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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

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 (“CJIA™) 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”) ofa
New Durham Trading and o/a 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, EYI 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 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:

6] 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

(iiy  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 Persoral
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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Feod 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:

(a)

(b)

(©

(d)

©

H

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 Court 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 payabie 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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(g) 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 Recciver and JE
Fininvest Lid. (“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 a 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”.

9. Subsequent to the completion of the sale, the Receiver and Rosedale dealt with certain

transitional issues that were not specifically addressed in the asset purchase agreement

(the “Rosedale APA™). These issues include:

(a)

(®)

(c)

Although Rosedale and the Receiver made efforts to communicate with Food
Services custemers 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
agsistance 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 aﬁempting to determine whether any of the Food Services
assets were, in fact, property described in their lease agreements. To aveid
business disruption and to limit its liability, Rosedale has requested that any such
access occur only outside 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

Identifying and Contacting Potential Purchasers

10.

11.

12,

13.

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 te 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 bloec 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;
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(c)
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allowed 25 of the parties whe received a copy of the Information Memorandum
and who signed a confidentiality agreement satisfactory to the Receiver to acceés
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 mentioned 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.

Offers 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.

Afier 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 cenditions included with their Offers;

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

Receiver’s preferred transaction structure; and

) 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 purchasers 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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(a)

®
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the consideration under the JEF APA represents the highest price offered

following a marketing process in which:

@ 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

(i)  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:

(a)

(b)

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

(ii)  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.

29.

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 liquidation of the Spice Business,

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

(@)

(®)

(©

arranged for the employees of the Spice Business fo 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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H
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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 expify
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 who are not

required for the 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 only to the date it vacated the

premises. The Receiver vacated the Sismet Premises on April 15 as agreed.
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32.

33.

34.
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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

Recelver notified the offeror that it rejected the March 31 IP Offer.

Following the Receiver’s rejection of the March 31 [P Offer, two other parties who were
previously contacted by the Receiver expressed continued interest in the Spice
Intellectual 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 deadling,

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 clese its purchase of the Spice
Intellectual Property in advance of the Receiver bringing the Spice Intellectual Property
Motion so that Poppa Corn could begin preducing and selling product 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 Corn.

The Receiver accepted the Poppa Corn Offer on April 14, 2011 and the sale of the Spice
Intellectual Property to Poppa Corn 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 assefs 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 Com. Upon further consideration of the issue, the Receiver and Poppa Com
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 fransaction 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.
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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 inveice 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. In addition, the documentation
requirements for an invoice to be factored are substantial, and include, among other

documents:



41.

-16 -
(a) a copy of the customer’s purchase order(s) for the goods comprising the invoice;

(b)  a copy of the packing slip(s), including the signature of a representative of the '
custonter 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 invoice 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 fotal 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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(a) by courier to the address noted on the invoice, notice and other factoring

documentation;

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

and

(c) where one or more e¢-mail addresses were indicated on the factoring
documentation or were ctherwise 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) 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;

(b) 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 (i) 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 (jii) 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

(e) for the remaining ten customers, with factored invoices in the aggregate amount
of approximately 1.8, $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 lJersey corporation), filed
voluntary petitions for bankruptcy under Chapter 7 of Title 11 of the United States
Bankruptcy Code (“Chapter 77) 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 reliefl 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
1U.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.8.
$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 millien 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 categories 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
Recelver 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/bankruptey_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 NDDHL, such as sales of flour to third parties, may have invelved
the Debters. 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 frbm
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 sumnmary 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
counterparties (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

21

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 fo collectively, as
the “Equipment Leases™) is 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 infonnatidn, 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 to 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 attend the Davand Premises with
representatives of those Equipment Lessors to allow them to attempt to locate or identify
the equipment subject to their respective 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 fo 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, BL.G 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). 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:

(a)
(b

(c)

(d

approving the JEF APA;

vesting all of the Debtors’ 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 ot 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 Lorefta Foods,
787755 Ontario Limited o/a New Durham Trading and

ofa NDT Food Service and o/a 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

I'd
THE HONOURABLE _M. ) FRIDAY, THE 26™ 'f%‘
C )
wsTicE AT bywron-Jrewot . DAY OF NOVEMBER, 2010
ONTARIO

SUPERIOR COURT OF JUSTICE
_ {Commercial List)
BETWEEN:
o BANK OF MONTREAL

Applicant
and

2110458 ONTARIO LIMITED O/A LORETTA FLOUR,
2131413 ONTARIOQ LIMITED O/A LORETTA FQODS,
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 insolvency 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. C.43, as amended (the “CJA”) appointing Ernst &
Young Inc. (‘E&Y”) as receiver and receiver and managér {in such capacities, the “Receiver”)
without security, of all of the assets, undertakings and properties of 2110458 Ontario Limited o/a
Loretta Flour (2117, 2131413 Ontario Limited o/a Loretta Foods (“213°), 787755 Ontario
Limited ofa 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 University Avenue, Toronto, Ontaric.

QN 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,~eeunsel-for—Signature—Bank—both. ﬁlﬁ‘f
Ssecured-srediters-pi-the-Deblersy counse! for the Interim 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 Kostopoui‘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 todéy and

hereby dispenses with further service thereof.

TITLE OF PROCEEDINGS

2. THIS COURT ORDERS that the title of the within prof:eedings 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, 787765 ONTARIO
LIMITED O/A NEW DURHAM TRADING, AND C/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)

(c)

(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 Prbperty;

fo receive, preserve, and protect of the Property, or any part or parts thereof,
including, but not limited 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 be necessary or desirable;

to manage, operate, and carry on the business of the Debtors, inciuding 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 consultants, appraisers, agenis, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on whatever
basis, including on a temporary‘basis, to 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, su'pplies, premises
or other assets to continue the business of the Debtors or any part or parts

thereof,
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to receive and collect all monies and accounts how owed or hereafter owing to
the Debtors and to exercise all remedies of the Debtors in collecting such

monies, including, without limitation, {o enforce any security held by the Debfors;
to seftle, extend or compromise any indebtedness owing to the Debtors;

to execute, assign, issue and endorse documents of whatever nature in respect
of any of the Property, 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 all proceedings how pending or hereafter instituted with respect to
the Debtors, the Property or the Regeiver, 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 scliciting 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 sall, convey, transfer, lease or assign the Propenty or aty part or parts 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 Ontaric Personal
Property Security Act shall not be required, and in each case the Ontario Bufi

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 fo a purchasei' or purchasers thereof, free and clear

of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with sudh 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 cohfidentiaii’cy

as the Receiver deems advisable;

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

against fitle to any of the Property;

to apply for any pemits, licences, approvals 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 Debiors;



(s)
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to enter into agreements with any trustee in bankruptcy appointed in respect of
the Debtors, including, without limiting the generality of the foregoing, the ability
o enter into occupation agreements for any property owned or leased by the

Debtors;

to exercise any shareholder, 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, Temy Mak, Michael Falcone or any other current or

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

to undertake any investigations deemed necessary by the Receiver with respect
to the Jocation andfor disposition of assets reasonably believed to be, or to have
been, property of the Debtors, including, without limitation, investigating the
transactions entered into between cne 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 statutory 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, (i) all of their current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and ali other persons
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acting on their instructions or behalf, and (iif) all other individuais, firms, corporations,
governmental bodies or égencies, or other entities having notice of this Order (all of ther
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 contrel, shall grant
immediate and continued access io the Property to the Receiver, and shall deliver all Vsuch

Property to the Receiver upon the Receiver's request.

G. THIS COURT ORDERS that NDHL, its current and former directors, officers, employees
and independent contractors shall provide such access io 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 ORDERS that all Persons, including, without limitation, the current and
former officers, directors aﬁd 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 cbligation 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 or control, and 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 faciliﬁ.es relating thereto, provided however that
nothing in this paragraph 5 or in paragraph 6 of this Order shall require the defivery 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.

B. THIS CCURT ORDERS that if any Records aré stored or ctherwise contained on a
computer or other electronic system of information storage, whether by independeni service
provider or otherwise, all Persons in possession or control of such Recerds shall forthwith give
unfsttered 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 Receiver 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 all keys, information codes, paséWords, 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 accessible to, the Debtors
which may contain any of the Recerds, including, but not 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 Propér‘ty, the

Dehtors, 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 more of the Debtors;

()] any financial institution which holds or has held accounts for one ar 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 Receiver 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 CRDERS that no Proceeding against or in respect of the Debtbrs or the
Prdper’ty shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all 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 remedies 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 conltract” 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 the Debtars are not lawfully entitled to carry on, (i} exempt the Receiver or the
Debtors from compliance with statutory or regulatory provisions relating to health, safety or the
environment, (i) 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

15. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiéte, 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 or written agreements with the
Debtors or statutory or regulatory mandates_ for the supply of goods and/or éervices, including
without limitation, all computer softWare, communication and other data services, centralized
barking services, payroll services, insurance, transportation services, utility or other services to
the Deblors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled 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 are paid by the Receiver ih accordance with normat 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 othier 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 to
be opened by the Receiver (the “Post Receivership Accounté") and the mohies 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 Receiver to be paid in accordance with the tems 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 Recsiver, on the Debtors' behalf, may terminate the
employment of such employees. The Receivef shall nof 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 Perscnal

Information Protection and Electronic Documents 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 1o whom such persoha[ information is-disclosed shall 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 retumn all such information te the Receiver, or in the allernative
destroy all such information. The purchaser of any Property shall be entitled to continue to use
the personal information provided to it, and related to 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 andfor
collectively, “Possession”) of any of the Property that hight be environmentaily 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, provinciall 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 Octupational Health and Safety Act and regulations
thereunder (the “Environmental Legislation”), provided however that nothing herein shall
exempt the Receiver fr0m any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver 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 Legisiation, 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 result
of its appointment or the carrying out the prdvisions of this Order, save and except for any gross
negligence or wilfiul misconduct on its part, or in respect of its obligations under sections 81.4(5)
or 81.8(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in this Order
shall derogate from the ptotections 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 to and are hereby granted a
charge (the “Receiver's Charge”) on the Property, as security for such fees and disbursements,
both before and after 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, stalutory or otherwise, in favour of any Person, but

subject to sections 14.06(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 or periods of time as
it may arrange, for the purpose of funding the exercise of tﬁe powers and dufies conferred updn
the Receiver by this Order, including interim expenditures. The whole of the Property shall be
and s 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 fo 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 GOURT ORDERS that the Receiver is at liberty and authorized to issue certificates
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 to 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 thereof shall rank on a parf passu basis, unless otherwise

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

SALE PROCESS FOR THE “FOOD SERVICE AND CATERING DIVISION”

28,  THIS COURT ORDERS that the sale process déveloped by E&Y, in its .capacity as the
Interim Receiver, 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 fime 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 bankrupfcy of the Debtors.

32.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body ha\)ing 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 ouf 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 court, 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 respect of the
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within proceedings for the purpose of having these proceedings recognized in a jurisdiction

outside Canhada.

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 SuchA 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

Hor A

order,

ENTERED AT / INSCRIT A TORONTO
ON / BOOK NO:
LE / DANS LE REGISTHE NQ.:

NOV 26 2010

PER / PAR: ‘%



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 COntario Limited o/a Loretta Flour ("2117), 2131413
Ontario Limited o/a Loretta Foods (“213"), 787755 Ontario Limited ofa New Durham Trading and
NDT Food Service (“7877) and Tarbrac Holdings Inc. (“Tarbrac”, and, together 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 __-Ct.- , 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 certificate is payable on demand by the Lender with
interest thereon calculated and c.ompo'unded [daily][monthly 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 ceriificates 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 péyabie 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.

6. 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 INCG., solely 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 (CIMj),
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 to 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.

Circulaie 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 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.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 receiver and
receiver and manager (in such capacities, the "Receiver") without security, of all of the assets,
undertakings and properties of 2110458 Omntario 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. {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
I. THIS COURT ORDERS that the time for service of the Notice of Motion and the

Motion Rc;cord 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 EYT, in its capacity as interim receiver of
the Debtors, as described in the First Report of the Interim Receiver dated 25 November

2010, be and are hereby approved

APPROVYAL 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.

10
ENTERED AT / INGCRIT A TORON s Q
T o OOK& REQISTRE NO- ‘ L
AN AT 70
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January 3 to January 18, 2011

January 19 to February 23, 2011

March 4, 2011

March 5 to April 1,2011

SCHEDULE A

TIMELINE FOR MARKETING AND SALE OF
FLOUR AND SPICE DIVISIONS

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 prospeciive 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 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

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.




2.

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 the
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 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 .
Rosedale Food Company Inc. (the Purchaser's assignee), 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 otherwisé), 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 "Claimé")
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; (i)
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 control of

the person having that possession or control 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 rcéources 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 Debiors,
7. THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;
(b)  any applications for a bankrupticy order now or hereafter issued pursuant to the

Bankrupicy 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 settlement,
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fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or other
reviewable transaction under the Bawkruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it comstitute 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 Apgreement, 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. '

A T

ENTERED AT / INSCRIT A TORONTO
ON / BOOK NO:
LE / DANS LE REGISTRE NO.:
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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 FILLOUR, 2131413 ONTARIO LIMITED o/a
LORETTA FOODS, 787755 ONTARIO LIMITED o/a NEW DURHAM
TRADING, and o/a NDT FOOD SERVICE and o/fa 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, 78775 5 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:

L. 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 nndertaking, 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

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 '
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Appendix A - Fixed Assets Owned

Cash and Carry
Rock’s Beams 19’ 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

Warehouse L W

1 x Finished goods fridge #1 58" x2¢¢

1 x Cool down fridge #2 _ 7" x18

1 x Cold cut fridge #3 : 12’ x 10°

1 x Production fridge #4 18 x 24

1 x Freezer #1 22°x 19
. 1 x Freezer #2 200 x 207

Raymond Reach forklift

80 x orange beams
44 x blue beams:
80 x blue posts

Production

16 x Steel tables g
1 x Wood top table 12?
2 x Wood top table g
5 x Wood top table 5’
Hurricane Wrapping Machine

10 ft Conveyor

Kitchen
8 x Stainless steel tables g
1 x Stainless steel tables plus hood g
5 x Stainless steel tables 5
3 x Wooden table top 1
2 x Wooden table top 5
1 x Wooden table top 4’
1 x Hobart Food Processor
2 x Sunfire double oven
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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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.8.C. 1985, ¢, 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-Siegel of the Ontario Superior
Court of Justice (the "Court") dated November 26, 2010, Emst & Young Inc., was appointed as
the receiver (the "Receiver") of the undertaking, property and assets Qf 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.

