failure of the Borrower to maintain in good standing
each of the Health Canada Licenses and such Default
shall remain unremedied for a period of five (5)
Business Days;

the failure of the Borrower to continue to employ the
Key Individuals identified as of the date of the DIP
Order on terms sufficient to maintain the Licenses in
good standing, or to employ such alternate persons in
the roles prescribed by the Cannabis Act as are
necessary to maintain the Licenses in good standing
and which are approved by the responsible government
authorities from time to time;

the failure of the Borrower to make expenditures or pay
damages, fines, claims, costs or expenses to remediate,
inrespect of any Environmental Liabilities, required by
any Governmental Authority, except as set out in the
Agreed Budget, or as otherwise agreed to in writing by
the Interim Lender, and such Default shall remain
unremedied for a period of three (3) Business Days after
such amount is due;

failure of the Borrower to pay any principal amount
owing under this Interim Financing Term Sheet when
due;

failure of the Borrower to pay any interest or fees or
any portion thereof owing under this Term Sheet or any
other Interim Financing Credit Documentation when
due and such Default shall remain unremedied for a



23. REMEDIES

23 367

period of three (3) Business Days after written notice
from the Interim Lender to the Borrower that such
amount is overdue;

(q) failure of the Borrower to perform or comply with any
other term or covenant under this Interim Financing
Term Sheet or any other Interim Financing Credit
Documentation, and such Default shall continue
unremedied for a period of five (5) Business Days; and

(r) the Borrower commences an action or takes any other
proceeding to obtain any form of relief against the
Interim Lender, the Pre- Filing Creditor or any of their
affiliates, including, without limitation, a proceeding to
recover damages or to obtain payment of any amounts
purported to be owing by the Interim Lender, the Pre-
Filing Creditor or any of their affiliates to the Borrower
or any affiliate thereof, if the Interim Lender, the Pre-
Filing Creditor or any of their affiliates disputes any of
the same.

Upon the occurrence of an Event of Default, and subject to the
Court Orders, the Interim Lender may, in its sole and absolute
discretion, elect to terminate its commitment to make Interim
Advances to the Borrower hereunder and declare the
obligations in respect of this Interim Financing Credit
Documentation to be immediately due and payable and cease
making any further Interim Advances. Without limiting the
foregoing remedies, upon the occurrence of an Event of
Default, the Interim Lender may, in its sole and absolute
discretion, elect to permanently reduce the Maximum Amount.
In addition, upon the occurrence of an Event of Default, the
Interim Lender may, in its sole and absolute discretion, subject
to any Court Order:

(a) apply to a court for the appointment of a receiver, an
interim receiver or a receiver and manager over the
Collateral to substitute the Proposal Trustee and/or
enhance any powers of the Proposal Trustee, or for the
appointment of a trustee in bankruptcy of the Borrower;

(b) set-off or combine any amounts then owing by the
Interim Lender to the Borrower against the obligations
of the Borrower to the Interim Lender hereunder or
under any other Interim Financing Credit
Documentation;
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(c) apply to the Court for an order or orders, on terms
satisfactory to the Proposal Trustee and the Interim
Lender, providing the Proposal Trustee with the power,
in the name of and on behalf of the Borrower, to take all
necessary steps in the NOI Proceedings;

(d) subject to obtaining prior approval from the Court,
exercise the powers and rights of a secured party under
the Personal Property Security Act (Ontario), or any
legislation of similar effect; and

(e) subject to obtaining prior approval from the Court if
required, exercise all such other rights and remedies
under the Interim Financing Credit Documentation, the
Court Orders and applicable law.

The rights and remedies of the Interim Lender under this
Interim Financing Term Sheet are cumulative and are in
addition to and not in substitution for any other rights and
remedies available at law or in equity or otherwise, including
under the BIA in the NOI Proceedings.

All repayments and prepayments of the Interim Advances will
be made free and clear of any taxes, levies, imposts, duties,
charges, fees, deductions or withholdings of any kind or nature
whatsoever or any interest or penalties payable with respect
thereto now or in the future imposed, levied, collected,
withheld or assessed by any country or any political subdivision
of any country (collectively “Taxes”). If any Taxes are
required by applicable law to be withheld (“Withholding
Taxes”) from any amount payable to the Interim Lender under
this Interim Financing Term Sheet, the amount so payable to
the Interim Lender shall be increased to the extent necessary to
yield to the Interim Lender, on a net basis after payment of all
Withholding Taxes, the amount payable under this Interim
Financing Term Sheet at the rate or in the amount specified
herein, and the Borrower shall provide evidence satisfactory to
the Interim Lender that the Taxes have been so withheld and
remitted.

If the Borrower pays an additional amount to the Interim
Lender to account for any deduction or withholding, the
Interim Lender shall reasonably cooperate with the Borrower
to obtain a refund of the amounts so withheld, including filing
income tax returns in applicable jurisdictions, claiming a refund
of such tax and providing evidence of entitlement to the
benefits of any applicable tax treaty. The amount of any refund
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so received, and interest paid by the tax authority with respect
to any refund, shall be paid over by the Interim Lender to the
Borrower promptly. If reasonably requested by the Borrower,
the Interim Lender shall apply to the relevant taxing authority
to obtain a waiver from such withholding requirement, and the
Interim Lender shall cooperate with the Borrower and assist the
Borrower to minimize the amount of deductions or
withholdings required.

The Borrower will reimburse the Interim Lender for any costs
incurred by the Interim Lender in performing its obligations
under the Interim Financing Credit Documentation resulting
from any change in law, including, without limitation, any
reserve or special deposit requirements or any tax or capital
requirements or any change in the compliance of the Interim
Lender therewith that has the effect of increasing the cost of
funding to the Interim Lender or reducing its effective rate of
return on capital.

Any consent, approval, instruction or other expression of the
Interim Lender shall be in the Interim Lender’s sole and
absolute discretion, unless otherwise provided in this Interim
Financing Term Sheet and shall to be delivered by any written
instrument, including by way of electronic mail, by the Interim
Lender, or its counsel, pursuant to the terms of this Interim
Financing Term Sheet.

At any time following the indefeasible payment in full in
immediately available funds of all of the outstanding Interim
Financing Obligations, the Borrower shall be entitled to
terminate this Interim Financing Term Sheet upon notice to the
Interim Lender.

No amendment or waiver of any provisions of this Interim
Financing Term Sheet and any other Interim Financing Credit
Documentation or consent to any departure by the Borrower
from any provision thereof is effective unless it is in writing
and signed by the Interim Lender (and in the case of
amendments, the Borrower). Such amendment, waiver or
consent shall be effective only in the specific instance and for
the specific purpose for which it is given.

The Interim Lender may assign this Interim Financing Term
Sheet and its rights and obligations hereunder, in whole or in
part, or grant a participation in its respective rights and
obligations hereunder, (i) at any time to an affiliate; (ii) to any
person acceptable to the Interim Lender with the prior written
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consent of the Borrower; provided that, the prior written
consent of the Borrower shall not be required after an Event of
Default has occurred and is continuing (subject in all cases to
providing the Proposal Trustee with reasonable evidence that
such assignee has the financial capacity to fulfill the obligations
of the applicable Interim Lender hereunder). None of this
Interim Financing Term Sheet, any other Interim Financing
Credit Documentation nor any right or obligation hereunder may
be assigned by the Borrower.

This Interim Financing Term Sheet and any other Interim
Financing Credit Documentation may be executed in any
number of counterparts and by electronic transmission, each of
which when executed and delivered shall be deemed to be an
original and all of which when taken together shall constitute
one and the same instrument. Any party may execute this
Interim Financing Term Sheet by signing any counterpart of it.

This Interim Financing Term Sheet and all other Interim
Financing Credit Documentation are delivered on the condition
that the Borrower and their affiliates shall not disclose such
documents or the substance of the financing arrangements
proposed therein to any person or entity outside of their
respective organizations, except to those professional advisors
who are in a confidential relationship with them and as required
in connection with any court filing in the NOI Proceedings.

