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Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO
LIMITED o/a LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a
LORETTA FOODS, 787755 ONTARIO LIMITED o/a NEW DURHAM
TRADING, and o/a NDT FOOD SERVICE and o/a SKYWAY
WHOLESALE and TARBRAC HOLDINGS INC.

IN THE MATTER OF SECTION 243 OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, c. B-3, as amended, and SECTION 101 of the
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C. 43, as amended

NOTICE OF MOTION
(returnable 16 May 2011)

ERNST & YOUNG INC,, ("EYI") in its capacity as receiver and receiver and manager
(in such capacities, the "Receiver") without security, of all of the assets, undertakings and
properties of 2110458 Ontario Limited ("211") o/a Loretta Flour, 2131413 Ontario Limited
(*“213”) o/a Loretta Foods, 787755 Ontario Limited ("787") o/a New Durham Trading, and o/a
NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc. ("Tarbrac", and
together with 211, 213 and 787, the "Debtors”) will make a motion before a Judge presiding
over the Commercial List on 16 May 2011 at 10:00 a.m. or as soon after that time as the motion

can be heard at 330 University Avenue, Toronto, Ontario.

- THE MOTION WILL BE HEARD ORALLY.

THE MOTION IS FOR AN ORDER:

L. abridging the time of service of this Notice of Motion and Motion Record if necessary,
and directing that any further service of this Notice of Motion and the Motion Record be
dispensed with such that this Motion is properly returnable on 16 May 2011;
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2. authorizing and directing the Receiver to enter into an agreement to sell and approving
the sale of the Flour Business (as defined below) of the Debtors (the "Purchased Flour Assets")
to JE Fininvest Ltd. ("JEF"), as those assets are described in the Asset Purchase Agreement
dated 31 March 2011 (the "JEF APA") and attached as Appendix "G" to the Third Report of the
Receiver dated 9 May 2011 (the "Third Report") and carry out the terms of the APA;

3. vesting all of the Debtors’ right, title and interest in and to the Purchased Assets in JE

Fininvest Ltd., free and clear of all encumbrances;

4, vesting all of the Debtors’ right, title and interest in and to the trademarks and design
mark used in the Spice Business (the "Spice Intellectual Property") in Poppa Corn Corp.
("Poppa Corn") as those assets are described in the Bill of Sale dated 15 April 2011 and
attached as Appendix "H" to the Third Report, free and clear of all encumbrances; '

5. sealing the unredacted version of the APA and the Summary of Offers referred to in the

Third Report until the filing with the Court of the Receiver’s Certificate;

6. approving the Third Report and the activities of the Receiver as described therein; and
7. such further and other relief as counsel may advise and this Honourable Court may
permit,

THE GROUNDS FOR THE MOTION ARE:

1. On 10 November 2010, EYI was appointed Interim Receiver of the Debtors by Order of
Mr. Justice Campbell. EYI was appointed Receiver of the Debtors by Order of Mr. Justice
Wilton-Siegel dated 26 November 2010 (the "Receivership Order");

2. On 17 January 2011, Mr. Justice Marrocco approved a marketing and sale process of the
Loretta Flour Division (the "Flour Division") and the Loretta Spice Division (the “Spice

Division”) operated by the Debtors (the "Sales Process Order");

3. following the making of the Sales Process Order, the Receiver took steps to implement

the Sales Process;
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4. pursuant to the Sales Process, the deadline for submission of offers was 4 March 2011;

5. the Receiver received and evaluated expressions of interest and offers in response to the
Sales Process and entered into negotiations with interested parties on revised terms. JEF
submitted a revised offer for the property of the Flour Business that was acceptable to the -

Receiver;

6. the sale of the Purchased Flour Assets pursuant to the APA is commercially reasonable

and is in the best interests of the Debtors and their stakeholders;

7. the Receiver did not receive any offer for the Spice Business that would exceed the
expected proceeds from a liquidation of the Spice Business. Accordingly, the Receiver

proceeded to liquidate the Spice Business;

8. the Receiver engaged Danbury Industrial to auction off the fixed assets and inventory of

the Spice Business. That auction was held on 6 April 2011;

9. the Receiver solicited offers for the Spice Intellectnal Property. Poppa Corn and the
Recejver negotiated an offer for the purchase of the Spice Intellectual Property that was

acceptable to the Receiver;

10. it is appropriate that the unredacted version of the JEF APA and the summary of offers
referred to in the Third Report are sealed until the filing with the Court of the Receiver’s
Certificate;

11.  sections 100 and 137 of the Courts of Justice Act, R.S.0 1990, c. C-43 (the "CJA");
12. rules 1.04, 2.01, 2.03, 3.02 and 37 of the Rules of Civil Procedure (Ontario); and

13.  such further and other grounds as counsel may advise and this Honourable Court may

permit.
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion:
L. the Third Report of Ernst & Young Inc., as Receiver dated 9 May 2011; and

2. the Second Report of Ernst & Young Inc., as Receiver dated 9 February 2011; and

3. such further and other material as counsel may' advise and this Honourable Court may
permit.
9 May 2011 BORDEN LADNER GERVAIS LLP

Barristers and Solicitors
Scotia Plaza

40 King Street West
Toronto, Ontario

M5H 3Y4

Tel.: 416.367.6000
Fax: 416.367.6749

Michael MacNaughton - LSUC No. 25889U
Mary Arzoumanidis - LSUC No. 53915V
Harriet Greenwood - LSUC No. 58915H

Lawyers for Ernst & Young Inc., in its capacity as
Receiver of 2110458 Ontario Limited o/a Loretta
Flour, 2131413 Ontario Limited o/a Loretta Foods,
787755 Ontario Limited ofa New Durham Trading,
and o/fa NDT Food Service and o/a Skyway
Wholesale and Tarbrac Holdings Inc.

TO: THE SERVICE LIST



SERVICE LIST
(updated 9 May 2011)

EMAIL

TO: AIRD & BERLIS LLP
Brookfield Place, 181 Bay Street
Suite 1800, Box 754
Toronto, ON MS5J 2T9

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

Attention: Steven L. Graff
Email: sgraff@airdberlis.com

Attention: Aaron Collins
Email: acollins@airdberlis.com

Lawyers for Bank of Montreal

AND TO: HIMELFARB PROZANSKI LLP
480 University Avenue, Suite 1401
Toronto, ON M5G 1V2

Tel:  (416) 599-8080
Fax:  (416) 599-3131

Attention: Richard Quance
Email; Richard@himprolaw.com

Lawyers for 2110458 Ontario Limited, 2131413 Ontario Limited, 787755 Ontario
Limited and Tarbrac Holdings Inc.
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AND TO: BORDEN LADNER GERVAIS LLP
Scotia Plaza
40 King Street West
Toronto, ON M5SH 3Y4

Tel:  (416) 367-6000
Fax:  (416)367-6749

Attention: Michael MacNaughton

Email: mmacnaughton@blg.com
Attention: Mary Arzoumanidis
Email: marzoumanidis@blg.com
Attention: Harriet Greenwood
Email: hgreenwood{@blg.com

Lawyers for Ernst & Young Inc.

AND TO: ERNST & YOUNG INC.
222 Bay Street, P.O. Box 251
Toronto, ON M5K 1J7

Tel:  (416)943-2134
Fax:  (416)943-3300

Attention: Mike Dean
Email: mike.p.dean@ca.ey.com

Attention; Rahn Dodick

Email: rahn.dodick@ca.ey.com
Receiver
AND TO: GUISEPPE GATTI, TARAGH BRACKEN and PETER NELIPA

¢/o Himelfarb Prozanski LLP
480 University Avenue, Suite 1401
Toronto, ON M5G 1V2

Tel:  (416) 599-8080
Fax:  (416)599-3131

Attention: Richard Quance
Email: richard@himprolaw.com

Lawyers for 2110458 Ontario Limited, 2131413 Ontaric Limited, 787755 Ontario
Limited and Tarbrac Holdings Inc.
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AND TO: LENCZNER SLAGHT ROYCE SMITH GRIFFIN LLP
130 Adelaide St. W., Suite 2600
Toronto, ON M5H 3P5

Tel:  (416) 865-9500
Fax:  (416) 865-9010

Attention: Matthew Lerner
Email: mlerner@litigate.com

Lawyers for Signature Bank

AND TO: COX & PALMER LLP
Purdy's Wharf, Tower 1
1100-1959 Upper Water Sireet
Halifax, NS B3J 3N2

Tel:  (902) 421-6262 ext 5231
Fax:  (902)421-3130

Attention: Gavin MacDonald
Email: gmacdonald@coxandpalmer.com

Lawyers for Maple Trade Finance Inc.

AND TO: ANDRIESSEN & ASSOCIATES, PROFESSIONAL CORPORATION
Barristers and Solicitors
701 Evans Avenue, Suite 900
Toronto, ON M9C 1A3

Tel: {416) 620-7020
Fax: (416) 620-1398

Attention: Scott Young
Email: syoung@andriessen.ca

Lawyers for Applewood National Leasing
and Applewood Holdings Inc.
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AND TO:

AND TO:
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EDWARDS, KENNY & BRAY LLP
Barristers & Solicitors

1040 West Georgia Street

Vancouver, BC V6E 4H3

Tel:  (604) 661-1007
Fax:  (604) 689-5177

Attention: William Hartley
Email: whartley@ekb.com

Lawyers for Travelers Financial Corporation

McLEAN & KERRLLP
Barristers & Solicitors

Suite 2800, 130 Adelaide Street
Toronto, ON MS5H 3P5

Tel: (416) 364-5371
Fax: (416)366-8571

Attention: Linda Galessiere
Email: lgalessiere@mcleankerr.com
Attention: Gus F. Camelino
Email: geamelino@mcleankerr.com

Lawyers for Travelers Financial Corporation

TORKIN MANES LLP
Barristers & Solicitors
151 Yonge Street

Suite 1500

Toronto ON M5C 2W7

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

Attention: David Chaiton
Email: dchaiton@torkinmanes.com

Lawyers for Aureus Financial Corp
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AND TO:

AND TO:

AND TO:
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RICKETTS, HARRIS LLP
Barristers & Solicitors
816-181 University Avenue
Toronto, ON MS5H 2X7

Tel: (416) 364-6211, ext. 246
Fax:

Attention: Robert D. Preston

Email: rdp@rickettsharris.com
Attention: Sam Sasso

Email: ssasso@rickettsharris.com
Attention: Andrea Sanche

Email: asanche@rickettsharris.com

Lawyers for Quest Automotive Leasing Services
Div Of Scarborotown Chrysler Dodge

SUMMIT CREDIT CORPORATION
30 Vogell Road, Suite 1
Richmond Hill, ON L4B 3K6

Attention: Mark Sinkic
Email: marks@summitcreditcorp.com

BRYSAN INDUSTRIAL DEVELOPMENTS LIMITED
9 Robbie Avenue
Toronto, ON MS5H 1Y3

Attention: Kerry Wasserman
Email: kerry@sloangroup.ca

LEASEBANK CREDIT CORPORATION
1100 Burloak Drive, 7th Floor
Burlington, ON L7L 6B2

Attention; Janet Hague
Email: janet.hague(@leasebank.com
Attention: Terry Berman

Email: terry.berman@spartanserviceinc.com
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AND TO: THORNTON GROUT FINNIGAN LLP
Barrister and Solicitors
100 Wellington Street West
Suite 3200
Toronto, ON MSK 1K7

Attention: Grant B. Moffat
Email: gmoffat@tgf.ca

Lawyers for Laurentian Bank of Canada

AND TO: PNC EQUIPMENT FINANCE (formerly National City Commercial Capital)
995 Dalton Ave.
Cincinnati, OH 45203

Attention: Nicole Tierney
Email: nicole.tierney@pnc.com

AND TO: LIFTCAPITAL CORPORATION
300 The East Mall, Suite 401
Toronto, ON M9B 6B7

- Attention: Finella Grosso
Email: ferosso@liftcapital.ca
AND TO: McLEAN & KERR LLP

Barristers & Solicitors
Suite 2800, 130 Adelaide Street
Toronto, ON MS5H 3P5

Tel: (416) 364-5371
Fax: (416) 366-8571

Attention: Linda Galessiere
Email: 1galessiere@mcleankerr.com
Attention: Gus F. Camelino
Email: geamelino@mecleankerr.com

Lawyers for G.N. Johnston Equipment Co. Ltd.

AND TO: DUNLOP & ASSOCIATES
Barristers and Solicitors
3556 Commerce Court
Burlington, ON L7N 3L7
Attention: William D, Dunlop
Email: William.dunlop@dunloplaw.com

Lawyers for MCAP Leasing Inc.
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AND TO:

AND TO:

AND TO:

AND TO:
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DONALD B. GRAY PROFESSIONAL CORPORATION
Barrister and Solicitor

7050 Weston Road, Suite 400

Woodbridge, ON LAL 8G7

Attention: Donald B. Gray

Email: don@dongray.ca

Lawyers for Richard Zinck

GARFIN ZEIDENBERG LLP
Yonge - Norton Centre

5255 Yonge Street, Suite 800
Toronto, ON M2N 6P4

Attention; David Downs
Email: dd@gzlegal.com

Lawyers for National Leasing Group Inc.

ANNE H. STEVENS
Barrister & Solicitor

400 Walmer Rd., Suite 806
Toronto, ONMSP 2X7,

Attention: Anne Stevens
Email: astevens7841@rogers.com

Lawyers for Poppa Corn Corp.

DEPARTMENT OF JUSTICE
Ontario Regional Office

The Exchange Tower

130 King Street West, Suite 3400
Toronto, Ontario

M5X 1K6

Attention: Diane Winters

Email: diane.winters@justice.gc.ca
MINISTRY OF FINANCE

Legal Services Branch
33 King Street West, 6th Floor

Oshawa, Ontario
LL1H 8H5
Attention: Kevin O’Hara

Email: kevin.ohara@fin.gov.on.ca
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AND TO:
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AND TO:
AND TO:

AND TO:

AND TO:

AND TO:

AND TO:
AND TO:
AND TQ:
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Canadian Western Bank
6127 Barlow Trail SE
Calgary, AB T2C 4W§

Canadian Western Bank
285, 2880 Glenmore Trail SE
Calgary, AB T2C 2E7

CIT Financial Ltd,
5035 South Service Road
Burlington, ON L7R 4C8

Daimlerchrysler Financial Services Canada Inc.
2425 Matheson Blvd. E, Ste 300
Mississauga, ON L4W SN7

DCEFS Canada Corp.
2680 Matheson Blvd. E, Ste 500
Mississauga ON L4W OAS

General Motors Acceptance Corporation of Canada, Limited
3300 Bloor Street West — Suite 2800

P.O. Box 5000, Station D

Etobicoke, ON M8X 2X35

GMAC Leaseco Corporation
3250 Bloor Street West, 8th Floor
Toronto, ON M8X 2X35

Hawley Pontiac Buick Cadillac (1983) Litd.
225 Dundas St. East
Mississauga, ON L5A 1W8

Her Majesty The Queen In Right Of Ontario
As Represented By The MOR

33 King St. W, 6th FIr

Oshawa, ON L1H 8H5

Key Equipment Finance Canada Ltd.
1122 International Blvd. Suite 600
Burlington, ON L7L 6Z8

MCAP Leasing Inc.
5575 North Service Rd, Ste 300
Burlington, ON L7L 6M1

Mercedez-Benz Financial
2425 Matheson Blvd. E, Ste 300
Mississauga, ON L4M 5N7

Toyota Credit Canada Inc.
80 Micro Court Suite 200 .
Markham, ON L3R 975
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Travelers Financial (Alberta) Corporation
210, 2880 Glenmore Trail SE
Calgary, AB T2C 2E7

Twin Hills Ford Lincoln Limited
10801 Yonge Street
Richmond Hill, ON L4C 3E3

447111 Ontario Limited
Diamond Suleman

7077 Keele Street, Suite 102
Concord, ON L4K 0B6

Concordian Realty Management Inc.
2180 Steeles Avenue West
Concord, ON L4K 275

Weatta Holdings Inc.
78 Old Kingston Road
Ajax, ON LI1T 278

JEVCO Insurance
4 Robert Speck Parkway, Suite. 100
Mississauga, ON L4Z 151

Attention: Diane Wilder
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Court File No. CV-10-8991-00CL

| ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO
LIMITED (/A LORETTA FLOUR, 2131413 ONTARIO LIMITED O/A
LORETTA FOODS,787755 ONTARIO LIMITED O/A NEW DURHAM

TRADING, AND O/A NDT FOOD SERVICE AND O/A SKYWAY
WHOLESALEAND TARBRAC HOLDINGS INC,

IN THE MATTER OF SECTION 243 OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, as amended, and SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.8.0, 1990, ¢. C. 43, as amended

THIRD REPORT TO THE COURT
OF ERNST & YOUNG INC,, AS RECEIVER

May 9, 2011

BACKGROUND

L.

On November 10, 2010, Bank of Montreal (“BMO”) made an application to the Ontario
Superior Court of Justice (Commercial List) for an order, and the Court made an order,
appointing Emst & Young Inc. (“EYI®) as interim receiver (in such capacity, the
“Interim Receiver”) pursuant to section 47(1) of the Bankruptcy & Insolvency Act
(“BIA”) and pursuant to section 101 of thé Courts of Justice Act (“CJA™) of the assets,

‘undertakings and properties of 2110458 Ontario Limited (“211) ofa Loretta Flour,

2131413 Ontario Limited (“213") o/a Loretta Foods, 787755 Ontario Limited (“787”) o/a
New Durham Trading and o/fa NDT Food Service and o/a Skyway Wholesale, and
Tarbrac Holdings Inc. (“Tarbrac”) (collectively, the “Debtors” or the “Loretta

Group”).
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On November 26, 2010, EY] was appointed as receiver and receiver and manager (the
“Receiver”) of the Debtors pursuant to section 243 of the BIA and section 101 of the
CJA. A copy of the order appointing EYT as the Receiver (the "Receivership Order") is
attached as Appendix “A” to this Report,

The Receivership Order, among other things, authorizes and empowers the Receiver to:

(a) carry out the sale process developed by EY], in its capacity as Interim Receiver,
for the Food Services (as defined below) business of the Debtors substantially in
accordance with the timeline annexed as Schedule “E” to the First Report of the
Interim Receiver dated November 25, 2010 (the “Food Services Timeline™), with
such changes as the Receiver considers necessary in its sole discretion, acting

reasonably; and
(b) sell the Property or any parts thereof outside the ordinary course of business:

() without the approval of the Court in respect of any transaction not
exceeding $250,000, provided that the aggregate consideration for all such

transactions does not exceed $1,000,000; and

(i)  with the approval of the Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable

amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario Personal
Property Security Act shall not be required, and in each case the Ontario Bulk

Sales Act shall not apply.

On January 17, 2011, the Court made an order approving a marketing and sale process of
the “Loretta Flour Division” (the “Flour Business”) and the “Loretta Spice Division”
(the “Spice Business”) of the Debtors (the “Flour and Spice Sale Process Order”). The
Flour and Spice Sale Process Order is attached as Appendix “B” to this Report.

On February 16, 2011, the Court made an order (the “Approval and Vesting Order”),

inter alia, approving the sale of the Food Services business of the Debtors to Rosedale
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Food Company Inc. (“Rosedale”) (the assignee of Jarvis Management Corp., the initial

purchaser) and vesting title to the assets of the Food Services business to Rosedale, free

and clear of all security interests, mortgages, claims, charges, and encumbrances, subject

only to the filing by the Receiver with the Court of a completion of sale certificate. A

copy of the Approval and Vesting Order is attached as Appendix “C” to this Report.

PURPOSE

6. This is the third report of the Receiver. The purpose of this Third Report is to:

(@)

(b)

(©)

(@)

(e)

(f)

report to the Court on the completion of the sale process of the Food Service and

Catering (“Food Services™) business of the Debtors;

report to the Couwrt on the sale process in respect of the Flour and Spice
Businesses of the Debtors and the other initiatives of the Receiver to realize on

the assets of the Spice Business;

report to the Court on the steps taken by the Receiver to collect the offshore
accounts receivable from the Trading Business (as defined below) of the Debtors,

and the results to date from those procedures;

report to the Court on the bankruptcy of Tarbrac’s subsidiary, North Dakota
Holdings Limited (“NDHL"),

provide an update to the Court on the issues encountered by the Receiver with
respect to lease agreements previously entered into by the Debtors, as described in
the Second Report of the Receiver dated February 9, 2011 (the “Second
Report”);

. provide an update to the Court on the disposition of insurance proceeds payable in

connection with the theft of a Harley Davidson motorcycle leased by 787, as

initially described in the Second Report; and
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(2) request that the Court grant an Order:

0

(i)

(iii)

(iv)
)

Terms of Reference

approving the asset purchase agreement (the “JEF APA’;) in respect of the
Flour Business (the “JEF Transaction™) between the Receiver and JE
Fininvest Ltd. (“JEF” or the “Purchaser™);

vesting all of the Debtors’ right, title and interest in and to the assets of the
Flour business to JEF free and clear of all security interests, mortgages,
claims, charges, and encumbrances, as more fully detailed in the draft
order included in the Receiver’s motion materials, subject only to the
filing by the Receiver with the Court of 2 completion of sale certificate,
which will be filed by the Receiver forthwith after the closing of the JEF

Transaction;

vesting all of the Debtors’ right, title and interest in and to the trademarks
and design mark used in the Spice Business (the “Spice Intellectual
Property™) to Poppa Corn Corp. free and clear of all security interests,
mortgages, claims, charges, and encumbrances, as more fully detailed in

the draft order included in the Receiver’s motion materials;
sealing certain confidential appendices to the Third Report; and

approving the activities of the Receiver as described in this Report.

7. In preparing this Third Report, the Receiver has relied upon the books and records of the

Debtors, conversations with operating management and employees of the Debtors, and

other information from various sources. The Receiver has assumed that the information

it has been provided is accurate and complete. The Receiver has not audited, reviewed or

otherwise verified such information.



FOOD SERVICES SALE

8. The sale of the Food Services business to Rosedale closed, and the Receiver filed the

Food Services Sale Completion Certificate with the Court on February 18, 2011. A copy

of the Food Services Sale Completion Certificate is attached hereto as Appendix “D”.

Subsequent to the completion of the sale, the Receiver and Rosedale deait with certain

transitional issues that were not specifically addressed in the asset purchase agreement
(the “Rosedale APA™), These issues include:

(a)

(b)

(c)

Although Rosedale and the Receiver made efforts to communicate with Food
Services customers to achieve a clean cut-off between .pre-closing and post-
closing receipts, a number of customers continued to remit cheques and wire
transfers to the Receiver after the closing date. The Receiver has conveyed all

such amounts to Rosedale;

Although Rosedale is not obligated under the Rosedale APA to provide any
assistance to the Receiver in dealing with Equipment Lessors (as defined below),
it has nonetheless agreed to allow representatives of one Equipment Lessor to
have access to the Mississauga premises of the Debtors (the “Davand Premises™)
for the purposes of atfempting to determine whether any of the Food Services
assets were, in fact, property described in their lease agreements. To avoid
business disruption and to limit its liability, Rosedale has requested that any such
access occur only oufside its normal operating hours and that the Equipment
Lessor execute a release and indemnity agreement with respect to any access to
the roof of the Davand Premises. The Receiver is of the view that these

conditions are reasonable in the circumstances; and

Although the Rosedale APA allows the Receiver access to and use of part of the
head office portion of the Davand Premises until March 31, 2011, Rosedale
agreed to extend this to April 15, 2011 to facilitate the Receiver’s realization

initiatives, as discussed in greater detail below.



FLOUR AND SPICE SALE PROCESS

Identifyving and Contacting Potential Purchasers

10,

11.

12,

3.

14.

15.

In the Second Report, the Receiver provided a general description of the status of its
marketing and sale efforts relating to the Flour and Spice Businesses, including certain
modifications made to improve or refine that process. A more detailed and/or updated

description of that process is set out below,

The Receiver finalized the information memorandum (the “Information
Memorandum™) for distribution to potential purchasers of the Spice Business and/or
Flour Business on January 26, 2010, which was approximately two weeks later than -
contemplated in the timeline approved by the Court and attached as Schedule A to the
Flour and Spice Sale Process Order, due primarily to difficulty in obtaining separate
financial information for Food Services. However, the offer deadline of March 4, 2011

set out in the Flour and Spice Sale Process Order remained unchanged.

The Information Memorandum included detailed descriptions of all the assets of the
Spice Business and Flour Business available for sale, including the intellectual property
utilized in each business. The tender process offered the assets of the Spice Business and

the Flour Business for sale only by en bloc purchase of one or both businesses.

The Receiver advertised the sale process in the national edition of the Globe and Mail on
February 5, 2011 and in Milling and Baking News, a monthly food industry publication,
on February 22, 2011. Copies of these advertisements are attached as Appendix “E” to

this Report.

The Receiver identified and contacted, or was contacted by, 31 parties likely to have an
interest in acquiring the Flour Business and 56 parties likely to have an interest in

acquiring the Spice Business.
Before the offer deadline of March 4, 2011, the Receiver also:

(a) distributed the Information Memorandum to 69 parties who expressed an interest

in further evaluating the opportunity;



(b)
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allowed 25 of the parties who received a copy of the Information Memorandum
and who signed a confidentiality agreement satisfactory to the Receiver to access
an electronic data room containing detailed financial and other information
relating to the Flour and Spice Businesses, including a detailed Spice inventory
listing from a physical count conducted by employees of the Spice Business on

January 31, 2011; and

provided six tours of the Whitby premises of the Debtors (the *“Whitby
Premises™) and eight tours of the other Mississauga business premises of the
debtors (the “Sismet Premises”) to potential purchasers, including two parties

who toured both facilities.

Other Actions of the Receiver

16.

17.

The Receiver also:

(2)

(b)

arranged for an appraisal and auctioneering firm to tour the Sismet Premises and
to provide the Receiver with an appraisal of the Spice production equipment and
racking on an “as is, where is” basis. The Interim Receiver had previously
arranged for the same firm to tour the Whitby Premises and to provide the Interim
Receiver with an appraisal of the Flour production equipment and racking on an

as is, where is basis; and

arranged for two appraisal and auctioneering firms, including the firm that
prepared the appraisals rrientioned above, to tour the Sismet Premises and the
Whitby Premises and requested that those firms provide the Receiver with
proposals for the liquidation of the production equipment, racking and the

remaining inventory at those locations.

The appraisals and liquidation proposals were used by the Receiver (in conjunction with

the Spice inventory count information and the Flour and Spice accounts receivable

balances) to estimate the realizations potentially available if the Spice and/or Flour

Businesses were wound down by the Receiver rather than sold en bloc. The appraisals,
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liquidation proposals and the Receiver’s own realization estimates were not provided to

potential purchasers.

QOffers Received

18.

The deadline for receipt of offers to purchase the Flour and/or Spice Businesses was on
March 4, 2011 at noon Toronto time. On March 4, 2011, the Receiver received certain
offers (collectively, the “Offers™), a number of which were delivered to the Receiver
after noon Toronto time. Attached hereto as Appendix “F” is a summary of the Offers.
In order to prevent any prejudice if the JEF Transaction is not completed, the Receiver
hereby requests that Appendix “F” be sealed by order of this Court pending completion
of the JEF Transaction.

Further Discussions and Negotiations

19.

20.

After considering the Offers, the Receiver advised each of the parties that it was rejecting
all Offers but was willing to commence private negotiations with each of them, with the
intention of reaching an agreement to sell the Flour and/or Spice Businesses on

traditional “as is, where is, no representations, no warranties™ receivership sale terms.

Beginning on March 7, 2011, the Receiver entered into discussions with the parties that
submitted Offers, and with certain other potential purchasers that had expressed strong

interest but had not submitted Offers, in order to:
(a) clarify certain terms and conditions included with their Offers;

(b)  attempt to resolve certain inconsistencies between their respective Offers and the

Receiver’s preferred transaction structure; and

(c) conduct additional facilities tours for certain of the parties who requested such

further access,

with a view to negotiating satisfactory agreements for the sale of the Flour and/or Spice

Businesses.
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The Receiver did not establish a specific deadline for the submission of revised offers
because of the logistics involved in discussions with multiple parties, certain of which
had made Offers in respect of only one business and certain of which had made Offers to

acquire both the Flour and Spice Businesses.

Decision to Liquidate the Spice Business

22.

Based on the Offers received and the status of further discussions, the Receiver
concluded that it was unlikely that an agreement to sell the Spice Business for more than
the expected proceeds from liquidation of the Spice Business could be negotiated on a
timely basis, if at all. Accordingly, the Receiver commenced the liquidation of the Spice
Business (as discussed in greater detail below), notified the potential pﬁrchasers with
whom it had been in discussions of that liquidation, and returned the deposit cheques that

had been submitted with certain of the Offers to the respective offerors.

The JEF Transaction

23.

- 24,

By March 31, 2011, the Receiver and JEF succeeded in negotiating the JEF APA.
Attached hereto and marked as Appendix “G” is a redacted copy of the executed JEF
APA. In order to prevent any prejudice if the JEF Transaction is not completed, the
Receiver hereby requests that the copy of the unredacted JEF APA be sealed by order of

this Court pending completion of the JEF Transaction contemplated therein.

A condition of the JEF APA was that the Purchaser was to obtain the consent of the
landlord of the Whitby Premises to assign the lease. On May 2, 2011 the Purchaser
waived the condition for landlord consent. The only significant remaining condition to
closing is the Receiver obtaining an approval and vesting order from this Honourable

Court in respect of the JEF Transaction,

Receiver’s Conclusion and Recommendation

25.

The Receiver is of the view that the consideration from the JEF Transaction, if
completed, represents the maximum realization available in the circumstances from the

Flour assets:
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the consideration under the JEF APA represents the highest price offered

following a niarketing process in which:

(i) offers were solicited from all parties indicated by the Receiver’s research
to be likely potential purchasers of the Flour Business, including all

known Canadian flour manufacturers; and

(ity  in order to bring the opportunity to purchase the Flour Business to the
attention of industry participants that might not have been identified by the
Receiver, the sale of the Flour Business was advertised in the Globe and

Mail and in a monthly food industry publication; and

the consideration under the JEF APA is substantially higher than the expected
realizations (based on the equipment appraisal obtained, inventory count
conducted and accounts receivable balances for the Flour business) if the Flour

Business assets were liquidated by auction.

In addition, the Receiver notes that the JEF Transaction:

(2)

(b}

is a straightforward cash transaction that:
(D if approved by the Court, can be closed forthwith after such approval; and

(i)  does not involve adjustments for inventory or accounts receivable levels,

and should therefore be inexpensive to close; and

if completed, potentially provides the personnel employed by the Flour Business
with new employment as the Receiver understands that JEF intends to operate the

Flour Business.

Accordingly, the Receiver recommends that the Court grant the requested order,

discussed in further detail below, approving the JEF APA and vesting title in the

purchased assets in and to JEF.
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LIQUIDATION OF THE SPICE BUSINESS

28.

25,

As described above, the Receiver concluded that it was unlikely that an agreement could

be negotiated on a timely basis, if at all, to sell the Spice Business for more than the

expected proceeds from liquidation of the Spice Business. Accordingly, the Receiver

commenced the liguidation of the Spice Business.

In order to liquidate the Spice Business, the Receiver has done the following:

(@)

(b)

(c)

arranged for the employees of the Spice Business to conduct an updated physical
count of the remaining finished goods and raw materials inventory, and to notify
the Receiver of the finished goods that could potentially be produced from the

raw materials inventory;

circulated a list of the remaining finished goods inventory, and potential
additional finished goods that could be produced from the remaining raw
materials inventory, first to the eight major customers that comprise the vast
majority of the remaining accounts receivable of the Spice Business and then to
other major customers, The sales personnel of the Spice Business offered this
remaining inventory to the major customers at a discount, on the condition that
(i) at or before delivery, the customer must provide a certified cheque in the
amount of the full purchase price of the inventory plus the customer’s outstanding
accounts receivable balance; and (ii) before the customer’s order is accepted it

must execute a Bill of Sale satisfactory to the Receiver in respect of the sale;

entered into an agreement with Danbury Industrial (“Danbury”) to sell the
remaining fixed assets and inventory of the Spice Business by auction at the
Sismet Premises on April 6, 2011. The agreement with Danbury provides that
Danbury will pay the Receiver a net minimum amount, and that any auction
proceeds in excess of such net minimum plus a specified amount for Danbury’s
costs and profit will be shared between the Receiver and Danbury on an 85/15
percent basis, respectively. The auction was conducted as scheduled on April 6,

2011. The Receiver has not yet received the final accounting of the auction from
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Danbury, but based on preliminary comments from Danbury the Receiver expects
that the net amount paid to the Receiver by Danbury will be approximately
$100,000;

with the assistance of Danbury, disposed of a substantial quantity of inventory at
the Sismet premises that was many months past its “best before” dates. This
included (i) almost 12,00.0 cases of flax and sunflower seed oil with expiry dates
in early 2010, and (ii) approximately 12 skids of packaged food mixes with expii'y
dates several years before the date of the Receivership Order. The. business

rationale for the Debtors having purchased or retained these items is not known;

the Receiver notes that when an inventory count was conducted at the outset of
the interim receivership, the Spice personnel had apparently been directed by the
Debtors’ management to re-label the cases of flax and sunflower seed oil with
later expiry dates to facilitate its potential future sale. It is the Receiver’s
understanding that none of the re-labelled product was sold during the interim
receivership. Upon its appointment, the Receiver promptly stopped all efforts to
sell this product for human consumption due to health concerns. Danbury, on
behalf of the Receiver, first attempted to negotiate the sale of the flax and
sunflower seed oil to producers of biodiesel fuels but was unable to do so. Asa
result, the Receiver, with Danbury’s assistance, disposed of the expired products

at a nominal cost to the Loretta Group;

terminated the employment by the Debtors of all Spice personnel whe are not

required for thé realization and disposal initiatives described above; and

notified the landlord of the Sismet Premises that the Receiver would vacate the
Sismet Premises and disclaim the lease of the Sismet Premises on April 15, 2011,
and negotiated an agreement with the landlord of the Sismet Premises that the
Receiver would pay rent for the Sismet Premises enly to the date it vacated the

premises. The Receiver vacated the Sismet Premises on April 15 as agreed.
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In addition to the actions described above, the Receiver notified all potential purchasers
of the Spice Business, who were industry participants and who received a copy of the
Information Memorandum, that the Receiver would accept “as is, where is” cash offers
for the Spice Intellectual Property until 11 a.m. Toronto time on March 31, 2011. Only
one of the parties contacted submitted an offer (the “March 31 IP Offer”) by the
deadline. The quantum of the March 31 IP Offer was insufficient to warrant the cost that
would be incurred by the Receiver to complete the transaction, and accordingly the

Receiver notified the offeror that it rejected the March 31 [P Offer.

Following the Receiver’s rejection of the March 31 IP Offer, two other parties who were
previously contacted by the Receiver expressed continued interest in the Spice
Inteltectual Property. One of these parties was Poppa Corn. The Receiver invited offers
from these two parties, and from the party that submitted the March 31 IP Offer, with no

specific deadline.

On April 11, 2011, the Receiver received an offer from Poppa Corn in the amount of
$31,008.01 (“Initial Poppa Corn Offer”), including a deposit of $15,000.00. Neither of

the other two parties contacted submitted an offer.

The terms of the Initial Poppa Corn Offer also required the Receiver to bring a motion
(the “Spice Intellectual Property Motion™)} for an order approving the sale and vesting
title to the Spice Intellectual Property in and to Poppa Corn free and clear of all
encumbrances. In addition, Poppa Corn wished to close its purchase of the Spice
Intellectual Property in advance of the Receiver bringing the Spice Intellectual Property
Motion so that Poppa Corn could begin producing and selling preduct using the Spice

Intellectual Property immediately.

After further negotiations, the Receiver and Poppa Corn entered into a side letter (the
“Side Letter” and together with the Initial Poppa Corn Offer, the “Poppa Corn Offer™)

pursuant to which:
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(a) Poppa Corn agreed to pay an additional $7,500.00 in respect of the fees and
disbursements of the Receiver to make the Spice Intellectual Property Motion;

and

{b) the Receiver agreed, on certain terms, to bring the Spice Intellectual Property
Motion following the closing of the sale of the Spice Intellectual Property to
Poppa Comn.

The Receiver accepted the Poppa Corn Offer on April 14, 2011 and the sale of the Spice
Intellectual Property to Poppa Comn closed on April 15, 2011, Attached as Appendix “H”
are the Receiver’s executed Bill of Sale and Assignment with/to Poppa Corn and the

executed Side Letter.

Based on its efforts to sell the assets of the Spice Business and to sell the Spice
Intellectual Property as described above, the Receiver is of the view that the Poppa Corn
Offer represented the maximum realization of the Spice Intellectual Property available in

the circumstances.

Despite the Receiver agreeing to the Spice Intellectual Property Motion in respect of the
sale to Poppa Corn as set out in the Side Letter, the Receiver, 'with the agreement of
Poppa Corn, will now only seek a vesting order in respect of the sale transaction with
Poppa Corn. Upon further consideration of the issue, the Receiver and Poppa Corn
agreed that there is no need for an order approving the sale transaction since the
Receivership Order authorizes the Receiver to sell property outside the ordinary course of
business of the Debtors without the approval of the Court in respect of any transaction
not exceeding $250,000 and the sale transaction has already closed. Accordingly, the
Receiver recommends that the Court grant the order vesting the Debtors’ right, title and
interest in and to the Spice Intellectual Property in Poppa Corn, free and clear of any

encumbrances.



C-15-

OFFSHORE ACCOUNTS RECEIVABLE

Background

38.

In addition to the accounts receivable related to the Food Services Business (which
accounts receivable were sold to Rosedale pursuant to the Rosedale APA), the Flour
Business (which accounts receivable are proposed to be sold to JEF as part of the JEF
Transaction) and the Spice Business (the remainder of which are being collected by the
Receiver as part of the liquidation described above), the books and records of the Loretta
Group indicate that the Debtors’ assets include approximately U.S. $25.6 million in net
accounts receivable related to the spice and flour trading business (the “Trading
Business”) formerly conducted by 787. Of this amount, the Debtors had factored
approximately U.S. $16.4 million, and received advances from Bank of Montreal

(“BMO™), pursuant to a discounting facility agreement between 787 and BMO.

Description of BMO Factoring Arrangements

39,

40,

The majority of the debt owed to BMO arose under the factoring facility between 787
and BMO. Under this facility, specific invoices insured by the Export Development
Corporation (“EDC”) were sold by 787 to BMO, which paid 90% of the face amount of
each such invoice to 787. The invoice balances were then payable directly to BMO,
which would retain the first 90% of the proceeds plus interest and administrative costs
and pay the remainder to 787. BMO had recourse to the other assets of the Debtors in the
event it was unable to collect 90% of the proceeds of a particular invoice plus interest and
administrative costs. The program was administered for BMO by Brome Financial

Corporation Inc. (“Brome”) as servicing agent.

Pursuant to a tripartite agreement between 787, BMO and EDC, in order for an invoice to
be factored, the customer in question must be known to EDC and both the invoice
amount, and the aggregate amount of all customer invoices factored, must be within
credit limits established by EDC for that customer. iIn addition, the documentation
requirements for an invoice to be factored are substantial, and include, among other

documents:
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(a) a copy of the customer’s purchase order(s) for the goods comprising the invoice;

(&)  a copy of the packing slip(s), including the signature of a representative of the '
customer on each packing slip acknowledging that the goods listed on the packing

slip have been received or picked up by the customer;

(c) a notice indicating that the invoice has been sold to BMO and that payment must
be remitted to a specified bank account (the “Brome Account”) maintained by
Brome as servicing agent for BMO. This notice must be signed by a
representative of 787, and a representative of the customer must sign the notice in
acknowledgment that (i) the goods comprising the inveice were delivered and are
satisfactory to the customer, and (ii) the balance of the invoice will be remitted,
without set-off or any other reduction, to the Brome Account (or as otherwise

directed by BMO) on its due date as specified on the notice.

As at November 10, 2010, invoices with a total face value of approximately U.S.
$16.4 million that had been factored were outstanding. Approximately U.S. §1.7 million
of this amount consisted of invoices owed by PHS Group Inc. (“PHS”). The balance was
owed by a total of 17 customers that were variously located in the United States, Brazil,
Singapore, India and Pakistan. BMO has provided the Receiver with copies of the

factoring documentation for all factored accounts receivable,

Receiver Notices to Factored Accounts Receivable

42,

43,

In early December 2010, after discussion with BMO, the Receiver sent letters to each of
the customers for which factored invoices were outstanding, requesting that payment be
remitted for the outstanding invoices. Each letter explained the appointment of the
Receiver, indicated that BMO had authorized the Receiver to collect the factored
invoice(s) on its behalf, and appended both a copy of the Receivership Order and a copy
of all factoring documentation provided to the Receiver by BMO with respect to the

invoices in question.

To maximize the likelihood that the letters would come to the attention of the customers,

the letters (in each case, with appendices) were sent:
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by courier to the address noted on the invoice, notice and other factoring

documentation;

where one or more fax numbers were indicated on the factoring decumentation or
were otherwise known to Brome, by fax transmission to each such fax number;

and

where one or more e-mail addresses were indicated on the factoring
documentation or were otherwise known to Brome, by e-mail to each such e-mail

address.