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
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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, 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

Holding;%n t iflig personal capacity
Per: 4 ’

Mike Dean, CA e CIRP \
Senior Vice President

HODMAPCDOCS\TORO1MS72952:2

Fa A
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Classifieds

EmpLOYMENT

r [ ¥
MICHAEL HOLM & ASSOCIATES
“Recruiting for the Baking Industry Since 19797
Companies froni the Ingredient, Equipment, Wholesale, Retail and In-Store segments of the Baking
Industry use Michael Holm & Associates to focate the best available talent. We constantly need

qualified candidates in the following areas; :
PRODUCTION SALES/MARKETING MAINTENANCE
SANITATION R&DAQA DISTRIBUTION EXECUTIVE
All fees and relocation company paid. * Phone (630) 663-1195  Fax (630) 663-1198
E-mail:recruit@holmandassociates.com » www.holmandassociates.com
MICHAEL HOLM & ASSOCIATES 2050 W, 75" Street Woodridge, Ilinois 60517

career opportunities

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

AV ABGRl-associates®

ENGINEERING

A AMERICA'S RECRUIT| TANTS since 1868
Atlanta  800-562-1590 Denver 800-354-3039 Minneapolis 651-731-3211
California 866-009-6789 Florida 941-412-8210 Omaha  800-282-4075
Dallas BOO-561-7668 Kansas City B800-550-7980 Pittsburgh  B66-318-0800
Davenport 800-728-0363 Memphis 800-792-2474 Seatle  509-285-5657

International offices in The Netherlands + Germany » israg «Poland » Hungary « India = Singapore

Finance

Visit us at www.agriassociates.com

HARP /
ERARCH.\

Executlve Search & Placement /\
N
the baking industry expert

With 25 years of industry experience we know
how to find the right peaple for your operation
no matter what area Executive, Sales/ Marketing,
Technica| Service, Operations, Production, QA,
R&D, Sanitation. Let us help you find your key
people while you concentrate on your business.

" Emaf us at paul@sharpsearch.us
or call 630-517-4822

Classified Advertising
I Gets Results FAST!!!

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

On November 26, 2010, Ernst & Young Inc. (“"EY{") was
appointed as receiver and receiver and manager (the
"Receiver") of 2110458 Ontario Limited ("Loretta Flour™),
2131413 Ontario Limited ("Loretta Foods™), 787755 Ontario
Limited and Tarbrac Holdings 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 operating companies:
Loretta Flour located in Whitby, Ontario and Loretta

Foods located in Mississauga, Ontario, Loretta Flour is a
manufacturer of flour and distributor of sugar, and Loretta
Foods is a manufacturer of spices and distribuior 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 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
t oretta Flour and Loretta Foods:

1) Machinery and Equipment

2} Raw Material and Finished Inventory
3) Accounts Receivable

4y Intellectual Property

5) Leasehoid interests in existing facilities

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 amount of the offer price
as a deposit which wiil 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 ferm part thereof and may be obtained from EYI.

A more detailed description of the assets, appointments

for viewing or further information may be obtained by
contacting Mr. 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., Toronto, Ontario, M5K 1J7
Canada

@ 20611 Ernsk 2 Young Inc. Al rights resarugs.

bakingbusiness.com / world-grain.com

Milling & Baking News W 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 3
per cent. If that seems a bit duil, consider some

exatic options to potentially boast your fortunes:

‘STEVE BREARTO/SPECIAL T0 THE GLOBE AND MAIL

15%

Targeted annual retur for IGA
Awtomobile Fund, which plans
to buy and sell the world's
“mest iconic colleclors’ cars™

15-20%

One-time targeted payment from
CATCoe Investment Managemeni
“catastrophe bond," tied to
opeurrence of a specific disaster,
such as a hurricane.

Up to 50%

1 exchange for providing
startup capital” for Dominican
baseball schoals, potential

1o e2rn half of a zockie’s
signing bonus.

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 ROME

Mick Davis. bass of global mining
giant Xstrata, used Lhe notion of a
commaditi ssuper:yclf G justify
the fat premium pail for Cana-
dian nickel miner Falconbridge in
2006. Iwo years laler, when com
modiries crashed, his "stronger-
for-longer” theary looked bugus.

Notany more, Commodities are
back with a bang and the cenven
tional wisdom s 1haf the super-
cycle is intact, as grawth in
emerging seonomies powers (or-
ward, Now torents of cash are
flowing into the commodities in-
dustry. And where there is ample
maongy and rising valuations,
there are deals.

ne in pasticular stands out ~
the widefy expected initial public
offering of Glencore nternation-
al. the world's biggest commodi-
ties trader and Xstrata's
34.5-per-cent owner, Glencore has
all the machinesyin place fora
spring IPQ, though the company,
led by the publicity shy Ivan Gla-
senberg, will net conlirm it is
ready 16 hit the IPO button.

Sources close to Glencore’s um-
derwrlters - Cltigroup, Morgan
Stanley and Credit Suisse - say
May Is a good bet far the stock
market listing. It will likely have
g primary listing in London,
with a secondary listing in Jong
Kong. Glencore may raise as
much as &10-billion (US.), ac-
cording Lo various reports.

"The Clencore IO is wuled by
analysts and traders as the biggest
commaodities event of the year for
more reasans than ose. Uisex-
pected fo trigger another round of
minlng consnlidation, possibly
starting swith Ihe merger of Glen-
core and Xstrata, as well as en-
courage IPOs among giher
commodities iraders, That would
open up awhole new investiment
class (o commedity-craving inyes-
1015,

The fear, of course, s that fast-
rising valuesin the mining and

Glencore goes publs, it may raise $10-billion (U.S.). socwsexs Hews

melals sector will trigger a correc-
tlon, or China’s high-llylag econo-
my will hita walland punciure
demand. For companies such as
Glencore alming to go public,
these are reasens bo move quickly
on the deal front,

A senior executive at one of the
world's top commodities traders.
said Glencore’s access to the pub-
lic equiry markes will give il dis-
tinct advantages over ity rivals.
They range from the ability to use

listed shares as an acquisition cur -

sency o allewing departing part-
ners to sell their equiry withour
depleting working capital or sell-
ing a5s£15. “You ¢an only grow so
much with private equity,” he
said,

About a year ago, when itbe-
rame apparent that commodities
were on the rebound, Glencore
tock the first step towards an [PO
by selling a $2.2-billion (U.3.) con-
verlible bond to a group of high-
prafile investors, Ineluding Klack-
Rock and GIC, the Singaparean
sovereign wealth fund. The bond

ve Glencore an implied valug of
$35-billion. Glencore’s value is
much higher now as commodity
prices surge.

Some potentiyl investors wory
that Clencore will struggle as a
publicly listed company. if only
because lts cherished secrecy will
be compromised and because
skilled pastners may take the
money and run. Executives close
to Clengore, however, say thal no
partnexs intend o leave when the
sharesstart trading.

“The Glencore 11C could trigger a
flurry of deal making later this

war.

1t's an open secret that Glencore
wants to merge with Xstrata. That
coulld give Glencore a back-door
Hstlng - Xstrata trades in Landon
- without having to go through an
TPO. But thist appesrs unltkely.
Sources say Mr. Davis wants the
macket to value Glencore before
he considess such a deal. Lon-
don’s Liberum Capital says Glen-

core and Xstrata together would
be a formidable trading and min-
ing player that could “deliver the
seale to undertake very large cap-
ital projects or transfermational
MEA." ircluding the potential
rakeover of Anglo American, a
company long coveled by Xsirata.
Mher fraders could fellow Glen-
core’s PO lead, Gne big trader s
maoyred tobe open [0 an PO ora
mezger (s Louis Dreyfus. an agri-
culiure praducts {coffee, corton,
sugar}and natural gas trader con-
trelled by the French family of the
same name. in the autunin, Qlam
International, an agriculture trad-
er listed in Singapoye, said it was
holding prelimivary talks with
Dreyfus about a possible gombi-
nation of the two companies,
Anothes trader thaught to be
considering a pablic listing. if
only for its industrial division, Is
Teafigura Group, the woild's
third-largest independent oil
trader and second-laigest trader
of non-ferrous metal concen-
trates. §till another private trader
thal mayeven(ually be tempied
to go pi {]1: is Vital Group of the
Netherlands, ane of the world's
biggest energy lraders and stor-
age terminal owner, One of fls
main compelilors, Cunvor Inler-
natlonal, which handles about a
third of Russia's oil experts, isal-

public,

Cargill of the Ualted States,
which just spun off Mosaic, its fer-
tlizer division, could bean IPQ
zandidate too, resouIce company
£xeculives say,

Investors keeu on the emerging
commaxdity trading spage can
lake heart fiom the performance
of Noble Group, the Singapore
commodities-trading giant. No-
ble's 1PQ came in 1997, Since then,
ithas returned 3,100 per cenl to
shareholders, alter laking share
spllts, dividends and Lonts
shazes into account. The com-
modities supercyde, if it persists,
will only make these investmants
miore attractive,

On November 26, 2010, Ernst & Young Inc.
as recejver and receiver and manager ithe "Receiver) of

2110438 Onlaria Limited {"Lovetta Flour"}, 2133413 Ontarlo
Limited {"Loretta Foods™), TET 755 Ontario Limnited ana Tarbrac
Holdings Inc., {ollactivity, the “Loretta Group”). pursuant to section
243 of the Bankruptcy & Insclvency Act and seciion 101 of the
Courts of Jushice Acl.

1") was appaointed

The Loretta Growp hos bwo renining operating cempanies; Loretta Flour
Iocated in Whitby, Ontario and Loretta Foods located inMississaugs,
Onlario. Loretta Flour is a marwfacturer of figur and distritutor of sugar,
and Leretta Foods is @ manutacturer of spices and distributor of cake
mixes, {0 the food retail and wholesale marketsin Canada. Products are
sold under the namies “Loretta”, “Donna” and "County Fair”, 3s well 4
through private labefs.

The Receiver is elfering for sale, on an "as is, where is" basis, the
Receiver's right title and interest in 1he lollowing assels of Laratta Flaur
and Loretta Foods:

1) Machinery and Equipment

2) RawMaterlal and Finished inventory

3} Accounts Receivable

4)  Inledectual Property

5) Leasehold interests in existing facilities

Sealed tenders will be received by the undersigned until £2 o'ciock
noon {Torante Time) on Friday, 4 March 2011, The highest ur any
offer will nct necessarily be acceptad.

Tenders raust be accompanied by a certifled cheque payable to

Emst & Young Inc. for 15% of the amaunt of the oiler prica as a deposit
which will e refunded if I1he offer is nat accepted and forieited (o Lhe
undersigned on account of Iquidated damages if the offer s accepled
and the sale s not completad by the ofierer. The bolance of the offer
price wili be payatie oy cestiffied cheque or Ranker's araft an closing,
Tenders may be made far ingividual parcels or en b, bul en bloc offers
must stipulate a separate price for cach parcel.

All tenders shall be subject o the Terms and Canditions of Sale,

which shall form part thereof and may be ebbained irom EYI.

A more detailed of the assets, i for

viewing or furlher infermation may be obtained by conlacling

M. Paul Hamam at (416) 943-3149 or paul L hamam@da ey.oom.
Ernst & Young Inc.. acting solely

as Receiver of the Loretta Group

and not In its personil of corporate capacity.

222 Bay St., Taronte, Ontarlo, MSK 1J7

Canada

Sl ErnsT 8 YOUNG
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BUSINESS CLASSIFIED

TOPLACE AN AD CALL: [-866-999-9AD5 (9237))) EMAIL: ADVERTISING@GLOBEANDMAL,COM

BUSINESS GPPCRTUNITIES BUSINESS OPPORTUNITIES
s Autemated Lanadian any
turnkey Media Huge growih.  with 3 new palent pending remmqv 3

W
403-450-5002 or mndwimd@gm:l cam

accepting 2 limited alflance of asseaafes

NOTICE TO CREDITORS

In tha Estale of Xehh Henlyre
Ferquson, late of the Gty of London,
Frovnce of Onlario.

Lreditors and uﬁhell baving dalms

our solution te the cument
huge demand lor This simple cammunica-
tion technotogy that will forever change
the enline landscape and The way prod-
wets and services are sokd in a profound
wag’" This can easly yield 300K +.
Tecrnology knowledge [s nol necessary,
25K inveshment. 1-877-347-9666

FASTEST GROWING Soack lndustry In
Canadal No solling or compalilionl Big
wrww.PinkRibk.com

against lhe
send fll parliwliri ol such chaims la

having regard cnly to :h-ms lhal
h:\h- been tecelver
fan M:-farguson Jane Leske Friguson
nd een Arne Fuaumn Eslate
Tmul:n hv (helr sob Harrison
F‘:rua LLP, 450 Talt V London,
Onlar}o, NEA 5.5, Allenlian: A Clak,

ENSUFRANCE  RESTORATION/General
Conlracting company for sale. Surcessful
company with long term praven frack
record, 2 hrs M. of Teronto, Finandng
=va:| Emafl: progertyreslorer@yahoo.ca

GNTARIQ IHF XRAY liconse wilh all
medalities incuding Muckat in KW
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ASSET PURCHASE AGREEMENT

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/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 Ine.

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

JE FININVEST LTD., a corporation incorporated under 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 parts
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 patt 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




-2-

ARTICLE 1
INFERPRETATION

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
Ontarie 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 & 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 to the Vendor of the Purchase Price and the completion of all
matters incidental thereto as herein provided;

“Closing Date” means the later of () the tenth (10™) Business Dayrfollbwing 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 to in
wntmg

“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 -being an amount equal to 15% of .
the Purchase Price;

“ETA" means the Excise Tai Act {Canada), as amended from time to time;

“Excluded Assets” means any and all property and assets of the Companies which are
not specifically listed and identified in Schedule A and, includes the Bxcluded Assets as

further deﬁned in Section 2.1;

N




-3-

“HST"” means all taxes payable under Part 1X of the BTA (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,
compayy, 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 Cotnpanies’ flour milking 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 Income Tax Act (Canada); and

“Time of Closing” means 3:00 p.m. (Toronto time) on the Closing Date, ot such other
time on the Closing Date as the Vendor and the Purchaser may mutuvally 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 Scheduie refers to the specified Atticle 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




i4  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 govemed 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 fo the benefit of and shal! 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 provisions hereof, and each provision is
hereby declared to be separate, severable and distinct.

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,




1.11  Statutory References

Any reference in this Agreement to a statute includes all regulations made thereunder, all
amendments to such statutes or regulations in force from time to time and any statute or
regulation that supplements or supercedes such statute or 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
shell 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 of 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 Salé is attached to and forms part of this Agreement,

”
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ARTICLE2
PURCHASE AND SALE OF PURCHASED ASSETS

2.1 Purchased Assets

Subject to the provisions of this Agreement, the Vendor agrees to sell, assign 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, notw1thsta.nd1ng any provision of this Agreement to the contrary, the
Purchased Assets are limited to the interest of the Vendor and Companigs, if any, in the property
and assets set out in Schedule A to this Agreement, and shall not include any other property or
assets (“Excluded Assets™) including, without limitation:

(a)

()
©

@

(e)

®

(2)

(h)

Cash. All cash on hand or in baﬁks 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 instalments pa'id by the Cotmpanies 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 ali the records relating to the Purchased Business
for the period commenecing 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.

e
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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, If:

"(a)  the Purchaser fails to close the transaction contemnplated 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 subsection

8.2(a), (b) or (€),

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

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

(2)  the Purchaser fails to close the transaction conternplated herein by reason of the
non-satisfaction of the conditions precedent inseried 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 a 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 ligbilities and

obligations of any kind relating to the Purchased Assets in respect of the period from and afier
the Time of Closing but not for any pre-existing product or environmental liability claims or
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third-party claims relating to the time up fo 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
respensibility 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

Except 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

(@)  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, payable 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 Purcheser shall indemnify and save
harmless the Vendor 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 a 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.