Each of the parties hereto shall execute and deliver such
additional documents, instruments, conveyances and
assurances and take such further actions as may be reasonably
required to carry out the provisions hereof and in each of the
other Interim Financing Credit Documentation and give effect
to the transactions contemplated hereby and thereby.

Time is of the essence in this Interim Financing Term Sheet.

The Interim Financing Credit Documentation constitute the
entire agreement between the parties hereto pertaining to the
matters therein set forth and supersede and replace any prior
understandings or arrangements pertaining to the Interim
Facility. There are no warranties, representations or agreements
between the parties in connection with such matters except as
specifically set forth or referred to in the Interim Financing
Credit Documentation. No representation, warranty, covenant,
term or condition contained herein which is incorporated from
the Pre-Filing PPSA Secured Loan Agreement by reference, or
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relates to the Pre-Filing PPSA Secured Loan Agreement, shall
have any force or effect unless and until (a) the Pre-Filing PPSA
Secured Loan Agreement is assigned in full by Royal Bank of
Canada to Arthur Zwingenberger pursuant to documentation
satisfactory to the Borrower, acting reasonably or (b) Royal
Bank of Canada’s loans are fully discharged and Royal Bank of
Canada has realized on the guarantee given in respect thereof
by Arthur Zwingenberger.

Each of the provisions contained in this Interim Financing
Term Sheet is distinct and severable and a declaration of
invalidity, illegality or unenforceability of any such provision
or part thereof by a court of competent jurisdiction shall not
affect the validity or enforceability of any other provision
hereof.

No person, other than the Borrower, the Interim Lender and the
Indemnified Persons, is entitled to rely upon this Interim
Financing Term Sheet and the parties expressly agree that this
Interim Financing Term Sheet does not confer rights upon any
other party.

Any notice, request or other communication hereunder to any
of the parties shall be in writing and be well and sufficiently
given if delivered in accordance with the notice provisions set
out in the Pre-Filing Secured Loan Agreements in addition to
the notice provisions set forth below:

In the case of the Borrower:

Muskoka Grown Limited

440 Ecclestone Drive, Unit C5
Bracebridge, Ontario
P1L-1Z6

Attention: David Grand
Email: davidgrand@muskokagrown.com

With a copy to: Bennett Jones LLP

3400 — 100 King Street West
Toronto, ON M5X 1A4

Attention: Sean Zweig
Email: zweigs@bennettjones.com
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In the case of the Interim Lender:

Arthur Zwingenberger
Seeburgstr 66
6006 Luzern, Switzerland

with a copy to:

Conroy Shifman Professional Corporation
56 Finch Avenue West
North York, ON M2N 2H2

Attention: Behn Conroy
Email: behn@conroylaw.ca

In the case of the Proposal Trustee:

Farber Group
1600 — 150 York Street
Toronto, ON M5H 385

Attention: Hylton Levy
Email: hlevy@farbergroup.com

with a copy to:

Dentons Canada LLP

77 King Street West, Suite 400
Toronto-Dominion Centre
Toronto, ON M5K 0A1 Canada

Attention: Neil Rabinovitch
Email: neil.rabinovitch@dentons.com

37. GOVERNING LAW This Interim Financing Credit Documentation shall be
governed by, and construed in accordance with, the laws of the
Province of Ontario and the federal laws of Canada applicable
therein.

[Signature page follows]
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SCHEDULE A
DEFINED TERMS

“Administration Charge” means the administration charge on the Collateral in an aggregate
amount not to exceed $300,000.

“Agreed Budget” has the meaning given thereto in Section 12.

“Bankruptcy Sale” means the sale of all or substantially all of the assets of the Borrower pursuant
to a sale approved by the Court.

“Borrower” has the meaning given thereto in Section 1.
“Budget Variance Report” has the meaning given thereto in Section 12.

“Business Day” means a day, excluding Saturday and Sunday, on which banks are generally open
for business in the Province of Ontario.

“Cannabis Act” has the meaning given there in Section 6.
“Claims” has the meaning given thereto in Section 21.

“Collateral” means all present and future assets and property of the Borrower, real and personal,
tangible or intangible, and whether now owned or which are hereafter acquired or otherwise
become the property of the Borrower.

“Court” has the meaning given thereto in the preamble.
“Court Order” and “Court Orders” have the meanings given thereto in Section 19(f).

“D&O Charge” means the directors and officers charge on the Collateral in an aggregate amount
not to exceed $200,000.

“Default” means any event or condition which, with the giving of notice, lapse of time or upon a
declaration or determination being made (or any combination thereof), would constitute an Event
of Default.

“Deposit Account” means the account(s) maintained by the Borrower to which payments and
transfers under the Interim Financing Term Sheet are to be affected, which are specified in writing
by the Borrower to the Interim Lender, or such other account or accounts as the Borrower may
from time to time designate by written notice to the Interim Lender.

“DIP Order” has the meaning given thereto in Section 6.

“Environmental Liabilities” means all liabilities, obligations, responses, remedial and removal
costs, investigation and feasibility study costs, capital costs, operation and maintenance costs and
other costs and expenses, including fines, penalties, sanctions and interest incurred as a result of
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or related to any claim, investigation, proceeding or demand of any Governmental Authority
against the Borrower including, without limitation, arising under or related to any law relating to
the environment or in connection with any substance which is or is deemed under any applicable
law to be, alone or in combination, hazardous, hazardous waste, toxic, a pollutant, a contaminant
or source of pollution or contamination whether on, at, in, under, from or about or in the vicinity
of any real or personal property owned by the Borrower, or any real or personal property that was
previously owned, leased or occupied by the Borrower.

“Event of Default” has the meaning given thereto in Section 22.
“Excise Act” has the meaning given thereto in the definition of License below.
“Funding Conditions” has the meaning given there in Section 7.

“Governmental Authority” means any federal, provincial, state, regional, municipal or local
government or any department, agency, board, tribunal or authority thereof or other political
subdivision thereof and any entity or person exercising executive, legislative, judicial, regulatory
or administrative functions of, or pertaining to, government or the operation thereof.

“Health Canada Licenses” means all material Licenses related to cannabis and issued by Health
Canada, including material Licenses to plant, grow, cultivate, extract, produce, process, store,
destroy, sell, provide, ship, deliver, transport and/or distribute cannabis under applicable law,
including without limitation License Nos. LIC-JUUDDX6LERI-2018-4.

“Indemnified Persons” has the meaning given thereto in Section 21.

“Interest Payment Date” means the last day of each month; provided that, in any case, on the
Maturity Date or, if applicable, any earlier date on which the Interim Facility is fully cancelled or
permanently reduced in full, shall be an Interest Payment Date with respect to all Interim Advances
then outstanding under the Interim Facility.

“Interim Advance” and “Interim Advances” have the meanings given thereto in Section 5.
“Interim Facility” has the meaning given thereto in Section 5.

“Interim Financing Credit Documentation” means this Interim Financing Term Sheet and all
other documents executed by the Borrower in connection with the Interim Facility.

“Interim Financing Fees and Expenses” has the meaning given thereto in Section 8.
“Interim Financing Obligations” has the meaning given thereto in Section 6.
“Interim Lender” has the meaning given thereto in Section 2.

“Interim Lender Charge” has the meaning given thereto in Section 6.

“Key Individuals” has the meaning given there in Section 6.

“Licenses” means all applications, licenses, certificates, permits, registrations and authorizations
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of any kind applicable to the Borrower’s business, including, for certainty, the Health Canada
Licenses, the Saskatchewan Registration and those issued to the Borrower under the Cannabis
Act and the Excise Act, 2001 (Canada) (the “Excise Act”) and, in each case, that are necessary
(legally or as a business necessity) for the sale of the Borrower’s products within those jurisdictions
where the Borrower is presently licensed or registered to sell products.