As at the date of this Report, the outcome of sending the letters has been as follows:

(a)

(b)

()

no monies have been paid to the Receiver by any of the customers to whom the
letters were sent, and not a single customer has acknowledged that the amount

indicated is in fact owed;

six customers, with factored invoices in the aggregate amount of approximately
U.S. $4.4 million, replied almost immediately to the letter. Three of these
customers were located in the United States, and one was located in each of
Singapore, Brazil and Pakistan. Replies from these customers were variously
received by telephone, by e-mail and/or by couriered letter from counsel to the
customer. Each of these customers indicated (1) that they had no previous

business dealings with 787, (ii) that they had no knowledge of the factoring

arrangements indicated by the documentation appended to the letter, and (iii) that

the individuals who had executed the factoring documentation forwarded by the
Receiver were not employees, officers or directors of their respective

organizations;

one customer replied by e-mail, asserting that the goods had never been shipped,
refusing to pay the invoice, and threatening litigation against the Receiver in India
if the goods ordered were not shipped. The customer did not provide an
explanation as to why, if the goods ordered had not been shipped, the customer

signed the acknowledgment portion of the notice described in paragraph 40(c)
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above. There has been no further communication from this customer and to the

best of the Receiver’s knowledge, no litigation has been initiated;

(d) as discussed in greater detail below, PHS and certain of its affiliates have filed
voluntary petitions for bankruptcy under Chapter 7 of Title 11 of the United
States Bankruptcy Code; and

(] for the remaining ten customers, with factored invoices in the aggregate amount
of approximately U.S. $10.2 million, the courier package was returned as
undeliverable and/or the Receiver was unable to fax the letter because the fax
number indicated was invalid and/or at least one of the e-mails containing the
letter was returned because the e-mail address was invalid. The Receiver has not
received a response from any of these customers. According to the applicable

factoring documentation, all of these customers are located in India or Pakistan,

Chapter 7 Proceedings for PHS and Affiliated Companies

45,

46.

On January 28, 2011, Synergy Brands, inc. (“Symergy™), a Delaware corporation, and
two of its subsidiaries, PHS and SYBR.com Inc. (a New lersey corporation), filed
voluntary petitions for bankruptcy under Chapter 7 of Title 11 of the United States
Bankruptcy Code (“Chapter 7”) in the United States Bankruptcy Court for the Eastern
District of New York (the “EDNY Court”). '

The Chapter 7 filings did not initially involve Synergy’s subsidiary Quality Food Brands,
Inc. (“Quality™), a Nevada corporation based in Monroe, Michigan, which continued to
operate as a going concern. On March 22, 2011, however, Quality commenced an
assignment for the benefit of creditors, a Michigan state-law insolvency proceeding, in
the Monroe County Circuit Court in Monroe, Michigan. On April 5, 2011, certain
creditors of PHS, including Signature, filed an involuntary bankruptcy petition against
Quality in the EDNY Court to force Quality into Chapter 7 bankruptcy. The filing of the
involuntary petition has stayed the Michigan assignment for the benefit of creditors

action. At the moving parties' request, the EDNY Court appointed PHS's Chapter 7
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trustee as the interim Chapter 7 trustee in the Quality case. The EDNY Court has not yet

entered an order for relief granting the involuntary petition.

From its discussions with Mr. Gatti and various employees of the Loretta Group and its
review of the books and records of the Loretta Group, the Receiver understands that
Synergy and its subsidiaries collectively had an extensive business relationship with the

Loretta Group.

The records of the Debtors indicate that the Debtors are owed a net total of approximately
U.S. $1.3 million by Synergy and PHS, including the factored accounts receivable of
approximately U.S. $1.7 million described above that PHS acknowledged and agreed to
pay without set-off. At present it is unclear whether the Debtors will receive any

distribution in respect of these amounts in the various Chapter 7 proceedings.

In addition, the records of the Flour Business indicate a balance of approximately U.S.
$360,000 is owed by Quality, although a representative of Quality had previously
indicated to the Receiver that no amount would be paid to any of the Debtors for reasons
that include alleged set-off and quality defect claims. This account receivable will be sold

to JEF as part of the JEF Transaction,

Other Trading Business Accounts Receivable

50.

51.

In addition to the factored accounts receivable described above, the detailed accounts
receivable listings of the Debtors reflect net Trading Business accounts receivable of
approximately U.S. $9.2 million, representing approximately U.S. $19.2 million due from
customers with positive accounts receivable balances less approximately U.S.
$10.0 million in accounts receivable with credit balances. There is limited overlap

between the customers with positive balances and the customers with credit balances.

Of the customers comprising the U.S. $19.2 million in positive Trading Business

accounts receivable balances:

(a) approximately U.S, $7.4 million represents amounts recorded as being owed by

customers who, in connection with the Receiver’s attempts to collect the factored
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accounts receivable, have already denied ever having done business with the

Debtors, as described in paragraph 44(b) above;

(b)  approximately U.S. $3.0 million represents amounts recorded as being owed by
customers whom the Receiver has been unable to contact in its attempts to collect

the factored accounts receivable, as described in paragraph 44(e) above; and

(c) approximately U.S. $8.75 million represents amounts recorded as being owed by

eight customers with whom the Receiver has had no prior communication.,

Based on the outcome of its attempts to collect the factored accounts receivable owed by
the customers described in the first two categeries above, the Receiver is of the view that
the remaining Trading Business accounts receivable for those customers are not genuine.
Accordingly, given the limited realizations now expected in the Loretta Group, the
Receiver does not intend to expend further professional fees attempting to pursue the

accounts receivable in either of the first two categories above.

The Receiver has sent letters to the eight customers whose accounts comprise the
remaining Trading Business receivables of approximately U.S. $8.75 million, which
letters demand payment of those balances. The Receiver will report further to the Court

in connection with these collection efforts.

BANKRUPTCY OF NDHL

53.

54.

On February 28, 2011, following an application by Brome in its capacity as a creditor of
NDHL, the Registrar of the Court made an order adjudging NDHL bankrupt and
appointing Grant Thornton Inc. as trustee in bankruptcy (the “NDHL Trustee”). Copies
of public information- related to the NDHL bankruptcy can be found at

http://www.grantthornton.ca/services/reorg/bankruptcy_and insolvency/northdakota,

Based on its discussions with the NDHL Trustee, the Receiver understands that Brome,

the first-ranking secured creditor of NDHL, will likely incur a significant shortfall in
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respect of its secured advances to NDHL. Accordingly, it appears unlikely that Tarbrac’s

ownership interest in Brome has any realizable value.

Although the assets of NDHL were not pledged as security for the BMO Loans or the
Signature Loans, NDHL is a wholly-owned subsidiary of Tarbrac and, like the Debtors,

appears to have operated under the overall direction of Mr. Gatti. In addition, certain of

the records of NDHL have been located by the Receiver {or Mr. Gatti has apparently told

the NDHL Trustee they are located) on the premises of the Debtors and certain of the
recorded transactions of NDHL., such as sales of flour to third parties, may have involved
the Debtors.  Accordingly, subject to the funding constraints in the respective
proceedings, the Receiver and the NDHL Trustee have been working cooperatively to

share information to the extent doing so is in the interests of their respective creditors.

UPDATE ON EXPECTED DISTRIBUTIONS

56.

57.

Based on realizations to date in the Loretta Group receivership, and expected realizations
from the remaining assets of the Debtors, unless substantial amounts are collected frdm
the remaining Trading Business receivables described above it is doubtful that aggregate
realizations from the assets of the Debtors will be sufficient to pay the combined amount
of (i) the allocation of the fees and expenses that are subject to the Receiver’s Charge (as
defined in the Receivership Order), and (ii} the aggregate amount borrowed under
Receiver’s Certificates (collectively the “Priority Charges”). Following the sale of the
Flour Business, the Receiver intends to provide a further report to the Court setting out
the basis on which the Receiver proposes to distribute any realization proceeds in excess

of the Priority Charges.

All of the parties that registered financing statements under the Personal Property
Security Act (Ontario) (the “PPSA”) against the Loretta Group are being given notice of
this motion, to ensure that all such parties are made aware on a timely basis of the

potential distribution outcomes described above.
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UPDATE ON LEASED EQUIPMENT ISSUES

Background

58,

59,

In its Second Report, the Receiver described in detail the extensive lease agreements
entered into by the Debtors, the actions taken by the Receiver and its counsel, Borden
Ladner Gervais LLP (*BLG”), in respect of those lease agreements, and the significant
discrepancies and related issues encountered by the Receiver, For the convenience of the

Court, a summary of the issues encountered by the Receiver is set out below.

In combination, the records of the Loretta Group and the registrations made under the
PPSA against the Debtors appear to indicate that as at the date of the Receivership Order,
the Debtors had collectively entered into 34 lease agreements with 19 separate
counterparﬁes (each an “Equipment Lessor”). The number of lease agreements and
counterparties for each of the Debtors, and the nature of the assets that are the subject of

those lease agreements, is summarized in the table provided below,

Operating Equipment Vehicles

Number of Number of Lease Number of Number of Lease
Counterparties Agreements Counterparties Agreements

211

1 1 - -

213

1 1 - -

787

12 20 5 12

60.

61.

BLG has reviewed each lease agreement in the records of the Debtors and has concluded
each of the lease agreements related to operating equipment (referred to collectively, as
the “Equipment Leases™) s properly categorized as a financing lease rather than a true

lease.

Discrepancies and other issues identified by the Receiver in connection with the

equipment described in the Equipment Leases include the following:
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although 787 entered into the majority of the lease agreements related to
equipment used in the operations of the Debtors, the equipment in 787’s lease
agreements includes many items that appear to relate to the Flour Business, which

was carried on by 211, or the Spice Business, which was carried on by 213;

for certain pieces of production equipment, most notably flour rolling mills, the
total number of such machines that have been leased exceeds the total number of

those machines on the Debtors’ premises;

in numerous cases, including the flour rolling mills noted above, there is
equipment on the premises of the Debtors that is similar in some ways (type of
equipment, manufacturer and approximate age) to the descriptions in certain of
the lease agreements. However, the serial numbers or other identifying
information, such as dimensions, of the equipment on the Debtors’ premises do
not match the corresponding information indicated on any of the lease

agreements;

certain of the lease agreements, in some cases involving equipment with large
dollar values, were entered into within a few months before the appointment of
the Interim Receiver on November 10, 2010. Operating management and
employees of the Debtors have told the Receiver that no new equipment of the
nature described in the applicable lease agreements was acquired or installed

during this time;

in virtually all cases neither the lease agreement nor the records of the Debtors
include any documentation to evidence delivery of the equipment other than
supplier invoices and the signatures of Mr. Gatti and/or Mr. Peter Nelipa (the sole
shareholder of 787 and the previous Director of Operations for the Flour
Business) on the various lease documents, and to date the Equipment Lessors
have not been able to provide additional documentation to demonstrate that the

equipment described in the lease agreements was actually delivered;
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the Receiver has conducted preliminary Internet research with respect to the
entit(ies) that issued the invoice(s) evidencing the purchase of the underlying
equipment. In virtually all such cases, a search by the Receiver using a basic
Internet search engine has not revealed any advertising or other information to
indicate that the entity that issued the invoice is in the business of distributing
such equipment.. In many cases, the search was unable to locate the entity at all;

and

in certain cases, the purchase invoice was issued by an entity in which the
Receiver believes, based on documentation on the Debtors’ premises, that Mr.
Gatti has an ownership interest or acts in a management capacity. The Receiver
has not yet clarified with the Equipment Lessors in question whether they were
aware of this relationship and, -if so, whether they satisfied themselves through
other means that the amount financed represented the fair market value of the

equipment,

It appears based on the preceding that all or part of the amounts owed to many of the

Equipment Lessors may in fact be unsecured claims, rather than claims secured by

particular assets of the Debtors.

Additional Actions of the Receiver

63.

64.

Since the date of the Second Report, the Receiver has not been able to identify any

additional information, either in the records of the Debtors or the records provided by the

Equipment Lessors, to assist in locating any of the equipment described in the Equipment

Leases.

The Receiver did notice that in a claim filed in.the Chapter 7 proceedings of PHS

(discussed above), by a party claiming to be an equipment lessor of PHS, included

documentation indicating that certain of the equipment in question was sold to PHS by

787. A copy of the claim in question is attached hereto as Appendix “I”. To the best of

the Receiver’s knowledge, 787 was not in the business of selling equipment, However,

due to the information quality issues described in detail in previous reports of the
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Receiver and the Interim Receiver, the Receiver is not in a position to readily determine:
(i) whether the equipment described on the 787 invoice in Appendix “I” was actually sold
to PHS and, if so, what consideration was received, and (ii) if the equipment was sold,

how it was originally acquired by 787.

Although the unexplained absence of recorded assets appears to be a recurring theme in
the receivership of the Loretta Group, the Receiver understands that in general,
Equipment Lessors may be unwilling to accept the conclusion that the equipment
described in their lease agreements cannot be located unless they have had the
opportunity fo verify those facts themselves. At the request of certain of the Equipment
Lessors, therefore, the Receiver has variously attended the Sismet Prerhises, the Whitby
Premises, and (with the consent of Rosedale, and subject to the conditions required by
Rosedale as described above) is prepared to aftend the Davand Premises with
representatives of those Equipment Lessors to allow them to atiempt to locate or identify
the equipment subject to their respéctive Equipment Leases. To maximize the benefit
from such premises visits and avoid subsequent confusion, the Receiver has required
each Equipment Lessor to provide the Receiver with all documentation related to its
Equipment Lease(s) before the visit. In each visit conducted to date the outcome of the
visit has been consistent with the conclusion previously reached by the Receiver based on

the information previously provided to the Equipment Lessor by the Receiver.

The Receiver continues to analyze the issues relating to the lease arrangements entered
into by the Debtors and is attempting to obtain from the Equipment Lessors any
additional information, such as shipping and/or customs documentation, that may be of
use in locating the equipment. In addition, BLG is reviewing the various PPSA
registrations by the Equipment Lessors to determine the priorities of the Equipment
I.eases (if the underlying equipment is actually on the premises of the Debtors). As noted
above, however, it is possible that realization proceeds will be less than the combined
amount of the Priority Charges, in which case such analyses will no longer be relevant

because there will be no funds available for distribution to any of the Equipment Lessors.
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INSURANCE CLAIM RECEIVABLE

67.  In its Second Report the Receiver discussed certain issues in respect of an insurance

claim (the “Claim”) totalling $19,712 (the “Insurance Proceeds”) payable jointly to 787
and Quest Automotive Leasing Services (“Quest”} by JEVCO Insurance (“JEVCO”) in

connection with the theft of a Harley Davidson motorcycle that 787 leased from Quest.

As at the date of the Second Report, JEVCO had not paid the Insurance Proceeds either

to Quest or to the Receiver.

68.  Upon further review of the issue and the applicable law, the Receiver and its counsel

concluded that the Debtors do not have a claim to the Insurance Proceeds. Accordingly,

Quest was entitled to receive the entire amount comprising the Insurance Proceeds.

RELIEF SOUGHT BY THE RECEIVER

69, The Receiver respectfully requests that this Court grant an order:

(&)
(b}

()

(d

approving the JEF APA;

vesting all of the Diebtors’ right, title and interest in and to the assets of the Flour
Business to JE Fininvest Ltd., free and clear of all security interests, mortgages,
claims, charges, and encumbrances, as more fully detailed in the draft order
included in the Receiver’s motion materials, subject only to the filing by the
Receiver of the JEF Sale Completion Certificate, which will be filed by the

Receiver forthwith after the closing of the transaction;

vesting all of the Debtors’ right, title and interest in and to the Spice Intellectual
Property in Poppa Corn Corp., free and clear of all security interests, mortgages,
claims, charges, and encumbrances, as more fully detailed in the draft order

included in the Receiver’s motion materials;

sealing the summary of offers received by the Receiver for the sale of the Food
Services business and the copy of the unredacted JEF APA until such time as the

Receiver files the JEF Sale Completion Certificate; and
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(e) approving the activities of the Receiver as set out in this Report.

All of which is respectfully submitted this gt day of May 2011,

ERNST & YOUNG INC,, in its capacity as Receiver

and Receiver and Manager of 2110458 Ontario Limited

o/a Loretta Flour, 2131413 Ontario Limited o/a Loretta Foods,
787755 Ontario Limited o/a New Durham Trading and

o/a NDT Food Service and ofa Skyway Wholesale

and Tarbrac Holdings Inc. and not in its personal

or corporate capacity.

Per:
Mike Dean, CAeCIRP
Senior Vice-President
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Court File No.: CV-10-8991-00CL

<

THE HONOURABLE _Md2. ) FRIDAY, THE 26" 7“‘
C )

wsTice AT bywson-dicnet ) . DAY OF NOVEMBER, 2010
ONTARIO

SUPERIOR COURT OF JUSTICE
‘ ' {Commercial List)
BETWEEN: |
SR BANK OF MONTREAL
Applicant
and

2110458 ONTARIO LIMITED O/A LORETTA FLOUR,
2131413 ONTARIO LIMITED O/A LORETTA FOODS,
787755 ONTARIO LIMITED O/A NEW DURHAM TRADING, AND O/A NDT FOOD SERVICE
AND O/A SKYWAY WHOLESAE
AND TARBRAC HOLDINGS INC.

Respondents

ORDER

THIS MOTION made by the Applicant for an Order pursuant to subsection 243(1) of the
Bankruptcy and Insoivency Act, R.S.C. 1985, ¢. B-3, as amended (the "BIA"), and section 101
of the Courts of Justice Act, R.8.0. 1890, ¢. C.43, as amended (the “CJA") appointing Ermnst &
Young Inc. (‘“E&Y") as receiver and receiver and manager (in such capacities, the "Receiver”)
without security, of all of the assets, undertakings and properties of 2110458 Ontario Limlted o/a
Loretta Flour (“2117), 2131413 Ontaric Limited o/a Loretta Foods (“2137), 787755 Ontario
Limited o/a New Durham Trading, NDT Food Service and Skyway Wholesale (“787") and
Tarbrac Holdings Inc. {"Tarbrac’, and, together with 211, 213 and 787, the “Debtors™) was
heard this day at 393 Univérsity Avenue, Toronto, Ontarie.

ON READING the affidavit of Robert Kiefer, sworn November 10, 2010, and the Exhibits
thereto, and the first report of E&Y, dated November 25, 2010 (the “First Report’), prepared in
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its capacity as interim receiver of the Debtors (in such capacity, the “Interim Receiver”), and on

hearing the submissions of counsel for Bank of Montreal —eeunsal—ier—Sgaatum_Bank,_bath. ’#"Iff
secured-erediters-of-the-Bebterar counsel for the Intetim Receiver and proposed Receiver and

counsel for the Debtors, no one else appearing atthough duly served as appears from the

affidavit of service of Stella Kostopoul‘os sworn November 25, 2010, and on reading the consent

of E&Y to act as the Receiver,

SERVICE

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

hereby dispenses with further service thereof.

TITLE OF PROCEEDINGS

2. THIS COURT ORDERS that the title of the within proceedings is hereby amende.d to
such that the Respondents shail be hereafter identiﬁéd as “2110458 ONTARIO LIMITED O/A
LORETTA FLOUR, 2131413 ONTARIO LIMITED O/A LORETTA FOODS, 787755 ONTARIO
LIMITED O/A NEW DURHAM TRADING, AND O/A NDT FOOD SERVICE AND O/A SKYWAY

WHOLESALE AND TARBRAC HOLDINGS INC.".

APPOINTMENT

.3 THIS COURT ORDERS that pursuani to section 243(1) of the BIA and section 101 of
the CJA, E&Y is hereby appointed Receiver, without security, of all of the assets, undertakings
and properties of the Debtors acquired for, or used in relation to a business carried on by the

Debtors, including all proceeds thereof (the ‘Property”).

RECEIVER’S POWERS
4. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not

obligated, to act at once in respect of the Property and, without in any way limiting the generality
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of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:

(a)

(©)

(e)

to take possession of, and exercise control over, the Property and any and all

proceeds, receipts and dishursements arising out of or from the Pfoperty;

to receive, preserve, and protect of the Property, or any part or paris thereof,
including, but not [imited to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent security
personnel, the taking of physical inventories and the placement of such

insurance coverage as may he necessary or desirable;

to manage, operate, and carry on the business of the Debtors, including the
powers to enter into any agreements, incur any obligations in the ordinary course
of business, cease to carry on all or any part of the business, or cease to perform

any contracts of the Debtors;

to engage consqltants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on whatever
basis, including on a temporary‘basis, fo assist with the exercise of the
Receiver's powers and duties, including without limitation those conferred by this

Order:

to purchase or lease such machinery, equipment, inventories, supplies, premises
or other assels to continue the business of the Debtors or any part or parts

thereof,
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(9)

(h)

(i)

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

monies, including, without limitation, to enforce any security held by the Debtors;
to setfle, extend or compromise any indebtedness owing to the Debtors;

to execute, assign, issue and enderse documents of whatever nature in respect
of any of the Praoperly, whether in the Receiver's name or in the name and on

behalf of the Debtors, for any purpose pursuant to this Order;

to undertake environmental or workers' health and safety assessments of the

Property and operations of the Debtors;

to initiate, prosecute and continue the prosecution of any and all proceedings
and to defend ali proceedings now pending or hereafter instituted with respect to
the Debtors, the Property or the Receiver, and.to settle or compromise any such
proceedings. The authority hereby conveyed shall extend to such appeals or
applications for judicial review in respect of any order or judgment pronounced in

any'such proceeding;

to market any or all of the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms

and conditions of sale as the Receiver in its discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or paris thereof

out of the ordinary course of business,
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{i) without the approval of this Court in respect of any transaction not
exceeding $250,000, provided that the aggregate consideration for all

such transactions does not exceed $1,000,000; and

(i) with the approval of this Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable

-amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario Personaf
Property Securily Act shall not be required, and in each case the Ontario Bufk

Sales Act shall not apply.

to apply for any vesting order or other orders necessary to convey the Property
or any part or parts thereof to a purchaser or purchasers thereof, free and clear

of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with suéh affecied Persons (as defined below)

as the Receiver deems appropriate on all matters relating to the Property and the

: receivership, and to share information, subject to such terms as to cohfidentiaiity

as the Receiver deems advisable;

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

against title to any of the Property;

to apply for any pemmits, licences, approvais or permissions as may be required
by any govemmental authority and any renewals thereof for and on behalf of

and, if thought desirable by the Receiver, _in the name of the Debtors;
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to enter into agreements with any trustee in bankruptcy appointed in respect of
the Debtors, including, witheut limiting the generality of the foregoing, the ability
to enter into occupation agreements for any property owned or leased by the

Debtors;

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

Debtors may have;

to conduct examinations of any Person as the Receiver considers necessary or
appropriate, including, without limitation, examinations of Guiseppe Gatti, Peter
Nelipa, Taragh Bracken, Terry Mak, Michae! Falcone or any other current or

former director, officer, employee or independent contractior of the Debtors;

to undertake any investigations deemed necessary by the Receiver with respect
to the location and/or disposition of assets reasonably believed to be, or to have
been, property of the Debtors, including, without limitation, investigating the
transactions enfered into between one or more of the Debtors and North Dakota

Holdings Ltd. (‘NDHL"); and

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

performance of any stafutory obligations.

and in each case where the Receiver takes any such actions or steps, it shall be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

including the Debtors, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

5.  THIS COURT ORDERS that (i) the Debtors, (ii) all of their current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all other persons
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acting on their instructions or behalf, and' (i) all other individuals, firms, corporations,
governmental bodies or égenc‘les, or other eniities having notice of this Order (all of the-
foregoing, collectively, being “Persons” and each being a “Person”) shall forthwith advise the
Receiver of the existence of any Property in such Person"s possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

6. THIS COURT ORDERS that NDHL, its current and former directors, officers, employees
and Independent contractors shall provide such access to books records and documents.
information, documents and assistance to the Receiver as the Receiver may request in
connection with the dealings between NDHL and any of the Debtors and in connection with the

business and affairs of NDHL as they relate to the business and affairs of the Debtors.

7. THIS COURT CORDERS that all Persons, including, without limitation, the current and
former officers, directors ahd employees of any of the Debtors and NDHL shall forthwith advise
the Receiver of the existence of any books, documents, securities, contracts, orders, corporate
and accounting records, and any other papers, records and information of any kind related to
the business or affairs of the Debtors, any transfer of Property outside of the ordinary course of
business or obligation incurred by the Debtors outside of the ordinary course of business, and
any computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the “Records”) in that Pérson‘s
possession of control, énd shall provide to the Receiver or permit the Receiver to make, retain
and take away copies thereof and grant to the Receiver unfettered access to and use of
accounting, computer, software and physical fac'tliﬁes relating thereto, provided however that
nothing in this paragraph 5 or in paragraph 6 of this Order shall require the delivery of Records,

or the granting of access to Records, which may not be disclosed or provided to the Receiver
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due to the privilege attaching to solicitor-client communication or due to statutory provisions

_prohibiting such disclosure.

8. THIS COURT ORDERS that if any Records aré stored or otherwise contained on a
computer or other electronic system of information storage, whether by indebendeni service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained thefein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or
destroy any Records without the prior written consent of the Receiver. Further, for the purposes
of this paragraph, all Persons shall provide the Receiver with all such assistance in gaining
immediate access to the information in the Records as the Receiver may in its discretion require
including providing the Recelver with instructions on the use of any computer or other system
and providing the _Receiver with any and all access codes,' accourt names and account

numbers that may be required to gain access to the information.

9. THIS COURT ORDERS any and all Persons shall render any necessary assistance to
the Receiver to locate, decode, access, and decrypt the Records and any and all information or
electronic data to which the Receiver may not have ready and immediate access, including the
provisions of éfl keys, information codes, passwords, pass phrases, or any other such
information or knowledge necessary to achieve access thereto, and for the purpose of
accessing electronic mail or other data operated or maintained by, or accessibie to, the Debtors
which may contain any of the Records, including, but net limited to, any electronic mail or other
data stored on or pertaining to any email addresses used by the Debtors or their directors,

officers and employees,
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10, THIS COURT ORDERS that no Person shall destroy or alter any books, records,
documents, information, material or Records related fo or touching upon the Propei'ty, the

Debtors, NDHL, or the business, affairs or dealings of the Debtors or NDHL.

11. THIS COURT ORDERS that, notwithstanding the generality of paragraphs 5 to 10

hereof, upon the Receiver's request:

(a) NDHL shall provide copies of all Records in its possession relating to any

transactions with one or mere of the Debtors;

(b} any financial institution which holds or has held accounts for one or more of the
Debtors shall confirm the existence of such account(s) and shall provide copies

of all statements relating to such accouni(s); and

{c) Bell Sympatico, or any other provider of information technology services to the
Débtors shall provide copies of any information related to the business of the

Debtors requested by the Receiver.

NO PROCEEDINGS AGAINST THE RECEIVER

12. THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal {each, a “Proceeding”), shall be commenced or continued against the Recaiver except

with the written consent of the Receiver or with leave of this Court.:

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

13. THIS COURT ORDERS that no Proceeding against or in respect of the Debfors or the
Prdperty shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and alf Proceedings currently under way against or in respect of
the Debtors or the Property are hereby stayed and suspended pending further Order of this

Court.
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NO EXERCISE OF RIGHTS OR REMEDIES

14, THIS COURT ORDERS that all rights and remedigs against the Debtors, the Receiver,
- or affecting the Property,' are hereby stayed and suspended except with the written consent of
the Receiver or leave of this Court, provided however that this stay and suspension does not
apply in respect of any “eligible financial contract’ as defined in the BIA, and further provided
that nothing in this paragraph shall (i) empower the Receiver or the Debtors to carry on any
business which tﬁe Debtors are not lawfully entitled to carry on, (ii) exempt the Receiver or the
Debtors from compliance with statutory or regulatory provisions relating to health, safety or the
environment, (jii) prevent the filing of any registration to preserve or perfect a security interest,

or (iv) prevent the registration of a claim for lien,

NO INTERFERENCE WITH THE RECEIVER

16.  THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any_right. renewal right, contract, agreement,
licence or permit in favour of or held by the Debtors, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES

16.  THIS COURT ORDERS that all Persons having oral of wiitten agreements with the
Debtors or statutory or regulatory mandates for the supply of goods and/or éervices, including
without limitation, all computer softWarg, communication and other data services, centralized
barking services, payroll services, insurance, transportation services, utility or other services to
the Debtors are hereby restrained until further Crder of this Court from discontinuing, alterihg,
interfering with or terminating the supply of such goods or servicés as may be required by the
Receiver, and that the Receiver shall be entitied to the continﬁed use of the Debtors’ current
telephone numbers, facsimile numbers,‘internet addresses and domain names, provided in

each case that the normal prices or charges for all such goods or services received after the
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date of this Order ar'e paid by the Receiver ih accordance with normal payment practices of the
Debtors or such other practices as may be agreed upon by the supplier or service provider and

the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

17. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from
any source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts {o
be opened by the Receiver (the “Post Receivership Accounté") and the monies standing to
the credit of such Post Receivership Accounts from time to time, net of any disbursements
provided for herein, shall be held by the Recsiver to be paid in accordance with the terms of this

Order or any further Order of this Court.

EMPLOYEES

18. THIS COURT ORDERS that all employees of the Debtors shall remain the employees of
the Debtors until such time as the Receiver, on the Debtors' behalf, may terminate the
employment of such employees. The Receivef shall not be liable for any employee-related
liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of the
BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in
respect of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner

Protection Program Act.

PIPEDA _
19. THIS COURT ORDERS that, pursuant fo clause 7(3)(c) of the Canada Personal

Information Protection and Electronic Documernts Act, the Receiver shall disclose personal
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information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to négotiate and attempt to
complete one or more sales of the Property (each, a “Sale”). Each prospective purchaser or
.bidder to whom such persoha[ information is disclosed shail maintain and protect the privacy of
such information and limit the use of such information to its evaluation of the Sale, and if it does
not complete a Sale, shall return all such information to the Receiver, or in the aliernative
destroy all such information. The purchaser of any Property shall be entitied to continue to use
the personal information provided to if, and related {o the Property purchased, in a manner
which is in all material respects identical to the prior use of such information by the Debtors, and
shall return all other personal information to the Receiver, or ensure that all other personal

information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

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

pursuance of the Receiver's duties and powers under this Order, be deemed to be in
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Possession of any of the Property within the meaning of any Environmental Legislation, unless it

is actually in possession.

LIMITATION ON THE RECEIVER'S LIABILITY

21, THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a resuit
of its appointment or the carrying out the prévisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Wage Earmer Protection Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any

other applicable legislation.

RECEIVER'S ACCOUNTS

22, THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid
their reasonable fees and disbursements, in each case at their standard rates and charges, and
that the Receiver and counsel to the Receiver shall be entitled fo and are hereby granted a
charge (the “Receiver's Charge”) on the Property, as security for such fees and disbursements,
both before and afier the making of this Order in respedt of these procéedings, and that the
Receiver's Charge shall form a first charge on the Property in priority to all security interests,
trusts, liens, charges and encumbrances, statutory or otherwise, in favour of any Person, but

~ subject to sections 14.08(7), 81.4(4), and 81.6(2) of the BIA,

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

hereby referred to a judge of the Commercial List of the Ontaric Superior Court of Justice.

24, THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its

fees and disbursements, including legal fees and disbursements, incurred at the normal rates
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and charges of the Receiver or its counsel, and such amounts shall constitute advances against

its remuneration and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

23. THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider ‘necessary or desirable, provided thét the outstanding principal amount does not
exceed $500,000 (or such greater amount as this Court may by further Order authorize) at any
time, at such rate or rates of interest as it deems advisable for such period o.r periods of time as
it may arrange, for the purpose of funding the exercise of the powers and duties conferred updn
the Receiver by this Order, including interim expenditures. The whole of the Properiy shall be
and is hereby chafged by way of a fixed .and specific charge (the “Receiver's Borrowings
Charge') as security for the payment of the monies borrowed, together with interest and
charges thereon, in priority to all security interests, trusts, liens, charges and encumbrances,
statutory or otherwise, in favour of any Person, but subordinate in priority to the Receive.r’s

Charge and the charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

26. THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other 7
security granted by the Receiver in connection with its bbrrowings under this Order shall be

enforced without leave of this Court,

27. THIS COURT ORDERS that the Receiver is at liberty and authorized to issue cerlificates
éubstantially in the form annexed as Schedule “A” hereto (the “Receiver’s Certificates”) for

any amount borrowed by it pursuant to this Order.

28. THIS COURT ORDERS that the monies from time fo time borrowed by the Receiver

pursuant to this Order or any further order of this Court and any and all Receiver’s Certificates
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evidencing the same or any part thersof shall rank on a pari passu basis, unless otherwise

agreed to by the holders of any prior issued Receiver's Certificates.

SALE PROCESS FOR THE “FOCD SERVICE AND CATERING DIVISION”

29.  THIS COURT ORDERS that the sale process déveIOped by E&Y, in its .capacity as the
interim Recelver, as outlined in the First Report, shall be carried out by the Receiver

substantially in accordance with the timeline annexed as Schedule “B” hereto, with such

changes as the Receiver deems appropriate in its sole discretion, acting reasonably.

GENERAL
30. THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

advice and directions in the discharge of its powers and duties hereunder,

31.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting

. as atrustee in bankruptcy of the Debtors.

32.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, fribunal,
regulatory or administrafive body haﬁing jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the ferms of this
" Order. Al courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of
this Court, as may be necessary or desirable to givé effect to this Order or to assist the Receiver

and its agents In carrying out the terms of this Order.

33. THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any cour, tribunal, regulatory or administrative body, wherever located,
for the recognition of this Order and for assistance in carrying out the terms of this Order, and

that the Receiver is authorized and empowered to act as a representative in reépect of the
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within proceedings for the purpose of having these proceedings recognized in a jurisdiction

outside Canada.

34,  THIS COURT ORDERS that the Applicant shall have its costs of this Motibn, up to and
including entry and service of this Order,' provided for by the terms of the Applicant’s security or,
if not so provided by the Applicant's security, then on a substantial indemnity basis to be paid by
the Recéiver from the Debtors' estate with such priority and at s‘uchl time as this Court may

determine.

35. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days’ notice to the Receiver and to any other party

likely to be affected by the order sought or upon such other notice, if any, as this Court may

s A

order,
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SCHEDULE “A”
RECEIVER’'S CERTIFICATE
CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that Ernst & Young Inc., the receiver (the “Receiver”) of the
assets, undertakings and properties 2110458 Ontario Limited o/a Loretta Flour ("211"), 2131413
Ontanio Limited o/a Loretta Foods (“213"), 787755 Ontario Limited o/a New Durham Trading and
NDT Food Service (“787") and Tarbrac Holdings Inc. (“Tarbrac”®, and, fogether with 211, 213
and 787, the “Debtors”) acquired for, or used in relation to a business carried on by the
Debtors, including all proceeds thereof (collectively, the “Property”) appointed by Order of the
Ontario Superior Court of Justice (Commercial List) (the “Court’) dated the __ day of
November, 2010 (the "Order”) made in an action having Court file number __-Cl- , has
received as such Receiver from the holder of this certificate (the “Lender’) the principal sum of
$ , being part of the total principal sum of $ which the Receiver is

authorized to borrow under and pursuant to the Order.

2. The principal sum evidenced by this cerfificate is payable on demand by the Lender with
interest thereon calculated and c,ompo'unded {daily]Imonthly not in advance on the day
of each month) after the date hereof at a notional rate per annum equal to the rate of

per cent above the prime commercial lending rate of Bank of from time to time,

3 Such principal sum with inferest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other cerifficates issued by the Receiver pursuant to
the Order or to any further order of the Court, a charge upon the whole of the Property, in
priority to the security interests of any other person, but subject to the priority of the charges set
out in the Order and in the Bankruptcy and Insolvency Act, and the right of the Recelver to
indemnify itself out of such Property in respect of its remuneration and expenses. |

4, All sums payable in respect of principal and interest under this certificate are payable at
the main office of the Lender at Toronto, Ontario.

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

8. The charge securing this certificate shall operate so as to permit the Receiver to deal
with the Property as authorized by the Order and as authotized by any further or other order of
the Court. |

7. The Receiver does not undertake, and it is not under any personal liability, to pay any
sum in respect of which it may issue certificates under the terms of the Order.

DATED the day of , 20

'ERNST & YOUNG INC,, sclely in its capacity
as Receiver of the Property, and not in its
personal capacity

Per;

Name:
Title:



SCHEDULE “B"

TIMELINE FOR MARKETING AND SALE OF FRESH FOODS AND CATERING DIVISION

November 29 to
December 11, 2010

Prepare brief Confidential Information Memorandum (CIM),
including required terms of sale and timeline for submission
of purchase offers, and brief Investment Overview e-mail for
distribution to prospective purchasers.

Compile list of industry participants that are most likely fo be
prospective purchasers.

Accumulate available due diligence information and populate
electronic data room.

December 14, 2010 to
January 7, 2011

Contact prospective purchasers by phone and e-mail.

Circulate Confidentiality Agreements to interested parties.

Parties executing a Confidentiality Agreement will receive the

CIM and access to the electronic data room.

Provide facility tours, as requested.

January 14, 2011

Deadline for submission of purchaser offers, including
required terms of sale.

January 15, 2011 to
January 28, 2011

Analysis and negotiation of purchaser offers.
Selection of successful purchaser.

Application to Court for approval of sale agreement and
vesting order. : '

Closing of sale transaction.
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APPENDIX “B”



Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE MR. ) MONDAY, THE 17th DAY

)
JUSTICE MARROCCO ) OF JANUARY, 2011

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO
LIMITED o/a LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a
LORETTA FOODS, 787755 ONTARIO LIMITED ¢/a NEW DURHAM
TRADING, and o/a NDT FOOD SERVICE and o/a SKYWAY

WHOLESALE and TARBRAC HOLDINGS INC.

IN THE MATTER OF SECTION 243 OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S8.C, 1985, ¢, B-3, as amended, and SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.8.0., 1990, c. C. 43, as amended

ORDER

THIS MOTION, made by Emst & Young Inc, ("EYI"), in its capacity as recei\{er and
receiver and manager (in such capacities, the "Receiver") without security, of all of the assets,
undertakings and properties of 2110458 Ontario Limited o/a Loretta Flour, 2131413 Ontario
Limited ofa Loretta Foods,‘.787755 Ontario Limited o/a New Durham Trading, and o/a NDT
Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc. (collectively, the "Debtors”)

was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, filed, and the First Report of the Receiver dated
10 January 2011 (the "First Report"), filed, and on hearing the submissions of counsel for the
Receiver and such other counsel as were present, and on reading the affidavit of service of

Miriam Sinclair, sworn on 10 January 2011, filed,



SERVICE
1. THIS COURT ORDERS that the time for service of the Notice of Motion and the

Motion Record be and is hereby abridged such that the motion is returnable today and

that further service thereof is hereby dispensed with.

APPROVAL OF ACTIVITIES
2. THIS COURT ORDERS that the activities of the Receiver, as described in the First

Report, be and are hereby approved.

3, THIS COURT ORDERS that the activities of EY], in its capacity as interim receiver of
the Debitors, as described in the First Report of the Interim Receiver dated 25 November

2010, be and are hereby approved

- APPROVAL OF SALE PROCESS
4. THIS COURT ORDERS that the marketing and sales process, as described in the First

Report and as set forth in the "Timeline for Marketing and Sale of Flour and Spice
Divisions" attached hereto as Schedule "A" (the "Sales Process™), be and is hereby

approved and the Receiver is hereby authorized to implement the Sales Process.

3. THIS COURT ORDERS that nothing in this Order shall require the Receiver to accept

any offer received as a result of the Sales Process.

0
ENTERED AT / INBCRIT A TORON e Q
OOK NO: ) \
) f B NG LE REQISTRE NO ‘ '
jan 17 20



SCHEDULE A

TIMELINE FOR MARKETING AND SALE OF
FLOUR AND SPICE DIVISIONS

January 3 to January 18, 2011

January 19 to February 25, 2011

March 4, 2011

March 5 to April 1, 2011

Prepare brief Confidential Information
Memorandum (CIM), including required
terms of sale and timeline for submission of
purchase offers, and brief Investment
Overview e-mail for distribution to
prospective purchasers.

Compile list of industry participants and
financial investors that are most likely to be
prospective purchasers. ‘

Accumulate  available due  diligence

information.

Contact prospective purchasers by phone and
Investment Overview e-mail,

Circulate Confidentiality Agreements to
interested parties.

Parties  executing a  Confidentiality
Agreement will receive the CIM and access
to additional documentation.

Provide facility tours as requested.

Deadline for submission of purchaser offers
including required terms of sale.

Analysis and negotiation of purchaser offers.

Selection of successful purchaser,

Application to Court for approval of sale
agreement and vesting order.

Closing of sale transaction.
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APPENDIX “C?”



Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR. } WEDNESDAY, THE 16th
)
JUSTICE NEWBOULD : - ) DAY OF FEBRUARY, 2011

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO
LIMITED o/a LORETTA FLOUR, 2131413 ONTARIQ LIMITED o/a
LORETTA FOODS, 787755 ONTARIO LIMITED o/a NEW DURHAM
' TRADING, and o/a NDT FOOD SERVICE and o/a SKYWAY

WHOLESALE and TARBRAC HOLDINGS INC.

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND

APPROVAL AND VESTING ORDER

THIS MOTION, made by Emst & Young Inc., in its capacity as the Court-appointed
receiver (the "Receiver") of the undertaking, property and assets of 2110458 Ontario Limited o/a
Loretta Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 -Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc. (collectively, the "Debtors") for an order approving the sale transaction (the "Transactien™)
contemplated by an agreement of purchase and sale (the "Sale Agreement") between the
Receiver and Jarvis Management Corp. (the "Purchaser") dated January 21, 2011 and appended
to the Second Report of the Receiver datéd February 9, 2011 (the "Second Report"), and vesting
in.Rosedale Food Company Inc. (the Purchaser's assignee), the Debtors' right, title and interest in
and to the assets described in the Sale Agreement (the "Purchased Assets"), was heard this day

at 330 University Avenue, Toronto, Ontario.
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ON READING the Notice of Motion, the Motion Record and the Second Report, and on
hearing the submissions of counsel for the Receiver, and such other counsel as were present, no
one appearing for any other person on the service list, although properly served as appears from’

the Affidavit of Service of Miriam Sinclair sworn February 9, 2011 filed

1. THIS COURT ORDERS that the time for service of the Notice of Motion and th'e
Motion Record be and is hereby abridged such that the motion is returnable today and that

further service thereof is hereby dispensed with

2. THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved,
and the execution of the Sale Agreement by the Receiver is hereby authorized and approved,
with such minor amendments as the Receiver may deem necessary. The Receiver is hereby
authorized and directed to take such additional steps and execute such additional documents as
may be necessary or desirable for the completion of the Transaction and for the conveyance of

the Purchased Assets to the Puréhaser.