P
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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 efforis to organize such employees.

4.2  Residency
‘The Vendor is not 2 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 Atticle 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, represeiitations or warranties of any nature whatsoever
made by the Vendor, express or implied, arising at law, by statute or in equity or

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

the generalify 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 Assefs, 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 Asticle 4, the Purchaser
acknowledges that it is relying entirely on its own judgment and investigation
with respect to the purchase of the Furchased Assets contemplated herein,

ARTICLE 5
REPRESENTATIONS AND WA TIES OF THE PURCHASER

The Purchaser represents 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 a 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,

5.3 Residence of the Purchaser

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

The Purchaser is a registrant for purposes of the ETA whose registration is 88440 7412
RT000,

5.5 Brokers’ or Finders’ Fees

The Purcheser 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.

ARTICLE 6
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 expressly 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

Bach 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  Riskof 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: '

{(a)  Representations and Warranties, The representations and warranties of the
Vendor contained in this Agreement shall be true and comect in &ll material
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
gomplied 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 occurred from the date hereof to
the Time of Closing unless the Purchaser has agreed in writing fo 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
reagonably; and

(i  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 conternplated 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 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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(f)  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 ¢ontained 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 fo the Purchager, terminate this Agreement and the obligations of the Vendor and
the Purchaser under this Agreement, other than the obligetions 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 {¢)), 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 aprees that it will not voluatarily undertake any course of action
inconsistent with the provisions or intent of this Agreement and will use reasonable commercial
efforts to take, or cause fo 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 conternplated 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 watrants to the Vendor that it hes the financial capability 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 Ladner 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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93 . 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;

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

(i)  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:

{1 the Purchase Price (less the amount of the Deposit) by certified cheque,
bank draft or wire transfer drawn on & Canadian charted bank, together
with all other amounts required to be paid by the Purchaser to the Vendor
hereunder 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

10.1 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. '




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:

&)

(it)

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 Busingss Days thereafler there is or oceurs 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
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ARTICLE 11
ISCEL uUs

if to the Vendor:

Ermnst & Young Inc.

222 Bay Street

P.Q. Box 251

Toronto, Ontario, MSK 177

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
if to the Purchaser:

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

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

aforesaid.
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(¢}  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 issuing 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 promptly
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. '

11.5 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 not 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 result hereof.

117 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




-i8-

instrument. Bxecution of this Agreement 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 pames as of the

date first above written.

=ODMAPCDOCS\TORO 1159900812

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 Wholesa]e and Tarbrac
Holdings Inc,

Mike Dean
Senior Vice President
JE FININVEST LTD.
Per: %’m .
Aaron Zak i

. Title:
I 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 ¢levator ¢/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 c/w vibro motors
2001 Indopol dry stoner ¢/w vibro motors & 10HP fan

2001 Indopol model CC horiztonal scourer, SORPM
s/m 1001, c/w aspiration channel

2001 Indopol model ID intensive dampening unit,
s/m 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 5HP,
horizontal air compressor, s/n 9007439

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

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

2009 Ingersol Rand model 2475-T30 SHP,
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,
94008

(2) 2001 Indopol'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 Indopot model SC turbo sifter, s/n 96

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

(2) 50HP high pressure fan systems

&) Indopol additive feeders, entoleter, etevators, 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 & warchouse ladders

(2) compressors heads, manual chain hoist, etc

Lincoln model AC-225 arc welder ¢/w cart

Toyota model 7FBEU18 3-wheel electric forklift

¢/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 sieel 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
[Iplus 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, 80gzallon 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 e, 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 o/a Loreita 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,
(hereinafter 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 ofa 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, pursuant to an
Order of the Ontario Superior Court of Justice dated November 26, 2010;

AND WﬁEREAS the Purchaser offers to purchase from the Vendor, subject to the terms and
conditions hereof, all of the Vendor’s and Cormpany’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 info 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 all applicable taxes thereon and other good and -
valuable 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
Agssets, and every part thereof,

iﬁi 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 shal] 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 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,

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
Ontatio 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. (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 hercof, all of the Vendor’s right, title and
interest, if any, in and to the assets listed in Schedule “A” attached herefo (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 2 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;



- 2.

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:
(i) it has done no act to encumber the Purchased Assets; and

(ii) 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, unto 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 (Oniario)), 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.

-3-

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
recejving 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 exccution 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 o/a Skyway
Wholesale and Tarbrag, Holdings Inc,

Per: '

Rafin Dodick CAeCIRP
Vice President

POPPA CORN CORP.

Per:

HODMAWCDOCS\TORO1M616392\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

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

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.

TMAA444,031
TMA455,484
TMA447,427
TMAT709,143
TMAA446,295
TMA408,003
TMA622,533
TMAS589,618
TMAS586,972
TMA223,134

TMA475,657



-A2-

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
Ciear thermal] label 4x1

3 x 4 White Label

2 x 4 White Label

Safety Seals

Small Printing ribbon
Large Printing Ribbon



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 o/a 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 to
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 regisirations and applications listed in Schedule A attached
hereto, without any goodwill of the business appertaining to said trade marks.

EXECUTED at , Ontario, this I5"3ay of April, 2011,

ERNST & YOUNG INC., in its capacity as court-
appointed receiver and receiver and manager of
2110458 Ontaric 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.
By: Z m—-‘”

Rahn Dodick CA«CIRP ~
Vice President

ACKNOWLEDGEMENT

The undersigned, Poppa Corn Corp., whose full post office address or principal
place of business is 1245 Lorimar Drive, Mississauga, Ontario, L55 1R2, hereby accepts

the above assignment.
EXECUTED at , Ontario, this 15'day of April, 2011.

Poppa Corn Corp

ichel Cousineau

Pfesident MG el Cou Qc‘UeA\)



Trade-mark

LORETTA Design
SPORTS NUTS
LORETTA

PALM SPICES
LORETTA

DONNA

18T PRIZE & Design
JIMMY POP CORN
AMIGOS & Design
AMIGOS

DONNA

ORIGINAL TREASURES

:ODMAWPCDOC S\TORD1WME1 50072

SCHEDULE “A”

Appl'n No.

1,494,609
0,747,638
0,771,001
0,760,546
1,246,936
0,767,462
0,68,817

1,184,301
1,140,487
1,128,220
0,387,099

0,801,587

Reg. No.

TMA444,031
TMA455,484
TMA447 427
TMA709,143
TMA446,295
TMA408,003
TMAB22,533
TMAS589,918
TMAS586,972
TMA223,134

TMA475,657



Mary Arzoumanidis Borden Ladner Gervais LLP

T 416,367.6304 Scolia Plaza, 40 King Street W

F 416.361.2448 Toronto, ON, Canada MGH 3Y4
T 416.367.6000

marzoumanidis@big.com

;416.367.6749 Borden Ladner Gervais
g.com

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 Loretia
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.

In connection with the proposed sale by the Receiver of certain trademarks to your client, Poppa

Corn 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 return o us a copy
of this letter acknowledging and agreeing to the terms and conditions set out herein:

L.

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
atiendance in court and shall only do so if your client agrees to fund the costs of
subsequent court attendances.

Lawyers ] Paten! & Trade-mark Agents



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 Ietter.

Yours very truly,

Mary ‘Arzoumanidis
MA/ma

Encl.

ACNKOWLEGDMENT AND ACCEPTANCE

The undersigned hereby agrees to the foregoing terms and conditions.
Dated at ,this 1&"™"of April, 2011,

POPPA CORN CORP.

M ccudel Qrcw\-sgl\l%sm
' PR&S\%QM‘(/

=OBMAPCDOCS\TOR01VE167183
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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
Bankruptcy Judge

Please take notice that OFC Capital Corporation, a secured creditor of Debtor, by the
undersigned attorneys, will move this Court on the | | 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, Esguire
Angelo G. Garubo, Esquire
Romano & Garubo, Counselors at Law LLC




TO:

Counsel for Debtor:

J. Logan Rappaport, Esquire
Pryor & Mandelup

6735 Qld 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 43226

Counsel for Loretta 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 Michael Drive
Syosset, NY 11791

Counse¢l for Brome Finance Corp.
Alison ID. 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. Miller, III & 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! apri1 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

1, David Brown, Vice President of OFC Capital Corporation (“OFC”), is the
holder of a first security inferest on the debtot'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 contains 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 Créditor and Debtor and Quality Food
Brands, Inc., as Co debtors; and a Lease Agreement Dated March 27, 2009 with OFC as Lessor and
Debtor as Lessee {collectively the “Loan ﬁocuments”). The obligations and Indebtedness owed by

Debtor to OFC are secured by a perfected first priority security interest in, fo and against an AltFill




Model TA 600 Twin Auger Filler # 80414 , one System A Scale Hopper Equipment, and one Ross
Model 42N-0528 Ribbon Blender, s/n 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 1o secure Debtor's obligations 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 priority interest in the Collateral.

5. Repayment of the Obligations and Indebtedness is governed by the terms
and conditions of the Loan 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 Contrdcts, inter alia, by
failing fo 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 Collaterat in the possession of Quality Food
Brands, Inc. and Bektrom- Food Inc. These entities are believed to be affiliates of the Debtor and not
in Bankruptcy.

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 to 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.

g, 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 graniing the relief sought by OFC is annexed

hereto as Exhibit “C",

11, No prior application has been made for the relief requested herein.
12. I 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, experience, and belief OFC believes that the
Collateral is subject to irreparable injury, loss and/or damage.

The Collateral is subject to vast depteciation through usage and
passage of time,

Confinued use and operation 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 adequaie protection for retaining
the Collateral,

The collateral in the possession ail control of third parties.

There is no equity in the collateral, Withont 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; I am aware that if any of the foregoing statements made

by me are willfully false, I am subject to punishment,

OFC CAPITAL CORPORATION,

Dated: i:? - k\'l _L_ L By: @ _,__:_,Q W

David Brown
Vice President
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ofc capital corporation LEASE AGREEMENT

TO OUR CUSTOMER:  Foryour convenlonce, this Leass Agreement ((ne *Lease™) has been wiitlen in a "plaln English' Jormal, When the words you and your are usad In this
Lease, they mean you, our cuslomer, the Lesses Indicated below, Witen the words we, ue, and aurare usedin thls Lease, they mesn OFC Capltzl Corporation,

PHS Group Inc. {516) 714-8200 3546
CUSTOMER {essee Nams Phone # Approval No,
INFORMATION 223 Underhill Boutevard , Syossst, Nassau County, NY_ 11719 6001515

Bllling Street Address/Clty/County/Stale/Zip -Leass No.

502 Main Avenue, Colgale, Sieele County, ND 58048 22-38117686 Q081128

Equipment Location Address X Tax 1D No, Customear No.
VENDOR
INFORMATION All-Fili Inc, L

Supplier Name o -
EQUIPMENT A4S DESCRIBED ON SUPPLIER'S INVOICE(S) ATTAGHED AB EXHIBIT "A" HERETO AND INGORFORATED HEREIN BY REFERENCE (and you
DESCRIFTION have expressly suthorized us to aflach such involee(s) upon racelpt).

Lease Term (Months) Lease Payment PAYMENT TERMS
TERM AND 36 (Months) $2,249.51 You agres to pay at the lime you sign 1his Lease:
LEASE A. Total Advance Payment: $4,499.02
PAYMENT B. Sales{Use Tax on Advance Paymant {6%) $269.24
SCHEDULE C. One-Time Documentation Fee $200.00

D, Site tnspection Fes $200.00
(Amounts are plus appllcable laxes) E. Tolal of A+B +C+D $5.168.96

INSURANCE “You aro yequired to previds and malnfain jnsurance sclated o tho Equipment, and to pay any property, use and other taxes rolated o this Eease or the Egquipment, (Sce
Seclions 4 and 6 on 1 back of this Lease.) T you are tax exempt, you agreo to firnish us with satfsfactory evidence of yomr excmpttor

AND TAXES ,
Vou autheriza Ls or any of oty alfillales of assigness 1o obtain credit buceal reports, and niake eny ofher eredit inquiries that wo fes] aro negossary in our sols and absolute
CREDIT - discretion. Upon written réquest, we will informs you whether we have reqtiested & consumer credit veport and the name and addzess of sny consumer eredlt reponting
agenoy that firnished a report, You acknowledge that without further notice we may use or request additional credit burcau reports to updals our informatlon so long a¢

INFORMATION 8 e e e
By signing this Lease; () you acknowledga that you have read and understond the terms and conditions on all three {3) pages ofthis Lease, ([T} you agzes that 1his Lease is

TERMS AND a net [eass that you cannot terminate or cancel, you bava an unconditional obligation to make sll paymenls due under this Lease, and you cannot withhold, set off of
CONDITIONS reducs such payments for & n whatsasyer, (D) you will use the equipment anly for husliess purposes, (TV) you wamant that the persen signing this Lease for you
i to grant fhe power of atlomey sci forth in Section "7* of this Lease, (V) you confiom that you decided to enter info this Lease Tether than

]
1ior shs tatal caso price, and (V1) you agree that this Lease will b& govemsd by the laws of the Slate of Geoergla, notwithsianding choics of law or

OFC CAPITAL CORFORATFION, or PHS Group Inc. , Lessee
\ ull !
Authofized Sfgnatura ¥ 7

Authorlzed Slgnaty
¥,
Sohnht Packote 3/,4,/,,; Malc Falblsh Chist Exscutlve omce_r_l_:)_{;_&faﬁ_
Dale

: Ve Prodident
SRR e Portolto Manam Tille / Pate Print Name Title
CONDITIO

OFG Capiltal Gorporation LN NAL GUARANTY

¥n considaration of OFC Caplial Cozporation ("Lesser”) entering Into the abova Lease, the undersigned (fointly and severally if more than one gueranior guarantess the Lease) unconditionally end
absolulely gustantees to Lessor, jts successors and assigns, prompt paymen! and performancs of )l obligations of lhe Lessee Identified above nnder the Lease (the "Obligations™), The undersigned
agrees; (2) that the undersigned has read and understands a1l of the terms end condifions of the Lease; (b) that this Gueranty is of psyment and net of collection and shail not bo sffecied by any
wnenfarceability of invelidity of the Obligations or any arsendment, extension, waiver or release thereof {whether ot not thy yadersigned has notics of such event}, end that Lessor may proceed direetly
agalnst the vndersigned without taking sny action with respest to the Lessea, tho Equipment or any security for the Lesses’s cbligations; {¢) that the undersigned’s obl hercunder shall not he
discharged by death or incampetency, or by the dissolution or liquidation of the Lessee; () that this Guacanty shall by governed by tho Laws of the State of Georgla and that tho wndersigned consents
ta the jurdsdiction of, snd venue fn, suy stalo or, federsl court Tocated within the Stals of Georgia; {8} to pay all of Lessor's costs of onforcement and collection of the Obligations of this Guaranly,
inolding reascnabls attomey’s fees; and (£} that the undersigned has waived the xight 10 otices under 0.C.GLA. 10-7-24, The undessigacd elso authorizes Lessor, its affiliates and assigneas to obiain
credit bureau Teports andd other bank end trede reforences with respect to the undersigoed,