“Liens” means all mortgages, charges, pledges, hypothecs, assignments by way of security,
conditional sales or other title retention arrangements, security created under any applicable law,
liens, encumbrances, security interests or other interests in property, howsoever created or arising,
whether fixed or floating, perfected or not, which secure payment or performance of an obligation
and, including, in any event:

(a) deposits or transfers of cash, marketable securities or other financial assets under any
agreement or arrangement whereby such cash, securities or assets may be withdrawn,
returned or transferred only upon fulfilment of any condition as to the discharge of any
other indebtedness or other obligation to any creditor;

(b) (1) rights of set-off or (ii) any other right of or arrangement of any kind with any creditor,
which in any case are made, created or entered into, as the case may be, for the purpose
of or having the effect (directly or indirectly) of (A) securing indebtedness, (B)
preferring some holders of indebtedness over other holders of indebtedness or (C)
having the claims of any creditor be satisfied prior to the claims of other creditors with
or from the proceeds of any properties, assets or revenues of any kind now owned or
later acquired (other than, with respect to (C) only, rights of set-off granted or arising
in the ordinary course of business); and

(c) absolute assignments of accounts receivable, in each of the foregoing cases, granted by
the Borrower or against the Collateral.

“Material Adverse Change” means any event, circumstance, occurrence or change which,
individually or in the aggregate, results, or which could reasonably be expected to result, in a
material adverse change in:

(a) the ability of the Borrower to perform any material obligation under this Interim
Financing Term Sheet and any other Interim Financing Credit Documentation or any
Court Order, or the ability of the Borrower to carry out a Proposal or Restructuring
Option;

(b) the validity or enforceability of any of the Interim Lender Charge or the ranking of any
of the Liens granted thereby or the material rights or remedies intended or purported to
be granted to the Interim Lender under or pursuant to such Interim Lender Charge; or

(c) the business, operations, assets, condition (financial or otherwise) or results of
operations of the Borrower, on a consolidated basis.

“Material Contract” means any agreement to which the Borrower is a party, for which breach,
cancellation, termination, non-performance, revocation, cancellation or failure to renew could
reasonably be expected to constitute a Material Adverse Change and includes, but is not limited to
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the following:

1. Master Supply Cannabis Agreement between the Borrower and Ontario Cannabis Retail
Corporation dated December 2, 2019; and

2. Genetic Transfer and Supply Agreement between the Borrower and Experion
Biotechnologies Inc. dated April 14, 2020.

“Maturity Date” has the meaning given thereto in Section 11.
“Maximum Amount” has the meaning attributed thereto in Section 5.
“NOI Proceedings” has the meaning given thereto in the preamble.

“OCS Listings” means the Borrower’s products listed for sale by the Ontario Cannabis Store under
Master Product Call IDs DF_Feb20 100043 (‘705 Kush”), DF_Feb20 100044 (“The Edge”) and
DF Feb20 100045 (“Glueberry OG”) as reflected in the Ontario Cannabis Store’s Product Call
letter to the Borrower dated March 12, 2020.

“Outside Date” has the meaning given thereto in Section 6.

“Permitted Disposition” means (i) inventory sold, leased or disposed of in the ordinary course of
business, provided that the Proposal Trustee is provided advance notice of any bulk sales made to
any person other than the Ontario Cannabis Store, (ii) obsolete equipment which is being replaced
with equipment of an equivalent value, (iii) assets sold, leased or disposed of during a fiscal year
having an aggregate fair market value not exceeding $100,000 for such fiscal year, and (iv) any
other sale, lease or disposition expressly provided for, or permitted to be incurred, in the Agreed
Budget and the Court Orders.

“Permitted Liens” means (i) the Interim Lender Charge; (ii) any charges created under the DIP
Order or other order of the Court in the NOI Proceedings subsequent in priority to the Interim
Lender Charge, the limit and priority of each of which shall be acceptable to the Interim Lender in
its discretion; (iii) valid and perfected Liens existing prior to the date hereof; (iv) inchoate statutory
Liens arising after the Outside Date in respect of any accounts payable arising after the Outside
Date in the ordinary course of business, provided all such amounts are paid as and when due; and
(v) the Permitted Priority Liens.

“Permitted Priority Liens” means: (a) the Priority Charges; (b) statutory super-priority Liens for
unpaid employee source deductions; (¢) Liens for unpaid municipal or county property taxes or
utilities to the extent that are given first priority over other Liens by statute; and (d) such other
Liens as may be agreed to in writing by the Interim Lender. For greater certainty, except as
expressly set forth herein, Liens arising from the construction, repair, maintenance and/or
improvement of real or personal property, shall not be “Permitted Priority Liens”.

“Pre-Filing Creditor” means Arthur Zwingenberger as the lender under the Pre-Filing Mortgage
Secured Loan Agreement and/or Arthur Zwingenberger as the lender under the Pre-Filing PPSA
Secured Loan Agreement, but only to the extent (a) the Pre-Filing PPSA Secured Loan Agreement
is assigned in full by Royal Bank of Canada to Arthur Zwingenberger pursuant to documentation

A-4



379

satisfactory to the Borrower, acting reasonably or (b) Royal Bank of Canada’s loans are fully
discharged and Royal Bank of Canada has realized on the guarantee given in respect thereof by
Arthur Zwingenberger.

“Pre-Filing Mortgage Secured Loan Agreement” means the Amended and Restated Loan
Agreement dated April 19, 2019, between inter alia, Muskoka Grown Limited, as borrower and
Arthur Zwingenberger, as lender, as amended on August 2, 2019, and as may be further amended,
supplemented or otherwise modified, together with all schedules thereto, agreements entered into
pursuant thereto and instruments executed pursuant thereto.

“Pre-Filing PPSA Secured Loan Agreement” means the Royal Bank of Canada Credit
Agreement dated June 20, 2019, between Muskoka Grown Limited, as borrower and Royal Bank
of Canada, as lender, together with all schedules thereto and other agreements entered into and
instruments executed pursuant thereto, as amended and as may be further amended, supplemented,
assigned or otherwise modified.

“Pre-Filing Secured Loan Agreement” means the Pre-Filing Mortgage Secured Loan Agreement
and the Pre-Filing PPSA Secured Loan Agreement, but only to the extent the Pre-Filing PPSA
Secured Loan Agreement is assigned in full to Arthur Zwingenberger.

“Priority Charges” means only the Administration Charge and the D&O Charge.
“Proposal” has the meaning given thereto in Section 11.
“Proposal Trustee” has the meaning given thereto in Section 10.

“Restructuring Option” means any transaction involving the refinancing of the Borrower, the
sale of all or substantially all of the assets of the Borrower or any other restructuring of the
Borrower’s businesses and operations, including any liquidation, bankruptcy or other insolvency
proceeding in respect of the Borrower.

“Revised Budget” has the meaning given thereto in Section 12.

“Saskatchewan Registration” means Licensed Producer Registration No. LP2019-062-028 (ID
L1102-01) issued to the Borrower by the Saskatchewan Liquor and Gaming Authority.

“Updated Budget Default” has the meaning given thereto in Section 22(d).
“Upfront Fee” has the meaning given thereto in Section 16.

“Variance Testing Date” means, collectively, the second Wednesday occurring after the Outside
Date and each Wednesday thereafter.
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SCHEDULE B
FORM OF ORDER

[NTD: Schedule B to be provided by Borrower’s counsel.]
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Estate / Court File No.