3. THIS COURT ORDERS AND DECLARES that upon the delivery of a Receiver’s
certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
"Receiver's Certificate"), all of the Debtors’ right, title and interest in and to the Purchased
Assets described in the Sale Agreement [and listed on Schedule B hereto] shall vest absolutely in ‘
Rosedale Food Company Inc. (the Purchaser's assignee), free and clear of and ﬁﬁm any and all
security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts or
deemed trusts (whether contractual, statutory, or otherwise), liens, executions, levies, charges, or
other financial or monetary claims, whether or not they have attached or been perfected,
registered or filed and whether secured, unsecured or otherwise (collectively, the "Clairﬁs")
including, without limiting the generality of the foregoing: (i) any encumbrances or charges
created by the Order of the Honourable Mr. Justice Wilton-Siegel dated November 26, 2010; (i1)
all charges, security interests or claims evidenced by registrations pursuant to the Personal
Prbperty Security Act (Ontario) or any other personal property registry system (all of which are
collectively referred to as the "Encumbrances™) and, for greater certainty, this Court orders that
all of the Encumbrances affecting or relating to the Purchased Assets are hereby expunged and

discharged as against the Purchased Assets.
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4, THIS COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds from the sale of the Purchased Assets shall stand in the place and stead
of the Purchased Assets, and that from and after the delivery of the Receiver's Certificate all
Claims and Encumbrances shall attach to the net proceeds from the sale of the Purchased Assets
with the same priority as they had with respect to the Purchased Assets immediately prior to the
sale, as if the Purchased Assets had not been sold and remained in the possession or conirol of

the person having that possession or conirol immediately prior to the sale.

3. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of
the Receiver's Certificate, forthwith after delivery thereof.

6. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser all human reéources and payroll information in the
Company's records pertaining to the Debtors' past and current employees employed in relation to
the Food Services and Catering division of the Debtors. The Purchaser shall maintain and
protect the privacy of such information and shall be entitled to use the personal information
provided to it in a manner which is in all material respects identical to the prior use of such

information by the Debtors.
7. THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;
(b)  any applications for a bankruptcy order now or hereafter issued pursuant to the

Bankruptcy and Insolvency Act (Canada) in respect of the Debtor and any

bankruptcy order issued pursuant to any such applications; and
(c)  any assignment in bankruptcy made in respect of the Debtors;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the Debtors and shall not be void or

voidable by creditors of the Debtors, nor shall it constitute nor be deemed to be a seitlement,
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fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or other
reviewable transaction under the Barmkruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constifute oppressive or unfairly

prejudicial conduct pursuant to any applicable federal or provincial legislation.

8. . THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario),

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

its agents in carrying out the terms of this Order.

10. THIS COURT ORDERS that the activities of the Receiver, as described in the Second
Report, be and are hereby approved.

11. THIS COURT ORDERS that the unredacted version of the Sale Agreement, the
summary of offers received and the summary of the Sale Agreement referred to in the Second
Report, be and are hereby sealed from the public record and shall not be opened until the filing
with the Court of the Receiver's Certificate. '

DU T
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Schedule A —~ Form of Receiver’s Certificate

Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE,
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO |
LIMITED o/a LORETTA FLLOUR, 2131413 ONTARIO LIMITED o/a
LORETTA FOODS, 787755 ONTARIO LIMITED o/a NEW DURHAM
TRADING, and o/a NDT FOOD SERVICE and o/a SKYWAY
WHOLESALE and TARBRAC HOLDINGS INC,

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND
- INSOLVENCY ACT, R.S.C, 1985, ¢. B-3, as amended, and SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.8.0. 1990, c. C. 43, as amended

RECEIVER’S CERTIFICATE
RECITALS

A, Pursuant to an Order of the Honourable Mr, Justice Wilton-Siegel of the Ontario Superior
Court of Justice (the "Court") dated November 26, 2010, Ernst & Young Inc., was appointed as
the receiver (the "Receiver") of the undertaking, property and assets of 2110458 Ontario Limited
ofa Loretta Flour, 2131413 Ontaric Limited o/a Loretta Foods, 787755 Ontario Limited o/a New - |
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings

Inc.

B. Pursuant to an Order of the Court dated [DATE], the Court approved the agreement of
purchase and sale made as of January 21, 2011 (the "Sale Agreement") between the Receiver
and Jarvis Ménagement Corp. (the "Purchaser") and provided for the vesting in Rosedale Food
Company Inc. (the Purchaser's assignee), of the Debtor’s right, title and interest in and to the
Purchased Assets, which vesting is to be effective with respect to the Purchased Assets upon the
delivery by the Receiver to the Purchaser of a certificate confirming (i) the payment by the

Purchaser of the Purchase Price for the Purchased Assets; (ii) that the conditions to Closing as set
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" out in Article 8 of the Sale Agreement have been satisfied or waived by the Receiver and the

Purchaser; and (iii} the Transaction has been completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the

Purchased Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in Article 8 of the Sale Agreement have been

satisfied or waived by the Receiver and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the Receiver,
4, This Certificate was delivered by the Receiver at [TIME] on [DATE].

Ernst & Young Inc., in its capacity as
Receiver of the undertaking, property and
assets of 2110458 Ontario Limited o/a Loretia
Flour, 2131413 Ontario Limited o/a Loretta
Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service
and o/a Skyway Wholesale and Tarbrac
Holdings Inc., and not in its personal capacity

Per:

Name:
Title:



Schedule B — Purchased Assets

All assets listed on the attached Appendix A, Fixed Assets Owned as
prepared by the Receiver

all office furniture located on the premises including desks, chairs, filing
cabinets, fax machines, the computers used by John Purley and the Purchasing
Manager, and all monitors

all surveillance cameras & equipment and software that may be available to
run the surveillance system

the Receiver's interest in the lease for the 2008 Toyota FJ Cruiser (439 1136)
Inventory

Accounts receivable of the Purchased Business, excluding Badboys, Jackies
Girls, Sullies and South Street that are older than 60 days

Customer list
Existing telephones and telephone system in place
cash register (monitor with software and a cash box)

the Receiver's interest in the lease for the ARM355n digital photocopier
located in the office area



Cash and Carry

B2

Appendix A - Fixed Assets Owned

Rock’s Beams 10’ x 50° GREEN

Rock’s Posts 16’ x 15" GREEN

Rock’s Beams 12’ x 32° ORANGE

Rock’s Posts 16’ x 10° BLUE

Rock’s Beams 8 x 40° ORANGE

Rock’s posts 15°x 8 BLUE

Display fridges 6 doors per unit: 2 small units, 6 large units

Roof top air conditioner x2
Roof top heaters x 2
Fridge compressors x3

W

Warehouse L

1 x Finished goods fridge #1
1 x Cool down fridge #2

1 x Cold cut fridge #3

1 x Production fridge #4

1 x Freezer #1

. 1 x Freezer #2

Raymond Reach forklift

80 x orange beams

44 x blue beams

80 x blue posts

Production

16 x Steel tables

1 x Wood top table
2 x Wood top table
5 x Wood top table

Hurricane Wrapping Machine

10 ft Conveyor

Kitchen
8 x Stainless steel tables

58" x 20°

Tx18
12’ x 10°
18’ x 24’
222 x 19
200 x 200

8’
12’
8’
5’

8-

1 x Stainless steel tables plus hood g

5 x Stainless steel tables

3 x Wooden table top

2 x Wooden table top

1 x Wooden table top

1 x Hobart Food Processor
2 x Sunfire double oven

5’
10°
5,
4!

Lincoln double oven (toaster)

Automatic meat pounder



Kitchen Continued

1 x 8 quarts mixer

2 x 60 gallon soup kettle
Automatic Hobart shredder
4 x Tilt Skillets

3 X Automatic Slicers

1 x 80 quarts Mixer

Large pot dishwasher

Meat Slicer

Meat Grinder

Chicken Mixer

2 x Pressure fryer

Regular fryer

4 Burner gas stove oven

BBQ 36” grill

Griddle 48”

Hobart Large Oven RO/T

2 x Suppression systems

B3
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APPENDIX “D”



Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO
LIMITED o/a LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a
LORETTA FOODS, 787755 ONTARIO LIMITED o/a NEW DURHAM
TRADING, and o/a NDT FOOD SERVICE and o/a SKYWAY
WHOLESALE and TARBRAC HOLDINGS INC.

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, c. B-3, as amended, and SECTION 101 OF THE
‘COURTS OF JUSTICE ACT, R.S8.0. 1990, c. C. 43, as amended

RECEIVER’S CERTIFICATE

RECITALS

A, Pursuant to an Order of the Honourable Mr. Justice Wilton-Siege! of the Ontario Superior
Court of Justice (the "Court") dated November 26, 2010, Ernst & Young Inc., was appointed as
the receiver (the "Receiver") of the undertaking, property and assets 0f 2110458 Ontario Limited
o/a Loreita Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc.

B. Pursuant to an Order of the Honourable Mr., Justice Newbould dated February 16, 2011,
the Court approved the agreement of pﬁrchase and sale made as of January 21, 2011 (the "Sale
Agreement") between the Receiver and Jarvis Management Corp. (the "Purchaser") and
provided for the vesting in Rosedale Food Company Inc. (the Purchaser's assignee), of the
Debtor’s right, title and interest in and to the Purchased Assets, which vesting is to be effective
with respect to the Purchased Assets upon the delivery by the Receiver to the Purchaser of a
~ certificate confirming (i) the payment by the Purchaser of the Purchase Price for the Purchased
Assets; (ii) that the conditions to Closing as set out in Article 8 of the Sale Agreement have been



-2-

satisfied or waived by the Receiver and the Purchaser; and (iii) the Transaction has been

completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the

Purchased Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in Article 8 of the Sale Agreement have been

satisfied or waived by the Receiver and the Purchaser; and
3. The Transaction has been completed to the satisfaction of the Receiver.

4. This Certificate was delivered by the Receiver at 2:5¢ pmon February 18, 2011.

ERNST & YOUNG INC,, in its capacity as
Receiver of the undertaking, propexty and
assets of 2110458 Ontarie Limited o/a Loreita
Flour, 2131413 Ontario Limited o/a Loretta
Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service
and o/a Skyway WholeSale and Tarbrac

Holdian t ifligé personal capacity
Per: 4 '

Mike Dean, CA e CIRP \
Senior Vice President

R COy
0 R
E:UpEmEUﬁ?(-_\
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Classifieds

EmpLOYMENT

I i %
MICHAEL HOLM & ASSOCIATES
“Recruiting for the Baking Industry Since 19797
Companies from the Ingredient, Equipment, Wholesale, Retail and In-Store segments of the Baking
Industry use Michael Holm & Associates to locate the best available taleni. We constantly need
qualified ¢andidates in the following areas;

PRODUCTION SALES/MARKETING MAINTENANCE
SANITATION R&D/QA DISTRIBUTION EXECUTIVE

All fees and relocation company paid. = Phone (630) 663-1195  Fax (630) 663-1198
E-mail:recruit@holmandassociates.com  * www.holmandassociates.com
MICHALRL HOLM & ASSOCIATES 2050 W. 75" Street Woodridge, THinois 60517

ortunities

With over 40 years experience, we're proven leaders in the grain, milling,
feed and food industries from entry level to executive level. Inquiries are

ENGINEERING

career opp

confidential. Fees are paid by our client companies. Visit our website or con-
tact our nearest office toll free and let our entire network go to work for you.

AVL‘. AGRl-associates®

v AMERICR'S RECRUIT TANTS since 1562
Denver 800-354-8039 Minneapolis 651-731-3211
Florida 941-412-8210 Omaha  B00-282-4075
Kansas Gity 800-550-7980 Pittsburgh  866-318-0800
Memphis 80(~792-2474 Spattle  509-285-5657

Aflantz  800-562-1590
California 866-909-6789
Daltas BOO-561-7568
Davenport 800-728-0363

HARP
ERRCH.

Executive Search & Placement
) N
the baking industry expert

With 25 years of industry experience we know
how to find the right people for your operation
Ro matter what area Executive, Sales/Marketing,
Technical Service, Operations, Production, QA,
R&D, Sanitation. Let us help you find your key
people while you concentrate on your business.

Email us at panl@sharpsearch.us
or call 630-517-4822

Classified Advertising

I Gets Results FAST!!!

International offices in The Netherlands + Germany » israel s Poland « Hungaty « India » Singapare

Visit us at www.agriassociates.com

Finance

Contact Lily O'Kane at
I Phone: 630-717-8811 or Fax: 630-717-8822
or Email: [okane@sosland.com

Cn November 26, 2010, Ernst & Young Inc, {"EY1") was
appeinted as receiver and receiver and manager (the
“Receiver™) of 2110458 Ontario Limited ("Loretta Flour™),
2131413 Ontario Limited ("Loretta Foods™), 787755 Ontario
Limited and Tarbrac Heldings Inc., {collectively, the "Loretta
Group™), pursuant to section 243 of the Bankruptcy &
insolvency Act and section 101 of the Courts of Justice Act.

The Loretta Group has two remaining cperating companies:
Loretta Flour located in Whitby, Ontario and Loretta

Foods located in Mississauga, Ontaria. Loretta Flourisa
manufacturer of flour and distributor of sugar, and Loretta
Foods is a manufacturer of spices and distributor of cake
mixes, to the food retzil and wholesale markets in Canada.
Products are soid under the names “Loretta”, "Donna” and
“County Fair”, as well as through private iabels.

The Receiver is offering for sale, on an “as is, where is" basis,
the Receiver's right title and interest in the following assets of
Loretta Flour and Loretta Foods:

1) Machinery and Equipment

2) Raw Materizl and Finished Inventory
3) Accounts Receivabie

4) Inteltectual Property

5) Leasehoid interests in existing facifities

Ell ERNST & YOUNG

Sealed tenders will be received by the undersigned until
12 o'clock noon {Toronto Time) on Friday, 4 March 2011,
The highest or any offer will not necessarily be accepted.

Tenders must be accompanied by a certified cheque payable
to Ernst & Young Inc. for 15% of the ameunt of the offer price
as a deposit which will be refunded if the offer is not accepted
and forfeited to the undersigned on account of liquidated
damages if the offer is accepted and the sale is not completed
by the offerer. The balance of the offer price will be payable
by certified cheque or banker's draft on closing. Tenders may
be made for individual parcels or en bloc, but en bloc offers
must stipulate a separate price for each parcel.

All tenders shall be subject to the Terms and Conditions of Sale,
which shall form part thereef and may be obtained from EYI.

A more detailed description of the assets, appoiniments

for viewing or further information may be obtained by
contacting My, Paul Hamam at (416) 943-3149 or
paul.f.hamam@ca.ey.com.

Ernst & Young Inc., acting solely as Receiver of the

Loretta Group and not in its personal or corporate capacity.
222 Bay 5t., Teronto, Ontario, M5K 1J7

Canada

@ 2611 Ernst  Young Inc. All Tighis reservec.

bakinghusiness.com / world-grain.com

Milling & Baking News P+ February 22, 2011 ¢ 65
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THE EXOTIC INVESTOR

BEYOND MUTUAL FUNDS

BMQ Nesbitt Burns forecasts annual returns on a
typical balanced portfolio in 2011 will be about 5
per cent If that seems a bit dull, consider some

exotic options to potentially. boost your fortunes:

‘STEVE BREARTON/SPECIAL T THE GLOBE AND MALL

15%

Targeted ainual return for IGA
Auwtomobile Fund, which plans
to buy and sell the world's
“most iconic collectors’ cars”

15-20%

One-time targeted payment from
CATCo Investment Managemenl
“catastrophe bond," tied o
currence of a specific disaster,
such as a hurricane.

Up to 50%

Iny exchange for providing
"startup capital” for Dominican
basebail schools, potential

16 garn half of a reakie’s
signing honus.

COMMODITIES

Glencore public offering could spark series of IPOs

A commodities supercycle sets the stage for initial public offerings and mergers and acquisitions within the sector

ERIC REGULY RCME

Mick Davia. boss of global mining
giant Xstrata, used the notion of a
cemmadities supercyele (G justify
the fat premium paid for Cana-
dian nicke] miner Falcowbridge in
2006, Iwo years later, when com
modities crashed, his "stronger-
far-longer” theary looked bugus.

Notany more. Commudities are
back with a bang and the conven
tionak wisdom is that the super-
cycle isintact, as growth in
emerging geennmles powers for-
ward Now lernents of cash are
fiowing into the commuodities in-
dustry. And where there is ample
money and rising valuations,
there are deals.

One in particutar stands out ~
the widely expected initial publi
offering of Glencore Internati
al. the worid's bipgest commadi-
ties rader and Xstrata's
a4.9-per-cenl owner, Glencore has
all the machineryin place fora
spring IPQ, though the company,
led by the publicity shy Ivan Gla-
senberg, will not conlirm it is
ready 1o hit the IPO button.

Sources close to Glencore’s im-
derwriters - Cltigroup, Morgan
Stanley and Credit Suisse - say
May s a good bet for the stock
market Nsting. 1T will likely haye
Its primary listing in Londen,
with a secondary listing in Hong
Keng. Glencore may raise as
much as $1a-billion (U5, ac-
cording Lo vartaus reports.

The Glencore [0 s wuied by
analysls and traders as the biggest
commadities #vent of the year for
more reasons than ne. L is ex-
pected to trigger anuther round of
mining consalidalion, possibly
starting with the mesger of Glen-
core and Xstrala, aswell as en-
courage IPQs among ather
commadities Iraders, That would
open up awhole new investment
class to commodity-craving inves-
fors,

‘The fear, of course, is that fast-
rising values in the mining and

When Glencore goes publlz, it may raise $10-billion (U.5.). sloonsers news

melals sector will
tlon, or China's high-llying econo-
my will hita walland puncture
demand. For companies such as
Glencore auning to go public,
these are reasons to move quickly
on the deal front,

A senior executive at one of the
world's top commodities tradets
said Glencore's access to the pub-
Tic equiry markers will give ir dis-
tinct achvantages over ivals.
‘They range from the abiliry 1o use
fisted shares as an acqui
yency o allewing departing part-
ners bo sell thelr equity withour
depleting worklig capital or sell-
ing assels. "You ¢an only grow sa
mich with private equity,” he
said,

About ayear ago, when it be-
came apparent that commicdities
were on the rebound, Slencore
ook the first step towards an PO
byselling a $z-2-billion (US.) con-
vertible bond 1o a group of high-
prafile investors, locludlng Black-
Rock and GIC, the Singaparcan
sovereign wealth fund. The bond
gave Clencore an implied valug of
$35-bililen. Glencore’s value is
much higher now as conuinodity
prices surge.

Some potential investors waorry
that Glencore will struggle as a
publicty listed company, iforly
because ity cherished secrecy will
be compramised and because
skilled partners may take the
money and run. Executives close
te Clengore, however, say thal no
partnexs intend to legve when the
shergs start trading.

The Glencore 1140 could trigger a
flurry of deal making later this
yEar.

1's an open secret that Glencore
wants to merge with Xstrata. That
coulld give Glencore a back-door
Hsthng - Xstrala trades in Londen
- wilhout havlng to go through an
1P0. But that appears unlikely.
Sources say Mr. Davig wants the
miacket to value Clencore befare
he considers such a deal. Lon-
don’s Liberum Capital says Glen-

ion cue-

core and Xstrata togelher would
e a formidable trading and min-
ing player that could "deliver the
scale to undertake very large cap-
ital projects or transformational
M&A." including the potential
takeoverof Anglo American,a
company long coveted by Xsirata.

Qther traders could follow Clen-
core’s IPO lead, Une big trader su-
moured tobe open o an PO ora
merger is Lovis Dseyfus, an agri-
culiure products {coffee, corton,
sugar}and natural gas trader con-
trolled by the French family of the
same name. In the autunn, Olam
International, an agriculture trad-
er Listed in Singapoye, said it was
holding preliminary talks with
Breyfus about a possible combi-
nation of the two companies,

Another trader thought wo be
considering a pablic listing, if
only for its industrial division, is
Trafiguya Croup, the world's
third-largest independent oil
trader and second-largest trader
of non-ferrous metal concen-
irates. Still another private trader
{hat may eventually be tempied
ublic is Vitol Group of the
Nelh:rhnds, oneof the world"
biggest energy lraders and stoz-
age terminal owner, One of its
main compeliters, Cunvor [aler
natlonal, which handles about a
thisd of Russla's oil exports, is al-
50 public.

Cargill of the Unlted States,
which just spun eff Mosale, Ils fer-
tilizer division, could bean IPQ
candidate oo, resource company
executives say,

Investors keen on the emerging
commodity trading spage can
lake heart from the performance
of Noble Group, the Singapore
commodities-trading giant. No-
ble's 1PQ came in1gg7. Since then,
ithas returned 4,100 per eenl to
shareholders, after taking share
splits, dividends and bonus
shares into acceunt. The com-
modities supercycle, if it persists,
will only make these investments
more aliraclive,

threugh private Iabels.

and Lorelta Foods:
1) Machinery and Equipment

3) Accounts Receivable
4 Inlellectual Property

Ernst & Young inc., acting sclely
as Receiver of the Loretta Group

Canada

and not In its personal or corporate capacity.
222 Bay St., Toronte, Ontarlo, MSK 1J7

Elf ErivsT & YOUNG

On Novemnber 26, 2014, Ernst & Young Inc. ("EY1") was appainted
a5 receiver and receiver and manager (the "Receiver) of

2110438 Onlaria Limited {"Loretta Flour™), 2131413 Ontarle.
Lirited ("Loretta Foods"), 787755 Ontanio Limited and Tarbrac
Holdings nc., (eollectivily, the “Loretta Group”). pursuant to section
243 of the Bankruptcy & Insolvency Act and section 101 of the
Courts of Juslice Acl.

The Loretta Group hus bwe reniaining sperating companies; Loretta Flour
located in Whitby, Ontario and Loretta Foods localed indississauga,
Onlario. Loretta Flour is 3 manufacturer of figur ang Gistributor af sugar,
and Leretia Foods is a manutacturer of spices and distribeter of cake
mixes, to the food retail and wholesale markets In Canada, Products are
sold under the names “Loretta”, “Donna” and "County Fair™, as well as

The Receiver is. olfering for sale, on an "as is, whereis” basis, the
Recaiver's right title and interest in he Tollowing assels of Loratta Flour

2) Raw Materlal and Finished inventory

5) Leasehold interests inexisting facilities

Sealet tenders will be received by the undersigned until L2 o'tlock
noon{Toronte Tinie) on Friday, 4 March 2011, The highest or any
offer will nol necessarily be acceptad.

Tenders. must be accompanled by a certifled chegque payable to

Emst & Young Inc. for 15% of the amounit of the oller price as & depasit
which will be refunded if Ihe offer is not accepted and forfeited La Lhe
undersigned on account of liquidated damages if the offer is accepted
and the sale is not completed by the ofierer. The bolance of the offer
price will e payatie oy certilied cheque of Danker's draft an closing,
Tenders may be made for individual parcels or en bloc, bul enbloc offers
emusi stipulate a separate price for each parcel,

All tenclers shall be subject to the Terms and Canditions of Sale,
which shall form part therenf and may be obbairad from EYI.

A more detailed description of the assets, appoinlments for

viewing ar furlher information may be oblained by cantacling

Mr. Paul Hamam at (418) 9433149 or pauk[hamam@ca.ey.com.
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BUSINESS CLASSIFIED

TO PLACE AN AD CALL: 1-8§6-935-9ADS (9237} 1) EMAIL ADVERTISING@GLOBEANDMAJL COM.

BUSINESS GFPCRTUNITIES

DEALEHSH‘IPS $85,000. Automated &
fanding. Huge growth,
4!13-450-3002 or mediayend@gmal.cain

NOTICE TO CREDITORS

In the Eusle of ek wchnbyie
Ferguson, bfe af ha cy of Londen,

Creditors and nihlu having d:nlms

BUSINESS OPPORTUNITIES

£Lanadian  commurlcation company
with & new palent pending m:hmlnqv s
accepling 2 limited alifance of assooates

introduding our solution to the current
huge demand lor Ihis simple communica-
tion technotogy that will forever change
the anline landscape and Ihe way prod-
wets and services are sokd in a profound
w&g’" This can easily yield 300K +.
ology Iaww!!dge Is nal necessary,
1-877-947-9660

CAPITAL WANTED/AVAILABLE

ATTENTION BUILDERS. Pivale mveslor
looking lor jolnt venlure. 418-445-6260,
amal: amar@interfinance.ca

BUSINESS AINANCING  §500K+ for
refinancings, growth, acquisitions, efe.
info@ariasag.cam or 416.467.7572

Business plans that gel results. Get the
finanding wilh an expeniv
prepiled pan VenPlan 1-300-596-035

FASTEST GROWING Snack lndustey In
Canadal No solling or competilion] Big

against lhe abeve
send fll pal!lwlin o uch claims o

bafore February 21, 2011,
dale the Estate’s assets wall be distelb-
wted Maving regard only to chims that
bave been tecelvo
fnKeiFarguson, Jane LestieFriguson

Kathlesn Anme Ferguson, Eslato

Ihelr soliciors, Harrison
P, 450 Talyol Sireet, London,
Ontario, NGA 56, Atenlien: LA Qerk.

www.PinkRibb.com

ENSURANCE RESTURATION/General
Conlracting company for sae. Successhul
company with long lerm praven track
record. 2 hrs M. of Toronto, Finanding
ava:l Email: propertyreslorer@yahoo.ca

ONTARID IHF JRAY licanse wilh all
medaliies induding Muclear in KW
reglon for saler |nlﬂ@lldi247 xom

GOV'T FUNDS for RED o 628%. Best
rates. We're pald when you're pald. W.A
Easton P Eng., CA.. eastoneng@aol.com

5555 NEED SOME MONEY $555
We make it Happen Fast

CALL NOW 1-877-526-4555

REAL ETATE FINANCNE avm'labln In
ada. Email;
denasmn“lal@hulmll .com

Wanfed SL2ISM first mor
shude

G00D BUSINESS MOVE

Tty el gl ctbied

-secking real

PRINTING & GRAFHICS SERVICES
FRANCHISE for sale, great lotation, ne
experience pecessary. Trainkng & finand-
Ing avall, Local support, 1-804-756-3234.

REAL ESTATE uppomumzs: We;:;
eslatt

for
nt nrql;.ugdmce
kalhyyoung@rogers.com
DISTRIBUTORS WTD/AVAILAELE

LICENSE avail. for Ihe manuiaciure &
agsembly of 3 wml door locking macha-
nism.

dwulapmenl.fusvdmml & commerdial
with operating lasses. 7707 @lock.cx

bwuusuvaddanbrmdmmrrmn onEion.
nwmmmsmmh'hfem Otva,
mmmmw«m

e provide iul

Sefling Your Campany? Don't kave
money on the hable! MBA Advisors.
Vamws spedalty areas incl. Insurance.

mwmwmmmnmm
Invest In Your Future!

on ezl 1,

Thrifly ..,

TO SUBSCRIBE CALL |1-966-36 GLOBE
THE CLOBE AND MAIL %

For meet infoematicn, piease eall our Franchies
Depanmerd ot 1-800-541-533 e B8
roimanfevadzpsiyn@diagiom

lo.com or 416-572-2110.

FRANCHISES

CANADA'S FAST growing Emviro Mas-
lers Lawnt Caie franchises, 50 areas,
hame based, greal opp. 9055849592,

LIVING ASSISTANCE SERVICES, a 10 yr.
old | agency providing superb

Specialized Transport Comgany For

caregivers Io seniors. We are ranchising

Sl Assels and Goodwil, S115.000, Mool 270%8  Canada.  416.807.9577,
Fon eadshing ransport :(%rrmanvlnnkmgtn wona faservices.a, pmils@lasenices.qa
eﬂpiﬂﬂ Carrier of gall carts, Canads &

UISA, turl equipmep, ATVs 3nd genara]  INVESTMENT OPPGRTUNITIES
";19'“ Coll  705.769-1007 “Emall gy e REQUIRES finzncil parner for
e e [EnONTING B Douses. 305 526738
CAPITAL WANTED/AVAILABLE PARTHERSHIPS

$5000 for aquity In est. women's
prosthetic device company. Laiga USA
markel, reslorethebod p@gmail.com

MANUFACTURING PLANTY 2 RETAIL
STORE with cuslomers, Misgara Falls.
Call Peter or Joo (289) 296-7617




APPENDIX “F”
Excluded

Subject to Request
for Sealing Order



APPENDIX “G”
Redacted

Subject to Request
for Sealing Order



ERNST & YOUNG INC,, in its capacity as court-appointed receiver and receiver and
manager in respect of 2110458 Ontario Limited o/a Loretta Flour, 2131413 Ontario
Limited o/a Loretta Foods, 787755 Ontario Limited o/a New Durham Trading, and o/a
NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc.

- and -

JE FININVEST LTD.

ASSET PURCHASE AGREEMENT

made as of March 24, 2011
£
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ASSET PURCHASE AGREBEMENT

THIS AGREEMENT is made as of the 29th day of March, 201 1.
BETWEEN:

ERNST & YOUNG INC,, in its capacity as court-appointed receiver in respect
of 2110458 Ontario Limited o/a Loretta Flour, 2131413 Ontario Limited o/fa
Loretta Foods, 787755 Ontario Limited o/a New Durham Trading, and o/a NDT
Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc.

(hereinafter referred to as the “Vendor™)
-and -

JE FININVEST LTD., a corporation incorporated undet the laws
of Ontario

(hereinafter referred to as the “Purchaser™)

WHEREAS pursuant to an Order of the Ontario Superior Court of Justice (Commercial
List) dated November 26, 2010 (the “Receivership Order”), Emst & Young Inc. was appointed
receiver and receiver and manager in respect of the Companies {as defined herein);

AND WHEREAS the Vendor is authorized pursuant to the terms of the Receivership
Order to market and solicit offers in respect of the property of the Companies or any part or paris
thereof and to negotiate such terms and conditions of sale as the Receiver deems appropriate;

AND WHEREAS the Vendor is authorized pursuant to the terms of the Receivership
Order to sell, convey, transfer, lease or assign the property of the Companies or any part or parts
thereof out of the ordinary course of business;

AND WHEREAS the Purchaser has submitted an offer to the Vendor for the purchase of
the Purchased Assets (as defined herein);

AND WHEREAS the Vendor desires to sell to the Purchaser and the Purchaser desires
to purchase from the Vendor the Purchased Assets (as defined herein) in accordance with the
terms of this Agreement;

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in consideration of
the respective covenants, agreements, representations, warranties and indemnities of the parties
herein contained and for other good and valuable consideration (the receipt and sufficiency of
which are hereby acknowledged by each party), the parties agree as follows:

&
ot
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ARTICLE 1
INTERPRETATION

1.1 Defined Terms

‘Wherever used in thls Agreement, unless the context otherwise requires, the following
terms shall have the followmg meanings and grammatical variations of such terms shall have the
corresponding meanings:

“Act” means the Business Corporations Act (Ontario);
“Affiliate” has the meaning given to that term in the Act;

“Applicable Laws™ means any statute, bylaw, rule or regulation or any judgment, ordér,
writ, injunction or decree of any Governmental Entity to which a specified person or

property is subject;

“Approval and Vesting Order” means an approval and vesting order made by the
Ontario Superior Court of Justice approving the sale of the Purchased Assets and vesting.
same in and to the Purchaser

“Bill of Sale” shall be in the form set out at Schedule B;

“Business Day” means any'day, other than a Saturday or a Sunday, or statutory or civic
holiday in Ontario;

“Closing” means the transfer by the Vendor to the Purchaser of the Vendor’s and
Companies! right, title and interest, if any, to the Purchased Assets in exchange for the
payment by the Purchaser o the Vendor of the Purchase Price and the completion of all
matters incidental thereto as herein provided,

.“Closing Date” means the later of (a) the tenth (10™) Business Day folldwing the date of
the Agreement, (b) three (3) Business Days after the date of the making of the Approval.
and Vesting Order, or such other date as the Vendor and the Purchaser may agree fo in
writing,

“Companies” collectively means 2110458 Ontario Limited o/a Loretta Flour, 2131413
Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New Durham Trading,
and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc.;

“Deposit” means a deposit in the amount of -béing an amount equal to 15% of
the Purchase Price;

“ETA” means the Excise Ta:éAct {Canada), as amended from time to time;

“Excluded Assets” means any and all pi‘operty and assets of the Companies which are
not specifically listed and identified in Schedule A and, includes the Excluded Assets as
further defined in Section 2.1;
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“HST” means all taxes payable under Part 1X of the ETA (including where applicable
both the federal and provincial portion of those taxes) or under any provincial legislation
imposing a similar value added or multi-staged tax;

“Governmental Entity” means any court or tribunal in any jurisdiction or any federal,
provincial, municipal or other governmental body, agency, authority, department,
commission, board, instrumentality official or tribunal thereof,

“Losses” means, in respect of any matter, all claims, demands, actions, proceedings,
losses, damages, liabilities, deficiencies, interest, penalties, fines, and amounts paid in
settlement, costs and expenses (including, without limitation, all legal fees rendered on a
solicitor and his own client basis and other professional fees and disbursements) arising
directly or indirectly as a consequence of such matter;

“Person” means an individual, corporation, partnership, joint venture, association,
company, trust, enterprise, unincorporated organization, Governmental Entity or other
entity however designated or constituted,

“Purchase Price” means the purchase price payable to the Vendor for the Purchased
Assets exclusive of all applicable sales, goods and services and transfer taxes;

“Purchased Assefs” means the assets of the Purchased Business owned by the
Companies and specifically listed and identified in Schedule A;

“Purchased Business” means the Companies’ flour milling and sugar packaging
business operating under the registered trade name “Loretta Flour” and the trademark
“County Fair”, which for greater certainty shall exclude any bulk spice trading activities

‘conducted by any of the Companies;

“Tax Act” means the ncome Tax Act (Canada); and

“Time of Closing” means 3:00 p.m. (Toronto time) on the Closing Date, or such other
time on the Closing Date as the Vendor and the Purchaser may mutually determine.

1.2 Currency

Unless otherwise indicated, all dollar amounts in this Agreement are expressed in
Canadian currency.
1.3 Sections and Headings

The division of this Agreement into Articles, Sections and subsections and the insertion

of headings are for convenience of reference only and shall not affect the interpretation of this
Agreement. Unless otherwise indicated, any reference in this Agreement to an Article, Section,
subsection or Schedule refers to the specified Article of, Section of, subsection of, or Schedule
to, this Agreement. The terms “this Agreement”, “hereof”, “hereunder”, and similar expressions
refer to this Agreement and not to any particular Article, Section, subsection or other portion
hereof and include an agreement supplemental hereto.

y
A




14  Number, Gender

In this Agreement, words importing the singular number only shall include the piural and
vice versa, words importing gender shall include all genders.

1.5  Entire Agreement

This Agreement constitutes the entire agreement between the parties with respect to the
subject matter hereof and supersedes all prior agreements, understandings, negotiations and
discussions, whether written or oral. There are no conditions, covenants, agreements,
representations, warranties or other provisions, express or implied, collateral, statutory or
otherwise, relating to the subject matter hereof except as herein provided.

1.6  Time of Essence
Time shall be of the essence of this Agreement.

1.7 Applicable Law

This Agreement shall be construed, interpreted and enforced in accordance with, and the
respective rights and obligations of the parties shall be governed by, the laws of the Province of
Ontario and the federal laws of Canada applicable therein, and each party irrevocably and
unconditionally submits to the exclusive jurisdiction of the courts of the Province of Ontario and
all courts competent to hear appeals therefrom. '

1.8  Successors and Assigns

This Agreement shall ensure to the benefit of and shall be binding on and enforceable by
the parties and, where the context so permits, their respective successors and permitted assigns.
Neither party may assign any of its rights or .obligations hereunder without the prior written
consent of the other party.

1.9  Severability

If any provision of this Agreement is determined by a court of competent jurisdiction to
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect
the validity, legality or enforceability of the remaining prowsmns hereof, and each provision is
hereby declared to be separate, severable and distinot.

1.10  Amendments and Waivers

No amendment of any provision of this Agreement shall be binding on either party unless
agreed to in writing by each of the parties hereto. No waiver of any provision of this Agreement
shall constitute a waiver of any other provision nor shall any waiver constitute a continuing
waiver unless otherwise provided,




L11 Statutory References

Any reference in this Agreement to a statute includes all regulations made thereunder, all
amendments to such statutes or fegulations in force from time to time and any statute or
regulation that supplements or supercedes such statute ot regulations.

1.12  Consent

Whenever a provision of this Agreement requires an approval or consent by a person who
is a party to such agreement and notification of such approval or consent is not delivered within
the applicable time period, then, unless otherwise specified, such person shall be conclusively
deemed to have withheld its approval or consent. :

1.13 . Calculation of Time

Unless otherwise specified, time periods referred to in this Agreement within or

following which any payment is to be made or act is to be done shall be calculated by excluding .

the day on which the period commences and including the day on which the period ends and by
extending the period to the next Business Day following if the last day of the period is not a
Business Day.

1.14  Conflict or Inconsistency

Wherever any provision, whether express or implied, of any Schedule conflicts or is at
variance with any provision in the main body of this Agreement, the provision in the main body
shall prevail. Wherever any provision, whether express or implied, of this Agreement conflicts
with or is at variance with any documentation issued in furtherance hereof, the provision of this
Agreement shall prevail,

1.15 Business Day

Whenever any payment to be made or action to be taken under this Agreement is required
to be made or taken on a day other than a Business Day, such payment shall be made or action
taken on the next Business Day following such day.

1.16 Independent Legal Advice

Each of the parties hereto acknowledge that they have been afforded the opportunity of
receiving independent legal advice concerning this Agreement, and in the event that any party
has executed this Agreement without the benefit of independent legal advice, such party hereby
waives the right to receive such independent legal advice.

1.17  Schedules
Schedule A — Purchased Assets is attached to and forms part of this Agreement,

Schedule B - Form of Bill of Saie is attached to and forms part of this A greement.

”
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ARTICLE2
PURCHASE AND SALE OF PURCHASED ASSETS

2.1 quchased Assets

Subject to the provisions of this Agreement, the Vendor agrees to sell, agsign and transfer

to the Purchaser and the Purchaser agrees to purchase from the Vendor, effective as of the Time

of Closmg, the Vendor’s and Companies’ right, title and interest, 1f any, in the Purchased Assets.

_ For greater clarity, notw:thsttmdmg any provision of this Agreement to the contrary, the
Purchased Assets are limited to the interest of the Vendor and Companies, if any, in the property
and assets set out in Schedule A to this Agreement, and shall not include any other property or
asgets (“Excluded Asgets”) including, without limitation:

(a)

®)
©

(d

(e)

®

(8

(h)

Cash. All cash on hand or in bahks or other depositories and similar cash items
of, owned or held by or for the account of the Companies;

Inter-company Debt, All indebtedness of any of its Affiliates to the Companies,

Income Taxes. All income tax instaiments pa'id by the Companies or by the"

Vendor on account of the Companies and the right to receive any refund of
income taxes or HST paid by the Companies or by the Vendor on account of the
Companies;

Litigation Rights. The benefit of any lifigation;

Settlement Amounts. Other than any insurance proceeds payable in accordance
with the provisions hereof, any amounts due or payable to the Companies by
insurers or other third parties in settlement of claims;

Excluded Accounts Receivable. Every account receivable that is not related
directly to the Purchased Business;

Records. Records relating or belonging to the Companies whether in electronic
format or otherwise; provided that the Vendor hereby covenants that the
Purchaser shall have access to all the records relating to the Purchased Business
for the period commencing January 1, 2010 to the Closing Date and such records
shall include a printed general ledger, sales invoices, employee files, accounts
payable and receivable records and any technical/maintenance documentation
available relating to the Purchased Assets; and

Assets. All property and assets that are not specifically set forth and identified in
Schedule A.
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ARTICLE 3
PURCHASE PRICE

3.1  Purchase Price
The Purchase Price payable to the Vendor for the Purchased Assets shall be -

3.2  Deposit

The Vendor acknowledges receipt of the Deposit. The Deposit shall be credited to the
Purchase Price at Closing, Ift

(a)  the Purchaser fails to close the transaction contemplated herein for any reason
other than due to the non-satisfaction of the conditions precedent inserted for the
benefit of the Purchaser in Section 8.1; or

(b)  the Vendor fails to close the transaction contemplated herein due to the non-
satisfaction of the conditions precedent for the benefit of the Vendor in subsectlon
8.2(a), (b) or (e), :

the Deposit shall be forfeited to and paid to the Vendor on account of liquidated damages and not
as a penalty.

The Deposit, without interest, shall be returned to the Purchaser if:

(a)  the Purchaser fails to close the transaction contemplated herein by reason of the
non-satisfaction of the conditions precedent inserted for the benefit of the
Purchaser in Section 8.1; or

(b)  the Vendor fails to close the transaction contemplated herein for any reason other
than due to the non-satisfaction of the conditions precedent for the benefit of the
Vendor in subsection 8.2(a), (b) or (¢).

The return of the Deposit constitutes the Purchaser 's only and entire remedy hereunder and the
Vendor shall have no other liability whatsoever in the event of its breach or failure to close the
transaction for any reason.

3.3 Paymentof Purchase Price

At the Time of Closing, an amount equal to the Purchase Price less the amount of the Deposit,
shall be payable by the delivery to the Vendor of a certified cheque, bank draft or wire transfer
drawn on 4 Canadian chartered bank payable to or to the order of the Vendor.