CORP

ONLY

"""""""" DELIVERY AND ACCEPTANCE ACKNOWLEDGMENT
ment, the undersigned Lessoe ("we* or “us*) certifies thal: (|} we have Inspacted the Equipment, and have

By execuling and delivering this Delivery and Acceplance Acknewledge
delermined that lhe Equlpment is Inslalled and In good working condition; (Il) we have sccepled the Equipment and Instructed OFC Capla! Corporation to purchass the
Equlpment from the Suppliar; (i) our obligations [o perform all the lerms and condltions under the Lease have begun; and (iv) vio vdil unconditionally snd abselutely pay

Leasa Payments to OFC Cegplisf Comoration aithe locallon and In the amount sialed in the Leasa.
This Acknowledgement Is sxecuted and deliverad In connoction with Lease No. 8001515 between OFG Capltal Corporalion and us (the *l.essss”). Capllalized terms used in this

Acknowledgement.without defintion have lie meanings sef forth in Lhe Lease,
PHS Group in " .lLessee

Malr Faiblsh, Chief Exscutive Cfficer
Aulhorized Signaiire Print Name Date 9 '2 5 ,OCf

rev. Jone 25, 2008 i




1. LEASE; DELIVERY AND ACCEPTANCE. You agree fo lease the Equipment described on the front of this Lease (collectively *Equipment™) on the ferms and
conditions shown on the font and back of this Leasa, [f you have enlered Into any purchase or supply conirast {coliectively "Supply Cenlract’) wilh any Supplier, you
nereby aesign lo us your sights under such Supply Conltract, but none of your obligations (other than the obligation to pay for the Equipreent if it Is accepted by you as -
staled balow and you fimely defiver lo us such documents and assusances as wa request). If you have riol enfered into a Supply Conlract, you authorize us to enfer inlo a
Supply Conkract on your hehalf, You will amange for delivery of the Equipment to you, When you secelve the Equipment, you agree fo inspect It to determine If it is in
good working ordar. The rental term of this Lease will begin on the date when all or substantially all of the Equipment has been delivered fo you, ("Commencement
Date®). The Equipmant will be deamed Irrevecably acceplad by you upen the eariler of: &) the dalivery to us of a signed Delivery and Accaplance Certificate (if requested
by us); or b) 10 days afier delivery of all or subslanfially all of the Equipment o you if praviously you have ot given vaillen nolice to us of your nen-acceplance. if the
Cammencement Date starts on the 10 of the month, then the entire perfodic Lease Payment shall be due and payable on the 1 0™ day of the fotlowing month,
However, if the Commencement date staris al any ime other than the 10” of the month, then the Lessee shall pay an amount equal o the periodic Lease
Payment (or, If the petlodic Lease Payment verles during the tem of the applicable scheduls, the average of all scheduled Lease Payments during the tenm of
such Scheduls) divided by 30 and multiplied by the number of days between the Commencement Date and the 10™ day of the month Immediately lofiowing the
Commencemant Date (“Interim Rent”). The Intedm Rent shali be due and payable on lhe 107 of the manth immediataly following the Commencment Date.
Subsequent periodic Lease Paymanis shall be paid In lis entlrely on the 10" day of sach month therealier whether or not L.esges has recelved nolice 1hat such
payments are dus as set forth hereln, ADVANCE PAYMENTS—Lessor may, fn ils sole and absolute dlecretlon, require that Lessee fender an advance
payment to the Lessor ("Advance Payment”). If Lessor requites that Lessee tender an Advance Payment, the Advance Payment shal! bs due and payable on
the Commencemenl Date. Eurtharmore, the Advance Payment shall not effect the required Interln Lease Payment, nor shat It effect the periodic Lease
Payment. You will make all paymenls requirad undar this Lease lo us at syeh address as we may specify In walling. You authorize us to adjust the Lease Payment by
rol more then 16% 1 the aclual Tolal Cash Price (wilch is alt amounts we have pald in conneclion with the purchass, deifivery and installation of the Equipment, Including
any {rade-up and buyout amotnts} differs from (he estimaled Tolal Gash Price of the Equipment. If any Lease Payment or olhsr amount payabie undar this Lease is not
pald wig;lnlio s:‘aya of s due dale, you will pay us a lale charge equal io 10% of each such late paymeni {or such lesser rate as Is the maximum rate allowable under
appllcable law. L

2. NO WARRANTIES. We ars-Jessing the Equipment to you *AS-iS." YOU ACKNOWLEDGE THAT WE DO NOT MANUFACTURE THE EQUIPMENT, THAT WE DO
NOT REPRESENT THE MANUFACTURER 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 [N ANY WAY. We fransfer to you for the term of this

. Lease any warranlles made by the manufacturer or Supplier under a Supply Conlract,

3, EQUIPMENT LOCATION; USE, MAINTENANCE AND REPAIR; RETURN. You vdll keep and use the Equipment only at ihe Equipment Location shown an he front of
{his Leass. You will not move the Equipment without our prior writlen consent. At your own cost and expenses, you will maintaln the Equipment as provided in the
applicable maintenance manval or, if none, as recommended by the manufacturer, and you vill keep witlen record of sarvicing signed by the senvice provider. You will
keep the Equipmant eligibls for any manufaciurer’s eertiflcalion, in cempliance with all applicable laws and In good repalr and conditlon, except for ordinary wear and {ear,

ba purehased from sources pproved by the osiginal manufaciurer, and you will refain copfes of any applicable purchrase

Al replacement paits for the Equipment will
ridera srdior Involces. You vdll not meke any alterations, additions, modifications or replacements to the Equipment without cur prior wiilten consent. Al alferalions,

additions, modiications and replacements véll become part of the Equipment, will not be removed from the Equipmenl and will consiitule our properly al no cosi or
expense lo us, We may inspecl the Equipment at any reasonable tme. You will not use any material dlassifled as hazardous under applicable iaw excepl In accordance
wilh applicable laws and regulations. You will malntain afl records, fogs and licenses required by any governments] aulthorty, vhether the requirement is Imposad o you
or us. You vdll require all eperators of the Equipment o operaie the Equipment with reasonable care and dillgence and to use nonmal reasonable precautions in stch
operation, Unless you purchase the Equipment in accordance wilh ihis Leass, at the end of the term of this Lease you Wil immediately deliver the Equipment to us in as
goort condition as when you received it, excspt for erdinary wear and fear, to any placa In the conlinental United States thal we tefl you and shipped In accordance with
the original manufacturers recommandations, You will pay el expenses of dainstaliing, crating and shipping, and you vill insure the Equipment for tis {ull replacement
value during shipping. You will arrangs for dainatelistion In accordance with the original rmanufacturer's specific Insiructions or, ¥ none, In accordance wilh normal industry
practices for new Equlpment using the same speclal transportation devices as were used In ordginal installation of the Equipment. All moving paris will be secured, all
process flulds removed and their containers cleansd and drled, all intemal Tlulds such as lube off and hydraulic ol fiffled {o operaling levels, alt filler caps secured and
discopnected with hoses sealed and all fragile components protesied In an eficlent and careful manner o faclitale the ralnslallation of the Equipmenl. Al keys will be
retumed logether secured lo & major extarnal component of the Equipment. At the (ime of refurn, the Equipment will be: 1) operaticnal and able lo perform Ils requlred
task eFoctively withoul repair or overaut; 2) complale with no missing components or attachmants; 3} clean, will all bools, guards and seals fully functional; 4) rust froe;

5) accompanied by all ooling and dosumentation; and 6} as olhenvise required hereby.

4. LIENS; TAXES AND FEES. You shall keep the Equipment free and clear of slf clalms, levies, liens and encumbrancas, You shall pay {or if you have falled to pay and
wo Nhave paid the sama as herelnafter provided, relmburse us, upon demand, for) any and all properly, sales, use or cther taxes (topether with any fines, penallles or
Interest thareon) applicable to the Equipment or your use or operation thereof, this Lease and the rent and olher sums at any fime dug under or wilh respect therelo. You
shall indemnify and hold us hanmiess from 2l license and registration fees and all sales, use, personal propsrty and other taxes, levies, duties, charges or withholdings of
any nature (togelher with any penallies, fines or Interest thereon) arising at eny Ume during the temm heroof or thereafter, or upon the refurn of the Equlpment to us, and
Imposed against us by any faderal, slate or lacal governrent or faxing aulhosily upon or with respect to the purchase, ownership, delivery, leasing, sele, possession, use,
operation, retum or olher dispoesition of the Equipment, or upon the ranlals, recelpls or samings andsing therefrom or upon or with respect to this Lease (other than (axes
on or measured by our fncome). If any of the sama shall remaln unpald, when due, we may, in our aole and absolule discrelion {while v have absolutely no obligalions
to do s6) pay same and add such payment to the Leass Paymenl next becoming due as additlonal renl. Notwithsanding anything lo the conlrary conteined heraln or
otherwise, and withaut limillng the preceding, you acknovdedge and agree that H this Léase is or should be treated for tax purposes as a {inancing lease hy any relevant
taxing authority, you are and shall be solely responsible for the payment of any and el applicable personal property lexen, fines, ponailies and intersst and the propar
reperting fo such taxing authority of the necassery Information eancarning ihe Equipment and such taxes, As a senvics {o and on behalf of you, for which a fee may be
added 1o the Laase Pavment next bacoming due as edditional rent or sibsequently biled 1o you, we may, In our sole and absoiule discretlon, prepare and sither submit
to you far filing, or, if the texing authority allows us lo fife and pay the applicable personal property taxes directly on behalf of you, file and pay the applicable psrsonal
proparty taxes, fines, penaliias and interest to such taxing authorily. You further acknovdedpe and agree that we may, in our gole and absalule discrotion, at any fime
eilher include a rezaonable eslimale of personal property taxes that may be due with respact to the Equipment in the Lease Paymenis payable by you or Involce you fer
the actual or estimaled amounls of personal property laxes pald by us or due from you to any laxing authority. You shall be llable to us for any unpald or underpald
{inctuding by reason of our fallure fo propsrly esémate the amount thereof) pessonal property taxes, fines, penallies and Interest refating to the Equipment or Leass
Payments during the term of this Lease thal wers sasessed during or afier the terminaticn or expiration of this Lease, We are nof required to contest any taxes, fines,

penalles or Inferest assessed by any taxing authority.

5. LOSS OR DAMAGE. As between you and us, you are responsible for any loss, theft or destruction of, or damaga lo, the Equipment {collectively "Loss"} from any
cavse at all whelher of nol Insured, unlil it is defivared 1o us af the end of (his Leasa, You aro requived to make all Lease Payments aven if there is a Loss, You must
nolfy us In writing immediately of any Loss, Then, al our option, you wdii either (a) repair tha Equipment so that itis In good conditlon and worklng ordar, eligible for any

manufacturer's certificallon, or (b) pay us ihe amounts specified in Section 8(b) below.

- B, INSURANCE. You will provida and mainlaln at your ovn sxpense: (a) propery insurence agaist ihe loss, theft, damage or destruction of, or damage to, the
Equipment for its full replacement vaiue, naming us as loss payee, and (b} public lfability and third party properly insurance, naming us as an addiflonal Insured. You will

Lessea hae read and agreés willt all llems on pages 2 and 3 B
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glve us cerltiicates or other evidence of such insurance vhen requested. Such lnsursnce v/l ba In & form, amount and with companles acceptabls (o us, end will provide
that we wi¥ be given 30 days advance notice of any cancellation or material change of such insurance, If you do not give us avidencs of Insurance acceplable fo us, we
have the right, but no! the ohligation, to obtain insurance from an insurer of our choles, including an Insurer that Is otr affitlate. We may add the costs of acquiring and
maintaining such Insurencs {collectively "Insurance Charge®) fo the amounls due from you under this Lease, You will pay such Insurence Charge in aqual Inslalimenis
aliocaled 1o the remaining Lease Peyments (plus inlerest on such atiocation &l 1.5% per month or, If fess, the maximum rale allowed by law). i we purchase Insurance,
you will ecoparate with our Insurance agent with respact 1o Ihe placement of Insurance and the processing of cleims. Nolhing In this Leass wil creats an insurance
relationship of any type botween us and any other persen. You acknovdedge thal we are nof required lo secure or maintaln any insurance, and vie will not be liable to you
if we tarminale any insurance coverage Ihat we arrange. If we replace or renew any insurance coverags, we are nol obllgated lo provide replacement or renswal
coverage under the same terms, costs, imils, or conditions as the pravious coverage,

free of afl tiens and

7. TITLE; RECORDING; DOCUMENTATION FEE, We are the owner of and wii hold lille to the Equipment, You will keep the Equipment
in the event that this fransaction s at anytime deemad o bs a lease inlended for security, You

encumbrances, You agree that this ransaction Is a {rue lease. Howaver,

nereby grant and convey to us a purchase money security Intarest in fhe Equipment (Including any replacemants, substitutions, additions, sttachments and procesds) as
securfty for your obligations hereunder, Upon our request at any time, you will dellver to us slgned financing slatements or ather documents we nead fo protecl our
Inlerest in the Equipment, You authorize us fo file & copy of this Lease as a finanding staterant and appolnt us or our dasignee as your attomeyin fact fo execute and file
on your hehaff, one or more financing statements and amendments theralo covering the Equlpment. The foregolng power of altomey Is lmevocable as long as your
obligatfons hereundsr ars oulslanding and Is coupled with an interast. You hereby ratify any financing slalements that we execuled and filed on your behalf prior io your
exocutlon of this Lease and you gres that such financing slatements are valid and binding. .
8. DEFAULT. Each of the following is a “Default® under this Leasa: {a) you fall to pay ony Lease Paymenl or any other payment within 10 days of its due date, (b) you fall
1o perform any of your pther cbligations under this Lease or In any other agreemant with us or with any of our affliates, and such failure conlinues for 10 days after we
have notified you of il, () you become Insolvent you dissalve or are diasolved, you assign your assels for Ihe benefit of your creditors, you seek lo effecl a sale or transfer

r (voluntarily or Involuntarily) any bankrupley or reorganlzation proceading; {d) any

of substant/ally all of your assals, ceasa to do business as a going cancem or enle;
ns under ihe guaranty, or becomes subject to ene of the events listed in clause (c) above; {a) you ssll or

guaranlor ¢f this Lease diss, does not perform ls obligatio
purport o sell your inferest in the Equipment, or mave the Equipment, without our pricr wrriltert conseni: or (f) you fall to malntaln Insursace on tho Fquipment as requirsd
heraby; {g) you falt to nolify us of any changes In the ownership struclure of your buslness operation.
8. REMEDIES. If & Default occurs, we may do one or more of the following: (a) we may cancel or terminate this Lease or any or sll othier agreemen's tha! we have
entered into wilh you: (b) we may require you lo Immediatsly pay us, a8 compensalion for loss of our bargain and not as a penatly, a sum equel o () ihe prasent value of
all unpald Lease Payments for the remalnder of the Leaso term plus the present velue of our anticipated residual Interest In the Equlpment, each discaunted at 6% per
year, plus (if) 2!f other amounts paysble or that become payable under this Lease; (&) we may require you lo deliver the Equipmant to us as set forth In Seclion 3; [dywe
_ or our agent may peacelully reposeess the Equipment without court order and you will not make any clalms against us for damage or irespass or any other reasory (e}
" ‘we may oblaln & wril of immediate possession for the Squipment under applicable law/ without nofice and without the necesslly of posting a bond (and you expressly
walve any right to raquire us to give niotice or post & hond): andfor {f) we may exercise any ofher right or remedy avalleble af Jaw or in equity. You agree fo pay all of our
5. gosls of enfoicing our rights against you, Indluding reasonable allorney's jess. If wo take possession of the Equipment, we may sell or otherwise dispose of it with or
Without notice, at 2 publie or privals sale, and apply the net proceads {affer we have deducled all costs releted ta the sale, repossession, refurbishment, or disposliion of
the Equipment} fo the emounts that you owé us. You egree hatif nollcs of aala is required by [aw fo be given, 10 days notice shalf constilute reasonable notice. You wiil
remain responsible for any amounts lhal are due hereunder aiter we have appltad such net proceeds.