Estate / Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST
THE HONOURABLE MR. ) WEDNESDAY, THE 6t
)
JUSTICE KOEHNEN ) DAY OF MAY, 2020

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

IN THE MATTER OF THE NOTICE[S] OF INTENTION TO MAKE A
PROPOSAL OF MUSKOKA GROWN LIMITED, A CORPORATION
INCORPORATED UNDER THE LAWS OF ONTARIO

NOI PROCESS ORDER

THIS MOTION, made by Muskoka Grown Limited (the "Company") pursuant to the
Bankruptcy and Insolvency Act (Canada) R.S.C. 1985, ¢. C-36, as amended (the "BIA") for an
order, inter alia: (i) abridging the time for service and filing of the Notice of Motion and the Motion
Record and dispensing with further service and filing thereof; (ii) approving a super priority
administration charge in the aggregate mount of $300,000; (iii) approving a debtor-in-possession
financing facility and a super priority charge in respect of amounts borrowed under such facility;
(iv) approving a super priority charge in favour of the Company's directors and officers; (v)
authorizing the Company to complete the sale of non-materials assets without Order of this Court
for proceeds not exceeding $500,000 in the aggregate; and (vi) approving the granting of an
extension of the time to file a proposal and the corresponding stay of proceedings to and including

July 19, 2020, was heard this day via video conference.
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ON READING the Notice of Motion, the affidavit of David Ascott sworn May 5, 2020
(the "Ascott Affidavit") and the Exhibits thereto, the First Report (the "First Report") of A.
Farber & Partners Inc. in its capacity as Proposal Trustee (the "Proposal Trustee"), dated May 5,
2020, filed, and on reading the Company's cash-flow statement, appended as Appendix "B" to the
Report, and on being advised that the secured creditors of the Company who are likely to be
affected by the charges created herein were given notice, and on hearing the submissions of counsel
to Company, counsel for the Proposal Trustee, counsel for the DIP Lender, no one appearing for

any other party although duly served as appears from the affidavit of service of Aiden Nelms sworn

May 6, 2020;
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion
Record and the First Report is hereby abridged and validated so that this Motion is properly

returnable today and hereby dispenses with further service thereof.
ADMINISTRATION CHARGE

2. THIS COURT ORDERS that that the Proposal Trustee, the Proposal Trustee’s counsel,
and the Company’s counsel, shall be paid their reasonable fees and disbursements, in each case at
their standard rates and charges, by the Company as part of the costs of these proceedings, both
before and after the making of this Order. The Company is hereby authorized to pay the accounts
of the Proposal Trustee, the Proposal Trustee’s counsel and the Company’s counsel on a weekly
basis, provided that the accounts of the Proposal Trustee and the Proposal Trustee’s counsel as
paid are passed from time to time, and for this purpose the accounts are hereby referred to a judge

of the Ontario Superior Court of Justice (Commercial List) at Toronto, Ontario.

3. THIS COURT ORDERS that the Proposal Trustee, the Proposal Trustee’s counsel and
the Company’s counsel shall be entitled to the benefit of and are hereby granted a charge (the
"Administration Charge") on the current and future assets, undertakings and properties of the
Company of every nature and kind whatsoever (including all real and personal property), and
wherever situate including all proceeds thereof (collectively, the "Property"), which charge shall

not exceed an aggregate amount of $300,000, as security for their professional fees and
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disbursements incurred at their standard rates and charges, both before and after the making of this

Order. The Administration Charge shall have the priority set out in paragraphs 14 and 16 herein.
DIP FINANCING

4. THIS COURT ORDERS that the execution by the Company of the DIP Term Sheet (as
hereinafter defined) is hereby approved, nunc pro tunc, and the Company is hereby authorized and
empowered to perform its obligations under the DIP Term Sheet (subject to obtaining such Court
and other approvals as may be required in connection with any step or transaction contemplated
therein) and to obtain and borrow under the DIP Term Sheet among the Company, as borrower,
and Arthur Zwingenberger as lender (the "DIP Lender"), in order to finance the Company's
working capital requirements (including those of its operating facilities), and other general

corporate purposes and capital expenditures, provided that borrowing under such credit facility

shall not exceed $4,000,000.

5. THIS COURT ORDERS that such credit facility shall be on substantially the terms and
subject to the conditions set forth in the DIP term sheet agreement dated May 5, 2020, and attached
as Exhibit "T" to the Ascott Affidavit (the "DIP Term Sheet"), together with such modifications
as may be agreed upon by the Company and the DIP Lender and consented to by the Proposal

Trustee.

6. THIS COURT ORDERS that the Company and the DIP Lender are hereby authorized
and empowered to execute and deliver such credit agreements, mortgages, charges, hypothecs and
security documents, guarantees and other definitive documents (such documents, together with the
DIP Term Sheet, collectively, the "Definitive Documents"), as are contemplated by the DIP Term
Sheet or as may be reasonably required by the DIP Lender pursuant to the terms thereof together
with such modifications as may be agreed upon by the Company and the DIP Lender and consented
to by the Proposal Trustee, and the Company is hereby authorized and directed to pay and perform
all of its indebtedness, interest, fees, liabilities and obligations to the DIP Lender under and
pursuant to the Definitive Documents as and when the same become due and are to be performed,

notwithstanding any other provision of this Order.

7. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is
hereby granted a charge (the "DIP Lender's Charge") on the Property, which DIP Lender's
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Charge shall not secure an obligation that exists before this Order is made. The DIP Lender's

Charge shall have the priority set out in paragraphs 14 and 16 herein.
8. THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lender may take such steps from time to time as it may deem necessary or
appropriate to file, register, record or perfect the DIP Lender's Charge or any of the

Definitive Documents;

(b) upon the occurrence of an event of default under the Definitive Documents or the DIP
Lender's Charge: (i) the DIP Lender may cease making advances to the Company, and
(i1) the DIP Lender may make demand, accelerate payment and give other notices, and
upon 7 days' notice to the Company and the Proposal Trustee, exercise any and all of
their rights and remedies against the Company or the Property under or pursuant to the
Definitive Documents, including, without limitation, to apply to this Court for the
appointment of a receiver, receiver and manager or interim receiver, or for a bankruptcy
order against the Company and for the appointment of a trustee in bankruptcy of the

Company and not have to wait 10 days to bring such a motion pursuant to section 243

of the BIA; and

(©) the foregoing rights and remedies of the DIP Lender shall be enforceable against any
trustee in bankruptcy, interim receiver, receiver or receiver and manager of the

Company or the Property.

9. THIS COURT ORDERS AND DECLARES that all claims of the DIP Lender pursuant
to the Definitive Documents are not claims that may be compromised pursuant to any proposal
filed by the Company or any plan filed by the Company under the Companies' Creditors
Arrangement Act, R.S.C., 1985, c. C-36, as amended, without the consent of the DIP Lender and,
except as contemplated in the Definitive Documents, the DIP Lender shall be treated as unaffected
in any proposal or plan or other restructuring with respect to any obligations outstanding to the

DIP Lender under or in respect of the Definitive Documents.

10. THIS COURT ORDERS that except to the extent contemplated by the Definitive

Documents, the Company shall not file a proposal or plan in these proceedings or proceed with
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any other restructuring that does not provide for the indefeasible payment in full in cash of the
obligations outstanding under the Definitive Documents as a pre-condition to the implementation
of any such proposal or plan or any other restructuring without the prior written consent of the DIP

Lender.
DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

11. THIS COURT ORDERS that the Company shall indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of the Company after
the commencement of the within proceedings provided that the occurrence giving rise to the
indemnified obligations and liabilities shall have occurred after the effective time of this Order,
except to the extent that, with respect to any officer or director, the obligation or liability was

incurred as a result of the director's or officer's gross negligence or wilful misconduct.

12. THIS COURT ORDERS that the directors and officers of the Company shall be entitled
to the benefit of and are hereby granted a charge (the "Directors' Charge') on the Property, which
charge shall not exceed an aggregate amount of $200,000, as security for the indemnity provided
in paragraph 11 of this Order. The Directors' Charge shall have the priority set out in paragraphs
14 and 16 herein.

13. THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary: (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Directors' Charge; and (b) the Company's directors and officers shall only be entitled to the
benefit of the Directors' Charge to the extent that they do not have coverage under any directors'
and officers' insurance policy, or to the extent that such coverage is insufficient to pay amounts

indemnified in accordance with paragraph 11 of this Order.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

14. THIS COURT ORDERS that the priorities of the Administration Charge, the Directors'
Charge and the DIP Lenders' Charge (collectively, the "Charges"), as among them, shall be as

follows:

First - Administration Charge (up to the maximum amount of $300,000);
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Second - Directors' Charge (up to the maximum amount of $200,000); and
Third - DIP Lenders' Charge.

15. THIS COURT ORDERS that the filing, registration or perfection of the Charges shall not
be required, and that the Charges shall be valid and enforceable for all purposes, including as
against any right, title or interest filed, registered, recorded or perfected subsequent to the Charges

coming into existence, notwithstanding any such failure to file, register, record or perfect.

16. THIS COURT ORDERS that each of the Charges shall constitute a charge on the
Property and such Charges shall rank in priority to all other security interests, trusts, liens, charges
and encumbrances, claims of secured -creditors, statutory or otherwise (collectively,
"Encumbrances"), in favour of any individual, firm, corporation, governmental body or agency,
or any other entities (all of the foregoing, collectively being "Persons" and each being a "Person")

notwithstanding the order of perfection or attachment.

17. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Company shall not grant any Encumbrances over any Property
that ranks in priority to, or pari passu with, any of the Charges, unless the Company also obtains
the prior written consent of the Proposal Trustee and the chargees entitled to the benefit of such

Charges (collectively, the "Chargees"), or further Order of this Court.

18. THIS COURT ORDERS that the Charges shall not be rendered invalid or unenforceable
and the rights and remedies of the Chargees thereunder shall not otherwise be limited or impaired
in any way by: (a) the pendency of these proceedings and the declarations of insolvency made
herein; (b) any application(s) for bankruptcy order(s) issued pursuant to the BIA, or any
bankruptcy order made pursuant to such applications; (c) the filing of any assignments for the
general benefit of creditors made pursuant to the BIA; (d) the provisions of any federal or
provincial statutes; or (e) any negative covenants, prohibitions or other similar provisions with
respect to borrowings, incurring debt or the creation of Encumbrances, contained in any existing
loan documents, lease, sublease, offer to lease or other agreement (collectively, an "Agreement")

which binds the Company, and notwithstanding any provision to the contrary in any Agreement:
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(a) neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of the Definitive Documents shall create or be deemed to constitute a

breach by the Company of any Agreement to which it is a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the Company entering into
the Definitive Documents, the creation of the Charges, or the execution, delivery or

performance of the Definitive Documents; and

(c) the payments made by the Company pursuant to this Order, the Definitive Documents,
and the granting of the Charges, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable or

voidable transactions under any applicable law.

19. THIS COURT ORDERS that any of the Charges created by this Order over leases of real

property in Canada shall only be a charge in the Company's interest in such real property leases.
ADDITIONAL PROTECTIONS

20. THIS COURT ORDERS that the Proposal Trustee shall not take possession of the
Property or be deemed to take possession of the Property, pursuant to any provision of any federal,
provincial or other law respecting, among other things, the manufacturing, possession, processing
and distribution of cannabis or cannabis products including, without limitation, under the Cannabis
Act S.C. 2018, c.16, the Controlled Drugs and Substances Act, S.C. 1996, c. 19, the Excise Tax
Act, the Ontario Cannabis Control Act, S.O. 201 7, c. 26, Sched. 1 or other such applicable federal
or provincial legislation (collectively, the "Cannabis Legislation"), and shall take no part
whatsoever in the management or supervision of the management of the Company's business and
shall not, by fulfilling its obligations hereunder, be deemed to have taken or maintained possession
or control of the Business or the Property, or any part thereof, within the meaning of any Cannabis
Legislation, or otherwise, and nothing in this Order shall be construed as resulting in the Proposal
Trustee being an employer or successor employer within the meaning of any statute, regulation or

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

possession.

22. THIS COURT ORDERS that, in addition to the rights and protection afforded to the DIP
Lender under this Order or at law, the DIP Lender shall incur no liability or obligation as a result
of carrying out of the provisions of this Order, including under any Cannabis Legislation, save and

except for any gross negligence or willful misconduct on its part.
EXTENSION OF TIME TO MAKE A PROPOSAL

23. THIS COURT ORDERS that the time within which to make a proposal pursuant to
section 62(1) of the BIA and the corresponding stay of proceedings provided for in section 69 of
the BIA, be and are hereby extended in accordance with section 50.4(9) of the BIA to and including
July 19, 2020.

SALE OF NON-MATERIAL ASSETS

24, THIS COURT ORDERS that the Company may explore opportunities for the sale of non-
material assets with the prior approval of the Proposal Trustee and the DIP Lender, and may enter
into and complete any transaction for non-material assets for proceeds not exceeding $500,000 in

the aggregate.
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SERVICE AND NOTICE

25. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
"Protocol") is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute an
order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further
orders that a Case Website shall be established in accordance with the Protocol with the

following URL — https://farbergroup.com/engagements/muskoka-grown.

26. THIS COURT ORDERS that the Company and the Proposal Trustee and each of their
counsel are at liberty to serve or distribute this Order, any other materials and orders as may be
reasonably required in these proceedings, including any notices, or other correspondence, by
forwarding true copies thereof by electronic message to the Company's creditors or other interested
parties and their advisors. For greater certainty, any such distribution or service shall be deemed
to be in satisfaction of a legal or judicial obligation, and notice requirements within the meaning
of clause 3(c) of the Electronic Commerce Protection Regulations, Reg. 81000-2-175
(SOR/DORS).

GENERAL

27. THIS COURT ORDERS that the Company or the Proposal Trustee may from time to
time apply to this Court to amend, vary or supplement this Order or for advice and directions in

the discharge of its powers and duties under this Order or in the interpretation or application of

this Order.

28. THIS COURT ORDERS that nothing in this Order shall prevent the Proposal Trustee
from acting as an interim receiver, receiver, receiver and manager, or trustee in bankruptcy of the
Company or the Property or act as monitor if the proceeding is continued under the Companies’

Creditors Arrangement Act.
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29. THIS COURT REQUESTS the aid and recognition of any court or any judicial,
regulatory, or administrative body in any province or territory of Canada and the Federal Court of
Canada and any judicial, regulatory, or administrative tribunal or other court constituted pursuant
to the Parliament of Canada or the legislature of any province and any court or any judicial,
regulatory or administrative body of the United States and the states of other subdivisions of the
United States and of any other nation or state to act in aid of and to be complementary to this Court

in carrying out the terms of this Order.

30. TIIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than (7) seven days' notice to the Company, the Proposal Trustee, the
DIP Lender and any other party or parties likely to be affected by the Order sought or upon such

other notice as this Court may order.

31. THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Toronto time on the date of this Order.
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TO:

DATE:

Dear Sirs:

The undersigned refers to the interim financing term sheet dated as of

392

SCHEDULE C
FORM OF REQUEST FOR ADVANCE

REQUEST FOR ADVANCE

Arthur Zwingenberger, as Interim Lender

, 2020

2020 (the “Term Sheet”) made among Muskoka Grown Limited (the “Borrower”) and Arthur
Zwingenberger, as Interim Lender.

Capitalized terms used in this Request for Advance have the same meanings herein as are
ascribed thereto in the Term Sheet.

1. The Borrower hereby gives you notice pursuant to the Term Sheet that the undersigned
requests an Interim Advance under the Interim Facility (the “Interim Facility Advance”)
in the Term Sheet be deposited into the Deposit Account as follows:

(a) Amount of Interim Advance requested: $
(b) Requested funding date:
(c) Total principal amount currently outstanding (excluding this Interim Facility
Advance): $
(d) Availability remaining under the Interim Facility (excluding this Interim Facility
Advance): $
2. Each of the undersigned, being an officer of the

Borrower, hereby certify to you for and on behalf of the Borrower (and not in his or her
personal capacity) as follows:

(a)

(b)

(c)

all of the representations and warranties contained in the Term Sheet are true and
correct and all of the representations and warranties in the other Interim Financing
Credit Documentation are true and correct in all material respects in each case on
and as of the date hereof and will be true and correct as of the date of the requested
Interim Facility Advance as though made on and as of such date (unless expressly
stated to be made as of a specified date);

no Default or Event of Default has occurred and is continuing or shall result from
the requested Interim Facility Advance;

the Interim Facility Advance shall not cause the aggregate amount of all
outstanding Interim Advances to exceed the Maximum Amount or be greater than

C-1
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the amount shown on the Agreed Budget as at the date of such Interim Facility
Advance;

(d) the Interim Facility Advance is consistent with the Agreed Budget; and
(e) the Borrower is in compliance with the Term Sheet and the Court Orders.

[Signature page follows]

C-2
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The undersigned certifies that [he/she] is , of the Borrower, and that
as such [he/she] is authorized to execute this certificate on behalf of the Borrower. The
undersigned further certifies, represents and warrants on behalf of the Borrower (and not in his or
her personal capacity) that the Borrower is entitled to receive the requested Interim Advance under
the terms and conditions of the Term Sheet.