34 Assuniption of Obligations
The Purchaser shall assume, fulfil, perform and be responsible for all liabilities and

obligations of any kind relating to the Purchased Assets in respect of the period from and after
the Time of Closing but not for any pre-existing product or environmental ligbility claims or
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third-party claims relating to the time up to the time of closing (“Pre-existing Claims™), and the
Purchaser shall indemnify and save harmless the Vendor and its directors, officers, servants,
agents and employees in respect of all Losses which may be brought against or suffered by the
Vendor, its directors, officers, servants, agents or employees or which any of them may suffer,
sustain, pay or incur as a result of any matter or thing arising out of, or resulting from,
attributable to or connected with or relating to the Purchased Assets in respect of the period from
and after the Time of Closing but not for any Pre-existing Claims. Nothing in this Agreement
affects the obligation of the Purchaser to its employees, if any, in respect of service performed
after the Closing Date, The covenants and agreements to indemnify made by the Purchaser in
this Section 3.4 shall survive Closing and not be subject to any limitation periods.

The Purchaser shall further assume, at the Purchaser’s sole cost and expense complete
responsibility for compliance with all municipal, provincial and federal laws insofar as the same
apply to the Purchased Assets and/or the use thereof by the Purchaser after the Time of Closing,

3.5  Obligations Not Assumed

Bxcept as expressly assumed pursuant to Section 3.4, the Purchaser does not assume and
shall have no obligation to discharge, perform or fulfill any other liabilities or obligations,
contingent or otherwise of the Companies including any Pre-existing Claims.

3.6  Transfer Taxes

(a)  The Purchaser shall pay to the Vendor or, where permitted by applicable law,
directly to the appropriate governmental authorities, all sales and transfer taxes,
registration charges and transfer fees, including HST, payeble by it in respect of
the purchase and sale of the Purchased Assets under this Agreement, and, on
request of the Vendor, the Purchaser shall furnish to the Vendor proof of direct
payment to a governmental authority, The Purchaser shall indemnify and save
harraless the Vender from any amounts, including interest and penalties, that may
be assessed against the Vendor arising out of the failure of the Purchaser to pay,
when due, any taxes described in this Section,

{b)  The parties will use their best efforts to minimize (or eliminate) any taxes payable
under the ETA in respect of the Closing by, among other things, making such
elections and taking such steps as may be provided under the ETA (including
making & joint election in a timely manner under Section 167 of the ETA) as may
be reasonably requested by the Purchaser in connection with the Closing.

(e) In addition to any other provision for indemnification by the Purchaser contained
in this Agreement, the Purchaser will indemnify and save harmless the Vendor
from any amounts including interest and penalties that may be asserted against the
Vendor as a result of the Vendor not collecting or remitting applicable transfer
taxes in respect of the sale of the Purchased Assets, or because of the Purchaser’s
failure to file elections referred to herein in a timely manner.
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ARTICLE 4
EPRESENTATIONS AND WARRANTIES OF THE VENDOR

, The Vendor represents and warrants to the Purchaser as follows and acknowledges that
the Purchaser is relying on such representations and warranties in connection with its purchase of
the Purchased Assets;

4.1  Authorization and Employees

This Agreement has been duly executed and delivered by the Vendor and, subject to the
approval of the Court this Agreement will constitute a legal, valid and binding obligation of the
Vendor, enforceable against the Vendor only in its capacity as Court-appointed Receiver by the
Purchaser in accordance with its terms, except as enforcement may be limited by bankruptcy,
insolvency and other laws affecting the rights of creditors generally and except that equitable
remedies may be granted only in the discretion of a court of competent jurisdiction.

The Vendor shall pay all salaries, other wage entitlements and unpaid vacation pay from
November 26, 2010, the date of the Receivership Order, to and including the Closing Date to any
employees who work in the Purchased Business,

The Vendor has no knowledge of any collective bargaining obligations relating to any of
the Companies' employees who work in the Purchased Business and the Vendor is not aware of
any efforts to organize such employees.

4.2  Residency
The Vendor is not a non-resident of Canada for the purposes of the Tax Act,
4.3  HST Registration

The Vendor is a registrant for purposes of the ETA whose registration number will be
provided to the Purchaser at least 5 business days prior to Closing,

44  Representations and Warranties at Closing

Each and every representation and warranty of Vendor made in this Article 4 shall be
deemed to be repeated by Vendor as at the Time of Closing and shall be true and correct in all
material respects at and as of the Time of Closing with the same force and effect as if such
representations and warranties had been made at and as of the Time of Closing.,

4.5 Limitations on Representations and Warranties of the Vendor

(@)  The Vendor makes no representations or warranties except as previously set forth
in this Article 4 and in particular, without limiting the generality of the foregoing,
the Vendor disclaims all liability and responsibility for any representation,
warranty, statement or information made or communicated (orally or in writing)
to the Purchaser or any of its employees, agents, consultants or representatives
{including any opinion, information, projection or advice that may have been
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provided to the Purchaser by any officer, director, employee, agent, consultant or
representative of the Vendor).

(b)  Except as otherwise expressly set out in this Article 4, the Purchased Assets shall
be purchased on a strictly “as is, where is” basis and there are no collateral
agreements, conditions, representations or warranties of any nature whatsoever
made by the Vendor, expross or implied, arising at law, by statute or in equity or

otherwise, with respect to the Purchased Assets and in particular, without limiting’

the generality of the foregoing, there are no collateral agreements, conditions,
representations or warranties made by the Vendor, express or implied, arising at
law, by statute or in equity or otherwise, as to title, state of title, description,
fitness for purpose, suitability for any particular purpose, merchantability,
operating condition, quantity, quality, the value of the Purchased Assets or the
future cash flows from the Purchased Assets, compliance with Applicable Laws
or in respect of any manner or thing whatsoever concerning the Purchased Assets,
No representation, warranty or condition has or will be given by the Vendor or
any other party concerning the completeness or accuracy of any such descriptions,
documents or information or with respect of any data room set up by the Vendor,
Except as otherwise expressly set out in this Article 4, the Purchaser
acknowledges that it is relying entirely on its own judgment and investigation
with respect to the purchase of the Purchased Assets contemplated herein,

ARTICLE 5§
REPRESENTATIONS AND WA TIES OF THE PURCHASER

The Purchaser represeﬁts and warrants to the Vendor as follows and acknowledges and
confirms that the Vendor is relying on such representations and warranties in connection with its
sale of the Purchased Assets:

5.1 Organization

The Purchaser is & corporation duly incorporated and organized and validly subsisting
under the laws of Ontario and has the corporate power to enter into this Agreement and to
perform its obligations hereunder and to consummate the transactions contemplated hereby. The
Purchaser is duly registered and authorized to carry on its business as now being conducted.

5.2 Authorization

This Agreement has been duly authorized, executed and delivered by the Purchaser and is
a legal, valid and binding obligation of the Purchaser, enforceable against the Purchaser by the
Vendor in accordance with its terms, except as such enforcement may be limited by bankruptcy,
insolvency and other laws affecting the rights of creditors generally and except that equitable
remedies may only be granted in the discretion of a court of competent jurisdiction,

53  Residence of the Purchaser

The Purchaser is not a non-resident of Canada for purposes of the Tax Act.  The
Purchaser is & Canadian within the meaning of the Invessment Canada Act,
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54  HST Registration

The Purchaser is a registrant for purposes of the ETA whose registration is 88440 7412
RT0001. '

55 Brokers’ or Finders®’ Fees

The Purchaser has not incurred any obligation or liability, contingent or otherwise, for
any broker’s or finder’s fees in respect of this transaction for which the Vendor shall have any
obligation or liability.

5.6  Informed and Sophisticated Purchaser

The Purchaser is an informed and sophisticated purchaser, and has engaged expert
advisors, experienced in the evaluation and purchase of property and assets such as the
Purchased Assets as contemplated hereunder.

5.7  Independent Investigation

The Purchaser hereby acknowledges and confirms that it has conducted its own
independent investigation, analysis and evaluation of the Purchased Assets as it deems necessary
or appropriate and that in making its decision to enter into this Agreement and to consummate
the transactions contemplated hereby it has and will rely solely on such independent
investigation and the representations and warranties of the Vendor contained in Article 4.

5.8  Representations and Warranties at Closing

Each and every representation and warranty of the Purchaser made in this Article 5 shall
be deemed to be repeated by Purchaser as at the Time of Closing and will be true and correct in
all material respects at and as of the Time of Closing with the same force and effect as if such
representations and warranties had been made at and as of the Time of Closing,

ARTICLEG6 -
NON-WAIVER: SURVIVAL

6.1 Non-Waiver

No waiver of any condition or other provision, in whole or in part, shall constitute a
waiver of any other condition or provision (whether or not'similar) nor shall such waiver
constitute a continuing waiver unless otherwise expressty provided.

6.2 Survival

Except, as otherwise provided herein, all representations, warranties and covenants
contained in this Agreement on the part of each of the parties shall survive for a period of one (1)
year from the Closing Date. If no claim shall have been made under this Agreement against a
party for any incorrectness in or breach of any representation, warranty or covenant made in this
Agreement prior to the expiry of the survival period, such party shall have no further liability

-
-
-
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under this Agreement with respect to such representation, warranty or covenant unless otherwise
provided herein.

ARTICLE 7
RISK

7.1 Notice of Untrue Representation or Warranty

Each of the parties shall promptly notify the other party upon any represéntation or

warranty of such party contained in this Agreement becoming untrue or incorrect from the date
of this Agreement until the Time of Closing and for the purposes of this Section 7.1 each
representation and warranty shall be deemed to ‘be given at and as of all times during such
period, - -

7.2 Risk of Loss

Until the Time of Closing, the Purchased Assets shall remain at the risk of the Vendor.
‘After the Time of Closing, the Purchased Assets shall be at the sole risk of the Purchaser
regardless of the location of the Purchased Assets. '

ARTICLE 8
CONDITIONS OF CLOSING

8.1  Conditions for the Benefit of the Purchaser

The sale and purchase of the Purchased Assets is subject to the following terms and

conditions for the exclusive benefit of the Purchaser, to be performed or fulfilled at or prior to
the Time of Closing: '

()  Representations and Warranties, The representations and warranties of the
Vendor contained in this Agreement shall be true and correct in all materjal
respects at the Time of the Closing with the same force and effect as if such
representations and warranties were made at such time;

(b)  Covenants, All of the terms, covenants and conditions of this Agreement to be
complied with or performed by the Vendor at or before the Time of Closing shall
have been complied with or performed in all material respects;

{¢)  No Action or Proceeding. No legal or regulatory action or proceeding shall be
pending or threatened by any person to enjoin, restrict or prohibit the purchase
and sale of the Purchased Assets contemplated hereby;

(d) No Damage. No material damage by fire or other hazard to the whole or any-

material part of the Purchased Assets shall have occuired from the date hereof to
the Time of Closing unless the Purchaser has agreed in writing to accept any
insurance proceeds/claims in respect thereof,
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(¢)  Approval and Vesting Order. An Approval and Vesting Order shall be made by
the Ontario Superior Court of Justice which vests title in the Purchased Assets in
the Purchaser free and clear of any encumbrances whatsoever and which is in
form and substance satisfactory to the Purchaser and the Vendor, acting
reasonably; and

(f)  Consents and Assignments. The Purchaser's receipt of the written consent and
assignment from the landlord of 1700 McEwen Drive, Whitby, Ontario within 5
days of the making of this Agreement on terms and subject to conditions
satisfactory to the Purchaser and Vendor, acting reasonably.

If any of the conditions contained in this Section 8.1 have not been performed or fulfilled at or
prior to the Time of Closing to the satisfaction of the Purchaser, acting reasonably, the Purchaser
may, by notice to the Vendor, terminate this Agreement and the obligations of the Vendor and
the Purchaser under this Agreement, other than the obligations contained in Sections 11.2 and
11.3, and the Deposit shall be returned to the Purchaser.

8.2  Conditions of Closing in Favour of the Vendor

The sale and purchase of the Purchased Assets is subject to the following terms and
conditions for the exclusive benefit of the Vendor, to be performed or fulfilled at or prior to the
Time of Closing:

(&)  Representations and Warranties. The representations and warranties of the
Purchaser contained in Article 5 of this Agreement shall be true and correct in all
material respects at the Time of Closing with the same force and effect as if such
representations and warranties were made at such time, and a certificate of the
Purchaser, dated as of the Closing Date, to that effect shall have been delivered to
the Vendor, such certificate to be in form and substance satisfactory to the

- Vendor, acting reasonably;

(b}  Covenants. All of the terms, covenants and conditions of this Agreement to be
complied with or performed by the Purchaser at or before the Time of Closing
shall have been complied with or performed in all material respects;

(¢)  No Action or Proceeding. No legal or regulatory action or proceeding shall be
pending or threatened by any person to enjoin, restrict or prohibit the purchase
and sale of the Purchased Assets contemnplated hereby;

(d) No Damage. No material damage by fire or other hazard to the whole or any
imaterial part of the Purchased Assets shall have occurred from the date hereof to
the Time of Closing;

(¢}  Payment of Purchase Price. The Purchaser shall have tendered to the Vendor
the Purchase Price; and - '
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@ Approval and Vesting Order. An Approval and Vesting Order shall be made by
the Ontario Superior Court of Justice approving the sale of the Purchased Assets
and vesting same in and to the Purchaser.

If any of the conditions contained in this Section 8.2 have not been performed or fulfilled at or
prior to the Time of Closing to the satisfaction of the Vendor, acting reasonably, the Vendor
may, by notice to the Purchaser, terminate this Agreement and the obligations of the Vendor and
the Purchaser under this Agreement, other than the obligations contained in Sections 11.2 and
11.3. In the event of termination of this Agreement by the Vendor by virtue of the non-
fulfillment of the conditions precedent referred in subsections 8.2(a), (b) or (¢), the Deposit shall
be forfeited to the Vendor as liquidated damages and not as a penalty. If this Agreement is
terminated by the Vendor pursuant to any other subsection within this Section 8.2 (other than
subsection (a), (b) or (e}), the Deposit shall be returned to the Purchaser. Any such condition
may be waived in whole or in part by the Vendor.

8.3  Reasonable Commercial Efforts

Bach party hereto agrees that it will not voluntarily undertake any course of action
inconsistent with the provisions or intent of this Agreement and will use reasonable commercial
efforts to take, or cause to be taken, all action and to do, or cause to be done, all things
reasonably necessary, proper or advisable under Applicable Laws to consummate the
transactions contemplated by this Agreement, .

84  Financial Capability

The Purchaser acknowledges and agrees that the closing of the transaction contemplated
under this Agreement is not subject to the Purchaser obtaining financing, and the Purchaser
represents and warrants to the Vendor that it has the financial capabitity to close the transaction
contemplated herein.

ARTICLE 9.
CLOSING DATE AND TRANSFER OF POSSESSION

9.1  Time, Date and Place of Closing

Closing shall take place at the Time of Closing at the offices of the Vendor, 222 Bay

Street, Suite 2400, Toronto, Ontario, or at the option of the vendor, at the offices of the vendor’s

solicitors, Borden Ladaer Gervais LLP, Scotia Plaza, Suite 4400, 40 King Street West, Toronto,

"Ontario, or at such other place, on such other date, and at such other time as may be agreed upon
in writing between the Vendor and the Purchaser.

9.2 Transfer of Possession

Subject to compliance with the terms and conditions hereof, the transfer of possession of
the Purchased Assets shall be deemed to take effect as at the Time of Closing.

7
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9.3 . Delivery of Conveyancing Documents

(a) At the Time of Closing, the Vendor shall deliver the following to the Purchaser
each of which shall be in form and substance satisfactory to the Purchaser:

i) a Bill of Sale in respect of the Purchased Assets duly executed by the
Vendor;

(i)  a certificate (which is Schedule A to the Approval and Vesting Order)
duly executed by the Vendor and filed with the court; and

(iii)  such other deeds or documents as may be specifically required hereunder
or as may be considered necessary by the vendor to convey its right, title
and interest in the Purchased Assets to the Purchaser,

(b}  Atthe Time of Closing, the Purchaser shall deliver the following to the Vendor:

{i) the Purchase Price (less the amount of the Deposit) by certified cheque,
bank draft or wire transfer drawn on a Canadian charted bank, together
with all other amounts required to be paid by the Purchaser to the Vendor
heteunder at the Time of Closing, if any;

(i)  a certificate of status of the Purchaser;

@iii)  a certified copy of a resolution of the board of directors of the Purchaser,
which resolution authorizes the execution and delivery of this Agreement
and the completion of the purchase of the Purchased Assets in accordance
with the provisions of this Agreement; and

(iv)  such other documents as may be specifically required hereunder.
94  Registration Costs

The Purchaser shall bear all costs in registering any conveyances of title to the Purchased
Assets to it and all costs of preparing any further assurances required to convey the Purchased
Assets to it. The Purchaser shall register all such conveyances promptly after Closing.

ARTICLE 10
BUILDING

16.1 Building

The Purchaser shall give the Vendor reasonable access during normal business hours to
the building located at 1700 McEwen Drive, Whitby, Ontario (the “Building”) for a period of 30
days after Closing for the purpose of removing or permitting the removal from the Building any
property other than the Purchased Assets provided that the Vendor has given two days notice in
writing to the Purchaser. '
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ARTICLE 11
ISCEL uUs

13.1 Notices

(®

(®)

Any notice or other communication required or permitted to be given hereunder
shall be in writing and shall be delivered in person, transmitted by telecopy or
similar means of recorded electronic communication or sent by registered mail,

- charges prepaid, addressed as follows!

() i to the Vendor:

Emnst & Young Inc.

222 Bay Street

P.Q. Box 251

Toronto, Ontario, MSK 1J7

Attention: Mike Dean
Fax No.: (416) 943-3300

with a copy to:

Borden Ladner Gervais LLP
Scotia Plaza, Suite 4400

40 King Street West
Toronto, Ontario M4H 3Y4

Attention: Michael J. MacNaughton
Fax No.: (416) 682-2837

(ii)  if to the Purchaser:

JE Fininvest Ltd.
259 Yorkland Road
Toronto, Ontario M2J 5B2

Attention:  Aaron Zak
Fax No.: (416) 733-8306

Any such notice or other communication shall be deemed to have been given and
received on the day on which it was delivered or transmitted (or, if such day is not
a Business Day, on the next following Business Day) or, if mailed, on the third
Business Day following the date of mailing; provided, however, that if at the time
of mailing or within three Business Days thereafter there is or occurs a labour
dispute or other event that might reasonably be expected to disrupt the delivery of
documents by mail, any notice or other communication hereunder shall be
delivered or transmitted by means or recorded electronic communication as
aforesaid, : :
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(c)  Either party may at any time change its address for service from time to time by
giving notice to the other party in accordance with this Section 11.1.

11,2 Consultation

The parties shall consult with each other before igsuing any press release or making any
other public announcement with respect to this Agreement or the transactions contemplated
hereby and, except as required by any applicable law or regulatory requirement, neither of them
shall issue any such press release or make any such public announcement without the prior
written consent of the other party, which consent shall not be unreasonably withheld or delayed,

11.3  Fees

Each of the parties hereto shall pay their respective legal and accounting costs and
expenses incurred in connection with the preparation, execution and delivery of this Agreement
and all documents and instruments executed pursuant hereto and any other costs and expenses
whatsoever and howsoever incurred,

11.4 Further Assurances

Each party to this Agreement covenants and agrees that it will at all times prompily
execute and deliver all such documents including, without limitation, all such additional
conveyances, transfers, consents and other assurances and do all such other acts and things as the
other party, acting reasonably, may from time to time request be executed or done in order to
better evidence or perfect or effectuate any provision of this Agreement or of any agreement or
other document executed pursuant to this Agreement or any of the respective obligations
intended to be created hereby or thereby, '

1.5 Non-Merger

The registration of any transfer and the execution and delivery of documents on the
Closing Date or thereafter as herein contemplated or any independent investigation by the
Purchaser or its agents shall not merge or affect any of the warranties, representations,
covenants, conditions or terms of this Agreement or any agreement or document delivered
pursuant to this Agreement, all of which shall survive the closing of the transaction contemplated -
in this Agreement.

11.6  Representative Capacity

The Vendor is executing this Agreement in its representative capacity as Court-appointed
receiver of the Companies and pot in its personal or corporate capacity and neither the Vendor
nor its directors, officers, agents, servants or employees shall have any personal or corporate
liability hereunder or at common law, or by statute, or equity or otherwise as a resuit hereof.

1.7  Counterparts, Facsimile Signatures

This Agreement may be executed by electronic signature, in counterparts, each of which
shall constitute an original and all of which taken together shall constitute one and the same
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instrument. Execution of this Agreemen"s may be made by facsimile or PDF sigriatﬁre which, for
all purposes, shall be deemed to be an original signature.

IN WITNESS WHEREOF this Agreement has been executed by the parttes as of the

date first above written,

ODMAWCDOTSATORO 1 5990082

ERNST & YOUNG INC,, in its capacity as
court-appointed receiver and receiver and manager in
respect of 2110458 Ontario Limited o/a Loretta Flour,
2131413 Ontario Limited o/a Loretta Foods, 787755
Ontario Limited o/a New Durham Trading, and o/a NDT
Food Service and o/a Skyway Wholesale and Tarbrac
Holdings Inc, ,

Senior Vice President
JE FININVEST LTD,
Per: %:W‘—/M 5
Aaron Zak i

. Title:
1 have authority to bind the company
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SCHEDULE A

PURCHASED ASSETS

Custom built 16'L intake inclined chain grain
conveyor ¢/w 40 TPH capacity

Custom built 26'H bucket grain elevator ¢/w 40
TPH capacity

Horizontal 33'L chain conveyor, ¢/w 40 TPH
capacity, & (3) pnuematic slides

(3) 25MT conical bottom grain storage silos

Horizontal 33'L auger conveyor & inclined auger
conveyor

Custom built 26'H bucket grain elevator c/w 40
TPH capacity

2001 Indopol classifier separator ¢/w vibro motors
2001 Indopol dry stoner ¢/w vibro motors & 10HP fan

2001 Indopol model CC horiztonal scourer, SORPM
s/n 1001, ¢/w aspiration channel

2001 Indopol model ID intensive dampening unit,
s/n 133 c/w rotameter

Indopol 49-bag filter system ¢/w airlock

(4) 26'H bucket grain bucket elevators, pnuematic
slides, auger conveyors, magnets, 40HP fan,
spouting, & exhaust piping

2001 Ingersol Rand model 2340-T30 SHP,
horizontal air compressor, s/n 9007439

2001 Ingersol Rand model 2475-T30 SHP,
horizontal air compressor, s/n 1015752

2001 Ingersol Rand model 2475-T30 SHP,
horizontal air compressor, s/n 1015490

2009 Ingersol Rand model 2475-T30 5HP,
horizontal air compressor, s/n 9011223



(3) 25MT conical bottom grain storage silos

2001 Indopol aspirator separator

(3) 2001 Indopol model IPRMO04, double roller mills, s/n 339, 340, 341
2001 Indopol model RM04, double roller mill, s/n 225

(2) 2001 Indopol mode! MM-IPRMO04, double roller mills, s/n 94007,
94008

(2) 2001 Indop01'8:16 plansifters

(2) 2001 Indopol model FF flour purifiers ¢/w motors, s/n 164, n/a
(2) Indopol horizontal bran finishers (one unit not in use)

10HP Fan purifier & filter

(2) Indopol impact detachers

(2) Indopol 49-bag reverse jet filters

2001 Indopol model SC turbo sifter, s/n 96

(40) Indopol lift, cyclone, & airlock pnuematic systems

(2) S50HP high pressure fan systems

(%) Ihdopol additive feeders, entoleter, elevators, auger conveyors,
spouting & exhaust, (2) bin dischargers, (5) pnuematic slides,

mezzanine system, motors, cabling, etc

Milestone model MAS10-D106 control panel c/w
Allen Bradley model PanelView 600 controls

(5) American Ingredients Corp. model A-378
magnets, s/n BD-0036, BD-0038, 2010, BD-0037, BD-0035

- ArcoPak Inc model FMC-AIR-Packer ¢/w
hopper, scale, & AcroPak digital read out, s/n C-
3250 c/w screw conveyor, & bucket elevator

Westeel model SeedStor conical bottom storage silo

(3) FlyLight Jr UV bug lights




Assorted equipment not in use consisting of: (3)
storage silos, screw conveyors, blowers, motors

38 Blister packaging machine ¢/w conveyor (as is)

39 Assorted aluminum extension ladders & warehouse ladders

(2) compressors heads, manual chain hoist, etc

Lincoln model AC-225 arc welder ¢/w cart

Toyota mode! 7FBEU18 3-wheel electric forklift

¢/w finger controls, side shift, 3-stage mast, 189"

lift, 3,000Ibs capacity, & charger, s/n 10149

Wulftec model WHP-150 automatic pallet wrapper, s/n 0700-6295

Raymond model 102T-F45L, 4,500Ibs capacity
electric pallet truck, s/n 107-07-090292

Champion 25HP tank mount v-twin horizontal air compressor

2001 Ultra-air model UA1100AC in-line air
dryer, s/n U-33832-42

Kilo model ND30Q stainless steel digital scale
Cardinal 5,000153 capacity digital floor scale
(2) chop saws

Taylor Products model AFSR-A-TE valve bag air
packer ¢/w mezzanine system, a/n AFSR-5976-TE

(3) Pallet jacks

Hapman stainless steel bulk bag loader

Paglierani model DA40/575/110 horizontal bag

filling & closing machine, s/n 501103

2004 Shawpack model CONS5014 plastic conveyor & metal detector
s/n 25144

Ideal model 7100.187 shrink wrapper & heat shrink tunnel, s/n
1089201 '




Contents of parts room & shipping office
consisting of: computer, Zebra model 220xi
IIplus label printer, etc

Toyota model SFBEC15 3-wheel, 2,500ibs
capacity electric fotklift, c/w 185" lift, 3-stage
mast, side shift, & charger, s/n 36217

(5) Sections of shelving c/w parts, motors, piping, etc.

Assorted equipment consisting of: dust collector,
grain elevators, sifting screens, piping, rollers, etc

Husky 7HP, 80gallon vertical air compressor
Contents of offices & lunch room

Daymark model Classic electric scooter

All outstandiﬁg accounts receivable resulting from the sale of goods to third parties by 2110458

Ontario Limited o/a Loretta Flour

All inventory of 2110458 Ontario Limited o/a Loretta Flour located at 1700 McEwen Drive,

Whitby, Ontario
The Canadian trademark "County Fair"

The Registered trade name “ Loretta Flour”



SCHEDULE B

BILL OF SALE
THIS INDENTURE made as of the day of ¢, 2011,
BETWEEN:

ERNST & YOUNG INC,, in its capacity as court-appointed receiver and receiver and
manager in respect of 2110458 Ontario Limited 2110458 Ontario Limited o/a Loretta
Flour, 2131413 Ontario Limited ofa Loretta Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac

Holdings Inc.

(hereinafter called the “Vendor™
~ -and-
JE FININVEST LTD.

(hereinafier called the “Purchaser”)

WHEREAS Emst & Young Inc. was appointed Court-appointed receiver and receiver and
manager over the assets, property and undertaking of 2110458 Ontario Limited o/a Loretta Fiour,
2131413 Ontario Limited ofa Loretta Foods, 787755 Ontario Limited o/a New Durham Trading,
and ofa NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc. pursuant to an
Order of the Ontario Superior Court of Justice dated November 26, 2010;

'AND WiiEREAS the Purchaser offers to purchase from the Vendor, subject to the terms and
conditions hereof, all of the Vendor’s and Company’s right, title and interest, if any, in and to the
Purchased Assets (as hereinafter deﬁned),

AND WHEREAS the Purchaser and the Vendor have entered into an Asset Purchase Agreement
dated March 29, 2011 (the “Purchase Agreement”) providing for the purchase by the Purchaser
of the Purchased Assets (as defined therein and as listed in Schedule “A” attached hereto);

of lawful money of Canada, plus ali applicable taxes therson and other good and
valuabie consideration now paid by the Purchaser to the Vendor {the receipt hereof is hereby
acknowledged) the Vendor hereby grants, sells, conveys, assigns, transfers and sets over unto the
Purchaser the Purchased Assets on an “as is, where is basis”, all right, title, interest, property,
claim and demand whatsoever of the Vendor and Company, in, to, and out of the Purchased
Assets, and every part thereof,

iii THEREFORE THIS INDENTURE WITNESSES that in consideration of the sum of




TO HOLD the Purchased Assets and all other right, title and interest of the Companies and/or
the Vendor therein and thereto, unto and to the use of the Purchaser,

The Vendor, subject to the provisions of the Purchase Agreement, hereby remises, releases and
forever discharges to the Purchaser all of its right, title and interest, if any, and all of its claims
- and demands whatsoever in and upon the Purchased Assets,

The Purchased Assets are being sold on an “as is, where is” basis in accordance with and subject
to the provisions of the Purchase Agreement,

Each of the parties hereto acknowledge that they have been afforded the opportunity of receiving
independent legal advice concerning this Indenture, and in the event that any party has executed
this Indenture without the benefit of independent legal advice, such party hereby waives the right
to receive such independent legal advice,

This Indenture shall enure to the benefit of and be binding upon the Vendor and Purchaser and
their respective successors and assigns,

This Indenture may be executed in two or more counterparts, each of which shall be deemed an
original, but all of which together will constitute one and the same instrument. This Indenture
may be executed and transmitted by facsimile machine or electronic mail, with confirmation of
transmission and, on such execution and transmission, this indenture shall be binding on the
parties with the same force and effect as if originally executed.

IN WITNESS WHEREOF this Indenture has been executed by the Vendor as of the day and
year first above written,

ERNST & YOUNG INC,, in its capacity as court-
appointed receiver and receiver and manager in respect of
2110458 Ontario Limited o/a Loretta Flour, 2131413
Ontario Limited ofa Loretta Foods, 787755 Ontario
Limited o/a New Durham Trading, and o/a NDT Food
Service and ofa Skyway Wholesale and Tarbrac Holdings
Inc,

Per:

Mike Dean
Senior Vice President




APPENDIX “H”



BILL OF SALE

THIS INDENTURE made as of the 15" day of April, 2011.

BETWEEN:

ERNST & YOUNG INC,, in its capacity as court-appointed receiver and
receiver and manager in respect of 2110458 Ontario Limited o/a Loretta Flour,
2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and

Tarbrac Holdings Inc.
(hereinafter called the “Vendor” or the “Receiver”)
-and- “
POPPA CORN CORP.

(hereinafter called the “Purchaser™)

WHEREAS Ernst & Young Inc., was appointed receiver and receiver and manager over
the assets, property and undertaking of 2110458 Ontario Limited o/a Loretta Flour, 2131413
Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New Durham Trading, and o/a
NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc. (collectively, the
“Debtors™) pursuant to an Order of the Ontario Superior Court of Justice (Commercial List)
dated November 26, 2010 (the “Receivership Order”); :

AND WHEREAS the Receiver is authorized pursuant to the terms of the Receivership
Order to market and solicit offers in respect of the property or any part of the property of the
Debtors and negotiate the terms and conditions of sale as the Receiver deems appropriate;

AND WHEREAS the Receiver is authorized pursuant to the terms of the Receivership
Order to sell, convey, transfer, lease or assign the property of the Debtors or any part or parts
thereof out of the ordinary course of business;

AND WHEREAS the Purchaser offers to purchase from the Vendor and the Vendor
agrees to sell, subject to the terms and conditions hereof, all of the Vendor’s right, title and
interest, if any, in and to the assets listed in Schedule “A” attached hereto (the “Purchased

Assets”);

AND WHEREAS the Purchaser has agreed to pay, in addition to pay $31,008.01 for the
purchase of the Purchased Assets, $7,500 in payment of the fees and disbursements to be
incurred by the Receiver to bring a motion to obtain an approval and vesting order approving the
completion of the sale contemplated herein and vesting the Purchased Assets in and to the
Purchaser free and clear of all encumbrances;
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NOW THEREFORE THIS INDENTURE WITNESSES that in consideration of the
sum of THIRTY-EIGHT THOUSAND FIVE HUNDRED AND EIGHT DOLLARS AND ONE
CENT ($38,508.01) of lawful money of Canada (the “Purchase Price”), and for good and
valuable consideration now paid by the Purchaser to the Vendor (the receipt and sufficiency of
which is hereby acknowledged) the Vendor and Purchaser agree as follows:

1. The Vendor hereby represents and warrants that:
) it has done no act to encumber the Purchased Assets; and

(ify it has the right to convey its right, title and interest in and to the Purchased
Assets pursuant to the terms of the Receivership Order.

2. The Vendor does hereby bargain, sell, assign, transfer and set over unto the Purchaser, its
successors and assigns, of all of the right, title and interest of the Vendor in and to the

Purchased Assets.

3 The Purchaser shall hold all of the right, title and interest of the Vendor therein and
thereto, unito and to the use of the Purchaser.

4, The Vendor hereby releases to and in favour of the Purchaser of all of the right, title and
interest of the Vendor in and to the Purchased Assets.

5. The Purchaser acknowledges and confirms the Purchased Assets are being purchased by
it on an "as is, where is" basis and that the Vendor has made no representations,
warranties, statements or promises (save and except as expressly stated herein) and has
not agreed to any condition with respect to the Purchased Assets, whether statutory
(including, without limitation, under the Sale of Goods Act (Ontario)), express or
implied, oral or written, legal, equitable, conventional, collateral or otherwise, all of
which are expressly excluded, including as to the existence, condition, merchantability,
description, collectability, fitness for any particular purpose or use, suitability, durability,
marketability, condition, quantity or quality thereof of any or all of the Purchased Assets.

6. The Vendor acknowledges receipt of a deposit in the amount of $15,000 (the “Deposit™)
which shall be applied to the Purchase Price upon the execution of this Bill of Sale.

7. The Purchaser shall upon the execution of this Bill of Sale pay to the Vendor $23,508.01
being the balance of the Purchase Price. The Purchase Price is exclusive of applicable
provincial sales tax and federal goods and services tax (collectively, the “Taxes”).

8. The Vendor agrees that it shall, at the reasonable request and at the expense of the
Purchaser, execute and deliver such other documents, deeds and further assurances and
do and perform such other acts and things as are reasonably necessary or desirable for
effectuating the assignment of the interests of the Vendor in the Purchased Assets unto

the Purchaser.

9. This Bill of Sale shall be governed by and construed in accordance with the laws of the
Province of Ontario and the laws of Canada as may be applicable therein.



10.

11.

12.

13.

14,
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This Bill of Sale shall enure to the benefit of and be binding upon the parties hereto and
their respective successors and assigns.

Each of the parties hereto acknowledge that they have been afforded the opportunity of
receiving independent legal advice concerning this Bill of Sale, and in the event that any
party has executed this Bill of Sale without the benefit of independent legal advice, such
party hereby waives the right to receive such independent legal advice.

This Bill of Sale may be executed in counterparts, each of which when so executed shall
be deemed to be an original and all of which taken together shall constitute one and the

same agreement.

This Bill of Sale may be delivered by way of facsimile or electronic transmission and in
such event a facsimile or electronic transmission received by each party of the other
parties signatures shall serve to confirm the execution thereof by each such party. The
parties hereto hereby agree that an original executed copy of this Bill of Sale shall be
delivered to and by each party within three (3) days of receiving the facsimile or
electronic transmission copy of the executed Bill of Sale.

This Bill of Sale constitutes the entire agreement between the parties hereto with respect
to the subject matter of this transaction and shall not be amended except in writing
executed by the parties hereto and supersedes all prior documents, agreements and
discussions between the parties hereto, whether written or oral.

ERNST & YOUNG INC,, in its capacity as court-
appointed receiver and receiver and manager in

" respect of 2110458 Ontario Limited o/a Loretta
Flour, 2131413 Ontario Limited o/a Loretta Foods,
787755 Ontario Limited o/a New Durham Trading,
and o/a NDT Food Service and ofa Skyway
Wholesale and Tarbrag Holdings Inc.

<\ 2
Per:

Rafn Dodick CAeCIRP
Vice President

POPPA CORN CORP.
Per:

Prgsident

HODMAWCDOCS\TOR01W616392\3



Trade-mark
LORETTA Design
SPORTS NUTS
LORETTA

PALM SPICES
LORETTA
DONNA

1ST PRIZE & Design
JIMMY POP CORN
AMIGOS & Design
AMIGOS

DONNA

ORIGINAL TREASURES

Labels

Loretia Plus
Bacon Labels
Panko Labels
Fish Fry Labels
Flax Labels
Motts 75g Label
Motts 200g Label
8.4 oz Labels
Extract Labels
6.5 oz Labels

32 oz Labels

SCHEDULE “A”

PURCHASED ASSETS

Appl’n No.
1,494,609

0,747,638

0,771,091
0,760,546

1,246,936
0,767,462 ’
0,68,817

1,184,301

1,140,487
1,128,220
0,397,099

0,801,587

Reg. No.

TMA444,031
TMA455,484
TMA447,427
TMAT709,143
TMA446,295
TMA408,003
TMAG622,533
TMAS589,918
TMAS586,972
TMA223,134

TMAA475,657



Lables cont’d

Jug Labels

" Loretta Bulk Labels
Loretta 160z Labels
Loretta Grinder Labels
Longos Large Grinder Labels
Longos 160z Labels
Longos Labels
Geronimo 32 oz Labels
Geronimo Jug Labels
International 32 oz Label
International Jugs Label
Fiormart 32 oz Labels
Fiormart Jug Labels
Clear thermal label 4x1

3 x 4 White Label

2 x 4 White Label

Safety Seals

Small Printing ribbon
Large Printing Ribbon

-A2-



ASSIGNMENT

The undersigned, Ernst & Young Inc., the court-appointed receiver and receiver and
manager over the assets, property and undertaking of 2110458 Ontario Limited o/a Loretta
Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New Durham
Trading, and ofa NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc.,
in consideration of the sum of $1.00 and other good and valuable consideration, the receipt
and sufficiency of which is hereby acknowledged, does hereby sell, assign and transfer {o

Poppa Corn Corp., whose full post office address is 1245 Lorimar Drive, Mississauga,

Ontario, L5S 1R2, its successors and assigns forever, all its right, title and interest in, to

and under the trade mark registrations and applications listed in Schedule A attached
hereto, without any goodwill of the business appertaining to said trade marks.

EXECUTED at

, Ontario, this 15" day of April, 2011.

ERNST & YOUNG INC., in its capacity as court-
appointed receiver and receiver and manager of
2110458 Ontario Limited ofa Loretta Flour,
2131413 Ontario Limited o/a Loretta Foods,
787755 Ontario Limited o/a New Durham
Trading, and o/a NDT Food Service and o/a

Skyway Wholesale and Tarbrac Holdings Inc,
By:. _~# Z w__——-——”

o’
Rahn Dodick CAeCIRP ~
Vice President

ACKNOWLEDGEMENT

The undersigned, Poppa Corn Corp., whose full post office address or principal

place of business is 1245 Lorimar Drive, Mississauga, Ontario, L.5S 1R2, hereby accepts

the above assignment.

EXECUTED at

, Ontario, this 15 day of April, 2011.

Poppa Corn Corp

ichel Cousineau

Pfesident MG uel. Cou Q(fUGA\)



Trade-mark

LORETTA Design
SPORTS NUTS
LORETTA

PALM SPICES
LORETTA

DONNA

18T PRIZE & Design
JIMMY POP CORN
AMIGOS & Design
AMIGOS

DONNA

ORIGINAL TREASURES

:ODMAWCDOCS\TORONAE150072

SCHEDULE “A”

Appl'n No.

1,494,609
0,747,638
0,771,091
0,760,546
1,248,938
0,767,462
0,68,817

1,184,301
1,140,487
1,128,220
0,387,089

0,801,587

Req. No.

TMA444,031
TMA455,484
TMA447 427
TMA709,143
TMA446,295
TMA408,003
TMAG22,533
TMAS89,918
TMA586,972
TMA223,134

TMA475,657



Mary Arzoumanidis Borden Ladner Gervais LLP

T 416,367.8304 Scotia Plaza, 40 King Street W

F 416.361.2448 Torento, ON, Canada M5H 3Y4
T 416.367.6000

marzoumanidis@big.com

F 416.367.6749 i
A Borden Ladner Gervais

April 14,2011

Anne H. Stevens

Barrister & Solicitor

400 Walmer Rd., Suite 806
Toronto, Ontario

MS5P 2X7,234

Dear Ms. Stevens:

Re:

Poppa Corn Corp.

As you know, we are the lawyers for Emst & Young Inc., in its capacity as court appointed
receiver and receiver and manager (the “Receiver”) of 2110458 Ontario Limited o/a Loretta
Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New Durham
Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings Inc.

In connection with the proposed sale by the Receiver of certain trademarks to your client, Poppa
Corm Corp., please find attached a copy of the Bill of Sale, In addition to receiving an executed
copy of the Bill of Sale, the Receiver also requires that your client execute and retum to us a copy
of this letter acknowledging and agreeing to the terms and conditions set out herein:

1.

The Receiver is agreeable to bringing a motion to seek an approval and vesting order
at a date to be determined by the Receiver, in its sole discretion, approving the
transaction contemplated by the Bill of Sale.

In the event that: (1) the court does not grant the approval and vesting order, or (2} if
the approval and vesting order is either set aside, varied or appealed, the Receiver
shall have no further duty or obligation to your client to take any steps in response to
such actions, and shall not be required to take any further steps to ensure that the
approval and vesting order is obtained.

In the event that more than one attendance in court is required to seek an approval and
vesting order, the Receiver shall have no duty or obligation to make more than one
attendance in court and shall only do so if your client agrees to fund the costs of
subsequent court attendances.

Lawyers ] Patent & Trade-mark Agenis



BLG

‘Borden Ladner Gervais

4, For greater certainty, the Receiver’s sole obligation shall be to bring a motion to seek
an approval and vesting order in respect of the sale of the Purchased Assets (as
defined in the Bill of Sale), in accordance with paragraph 1 of this letter.

Yours very truly,

Mary ‘Arzoumanidis
MA/ma

Encl.

ACNKOWLEGDMENT AND ACCEPTANCE

The undersigned hereby agrees to the foregeing terms and conditions.
Dated at this 1&™of Aprit, 2011

POPPA CORN CORP.

ODMAPCDOCS\TOR0IG16718\3
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF NEW YORK Hearing Date: April 11, 2011
Hearing Time: 9:30 a.m.