10. FINANCE LEASE STATUS, You agrea that thls Lease will be considered a "financs lease™ as that lemm is defined In Article 2A of the Unlform Commerclal Code (as
adopled In Georgla) (UCC"). By signing this Lease, you agrea that either (a) you have reviewed, approved and racafved & copy of the Supply Confract or (b} that we
have informed you of the identily of the Supplfer, thal you may have rights under the Supply Conlract, and that you may contacl the Supplier for a description of those
righls. TO THE EXTENT PERMITTED BY APPLICABLE LAW, YOU WAIVE ANY AND ALL RIGHTS ANE REMEDIES CONFERRED URON A LESSEE BY ARTICLE 2A

QOF THE UCC,

11. ASBIGNMENT. YOU MAY NOT ASSIGN, SELL, TRANSFER OR SUBLEASE THE EOUIFMENT OR YOUR [NTEREST IN THIS LEASE. We may, without notifying
you, sall, assign, or lransfer this Lease or our rights in the Equipmenl. You agrea {hat the new owner will have the same righls and benefils that we have now under this
iease bul not our obligalions, The rights of the new owner will not be subject te any ¢laims, defenses or sef off that vou may have againstus,

12. AUTOMATIC RENEWAL. Thia Lease will automatically fenew for an addiional 12 month lem unless, at least 30 days befora the explrsilon of the original tanm
hereof, you nolify us thal you do not desire a renewal term, and you (hereaiter reium the Equipment a the end of the term as provided In Paragraph 3 above. Fallure to
elther provida suich notice or relurn the Equipment wilf cause the automatic renawal of this Lease as set forihy hersin, Afler any renaveal term, this Loase will renew for
guceessive one monlh terms untll you retum the Equipment fo us, During such renawal term(p), the Lease Paymant will rematn the aeme. We may cancel an aulomatic

renewal lem by sending you wrilten notice at Jeast 10 days before the end of any term,

13, INDEMMEICATION, You are responsibla for any losses, damages, penallies, clalms, suits, acllons, costs and expenses, Including aftorneys faes (collectively
"Claims"), whether based on a theory of slric! lablilly or otherwse, Incumed by us and caused by or retated to: (a) the manufacture, nstallation, ownership, use, lease,
possession, or dellvery or rejection of the Equipment, (b) any deflecls In the Equipment, or (o) ciaims of any Supplisz relating fo your rejection of or objactfon to any #em of

execution of lhis Laase, regardless of whether or when the reatal term hereunder

{he Equipment. Alf of e foregolng Indemnilies are binding and irrevocable as of your
begine, and such Indemnities shall survive the expiralion or terminalion of this Lease. You egree lo relmburse and Indemnnify us for, and if We request, to defend us

against, any Claims.
14, CONSTRUCTION OF LEASE PAYMENTS. Since this Leasa rapresents a Jease of Ihe Equipment, we are In agresmant that no amount pald by you hereunder wifl
consiilute "interest,” and wa bolk Infend that this Lease not violate any applicable usury faws. if, however, any amount pald by you under thls Lease is ever canstrued 1o
conslilute inferest, than we hava agraed (a) thal such amounts will never excesd the highest rate penmltted under applicable law and (b) if we ever collect an amount
which is more than whal Is permitied Under applicable law, we will lreal such excess amounts as prepaymenta cf the *orincipal® portion of your payments due hereundsr
{in Inverse order of mauriy), and we will refund fo you any amounts In excess of the lotal "principal” oulstanding. In detemining whether amounls desmed (0 be
*interest” exceed the highest lawful rate, any advance paymenls which are dssmed lo be Interest shall be spread over the full term of this Leass,

rea that the terms and conditions centained In this Lease make up the enfire agresment betwaen you and us regarding the lease of the
rms and conditlons of this Lease must be in witing and signed by us. You agres,

correct obvious errars In this Lease. In addllion, you exprassly authorize us to
ved by you from the Supplier(s) of the Equipmant. if we delay or fafl to enforce
given In wiiling by the parly sending lhe notice and

18. MISCELLANEOUS, You ag
£quipment, This Lease Is net binding en us until we sign It. Any change in any of the ls
howiever, that v ane authorized, without nofice lo you, lo supply missing Information or
atiach as Exhibit "A" herelo, a copy of afl invoica(s) with respect to the Equipment, as recel
any of our rights under this Lease, we will slil bo entilled to enforce those rights at a Jater ime. All notfces shall be
shall be effective when deposited In the U.S. Matl, addressed 1o the parly recelving the nolise at Its address shown on the front of this Lease (or to any other address
spacified by that parly in wiiling) with postage prepaid parsonally or when deliverad by nationally recognized overnight delivery, service, All of our rights and indemnities
vill survive the termination or expiration of [hls Lease. For any and all litigalion undsr this Leass, you cansent (o the non-exclustve Jurisdiclion of, and venus in, any slale
or {ederal court located wilhln the State of Georgla.

¢ titis Lease, we have the right, bul not the obligatien, to teke any action or pay any amounls thal ve feel are necessary

11 you do not pesform any of your obligations unde:
nd for any such amounls that we pay. if more then one Leossea has signed this Leass,

to protect our inferesls. You agres 1o reimburse us immediately upon our dema
each of you agree that your liability is joInt and several.

33621
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DELIVERY AND ACCEPTANCE ACKNOWLEDGMENT

LEASE AGREEMENT NO.: 6001515 dated

By executing and delivering this Delivery and Acceptance Acknowledgment, the
wndersigned Lessee (“we” or “us”) certifies that: (i) we have inspected the Equipment, and have
determined that the Equipment is installed and in good working condition; (i) we have accepted
the Bquipment and instructed OFC Capital Corporation to purchase the Equipment from the
Supplier; (iii) 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 OFC Capital Corporation

at the location and in the amount stated in the Lease.

This Acknowledgment is executed and delivered in connection with Lease No. 6001513 between
OFC Capital Corporation and us (the “Lesses”), Capitalized terms used in this Acknowledgment
without definition have the meanings set forth in the Lease.

LESSEE: PHS Group Inc.
By: X W W
7

Name: Mair Faibish
Title; Chief Bxecutive Officer

Do L1 6 1 o9

576 Colonial Park Drive, Suite 200, Roswell, Georgia 30075
Phone: (800) 336-4949
Fax: (800) 942-4631

(it
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O PHS Group Inc.

FROM: OFC Capital Corporation

DATE: - March 1?, 2009

RE: | $1 Purchase Optlion on Lease No: 6001515

OFRC Capital Corporation has entered into & lease agreement (“Lease™) with the above referenced
as Lessee. This letter is intended to grant to you, under certain circumnsiances, 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 exerciss this option to purchase all butnot less than all of the
equipment subject to the Lease by remitting $1,00 to OFC Cepital Corporation, within thirty (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, fiee 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 I8' AND WITHOUT WARRANTIES,
EXPRESSED OR IMPLIED, EXCEPT AS PROVIDED ABOVE,

This option shall be exercisable only under the conditions set forth above.

LESSEE: PHS Group Inc,
N ,

Name: Mair Faibish
Title: Chief Executive Officer

R 3 /LY 008

76 Calonial Park Dirive, Suite 200, Roswell, GA 30075
Phone (770)$87-1156
Fax (770)642-4631
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SECRETARY'S CERTIFICATE RELATING TO
" INCUMBENCY AND CORPORATE RESOLUTIONS

The undersigned, (Print Name) 7 { A ;
(Assistant) Secretaz-y'of PHS Group Inc. , 8 PA corporation (hroin the "Corporation") hereby certifies:

1, Iam the duly elected, qualified and acting (Assistant) Secretary of the Corporation and have the custody of the corporate records, minntes
and corporate seal. o : i )

2, The following person(s) has/have been properly elected or appointed to the office in (he Corporation as indicated below, such person(s)
hold(s) such office at this time, and the speeimen signatvre appearing beside the name of each such officer is his/her genuine signatnre:

NAME  TIMLE . SPE G SOCIAL SECURITY NUMBER
Mair Faibish Chief Breontive Officer [, M B /4 '

3. The following resolutions wers adopted within the last 30 days (but in no event later than the lease agreeiment(s) described below) cither:

< , |
A, At aduly called and conducted meeting of the dirgctors of the Corporation at which 4 quorum was present and voting throughout;
’ : : -OR-
B. By the unanimous written consent of the directors of the Corporation, the original writien consent has been placed with the records of

meetings of said directors:

RESOLVED, that each of the officers of the Corporation whose name appears above together with each duly elected or appointed successor in office
to aity of them (cach, an "Officer"), be and horcby is (acting alons or with one or more other Officers) authorized and directed to enter into, execute
and deliver In the naiae and on behalf of the Corporation all lease agreements and sohedules betwesn the Corporation as Lessee and OFC CAPITAL
CORPORATION, as Lessor {("Lessor"), providing for the leasing to the Corporation of varions items of equipment, upon such terms and condifions
as the QOfffcer in hisfher discretion may deem necessary or desirable, the execution and delivery of such lease agreements and/or schedules to be
conclusive evidence that the same shall have been authorized hereby by the Board of Directors of the Corporation;

RESOLVED, that if the initial lease agreement entered into by the Corporation is a Master Lease Agreement, these resolutions shall constitute
continuing resclutions which shall permit the officers, from time to time after the date hercof, N/A, to execute and deliver to Lessor ene or more
schedules to be attached to such Master Lease Agreement and to constitute separate lease transactions governed by the general temns of such Measter

Lease Agresment;.
RRSOLVED, that each officer is bereby authorized to execute and deliver suoh further documents aud to do and perform all other acts and deeds in

the name and on behalf of the Corporation as she/he, in his/her diseretion, degm necessary or desirable in conneotion 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 fhat the sanxe shall have

been authorized hereby; and

RBSOLVED, that the Lessor or any assignee of the Lessor is anthorized to rely upon these resolutions wniil receipt by it at its principal offices of
written notice of any change herein.

4, lam the duly elected (Assistant) Secretary of the Corporation suthorized to make certificates on jfs behgif and I have cavsed
this certificate 1o be executed and the seal of the corporation to be hereunto appended this M7 day of _Hia- . 2009,

=

"(Secretary or Assislant Secretary)

576 Colonial Park Drive, Suite 200, Roswell, Georgia 30075
Phone: (800) 336-4949
Fax: (800) 942-4631




UCC FINANCING STATEMENT
FOLLOW INSTRUGTIONS (iront and bagk) CAREFULLY

A. NAME & PHONE OF GONTACT AT FILER [oplongl)
Phone (800) 331-3282 Fax-(818) 662-4141
B. SEND ACKNOWLEDGMENT TO:  (Name and Addrees)

[TCC Diteot Services ] _
P.0. Box 29071 . FILING NUMBER: 2009032504551

Glendale, CA 91209-9071
FILING DATE: 25-MAR-2008
IMAGE REFLECTS DATA FROM AN ELECTRONIG FILING

° ’
L PA, Secretary of CommonWea[glﬂ
‘ THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

1. DEBTOR'S EXACT FULE | EGAL NAME - Insert cnly one deblor name (42 of 1b) - do nel ebbreviels or combline names

2. ORGAFATIONS NAME PHS Group Inc.
OR 5 OO UAL'S LAST TARE FIRST RAME HDDLE RANE TSUFFIX
to, MAILNG ADDRESS 223 Underhill Bouldevard <Yy i STATE |POSTALCODE COUNTRY
: Syosset NY (11719 USA
14, SEE INSTRUCTIONS ADFLINFORE l‘lo'.'TYPE OF ORGANIZATION 11, JURIG DIGTIONOF ORGANIZATION 1. CRGANIZATIONAL 103, H any
ORBANIZATION . ;
T | Corporation i PA | 2840815 Fnone
S—
2, ADDITIONAL DEBTOR'S EXACT FULL LEGAL HAME - Insatt only one deblor name {2a or 2b} - o not sbbravials of combine namas
38 CROANIZATION S WARE
OR |2 TNDNADUALS LAST NAME TIRET NARE TIDDLE NAIGE SUFFIX
6. MAILING ADDRESS Ty STATE |FOSTAL CODE COURTRY
0 SEENSTRUCTIONS ADULINFORE |28, TYPE OF ORGANIZATION B JURISDICTION OF ORGANIZATION S ORGANIZATIONAL 1D #.7 any
OROANIZATION
DEBTOR | | | [nowe
3. SECURED PARTY'S NAME (or HAME of TOTAL ASSIGNEE of ASSIGNOR SP) - bser only ans secured party name (3a or 3b)
3, GRGANIZATIONS NAME QFC Capital Corporation
OR o5 HONIDUAL'S LAGT NAME 'FIRS‘T NAME TADDLE NARE SUFFE,
36 MAIURG ACDRESS 576 Colonial Park Drive, Suite 200 oy COUNTRY
Roswell USA

4. 'fhis ANANCING STATEMENT covers the Tolesing collaterat:
One {1) - ALX-Fill Model TA-£60 Twin Auger Filler Jok/Serial #80414

 |nonuccrLNG

[ Joeoter1 | foewers

T OrTONAL SILER SEFRENCE OATA PHS GROUPTNC -DK L60015!5/LSM3546
36126284
EILING QFFICE COPY — UCC FINAMCING STATEMENT (FORM UCC1) (REV. 05/22102)
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INVOICE

dibra
L R
All-Fill Inc. Invoice Number ! 09-053
418 Creamery Way Customer Code: BEKT
Exton, Pa, 19341
610-524-7350 ) Cr Date: 3[26/0?
Bill To: Ship To:
OFC Capiltal-Corporation PHS Group
576 Colonlal Park Drive, Suite 200 502 Malnh Avenue
Roswell, GA 30075 - Colgate, N 58046
T4
Contact: Bruce Satrom
Telephone: 701-845-2908
Salesman | Purchase Order No, Ship Via. F.0.B. Terms
30 265 Best Way Exton 504010
Quantity Description Uinit Price] Amount
One All-Fill Model TA-600 Twin Auger Filler $67,875.00
Per Quiote #08-JM-01730A
50% payment prior to shipment $33,837.50
50% payment dua on delivery $33.937.50
JOR/SERIAL #80414
Total Invoice $67,675.00
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ofe Capital Corporation EQUIPMENT FINANCING AGREEMENT