MUSKOKA GROWN LIMITED

By:

Name:
Title:

[Signature Page for Request for Advance]

C-3
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SCHEDULE D
SUMMARY OF AGREED BUDGET

[NTD: Schedule D to be provided by Borrower.]|

D-1



MUSKOKA GROWN LIMITED
Statement of Projected Cash Flow

For the 13-week period ending July 31, 2020

396

Week No. [ 1 [ 2 [ 3 4 5 6 [ 7 [ 8 9 [ 10 [ 11 12 13
Week Ending | 8May [ 15May [ 22-May 29-May 5-Jun 12-3un [ 19-Jun [ 26-Jun 3Jul [ 10-0ul [ 17-3ul [ 24-ul 31-Jul TOTAL |

Cash In-Flows

Sales - - 15,000 241,160 - - 169,204 201,164 105,600 295,684 225,481 362,026 - 1,615,319

HST Refund - - - - - - - - - - - - 90,000 90,000

Other - - - - - - - - - - - - - -
Total Cash In-Flows - - 15,000 241,160 - - 169,204 201,164 105,600 295,684 225,481 362,026 90,000 1,705,319
Cash Out-Flows

Employee and Management Compensation 153,345 - 118,451 - 127,233 - 133,311 - 138,113 - 138,751 - 138,113 947,315

Utilities - - 35,000 - - 135,328 - - 5,000 130,328 - 5,000 - 310,656

Operational Expenses 27,350 93,250 19,000 20,471 66,072 15,250 11,718 7,938 57,105 51,750 9,000 - 39,491 418,395

SG&A Expenses 25,000 27,900 22,000 49,150 5,000 7,900 2,000 2,000 5,150 7,900 2,000 2,000 5,150 163,150

Insurance 51,000 - 38,000 - - - 16,218 - - - - 16,218 - 121,436

Processing Equipment - Capex - - 130,592 24,000 30,000 20,000 - - - - - - - 204,592
Total Operational Cash Out-Flows 256,695 121,150 363,043 93,621 228,305 178,478 163,247 9,938 205,368 189,978 149,751 23,218 182,754 2,165,544
Operational Cash Flow (256,695) (121,150) (348,043) 147,539 (228,305) (178,478) 5,957 191,226 (99,768) 105,706 75,730 338,808 (92,754)]  (460,225)
Less Total Financing Costs 94,499 2,885 2,885 2,885 36,874 3,846 3,846 3,846 36,963 3,846 3,846 3,846 37,051 237,117
Less Total Restructuring Costs 42,000 190,000 - 105,000 - 90,000 - 80,000 - 80,000 - 75,000 - 662,000
Net Cash Flow (393,193) (314,035) (350,927) 39,654 (265,179) (272,324) 2,111 107,380 (136,730) 21,860 71,884 259,962 (129,805)| (1,359,343)
Debtor-in-Possession Loan (DIP)

Borrowings / (Repayment) 1,500,000 - - - 500,000 - - - - - - - - 2,000,000
Starting Cash Availability (85,777) 1,021,030 706,995 356,068 395,722 630,543 358,219 360,330 467,710 330,979 352,839 424,723 684,685
Ending Cash Availability 1,021,030 706,995 356,068 395,722 630,543 358,219 360,330 467,710 330,979 352,839 424,723 684,685 554,880

This Statement of Projected Cash Flow, prepared in accordance with s.s. 50(6) and/or s.s. 50.4(2) of the
Bankruptcy and Insolvency Act, should be read in conjunction with the Trustee's report on

the reasonableness of the cash flow statement.

A. FARBER & PARTNERS INC., LIT
The Trustee appointed in re the Proposal of

Muskoka Grown Limited

Per: Hylton Levy, CA, CPA, CIRP, LIT

MUSKOKA GROWN LIMITED

Per: David Grand, A.S.O.
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Estate / Court File No. 31-2643278
Estate / Court File No. 31-2643278

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

COMMERCIAL LIST
THE HONOURABLE MR. ) WEDNESDAY, THE 6
)
JUSTICE KOEHNEN ) DAY OF MAY, 2020

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

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A
PROPOSAL OF MUSKOKA GROWN LIMITED, A CORPORATION
INCORPORATED UNDER THE LAWS OF ONTARIO

NOI PROCESS ORDER

THIS MOTION, made by Muskoka Grown Limited (the "Company") pursuant to the
Bankruptcy and Insolvency Act (Canada) R.S.C. 1985, c. C-36, as amended (the "BIA") for an
order, inter alia: (1) abridging the time for service and filing of the Notice of Motion and the Motion
Record and dispensing with further service and filing thereof; (ii) approving a super priority
administration charge in the aggregate mount of $300,000; (iii) approving a debtor-in-possession
financing facility and a super priority charge in respect of amounts borrowed under such facility;
(iv) approving a super priority charge in favour of the Company's directors and officers; (v)
authorizing the Company to complete the sale of non-materials assets without Order of this Court
for proceeds not exceeding $500,000 in the aggregate; and (vi) approving the granting of an
extension of the time to file a proposal and the corresponding stay of proceedings to and including

July 19, 2020, was heard this day via video conference.

ON READING the Notice of Motion, the affidavit of David Ascott sworn May 5, 2020
(the "Ascott Affidavit") and the Exhibits thereto, the First Report (the "First Report") of A.
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Farber & Partners Inc. in its capacity as Proposal Trustee (the "Proposal Trustee"), dated May 5,
2020, filed, and on reading the Company's cash-flow statement, appended as Appendix "B" to the
Report, and on being advised that the secured creditors of the Company who are likely to be
affected by the charges created herein were given notice, and on hearing the submissions of counsel
to Company, counsel for the Proposal Trustee, counsel for the DIP Lender, no one appearing for
any other party although duly served as appears from the affidavit of service of Aiden Nelms sworn

May 6, 2020;
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion
Record and the First Report is hereby abridged and validated so that this Motion is properly

returnable today and hereby dispenses with further service thereof.
ADMINISTRATION CHARGE

2. THIS COURT ORDERS that that the Proposal Trustee, the Proposal Trustee’s counsel,
and the Company’s counsel, shall be paid their reasonable fees and disbursements, in each case at
their standard rates and charges, by the Company as part of the costs of these proceedings, both
before and after the making of this Order. The Company is hereby authorized to pay the accounts
of the Proposal Trustee, the Proposal Trustee’s counsel and the Company’s counsel on a weekly
basis, provided that the accounts of the Proposal Trustee and the Proposal Trustee’s counsel as
paid are passed from time to time, and for this purpose the accounts are hereby referred to a judge

of the Ontario Superior Court of Justice (Commercial List) at Toronto, Ontario.

3. THIS COURT ORDERS that the Proposal Trustee, the Proposal Trustee’s counsel and
the Company’s counsel shall be entitled to the benefit of and are hereby granted a charge (the
"Administration Charge") on the current and future assets, undertakings and properties of the
Company of every nature and kind whatsoever (including all real and personal property), and
wherever situate including all proceeds thereof (collectively, the "Property"), which charge shall
not exceed an aggregate amount of $300,000, as security for their professional fees and
disbursements incurred at their standard rates and charges, both before and after the making of this

Order. The Administration Charge shall have the priority set out in paragraphs 14 and 16 herein.
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DIP FINANCING

4. THIS COURT ORDERS that the execution by the Company of the DIP Term Sheet (as
hereinafter defined) is hereby approved, nunc pro tunc, and the Company is hereby authorized and
empowered to perform its obligations under the DIP Term Sheet (subject to obtaining such Court
and other approvals as may be required in connection with any step or transaction contemplated
therein) and to obtain and borrow under the DIP Term Sheet among the Company, as borrower,
and Arthur Zwingenberger as lender (the "DIP Lender"), in order to finance the Company's
working capital requirements (including those of its operating facilities), and other general

corporate purposes and capital expenditures, provided that borrowing under such credit facility

shall not exceed $4,000,000.

5. THIS COURT ORDERS that such credit facility shall be on substantially the terms and
subject to the conditions set forth in the DIP term sheet agreement dated May 5, 2020, and attached
as Exhibit "T" to the Ascott Affidavit (the "DIP Term Sheet"), together with such modifications
as may be agreed upon by the Company and the DIP Lender and consented to by the Proposal

Trustee.