In re: NOTICE OF MOTION TO VACATE
' AUTOMATIC STAY AND/OR GRANT
PHS GROUP, INC. ADEQUATE PROTECTION
Case No. 11-70413 REG
Debtor. Chapter 7

Assigned to:
Hon. Robert E. Grossman
Bankruptey Judge

Please take notice that OFC Capital Corporation, a secured creditor of Debtor, by the
undersigned attorneys, will move this Court on the 1 |t day of April, 2011, at 9:30 a.m. or as soon
thereafter as counsel can be heard, at the United States Bankruptcy Court, U.S. Bankruptcy
Courthouse, 290 Federal Plaza, Central Islip, New York 11722 for an Order pursuantto 11 U.S.C.
§362(d)(1) and (d)(2) vacating the automatic stay as to the movant’s interest in the Collateral more
fully described in the Application of David R, Brown, and for such other relief as the Court may
deem proper. |

PURSUANT TO LOCAL BANKRUPTCY RULE 9006-1(a), ANY
ANSWERING PAPERS ARE TO BE SERVED SO AS TO BE RECEIVED BY THE
SECURED CREDITOR’S COUNSEL NO LATER THAN 7 DAYS BEFORE THE HEARING

DATE:

Dated: March 16, 2011
Morristown, NJ

Respectfully submitted,

/s/ Angelo G, Garubo, Esquire
Angelo G. Garubo, Esquire
Romano & Garubo, Counselors at Law LLC




TO:

Counsel for Debtor:

J. Logan Rappaport, Esquire
Pryor & Mandelup

675 01d Country Road
Westbury, NY 11590

Counsel for Trustee:

Marc A. Pergament, Esquire
Weinberg Gross & Pergament
400 Garden City Plaza

Suite 403

Garden City, NY 11530

Counsel for Ernst & Young
Daniel N. Adams, Esquire

Honigman, Miller, Schwartz & Cohn LLP
660 Woodward Avenue, Suite 2290
Detroit, MI 48226

Counsel for Lorgtta Group

Mike Dean, Esquire

222 Bay Street

Suite 2400

Toranto Ontario Canada M5K1J7

Counsel for Signature Bank
Antonio M. Donohue, Esquire
Jaspan Schlesinger LLP

300 Garden City Plaza
Garden City, NY 11530

Counsel for Barlich Realty Corp.
James Sawyer, Esquire

Sayer & Demetri

666 Old Country Road, Suite 701
Garden City, NY 11530

U.S. Trustee:

United States Trustee

Long Island Federal Courthouse
560 Federal Plaza, Room 560
Central Islip, NY 11722-4437

Debtor:

PHS Group, Inc.
310 Michae! Drive
Syosset, NY 11791

Counsel for Brome Finance Corp.
Alison D. Bauer, Esquire

. Torys LLP

237 Park Avenue
New York, NY 10017

Counsel for Signature Bank
Frank C. Dell’ Amore, Esquire
Jasapn Schlesinger LLLP

300 Garden City Plaza
Garden City, NY 11530

Counsel for PNC Equipment Finance
Frank Peretore, Esquire

Peretore & Peretore, P.C.

110 Park Street

Staten Island, NY 10306

Counsel for Lloyd I Milier, IIT & Milfam I, LP
Paul N, Silverstein, Esquire

Andrews Kurth, LLP
450 Lexington Avenue
New York, NY 10017




UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF NEW YORK Hearing Date: ppril 11, 2011
~ Hearing Time: 9:30 am

Inre: CERTIFICATION OF
DAVID R. BROWN

PHS GROUP, INC.
Case No. 11-70413 REG

Debtor. Chapter 7

Assigned to:
Hon. Robert E. Grossman
Bankruptey Judge

I, David Brown, Vice President of OFC Capital Corporation (*OFC”), is the
holder of a first securiiy interest on the debtor's personal property described herein. As Vice
President, I have reviewed the books and records including computer records of OFC in
connection with the aforesaid debtor and I am familiar with the contents thereof, and I am
authorized to make this Certification. I make this Certification based upon my review of the
books and records including computer records and the file of OFC regarding the subject debtor
which file coﬁtains the documents described herein,

1. On January 28, 2011 (the “Petition Date™), Debtor filed a Petition in this
Court seeking relief under Chapter 7 of the United States Bankruptcy Code (the “Code”).

2. At the Petition Date, Debtor was indebted to OFC in the gross amount of
$105,341.36, plus interest, late charges, costs and fees, including, without limitation, reasonable
attorneys® fees and expenses (collectively, the “Indebtedness™). The Indebtedness of Debtor to
OFC is evidenced by a certain Equipment Financing Agreement dated October 21, 2009, in the
otiginal Principal amount of $125,160.00 with OFC as Cﬁaditor and Debtor and Quality Food
Brands, Inc., as Co debtors; and a Lease Agreement Dated March 27, 2009 with QFC as Lessor and
Debtor as Lessee {collectively the “Loan bocuments”). The obligations and Indebtedness owed by

Debtor to OFC are secured by a perfected first priority security interest in, to and againstan All Fill




Model TA 600 Twin Auger Filler # 80414 , one System A Scale Hopper Equipment, and one Ross
Model 42N-0528 Ribbon Blender, s/ 106158 ( the “Collateral™). True copies of the Loan
| Documents are annexed hereto as Exhibit “A” and iﬁcorporated herein by this reference.

3 Debtor pledged the Collateral to secure Debtor's obiigations and
Indebtedness owed to OFC as defined in the Loan Documents, (collectively the “Obligations”).
"The Loan Documents further provide for the acceleration of all Obligations and Indebtedness in the
event of default in prompt payment of any of the Obligations and/or Indebtedness. A complete
listing of the Collateral is detailed in the Loan Documents and is incorporated herein by reference.

4, The security interest in favor of OFC has attached, was duly perfected, and
is a first ptiority interest in the Collateral.

5. Repayment of the Obligations and Indebtedness is governed by the terms
and conditions of the I.oan Documents and other documents, instruments and agreements

executed and delivered by Debtor (collectively the “Contracts™), all of which are hereby made a

part hereof by this reference.

6. Debtor has defaulted in his obligations under the Contracts, inter alia, by
failing to méke the monthly payments pursuant thereto and by filing this Chapter 7 petition in
bankruptcy.

7. Debtor also continues to use equipment pledged by the Debtor which
continues to depreciate in value, OFC is informed the Collateral in the possession of Quality Food
Brands, Inc. and Bektrorﬁ Food Inc. These entities are believed to be affiliates of the Debtor and not
in Bankruptey.

8. Debtor is indebted to OFC, as of the date of filing his Chapter 7 Petition,

in the amount of $105,341.36 calculated as set forth in Exhibit “B” hereto. Pursuant {o the terms




of the Contracts, Debtor is also obligated to OFC for all attorneys' fees and costs incurred by
OFC, and for continuing late charges from the date of filing the Chapter 7 petition until paid.
9, OFC seeks relief from the stay to exercise its state law, rights and

remedies as to the Collateral on the following grounds:

a.

10. A copy of a proposed Order granting the relief sought by OFC is annexed

hereto as Exhibit “C”.

11.  No prior application has been made for the relief requested herein,
12. 1 make this Certification in support of the Motion Vacating Automatic

Stay and/or Granting Adequate Protection, OFC reserves to itself all rights and remedies it has at

law, in equity and/or pursuant to contract.

On information, expetience, and belief OFC believes that the
Collateral is subject to irreparable injury, loss and/or damage.

The Collateral is subject to vast depreciation through usage and
passage of time.

Continued use and opetation of the Collateral without payment
may eventually cause OFC to be left with an unsecured obligation
from Debtor and will cause immediate, substantial, and irreparable

harm to OFC,

On information, experience, and belief OFC believes there is no
reasonable prospect for reorganization of the Debtor.

Debtor has failed to offer OFC adequate protection for retaining
the Collateral.

The collateral in the possession and controf of third parties.

There is no equity in the collateral. Without inspection the
collateral is worth $95,000.00 based upon our desktop evaluation,




I hereby certify that the foregoing statements made by me are true based upon my
review of the aforesaid records of OFC; ] am aware that if any of the foregoing statements made

by me are willfully false, I am subject to punishment,

OFC CAPITAL CORPORATION,

Dated: W::’ Sl By: ® e S

David Brown
Vice President




EXHIBIT “A”



of¢ capital corporation LEASE AGREEMENT

TO OUR CUSTOMER:  For your converlencs, this Lenso Agraement (e "Lease") has been wiitien In a “plain Englisti* format, Whent the words yoy and vaur are usad la this
L.ease, thay mean you, our cuslomer, the Lesses Ingicaled below, When the words we, s, and auy are used in ils Leass, they mean QFG CapHal Comporaton,

PHS Group Inc. {516) 714-8200 3546
CUSTOMER Lassae Name Phone # Approval Ne,
INFORMATION 223 Underhill Boutevard , Syossst, Nassau County, NY 11719 6001515

Bllling Street Address/City/County/State/Zip Leass No.

502 Maln Avenue, Colgale, Steele County, ND 58048 22-3811766 0081129

Equipment Location Address . Tax 13 No. Customer No.
VENDOR
INFORMATION All-Fill Inc.

Supplier Name o
EQUIPMENT AS DESCRIBED ON SUPPLIER'S INVOICE(S) ATTAGHED AS EXHIBIT "A* HERETO AND INGORPORATER HEREIN BY REFERENCE (and you
DESCRIFPTION have axpressly sutherized us to aftach such volee(s) upen rv_ecsipi).

Leasgs Term (Months) Lsase Payment PAYMENT TERMS
TERM AND 36 (Months) $2.249.5% You agres 1o pay at the lime you sign this Lease!
LEASE A. Total Advance Payment: $4.499.02
PAYMENT B. SalesftUse Tax on Advance Payiment (%) $269.94
SCHEDULE C. One-Time Documentalion Fee $200.00

D, Site tnspaction Fee $200.00
{Pmounts are plus appllcable laxes) E. Tolal of A+ B +G+D $5,168.96

INSURA N CE You s required to provids and raalnain insurance rolated fo the Equipment, and to pay any property, usé and other taxes rolated to this Lease or the Equipment. {Sea
AND TAXES Seclions 4 and & on the back of this Lease.) If you ars tax exempt, you agrea to farnish us with satfsfactory evidence of your exemption.
Vou aulheriza Gs or amy of ol atfillales Of &ssigness to obiain eredit bureat reports, asd niake any other eredit inguiries that wo fee! are necessary in our sols and absolale
CREDIT - discretion. Upon written request, we will inform you whether wa have requested o consamer credit veport and tie name and address of sny consumer crediif reporting
INFORNMATION 25%Y that frnished a report, You acknowledgs that without further notics we may uso or request additionat credit bureau reporis (o updats our infomatlon so long as
siour obligatlons to us ase outstanding.
By signing this Lease: (2 you acknowledga that you have read and understand tha texms and conditlons on all three (3) pages of this Lease, (T} you agree that this Lease {5
TERMS AND 2 nét lease that you cannot ferminate or caneel, you hava an unconditional obligation to make sll paymenis due under this Lease, and you cannot withhold, set ol o1
CONDITIONS reduce such payments for & n whatsosyer, (1) you will i:se the equipment enly for huslness purpases, (TV) you warmant that the person signing this Leaso for you
hat rity to 4o spAndfto grant the power of atiomey set forth in Section "7" of this Lease, (V) you confirm that yon decided to enter into this Lease mather than
fatal caso price, and (V1) you agres that this Leass wili be governsd by 1he laws of tho State of Georgia, notwithsianding choice of 1éw or

PHS Group nc. , Lessee

Fehase thi equi t5or
OFC CAPITAL CORPORAFION, or
P f ST

Authofized 4

“Authoiized Slapat ’
F : 7
| Jobw M. Farfote 5/»0/0; Mair Falblsh Chisf Exscutlve Officer l_j}_{_lifaﬁ_
D

Vce Prastd=gr
ale

AR ot Porsollo Managep Tille / Pate Print Name Titie
OFG Capitat Gomoralion LUNCONDITIONAL GUARANTY,

Ta considaration oF OFC Capltal Compomtion ("Lessor™) entering Into the above Lease, e undersigned (Jointly and severally if mors than ons guaranfor guarantses the Lease) uncenditionalfy and
absolulely guarantees to Lessor, fts successors and assigns, prompt paymeal and paif of all obligstions of the Lesses Identified above under the Lease (the "Obligations™). The undersigned
agrees; (a) that the nndersigned has réad and understands all of the terms end conditions of the Lease; (b) that this Gueranty {5 of payment and not of collention and thail not bo sffected by any
unenfarceability or Jnvalidity of the Obligations or any amsudment, exiension, waiver or release thereof (whether or not the undersigaed has notice of such eyent), and that Lessor may procesd directly
against the undersigned without teking any action with respect fo the Ecssea, the Equipment or eny secutity for the Lesseo's obligations; (¢} that the undersigned's obligations hereunder shall not be
discharged by death or incompetency, or by {he dlssolution or quidation of the Lesses; (U) that this Guacanty shall be governed by the Laws of the State of Georgia and that the undersigned consents
to ihe jurisdiction of, and venue in, suy stalo or, feders] court located within the State of Georgia; (8) to pay all of Lessor's costs ef enforesment and ¢ollection of the Obligations of this Guaranly,
inoluding reasonable attomey's fees; and (£ that ths undersigned has waived the right 1o votices under 0.C.GLA. 10-7-24, Tha undersigaed also authotizes Lessor, its affiliates end assigness t0 oblain

credit bursan reports and other bank end trede reforonces with respect to the undersigoed,

CORP

ONLY

"""""""""""""" DELIVERY AND ACCEPTANCE ACKNOWLEDGMENT

By execuling and delivering Ihis Delivery and Acceplance Acknowledgement, the undersigned Lessee ("wa” of "us®) certifles that: {1} we have Inspacied ihe Equipment, and have
dalermined ihat the Equipment is Installed and In goed working condition; (I} we have sccepled the Equiment and Instructed OFC Caplial Corporaton to purchass the
Equipment from tha Supplier; {iil) our obligations o perform all the lerms and condllions under the Lease have bagun; end {iv) we viil unconditionaly and abselutely pay

Leasa Payments io QFC Capltal Comporation ai the locallon and In the amount stated in the Lease.
This Acknowledgement Is sxocuted and deliverad In cenrrection with Lease No. 8001616 batween QFG Caplfal Sorporalion and us (the "Lessss®), Caplalized terms used in this
Acknowledgement without dafinition keve liia meanings set forh In (he Leass,

PHS Group in ©,lLessee

Malr Faiblsh, Chief Executive Officer
Aulhgrized Signalure Print Name Datel 3 '2 N , 051

rev, June 25, 2008 1




1, LEASE; DELIVERY AND ACCEPTANCE. You agree to lease the Equipment describod on the front of {his Lease (collectively *Equipment®) cn the ferms and
conditions shown on the front and back of this Lease. If you have enlered Into any purchase or supply conlract (collectively "Supply Cenlract’} with any Supplier, you
pereby aeslgn lo us your rights under such Supply Conlract, but none of your obligations (other than the obligation to pay for the Equlpraent if it Is scoepted by you as
staled below and you timely defiver o us such documsnts and assurances as we reguest). If you have ol entered into a Supply Conlract, you authorize us fo enfeér inlo a -
Supply Coniract on yeur hehall, You will armange for defivery of the Equipment to you, When you recelvs the Equipment, you agree fo inspect it to determine f it is in
good viorking order. The rental term of this Lease will begin on the date when all or subslantially all of the Equipmert has been delivered to you. {*Commencement
Dalo*). The Equipmant will ba deamed irrevecably acceplad by you upen the earler of: &) he dalivery to us of a signed Delivery and Accapiance Cerlificate (if requested
by us); or b) 10 days afler delivery of all or subslanfally all of the Equipment fo you if praviously you have not given vaitten notice to us of your nen-acceplance, If the
Commencement Date staris on the 10" of the month, then the eniire perodic Lease Payment shall be due and payable on the 1 0" day of the fotlowing month,
Howsver, if the Commencement date starts al any time other than the 10% of the menth, then the Lessee shall pay an amount equal lo the perlodic Lease
Payment (or, If the petlodic Lease Payment varles during the ferm of the applicable scheduis, the average of all scheduled Lease Paymenis during the tenn of
such Scheduls} divided by 30 and muliipllad by the number of days between tho Commencement Dale and the 10™ day of the month Immadiately (olfowing the
Commencement Date {"Interim Rent™), ‘The Interim Rent shall be due and payable on iha 107 of the manth immediately following the Commencment Date,
Subsequent perladic Lease Payments shall be paid In ifs antlirely on the 10" day of sach month lhereaflier whether or not Lessese has recelved nollce that such
paymsnts ara due as set forth herein, ADVANGE PAYMENTS—Lessor may, in its sole and absolute dlscretlon, require that Lessae fender an advance
payment to the Lessor ("Advance Payment”). If Lessor requiras that Lessee tender an Advance Payment, the Advance Payment shall ba dus and payable on
the Advance Payment shall not effect the required interim Lease Payment, nor shall It effect the periodlc Lease

the Commencement Date. Furthermore,
Payment. You will maks all paymenls sequirad undar this Lease to us at such address as we may spedify [n wriling. You authorize us 1o adjust the Lesse Payment by

nol rore than 16% If the actual Tolal Cash Piice (which is all amounts we have pald in conneciion with the purchass, delivery and instaliation of the Equipment, Including
any trada-up and buyout amounis} differs from the estimaled Totel Cash Price of the Equipment. If any Lease Paymant or olher amount payable under this Lease is not
paid within 10 days of lts due dale, you will pay us a lale charge equal lo 10% of each such late payment (or such leaser rate as is the maximum rate allowable under
applicable law.) o

2. NO WARRANTIES. We ara-jeasing the Equipment 1o you *AS-1S.* YOU ACKNOWLEDGE THAT WE DO NOT MANUFACTURE THE EQUIPMENT, THAT WE DO
NOT REPRESENT THE MANUFAGTURER OR THE SUPPLIER, AND THAT YOU HAVE SELECTED THE EQUIPMENT AND SUPPLIER BASED UPON YOUR OWN
JUDGEMENT, WE MAKE NO WARRANTIES, EXPRESS OR IMPLIED, INCLUDING WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR OTHERWISE. YOU AGREE THAT REGARDLESS OF CAUSE, WE ARE NOT RESPONSIBLE FOR AND YOU WILL NOT MAKE ANY CLAIM AGAINST
US FOR ANY DAMAGES, WHETHER DIRECT, SPECIAL, OR INDIRECT. YOU AGREE THAT NEITHER SUPPLIER NOR ANY SALESPERSON, EMPLOYEE OR
OTHER AGENT OF SUPFLIER IS OUR AGENT OR HAS ANY AUTHORITY TO SPEAK FOR US OR TO BIND US IN ANY WAY. We lransfar to you for the term of this

. Lease any warranties maede by the manufacturer or Supplier under a Supply Conlract,

3. EQUIPMENT LOCATION; USE, MAINTENANCE AND REPAIR; RETURN, You will kesp and use ihe Equipment only at the Equipment Location shown on the front of
t your own cost and expenses, you will malnialn the Equipment as provided in the

thls Leass. You will not move the Equipment without our prior witten consent. Al

appiicable malntanance manual or, if none, &8 recommended by the menulaclurer, and you wilt keap vaitten record of servicing stgned by the senvice provider, You will
kesp lhe Equipment efigible for any manufacturer's carlificalion, in compliance with &l applicable laws and In good repalir and condition, except for crdinary wear and fear.
All raplacement paris for the Equipment will be purchased from sources approved by the original manufaclurer, and you will setain coples of any appliceble purchase
riders andfor Invaices. ‘You will not make any alterations, additions, modiffeations or replacements to the Equipment without our prior wriflen consent. Alf alferations,
addiions, modifications and replacements will become part of the Equipmsni, will nol be removed from the Equipmenl and will consfitrle our property at no cost or
expense lo us, We rmay inspesd the Equipment at any reasonable time. You will pot use any malerial classified as hezardous under applicable law except In accordance
with applicable laws and regulations. You will maintaln all records, fogs and licenses required by any governmenta! authority, vhather the requirement Is imposed on you
or us. You vdll require all operators of the Equipment to operale the Equipment with reasonable care and diligence and o use nonmal reasonabls precautions in such
operallon, Unless you purchase the Equipment In accordance wilh {his Lease, at the end of the lerm of this Lease you will immediately défiver the Equipment fo us in as
good condition as when you received it, excapt for ordinary wear and tear, to any place In tha conlinental United States hat we tell yor and shipped In accordance with
the origlnal manufaclurer’s recommandations. You wil pay all expanses of deinstelling, crating and shipeing, and you vill Insure the Equipmant for its full replacement
value during shipping. You will arrangs for deinsteflation In sccordance with the orfglnal manufacturer's speciffc insteuctions or, f nona, In accordance wilh normal industry

practices for new £quipment using the same speclal transporiation devices as wera used In original installation of the Equipment. All maving parfs will be seoured, all

process fiulds removed and their containers cleaned and drled, &ll Intemal flulds such as lube off and hydraullc ofl filled to operaling levels, all filler caps secured and
allation of the Equipment. All keys will be

disconnected with hoses sealed and all fragils companenta protected In an efficlent and carefut manner to facliilale the ralnsl
retumed together secured 1o & major extarnal component of lhe Equipment. At the fime of refurn, the Equlpment will be: 1} oparational and able 1o perfor Ils requirad
task effoctively withoul rapalr or overhaul; 2) complete wilh no missing components or altachmants; 3) clean, with all boots, guards and seals Rully funchional; 4) rust free;

5) accompanted by all iuoling and dooumentation; and 6) as othenyise required hereby.

4, LIENS; TAXES AND FEES. You shail keep the Equipment free and clear of alf claims, levies, lions and encumbrances. You shall pay {or If you have falled to pay and
we havo pald the sama as herelnafter provided, reimburse us, upon demand, for) any and all properly, seles, use or sther {axes (together with any fines, panalites or
Interest thereon) applicable 1o lhe Equipment or yeur use or operation thereaf, this Lease and the rent and other sums at any lime dus under or wib respect herelo. You
shall indemnify and hotd ug hanmiess from afl license and reglstration fees and all sales, use, personal proparty and other taxes, levies, dutles, charges or withholdings of
any nature (logelher vith any penaliles, fines or Interest thereon) arising at any Uine during the term hersof or therealter, or upon the refurn of the Equipment to us, and
imposad agaiast us by any federal, slate or local gevernment or texing aulhosity upon or with respect o the purchass, ownership, delivery, leasing, sale, possession, use,
operation, retum or other dispesition of the Equipment, or upon tha rentals, recelpls or samings arising therefrom or upon or with respect o this Lease {other than laxes
on or measured by our income), If any of the same shall remaln unpald, when due, we may, in our acle and absoluls discretion {while v have absolutely no obligalions
fo do s0) pay same and add such payment to the Leasa Paymenl next bacoming dus as additlonal rent. Notwithstanding anything to the conlrary contained hereln or
olhenvise, and withaut limiling e preceding, you acknovdedge and agree that i this Lease is or should be treatad for tax purposes as a finencing lease by any relevant
texing authority, you are and shalt ba solely respensible for the payment of any and all applicable personal property taxes, fines, ponailles and Interest ard the proper
reporling fo stich taxing authorily of the necessary information concaining ihe Equipment and such laxes. As a servics {o ant on behalf of you, for which a fea may be
added to the Lease Payment next hecoming due as additional rent or subsequently biled 1o you, we may, In our sole and ebsolute discretlon, prepare and slther submit
to you far filing, or, i the taxing authority allows us to file and pay the applicable personal property taxes directly on behalf of you, fils and pay the applicable psrsonal
proparty taxes, fines, penalliss and Interest to such taxng authority. You further acknowdedpe and agree that we may, in our sole and absolute discration, at any fime

ba due with respact to the Equipment in the Lease Paymen's payable by you or Involce you for

eilher Include a reasonable eslimale of personal praperty taxes that may
the actual or estimaled amounls of personal propery 16xas pald By us or due frem you to any taxing authority. You shall be Ilable to us for any unpald or underpald

{inchuding by reason of our fallure fo propsdy estimale the amount thereof) personal property taxes, fines, pepailies and laterest relating to the Equipment or Lease
Payments during the ferm of this Lease thal were ssaessed durng or alter the fermination or expiration of this Lease, We are net required o contesl any taxes, fines,

penalifes or Inferest assessed by any taxing authority.

§. LOSS DR DAMAGE. As belween you and us, you are responsible for any loss, theft or destruclion of, or damage lo, {ha Equipment (coltectively “Loss") from any
cause at all whelher or ral insured, until it is deffvared to us at the end of this Leass, You are required to make all Lease Paymenls even if there [s & Loss, You must
notify us In writing immediately of any Loss, Then, al our oplion, you Wil elther (&) repair the Equipment so that itis In good conditton and worklag order, eligible for any

manufacturer's certificatlon, or (b) pay us fhe amounts specified in Section 8{b) belov.

6. INSURANCE. You will provida and mainlain at your own expense: {a) properly insurance agalnst the loss, thefl, damage or destruction of, or damage to, the
Equipment for iis full raplacement vaiue, naming us as loss payee, and {b) public lfability and third parly propery insurance, naming us as an addilional Insured, You will

Lassoo has read and agrees with all llems on pages 2 and 3 BE
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- = gosls of enforcing our rights against yol,

glve us certtficates or olher avidence of such insurance vhen requested. Such Insurence wilt ba in & form, amount and with companles accaptatle lo us, end will provide
{hat we vdll be given 30 days advance nolice of any cancellation or material change of such insurance. 1f you do niot give us evidence of Insurance acceplable 1o us, we
have the right, but no! the obligation, to obtafn insurance from an insurer of our cliclce, incluging an Insurer that Is our affiliate. We may add the costs of acquiring and
maintaining such insurance (collectively "Insurance Charge®) te the amounls due from you under this Lease, You wifl pay such [nsurance Charge in equal Inslallments
aliocaled to the remaining Lease Payments (plus inlerest on such atiocalion &l 1.5% per month or, if leas, the maximum rale allowad by law), i we purchase Insurance,
you will cooperale with our insurance agent with respact fo the placement of Insurance and the processing of claims. Nolhing In this Laase will creats an [nsurance
relationship of any type between us and any other persen, You acknewiedge thal we are not required to secure ar malntaln any insurance, and e will not be liable to you
if we terminale any insurance coverage Ihat we arrange. If we replace or renew any insurance coverage, wa are nol obfigated 1o provide replacement or renewal
coverage under the same terms, costs, limils, or condillons as the previous coverage,

quipment, You will keep the Equipment free of afl llens and

_ 7. TITLE; RECCROING; DOCUMENTATION FEE. We are the owner of and wiit hold lilla to the E
encumbrancas. You agree that this transastion Is a true lease. Howaver, In the event that {ivls transaction Is at anytime deemad to be a leaso inlended for security, you

hereby grant and convey o us a purchase money securlly Intarast in the Equipment (ncluding any replacements, substilutions, additions, attachments and proceeds) as
ime, you will dellver 1o us slgned financing statements or other documents we nead to protest our

securtty for your abligations hereunder. Upon our reguest at any ti

Interest in the Equipment, You authorize us fo file & copy of this Lease as a financing slatement and appoint us or our designee as your attomay in fect 1o execute and file

on your behalf, one or mors financing stalements and amendmenis thevelo covering the Equloment. The foregoing powsr of altomey s Imevocable as long as your

obligaiions hereunder are aulslanding and Is coupled with an interast. You heredy ratify any finencing stalements thal we execuled and fited on your behalf prior lo your
“executlon of this Lease and you agrea lhal such financing slaiements are valid and binding. .

8. DEFAULT. Each of the falloving is 2 “Default® under this Lease: () you fall to pay any Lease Paymenl or any other payment within 10 days of ils due dele, {b) 'ym_.] fail
10 perfoim any of your other obligatlons under this Lease or In any other agreement wilh us or with any of our aflilisles, and such failure conlinues for 10 days after we

have nofified you of il, {c} you become [nsolvent you dissolve or are dissolved, you asslgn your assets for the benefit of your creditors, you seek to effect a sale or transfer

of substantially all of your assels, cease to do business as a going concen or enter (voluntarity or Involuntarily) any bankrupley or reorganization proceading; (d) any
or becomes subject to one of the events listed In clause {¢) above; {e} you sell or

guarantor of s Lease dies, doss not perform fis obligations under the guaranty,
purport 16 aefl your inferast in the Equipment, or mave the Equipment, withaut our pricr vilten consent: or (f) you fall ke malntaln insurence on the Equipment as required
heraby; (g) yeu fait to nolify us of any changes In the ownership struclure of your business operation,

lowing: (a) we may cance! ar terminate thls Lease or any or all other agreemens that we have

p. REMEDIES, If a Default oceurs, we may do one or more of the iol
a sum equal 1o {j} the present value of

entered Into willy you: (b} we may require you to immediatsly pay us, us compensalion for loss of our hargain and not as a penally,
all unpald Lease Payments for the remalnder of the Lease temm plus the present vaiue of our anlicipated residual interest In the Equipment, each discounted at 6% per
year, plus (il) el other amounts payable or that bacorne payable under this Lease; (c) we may raquire you lo deliver the Equipment to us as sel forlk In Seclion 3; {d) we
~ or our agent may peacafully rapossass the Equipment without courf order and you will not make any clalms against us for damage of Irespaes or any other reasor; (8)
we may oblaln a wiil of immediate possession for the Equipment under applizable law withoul notice and wilhout ihe necesslly of posting a band (and you oexpressly
walve any right to require us lo give riotise or post 2 bond): and/or {f) we may exercise any olher right or remedy avallabie a1 law or in equity. You agree lo pay ali of cur
{ including reasonable altorney’s fees. If we take possessien of the Equipment, we may sell or otherwise dispose of it with or
without nolice, at a publio o privale sala, and apply the net proseads (after we have deducled all costs related to the sale, repossession, refurbishment, or dispostiion of
the Equipment) to the amounts that you owe us. You sgree that if nolice of sale is required by law io be given, 10 days notico shall constitte reasonable nofice, You wil
remain responsible for any amounts thal are dus hereunder alter we have applied such net proceeds.
10, FINANGE LEASE STATUS. You agres that this Lease will be considered a *finance Jease™ as thal lemm Is defined in Arlicls 2A of the Unlform Commerclal Code {as
adopled in Georgla) ("UCGC"). By signing this Lease, you agree thal elther (a) you have reviewad, approved and recefved & copy of the Supply Confract or (b} that we
have informed you of the identily of the Suppller, that you may have rights under tho Supply Conlract, and that you may contac! the Suppller for a description of those
rights. TO THE EXTENT PERMITTED BY APPLICABLE LAW, YOU WAIVE ANY AND ALL RIGHTS AND REMEDIES CONFERRED UFON A LESSEE BY ARTICLE 2A

OF THE UCC. .

11. ASSIGNMENT. YOU MAY NOT ASSIGN, SELL, TRANSFER OR SUBLEASE THE EOUIPMENT OR YOUR [NTEREST IN THIS LEASE. We may, without notifying
you, sall, asalgn, er fransfer this Lease or our fights in the Equipment. You agrea hat the new owner vall have the same righls and benefils that we have novs under thia
Lease but not our obligalions. The rights of the new awner will not be subject to any ¢laims, defenses o sel off that you may have againsi us,

12. AUTOMATIC RENEWAL, Thia Lease will auternaticalty renew for an addifenal 12 month lemn unless, at least 30 days before the explratlon of the original lem

hereof, you nolify us that you do not desire a renewal temn, and you (herealter return the Equipment at the end of the term as provided In Pasagraph 3 ehove, Falure to
s as set forih heraln. Afler any renaval farm, this Lease will renew for

either provide stich natice or relurn the Equipment wilf cause the aulomatic renewal of this Lea
succossive ona month feme untll you raturn the Equipment to us. During such renewal term(s), the Lease Paymant will remain the seme. We may cancel an automatic
renawal lerm by sending you wiilten notice at least 10 days hefore the end of any ferm.

13, INDEMNIFICATION. You are responsible for any losses, damages, panalties, clalms, suits, acllons, costs and expenses, including aftorneys fees (collectively
"Clgims™), whether based on a theory of sirict Tabillty or otherwise, Incurred by us and caused by or related fo; (&) the manufaclure, Installation, ownership, use, lease,
possession, or deflvery or rejection of the Equipment, (b) any delecls In the Equipment, or {¢) clatms of any Suppller relating 1o your rejaction of or objaction fo any liem of
{he Equipment. All of the foregelng Indemnilies are binding and Irrevocable aa of your execution of lhis Lease, regardiess of wheiher or whan the reats! term hereunder
begins, and such indemnitles shall surviva the expiration or termination of this Lease, You egree lo ralmburse and indernanify us for, and if We request, io defend us
against, any Claims.,

14, CONSTRUCTION OF LEASE PAYMENTS. Blnce this Lease represents & lease of Ihe Equipment, we are in agresmant thal no amount paid by you hereunder vl
constilute "interest,” end we bol Infend that this Lease not violale any sppiicable usury laws. i, however, any amount paid by you under this Lesse Is ever canstrued to
conglitute interest, then we have agreed (a) thal such amounts will never excesd the highest rate pemmitied under applicable lew and (b) if weo ever collacl an amount
which fs more than what s permilted urider applicable law, we will lreal such excess amounts s prepayntents of the “principal” portian of your payments dus hereundsr
{In inverse order of madurity), and we will refund to you any amounts In excess of the tolal "principal” oulstanding, In deternining whether amounls desmed (o be

“inlerest® exceed the highest lawfui rate, any advance paymenis which are dssmad lo be IMerest shall be spraad over the full term of this Lease.

15, MISCELLANEOUS, You agres that the temns and conditions contained In this Lease make up tho enlire agresmant batwaen you and us regarding the lease of the
Equipment, This Leasa Is net binding an us untll we sign It Any changa In any of the lerms and conditions of this Lease must be in wrillng and signed by us. You agree,
however, that we are awthorized, without notice lo you, lo supply missing Information or correct obvious eirars In this Lease. In addltion, you expressly authorize us to
atlach as Exhitlt "A" hareto, a copy of all Invaicals) wilh respact fo the Equipment, a3 recaived by you from the Suppfier(s) of the Equipmenl. if we delay ar {ail to enforce
any of our rights under this Lease, wa will stlll De entilied to enforce those righls at a Jaler time. All notices shall be given In wiiting by the parly sending lhe notice and
shall ba efiective when depostted In the LLS. Mall, addressed fo the parly eceiving the notics at lts address shown on the front of this Lease {or lo any other address
spaciied by tha! parly in wrillng) with postage prepaid personally or when defiverad by nationally recognized overnight defivery, service. Al of our rights and Indemaitles
vill survive the tarmination or explration of lhls Lease. For any and ail litigalion undsr this Lease, you cansent o the non-exclusive Jurisdiclion of, and venus In, any slale

or federal court localed within the State of Geergla.

il you do niot perform any of your chligations under this Lease, we have the right, bul not the obligalion, to teke any action or pay any amounts thal we feel are necessary
to protect qur fnterests. You agrea to reimburse us Immediately upon our damand for any such emounts thal we pay. if more then one Losses has signed this Leass,
each of you agree that your llabflity fs joln and several.
33621

Lessee has read and agrees with all flems on pages 2 and 3 B
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Ofb capital corporation
7 4 .

DELIVERY AND ACCEPTANCE ACKNOWLEDGMENT

LEASE AGREEMENT NO.: 6001515 dated:

By executing end delivering this Delivery and Acceptance Acknowledgment, the
undersigned Lessee (“we” or “us”) certifies that: (i) we have inspected the Equipment, and have
determined that the Equipment is instatled and in good working condition; (if) we have accepted
the Bquipment and instructed OFC Capital Corporation to purchase the Equipment from the
Supplier; (ifi) our obligations to perform all the terms and conditions under the Lease have begun;

and (iv) we will unconditionally and absolutely pay Lease Payments to ORC Capital Corporation

at the location and in the amount stated in the Lease.

This Acknowledgment is executed and delivered in connection with Lease No. 6001515 between
OFC Capital Corporation and us (the “Lessee”). Capitalized terms used in this Acknowledgment

without definition have the meanings set forth in the Lease.

LESSEE: PHS Group Inc.
By: b4 W W
7

Name: Mair Faibish
Title; Chief Bxecutive Officer

Difo: S 6 I &9

576 Colonial Park Drive, Suite 200, Roswell, Georgia 30075
Phone: (800) 336-4949
Fax: (800) 942-4631

22




Ofb capital corporation
[ 4

TO: PHS Group Inc,

FROM: OFC Capital Corporation
DATE: - March 17, 2009
RE: $1 Purchase Option on Lease No: 6001515

OFC Capital Corporation has entered into a lease agreement (“Lease”) with the above referenced
as Lessee. This fetter is intended to grant to you, under certain circumstances, the right to
purchase the equipment subject to the lease at the conclusion of the lease.

Provided that all obligations under the Lease have been timely and fully performed through the
maturity thereof, you may exercise this option to purchase all but-not less than all of the
equipment subject to the Lease by remitting $1.00 to OFC Cepital Corporation, within thitty (30)
days of the time you are notified that the Lease has concluded. Upon receipt of your remittance,
we will furnish to you a Bill of Sale transferring our interest in the equipment to you, fice and
clear of all liens, security interests and encumbrances by or through us, The Bill of Sale will also
provide that the sale shall be "AS IS, WHERE IS' AND WITHOUT WARRANTIES,
EXPRESSED OR IMPLIED, EXCEPT AS PROVIDED ABOVE,

This option shall be exexcisable only under the conditions set forth above.

LESSEE: PHS Group Ine.
A WAl {

Name: Mair Faibish
Title: Chief Executive Officer

B 3 /2D 2008

576 Calondal Perk Drive, Suite 200, Roswoil, GA 30075
Phons (770)587-1156
Fax (770)642-4631




0 fb capital corporation
a .

SECRETARY'S CERTIFICATE RELATING TO
" INCUMBENCY AND CORPORATE RESOLUTIONS

The undersigned, (Print Name) TSI & i {7 A ,

(Assistant) Sccretary'of PHS Gfoun' Inc. , a PA corporation ('hrom the "Corporation”) hereby certifics:
1, Lam the duly eicctcd qualified and acting (Ass:srant) Secretary of the Corpurahon and have the custody of the corporate records, mimtes

and corporate seal.