578 Colonial Park Drive, Suite 200
Roswell, GA 30075 . ’ Agresment No.: _ 6001598
(770) 687-11568 FAX: (770) 642-4631 Guslomer No.: _ 0081128

("DEBTOR")
FULL LEGAL NAME  PHS Group Inc, and Quality Food Brands, Inc, as Go- FIN PHS:
Debiors FIN QUALITY FOOD:

BILLING ADDRESS 223 Underhlll Baulevard

CITY Syogsset STATE NY . COUNTY Nagsau ZiP CODE 11701
CONTACT _ Malr Faibish __ TELEPHONE NUMBER  (516) 714-8200
QUANTITY FULL DESCRIPTION OF COLLATERAL INCLUDING MODEL, SERIAL NUMBER ITEMIZED ADVANCE
i "I DRB-155 Double Ribben Blender; Bulk bag filling system %110,200,00
1 System B; Bulk Bag Filling System Series 110 D5 Buik Bag Fliling Syslem $14,960.00
COLLATERAL LOCATION
STREET ADDRESS CITY COUNTY STATE Zip TOTAL ADVANCE
317 Wast Front Street Monroe Monroe wi 48161 $1 25! 160.00
ng wilhou! reliance upoR Graditor. CREDITOR MAKES NO REPRESENTATIONS OR WARRANTIES,

Dablor has selected the Collateral based upon Deblor's own JutigmalCh

EXPRESS OR' IMPLIED, AS TC THE QUALITY, WORKMANSHIR, DESIGN, MERCHANTABILITY, SUITABILITY, OR FITNESS OF THE COLLATERAL FOR ANY

PARTICULAR PURPOSE, OR ANY OTHER REPRESENTATION OR WARRANTY WHATSOQEVER, EXPRESS OR IMPLIED, Dsbtors obligations hereunder ase absolule and
any Item of Coilateral or Its sultability for use In Dablor's business,

uncenditional notwithstanding the oxistence, {ocation or cendiion of
TERM OF LOAN | MONTHLY PAYMENT | IN{TIAL PAYMENT DUE DATE ADVANGE PAYMENTS INFHAL PAYMENT
CHECK FOR THIS AMOUNT MUST
AGCOMPANY AGREEMENT -
36 montns $4,118.04 . 2 __ $8,836.08
i X SITE INSPECTION: $200.00
A DO FEE $200.00

i

TERMS OF EQUIPMENT FINANCING AGREEMENT

Deblor end Cradilopligree as follows!

4. SECURITY INTEREST. Deblor heraby grants Gredilor a first priodty and parfecied secwdty inlerest 3. K0 AGENCY. DERTOR ACKNOWLEDGES THAT NO SUPPLIIR OF ANFTER, ANY

oty the Unsform Commercial Cod I the abova proparty (collsclively the "Collalers” and Indvidualy  JNTERMEDIARY, OR ANY AGENT OFHITEIER, IS AN AGENT OF CREDITOR AND FURTHER
THAT NONE OF SUCH PARTIESTS AUTHORIZED TQ WAIVE OR ALTER ANY TERM OR

2n "Nem® or "llem of Collateral™). Svch securly interest|s granled lo secure posformanca by Doblos of 2l

of Its abilgatons hereunder ang undr any other present of fulwre agreement with Cieckilor. Dablor shall  CONDITION OF THIS AGREEMENT. NO REPRESENTATION AS TO ANY MATTER BY ANY
Irswe that sush security Interest Is ahd shadl remaln a sole first prority tien and secunty Imerest. SUCH PARTY SHALL BIND CREDITOR OR AFFECT DESTOR'S DUTY TO PAY THB

) INSTALEMBNT PAYMENTS AND PERFORM 118 OTHER GDLIGATIONS HIREUNDER.

2. PAYMENTS. Deblor pronisss to pay (o e order of Creditor the Total Advance ameunt Inckcated

above, plus 81 applicable Inlersst thereon and other chasges due hedeunder from Gme 1o tma, In e 4, WON CANCELLABLE AGREBMENT; PREPAYMENT; HO OFFSET. THIS AGREERIENT IS
Menlhly Payrent amount and lor the number of months n the Tem: of Loen, each a8 Indcaled above..  NON CANCELLABIE BY DEBTOR FOR ANY REASON WHATSOBYER, DEBTORMAY PREPAY
Tha first such paymant will be payebia on the Inifal Payment Due date indicaled gbove and @ [Ke sum  THEINSTALLMENT PAYMENTS ONLY IN ACCORDANCE HEREWITH. ALL PAYMENTS

wil ba dus on the like dele eath month th flet tnit all ; der are fully pald;  HEREUNDER ARE TO BEMADE WITHOUT OFFSET, DEFENSB QR COUNTERCLAIM.
ovided, hewaver, thal the final inslatiment will be i the arnount of the thea remalning unpald Total

Advanca plus accued Interest end other charges then dua herewnder. Advance paymeits shal ba 5, FINANCING, THIS AGREEMENT 15 SOLELY A FINANCING AGREEMENT, CREDITOR HAS
appied to the lag Inslaiment payments in reverse order il exhausted; provided that If there 15 a HAD O INVOLVEMENT IN THE SELECTION OR PURCHASE OF, AND HAS NOT MADE
gelault, any payments under this agroement masy be applied to Deblor's sdigation to Creditod I such  AND HEREBY MAKES KO AGREEMENT, REPRESENTATION DR WARRANTY A4S TO ANY
oider 88 Cradior chooses, 1n the event thal Deblor requasts, end Creditor agrees lo aliow Deblor (o pay  ITEM OF COLLATERAL, .

s instrument off prior {0 matusity, Deblor shall pay o Cradilor an eary lerminatlon servita charge equsl

to five percsnt (5%) of the remalning principle amatnt due, Tn &dbon to all other intarest and charges - SEE PAGE 2 FOR ADDITIONAL TERMS AND CONDITIONS WHICH ARE PART OF THIS
that have accried Up until the date the obigation 1s paid, AGREEMENT,

This agresment [s effeclive only Lpon executon by an authized officer of Credilor following Debtor's execution herenf, and upon execution Crediior shall fund tha Total Advancs, Deblor hareby authodzes
Crodicr lo disbures the Total Advanca as fohows: §$125,160.00 patd direcily to Vendorg] after [nstaliation, Dallvery and Acceplance, Verbat Veriicallon, and Inspection.
Cradtor raserves the right Lo pay (e applicabla pordont of the Total Advance joinly to any party nol spetifiedin 10 preceding senlonce with & security interosdin an ltem of Collalesal.

Debtor hereby acknowladges end agn?fs thal the proceeds of 1his Equipment Finanding Agraemont Wil b used for commencial or business purposes and Wi not be used for pesonal, ferly of fousehold

pUpOSES.
(DEBTOR)

{CREDITOR} 3
OFC CAPITAL CORPORATION PHS Group Ing, and Quallty Food Brands, Inc., as Co-Deblors

BY X
M Fai , Chisf Executlve Officer of PHS Group Iac.
DATE ply;h a/g? :i‘

. 2

BY W
Signature  # .

Meme and Tﬁ'e har "F’j’/ ram b BY x g
EV Richafd Cohen, President of Gudilty Food Brands, Inc.
DATE 10 -A)~09 . DATE f’//é 2 G
Z Fa -

N
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6, LOCATION; INSPECTION: USE, Treblor shall keep, or, 250 2» item whick i movable, prmancnily garage
and pol remmass from the Uniled States, a5 appeoprisie, sach flem of Collateral in Geblor's pessession and conlrol of
\he Collaterni Location or at sueh other Jocation fo which such [em may havs besn maved with the prior wiilten
corstnl of Creditor, Upoa sequast, Debior shall sdviss Credlior as to the exict location of an ilem of Collateral
Crediter may inspest the Collaeral duting normal busingss hours and enter tha premises whers the Collzieral mey
s located for such purposes, Bech e shall b used solely for rommercial or business purposesand cperated in a
carefal and proper manner and I commplinnce with all spplicable governmental requitements, all requiremeats of
fnsuisnce policies earriad hereunder and 2ll manufecturer's instuctions and wassanty requiremeals.
7. ALTERATIONS; SECURITY INTEREST COVERAGE, Witheut Credilor's prof wiillan consent, Deblor
3hall pal maxe any allarations, aodiens of improvements to an [tem of Collalecel which davad fromils
econamlc value or Aimeonal wlty, All adfiions and Imprevaments mada 1o en ltsm shall be desmed
accessions Mereto, nd shall riot ba removed IE removal would Impair the llem's ecostonye value or
functional LUy, Credilor's security interast shalk cover sl modificalions, accessions, addions to and
replacements and substitions for the Colateral, Debler vk not rrake any replacements of substitvlions
withou! Crecklor's prior wiillen consent. E

corition end working ordet,

8. MAINTENANCE. Debler shall malntaln e Collateral In good repalr,
Deblor shall cavse & repairs required to malataln the Collateral In such condition lo b2 made promptly

by qualified parfes, Deblor will cause vach Hem of
available 1o ba covered by such @ contiact wiich pravides coverages typical as to propery of tha type

Imvolved and Is fssued by a compatent seriong entty.

1. LOSS AND DAMAGE: CASUALTY YALUE, In the svent of lossg, thefl, destruction or raquisition of or
gamaga ta an ilem of Collalersl from any cause Deblor shal give Credilor peompt viillen notice thereof
and shas theraafier place tha Hlem In good repalt, condition and workdng orden; provided, bowever, that if
such flem is delermined by Cradior [o be lost, siolen, destoyed o damaged bayond repalr or is
recuislfonsd o suifers @ consiuctive total Toss under an Inserance pallcy canted hereunder Datstor shal
pay Creditor tho "Casually Vilue™ of auch fiem which shall squal {a) any emounts dug al the fme of euch
paymént and {b} each future [nstaiment due or o become due with raspect 0 such item discounled st
elghl percent (8%} par annum slnga fnterest from the date gue o tha date of such payment

16, TITLING, If requasted -by Crediter, Deblor shal cause an llem of Collaleral sublect o litle
regslralions laws to be ted as diecled by Croditer, Deblor shall adise Creditor promplly a5 to any
necessary reliting, Deblor shal cause a1 documents of ita to ba fumished Credilor within sy (60)
days of tha date of any tting effecled by Deblor,

11. TAXES, Dablor shall when fue pay sndvmako fifngs with respect o 8l laxes, feas, induding
| 1ts based on the ownership or use of the

ot ot in Crediter's possession, In & commerclally reasonabls manner al public of prvale salp al any '

placo deslgnaled I such notice and appty the nat procaeds of such sale after deducling ail cosis of
such sale, Induding, bul not Brited to, sosts of franspostation, tfepatsession, slorego, fefurtishing,
advertising and brokers fees, 1o the obigallons of Deblor hereunder with Deblor remaining llable for
any ceficiency end with any excess being refumed (o Deblon or {8} ubkze eny other remedy avalabie
under the Uiniform Commarcal Code of athenwise to Crecilor,

AR remedies are cumabive. Any sale may be adjourned by announcement al the timo ond piece

appeinted for such sala Witheut fucher published notice, ant Credifor may ba permitted by law to bld
and becoma the purchases el any such sale.
17. LITIGATION EXPENSES. Debtor shal pay Crediter It cosls and axpensas nol offset os grovided
In paregraph 16, induding repessession and aloinoys’ fees and courl costs, Incured by Creditor in
enfordng this sgreemen?, This oblipzton Inciudes the payment of such ameunls whether an aclion is
filed and whather an action which s fied Is dismissed.
4B, ASSIGNMENT. Withoul the prier wrillen consent of Credilor, Deblor £iat nok sel, lease or creals
of il any len other than Credilor's security Interest agalnst en ttem of Coliateral or assign any of
Deblor's obligalions heraundey, Debtor's obilgations are ot assignable by gperation of [aw. Consent
1o any of o foregoing applles only In the ghven Instance.

Cradlor may asslgn, pledga or elherwise Yrensfer any of is fights hereunder withoul notice 10
Debtor. If Debtor Is given notice of any such assignment, Deblor shall acknowiedge recelpt thereot it
wrilng and shell thereatter pay any amounls due hereunder B5 diracled In the nolive. Tho rights of an
assignae lo amounts dua hkereunder shall ba ffee of eny daim of dafense Debior may have agalnst
Creditor, and Deblor atvees not to assert agalnsl en assignen sny dam of defense which Debler
may have agains! Credior,

Sublect to the Foregeing, Whis agraement Inures o tho benefil of, and Is binding upen, the helrs,
feg persond (o ativas, and assigns of he parties.

18, MARKINGS; PERSONAL PROPERTY. Debler shali mark the Colleloral of its Jocatlon 8%
raquested by Gredior to irkicate Creditors securdly Interast. As bebtwsen tha parfies the Collalers!
shall st all mes ba deemed personalty. Debier will provide Credilor any real propety waivers
raquosted by Creditor 85 fo the real property where anitem of Collateral [ o5 to ba focated.
20, LATE PAYMENT, If Deblor fails to pay any emount i be pald horeundsr with In five (5) days of
\when de, Deditof Wil pay Creditor: (5) 2 l=ta charge equal 1o 10% of éach such lata payment {or such
Tesser rale as |5 tho maximum rate alcwable undar applicable Jaw) (b} smounts Cradiler pays olhers
in comection with tha collection of the payment, and (¢} Talerest on such urpald amount from the date
¢dup unti poid at the lasser of eighleen percent (18%) per amnum or the highest rale pemilied by
ppicabis law. Ho more than a single charga under this subparegraph (a)} witf be duw In any given

[ finas, end othar g
Cofaleral and shal pay as drecled by Gredlor of reimburse Greditor for all olher govemmental C 2|
Shont,

assossments (including gross recelpls laxes bul exelusive of Federsl and Stalo laxes based on
e Collaleral or othaswise related hasolo,

Credlors nol Income) ielated 10 amounls due herdunder,

Fifings wilh respecl to such olber assessments shat, al Creditor's option, be made by Credtor or by
Dxeblor as direclod by Creditor.

12, INSURANCE, Deblor will provide and malntain st Doblor's own_expense; (a) property insurence
aganst the loss, theft, damags o desbuction of, or damage (o, the Equipment for iis full replacament
vilus, neming Creditor as Ioss payee, aad (b) public llabllity and third pasty property inswrance, naming

Credlor as an additonal Insured, Deblor will give Creditor certificates or olner evidance of such
) tabis 10

24, SECURITY INTEREST RELEASE. AL such fime as Ihere Is no eutstanding obigation secured
heteby [ncluding obigations under other agreements contemplated under paragreph 1) Credier shal
provide Deblor such lemminalion stetemwants related o the Coltaterzl as Debtor shall reasonadly
requesl, Deblor shalt be rasponsible 107 tha fitng of each such lerminalion stelement.