6. THIS COURT ORDERS that the Company and the DIP Lender are hereby authorized
and empowered to execute and deliver such credit agreements, mortgages, charges, hypothecs and
security documents, guarantees and other definitive documents (such documents, together with the
DIP Term Sheet, collectively, the "Definitive Documents"), as are contemplated by the DIP Term
Sheet or as may be reasonably required by the DIP Lender pursuant to the terms thereof together
with such modifications as may be agreed upon by the Company and the DIP Lender and consented
to by the Proposal Trustee, and the Company is hereby authorized and directed to pay and perform
all of its indebtedness, interest, fees, liabilities and obligations to the DIP Lender under and
pursuant to the Definitive Documents as and when the same become due and are to be performed,

notwithstanding any other provision of this Order.

7. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is
hereby granted a charge (the "DIP Lender's Charge") on the Property, which charge shall not
exceed an aggregate amount of $4,000,000, which DIP Lender's Charge shall not secure an
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obligation that exists before this Order is made. The DIP Lender's Charge shall have the priority

set out in paragraphs 14 and 16 herein.
8. THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lender may take such steps from time to time as it may deem necessary or
appropriate to file, register, record or perfect the DIP Lender's Charge or any of the

Definitive Documents;

(b) upon the occurrence of an event of default under the Definitive Documents or the DIP
Lender's Charge: (i) the DIP Lender may cease making advances to the Company, and
(i1) the DIP Lender may make demand, accelerate payment and give other notices, and
upon 7 days' notice to the Company and the Proposal Trustee, exercise any and all of
their rights and remedies against the Company or the Property under or pursuant to the
Definitive Documents, including, without limitation, to apply to this Court for the
appointment of a receiver, receiver and manager or interim receiver, or for a bankruptcy
order against the Company and for the appointment of a trustee in bankruptcy of the
Company and not have to wait 10 days to bring such a motion pursuant to section 243

of the BIA; and

(©) the foregoing rights and remedies of the DIP Lender shall be enforceable against any
trustee in bankruptcy, interim receiver, receiver or receiver and manager of the

Company or the Property.

0. THIS COURT ORDERS AND DECLARES that all claims of the DIP Lender pursuant
to the Definitive Documents are not claims that may be compromised pursuant to any proposal
filed by the Company or any plan filed by the Company under the Companies' Creditors
Arrangement Act, R.S.C., 1985, c¢. C-36, as amended, without the consent of the DIP Lender and,
except as contemplated in the Definitive Documents, the DIP Lender shall be treated as unaffected
in any proposal or plan or other restructuring with respect to any obligations outstanding to the

DIP Lender under or in respect of the Definitive Documents.

10. THIS COURT ORDERS that except to the extent contemplated by the Definitive

Documents, the Company shall not file a proposal or plan in these proceedings or proceed with
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any other restructuring that does not provide for the indefeasible payment in full in cash of the
obligations outstanding under the Definitive Documents as a pre-condition to the implementation
of any such proposal or plan or any other restructuring without the prior written consent of the DIP

Lender.
DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

11. THIS COURT ORDERS that the Company shall indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of the Company after
the commencement of the within proceedings provided that the occurrence giving rise to the
indemnified obligations and liabilities shall have occurred after the effective time of this Order,
except to the extent that, with respect to any officer or director, the obligation or liability was

incurred as a result of the director's or officer's gross negligence or wilful misconduct.

12. THIS COURT ORDERS that the directors and officers of the Company shall be entitled
to the benefit of and are hereby granted a charge (the "Directors' Charge') on the Property, which
charge shall not exceed an aggregate amount of $200,000, as security for the indemnity provided
in paragraph 11 of this Order. The Directors' Charge shall have the priority set out in paragraphs
14 and 16 herein.

13. THIS COURT ORDERS that, notwithstanding any language in any applicable insurance
policy to the contrary: (a) no insurer shall be entitled to be subrogated to or claim the benefit of
the Directors' Charge; and (b) the Company's directors and officers shall only be entitled to the
benefit of the Directors' Charge to the extent that they do not have coverage under any directors'
and officers' insurance policy, or to the extent that such coverage is insufficient to pay amounts

indemnified in accordance with paragraph 11 of this Order.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

14. THIS COURT ORDERS that the priorities of the Administration Charge, the Directors'
Charge and the DIP Lenders' Charge (collectively, the "Charges"), as among them, shall be as

follows:

First - Administration Charge (up to the maximum amount of $300,000);
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Second - Directors' Charge (up to the maximum amount of $200,000); and
Third - DIP Lenders' Charge (up to the maximum amount of $4,000,000).

15. THIS COURT ORDERS that the filing, registration or perfection of the Charges shall not
be required, and that the Charges shall be valid and enforceable for all purposes, including as
against any right, title or interest filed, registered, recorded or perfected subsequent to the Charges

coming into existence, notwithstanding any such failure to file, register, record or perfect.

16. THIS COURT ORDERS that each of the Charges shall constitute a charge on the
Property and such Charges shall rank in priority to all other security interests, trusts, liens, charges
and encumbrances, claims of secured creditors, statutory or otherwise (collectively,
"Encumbrances"), in favour of any individual, firm, corporation, governmental body or agency,
or any other entities (all of the foregoing, collectively being "Persons" and each being a "Person")

notwithstanding the order of perfection or attachment.

17. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Company shall not grant any Encumbrances over any Property
that ranks in priority to, or pari passu with, any of the Charges, unless the Company also obtains
the prior written consent of the Proposal Trustee and the chargees entitled to the benefit of such

Charges (collectively, the "Chargees"), or further Order of this Court.

18. THIS COURT ORDERS that the Charges shall not be rendered invalid or unenforceable
and the rights and remedies of the Chargees thereunder shall not otherwise be limited or impaired
in any way by: (a) the pendency of these proceedings and the declarations of insolvency made
herein; (b) any application(s) for bankruptcy order(s) issued pursuant to the BIA, or any
bankruptcy order made pursuant to such applications; (c) the filing of any assignments for the
general benefit of creditors made pursuant to the BIA; (d) the provisions of any federal or
provincial statutes; or () any negative covenants, prohibitions or other similar provisions with
respect to borrowings, incurring debt or the creation of Encumbrances, contained in any existing
loan documents, lease, sublease, offer to lease or other agreement (collectively, an "Agreement")

which binds the Company, and notwithstanding any provision to the contrary in any Agreement:
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(a) neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of the Definitive Documents shall create or be deemed to constitute a

breach by the Company of any Agreement to which it is a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the Company entering into
the Definitive Documents, the creation of the Charges, or the execution, delivery or

performance of the Definitive Documents; and

(©) the payments made by the Company pursuant to this Order, the Definitive Documents,
and the granting of the Charges, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable or

voidable transactions under any applicable law.

19. THIS COURT ORDERS that any of the Charges created by this Order over leases of real

property in Canada shall only be a charge in the Company's interest in such real property leases.
ADDITIONAL PROTECTIONS

20. THIS COURT ORDERS that the Proposal Trustee shall not take possession of the
Property or be deemed to take possession of the Property, pursuant to any provision of any federal,
provincial or other law respecting, among other things, the manufacturing, possession, processing
and distribution of cannabis or cannabis products including, without limitation, under the Cannabis
Act S.C. 2018, c.16, the Controlled Drugs and Substances Act, S.C. 1996, c. 19, the Excise Tax
Act, the Ontario Cannabis Control Act, S.O. 201 7, c. 26, Sched. 1 or other such applicable federal
or provincial legislation (collectively, the "Cannabis Legislation"), and shall take no part
whatsoever in the management or supervision of the management of the Company's business and
shall not, by fulfilling its obligations hereunder, be deemed to have taken or maintained possession
or control of the Business or the Property, or any part thereof, within the meaning of any Cannabis
Legislation, or otherwise, and nothing in this Order shall be construed as resulting in the Proposal
Trustee being an employer or successor employer within the meaning of any statute, regulation or

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

possession.