2, The following person(s) has/have been properly elected or appointed to the office in the Coxporation as indicated below, such person(s)
hold(s) such office at this time, and the specimen signature appearing beside the name of each such officer is his/ier genuine signatnre:

NAME R - spE 16 SQCIAL SECURITY NUMBE
Mair Faibish Chicf Breontive Officor I 27 B /4 '

3. The following resolutions wers adopted within the last 30 days (but it no event later than the lease agrecmcnt(s) deseribed below) either:

O

A, At aduly called and conduc!ed meetmg of the directors of the Corporation at which 4 quorum was preseat and voting throughout;
-OR-
B, Ry the unanimous written consent of the directors of the Corporation, the original writien consent has been placed with the records of

meetings of sald directors;

RESOLVED, that each of the officérs of the Corporation whose name appears above together with each duly elected or appointed successor in office
to anty of them (each, an "QOfficer', be and hereby is (acting along or with one or more other Officers) authorized and directed to enter into, execute
and deliver in the name and on behalf of the Corporation all lease agreements and schedules between the Corporation as Lessee and OFC CAPITAL
CORPORATION, as Lessor ("Lessor" , providing for the leasing to the Corporation of varions items of egquipment, upon such terms and condifions
as the Officer in higher discretion may deem necessary or desirable, the execntion and delivery of such lease agreements end/or schedules to be
conclusive evidence that the saine shall have been authorized hereby by the Board of Directors of the Corporation;

RESOLVED, that if the initial lease agreement enitered Into by the Corporation is a Master Lease Agreement, these resolutions shall constitute
continuing resolutions which shall pecmit the officers, frony time to time after the date hercof, N/A, to execute and deliver to Lessor one or more
schedules to be attached to such Master Lease Agreement and to constitute separate lease transactions governed by the general terms of such Master

Lease Agreement;.
RESOLVED, that each officer is hereby authorized to execute and deliver such further decuments and to do and perform ell other acts and deeds in

the name end on behalf of the Corporation as she/he, in his/her diserction, deem necessary or desirable in connection with any of the foregoing, the
execution and delivery of any such document and the doing or performing of any such act or deed to be conclusive evidence that the sane shall have

been authorized hereby; and

RBSOLVED, that the Lessor ov any assignee of the Lessor is authorized to rely upon these resolutions ymtil receipt by it at its principal offices of
written notice of any change herein,

ifs behalf and I have caused

4, 1am the duly elected (Assistant) Secretary of the Corporation authorized to make cerfjficates on
, 2009,

this certificate to be executed and the seal of the corporation to be hereunto appended this X7 dayof Mis

i = =

"(Seoretary or Asslstant Secretary)

576 Colonial Park Drive, Suite 200, Roswell, Georgia 30075
Phone: (800} 336-4949
Fax: (800) 942-4631




UCC FINANCING STATEMENT
FOLLOW INSTRUGTIONS (front and back) CAREFULLY

A NAME & PHONE OF GONTACT AT FILER [optionsl)
Phone (800) 331-3282 _ Fax (818) 662-4 141
B. SEND ACKNOWLEDGMENT TO:  (Hame end Address)

[TCC Direct Serviees 7 ]
P.0. Box 29071 FILING NUMBER: 2009032504551

Glendale, CA 91209-9071
FILING DATE: 25-MAR-2009
IMAGE REFLEGTS DATA FROM AN ELECTRONIG FILING

. ¢+
{_, PA, Secretary of Commnn‘.\"ea]_thj
: THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

1. DEBTOR'S EXACT FULL |.EGAL NAME - insest only pne debter name (12 or 1b) - do nek bbreviale of comblnia names

12. CRGAZ'RATIONS NAME PHS Group Inc.
OR 1b. INDIVIDUAL'S LAST RAME FIRST RAME MIDDLE NAME SUFFIX
7o MATORG ABORESS 253 Underhill Bouldeverd env " [BTRTE[POSTALCODE COUTRY
Syosset NY (11719 USA
1d, SEEINSTRUCTIONS ADDLINFORE [10 FYPE QOF ORGANIZATION 3T, JURISDIGTION OF DRGANIZATION 1g. ORGANIZATIONAL Il B, i any
ORGANIZATION k
DEBTOR | Corporation {PA | 2840815 ione
2, ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - Insatt cnly png deblor name {2a or 2b) - ¢ nat abbravials of combine namos
2a. CRGARIZATION'S NAKE
©R 2b, INDIVIDUAL'S LAST NAME FIRGT NAME MIDDLE RAME SUFFIX
2¢. MAILING ADDRESS iy SYATE |POBTALCODE COUNTRY
. 2d. SEEINSTRUCTIONS ADD'L INFO RE |26 TYPE OF ORGANIZATION 2 JURISDICTION CF ORGANIZATION 2. ORGANIZATIONAL 1D #, if any
ORGANIZATION
DESTOR | | [ [Tnone

3. SECURED PARTY'S NAME (or NAME of TOTAL ASSIGNEE of ASSIGNOR SIP) - hnsert only o secured party name (32 or 35)
3. CRGANIZATIONS NAME QFC Capilal Corporation

OR [ NS WIDUALS LAST NAME ’FIRST NAME JRICDLE NAME SUFF
6, MARING ADDRESS 576 Colonial Park Drive, Suite 200 oy COUNTRY
Rogwell USA

4. This FINANCING STATEMENT covers the Tollowing collzierat:
One (1) - ALX-Fill Mcdel ThA-600 Twin Auger Filler Job/Serial #80414

R | Jaguen l NOK-UCCFILING
' peliziol L JABSNONALFER] [T oeviors | Joentor | Joumarz

8. OPTIONAL FILER REFERENCE DATA PHS GROUP INC - DK L: 6001515/LSM 3546
36126284

FILING OFFICE COPY — UCC FINANCING STATEMENT (FORM UCC1) (REV, 05/22/02)




INVOICE

Yibra
L R
All-Fill Inc. invoice Number : 09-053
418 Creamery Way Customer Code: BEKT
Exton, Pa, 19341 '
610-524-7350 ] o Date: 3!26/09
Bitl To: Ship To:
OFG Capital Corporation PHS Group
576 Colonlal Park Drive, Suite 200 502 Main Avenue
Roswell, GA 30075 - Colgate, ND 58046
Y
Contact: Bruce Satrom
Telephone: 701-845-2898
Salesman | Purchase Order Na. Ship Via. F.0.B. Terms
30 265 Best Way Exton 50/40/190
Quaniity Description Unit Price] Amount
One All-Fill Model TA-600 Twin Auger Filler $67,875.00
Per Quote #08-JM-01730A
50% payment prior to shipment $33,937.50
50% payment dua on delivery $33.937.50
JOB/SERIAL #80414
Tofal Invoice $67,875.00

Page t




ofe Capital Corporation EQUIPMENT FINANCING AGREEMENT

578 Colonial Park Drive, Suite 200
Roswell, GA 30075 , Agreement No., _ 6001698
(770) 687-1156 FAX: (770) 642-4631 Customer No., 0061129
(DEBTORY

FULL LEGAL NAME  PHS Group Inc. and Quallity Food Brands, Inc, as Co- FIN PHS:

Debtors FIN QUALITY FOQD:
BILLING ADDRESS 223 Underhill Bautevard : '
ary Syossel STAIE Y COUNTY Fagsau ZIP CODE ___ 11791

TELEPHONE NUMBER (516} 714-8200

CONTACT _ Mair Faibish
QUANTITY FULL DESCRIPTION OF COLLATERAL INCLUDING MODEL, SERIAL NUMBER ITEMIZED ADVANCE
1 "I DRB-155 Double Ribbon Blender; Bulk bag filling system $110,200.00
1 System B: Bulk Bag Filling System Series 110 DS Bulk Bag Fliing System $14,960.00 -
COLLATERAL LOCATION
STREET ADDRESS cITY GOUNTY STATE 2P TOTAL ADVANCE
317 Wes{ Front Strest Monroe Monros Wi 48161 $1 25' 160.00
redilor. CREDITOR MAKES NO REPRESENTATIONS OR WARRANTIES,

Deblor has selected the Coliateral based upen Deblar's own judgmaf,‘hnd wilhoul reliznce upon €
UALITY, WORKMANSHIP, DESIGN, MERCHANTABILITY, SUITABILITY, OR FITNESS OF THE COLLATERAL FOR ANY

EXPRESS OR' IMPLIED, AS TC THE O
PARTICULAR FURFOSE, OR ANY OTHER REPRESENTATION OR WARRANTY WHATSOEVER, EXPRESS OR IMPLIED, Dsbtor's obligations hereunder are absolule and
localion or condilion of any item of Cetlateral of Ifs suitability for use In Dablor's business,

unconditional n9hﬁthstandlng the existence,
TERM OF LOAN | MONTHLY PAYMENT ] INITIAL PAYMENT DUE DATE ADVANCE PAYMENTS INFTIAL PAYMENT
CHECK FOR THIS AMOUNT MUST
ACCOMPANY AGREEMENT -
36 months $4,118.04 . 2 $8,636.08
B X BITE INSPECTION: $200,00
X DOG FEE $200.00

TERMS OF EQUIEMENT FINANCING AGREEMENT

Debtor and Cratiiopligrea as follows!

1, SECURITY INTEREST. Deblor horoby grants Crediter & first priodly and parfecied secwily inlerest 3. 1D AGENCY. DEBTOR ACKNOWLEDGES THATNO SUPPLIRR OF ANITEM, ANY
undes the Uniform Cermorclal Code In the above property (colfectively he "Collateral” and Indvidua INTERMEDIARY, OR ANY AGENT OF EITHER, IS AN AGENT OF CREDITOR AND FURTHER
an "ltem’ or “ftem of Collaterar™). $Sush securly interest Is grenled lo sacwa porformance by Deblgrof all  THAT NONE OF SUCH FARTIES 15 ALTHOREZED TO WAIVE OR, ALTER ANY TERM OR

of Its obigsfons hereunder and undér any olher prasent or fulure agreement with Crecklor. Deblor shall  CONDITION OF THIS AGREEMENT. NOREPRESENTATION AS TO ANY BMATTER BY ANY
Inswe that such security Interestls ahd shitl reraln a sole first priority lien and securtty Interest. SUCH PARTY.SHALL BIND CREDIFOR OR AFFECT DEBTOR’S DUTY TO PAY THE

’ STALLMENT EAYMENTS AND PERFORM ITS OTHER GBLIGATIONS HERBUNDER.

2. PAYMENTS. Debtor promises to pay lo The order of Creditor the Tolal Advance arkunt frkeated

abays, pius 8 sppicable Inlerest thereon end other charges due hereunder from tma 1o Bme, InTa 4, WON CANCELLABLE AGREEMENT; PREPAYMENT, RO OFFSET. THIS AUTREEMENT IS
Moenlhly Payment amount and for the rsmber of menths in the Tem: of Loan, each as Indicaled aboys.  NON CANCELLABLEBY DEBTOR FOR ANY REASON WHATSOBVER, DERTOR MAY PREPAY
Tha Birst such payment will be payabia on e Inifal Paymont Due date indicated sbove end & ke sum THE INSTALLMENT PAYMENYS ONLY I ACCORDANCE HEREWITH. ALL PAYMENTS

will bo dus on the like dale each ‘month thereafier unBt all amounts due hereundsr e fully pald,  HERBUNDER ARE TO BE MADB WITHQUT OFFSET, DEFENSH OR COUNTERCLAIM,

providsd, howayer, that the final InstaZlment wll be in the amount of e then remaining unpaid Total

Advanea plus eocrued Interest end other charges then due hy der, Advance pay Shall bo 6. EINANCING, THIS AGREEMENT iS SOLELY A FINANCING AGREEMENT. CREDITOR HAS
applied 1o the last nslamenl payments in reverse order untl exhausted; provided that if there 15 . HAD NQ INVOLVEMENT [N THE SELECTION OR PURCHASE OF, AND HAS NOT [ADE
gelaul, any paymants under Ehis agraament may be applied to Deblor's olilgation to Crothtor in such  AND HERERY MAKES NO AGREEMENT, REPRESENTATION CR WARRANTY AS TO ANY
ofder 88 Cradior chooses, In the event thet Deblor requiests, end Cradior agrees fo 2flow Debler lopsy  ITEMOF COLLAYERAL, .

{H& instramant off prior to maturity, Deblor shall pay to Creditor an early lerinatlon servica chargo equal
1o five poercent {5%) of the remaining principle amount due, n addition to all ether faterest and charges -~ SEE PAGE 2 FOR ADDITIONAL TERMS AND GONDITIORS WHICH ARE PART OF THIS
that have accried P until the dete the obligadon is pad. AGREEMENT,

Ths agreement Is effective only Lpon exeCution by an etdhrized efficer of Crodifor fellowing Debtor's exscuton hereat, and upon exatution Crediior shafl fund tha Tolal Advancs, Deblor haseby authorzes
Craditcr Lo dishuree e Toted Advanca as foflows: $125,160.00 pafd direstly to Vendors} fter LstaXiation, Delivery and Accept , Yerbral VerHieation, and Inspectl

Credtor resenes b right lo pay Lhe applcable porfion of the Total Advance jeinty to any pérty not specifiod in $10 preceding senlence with s security nteresd in an ltem of Collalers!.
r*‘s that {he proceeds of o5 Equipment Flnandng Agracmont wis ba Lsed for commesdial of butiness purposes and Wi not be used for persona’, ferily of houschold

Deblor hereby acknomiedges and &5

pUpESsES.
(DEBTOR)

{CREDITOR}
OFC CAPITAL CORPORATION PHS Group Inc, and Quallty Food Brands, Inc.; as Go-Debtors

BY x
Mair £5) \ g\ief Executlve Officer of PHS Group Iac.
DATE al/eq
t 7

. 2 Ly

BY W
Signature # : . ¢
Neme and Tde lar "F? (ram b BY x ;
EV Richafd Cohen, President of Qudiky Food Brdnds, Inc.
DATE JO~A) -9 , DATE el /89
Z /A

0DGE50.doo Rev. 1205




6, LOCATEON; INSPECTION: USE, Trebtor shall keep, o1, 22 10 2n Stem whick is movable, permanenliy garage or nol In Creditor’s possession, ln a commerclaly feasonabls manner at putdfic or privale sale at any
and pot remove from the United States, as approprite, each flem of Collateral in Gieblor's passession and control af place designaled In such notice and appiy 1he net proceeds of such salo afler deducting 2l Gosts of
the Cofizlern} Location 67 at such otfer Jocatian (o which such Item may have been paved with the prior wirilien such sale, Including, bul rot Emited 1o, costs of dransportation, repossession, sforegs, refurbishing,
consent of Creditor. Upon sequost, Debtor shall edviss Creditor as 15 1he exist lesation of & ilers o Collateral adveriising and bokers fees, 10 tho obigalions of Deblor hereunder with Debler remaining ilable for
Creditor may inspest D Collaieral during noreml business hours and enter the premises wheve tha Coliateral may ony deficiency and with any excess baing relumed to Deblor; or () ubk2e any other remedy avatable
8 located for such purpases, Bech Tiem shall bs used selely for rommercialor business puposesand cpratedina  under the Liniform Commercial Code or otherwiss 1o Craditar,
carelul ard proper mansitr and In cormpliance with all applicable g } requi 5, all raqui of ARl remedias are cumrative. Any sale may he sdjourned by arnouncentent at the timo ond piece
insulence poticics cared hereunder and all manvfactarer's instroctions and wasranty requitemeats. appelnled tor such sale withoul fudher publishad notice, and Credtor may ba permitted Ly law to bld
7. ALTERATIONS; SECURITY INTEREST COVERAGE. Witheut Credifor's prior wrillen consent, Deblor  and become tha purchases al any such sele,
$hall nol make any alterations, additions of Improvements 1o an [tem of Collaloral which deisct fromils 17, LIFHGATION EXPENSES, Deblor shall pay Creditor fts cosls and expenses not offsel a5 provided
economc velus or imclonal utlty, All adfitions and Improvements mada to en llsm shall bo desmed  In paragraph 16, induding repossession and atlenoys’ fees end courl costs, Incurred by Crediter In
accessions thereto, end Shall not be removed If romoval would Impsir the llem's econonvc valie or enfordng this ag b THis obligation Indudes the paymenl of such ameunls whether an action I
fled end whetker an action which Is fled Is dismissed,

functiona! LY. Grectlors sacurity Interost shall caver 8!l madificasons, accasslons, addbions o and
replacements and subskiRions for he Colaterat, Deblor vilk ol make sny replacements of substituions 1B, ASSIGNMENT, Wilhold the peiorwritlen consent of Credilor, Debtor shal nol sal, lease or creals
wilhout Creciloe’s prior wiitien consent. . or allgw any llen other than Creditor's security Interest against an liem of Collaters? or Bssign any of
8. MAINTENANCE. Deblot shall malntaln tha Cotlateral In good repalr, congtion end working order. Dablor's obiigations hereunder, Debtor's obilgations are nol assignable by operation of [aw. Consent
Deblor shall ceuse ) repairs required lo maintaln the Collateral I such condiion [0 ba made promplly Lo eny of tha Toregolng applies enly In the given Instance.
by cualified paries, Deblor will causo each item of Collateral for which a senice confract Is ganeraiy Credlor may asslgn, pledge or olherwise Tronsfer any of ils fighls hereunder wilhoul nolics 10
avalatle 1o ba covered by such @ conbract which provdes coverages typlcal a5 o property ofthe fypa  Debtor. If Deblor Is given nobice of any such assignment, Dattor shall acknowledge recelpt thereof In
Irvolved and Is issued by & compatent servicng entity writing and shall iereatter pay any amounts due hereunder as diracled In lhe nofice, Tha rights of an
9. LOSS AND DAMAGE: CASUALTY VALUE, In the event of toss, thefl, destruction or requisiion of o assignes to amounts dus hareunder shall ba frae of any daim or defense Debisr may have egalnst .
dammage to an item of Collaleral from any cause Debior sha’l give Credilor prompt wrillen riotice thereof  Creditor, and Dablor agrees not fo assert agalnsl en essignen any dam or dafense wilch Deblor
and shat thereafler place the flem in good repalr, condtion and workdng orden provided, however, thatif  may have agains! Credior, T
sueh e |5 dalermingd by Cradiler [0 bg lost, siolen, desiroyed o damaged beyond repalr or Js  Subct lo \he foregolng, s agraement Inures fo tha benetil of, and fs binding upon, s helrs,
requirloned or suffers a constuctive fotal Toss under an Insuranca policy camed hereunder Dablor shal  Jegalves, personal representativas, successors and assigns of e pariiss,

16, MARKINGS; PERSONAL PROPERTY. Deblor shai mark lhe Colatoral or s location a5

pay Creditor the "Casually Valuo™ of such llem which shall equal (o) any smotnils des al the Hme of sich

paymbnt and (b} each fulwe (nstaiment due or {o become due will: respect 10 such tem discoumted et raquested by Credilor ta incicsle Creditors secardly Interast. As botween the parfies the Collslersl .

slghl percant (8%) par annum s!rrgre fnterast from the data cue to tha dats of spch payment shall sl ali 5mas be deamad personalty. Gebtor wiil provide Craditor any real propedy waivers :

10, TITLING, If requasied -by Creditor, Dodlor shall cause an fem of Collaleral subjeel o e  requested by-Credtor 8s to tha real property where an ltem of Collateral [ ofls to ba focaled. t
20 LATE PAYMENT. If Debtor fails to pay any emeunt fo be peld heraunder with kn five (5) days of

ragistrations lzws to bo ttled as drected by Crexitor, Deblor shall advise Creditor promply a5 (o any
necessary relitiog, Deblor shal cause a1 documents of it to be fumished Credilor within sy (60}  when due, Debitor wil pay Craditor: () a lsta chaige equal to 10% of each such iata paymenl {or such {
days of the date of any ifing effected by Debtor, lesser rale as |3 the maximum rate alcwable under applicable Yaw) () smounta Cradilor pays olers i
11. TAXES, Deblor shall when ovo pay and make ffngs With raspect lo @l laxes, faes, Including in eonnection with tha collection of the payment, and {¢) nlerest on such unpald amount from the date !
regisirations, finas, penallios and other gavemmental sssessmenis based on lhe ownership or use of tha  due undi pold at the losser of eighleen percent (18%) per annum of the Nghesl rele pamtled by i
Coflaleral and shall pay as dretled by Credior or reimburse Creditor for all olhwr govermental . applicable law. Ho more than & single chargs under this subparagreph (a) will be cug In any given :
assessments (including oross recelpts laxas bul exclusive of Feders! and Stalo laxes based on (.Mm :
Credllor's nol Income) selated lo smounls due hereuader, the Collpleral or othadmise related heroto,  2f. SECURITY INTEREST RELEASE, AL such tme as Lhere Is no autstanding ovigation secured
Pt T s il s oon, o et 3 o 11 b UL o T G S s
12, INSURANCE, Dsblor Wl provice: and malntain at Daeblor's own expense: (a) proparly Insurence rmgg%ﬂgf_m égafjw b;'_r'afmnsg% :W 'hr:i ﬁ&ﬂg{:’ e?ﬁﬁ |er5rﬂnali°f:h sla;empgl- ot (151
against the loss, thelt, demags or desiniton of, of damage to, Ihe Equipment for ils full replacament 22, g oF & tor Intand to comply with aY appicable faws, IfR1s
valua, naming Creditor as loss payes, and () public liabilily and third pasty property inswance, naming  dolormined that paymenls bnder this Equipment Finanding Agreement reswit In an fterest payment
Greditor a5 an additonal Inswed, Deblor will give Credilor certificates or olher evidence of sich - igher than thal sllowed by applicatie v, then any sxcess Inferest colected Wit be applfed to the
repaymedi of princpal and Infejest wil ba charged el the rete atlowed by law.

I(r;sel.;ma when requesiad. Such Insurance wil be Ié\ a form, amount and \?ALh compsanias acceptabie ig
secilor, and will provide Uzt v il ba (ven 30 days advanca natice of any cancallation or MAlONEl 73 ADDIFIONAL DOGUMENTS, Deblor ena, al Its own o0st and expense, provida to Gredilor such
changs of auch insurance, If Deblor dozs riol give GredElor evidernce of insuranco accoplabie 0 CIdIO  financing stataments and smifar doouments 'as Crodior she? requist Psbtor oulorizas Credior
7o-hava tho right, bt ot the obligation, 1o oblain fnsurance from an lnsurer of our cholce, INAUGTY 8 ywharo pormitled by Jev to Inake fErgs of such docurants wilhout Deblor's signature, Deblor granit
{nsurer that is our gffiiate, We may add the cosls of acqulring and malntalnipg suth Insurance o crediior m spacific power of attpmey for Credilor o sign and ttle on Dablor's behalf any ‘document o
{oollscively "Insuranc Chatge”) to e amourts dua from Deblor under s Ageamant Deblor Wi B3 Cregitor deams necessary 10 parfect or prolect Crediors Intorost In tha Collateral or pursuant Lo o i
such Insuranca Charga tn equal Insialments Lo the remelning Age nl Paymenls (9098 (rifern Commerdal Code, Deblos furiier shat furaish Credilor (a) & fiscal year end finandial {
Inlerosl on such aocallon at 1.6% per monih or, i Isss, Lhe masimumn rato eliowed by IaW). Il WO Siotemont inciuding balsnce sheat and proft & lnss siesemant within ona hundred tvenly {120)
purchass insurence, Deblor wil cooperate With our Insirance agenl will respect to Lha placemant of gy of the close of Gach fiscal year and {b) such other Inormation and documants ot spocifically
Instranca and the procassing of clams. Nolhing i this Agrsement wil eraala on Insurence relaBonship  rannened hereln relstive o 1his agresmant 25 Creditor may request. Deblor shall reimbursa Creditec
of any lype betwesn Creditor and any olher parson. Deblor acknowedges that we ora not required 10 gor o sparch s fling faes Incuired by Credilof relaled hercto.

securs of malntain any Insurance, and we will nol be Gatle (o Dabler If we tarminalo ony InsUTBnce  ga NOTICES, Notices shel ba In wiitng and sufficiant If meiled to tho parly Invoived, Unlted States
coverage thal' wn amenge, i we replace o rankw =y INSLrance coveraga, wa afe ool ooigeled 10 i firs) dass poslege prepad, ot s respective acdrass sel forth above of at such olher eddross as
pravide replacement of renewal coversge under the sams tems, vosts, limils, or conditions @3 the gy party may provide ot notie In accordance herevith. Nolica so given shali bo effective when
pravious covesage, ;

B, CREDIFOR'S PAYHENT, If Deblor fas to perform any of ¥s obiigations hereunder, Gredlor may I Dt e e soave oteament o o paries 8 o tho subjec
periom Fuch tbiigabon, and Deblor shall (a) reimburse Creditor the cost of such performande 806 @) alier and shall not be amendad, ailared o changed excepl by a wiltlan sgreament signed by the
pay credlor tha servico chargo conlerrplaledin paragrapit 20, . ies. Any walver by Credler must ba in willng, and forbearancs shal nal consbivto a walver
14, INDEMNITY. Debtor shall Indemnify, defend and hold Credilor harniess against any clalm, aclion, naver ina context of this agreement raquires, (ba nevler Inckudas the masculine of feminine and
attornay’s feas and courl casls, Inoured by Credklor relaled 10 U35 yna sinquiar includes the plurel. If there s mora than orte Deblor named In this aqreament, the sliily

liabifity or expanse, Inciuding
agreement While It Is not anticipated st Groditor shall have any liablily for lorls refaled to the o each shall bo joinl end several. The Gibes to the parsgraphs of thls sgreement are solely for the

Conaleral, thly indsmally cavers ot procesdings Intluding any stricl Yablity clelm, any dam Lnder  conyariancs of s and are not &1 8ld |0 the Inlerpretation. TH's egeerent shal be

anclher thoory refated 1o lutent or other defects and any palent, irademark or service madk Infingamert by the law o,w"fw‘.’ﬁ‘f, Geoigla, Vonus for any action m"}‘alw o this ag,gimm shall be n any sisto

claim. This indemeiy shall sunive terminaton of this Agieament. of foderal cowt In the state of Geeigla, Any provision declared Invalid shal be deemed sovorable

15, DEFAULT. Any of e foligsing consttutes an evenl of cefault herewxder; (g} Deblors falwe 10 03Y  from the remaining pravistons which shad remaln In full force end effect. TIme Ig of ha essence of tVs

a\';'}.'ea’x‘f’“‘ !‘9'3”“3::;);*“" fiva (5 business days of whon due; (0] Deblor's dafaudt in prfomming a0 aoraemonl, T obkigalions of Deblor shalt survive the relesse of the secusily Inlesest in the Colaterl.

e o e o o e batwean Deblor and Credilor lo include, b rol - 26, DEBTOR'S WARRANTIES, DEBTOR CERTIFIES AND WARRANTS: 19) THE FINANCLAL AND

ot L e e OFC Cepitel Corporetion 85 |.essor and PHS Oroup Int., 85 STHER INFORMATION WHICH DEBTCR HAS SUBMITTED, OR WILL SUBMIT, TO CRECKTOR I
essos; [c) dealh o judiclal declaralion of hoompatancy of Deblof, It an Indivicoal; (d) tha filg BY O CONNECTION WITH THIS AGREEMENT 18, OR SHALL BE AT TIME OF SUEMISSION, TRUE

sgalast Devlor of a patiion under the Bankploy Gode or undsr eny olser Insaivency Jaw O JaW s COMPLETE; (b) THIS AGREEMENT HAS BEEN DULY AUTHORIZED BY DEBTOR ANO

providing for The 1eTef of deblors, Intluding, withaut fimitation, a petifon for reerganization, agreamenlof ooy EXECUTION BY DEBTOR SHALL CONSTITUIE THE LEGAL, VALID AND BINDING

extension; e} the making of an assigament of a substanlal pordon of |16 essety by Deblor for the bendfit  Op(IGATION, CONTRACT AND AGREEMENT OF DERTGR ENFORCEABLE AGAINST DEBTOR

of creckiors, appoiniment of a recelvar of inastee for Deblor o for any Deblor's assels, Instilvion by o 10¢ ACCORDANCE WATH (TS TERMS: AND (¢) EACH SHOWING FROVIDED BY DEBTOR IN

pgams! Delbtor of any oller typa of INscivesky proceedng of other procaeding contonyiating selfement  CONNEGTION BERTWITH MAY BE FULLY RELIED UPON BY CREDTTOR NONWITHETANOING

clalms agalrisl of winding up of the affels of Deblor, Doblor's bessalion of Actvo business affdrs of 19 Ay TECHNICAL DEFICIENCY IN ATTESTATION OR OTHERWISE, THE PERSON EXECUTING

making by Debtor of a Uransfer of & meterial porllon of Deblor's assals of inventory ot 0 the padnary  1yjig AGREEMENT ON BEHALF OF DEBTOR WARRANTS THAT PERSON'S DUE AUTHORITY

coursa of businass; () the occurence of an event described In (o), (d or{e)asfoa guarantor of 60 10 O 80, DEBTOR FURTHER WARRANTS THAT EACH [TEM OF COLLATERAL SHALL AT THE

ﬁgﬁ%ﬁ%ﬁ?ﬁ%ﬁg‘;ﬁ?&ggfﬁ”‘ e o :gfrfﬁ““f]‘l f;fg §i! g‘;‘aﬁ“; TIHE CREDITOR FUNDS THE TOTAL ADVANCE BE OWNED BE DEBTOR FREE AND CLEAR OF

accommedalion with e third party; or (!} Credilor shal In good falth deem lself insecurs a5 a resuit of 2 LIZNS OR ENCUMBRANCES AND B2 IN GOOD CONDITION AND WORKING ORDER.

malerial adverse change In Deblor's finandal condilion or olherwise,

16, REMEDIES, Upen the gecursnce of an evant of default Creditor shail hava the rights, options, difins

and remedles of & secured party, and Deblor shall have the rights and dufies of a Deblor, under the

Uniform Commerclal Code {regardloss of whether such Code or & Taw simiiar tharala hias boen enacled

In & prisdiclion whereln the rights o remediss are asserled) and in connection tharawith Credilor may:

{a) daclers all sums dus hereunder 1o be (mmedzately due and payably and to coliect ihe Casuslly Value

or such lesser amount as may be set by law immedialely due end payable wilh respect to any of af {tems

of Colateral witnou notice or emand fo Dablor; () lake possession of end, If doomsd appropdale,

sonder unusabla any or @l ltems of Coltateral, witheul demand o notice, whereter localed, without sny |

process of [aw and without lisblity for any demages by such 1eking of passesston Inciudng demages (0 !

conlenls; (o) require Dedlor 1o assemble eny or a¥ llems of Colateral al a location in reasonable - :

proximily fo thelr designaled [ocation hereunder; () upen notio to Deblor required by few, sell of {

occasloned olhenwise diapose of any Itams of Golaterel, whether :

DEBTOR HAS READ AND AGREES TO ALl ITEMS ON THIS PAGE 2CF 2 :

iEls

eDG500,dos Rev. 12/05




Q f € Capital Corporation

SCHEDULE OF EQUIPMENT
TO THE EQUIPMENT FINANCE AGREEMENT NUMBER: 6001598
DATED BETWEEN
OFC CAPITAL CORPORATION AS CREDITOR
AND PHS Group Inc. and Quality Food Brands, Inc., as Co-Debfors

3

Location

quipiment

DRB-155 Double Ribbon 317 West Front Street
1 Blender; Bulk bag filling Monroe, W1 48161
system
System B; Bulk Bag Fillilng 317 West Front Street
System Seties 110 DS Bulk { Monroe, WI 48161 )
Bag Filling System :
o :
Creditor: OF€ Capital Corporatiog Co -Debtor: PHS y Inc.,_——7 e
‘ VOl [ T X/ ; 7 /
Name: harr [ramb = Name: Mair Faibish ‘
Title: Bve . Title: Chief Executive Officer Iy

Co -Debtor: Qua!itg}:pd Bydngs, Ing? /"
O
Name: Richérd Cohen
Title: President

576 Colonial Park Drive, Suite 200
Roswell, GA 30075




EXHIBIT “A”

ot Two



0 fb capital corporation
eF

ACKNOWLEDGEMENT AND ACCEPTANCE OF EQUIPMENT BY DEBTOR

EQUIPMENT FINANCING AGREEMENT NUMBER: 6001598
DEBTOR: PHS Group Inc., and Quality Food Brands, Inc., as Co-Debtors
. 223 Underhill Boulevard
Syosset, NY 11791

CREDITOR: OFC Capital Corporation
576 Colonial Park Drive
Suite 200
Roswell, Georgia 30075
DATE OF AGREEMENT:

EQUIPMENT DESCRIPTION:
DRB-155 Double Ribbon Blender; Bulk bag filling system < .
System B: Bulk Bag Filliing System Series 110 D8 Bulk Bag Filling Sy$tem

We, the Dabtor, hereby acknowledge that as of the date indicated below, the equipment described in and granted
as collateral fo you (“Equipment’), the Creditor, for purposes of and pursuant to the terms contained in the
Equipment Financing Agresment referenced above, has been recelved by Debtor from the manufacturer, vendor
or supplier thereof {(collectively, “Supplier), in good condition and repair, has been properly installed at the
address set forth in the Equipment Financing Agreement and Is operating salisfactorfly. Debtor hereby accepts
the Equipment as satisfactory in-all respects for alt purposes of the Equipment Financing Agreement.

Debtor will make all payments to Creditor as provided In the Equipment Financing Agresment, all without
abatement, set-off, counterclaim, defense or deduction whatsoever against Creditor, Debtor further agrees that
any rights it may have against Supplier will not he asserted as an abatement, set-off, coumerclaim, defenss, or

any deduction whatsosver against Creditor. ‘

Debtor acknowledges that Creditor is not the Supplier of the Equipment nor the Supplier's agent or a dealer.
Debtor further acknowledges that it has selected the Equipment and has made aff determinations as to the size,
design and capacity thereof, and that Debtor has selected the Suppiier from whom Debtor Is purchasing the
Equipment. DEBTOR FURTHER ACKNOWLEDGES THAT CREDITOR HAS NOT MADE AND DOES NOT
MAKE ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, OF ANY KIND
WHATSOEVER WITH RESPECT TO THE EQUIPMENT, AND THAT CREDITOR [S ACTING SOLELY IN ITS
CAPACITY AS A LENDER TO DEBTOR, SAID EQUIPMENT BEING OWNED BY DEBTOR SUBJECT ONLY
TO THE LIENS IN FAVOR OF CREDITOR. It Is agreed that Creditor shall have no obligation to install, erect,
test, adjust, repair, or service the Equipment or have any other obligation whatsoever with respect fo the
Equipment, all of which are the obligation of Debtor. No defect or unfitness of the Equipment or otherwise, at any
time shall relieve Debtor of the obiigation fo pay any payment or any other obligation under the Equipment
Financing Agreement.

The undersigned hereby approves payment by Creditor fo the Supplier {as defined in the
Equipment Financing Agreement). Debtor agrees that the Equipment has not been delivered,

installed or accepted on a frial basis.

Co -Debtor: PHS Grety Ing,
X/ 2l L
Name: Mair Faibish
Tile: Chief Executive Officer

Co -Debtor: _Quality Fogd Brandgsnc. /
' X e {/’ #le
Name: Richard Cohen ‘
Title: Pre_sident




Q f C Capital Corporation

AMENDEMENT TO SCHEDULE OF EQUIPMENT
TO THE EQUIPMENT FINANCE AGREEMENT NUMBER: 6001598
DATED BETWEEN .
OFC CAPITAL CORPORATION AS CREDITOR
AND PHS Group Yuc. and Quality Food Brands, Inc., as Co-Debtors

Serial Numbe

317 WestFrontSh'eet

One (1)~ 42N0525 e |
#106158 Ribbon Blender’ Monroe, WI 48161
One (1) ~ System A Scale 317 West Front Street
Hopper Equipment Monroe, WI 48161
Creditor; OFC Capital Corporation Co -Debtor:  PHS Group Ine,

' L X ,

Name; ' : WName: Mait Faibish
Title: o _ Title: Chief Executive Officer

Co -Debtor: Quality, Eood Brandsy Inc.
X Gl e =,
Name: Riéhard Cohen A
Title: President el

576 Colanial Park Drive, Suite 200
Roswell, GA 30075




01 C capital corporation

ACKNOWLEDGEMENT AND ACCEPTANCE OF EQUIPMENT BY DEBTOR

EQUIPMENT FINANCING AGREEMENT NUMBER: 5001598

DEBTOR: PHS Group Inc. and Quality Food Brands, Inc., as Co-Debtors
223 Underhill Boulevard : o
Syosset, NY 11791 '

CREDITOR: OFC Capital Corporation
576 Colonial Park Drive’
Suite 200 .
Roswell, Georgia 30075

DATE OF AGREEMENT:

EQUIPMENT DESCRIPTION: ,
One (1) ~ 42N0O525 #106158 Ribbon Blender &
One {1) — System A Scale Hopper Equipment

We, the Debtor, hereby acknowledge that as of the date indicaled below, the equipment described in and granted
as collateral fo you (“Equipment™), the Creditor, for purposes of and pursuant to the terms contained in the
Equipment Financing Agreement referenced above, has been received by Debtor from the manufacturer, vendor
or supplier thereof (collectively, “Supplier”), in good condiion and repalr, has been propery instafled at the
address set forth in the Equipment Financing Agreement and is operating satisfactorily, Deblor hereby accepts
the Equipment as satisfactory in all respects for all purpeses of the Equipment Financing Agreement,

Debtor will maka all payments to Creditor as provided In the Equipment{ Financing Ag'reemérit, all without
abatement, set-off, counterclaim, defense or deduction whatsoever against Creditor. Debtor further agrees that
any rights it may have against Supplier will not be asserted as an abaternent, set-off, counterclaim, defense, or

any deduction whatsosver against Creditor.

Debtor acknowledges that Creditor Is not the Supplier of the Equipment nor the Suppilers agent or a dealer.
Debtor further acknowledges that it has selected the Equipment and has made all determinations as to the size,
design and capacity thereof, and that Debtor has gelected the Supplier from whom Debtor is purchasing the
Equipment, DEBTOR FURTHER AGKNOWLEDGES THAT CREDITOR HAS NOT MADE AND DOES NOT
MAKE ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, OF ANY KIND
WHATSOEVER WITH RESPECT TO THE EQUIPMENT, AND THAT GREDITOR 1§ ACTING SOLELY INITS
CAPACITY AS A LENDER TO DERTOR, SAID EQUIPMENT BEING OWNED BY DEBTOR SUBJECGT ONLY .
TO THE LIENS IN FAVOR OF CREDITOR. |tis agreed that Creditor shall have no obligation fo Install, erect,
test, adjust, repair, or service the Equipment or have any other obligation whatsoever with respect to the
Equipmert, all of which are the obligation of Debtor. No defect or gnfitness of the Equipment or otherwise, at any
fime shall relieve Debtor of the obligakion to pay any peyment or any other abligation under the Equipment
Financing Agreement.

The undersigned hereby approves payment by Creditor to the Supplier (as defined in the

Equipment Financing Agreement). Debtor agrees that the Equipment has not been delivered,
mstalled or accepted on a trial basis,

Co -Debtor:  Quality Fogd B;,Mds/hlc./ / e,
X i e Jed fr

t/u'

Name: Richdrd Cohen

Title: President . Lt

DATE: /ﬂ/irféo 7
VA A
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ADDENDUM “A¥

THIS ADDENDUM “A” IS ATTACHED HERETO AND INCORPORATED HEREIN TO THI
EQUIPMENT FINANCE AGREEMENT RO, £001598 BETWEEN QFC CAPITAL CORTORA TION

(“CREDITOR"”} AND PHS Group loc. (“DEBTOR™) AND CONSTITUTES A TRUE AND
ACCURATE TERM, PAYMENT, AND EQUIPMENT COST:

BPAYMENT SCHEDULE

CHANGED EROM:

Equipment Copsi: ' l/ $ 125,160,060
Lease Term: ' 36 months
Lease Payment: $4,118.04
Number of Advance Payments: 2 -
Total Advance Lease Payments: $8,236.08
Sales Tax on Advances: NO TAX ON EFA
Documentation Fee: $200.00
Site Inspeciion Fee: $200.00
Total Ameunt Pafd at Lease Signing:  $8,636.08

' CHANGED TO;
Eqaipment Cost: $120,320.00
Lease Term: 35 months
Lease Payment: | Advance of $8,236.08

NMumber of Advance Paymenls;

followed by 3‘%@ £3,948.14
1 N

Talal Advance Lease Payments: $8,236.08
Sales Tax on Advances: NO TAX ON EFA
Documentation Fee: $200.00
Site Inspection Fee: $200.00
Total on Advances: $8,636,08
Less Checl #2826 date 8/10/09 ($8,636.08)
Balance Due: : $ 0,00
Creditor; OEC Capital Corporation Co -Debtor: PHS Ine.
Y ]
Name: ‘o wf’] Kramb Name: MairFaibish
Title: EV P Title: Chief Executive Qfficer

Co -Debtor; Qua]it Fopd Btangds, Inc
_ ﬁ,@/

Name: Richard Cohen
Title: President

576 Colopial Park Drive, Sulte 200, Roswelf, Georgia 30675
Phone: (80D) 3364948
Pax: {800) 942-4631

Cr




UGG FINANCING STATEMENT
FOLLOW INSTRUCTIONS (fron! and back) GAREFULLY

P NAME & PRONE OF CONTACT AT FILER Jopbonal}
Phone: (800) $31-3262 Fax: (B18) 6624141 gg:m‘;g:;‘lgz’::flzﬁg
B SEND ACKINOVAE DGEMENT T0: (Noins ang #+09r058] :
. . This filing is Completed
UGG Direct Services 19782755 Flle Number ; 2008019891-8
P.0, Box 28071 Fiie Dale : 13-AUG-2008

Glendatle, CA 91209-8074

NV, Secretary of Siate

THE ABOVE SPACE I5 FOR FELING OFFICE USE ONLY

1,DEBTOR'S EXACT FULL LEGAL NAME - laser] only one deblor name({1a ¢r 1b) - do nel sbbroviale or eomnbina names

16, ORGANIZATION NAVE
« {PHS Group, Inc,
Cor 70, IRDIVIDUAL LAST HAVE FIRET NAME WDOLE NAWE SUFFIX
Tc. MAILING AGDRESS CITY STATE | POSTAL CODE COUNTRY
223 Underhitl Blvd. . Syosset NY (11781 USA
" [0, 9EE INSTRUSTIONS ALDL IMFO RE | Te. TYPE OF ORGANIZATIGN | 1. JURISDICTION OF DRGANIZATION tg. ORGANZATOWMAL 102, 1l any
CRGANZATION |Corparation NY T
CEBTGR HONE
2 ADQITIONAE TERTOR'S EXACT FULL LEGAL NAME - Insati only grig tebity namel2a or 2h) - do rot abbreviate o coniping namoes
28. ORGANIZATION NAVE
IQuality Food Brands, Inc.
ORI RONVIDUAL LAST AWE FIRST NAVE MDDLE NAVE SUFFIA
Zc. MAILING ADDRESS Ty ETATE] POSTAL CODE COUNTRY
1317 West Front Street Monraa ) Wi 48161 Usa
2d. SEf RUCTIONS PCDL INFO RE éa. TYPE or ORGANIZATION rﬁ%{ JURISIACTION OF CRGANIZATION 20, CRGANIZATIONAL ID¥, If any
CRGANIZATION [Corporation A
) A P EQ47T632006-0 [Jone
3SECURED PARTYS (or RAME of TOTAL ASSIGNEE of ASSIGNOR 3P| - insert orly or secured parly naime {3 or Sb]
33, ORGANIZATION NAVE
$3FC Capltal Corporation
R TRORVIGUAL 1AGT FT0/E FIRET AVE MICLE NANE SUFFE
3c. MAJLING ACDRESS CITY STATE] POSTAL CODE "[ COURTRY
576 Colonial Park Drive, Suite 200 Roswell GA 0075 USA

4. TH'& FINANC-NG STATERERT ciwers Ihe lobowving codslens!
{ - DRB-155 Double Ribhon Blender; Bulk bag filling system, 1-System B: Bulk Bag Filling system Series 190 D5 Bulk Bag Filllng System

5. ALTERNATE DESIGNATION [ apph _D LESEEA.ESSOR ﬁ CONBIGNEEFOONSIGNGR BAILEEMBAILOR NON-UCC FIUNG
This FINANCING STATEMENT 5 fo be 1ed {for rococd] tor I'et‘O{ n g B !check 1o REGLUEST S REPORT{S) on Dediany)
ESTATE RECORDS Atgach Addead.m ’M—l JADDITIONAL FEEL jonal Detrtor 2
BOPTIONAL FRER REFERENCE UATA  PHS ’ OFC
37987008
UCC Diracl Senes [1.62)

FILENG OFFICE COPY - UCC FINANCING STATEMENT [FORM UCGS) (REV. 05/02i02)

LT TR ENITOAE A0 OCE 00 ) BETS R LTS




UCC FINANCING STATEMENT AMENDMENT
FOLLOW INSTRUGTIONS {iront and back} CAREFULLY

A, NAWE & PHOIE CF CONTACT AY FRER [eptional]
Phone (B0D) 331-3282  Fax (818} 662-4141

LB SERD ACKIOMECEEMERT TO: Ghrmnnd Maling Addrees) {3038 OFC CAPITAL Filed in tlie offioe of (Necumenm Number

] 12008025445-8
r —] ’:'ﬂ’/@-— “Filing Date end Tmz

. CT Llen Bolutions 20682641 Ross Millee 140/22/2008 7:17 AM
P.O. Box 29071 Secretary of State
R, Box 2 NVNV State of Nevadn

Glandals, CA 91209-9071
[—- ) . -—I THE ABOVE 8PACE $9 FOR FILING OFFIGE USH ONLY

18, INITIAL FIHAMGING STATEMENT FILE & b, ThiE £ INANCING STATENENT AMENDUVENT 5

200907p801-8 13-AUG-200D0 83 NV 10 ba Pied o cooonth (o ttoarced) e
[5) of the Secured Party Agiog Vs Term Siema,

- 2 | [TERH]NATW: Efiociverass of tha Financng Statemen! Konbiod pbive in Hminoted Wil reSpact 1o 0wy i
[Y DCWI’I‘RUA'H[}N: Efecowaness of Iho Fisbrigng Sio [ iGenbiad ooy Wik tespoct (o the sacurily Kiaetit) of e Sacured Paty authodzing ths Continadon Sadpment iy

CONSLIES R Hhe grdFona! pericd provsl by SDRREING Lw
ASSIGNMENT (il o1 partial): Gives nare of Bseknss n oo 7a of 7b and sddress of assionea In 76, end slso give name of aesignor in Kem 9.
& AMENDMENT (PARYTY. INFORFMATION): Thiy Amendment allfecte Dol o foowed Pty of recors, Clieck anly g of Whess two baxes. :

- Akso chock G the fo'kming thres boxes and | provide sppropdale information i flems & elor 7,
mmﬂmﬁmszwaﬁﬁmalﬁmmhm&u&;mmm DELETE rgme: Gha raccr nae ADD naina: Compiale kom 7 of Th. 05 00

[
‘Dmﬂrﬂwmm)hﬂm"a o 7B anc/or povr #SGreas [ dIdiesy chane) vy Nem 7¢. 10 be dolelod ; Remp Ba.or B, Lavn 7¢; A0 Compiol s Asire 70-7p (i peplicable)
6. RECORD INFORMATION: |
5. DRGANTATION S NAME .
OR [ RIWDUR S LAST ANE YFRST tOWE PICULE TORME TP
7. CHANGED (EW OR ADDED INFORMATION:
Ta. CAGANZATION'S RAME
oR U HOWVIDUAL'S LASY NAME FIRST HAME SADOLE HAME SUFFIX
Te, MAILING ADDRESS COUNTRY
o, SEE HSTRVGTION ADIYL INFO RE o TVPL T ORCRREATION ™ {7
ORBANIZATION ' .
DEETOR D HOHE

. & AMENDMENT {COLLATERAL CHANGE}: check only ohe box.
v Desoroscoale]_| delotsdor [ adied, wamw&-ﬁ- d coliztava) drscription, ot dwis by cotelmra_|astined.