22, COMPUANGE WITH LAW. Deblor and Graciier Intand to comply with a7 appicable laws, IR 18
dolormined that paymenls undar this Enuipment Finanding Agreement resyit [n an inlerest payment
lgher than that sliowed by applicable law, then any excess Inlerest eolecled wit be applied to the
1 of princpal and Infesestwil ba charged et the rele atlowed by ks,

insurance when requosied, Such Insurance wil ba In a form, amount ard with comy P
Creditor, and will provide that ws wid be glven 30 days advance nalics of any cancallation of maleried
of such Insuranos, If Deblor doas nol ghve Credilor evidence of Insurance accoptable o Craditor,
wo-hava the right, but not the obiigalion, to eblal Inswance from an Insurer of our choles, induding an
inswrer et is our affiale, Wo may add the cosls of acquling and malntainiag such Insurance
{cotleclivaly "nsurance Charge”) to tha ameunts dua from Deblor unidar (s Agreemant Deblor Wil pay
such Insuranca Charge In oaual inslaiments siiocaled fo the remaining Agreament Paymonts (plus
Interest on such aiocallon at 1,6% per month of, If less, the madmum rele afiowed by law) If wo
purchass Tnstrancs, Deblor will cooperste with owr Inswrance agenl wilh respect o tha placement of
Instrance and the processing of claims, Nothing In this Agreement wil creale en insurance relabonship
of any iype behveen Crecior and any alher parson. Dabior acknowiedges that we ere not required fo
securs 0f malntain any Insurance, 2k wo will not be Gakie to Debler if we terminale any Insurance
coverage thal'wo amenge. if we teplace or rendw any Inswance ge, WO 818 tigoied
pravide replacement of renewal Coverage under the same terms, costs, limils, o condiions as the
Previeus covesage,
13, CREDITOR'S PAYRENT. If Deblor fads to f)eﬁotm any of 12 obligations hersunder, Gredior may
poform suich ohilgaton, and Deblor shall (a) reimburse Croditor the cost of such perfbrmancs and {®
pay credllor the servico tharge conlemplated in pafagraph 20,
14, INDEMNITY, Osblor shall Indemaify, defend and hold Credilor harmiass against aty cialrm, aclion,
Nability or expanse, Inciuding ativiney's feas and court casls, incured by Credilor related 5o this
agreement. Whito It Is not anteipaled 1at Groditor shall have any Nablily for lers relpled to the
Collalersl, thls Indemmty covers tort procesdings Induding any stdcl Nablily deim, any clam under
anolher heory refaled 1o lalent or viher defects and sny patent, tademark or service mak infringement
clainy Thiy indemnity syl sunive terminaton of this Agieement.
15, DEFAULT. Any of the folloaing consilules an avenl of deleult hereunder: {8) Debter's falure 10 pay
any amount hersunder, wilnin five (6) business days of when due, o] Deblor's dalaut n peotming any
other ebligabion hereunder of 1mdor eny acreement batween Dablor and Creditor lo iikiude, hut rel
limited to Lease Number 6001516 wilh OFC Cepltel Corporation as Lessor and PHS Group Jac., as
Lesses; (c} dealh or pdicial dedaration of heompatensy of Deblor, If an individual; {d) the filng by or
agsinst Doblor of o peltion under he Bankrupley Coda or under eny oter insoivency laew o Jaw
providing for the refiel of deblors, Incudding, without limitatien, & palition for reorganization, agresmant o
extenson; (s} the making of an assigamant of & substanlal porion of |18 assels by Deblor for the benafit
of credklors, appointment of a recelvar of busiee for Deblor or for any Debior's assels, Instivion by o
agains! Dobtos of any otiier type of Insoivency procesding of ciher procoeding coatomplating selBement
claims agalnst or winding up of the affeirs of Debtor, Debler's cessation of aclive business altalrs or the
making by Debler of 8 fronster of & mateda portien of Dablors assels of inventory net in the crEnary
course of businass; () the oecarrense of an evant desaibed In (), (d) or {8) as to a guarantor of other
surety of Deblor's obligatons hereunder, (§) eny misreprasentation of a material fact & cannecton
hereaith by or on behalf of Deblor; (h} Deblor’'s default under & Ipasa or agrepmen! providing financlal
accommedation with a thind party; of (/) Credilor shal in good falth deem iself insecurs as 8 result of &
maleriat adverss change In Deblers finandal condillon o elherwise,
16, REMEDIES, Upon the oceurmanca of an event of defautt Croditor shail have tha rigits, optoems, duties
ang remadins of & secured party, and Deblor shall have the rights and difias of a Dablor umfer the
Uniforra Coramercla) Code {regardioss of whalher such Code or 8 Tarw similar tharalo hs been enaciad
I & prisdiclion whareln the rights or remedies are asseried) and In coanaction therewith Creditor may:
{a) dedlarn all sums dus hereunder i be Immediately Gue and payabla and to coflect ihe Casuslty Valoo
oF 5uch lasser amount 25 may be set by fw lmmadialely dus and payabio wilh respeclia 2y of af {tems
of Collatera withoul potica Or dersand o Deblor; (b} 1ake possession of end, If deomed appropdale,
rancor unusabia any or 2l ems of Collaters!, witheul demand ot nudcs, wherever loeated, without any
process of law ond wilhout iabiRy for any damages by such 1aking of possession Includng damages (o
contents; (¢} require Deblor lo assemble eny of a? llems of Coltateral al a location in reasonsbie
proxrily {o thell designaled [ocation hereunder: (d) upen notioe lo Debler requred by lew, sell or
occasloned otherwise dispose of any llems of Colaterd, whethes

D500, dos Rev. 12/05
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23, ADDIFIONAL DOCUMENTS, Deblor 6had, al s own cost and expanss, pravide te Craglor such
financing slaternents and similar dogumants as Credilor shal request, Deblor suthorizes Creditor
witers peritted by law to make ABngs of such decumens wilhoul Debtors signature, Debior granis
to Creitor & specific pewer of altorney for Cradilor to sign and e on Deblor's behaf any desument
Credilor daams necassary lo parfect or prolect Credilor's bnlerest In the Gollaterat or pursiant lo the
Unifeern Commerdal Cods, Deblor fusther shat fumish Cradiler (2) & fiscal year and finendal
stetement including baence sheat and profit and loss statement withlst one hundrod beenty (120)
days of tha dose of each fiscal year and (b} such other Informabion and documents not specifically
mentiored herein retative 1o this agraemant 85 Creditor may request. Deblor shall refnibwrse Creditor
tor dl seach and flling fees Incurred by Creditor refated hereto.
24. NOTIGES. Nofices shall ba in wiitng and suffidant If mefled to the parly Invoived, United Stales
mall first dass poslage prepald, &t ite respective addrass set forth above of al such other address as
such party may provide on notice In accordance herewdlh Nollca sa piven shall bo efiective when
mailed, Debler shat premply nobly Credtor of any change in Doblor's address.
25. GENERAL. This agresment constitites the entire agreament of the parties 88 (o the subject
rmalier and shall not be amendad, aitared or changod excep! by a wilien agresmant signed by the
rtigs, Any walver by Cradlor must ba In wrillng, and foroearance shall nol constitto a walver,
naver tha contexl of his sgresmant requires, e nevter inciudes the masculine of feminine and
the singular ncdludes the plural. If there Is fore than one Deblor named In thls agrenrnent, the lisbitity
o each shall be joinl and several, The Slss to the parsgraphs of this sgreament are solely for the
converdence of the palies and are not an &ld In the Inlerpretation. THs epreoment shall be govemad
by the law of the state of Georgla, Venue for any action related {o this agrasment shail ba n any state
o« Taderal cowt In the stele of Geoigha, Any provision daclared invalid shall bo deamed severzble
from the remaining provistons which shiad remaln In full forte end effect Time 19 of tha essence of this
agreemant, The chligations of Deblor shalt survive the release of the security Inlevest in e Colaleral.
26, DEBTOR'S WARRANTIES, GEBTOR CERTIFIES AND WARRANTS: (8) THE FINANCIAL ANO
OTHER INFORMATION WHICH DEBTOR HAS SUBMITTED, OR WiLL SUBMIT, TO CREDITOR 1N
CONNECTION WITH THIS AGREEMENT 18, OR SHALL BE AT THAE OF SUBMISSION, TRUE
AND COMPLETE, {b) THIS AGREEMENT HAS BEEN DULY AUTHORIZED BY DERTOR ANO
UPON EXECUTION BY DEBTOR SHALL CONSTITUTE THE LEGAL, VALID AND BINDING
OHLIGATION, CONTRAGT AND AGREEMENT OF DEBTCR ENFORCEABLE AGAINST DEBTOR
™ ACCORDANGCE WiTH 115 TERMS, AND () EACH SHOWING PROVIDED BY DEBTOR IN
CONNECTION HEREWITH MAY BE FULLY RELIED UPON BY CREDITOR NONWITHSTANDING
TECHNIGAL DEFICIENCY IN ATTESTATION OR OTHERWISE. THE FERSUN EXECUTING
THIS AGREEMENT ON BEHALF OF DEBTOR WARRANTS THAT PERBONS DUE AUTHORITY
TO DO B0, DEBTOR FURTHER WARRANTS THAT EACH ITEM OF COLLATERAL SHALL AT THE
TIE GREDITOR FUNDS THE TOTAL ADVANCE BE OWNED BE DEBTCR FREE AND CLEAR OF
LIENS OR ENGUMBRANGES AND BE N GOOD CONDITION AND WORKING ORDER.

-

DEBTOR HAS READ AND AGREES TO ALL ITEMS ON THIS PAGE 2CF 2

inls




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-Debtors

. quipment Serial Numb
DRB 155 Double Ribbon
| Blender; Bulk bag filling

system

317 West ront tnaet
Monroe, WI 48161

System B: Bulk Bag Fillilng
System Seties 110 DS Bulk

317 West Front Street
{ Monroe, WI 48161

Bag Filling System
Cy
Creditor: OPG\ Capital Corporauo;h Co -Debtor; PHS ,Grq% y Inc /,?
Name: h a,m—a/f I vamb Name; Mair Faibish
Title: BvEe . Title: Chief Executive Officer
Co -Debtor: Quahty/gpd Bya’n;is, Ingey /
Name: Richard Cohen
Title: President

576 Colonial Park Drive, Suite 200

Roswell, GA 30075




EXHIBIT “A”

ot Two



0 fb capital corporation
er

ACKNOWLEDGEMENT AND AGCEPTANCE OF EQUIPMENT BY DEBTOR

EQUIPMENT FINANCING AGREEMENT NUMBER: £001598
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, Georgla 30075

DATE OF AGREEMENT:
EQUIPMENT DESCRIPTION:
DRB-155 Double Ribbon Blender; Bulk bag filling system C»
System B: Buik Bag Filling System Series 170 DS Butk Bag Filling System

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 Agreement referenced above, has been received by Debtor from the manufacturer, vendor
or supplier thereof (ccllectively, “Supplier”), in good condition and repair, has been properly installed at the
address set forth in the Equipment Financing Agreement and Is operating satisfactorfly. Debtor hereby accepts
the Equipment as satisfactory In-all respects for all purposes of the Equipment Financing Agreement.

Debtor will make all payments to Credifor as provided in the Equipment Financing Agreament, all without
abatement, set-off, counterclaim, defense or deduction whatsoaver against Creditor. Debtor further agrees that
any rights it may have against Supplier will not be asserted as an abatement, set-off, counterclaim, defenss, or

any deduction whatsoever against Creditor, .

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 al determinations as to the size,
design and capacity thereof, and that Debtor has sefected the Suppiier from whom Debtor I8 purchasing the
Equipment, DEBTOR FURTHER ACKNOWLEDGES THAT CREDITOR HAS NOT MADE AND DOES NOT
MAKE ANY WARRANTY DR REPRESENTATION, EITHER EXPRESS OR IMPLIED, OF ANY KIND
WHATSOEVER WITH RESPECT TO THE EQUIPMENT, AND THAT CREDITOR IS ACTING SOLELY IN ITS
CAPACITY AS A LENDER TO DEBTOR, SAID EQUIPMENT BEING OWNED BY DEBTOR SUBJECT ONLY
TO THE LIENS |N 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 to the
Equipment, all of which are the obligation of Debtor. No defect or unfitness of the Equipment or otherwlse, at any
time shall relisve Debfor of the obligation to pay any payment or any other obiigation 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.

Debtor acknowledges that Creditor is not

Co -Debtor: PHS Gy c, —7
X/ 27 L
Name: Mair Faibish
Title: Chief Executive Officer

Co -Debtor; Quality Fogd Brandgene. o /
| X Lo gt Py 2
Name: Richard Cohen ‘
Title: Pn’egident




0 f C Capital Corpotation

AMENDEMENT TQ SCHEDULE OF EQUIPMENT
TO THE EQUIPMENT FINANCE AGREEMENT NUMBER: 6001598
DATED BETWEEN .
OFC CAPITAL CORPORATION AS CREDITOR
AND PHS Group Tue. and Quality Food Brands, Inc., as Co-Debiors

corate e &n Location
One (1}~ 42N0O525 317 West Front Street
#106158 Ribhon Blender” Monros, WI 48161
One (1) — Systemn A Scale 317 West Front Steect
Bopper Bquipment Monroe, WI 48161
. _ ‘ : &
Creditor; OFC Capital Corporation Co -Pebtor:  PHS Group Inc,
' . _ X .
Name! ' - . Name; Mair Faibish
. Title: - : ) Title: Chief Executive Officer

Co -Debtor: Quali od Brands, Inc.

X' W P st > a2 j
Name: Ri¢hard Cohen Ay
ol A

Title: President

576 Colonial Park Drive, Suite 200
Roswell, GA. 30075




02 C capital corperation

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 Corporatioh
' 576 Colonial Park Drive’
Suite 200 .
Roswell, Georgia 30075
DATE OF AGREEMENT:

EQUIPMENT DESCRIPTION: ,.
One (1) — 42NO525 #106158 Ribhon Blender €

One (1) ~ System A Scale Hopper Equipment

We, the Deliter, hereby acknowledge that as of the date indicaied below, the equipment described in and granted
as collateral fo you (“Equipment?), the Greditor, for purposes of and pursiant to the lerms contained in the
Equipment Financing Agreement referenced above, has been received by Debtor from the manufacturer, vendor
or supplier thereof (collectively, “Supplier”), in geod condition and repair, has bean propety instelled at the
address set forth in the Equipment Financing Agreement and is operating satisfactorily, Debtor hereby accepts
the Equipment as satisfactory in all respects for all purposes of the Equipment Financing Agreement,

Debtor will make all payments to Creditor as provided In the Equipment‘ Finangcing )-\greemérit, all without
abatement, set-off, countsrelalm, defense or deduction whatscever sgainst Creditor. Debtor further agrees that
any rights & may have ageinst Supplier will not be asserted as an abaternent, set-off, counterclaim, defense, or

any deductlon whatsoaver against Creditor.