22. THIS COURT ORDERS that, in addition to the rights and protection afforded to the DIP
Lender under this Order or at law, the DIP Lender shall incur no liability or obligation as a result
of carrying out of the provisions of this Order, including under any Cannabis Legislation, save and

except for any gross negligence or willful misconduct on its part.
EXTENSION OF TIME TO MAKE A PROPOSAL

23. THIS COURT ORDERS that the time within which to make a proposal pursuant to
section 62(1) of the BIA and the corresponding stay of proceedings provided for in section 69 of
the BIA, be and are hereby extended in accordance with section 50.4(9) of the BIA to and including
July 19, 2020.

SALE OF NON-MATERIAL ASSETS

24. THIS COURT ORDERS that the Company may explore opportunities for the sale of non-
material assets with the prior approval of the Proposal Trustee and the DIP Lender, and may enter
into and complete any transaction for non-material assets for proceeds not exceeding $500,000 in

the aggregate.
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SERVICE AND NOTICE

25. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
"Protocol") is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute an
order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further
orders that a Case Website shall be established in accordance with the Protocol with the

following URL — https://farbergroup.com/engagements/muskoka-grown.

26. THIS COURT ORDERS that the Company and the Proposal Trustee and each of their
counsel are at liberty to serve or distribute this Order, any other materials and orders as may be
reasonably required in these proceedings, including any notices, or other correspondence, by
forwarding true copies thereof by electronic message to the Company's creditors or other interested
parties and their advisors. For greater certainty, any such distribution or service shall be deemed
to be in satisfaction of a legal or judicial obligation, and notice requirements within the meaning
of clause 3(c) of the Electronic Commerce Protection Regulations, Reg. 81000-2-175
(SOR/DORS).

GENERAL

27. THIS COURT ORDERS that the Company or the Proposal Trustee may from time to
time apply to this Court to amend, vary or supplement this Order or for advice and directions in

the discharge of its powers and duties under this Order or in the interpretation or application of

this Order.

28. THIS COURT ORDERS that nothing in this Order shall prevent the Proposal Trustee
from acting as an interim receiver, receiver, receiver and manager, or trustee in bankruptcy of the
Company or the Property or act as monitor if the proceeding is continued under the Companies’

Creditors Arrangement Act.


http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-protocol/
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29. THIS COURT REQUESTS the aid and recognition of any court or any judicial,
regulatory, or administrative body in any province or territory of Canada and the Federal Court of
Canada and any judicial, regulatory, or administrative tribunal or other court constituted pursuant
to the Parliament of Canada or the legislature of any province and any court or any judicial,
regulatory or administrative body of the United States and the states of other subdivisions of the
United States and of any other nation or state to act in aid of and to be complementary to this Court

in carrying out the terms of this Order.

30. TIIIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than (7) seven days' notice to the Company, the Proposal Trustee, the
DIP Lender and any other party or parties likely to be affected by the Order sought or upon such

other notice as this Court may order.

31. THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Toronto time on the date of this Order.
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	(b) approving a debtor-in-possession facility in the maximum amount of $4,000,000 (the "DIP Loan") and a super-priority charge on the current and future assets, undertakings and property of the Applicant in respect of amounts borrowed under the DIP Lo...
	(c) approving a super-priority administration charge in the aggregate amount of $300,000 on the current and future assets, undertakings and property of the Applicant in favour of the Proposal Trustee (as defined below), counsel to the Proposal Trustee...
	(d) approving a super-priority charge in favour of the Applicant's directors and officers (the "Directors and Officers") in the aggregate amount of $200,000 (the "Directors' Charge"); and
	(e) extending the time for the Applicant to file a proposal under the BIA (as defined below) and the corresponding stay of proceedings (the "Stay Extension") to and including July 19, 2020;

	2. Such further and other relief as this Honourable Court deems just;
	Background

	3. The Applicant is a privately held corporation incorporated under the  Business Corporations Act (Ontario), R.S.O. 1990, c. B.16 and headquartered in Bracebridge Ontario;
	4. The Applicant's business is focused on providing premium craft cannabis products, while building meaningful connections within Muskoka Grown's community;
	5. The Applicant has been cash flow negative since its inception and has relied on equity and debt financing for funding. Notwithstanding the Applicant's efforts to date, Muskoka Grown has not managed to achieve profitability and is now facing a liqui...
	6. To address its liquidity crisis the Applicant filed a notice of intention to make a proposal (the "NOI") on May 5, 2020 pursuant to section 50.4 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA").  A. Farber & Partner...
	7. The Applicant believes that these NOI proceedings, supplemented by the additional relief within the proposed NOI Process Order, provide the best means of rehabilitating Muskoka Grown's business and are in the best interests of all of its stakeholde...
	The DIP Loan and the DIP Lender's Charge

	8. The Applicant requires the DIP Loan to satisfy its immediate payroll obligations, fund the cost of its day-to-day operations, and develop a viable proposal for the restructuring of its business for the benefit of its stakeholders;
	9. Without the DIP Loan, the Applicant will not meet its payroll obligation and will be forced to cease its going concern operations;
	10. The Applicant's senior secured lender, Arthur Zwingenberger ("Zwingenberger"), is supportive of these NOI proceedings and has agreed to provide the DIP Loan in the maximum principal amount of $4,000,000;
	11. The proposed DIP Loan is conditional upon, among other things, the provision of an order of this Court approving the DIP Loan and granting the DIP Lender's Charge up to a maximum amount of $4,000,000 that will rank in priority to all interests and...
	12. The Proposal Trustee is supportive of the DIP Loan and the DIP Lender's Charge and does not believe that creditors will be prejudiced as a result of its approval;
	The Administration Charge

	13. The beneficiaries of the proposed Administration Charge will each play distinct and critical roles in Muskoka Grown's NOI proceedings and restructuring steps, including the development of a proposal, and it is unlikely that they will participate i...
	14. The quantum of the proposed Administration Charge is reasonable in light of the complexity of Muskoka Grown's business and the stringent statutory and regulatory environment in which its business operates;
	15. It is proposed that the Administration Charge will be in priority to all other interests and encumbrances, including the DIP Lender's Charge and the Directors' Charge;
	16. Muskoka Grown, the Proposal Trustee, and Zwingenberger are supportive of the Administration Charge and its quantum;
	The Directors' Charge

	17. The Applicant is seeking the Directors' Charge to secure the indemnity of its directors and officers for liabilities they may incur during these NOI proceedings;
	18. The continued involvement of the Directors and Officers is essential to the success of these NOI proceedings. Without the Directors' Charge, the Directors and Officers are unlikely to assume the risks inherent to these NOI proceedings;
	19. Muskoka Grown and the Proposal Trustee are supportive of the Directors' Charge and its quantum;
	The Stay Extension

	20. The time for the Applicant to file a proposal and the corresponding stay of proceedings expires on June 4, 2020;
	21. The Applicant has acted, and is acting in good faith and with due diligence in seeking to preserve its business on a going concern basis for the benefit of all stakeholders;
	22. The Stay Extension will enhance the prospects of the Applicant being able to make a viable proposal and will not materially prejudice any creditor if granted. Obtaining the Stay Extension at this time will reduce professional fees, for the benefit...
	23. The Proposal Trustee and Zwingenberger support the granting of the Stay Extension;
	OTHER GROUNDS:
	24. The Proposal Trustee supports all of the relief sought by the Applicant on this motion;
	25. The provisions of the BIA, including sections 50.4, 62(1), 64.1, 64.2, 65.13 and 69, and the inherent and equitable jurisdiction of this Honourable Court;
	26. Rules 1.04, 1.05, 2.03, 3.02, 16, 37 and 39 of the Ontario Rules of Civil Procedure, R.R.O 1990, Reg. 194; and
	27. Such further and other grounds as counsel may advise and this honourable Court may permit;
	DOCUMENTARY EVIDENCE:
	28. The following documentary evidence will be used at the hearing of the motion:
	(a) the Affidavit of David Ascott sworn May 5, 2020, and the exhibits attached thereto;
	(b) the First Report of the Proposal Trustee dated May 5, 2020; and
	(c) such further and other evidence as counsel may advise and this Court may permit.
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