- Dne {1) - System A Scale Hopper Equipment with attachements and accessories as #sted on Involce #213088 from the Vendor
Shick Tube-veveor daled 10/G7/0% attached horeto and made a part here of AND One (1} 42N0525 4106158 Ribhon Blandar with
ettachments and accassorias as sted on ok 106501 fom the Vendor: NDT Food Services dated 82472000 atitached hersto

and made a part here of,

$, HAME oF SECURED PARTY OF RECORD AUTHORIZING THIS AMENDMENT toarm of sssignor,  ths i 20 Atsigment), i this i oa Armgedmmnt suthorizad by # Debbor which
s coisleral or adtis Bt tihosizing Db, or i thia i & Termingtion authrtua by @ Debicy, chveck here | and eoter noma of DEBTOR wthord g this Amindimnt.

G4, DRGANZATINS BAME
OFC Capitat Corgoration

o0, INDIVIDUAL S LAS T RARE FIFRST HAME . HOOLE BANE SFFK

“T0, OPTIONAL FRLER REFERENGE DATA _
20582641 Deblor Name: PHS Group, Ine. OFC PHS

FRING OFFICE COPY - NATIORAL LICG FINANCING STATEMENT AMENOMENT (FORM UCC3) [REV. 06/2200) Giendiol, CA IZ0S0071 TH (00} TR

llﬁﬂllﬂﬂﬂfﬂﬁllﬂ!ﬂﬂlﬂllﬂﬂﬂﬂlEﬂilﬁﬂl[lﬂllllllllllﬂlﬂ
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ROSS MILLER

Secrerary af Staie

Jab Nymber
U20091020-0144

Filing De?cripti on
Amendment

Debiors

PHS Group, Inc.
223 Underhill Blvd.
SyosseLNY 11791 USA

Quality Food Brands, Inc.

317 West From Street
Monroe WT 48161 USA

STATE OF NEVADA

OFFICE OF THE
SECRETARY OF STATE

Filing Acknowledgement

Initial Filing Number
2009019891-8

| Document Filing Number
2009025415-8

Secured Parties

SCOTT W. ANDERSON
Depuiy Secretary
Sfear Cramiazeeinl Recvocdings

Ocrober 22, 2009

Date/Time of Filing
10-22-2009 07:17 AM.

OFC Capital Corporation
576 Colenial Park Drive Suite 200
Roswell GA 30075 USA

The attached document(s) were filed with the Nevada Secretary of State, Uniform

Commercial Code Division.

The filing date and time have been affixed to each

document, indicating the date and time of filing. A filing number is also affixed and can
be used to reference (his docunaent in the futare,

Nevada Secretary of State

Diane Seeber
Filing Officer

VCC PIVISION:

Tracy Gillespic, Supervisor
200 N, Carson Street
Camon City, Nevade 897014069
Telephone (775) 684-5708

Eax (775) 684-5630
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NDT Food Service : ‘ ' INVOICE #

8815 Davand Drive

f ggsgzséauga, ONLBT 114 ' 106501
' Page; 1of 1
Sold To: ' : " ship To:

Quatity Food Brands ing.PHS Group Ine Quality Food Brands Ine.PHS Group Ine
317 West Front Strest

317 West Front Strest’
Monroe, WI 48187 ‘ S . Monros, Wl 48161
USA . o 2 . USA

28372 BEST WAY Net 30 11912 ' PHS US

-~ OS5
4205625 AZNO525 #106158 Ribbon Blender 1 " EA 68,500.00 . 68,500.00
Thank you for your order, .
Subtotal ____bB8,500.00
Freight 0.00
s GST 0.00
130573248 Total US$H 68,500.00
Current Amt 30 Days 60 Days 80 Days Total Quistandin

63500 $0.00 $0.00 $0.00 $68,600,00




8168619344 { 2UE PUdlroul p-gec

INVOICE

. INVOICE NQ: 213088
IRVOICE DATE) 10/07/2009

16-07-89 14:38 ERGM-acotf -
SHICK TUBE-VEXL,«

4748 CLARY ALYD, KANSAS GITY, MO 34130
TELEPHONE: BIG-8517284  FaY: 816021161

REMIT'TO:
RO, BOX 870400, KANSAS CITY, MO 34197-9400 SALESPRASON: OPEN TERRITORY

BULTQr 1322 ' SHIP TO!

QUALITY FGOD BRANDS BALILY FOOR BRANDS '

PHS GROUP- - gﬁs GROUY .

317 W, PRONT STREET 3{7 ¥. FRONT STREET

MONROE, Mi 48161 . 4 HONROE ;- K] 45161 .

USA (Husa T
CUSTOMER PO TERMS SHIP VIA | FREIGHT TERMS
VERBAL | DUE POV RECE P.EGBIPT - _| PREPAY AND ADD

SARBERE
e RES
100
EACH o :

ﬂszo.oa N ,5!1920,-06

PP E PR

-

¥e-ser-

Ve

e’ﬂ

hﬁwﬂai mﬂ{ ,;
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UCC FINANCING STATEMENT .
FOLLOW INSTRUCTIONS (front ard bask) CAREFULLY CT Lien Solutiona

A NAME & PHONRE OF GONTAGT AT FILER eptena| Represenialion of filin
Phone; {800) 331-3282 Fax: {818) 662-4141 P "9
W, GEND AGKNOWLEGGMENT T0; (Norme and Adaress) This fiiing is Campleted
r— ""l File Number : 2009081708844
Fillg Date : 17-AUG-2009

CT Lien Soludions
b.0. Box 20071 19824516
PAPA

N Glendale CA, 91209-9071
e
File with: Secretary of CommonWealth, PA

1.DEBTOR'S EXACT FULL LEBAL NAME - nsort enly ono dablor name(1a or (b} - do ok ablveviale o cambine names
12. ORGANIZATION'S NAVE

THE ABOVE SPACE I8 FOR FILING OFFICE USE CNLY

" on

PHS Group Inc, y
OR I IROWIEUALS LAGT FAE FIRST HAME WADDLE NAIAE BUFFIX
MAILING ATTIRERS . Gty SIATE | POBTAL CODE COUNTRY
223 Underhlil Boutdevard Syvsset NY 11719 USA
0. SEEIRSTRUCTIONS ADDLINFOAE ] Jo. TYPE OF GRGAHZATION i1, JURISDIGTION OF DRGANZATION T ORGANIZA TIOMAL, DK, i any
E— onaanization {CORPORATION PA
DEBTOR : {Jxoxe
2.ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - lnsest only ona datlor ane(2a or 26) - 4o not abibreviale or combine names
2z GRGANIZATION'S NANE
70, INONIDUALS LAGT NAME FIRST HAME WIDDLE 1ZAME SUFERX
7. MAILING ADDRESS Ty BTATE | POSTAL CODE COUNTRY
74, SEEINSTRUCTIONS ADDL NFORE ] 2¢, TYPE OF GRGANIZAT:ON T JURBEGTION OF ORGANZATION 70 ORGANIZATIONAL (DF, ¥ anF
OROANIZATION
DEBTOR {rome

3.SECURED PARTY'S {or NAVE of TOTAL ASSIGNEE 6l ASSIGNOR SiP) - Insart anly ore secured parly nume {Sir or 3b}

5. ORGANIZATTONS NAUE
OFC Capital Corporation

ORI 3o OWIBUALS LAST FANE FIRET NAE TOOIE RAITE ’ SOFFIX
3¢. MAILING AUDRESS STy SIATE | POSIAL GOOE COUNTRY
578 Colonlal Park Oriva, Gulte 200 lRoswaU GA 30078 LJSA

4, Thig FINANGING STATEMENT ¢avers tve fotlowing collgteral:
1 - DRB-155 Double RIbbon Blender; Bulk bag filling system, 1 - System B: Bulk Bag Filling system Series 110 DS Bulk Bag Filling System

AL TERTATE DERIGHATION {1 a5pioabioy |_jesseenessor CONGIONEEICONS'GHOR | | Bateemator SELERAUYER | |AGLEN |_j henuce Frnis
2 ThEs FILANCING SIA T ) D :h T aneee n Dablots A1 Dot
W T e VA ] e netaa) POBITiONAL FE2] foptamah o o) Lt vesicre fJ evior? | Jnecdor2

FOFTIOWAL FILER REFERENCE DATA.
19824516 PHS - DK (PA} L:5001598/LSMI3834
‘ Preparad by OF Lien Sohuliens13.22.0f

FILING OFFIGE COPY - UGC FINANGING STATEMENT (FORM UGCT] (REV. DR22/02)
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UCC FINANCING STATEMENT AMENDMENT
FOLLOW INSTRUCTIONS (front and back) CAREFULLY

CT Lien Solulions

A NAME & PRONE OF CONTAGT AT FILER [eptonn ‘
Phone: (800} 331-3282 Fax: (818) S62-414

Representation of filing

B, SEND ACKKOYILERGMENT TQ; (Name and Address)

=

CT Lien Solutions

P.Q, Box 20071

Ctendale CA, 91208-9071
S PAPA

—

20583108

.

|13035 .
File with: Secrotary of CommonWeallh, PA

This filing is Complated
Flie Number : 2009101903448
Fllo Dale : 18-0CT-2008

THE ABOVE SPACE I8 FOR FILING QFFICE USE ONLY

o INTIAL FINANCING STATEWENT FILE /¥
2009061706849 8/17/2009 SSPA

1b, Thia FT {AN?ING STATEVENT AMENDHERT b
10 b Tless |iny mcorgg;o.' ecvded)inthe
D REAL ESTATE RECORDS,

2.

TERMINATION: Efecitzeness of he Fnarcng Staicrmant Koarfied abova [5 1erminated viih respodt o security kuaresis) of tho s(&d Party avkorzing this Terminaton Steteneal,

2,

R ke addiosat pariod providid by apsicab'e law,

[~ |CONTINUATION: Elf acinaness of Ina Fozrcng Slaterad iant fed abava wih raspact o secutty intaresi{s) of s Sanwrad Party authossng tha Canlinuglon Statemant (a

‘rﬁ ASSIGNMENT { Rl or  partkat k Gie neroe of assignee ' e Te o To dd address In kems 7ot and alsa give nama of assighorin leen 9.

5. AMENDRERT (PARTY INFORMATION): Tt Aremfingnialig:ly
Nso chectone ol the fosawing thioe boxos and provide gppropriate inforrralion jn iterrs 6 amifor T,
ANGE nave andler a2drass: Pipash raloripihe dela lod instruclors

D Deblor or D Secured Party of woo,

DELEYE nare: Giva jacord rame

Check only o of these two boxes.

D ADD namar Complote #gm 76 o+ 7b and alua tam 7c;
aisq  LAbk).

A Fodents 10 thargi~a tho naTelafdiess of @ pazty. 0 ba da'oted W ilerm Ba or Bb. late homs Te-7g (f
6. CURRENT RECORD INFORNMATION -
. GRENRIZATIONS NALE
OR P TNDMDUALS [AST HARE FRET RANE TAGDLE NAE FOFFIX
Bl
. CHANGED (NEW} OR ADDED INFORMATION
Ta. ORGARIZATIGN'S NAME
of To. INDVIDUAL'S LAST HAME FIRST HARE MIDDLE HAME SUFFIX
Tc.-MNL[NG ADQRESS CITY JTATCE PQSTAL CODE COUNTRY
T4, SERINSTAUCIIONS ACDTNFGRE | 7o, TYPE OF GROAINZATION T FFREOGTION OF GROANZATION 7o, ORGANTZATIGTAL TOW, T ary
DRGANIZATION
DEDTOR [ vone

£, AMERDMENT (COLLATERAL CHIAHGE): chock only pre boa.

Descrba cotaleral de'elrd at i"( adZed, oF glve entie restaied cotateral deseriplion, or Cescrdhe coTateral
TAY

E:] assgned,

One (1) - System A Scale Hopper Equipment with attachements and accessorles as listed on invalce $213088 from the Vendor Shick
Tube-veyeor dated 19/07/09 aftached hereto and made a part hare of AND Qne (1) 42N0O525 #106158 Ribbon Blender with gitachments and

accessorles as Hsted on Involce 106501 frem the Vendor: NDT Food Services

dated 8/21/2009 altached hereto and made a part herg of.

2. NAME of SECUPRED PARTY OF RECORD AUTHORZNG THIS ANENDWENT (nana of ossignor, I this Is 2n Assigement), I this 15 an Amendant aulhorized by a Deblor whkch

edds colaters] or edds tha auimonzsg Dibigr. of if the s & toum nation asshorized by 0 Deblor, chack hewo

X I:I and enter name o DEOTRR awthyrkring i Anmgngaen,

D3, QRGANIZATION'S NANE

OFC Capital Corporation

OR 95, ISDVIDUAL'S LAST HAME FIRST HAME

NIDDLE NAME SUFFIX

Yl ——
10 OPTIONAL FILER REFERENCE DATA

0583108

Debior Name: PHS Group Inc,
PHS - DK {FA)

L:6001598/L. 513834

Proparad by CT Lien SoluTcns 13.23 0

FILING OFFIGE COPY « UGG FINARGING STATEMENT AMENDMENT (FORM UGG3) {REV. 05/22/02)




“Description of Equipment”

ITEM OTY DESCRIPTION

100

103

110

I15

120

125
430

SYSTEM A,
SCALE HOPPERS FOR NEW MIX TOWER

Lot additional conveying line consisting of 120 ft. of 4” QD aluminur tube for
corn meal and flour convey lines, (6) 4” OD aluminum 1ong radius 90-degree
elbows for flour and corn meal, necessary compression ¢ouplings, 60 ft. of 4 OD
aluminum tube for granulated sugar conveying line, (3) long radius 304 stainless
stee] 90-degree elbows for granulated sugar, necessary (4) bolt compression
couplings. :

Shick 4” OD tube size bottom diverter valves consisting of cast iron housing,

electroless nickel plated inside and out, with 304 stainless steel scrapper tabes,
and piston and housing ports. Valve to include heavy-duty air cylinder, 110V
solenoid, (2) SPDT limit switches each, with necessary flexible scale isolation

hose.

Shick 4” QD tube size bottom diverter valve, standard flour type, of ¢ast iron
construction to include heavy duty ajr cylinder, 110V solenoid, (2) SPDT 110V
limit switches, necessary flexible scale isolation hose. )

Shick carbon steel scale hopper assemblies. The flour scale willbe 95 cu &,
capacity, and will have a single 4” diverter valve inlet, and the sugar scale will be
50 cu. ft. capacity and will have (2) 4” bottom diverter valve inlets. Scales to
have a minimum 60-degree conical hopper, pneumatic vibrator pad, 127 butterfly
valve outlet flange. Assemblies to include 3-point lug load cell design for
compression style load cells, supported on a structural mezzanine designed and
fabricated by others. Both of the scales are of concentric design, and will be
painted FDA. epoxy interior, primer white enamel exterior,

Shick pneumatic vibrator assemblies complete with filter, regulator, lubricator
with solenoid, 110V,

Aeration pad assemblies complete with 110V solenoids.

Shick 127 butterfly valve assemblies. Flour butterfly valve to include cast
aluminum housing, aluminum shaft, and aluminum beveled damper with O-ring,
Valve to include heavy-duty air cylinder with 110V info limit switches. The
sugar scale will include a stainless steel liner, stainless steel shaft, and stainless
steel beveled damper. Also included is a heavy-duty air cylinder, 110V solenoid,
and (2) SPDT limit switohes, Bach valve to include a stainless steel sleeve ring
adapter, with flexible connection to mixer below.

Page 11




300

305

1

NOTE: Shick will supply the necessary stack up drawings to identify elevations
of the scale hoppers, mixer, and bulk bag filling stand for interfacing the
equipment together. Quality Food Brands, Inc. will be responsible for
determining the convey line routing and intexface to the scales. The structural

mezzanine design and fabrication is by others.

10” X 10" extractor magnet by Tech Packing BY OTHERS.

.
3

Tech Packaging bulk bag filling stand BY OTHERS,

Page 12




, Shiclk USA Pricing Summary Sheet

System A

Scale Hopper for New Mix Tower

TOTAL EQUIPMENT PRICE ...rvsssmirsssrssesisanimssmimssss nssasssssssssmsssesssnsrasassasrses 391, 820.00
“QOptions” '

QPTION #1
Shick provides (2) new compression load cell kits and (2) Toledo scale instruments mounted in

NEMA 4X enclosures; . )
Sales PTice AGAHION wrvermrmmsessrmmesmssmsiemermensrensms e trsssssnsssrersns $13,500.00

Mechanical Iustallation and Elecirical Field Wiring --Not Included

System Commissioning/Operator Training---Not Included---See Attached Rate Sheet

Freight
Price AddifioN. . merecermmerrmmmmvarsmmssrrsrrmmirsssrsssarsssesnrs perrespersusre et

{See note 1)

s NOE Included

Taxes
Price AQAItIOH. o orsernssrensnironsisans
(See note 2)

eresesssessssssenssmmeene N0t Fnclnded

All prices are F.O.B. Origin. Taxes are not included. Quoted prices are good for 30 days from
date on quote. See Terms and Conditions for further explanation.

NOTE 1: All freight coordination and artangements are the responsibility of Shick. Shick will
determine carrier selection via “best carrier” criteria, including rate, discounts, schedules, and
availability, Shick will accumulate freight charges on a weekly basis and forward to Buyer

Charges will be billed using the following schedule;

Shipment Type Typical Carrier Charges
Small Shipment {ground) UPS UPS published
Less-than-Truckload UPS Freight, Vitran, Dugan Current UPS Freight Tariff less 65%
discount
Truckload and Other 53° van, flat bed, ete, Cost Plus 10%

Shick will coordinate deliveries with Buyer based on Buyer’s needs and preferences. Buyer
will also be responsible for freight charges arising from equipment moving from outside
suppliers into Shick or other suppliers for fit up and/or consolidation into larger shipments,
These ‘inbound’ moves will take place at Shick’s discretion, and only when there is

compelling reason to do so.

NOTE 2: Seller’s prices do not include sales, excise or similar taxes levied by any govemwuent
authority, either foreign or domestic. In addition, to the prices specificd herein, the amount of
any present or future sales, use, excise or other similar tax applicable to this transaction, shall be

Page 13




EXHIBIT “B”



CALCULATION

Debtor Name:
Account Number:

Case Number:

District:

Date Filed:

Balance as of Filing Date

Past Due Payments:

011011 to  01/10/11
Future Payments
02/10/11 to  02/10/12

Less: Discount at 6%
Present Value of Future Payments
Pre-petition Late Charges Due
NSF fees

Total Due as of Filing Date:

PHS Group, Inc. and Quality Food Brands, Inc.

6001815

11-70413
Eastern New York
01/28/11

Amount # Due

$ 2,249.51 1

$ 2,249.51 13

$224.95 x 1 month

01/28/11

$
$

28,243.63

(998.44)

3

2,249 51

28,245.19
224,95
20.00

30,739.65



CALCULATION

Debtor Name:
Account Number:

Case Number:

District:

Date Filed:

Balance as of Filing Date

Past Due Payments:

012111 to Q1729711
Future Payments
02/21/111 to  08/21/12

Less: Discount at 8%
Present Value of Future Payments
Pre-petition Late Charges Due
NSF fees

Total Due as of Filing Date:

PHS Group, Inc. and Quality Food Brands, Inc.

6001598

11-70413
Eastern New York
01/28/11

Amount # Due

$ 3,048.14 1

$ 3,948.14 18

$394.81 x 1 month

01/28/11

R
3

75,014.66

(4,775.90)

$

3
$

3,948.14

70,238.76
394.81
20.00

74,601.71



EXHIBIT “C”



UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF NEW YORK Hearing Date: April 11, 2011
Hearing Time: 9:30 a.m.

Inre:

PHS GROUP, INC,
Case No. 11-70413 REG

Debtor. . Chapter 7

Assigned to:
Hon. Robert E. Grossman
Bankruptcy Judge

ORDER GRANTING RELIEF FROM AUTOMATIC STAY

ONthe _____ dayof , 2011, the Motion (the “Motion™) of OFC Capital
Corporation (the “Secured Creditor™), dated March 16, 2011, came before the Court, for relief from
the automatic stay with respect to an All Fill Model TA 600 Twin Auger Filler #80414, one (1)
System A Scale Hc;pper Equipment and one (1) Ross Model 42N-0528 Ribbon Blender, s/n 106158
(collectively referred to as the “Collateral”). This Court, having considered the evidence presented
and the arguments of the parties, and with good cause appearing therefore, it is hereby:

ORDERED that the automatic stay in effect pursuant to 11 U.S.C. § 362(a), is hereby
terminated pursuant for failure to make payment to the Secured Creditor so that Secured Creditor

may take any and all action under applicable state law to exercise its remedies against the Collateral.
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Court File No. CV-10-8991-G0CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO
LIMITED O/A LORETTA FLOUR,
2131413 ONTARIO LIMITED O/A LORETTA FOODS,
787755 ONTARIO LIMITED O/A NEW DURHAM TRADING, AND O/A
NDT FOOD SERVICE AND O/A SKYWAY WHOLESALE
AND TARBRAC HOLDINGS INC,

IN THE MATTER OF SECTION 243 OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.8.C. 1985, ¢, B-3, as amended, and SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.8.0, 1998, ¢. C. 43, as amended

SECOND REPORT TO THE COURT
OF ERNST & YOUNG INC., AS RECEIVER

February 9, 2011

BACKGROUND

1. On November 10, 2010, Bank of Montreal (“BMO”) made an application to the Ontario
Superior Court of Justice (Commerciﬁl List) for an order, and the Court made an order,
appointing Emst & Young Inc. (“EYI”) as interim receiver (in such capacity, the
“Interim Receiver”) pursuant to section 47(1) of the Bankruptcy & Insolvency Act
(*BIA”) and pursuant to section 101 of the Courts of Justice Act (“CIA”) of the assets,
undertakings and .properties of 2110458 Ontario Limited (“211”) ofa Loretta Flour,
2131413 Oniario Limited (“213™) o/a Loretta Foods, 787755 Ontaric Limited (“787”) ofa
New Durham Trading and o/a NDT Food Service and o/a Skyway Wholesale, and
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Tarbrac Holdings Inc. (“Tarbrac”) (collectively, the “Debtors” or the “Loretta
Group”)}.

On November 26, 2010, EY.I was appointed as receiver and receiver and manager (the
“Receiver™) of the Debtors pursuant to section 243 of the BIA and section 101 of the
CJA. A copy of the order appointing EY] as the Receiver (the "Receivership Order") is
attached as Appendix “A” to this Report.

The Receivership Order, among other things, authorizes and empowers the Receiver to:

(a) carry oul the sale process developed by EYT, in its capacity as Interim Receiver,
' for the Food Services (as defined below) business of the Debtors substantially in
accordance with the timeline annexed as Schedule “B” to the First Report of the
Interim Receiver dated November 25, 2010 (the “Food Services Timeline”), with

such changes as the Receiver considers necessary in its sole discretion, acting

reasonably; and
{b)  sell the Property or any parts thereof outside the ordinary course of business:

) without the approval of the Court in respect of any tramsaction not
exceeding $250,000, provided that the aggregate consideration for all such

transactions does not exceed $1,000,000; and

(i)  with the approval of the Court in respect of any transaction in which the
~ purchase price or the aggregate purchase price exceeds the applicable

amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario Personal
Property Security Act shall not be required, and in each case the Ontario Bulk

Sales Act shall not apply.

On January 17, 2011, the Court made an order approving a marketing and sale process of
the “Loretta Flour Division” (the “Flour Business™) and the “Loreita Spice Division”
(the “Spice Business™) of the Debtors (the “Flour and Spice Sale Process Order”) The
Flour and Spice Sale Process Order is attached as Appendix “B” to this Report.



PURPOSE

5.

This is the second report of the Receiver. The purpose of this Second Report is to:

(a)

(®)

(c)

(@

(e

report to the Court on the sale process for the Food Service and Catering (“Food

Services™) business of the Debtors;

report to the Court on the status of the sale process in respect of the Flour and

Spice Businesses of the Debtors;

report to the Court on certain issues being encountered by the Receiver with
respect to lease agreements previously entered into by the Debtors, and the
Receiver’s current proposed approach for dealing with the assets that are the

subject of the lease agreements in question;

report to the Court on an issue relating to insurance proceeds resulting from the
theft of an asset that is the subject of a lease agreement between the Debtors and a

third party; and
request that the Court grant an Order;

4] approving the asset purchase agreement (the “Jarvis APA”) in respect of
the Food Services business (the “Transaction”) between the Receiver and

Jarvis Management Corp. (“Jarvis” or the “Purchaser”);

(ii)  vesting title to the assets of the Food Services business to Rosedale Food
Company Inc., Jarvis' assignee, free and clear of all security interests,
mortgages, claims, charges, and encumbrances, as more fully detailed in
the draft order included in the Receiver’s motion materials, subject only to
the filing by the Receiver with the Court of a completion of sale certificate
(the “Jarvis Sale Completion Certificate”), which will be filed by the

Receiver forthwith after the closing of the transaction; and

(iii)  approving the actions of the Receiver as described in this Report.



Terms of Reference

6.

In preparing this Report, the Receiver has relied upon the books and records of the

Debtors, conversations with operating management and employges of the Debtors, and

other information from various sources. The Receiver has assumed that the information

it has been provided is accurate and complete. The Receiver has not audited, reviewed or

otherwise verified such information.

FOOD SERVICE SALE PROCESS

Summary of Process

7.

As generally described in the First Report of the Receiver dated January 10, 2011 (the

“First Report™), the Receiver:

(2)

(b)

(e

finalized the Confidential Information Memorandum for distribution to potential
purchasers of the Food Services business (the “Food Services CIM™) during the
week beginning December 20, 2010, which was approximately one week later
than contemplated in the Food Services Timeline, due to difficulty in obtaining

separate financial information for Food Services;

identified 24 parties likely to have an interest in acquiring Food Services. The
number of parties has increased from the 21 parties mentioned in the First Report
because it now includes certain customers and/or suppliers that expressed
unsolicited interest in Food Services and & limited number of parties that the
Receiver identified from the. records of the Loretta Group as having previously

expressed an interest in Food Services to Loretta Group senior management; and

contacted all of the parties identified and distributed the Food Services CIM to 10
of those parties who indicated they would be interesting in considering the

opportunity,

The Receiver also e-mailed additional confidential financial and other information in

electronic form to three of the parties who received the Food Services CIM and who
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11,

-5.

signed a confidentiality agreement satisfactory to the Receiver, and provided facilities

tours to three of the parties who received the Food Services CIM.

Although the Food Services CIM was available for distribution approximately a week
later than contemplated in the Food Services Timeline, the Receiver was able 1o receive
executed confidentiality agreements, ~distribute confidential information to the
corresponding potential purchasers, and arrange facilities tours within a shorter time
frame than was coniemplated in the Food Services Timeline. Accordingly, the Receiver
requested that offers from potential purchasers, in the form required by the Receiver and
including the Receiver’s required terms of sale, be submitied by noon Toronte time on
January 14, 2011, which was the submission deadline indicated in the Food Services

Timeline,

Other Actions of the Receiver

As previously reported, neither the Interim Receiver nor the Receiver conducted a count
of the Food Services inventory at the date of their respective appointments because of the
business disruption that would result from counting a large number of items with fow
individual values, In early January 2011, during the normal seasonal slowdown for the
Food Services business, the Receiver arranged for Food Services operaling management
and senior employees to conduct a complete inventory count. This information was sent

in electronic form to all potential purchasers who had signed a confidentiality agreement.

The Receiver also arranged for one appraisal firm to tour the Food Services premises and
{o provide the Receiver with an appraisal of the Food Services production equipment on
an as is, where is basis. This appraisal was requested by the Receiver for its own use (in
conjunction with the Food Services inventory count infarmation and accounts receivable
balances) to estimate the realizations potentially available if the Food Services business
were wound down by the Receiver rather than sold en bloc. That information was not

provided to potential purchasers,



Offers Received

12.

3.

14.

15,

Prior to the expiration of the offer deadline on January 14, 2011 (“Offer Deadline”), the
Receiver received certain offers (collectively, the “Offers™). After considering the Offers
received, the Receiver advised each of the parties that it was rejecting all Offers received
but was willing to commence private negotiations with each of them, with the intention
of reachiﬁg an agreement to seil the Food Services business on traditional “as is, where

is, no representations, no warranties” receivership sale terms.

Beginning on January 14, 2011, the Receiver entered into discussions with the interested

parties in order to:
(a)  clarify certain terms and conditions included with their Offers;

(b) attempt 1o resolve certain inconsistencies between their respective Offers and the

Receiver’s preferred transaction structure; and

(c) request that the interested parties exclude certain Food Services business accounts
receivable from the transaction in order to potentially enhance the receivership’s
realizations from the transaction by allowing the Receiver to pursue collection of

these accounts receivable.
The Receiver contacted the interested parties to advise that:

(a) the deadline for submission of revised offers (the “Revised Offers™) was 5:00

p.m. on January 20, 2011; and

(b)  the Receiver expected that the Revised Offers would be in final form and
essentially capable of being accepted by the Receiver fo create a binding

agreement,

On January 20, 2011, after the interested parties conducted additional discussions and due
diligence, Jarvis submitted a Revised Offer to the Receiver. The Revised Offer
eliminated or clarified the terms and conditions presented in its original offer which were

unacceptable to the Receiver and did exclude certain Food Services business accounts
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18,

-7-

receivable from the purchased assets. No revised offer was received from either of the

other two interested parties.

Over a period of several days the Receiver and Jarvis succeeded in negotiating the Jarvis
APA. The Receiver believes that the terms of the Jarvis APA are acceptable fo the

Loretta Group estate.

Attached hereto and marked as Appendix “C” is a summary and description of the offers
received by the Offer Deadline. Attached hereto and marked as Appendix “D” is a
summary of the Jarvis APA. Attached hereto and marked as Appendix “E” is a redacted
copy of the executed Jarvis APA. In order to prevent any prejudice if the Transaction is
not completed, the Receiver hereby requests that the summary of the offers, the summary
of the Jarvis APA and a copy of the unredacted Jarvis APA are sealed by order of this

Court pending completion of the Transaction contemplated therein,

A condition of the Jarvis APA was that the Purchaser was to obtain the consent of the
landlord of the business premises of 787 (the “Davand Premises”) to assign the lease.
On February 3, 2011 the Receiver, Rosedale Food Company Inc. (an affiliate of Jarvis),
and the landlord of the Davand Premises executed an agreement pursuant to which, inter
alia, the lease of the Davand Premises will be assigned to Rosedale Food Company Inc.
on the closing of the Jarvis sale and the Receiver will have no further obligation to the
landlord in connection with the Davand Premises. The only significant remaining
condition to closing is the Receiver obtaining an approval and vesting order from this

Honourable Court in respect of the Transaction.

Receiver’s Conclusion and Recommendation

19,

The Receiver is of the view that the consideration from the Transaction, if completed,
represents the maximum realization availablc in the circumstances from the Food

Services assets:

(a) the consideration under the Jarvis APA represents the highest price offered

following an expedited marketing process in which offers were solicited from all
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(b)

(c)

-8-

parties indicated by the Receiver’s research to be likely potential purchasers of the

Food Services business;

the Receiver considers it unlikely that a lengthier marketing process than the Foed
Services Timeline, or one in which the opportunity was publicly advertised,
would have generated higher offers for the Food Services business. As previously
reported to the Court, the Food Services business has limited geographic scopé
and scalability due to the inherent limitations of transporting fresh foods, and is,
therefore, likely to be of interest to a smaller group of potential purchasers,
namely organizations that are either carrying on similar businesses or involved

locally in areas of the food industry that would allow them to realize sales or

" purchasing synergies. In addition, the Receiver notes that during the receivership

the net cash flow from the Food Services business, after a reasonable allocation of
the fees of the Receiver and its counsel, has been negative, and that therefore an
offer received in a longer process would have needed to be substantially higher to

offset this net cash outflow; and

‘the consideration under the Jarvis APA is substantially higher than the expected

realizations (based on the equipment appraisal obtained, inventory count

conducted and accounts receivable balances described in paragraphs 10-11 above)

~ if the Food Services business were wound down and liquidated by the Receiver.

In addition, the Receiver notes that the Transaction:

(@)

(b)

is a straightforward cash transaction that does not involve adjustments for
inventory or accounts receivable levels, and should therefore be inexpensive to

close;

if completed, potentially provides the personnel employed by the Food Services
business with new employment. Although the Jarvis APA provides that all Food
Services employees will be terminated by the Receiver on the Closing Date and
that the Purchaser has discretion to offer employment to those individuals, the

Receiver understands that Jarvis does intend to operate the Food Services
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business and will therefore presumably offer employment fo the majority of the

current employees; and

if completed, allows the Receiver access to and use of part of the head office
portion of the Davand Premises for a specified interim period, thereby saving the
Loretta Group estate the cost and inconvenience of relocating the electronic and
hard copy records of the Loretta Group during the sale process for the Spice

Business and the Flour Business.

Accordingly, the Receiver recommends that thé Court grant the requested order,

discussed in further detail below, approving the Jarvis APA and vesting title in the

purchased assets to Rosedale Food Company Inc., Jarvis' assignee, on closing of the

Transaction,

LORETTA FLOUR AND LORETTA FOODS SALE PROCESS

Status of Process

22.

On January 17, 2011 the Court made the Flour and Spice Sale Process Order which

approved the process proposed by the Receiver for the marketing and sale of the Flour

and Spice Businesses of the Loretta Group (the “Flour and Spice Timeline™). The Flour

and Spice Sale Process Order, is attached as Appendix “B” to this Report. In summary,

the Flour and Spice Timeline provides for:

(a)

(®

(c)

the Receiver to prepare an Information Memorandum, compile a list of potential

purchasers, and prepare an electronic data room by January 14, 2011;

the Receiver to contact prospective purchasers, provide them with the Information
Memorandum  and (subject to execution of a satisfactory confidentiality
agreement) access to the electronic data room, and conduct facility tours until

February 25, 2011;

submission of purchaser offers on March 4, 2011; and
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(d)  selection of a purchaser(s), application for Court approval, and closing of the

transaction(s) by April 1, 2011,

Due to information quality issues similar to those encountered with the Food Services
business, as described in the First Report, the Information Memorandum was completed,
and the electronic data room prepared, approximately a week later than the expected date
set out above, In the interim, the Receiver has developed a list of 60 potential purchasers
for the Spice Business and/or Flour Business, including organizations identified through
the Receiver’s research and other parties that have approached the Receiver to express
their interest, and has started to contact these parties to communicate the opportunity and

the Receiver’s sale process.

Modifications to Process

Canadian Intellectual Property

24,

25,

In the Receiver’s First Report, the Receiver described the registered Canadian trademarks
and design mark owned by 213 (the “Canadian Intellectual Property”) and expressed
its view that, if the Spice Business and Flour Business were sold separately greater value
would be derived by selling the Canadian Intellectual Property with the Spice business,
which sells numerous products under the “Loretta” name and appears to be the most

dependent on the Canadian Intellectual Property,

The right to use the name “County Fair” for flour products is among the Canadian
trademarks owned by 213. This trademark is used only by the Flour Business, which has
previously sold flour to retailers under the “County Fair” name. Accordingly, the
Information Memorandum provides that the assets of the Flour Business will include the
rights to the “County Fair” trademark, while the remaining Canadian Intellectual Property

will be sold with the Spice Business.

Advertising of Spice/Flour Sale Process

26,

Although the sale process described above does not specifically provide for the Receiver

to advertise the sale process, the Receiver is making arrangements for notices of the sale



-11-

process to be advertised once in the national edition of the Globe and Mail and once in a
monthly food industry publication, at a combined cost of approximately $5,000, Both
advertisements will appear during February 2011, which will allow potential purchasers
who have not been directly notified of the opportunity through other means the ability to
investigate the opportunity and, if they wish, to submit offers by the deadline of March 4,
2011. The Receiver is therefore of the view that the advertising represents a cost-

effective improvement to the sale process as originally approved.

LEASED EQUIPMENT ISSUES

27,

In ‘combination, the records of the Loretta Group and the registrations made under the
Personal Property Security Act (Ontario) (“PPSA™) registrations against the Debtors
appear to indicate that as at the date of the Receivership Order the Debtors had
collectively entered into 34 lease agreements with 19 separate counterparties. The
majority of these lease agreements rclated to equipment used in the operations of the
Debtors, and there were also a limited number of lease agreements related to vehicles
used by the management and certain employees of the Loretta Group. The number of
lcase agreements and counterparties for each of the Debtors, and the nature of the assets

that are the subject of those lease agreements, is summarized in the table provided below,

Operating Equipment Vehicles

Number of Number of Lease Number of Number of Lease
- Counterparties Agreements Counterparties Agreements

211

1 ' 1 - -

213

1 1 - -

787

12 20 5 12

28.

The Receiver notes that although 787 entered into the majority of the lease agreements

" related to equipment used in the operations of the Debtors, the equipment in 787’s [ease

agreements includes many items that appear to relate to the Flour Business, which is

carried on by 211, or the Spice Business, which is carried on by 213.
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Borden Ladner Gervais LLP ("BLG"), the Receiver's lawyers, have reviewed each lease
agreement in the records of the Debtors and has concluded each of the lease agreements
related to operating equipment (referred to collectively, for convenience of description, as
the “Equipment Leases™) is properly categorized as a financing lease rather than a true
lease. Accordingly, it is the view of the Receiver that (i) any ouistanding and future
payments under the Equipment Leases constitute secured claims against the Debtors, (ii)
there is no obligation for the Receiver to make payments under the Equipment Lease
agreements after the date of the Receivership Order, and (iii) the assets that arc the
subject of the Equipment Leases may be sold by the Receiver and the proceeds thereof

distributed to the creditors of the Debtors in accordance with their respective priorities.

To date, the Receiver’s communication with the counterparties to the lease agreements
P gr

has been as follows:

(2) two of the vehicle lease agreements related to two vehicles that the Receiver
understood were driven on a day-to-day basis by Mr. Gatti and Ms, Taragh
Bracken (Mr. Gatti’s spouse). Mr. Gatti did not leave either of these vehicles in
the possession of the Receiver, but indicated to the Receiver that he would
arrange for them to be returned to the applicable lessors. The Receiver promptly
notified the applicable vehicle lessors in writing of the appointment of the
Receiver, that the Receiver had not taken possession of the vehicle and conveyed
the Receiver’s understanding that Mr, Gatti would arrange for the return of the

vehicles to the lessors;

(b)  on December 3, 2010 the Receiver sent the notice required under subsections
245(1) and 246(1) of the Bankruptcy and Insolvency Act (the “BIA™) to all known
creditors of the Debtors, including all of the counterparties included in the above

table;

(c) on or around December 3, 2010 the Receiver contacted each of the above
counterparties by phone to notify them of the receivership and, in certain cases, to

request that they provide additional detail to assist in BLG’s review of the lease
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agreements and in the identification of the equipment subject to their lease

agreements,

on or around December 21, 2010 the Receiver wrote to cach of the counterparties
to the Equipment Leases (referred to collectively, for convenience of description,
as the “Equipment Lessors”) and notified them of BLG’s review, of the
Receiver’s categotization of the Equipment Leases as financing leases, and that
therefore the Receiver did not intend to make payments under the applicabie lease

agreements;

a number of Equipment Lessors have provided additional detail relating to the

leased equipment, and representatives of certain Equipment Lessors have visited

. the premises of the Debiors with the intention of identifying the equipment

subject to their lease agreements;

counsel to two of the Equipment Lessors and three unrepresented Equipment
Lessors have written and/or telephoned the Receiver and BLG, to request that the
Receiver either make payments pursuant to the lease agreements or deliver

possession of the leased equipment; and

counsel to two of the Equipment Lessors, each of which falls into the cafegory
notified in subpatagraph (f) above, have filed Notices of Appearance in these

proceedings,

To date, the Receiver has undertaken the following procedures in order to attempt to

identify the equipment underlying each of the Equipment Leases:

(2)

(b)

reviewed the descriptions of the underlying assets, particularly details such as
serial numbers and dimensions, and requested additional details from the

applicable Equipment Lessor as it considers necessary;

with the assistance of operating management of the Food Services business and
the Spice and Flour Businesses, attempted to locate the underlying assets on the

various premises of the Debtors, being the Davand Premises, the business
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premises of the Spice Business located at 1610 Sismet Road, Mississauga,
Ontario, (the “Sismet Premises”™) and the business premises of the Flour Business

Iocated at 1700 McEwen Drive, Whitby, Ontaric (the “Whitby Premises™);

engaged a well-known asset appraisal firm, Danbury Appraisal, to provide an
detailed asset-by-asset listing and appraisal of the equipment at the Davand

Premises, Sismet Premises and Whitby Premises;

reviewed the hard copy and electronic records of the Debtors to atfempt to gain
additional information with respect to how and when the assets at the various

premises of the Debtors were acquired, financed or refinanced; and

with the assistance of operating management at each of the Debtors’ locations,
accompanied and assisted the above-noted representatives of the Equipment
Lessors who visited the premises of the Debtors with the intention of identifying

the equipment subject to the applicable Equipment Leases.

The above procedures have identified a very large number of unreconciled discrepancies

between the assets on the various premises of the Debtors and the assets described in the

varlous Equipment Leases, In the majority of the Equipment Leases, the Receiver has

been unable to satisfy itself that the equipment subject to the applicable lease agreement

exists on the premises of the Debtors. Discrepancies and related issues identified by the

Receiver include the following:

(2)

(b}

for certain pieces of production equipment, most notably flour rolling mills, the
total number of such machines that have been leased exceeds the total number of

those machines on the Debtors’ premises;

in numerous cases, including the flour rolling mills noted above, there is
equipment on the premises of the Debtors that is similar in some ways (fype of ‘
equipment, manufacturer and approximate age) to the descriptions in certain of
the lease agreements, However, the serial numbers or other identifying

information, such as dimensions, of the equipment on the Debtors’ premises do
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not match the corresponding information indicated on any of the lease

agreements,

certain of the lease agreements, in some cases involving eduipment with large
dollar values, were entered into within a few months before the appointment of
the Interim Receiver on November 10, 2010, Operating management and
employees of the Debtors have told the Receiver that no new equipment of the
nature described in the applicable lease agreements was acquired or installed

during this time;

in virtually all cases neither the lcase agreement nor the records of the Debtors
include any documentation to evidence delivery of the equipment other than the
signatures of Mr. Gatti and/or Mr. Peter Nelipa (the sole shareholder of 787 and
the previous Director of Operations for the Flour Business) on the various lease
documents, and to date the Equipment Lessors have not been able to provide
additional documentation to demonstrate thal the equipment described in the lease
agreements was actually delivered. In certain cases, the Equipment Lessor
appears to have provided funding in advance of delivery of the equipment and
requested supporting documentation such as customs forms, but does not appear

to have followed up with the Debtors to receive such documentation;

with a view to potentially obtaining third-party confirmation regarding the
purchase and delivery of the equipment underlying certain of the Equipment
Leases involving large dollar amounts, the Receiver has conducted preliminary
Internet research with respect to the entit(ies) that issued the invoice(s) evidencing
the purchase of the underlying equipment. In virtually all such cases, a search by
the Receiver using a basic Internet search engine has not revealed any advertising
or other information to indicate that the entity that issued the invoice is in the
business of distributing such equipment. In many cases, the scarch was unable to

locate the entity at all; and

in certain cases, the purchase invoice was issued by an enfity in which the

Receiver believes, based on documentation on the Debtors’ premises, that Mr.
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34,

35.
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Gatti has an ownership interest or acts in @ management capacity., The Receiver
has not yet clarified with the Equipment Lessors in question whether it was aware
of this relationship and, if so, whether it satisfied itself through other means that

the amount financed represented the fair market value of the equipment.

It appears based on the preceding that all or part of the amounts owed to many of the
Equipment Lessors may in fact be unsecured claims, rather than claims secured by

particular assets of the Debtors.

The Receiver continues to analyze this issue and is attempling to obtain from the
Equipment Lessors any additional information, sgch as shipping and/or customs
documentation, that may be of use in locating the equipment. In addition, BLG is
reviewing the various PPSA registrations by the Equipment Lessors to determine the
priorities of the Equipment Leases (if the underlying equipment is actually on the

premises of the Debtors).

Following the sale or liquidation of the Food Services, the Spice Business and the Flour
Business, the Receiver intends to provide a further report to the Court setting out the
basis on which the Receiver proposes to disiribute the sale or liquidation proceeds. As
gach of the businesses of the Debtors is being marketed for sale on an en bloc basis, the
Receiver anticipates that its approach will necessarily involve a number of allocations,
including (i) the allocation of the fees and expenses that are subject to the Receiver’s
Charge between the Debtors’ various businesses, (ii) the allocation of the net realizations
for each of the Debtor’s businesses between equipment and other assets, and (iii} the
allocation of the net realizations attributable to equipment to the items subject to
Equipment Leases that are identifiable on the Debtors’ premises. To establish reasonable
allocations, the Receiver intends to rely where possible on third-party information such as

the asset appraisals noted above.
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INSURANCE CLAIM RECEIVABLE

36.

37.

38,

39,

Following its appointment, the Receiver became aware of an insurance claim (the’
“Claim”) totalling $19,712 (the “Insurance Proceeds™) payable jeintly to 787 and Quest
Automotive Leasing Services (“Quest”) by JEVCO Insurance (“JEVCO™) in connection
with the theft of a Harley Davidson motorcycle that 787 leased from Quest. On
December 6, 2010 the Receiver wrote to 787’s insurance broker, HUB International, and
on December 17, 2010 to Quest, to inform them of the Receiver’s appointment and

requested that any payments relating to the Claim be directed to the Receiver.

Pursuant to an Enquiry Response Certificate obtained from the Ministry of Government
Services against "787755 Ontario Limited" with a file currency of November 22, 2010, as
of that date there is no registration made by Quest under the PPSA, On January 14, 2010,
BLG informed Quest's lawyers, Ricketts, Harris LLP, that as of November 22, 2010,
Quest had not registered any interest it may have against 787 under the PPSA and so
there may be other persons who have registered under the PPSA who may have an

interest in the Insurance Proceeds.

Quest has written to JEVCO (on January 14, 2011 ang on January 28, 2011) claiming
entitlement 1o the Insurance Proceeds and requesting that the Insurance Proceeds be paid
over to them. The Receiver has also written to JEVCO (on January 26, 2011 and on
January 31, 2011) requesting that the Insurance Proceeds be paid to the Receiver who
will hold the Insurance Proceeds in an interest bearing account until entitlement to the
Insurance Proceeds is determined whether by agreement by all persons claiming an
interest or by judicial determination made on notice to those persons. The Receiver has

not received a response from JEVCO in this regard.

As of the date of the Second Report, JEVCQ has not paid the Insurance Proceeds either
to Quest or to the Receiver. Discussions between the Receiver, JEVCO and Quest
continue. If the issue cannot be resolved, the Receiver may seek directions from the
Court, on notice to JEVCO, Quest and to any other affected parties, for the payment of

the Insurance Proceeds to the Receiver pending further order of the Court,
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RELIEF SOUGHT BY THE RECEIVER

40.  The Receiver respectfully requests that this Court grant an order:

(2)

(b)

©

(@

approving the Jarvis APA;

vesting title to the assets of the Food Services business to Rosedale Food
Company Inc., free and clear of all security interests, mortgages, claims, charges,

and encumbrances, as more fully detailed in the draft order included in the

- Receiver’s motion materials, subject only to the filing by the Receiver of the

Jarvis Sale Completion Certificate, which will be filed by the Receiver forthwith

after the closing of the transaction;

sealing the summary of offers received by the Receiver for the sale of the Food
Services business, the summary of the Jarvis APA and the copy of the unredacted
Jarvis APA until such time as the Receiver files the Jarvis Sale Completion

Certificate; and

approving the activities of the Receiver as set out in this Report.

All of which is respectfully submitted this 9" day of February 2011.

ERNST & YOUNG INC,

Acting in its capacity as Receiver and Receiver and Manager of

2110458 Ontarie Limited o/a Loretta Flour, 2131413 Ontario Limited ofa Lotetta Foods,

787755 Ontario Limited o/fa New Durham Trading and o/a NDT Food Service and ofa Skyway
Wholesale, and Tarbrac Holdings Inc.

and not in its personal or corporate capacity.

Per:

Mike Dean, CAeCIRP
Senior Vice-President
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Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) B DAY, THE
) -
JUSTICE ) DAY OF MAY, 2011

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO LIMITED o/a
LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a LORETTA FOODS, 787755
ONTARIO LIMITED o/a NEW DURHAM TRADING, and o/a NDT FOOD SERVICE
and o/a SKYWAY WHOLESALE and TARBRAC HOLDINGS INC,

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, ¢. B-3, as amended, and SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.5.0. 1990, ¢. C. 43, as amended

APPROVAL AND VESTING ORDER

(re Flour Business)

THIS MOTION, made by Ernst & Young, Inc., in its capacity as the Court-appointed
receiver (the "Receiver") of the undertaking, property and assets of 2110458 Ontario Limited o/a
Loretta Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc. (collectively, the "Debtors") for an order approving the sale transaction (the "Transactioh")
contemplated by an agreement of purchase and sale (the "Sale Agreement") between the
| IReceiver and JE Fininvest Ltd. (the "Purchaser"} dated March 31, 2011 and appended to the
Third Report of the Receiver dated May 9, 2011 (the "Third Report"), and vesting in the
Purchaser the Debtors’ right, title and interest in and to the assets described in the Sale
Agreement (the "Purchased Assets"), was heard this day at 330 University Avenue, Toronto,

Ontario.

ON READING the Notice of Motion, the Motion Record and the Third Report and on

hearing the submissions of counsel for the Receiver, and such other counsel as were present, no
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one appearing for any other person on the service list, although properly served as appears from

the Affidavit of Service of e, sworn May e, 2011, filed:

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record is and is hereby abridged such that the motion is returnable today and that further

service thereof is hereby dispensed with.

2, THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved,
and the execution of the Sale Agreement by the Receiver is hereby authorized and approved,
with such minor amendments as the Receiver may deem necessary. The Receiver is hereby
authorized and directed to take such additional steps and execute such additional documents as
may be necessary or desirable for the completion of the Transaction and for the conveyance of

the Purchased Assets to the Purchaser.

3. THIS COURT ORDERS AND DECLARES that upon the delivery of a Receiver’s
certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
"Receiver's Certificate"), all of the Debtors’ right, title and interest in and to the Purchased
Assets described in the Sale Agreement and listed on Schedule B hereto shall vest absolutely in
the Purchaser, free and clear of and from any and all security interests (whether contractual,
statutory, or otherwise), hypothecs, mortgages, trusts or deemed trusts (whether contractual,
statutory, or otherwise), liens, executions, levies, charges, or other financial or monetary claims,
whether or not they have attached or been perfected, registered or filed and whether secured,
unsecured or otherwise (collectively, the "Claims") including, without limiting the generality of
the foregoing: (i) any encumbrances or charges created by the Order of the Honourable Justice
Wilton-Siegel dated November 26, 2010; and (ii} all charges, security interests or claims
evidenced by registrations pursuant to the Personal Property Security Act (Ontario) or any other
personal property registry system (all of which are collectively referred to as the
"Encumbrances”) and, for greater certainty, this Court orders that all of the Encumbrances
affecting or relating to the Purchased Assets are hereby expunged and discharged as against the

Purchased Assets,

4. THIS COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds from the sale of the Purchased Assets shall stand in the place and stead

of the Purchased Assets, and that from and after the delivery of the Receiver's Certificate all
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Claims and Encumbrances shall attach to the net proceeds from the sale of the Purchased Assets
with the same priority as they had with respect to the Purchased Assets immediately prior to the
sale, as if the Purchased Assets had not been sold and remained in the possession or control of

the person having that possession or control immediately prior to the sale.

5. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of
the Receiver's Certificate, forthwith after delivery thereof.

6. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser all human resources and payroll information in the
Company's records pertaining to the Debtors’ past and current employees employed in relation to
the Flour Division of the Debtors. The Purchaser shall maintain and protect the privacy of such
~ information and shall be entitled to use the personal information provided to it in 2 manner which

is in all material respects identical to the prior use of such information by the Debtors.
7. THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the Debtors and any

bankruptcy order issued pursuant to any such applications; and
(¢)  any assignment in bankruptcy made in respect of the Debtors;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the Debtors and shall not be void or
voidable by creditors of the Debtors, nor shall it constitute nor be deemed to be a settlement,
fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or other
reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or unfairly

prejudicial conduct pursuant to any applicable federal or provincial legisiation.
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8. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).

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

its agents in carrying out the terms of this Order.

10. THIS COURT ORDERS that the activities of the Receiver, as described in the Third
Report, be and are hereby approved.

11.  THIS COURT ORDERS that the unredacted version of the Sale Agreement, and the
Summary of Offers referred to in the Third Report, be and are hereby sealed from the public
record and shall not be opened until the filing with the Court of the Receiver’s Certificate.




Schedule A — Form of Receiver’s Certificate
Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO LIMITED o/a
LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a LORETTA FOODS, 787755
ONTARIO LIMITED o/a NEW DURHAM TRADING, and o/a NDT FOOD SERVICE

. and o/a SKYWAY WHOLESALE and TARBRAC HOLDINGS INC.

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, c. B-3, as amended, and SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.8.0. 1990, c. C. 43, as amended

RECEIVER’S CERTIFICATE

RECITALS

A. Pursuant to an Order of the Honourable Mr. Justice Wilton-Siegel of the Ontario Superior
Court of Justice (the "Court") dated November 26, 2010, Ernst & Young, Inc. was appointed as
the receiver (the "Receiver") of the undertaking, property and assets of 2110458 Ontario Limited
o/a Loretta Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/fa NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc. (the “Debtors™).

B. Pursuant to an Order of the Court dated e, the Court approved the agreement of purchase
and sale made as of March 31, 2011 (the "Sale Agreement") between the Receiver and JE
Fininvest Ltd. (the "Purchaser") and provided for the vesting in the Purchaser of the Debtors’
right, title and interest in and to the Purchased Assets, which vesting is to be effective with
respect to the Purchased Assets upon the delivery by the Receiver to the Purchaser of a
certificate confirming (i) the payment by the Purchaser of the Purchase Price for the Purchased
Assets; (ii) that the conditions to Closing as set out in section 8 of the Sale Agreement have been
satisfied or waived by the Receiver and the Purchaser; and (iii) the Transaction has been

completed to the satisfaction of the Receiver.
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C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the

Purchased Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in section 8 of the Sale Agreement have been

satisfied or waived by the Receiver and the Purchaser; and

.3 The Transaction has been completed to the satisfaction of the Receiver.

4. This Certificate was delivered by the Receiver at [TIME] on [DATE].

Ernst & Young Inc., in its capacity as
Receiver of the undertaking, property and
assets of 2110458 Ontario Limited o/a Loretta
Flour, 2131413 Ontario Limited o/a Loretta
Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service
and o/a Skyway Wholesale and Tarbrac
Holdings Inc., and not in its personal capacity

Per:

Name:
Title;



SCHEDULE B

PURCHASED ASSETS

Custom built 16'L intake inclined chain grain
conveyor ¢/w 40 TPH capacity

Custom built 26'H bucket grain elevator ¢/w 40
TPH capacity _ '

Horizontal 33'L chain conveyor, c/w 40 TPH
capacity, & (3) pnuematic slides

| (3) 25MT conical bottom grain storage silos

Horizontal 33'L auger conveyor & inclined auger
conveyor

- Custom built 26'H bucket grain elevator c/w 40
" TPH capacity

2001 Indopol classifier separator ¢/w vibro'motors- -
2001 Indopol dry stoner ¢/w vibro motors & 10HP fan

2001 Indopol model CC horiztonal scourer, S0RPM
s/n 1001, c¢/w aspiration channel

2001 Indopol model ID intensive dampening unit,
s/n 133 c/w rotameter

Indopol 49-bag filter system ¢/w airfock

(4) 26'H bucket grain bucket elevators, pnuematic
slides, auger conveyors, magnets, 40HP fan,
spouting, & exhaust piping '

2001 Ingersol Rand model 2340-T30 5HP,
horizontal air compressor, s/n 9007439

2001 Ingersol Rand model 2475-T30 SHP,
‘horizontal air compressor, s/n 1015752

2001 Ingersol Rand model 2475-T30 5HP,
horizontal air compressor, s/n 1015490

2009 Ingerso! Rand model 2475-T30 5HP,
horizontal air compressor, s/n 9011223



'(3) 25MT conical bottom grain storage silos

2001 Indopol aspirator separator

(3) 2001 indopol model IPRMO04, double roller mills, s/n 339, 340, 341
2001 Indopol model RM04, double roller mill, s/n 225

(2) 2001 Indopol model MM-IPRM04, double roller mills, s/n 94007,
24008 ’

(2) 2001 Indopo! 8:16 plansifters

(2) 2001 Indopol model FF flour purifiers ¢/w motors, s/n 164, n/a
(2) Indopol horizontal bran finishers (oné unit not in use)

10HP Fan purifier & filter

(2) Indopol impact detachers

(2) Indopol 49-bag reverse jet filters

2001 Indopol model SC turbo sifter, s/n 96

(40) Indopol lift, cyclone, & airlock pnuematic systems

(2) 50HP high pressure fan systems

(5) Iﬁdoﬁol additive feeders, entoleter, elevators, auger conveyoré,
spouting & exhaust, (2) bin dischargers, (5) pnuematic slides,

mezzanine system, motors, cabling, etc

Milestone model MAS10-D106 control panel ¢/w
Allen Bradley model Panel View 600 controls

(5) American Ingredients Corp. model A-378
magnets, s/n BD-0036, BD-0038, 2010, BD-0037, BD-0035

ArcoPak Inc model FMC-AIR-Packer c/w
hopper, scale, & AcroPak digital read out, s/n C-
3250 c/w screw conveyor, & bucket elevator

Westeel model SeedStor conical bottom storage silo

(3) FlyLight Jr UV bug lights



Assorted equipment not in use consisting of: (3)
storage silos, screw conveyors, blowers, motors

38 Blister packaging machine c/w conveyor (as is)

39 Assorted aluminum extension ladders & warchouse ladders

(2) compressors heads, manual chain hoist, etc

Lincoln model AC-225 arc welder c/w cart

Toyota model 7FBEU18 3-wheel electric forklift

c/w finger controls, side shift, 3-stage mast, 189"

lift, 3,0001bs capacity, & charger, s/n 10149

Wulftec model WHP-150 automatic pallet wrapper, s/n 0700-6295

Raymond model 102T-F45L, 4,5001bs capacity
electric pallet truck, s/n 107-07-090292

Champion 25HP tank mount v-twin horizontal air compressor

2001 Ultra-air model UA1100AC in-line air
dryer, s/n U-33832-42

Kilo model ND300 stainless steel digital scale
Cardinal 5,0001bs capacity digital floor scale
(2) chop saws

Taylor Products model AFSR-A-TE valve bag air
packer ¢/w mezzanine system, a/n AFSR-5976-TE

(3) Pallet jacks

Hapman stainless steel bulk bag loader -

Paglierani model DA40/575/110 horizontal bag

filling & closing machine, s/n 501103

2004 Shawpack model CON5014 plastic conveyor & metal detector
s/n 25144

Ideal model 7100.187 shrink wrapper & heat shrink tunnel, s/n
1089201



Contents of parts room & shipping office
consisting of: computer, Zebra model 220xi
ITIplus label printer, etc

Toyota model SFBEC15 3-wheel, 2,5001bs
capacity electric forklift, c/w 185" lift, 3-stage
mast, side shift, & charger, s/n 36217

(5) Sections of shelving c/w parts, motors, piping, etc.

Assorted equipment consisting of: dust collector,
grain elevators, sifting screens, piping, rollers, etc

Husky 7HP, 80gallon vertical air compressor
Contents of offices & lunch room

Daymark model Classic electric scooter

All outstanding accounts receivable resulting from the sale of goods to third partles by 2110458
Ontario Limited ofa Loretta Flour

All inventory of 2110458 Ontario Limited o/a Loretta Flour located at 1700 McEwen Drive,
Whitby, Ontario

The Canadian trademark "County Fair"

The Registered trade name “ Loretta Flour”
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Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
{COMMERCIAL LIST )

THE HONOURABLE ) DAY, THE
_ ) 7
JUSTICE ) DAY OF MAY, 202011
BETWEEN:
Plaintife
—and—
Pefendant
IN THE MATTER OF E RECEIVERSHIP OF 2110458 ONTAF LIMITED
RETTA FLOUR, 213141 LIMITED LORETTA FOODS, 787755
ONTARIO LIMITED NEW DURHAMT n DTF D SERVICE
nd K AY LESALE and TARBRAC HOLDI
INTHEM F SECTI 243(HOF TH TCY AND INSOLVENCY
ACT, R.S.C, 1985, ¢. B-3, as amended, and §ECTIQN 101 OF THE
'RTS OF JUSTICE ACT. 1 mende

APPROVAL AND VESTING ORDER
(re Flour Business)

THIS MOTION, made by HEmst & Young, Inc., in its capacity as the Court-appointed
receiver (the "Receiver") of the undertaking, property and assets of 2110458 Ontario Limited

ofa Loretta Flour, 2131413 Ontario_Limited o/a Loretta Foods, 787755 Ontario Limited o/a New

Durham Trading! and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc. (collectively, the "DebtorDebtors") for an order approving the sale transaction (the

"Transaction") contemplated by an agreement of purchase and sale (the "Sale Agreement")



between the Receiver and H}JE Fininvest Ltd. (the "Purchaser”) dated HMarch 31, 2011 and
appended to the Third Report of the Receiver dated fMay 9, 2011 (the "Third Report"), and

vesting in the Purchaser the Debter’sDebtors’ right, title and interest in and to the assets

described in the Sale Agreement (the "Purchased Assets"), was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the Motion Record and the Third Report and on
hearing the submissions of counsel for the Receiver, Hand such other counsel as were present, no

one appearing for any other person on the service list, although properly served as appears from

the affidavitAffidavit of {JService of e, sworn JMay e, 2011, filed™:

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the

Motion Record is and is hereby abridged such that the motion is returnable today and that further
service thereof is hereby dispensed with. '

2, THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved,?
and the execution of the Sale Agreement by the Receiver® is hereby authorized and approved,
with such minor amendments as the Receiver may deem necessary. The Receiver is hereby
authorized and directed to take such additional steps and execute such additional documents as
may be necessary or desirable for the completion of the Transaction and for the conveyance of

the Purchased Assets to the Purchaser.

3. 2-THIS COURT ORDERS AND DECLARES that upon the delivery of a Receiver’s
certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
"Receiver's Certificate"), all of the Debter'sDebtors® right, title and interest in and to the




Purchased Assets described in the Sale Agreement fand listed on Schedule B hereto" shall vest
absolutely in the Purchaser, free and clear of and from any and all security interests (whether
contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed trusts (whether
contractual, statutory, or otherwise), liens, executions, levies, charges, or other financial or
monetary claims, whether or not they have attached or been perfected, registered or filed and
whether secured, unsecured or otherwise (collectively, the "Claims"®) including, without limiting
the generality of the foregoing: (i) any encumbrances or charges created by the Order of the

Honourable Justice HWilton-Siegel dated H:November 26, 2010; and (ii) all charges, security

interests or claims evidenced by registrations pursuant to the Personal Property Security Act

(Ontario) or any other personal property registry system;—and-{iti)-these-Claimslisted—en
Schedule-Cherete (all of which are collectively referred to as the "Encumbrances®;-which-term

Sehedule-D”) and, for greater certainty, this Court orders that all of the Encumbrances affecting
or relating to the Purchased Assets are hereby expunged and discharged as against the Purchased

Assets.




4, THIS COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds” from the sale of the Purchased Assets shall stand in the place and stead
of the Purchased Assets, and that from and after the delivery of the Receiver's Certificate all
Claims and Encumbrances shall attach to the net proceeds from the sale of the Purchased Assets
with the same priority as they had with respect to the Purchased Assets immediately prior to the
sale®, as if the Purchased Assets had not been sold and remained in the possession or control of

the person having that possession or control immediately prior to the sale.

5. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of
the Receiver's Certificate, forthwith after delivery thereof.

6. THIS COURT ORDERS that, pursuant to clause 7(3)(c} of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser all human resources and payroll information in the
Company's records pertaining to the Debter'sDebtors’ past and current employees;—ineluding
nersenal-information-of those-emploveeslisted on-Schedule " to-the-Sale—Agreemen emploved

in relation to the Flour Division of the Debtors. The Purchaser shall maintain and protect the

privacy of such information and shall be entitled to use the personal information provided to it in
a manner which is in all material respects identical to the prior use of such information by the
DebterDebtors.

7. THIS COURT ORDERS that, notwithstanding:
(a)  the pendency of these proceedings;
(b) any applications for a bankruptcy order now or hereafter issued pursuant to the

Bankruptcy and Insolvency Act (Canada) in respect of the DebterDebtors and any

bankruptcy order issued pursuant to any such applications; and




5

(c) any assignment in bankruptcy made in respect of the DebterDebtors;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the PebterDebtors and shall not be

void or voidable by creditors of the DebterDebtors, nor shall it constitute nor be deemed to be a
settlement, fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or
other reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or unfairly

prejudicial conduct pursuant to any applicable federal or provincial legislation.

8. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Buik Sales Act (Ontario).

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

its agents in carrying out the terms of this Order.

10. THIS COURT ORDERS that the activities of the Receiver, as described in the Third
Report, be and are hereby approved.

11. THIS COURT ORDERS that the unredacted version of the Sale Agreement, and the
Summary of Offers referred to in the Third Report, be and are hereby sealed from the public
record and shall not be opened until the filing with the Court of the Receiver’s Certificate.







I~

Schedule A — Form of Receiver’s Certificate

Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST )

IN THE MATTER OF THE RECEIVERSHIP OF 21104 A LIMITED o
LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a LORETTA FOODS, 787755

RIOQ LIMI D M TRADING, and o/a NDT FOOD SER
n AY LESALE and TARBRAC HOLDINGS 1

IN THE MATTER OF SECTION 243(1) OF THE BANKRQPT CYAND INSOLVENCY
ACT. R 1 B

- men ECTI 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, ¢c. €. 43, as amended

RECEIVER2S CERTIFICATE

RECITALS

A Pursuant to an Order of the Honourable fMr. Justice Wilton-Siegel of the Ontario
Superior Court of Justice (the "Court") dated ;- HNovember 26, 2010, Ernst & Young, Inc. was
appointed as the receiver (the "Receiver") of the undertaking, property and assets of fthe
“Debter2] 10458 Ontario Limited o/a Loretta Flour, 2131413 Ontario [imited o/a Loretta Foods
787755 Ontario Limited o/a New Durham Trading, and o/a NDT Food Service and o/a Skyway

Wholesale and Tarbrac Holdings Inc. (the “Debtors™).

B. Pursuant to an Order of the Court dated He, the Court approved the agreement of
purchase and sale made as of §March 31, 2011 (the "Sale Agreement") between the Receiver [}

and HJE Fininvest Ltd. (the "Purchaser") and provided for the vesting in the Purchaser of the



-2.

Debtor’sDebtors’ right, title and interest in and to the Purchased Assets, which vesting is to be
effective with respect to the Purchased Assets upon the delivery by the Receiver to the Pufchaser
of a certificate confirming (i) the payment by the Purchaser of the Purchase Price for the
Purchased Assets; (ii) that the conditions to Closing as set out in section § of the Sale Agreement
have been satisfied or waived by the Receiver and the Purchaser; and (iii) the Transaction has

been completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.
THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the

Purchased Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in section 8 of the Sale Agreement have been

satisfied or waived by the Receiver and the Purchaser; and
3. The Transaction has been completed to the satisfaction of the Receiver.

4. This Certificate was delivered by the Receiver at [TIME] on [DATE].

INAMEOFRECENVER]Ernst & Young Inec.,

in its capacity as Receiver of the undertaking,

property and assets of [PEBTOR]2110458
rio Limited o/a Loretta Flour, 213141
ntario Limited o/a Lor F

Ontario Limited o/a New Durham Trading,
and o/a NDT Food Service and o/a Skyway
Whelesale and Tarbrac Holdings Inc., and
not in its personal capacity
Per:

Name:

Title:



Schedule B — Purchased Assets












Documenthcom arlson b WorkshareProfesszonalonv Ma 9 2011 11 38 42 AM

PowerDocs-//TOR01/4613976/1

TORO01-#4613976-v1-Loretta_-
| _Approval_and_Vesting_Order_re_Flour

Description

Document 2 1D PowerDocs:/[TOR01/4613976/2

TORO01-#4613976-v2-Loretta_-
_Approval_and_Vesting_ Order re_ Flour

Rendering set standard

Description

Insertion

Peletion
Meoved-frem
Moved to
Style change

Format change

- Meved-deletion
Inserted cell
Deleted cell
Moved cell
Split/Merged cell
Padding cell

Insertions 83
Deletions 136
Moved from 0
Moved to 0
Style change 0
Format changed 0
Total changes 219




TAB 6



Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) DAY, THE
)
JUSTICE | ) DAY OF MAY, 2011

IN THE MATTER OF THE RECEIVERSHIP OF 2110458 ONTARIO LIMITED o/a
LORETTA FLOUR, 2131413 ONTARIO LIMITED o/a LORETTA FOODS, 787755
ONTARIO LIMITED o/a NEW DURHAM TRADING, and o/a NDT FOOD SERVICE
and o/a SKYWAY WHOLESALE and TARBRAC HOLDINGS INC,

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, c. B-3, as amended, and SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C. 43, as amended

VESTING ORDER
(re Spice Intellectual Property)

THIS MOTION, made by Emst & Young, Inc., in its capacity as the Court-appointed
receiver (the "Receiver") of the undertaking, property and assets of 2110458 Ontario Limited o/a
Loretta Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 .Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc. (collectively, the "Debtors") for an order vesting in Poppa Corn Corp. (the "Purchaser") the
Debtors’ right, title and interest in and to the assets (the "Purchased Assets") described in the
bill of sale (the "Sale Agreement") between the Receiver and thelPurchaser dated April 15, 2011
and appended to the Third Report of the Receiver dated May 9, 2011 (the "Third Réport"), was
heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the Motion Record and the Third Report and on
hearing the submissions of counsel for the Receiver, and such other counsel as were present, no
one appearing for any other person on the service list, although properly served as appears from

the Affidavit of Service of ®, sworn May e, 2011, filed:



-2.

I THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record is and is hereby abridged such that the motion is returnable today and that further

service thereof is hereby dispensed with.

2. THIS COURT ORDERS AND DECLARES that all of the Debtors’ right, title and
interest in and to the Purchased Assets described in the Sale Agreement and listed on Schedule A
hereto be and is hereby vested absolutely in the Purchaser, free and clear of and from any and all
security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts or
deemed trusts (whether contractual, statutory, or otherwise), liens, executions, levies, charges, or
other financial or monetary claims, whether or not they have attached or been perfected,
registered or filed and whether secured, unsecured or otherwise (collectively, the "Claims")
including, without limiting the generality of the foregoing: (i) any encumbrances or charges
created by the Order of the Honourable Justice Wilton-Siegel dated November 26, 2010; and (ii)
all charges, security interests or claims evidenced by registrations pursuant to the Personal
Property Security Act (Ontario) or any other personal property registry system (all of which are
collectively referred to as the "Encumbrances™) and, for greater certainty, this Court orders that
all of the Encumbrances affecting or relating to the Purchased Assets are hereby expunged and

discharged as against the Purchased Assets.

3. THIS COURT ORDERS that for the purposes of determining the nature and priority of
Claims, the net proceeds from the sale of the Purchased Assets shall stand in the place and stead
of the Purchased Assets, and that from and after the making of this Order all Claims and
Encumbrances shall attach to the net proceeds from the sale of the Purchased Assets with the
same priority as they had with respect to the Purchased Assets immediately prior to the sale, as if
the Purchased Assets had not been sold and remained in the possession or control of the person

having that possession or control immediately prior to the sale.
4, THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;
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(b) any applications for a bankruptcy order now or hereafter issued pursuant to the

Bankruptcy and Insolvency Act (Canada) in respect of the Debtors and any .

|
bankruptcy order issued pursuant to any such applications; and

{(c) any assignment in bankruptcy made in respect of the Debtors;

the vesting of the Purchased Assets in the Purchaser pufsuarit to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the Debtors and shall not be void or
voidable by creditors of the Debtors, nor shall it constitute nor be deemed to be a settlement,
fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or other
reviewable transaction under the Bawnkruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or unfairly

prejudicial conduct pursuant to any applicable federal or provincial legislation.

5. THIS COURT ORDERS AND DECLARES that the transaction effected by the Sale
Agreement is exempt from the application of the Bulk Sales Act (Ontario).

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

Receiver and its agents in carrying out the terms of this Order.




Trade-mgrk
LORETTA Design
SPORTS NUTS
LORETTA

PALM SPICES
LORETTA
DONNA

IST PRIZE & Design
- JIMMY POP CORN
AMIGOS & Design
AMIGOS

DONNA

ORIGINAL TREASURES

L.abels

Loretta Plus
Bacon Labels
Panko Labels
Fish Fry Labels
Flax Labels
Motts 75g Label
Motts 200g Label
8.4 oz Labels
Extract Labels
6.5 oz Labels

32 oz Labels

Jug Labels
Loretta Bulk Labels

Schedule A — Purchased Assets

Appl’n No.
1,494,609

0,747,638
0,771,091
0,760,546
1,246,936
0,767,462
0,68,817

1,184,301
1,140,487
1,128,220
0,397,099

0,801,587

Reg. No.

TMA444,031
TMA455,484
TMAA447,427
TMA709,143
TMA446,295
TMAA408,003
TMA622,533

TMAS589,918

TMAS86,972

TMA223,134

TMA475,657



Labels cont’d

Loretta 160z Labels
Loretta Grinder Labels
Longos Large Grinder Labels
Longos 160z Labels
Longos Labels
Geronimo 32 oz Labels
Geronimo Jug Labels
International 32 oz Label
International Jugs Label
Fiormart 32 oz Labels
Fiormart Jug Labels
Clear thermal label 4x1

3 x 4 White Label

2 x 4 White Label

Safety Seals

Small Printing ribbon
Large Printing Ribbon
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Court File No. CV-10-8991-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST )

THE HONOURABLE ) DAY, THE
)
JUSTICE ) DAY OF MAY, 202011
B-ET-W-EEN:
Plaintif
~—and—
Defendant
APPROVAL-ANDVESTING-ORDER
INTH ATT RSHIP OF 21104 TARIO 1.IMI1
LORETTA FLOUR, 2131413 ONTARIO LIMITED LORETTA FOODS, 78775
TARIO LIMITED EW DURHAM TRADI n DT FOOD SERVI
n LE and TARBRAC HOL.DI | |

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY

ACT, R.S.C, 1985, ¢, B-3, as amended, and SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0, 1990, ¢. C. 43, as amended

ESTI RDER
(re Spice Intellectual Property)

THIS MOTION, made by HEmst & Young, Inc., in its capacity as the Court-appointed
receiver (the "Receiver") of the undertaking, property and assets of §+2110458 Ontario Limited
ofa Loretta Flour, 2131413 Ontario Limited o/a Loretta Foods, 787755 Ontario Limited o/a New
Durham Trading, and o/a NDT Food Service and o/a Skyway Wholesale and Tarbrac Holdings
Inc, (collectively, the "DebterDebtors") for an order approving—the—sale—transaction—{the




be%ween—the—Réeeiver—aﬁd—H—&heim in Poppa Corn Corp. (the "Purchaser") the Debtors’
right, title and interest in and to the assets (the "Purchased Assets") described in the bill of sale
(the "Sale Agreement") between the Receiver and the Purchaser™ dated HApril 15, 2011 and
appended to the Third Report of the Receiver dated H——&he—Repeﬂ%—and—ves%mg—m—the

Agfeemeﬁt—&hei?&%h&sed%ssetsl\/lav 9, 2011 (the "Third Report"), was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the Motion Record and the Third Report and on
hearing the submissions of counsel for the Receiver, Hand such other counsel as were present, no
one appearing for any other person on the service list, although properly served as appears from
the affidavitAffidavit of HService of ®, sworn fMay e, 2011, filed*:

I. THIS COURT ORDERS ANB—DEGB%RES—Eh&t—ﬂ&e%m&s&eHmm—hefebﬁLappfe%d—

the Purchased-Assets—to-the Purchaserthat the time for service of the Notice of Motion and the

Motion Record is and is hereby abridged such that the motion is returnable today and that further
service thereof is hereby dispensed with.

2. THIS COURT ORDERS AND DECLARES that-upen-the-delivery—ef-a-Reeeiver’s




“Receiver's-Certificate);-all-of the Debtor's_all of the Debtors’ right, title and interest in and to
the Purchased Assets described in the Sale Agreement fand listed on Schedule BA hereto}*-shall

vest_be and is hereby vested absolutely in the Purchaser, free and clear of and from any and all
security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts or
deemed trusts (whether contractual, statutory, or otherwise), liens, executions, levies, charges, or
other financial or monetary claims, whether or not they have attached or been perfected,
registered or filed and whether secured, unsecured or otherwise (collectively, the "Claims"®)
including, without limiting the generality of the foregoing: (i) any encumbrances or charges

created by the Order of the Honourable Justice {{Wilton-Siegel dated ;November 26, 2010; and

(i1) all charges, security interests or claims evidenced by registrations pursuant to the Personal
Property Security Act (Ontario) or any other personal property registry systems—and-Giithese
Claims—listed—en—Schedule—C—herete (all of which are collectively referred to as the

"Encumbrances’;—which—term—shall net-include-the-permitted-encumbrances,—easementsa
 restrictive-covenanislisted-on-Schedule-B”) and, for greater certainty, this Court orders that all

of the Encumbrances affecting or relating to the Purchased Assets are hereby expunged and

discharged as against the Purchased Assets.




3.  4-THIS COURT ORDERS that for the purposes of determining the nature and priority
of Claims, the net proceeds’ from the sale of the Purchased Assets shall stand in the place and
stead of the Purchased Assets, and that from and afier the delivery—of—the—Receiver's
Certifieatemaking of this Order all Claims and Encumbrances shall attach to the net proceeds
from the sale of the Purchased Assets with the same priority as they had with respect to the
Purchased Assets immediately prior to the sale®, as if the Purchased Assets had not been sold and

remained in the possession or control of the person having that possession or control

immediately prior to the sale.

4. 7~=THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;




(b)  any applications for a bankruptcy order now or hereafter issued pursuant to the

Bankruptcy and Insolvency Act (Canada) in respect of the PebtorDebtors and any

bankruptcy order issued pursuant to any such applications; and

(c) any assignment in bankruptcy made in respect of the PebtesDebtors;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptcy that may be appointed in respect of the PebterDebtors and shall not be
void or voidable by creditors of the DebterDebtors, nor shall it constitute nor be deemed to be a

settlement, fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or
other reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or unfairly

prejudicial conduct pursuant io any applicable federal or provincial legislation.

5. 8-THIS COURT ORDERS AND DECLARES that the Transactiontransaction effected

by the Sale Agreement is exempt from the application of the Bulk Sales Act (Ontario).

6. 9-THIS COURT HEREBY REQUESTS the aid and recognition of any cburt, tribunal,
governmental, regulatory or administrative body having jurisdiction in Canada or in the United
States to give effect to this Order and to assist the Receiver and its agents in carrying out the
terms of this Order. All courts, tribunals, regulatory and administrative bodies are hereby
respectfully requested to make such orders and to provide such assistance to the Receiver, as an
officer of this Court, as may be necessary or desirable to give effect to this Order or to assist the

Receiver and its agents in carrying out the terms of this Order.
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Schedule A — Form-of-Reeeiveris-CertifieatePurchased Assets

Trade-mark Appl’n No, Reg. No.
LORETTA Design 1,494,609

SPORTS NUTS 0,747,638 TMA444,031
LORETTA 0,771,091 TMA455.484
PAILM SPICES 0,760,546 | TMA447,427
LORETTA 1,246,936 TMA709,143
DONNA 0,767.462 TMA446,295
1ST PRIZE & Design 0,68,817 TMA408.003
JIMMY POP CORN 1,184,301 TMA622,533
AMIGOS & Design 1,140,487 TMAS89,918
AMIGOS 1,128,220 TMAS586,972
DONNA 0,397,099 TMA223.134
ORIGINAL TREASURES 0,801,587 TMAA475,657
Labels

Loretta Plus

Bacon Labels

Panko Labels

Fish Fry Labels

Flax Labels

Motts 75¢ Label

Motts 200g Label
8.4 oz Labels

Extract Labels
6.5 oz Labels
32 oz Labels

Jug Labels
Loretia Bulk Labels



Label nt’

Loretta 160z Labels
Loreita Grinder Labels

Longos Large Grinder Labels
Longos 160z Labels

Longos Labels

Geronimo 32 oz Labels

Geronimo Jug Labels
International 32 oz Label

International Jugs Label
Fiormart 32 oz Labels

Fiormart Jug Labels
Clear thermal label 4x1
3 x 4 White Label

2 x 4 White Label

Safety Seals
Small Printing ribbon
Large Printing Ribbon
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