Debtor acknowledges that Creditor is not the Supplier of the Equipment nor the Suppliers agent or a desler.
Debtor furlher acknowladges that it has selscted the Equipment and has made afl determinations as to the size,
design and capacity thereof, and that Debfor has seiected the Supplier from whom Debior is purchasing the
Equipment. DEBTOR FURTHER ACKNOWLEDGES THAT CREDITOR HAS NOT MADE AND BOES NOT
MAKE ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, OF ANY KIND
WHATSOEVER WITH RESPECT TO THE EQUIPMENT, AND THAT CREDITOR IS ACTING SOLELY IN iTS
GAPAGITY AS A LENDER TO DEBTOR, SAID EQUIPMENT BEING OWNED BY DEBTOR SUBJECT ONLY .
TO THE LIENS IN FAVOR OF CREDITCR. |t is agreed that Creditor shall have no obligation to install, erect,
test, adjust, repair, or service the Equipment or have any other obligation whatsvever with respect to tha
Equipment, all of which are the obligation of Debtor. No defect or unfitness of the Equipment or othetwise, at any
time shall relieve Debtor of the obligation to pay any payment 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 F Bmds/hlc./ / 2 T
Name: Richdrd Cohen
Title: President . L,
DATE: 12 /24fp 9
7 /,ﬁ P4
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ADDENDUM “A®

THIS ADDENDUM “A¥ IS ATTACHED HERETO AND INCORPORATED HEREIN TO THI
EGUIPMENT FINANCE AGREEMENT NO, £001598 BETWEEN QFEC CAPITAL CORFORA TIoN

(“CREDITOR"y AND PHS Group Jue, (“DEBTOR™) AND CONSTITUTES A TRUE AND
ACCURATE TERM, PAYMENT, AND EQUIPMENT COST:

PAYMENT SCHEDULE

CHANGED FROM:

Equipment Cost: C § 125,160.00
Leage Term: ’ 36 months
Lease Payment: $4,118.04
Number of Advancs Paymentis: 2 -
Total Advance Lease Paymenis: $8.236.98
Sales Tax on Advances: NO TAX ON EFA
Documentation Fee: $200.00
Site Inspection Fee: $200.00
Total Amonut Pald at Lease Signing: $8,636.08

' CHANGED TO:
Equipment Cost: $120,320.00
Lease Term: 35 months
Lease Payment: 1 Advance of $8,236,08

Mumber of Advance Paymenis;

followed by 3Y @ §3,948.14
1

Total Advance Lease Payments: $8,236.08
Sales Tax an Advances: NO TAX ON EFA
Documentation Fee: $260.00
Site Inspection Fee: $200.00
Total on Advances: $8,630,08
Less Checl #2826 date 8/10/09 ($8,636.08)
Balance Due: ' $ 0,00
Creditor;  OEC Capital Corporation Co -Dobior: PHS GeeppIne.
e £y
Bl = = R0
Name: ‘o r-iy K ramb Name: MairFaibish
Title: EVE Title: Chief Executive Officer

Riligk

Co -Debtor: Quahtyl’:‘,/opd Bfan%, Inog i /@// ‘

Name:

Richard Cohen

Title:

President

576 Calonial Park Drive, Sulte 200, Roswelf,
Phone: {800) 336-4%49
Prx: (800) 942.4631

Georgia 30075

Cr




UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS (front and back) CAREFULLY

[A-AVEE PRONE OF CONTAGT AT FILER [optonall
Phone: (800} 331-3282 Fax: [B18) 662-4141

B. SEND ACRNOWLEDGEMENT TO: {(Nome and Addross)

UGG Direct Services 19782755
PO, Box 28071
Glendale, CA 91209-8071

NV, Sacretary of Siate

UGC Diract Services
Reprasenlallen of filing

This filing Is Completed
Flie Number : 20090$9291-8
Fhie Dale : 13-AUG-2008

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

1 DEATOR'S EXACT FULL LEGAL TOVIE - inser caly ona deblor name{1a or 1b) - do nel ghbraviale or cenbing nawes
16, ORGANIZATION NAVE
. PHE Group, Inc.
Ok b, INDIVIDDAL LAST HAVE FIRST NAVE MIDOLE RWUE SUFFIX
1e. MAILING ACDRESS CITY STATE | POSTAL GODE COUNTRY
223 Underhiil Blvd, . Syosset NY {1791 A
10, SEF (NATRUGTIONS ALDL INFO RE | T, TYPE OF ORGARIZATION | 11, JURISDICTION OF ORGANIZATION 19, ORGANZAHONAL ID&, ¥ any
GRGANZATICN ICorporation NY T
DEETOR NONE
2 ADDITIONAL DERTOR'S EXACT FULL LEGAL NAVE « insartonly onn debtor name{2a or 2b) - 3o not sbiveviate o combing namos
25, ORGANIZATION NAVE
[Quality Food Brands, Inc.
R OVIDURL LAST HAUVE " JFIRST RANE MDOLE NAME SUFFIN
70, MATLING AGPRESS €133 EYATE[ POSTAL CODE COUNTRY
317 Wast Front Street Monroa Wi 8161 USA
2d. S RUCTIONS ADD';:‘NZFAO RE éa. TYPE Dr ORGANIZATION rlilv JURISIRCTION OF ORGANIZATION 2g. CRGANIZATIONAL IDY, Il eny
CRGAHZATICN [Corparation -
) A P E0477632006-0 [Clnovs
3.SECURED PARTY'S {or HAME o1 TOTAL ASSIGNEE of ASSIGNOR 5P| - insart orly one secured parly name {3a or 3b)
3. CRGANIZATION RAVE
OFC Capltal Gorporation
O TWDNIDUAL LAST HANE FIRET NANE MIDDLE NANE BUFFIX
¢, MAJLING ACDRESS CITY STATE ] POSTAL CODE COURTRY
576 Colonial Park Drive, Suite 200 IRoswsll GA 0TS USA

4. This FINANC-NG STATEMENT oinwws Iha fol.owing colsters

{ - DRB-188 Double Ribhon Blender; Bulk bag filling system, 1-System B: Bulk Bag Filling system Serfes 110 D5 Bulk Bag Fllling System

§ ALTERRATECESIGNATION [ 9iicobtel [ | pocermsson || CONSIGNEEICONSIGNOR SELLER/BUYER AGLIEN NON-UCC FIUNG
3 “This FINANCING STATEMENT 3 b 1 led {For secov Eeof n fie R Check o HEO.UESTS G REFORT ) on Oebici(s
Sl e e T R 9 TABDITIONAL FEE] ) A1 Debocs | Detor1 |_f petiors
SOPTIONAL FILER REFERENGE UATA.  PHS OFC
37987008
UCC Direci Serviess [1.62)

FILING OFFICE COPY - UCC FINANGING STATEMENY [FORM UGGH) [REV. 0502i02)

UL SO IO L0 D500 k) MR BER S




UCC FINANCING STATEMENT AMENDMENT
FOLLOW INSTRUCTIONS {iront 2nd backj CAREFULLY

A. NAYR & PHONE GF CONTACTAY FH.ER[&p(lonall
Phono (B0D) 331-3282  Fax (818) 662:4141

R X O EGERENT TOn (o st W Adoreert 13086 OFC GAPTTAL Filed in tic office of §ﬁncumm imter

: — -2008025415-8
r _—] il A ‘Filing Dto and Tima
206582641 Ross Miller “40/22/2009 7:17 AM

. CT Llen Solylions S o Srate
. ary
P.0. Bax 29{,)71 NVNV State of Nevadn
Glendals, CA 91203-9071
L- . —I THE ABOVE 8PACE §9 FOR FILNG OF FIGE USE ONLY
18, INITIAL FINAKCING STATEMENT FILE ¥ B Ty ENANCHG STATCHERT NASHDLENT 5
DUBCHHE91-8 13-AUG-200D 8§58 NV mﬂ;g' l:c;éu’?écuﬁ o%g?wq)hm
TERMINATEON:  EAotévenass of tho Flancong Statement kionbiod pbove ks irminothd vin [spoct 1o Sp0WRY ifuraal[s) of the Secured Party g this ¥
s Contention Shalpment i

3 DCONTINUA'!’IGN.' Efectwaness of Ihn Fipnging Sialemend idtabiad abovy wik tespoct (o i sacunty ke eais) of e Sacured Pty
ot R B2 eIOonal PEFRD Provded By oppictie Law
ASSITNMENT (841 or partial) Givey naine of aseknes i fTact 74 of Tb and podress of assianes in 7o, and also give name of eegigior in lem 9.
B, AMENDMENT (PAFYY IMFORMATION): Thiy Amendment aflects Deddar o Guewrod Pacty ol record, Glreck only g ©f Uvess twor boxss,
- Also check ¢ the folkmdng thes boxes and _provide sppropale Information n flems & elior 7,
cm@mﬁfm&fuaﬂ "4 veand, ghee DELETE reme: Giva racord ravive ADD noma: Complele em 7x o Th. 803 0hso

s Givie orrint ecodd rasia i dwn €3 or $h; alto e
. e {f rarne change) ' e Ta or 7B prd/or nevy addread (2 addvesy changi) iy lem 7e. o be doleted i Merr Fa or B, = Uesn 7o N0 Compiol» isne 7o-7g 0 pppicabie}

6. CURRENTRECORD MFORMATION:
5. DRGANZATION S RAME R
R RONDUALS LAST FANE g I‘r"r‘m‘ FHAWE WG HAME BUFFIR
7, CHANGED (NEW] Ot ADDED INFORMATION:
Ta. GRGANCATIGHS NAME
O e T DNOUA L LAS TAME FIRET HANE MINDLE RAME SOFFIX
Te, MALING ADBRESS GiTY STATE  [POSTAL TODE COUNTEY
7o SEE WETRUCTION OO FORE — T o TVRE GRCAIEATION ™ 7L JURSECTION OF ORGAHEATRN [T GRGAMEATRAGL D& v
ORBANIZATION ' .
DETOR [ one
. & AMENDMENT {COLLAYERAL CHANGE}: ¢heck only ohe_ bo ’
e Describscokateai] | dsietodor [ added, orghe en cotibma) deveripiion, of dessrib whlmD TG

- One {1) - System A Scala Hopper Equipment with aftachements and accessorias as §sted on Imvaice #213082 from the Vender
Bhick Tube-veyeor dated 10/07/0¢ attached herato and mads a part here of AND One (1} 42NO525 #105788 Ribhon Blander with
altachments and accessaries as Fsted on imolca 106501 fom the Vendor: NDT Food Services dated 8/2172009 attached hersto

and made a part hare of.

., NAME oF SECURED PARTY OF RECORD AUTHORIZING THIS AMENDMENT {rame of sssignor, ¥ this ks an Assigimant), N this it o1 Amendrmant suthorizsd by # Detder whidy
a8 codslersl or ot B oushorizing Db, or if thin s & Termingtion authvoriced by @ Dibior, dheck hera ]| and eter noma of DESTOR wathordting this Anndrnt.

[ea. oRBANGEATINVS HANE

OFC Cagllat Corporation

S, FDOVOUAL S LAST NAKE FIRGY HAME B WOOLE RANE SUFFIX

10, OPTIONAL FRER REFERENCE DATA
20582641 Dabtor Name: PHS Group, Ing, OFC PHS

FILING OFFICE COPY - NATIORAL LICG FINANCING STATEMENT AMENOMENT (FORM UCC3) [REV. 0/2202) Gm' : CA BHP04071 TH OO IR

N0 S A A

Av
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ROSS MILLER

Secrerary af Staic

Jab Npmber
U20091020-0144

Filing DE?criptiun
Amendment

Debtors

PHS Group, Inc.
223 Underhill Blvd,
SyossetL NY 11791 USA

Quality Food Brands, fnc.

317 West From Street
Monroe WT 48161 USA

$TATE OF NEVADA
i

OFFICE OF THE

SECRETARY OF STATE

iling Acknowledgement

Initial Filing Number
2009019891-8

" Document Filing Number

2009025415-8

Secured Pariies

SCOTT W. ANDERSON

Depux Secremary
Jor Cammercéal Recocdings

Qcrober 22, 2009

Date/Time of Filing
10-22-2009 07:17 AM.

OFC Capital Corporation’
376 Colonial Park Drive Suite 200
Roswell GA 30075 USA

The atlached document(s) were filed with the Nevada Secretary of State, Uniform

Commnercial 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 vsed to refesence this document in the futore, '

Nevada Secretary of State

Diane Seeber
Filing Officer

UCC DIVISION:

Tracy Gillespic, Supervisor

200 N, Carson Steeet

Carmon City, Nevade 39701-4069
"Telephone {775) 684-5708

Fax (775) 684-5630




(’.

NDT Food Service ‘ IINVOICE‘ #

6816 Davand Drive
f Mississauga, ON L5T L4 106501

Cenada
Phone: (305) 795-78684 Fax: (885) 795-B216 Date:’ 8/21/2009
' ‘ Paga: 1 of 1

" ship To:

Sold To;

Cuality Food Brands ing.PHS Group Inc Quaiity Food Brands Inc.PHS Group Inc
317 West Front Sirest’ ‘ : 317 West Front Strest

Monras, Wi 48161 . Ce . Monroe, Wl 4B161

usa 1 o o, USA

88372 BESTWAY Net 30 11812

: ROSS

42NOB25 A2NO525 #106158 Ribbon Blander AR T EA 68,600.00 . 68,500.00

Thank you for your order. )
Subtotal ____ 68,500.00
Freight 0.00
: GST 0.00
130573248 Total USSH 66,500.00

Current Amt 30 Days 60 Days 80 Days Total Cutstandin

68500 $6.00 $0.00 $0.00 §68,600,00




Ve

FE—fC/- 528 pon

16-07~'B9 14:38 FRGi-acotf -
\SHICK TUBE-V

4346 CLARY ALYD, KANSAS CITY, MG 84130
TELERHONE: BTG-861-7224 RO 8160211601
. REMITTO:
G, BOX 870400, KANBAS CITY, MQ B45197-9400

8168619344 (| -ZUE  Pddlruel p-sic

INVOICE

INVOICE NQ: 212088

INVOICE DATE; 10/07/2009
SALESPENSON: OPBEN TRRRITORY

VERﬂAL

3

- .m‘.:mv

DUE UPON RECEDT

BULLTO) 1322 SHYP TO! :
QUALITY FOOR BRANDS UATIIY FOOB BRANDE '
PHS GROUP - - gpis GrouR ]
317 W, FRONT STREET 417 W. FRONT STREET
MONROR, Mt 4816t . 4HONROR- HI 48161 .
UsA (tusa
. e . . ‘ e
CUSTOMER PO TERMS | FREIGHT TERMS
| PREPAY AND ADD) ADD

'51 3zo.oa )

o

)




UGC FINANCING STATEMENT :
FOLLOW [NSTRUCTIONS (Iront and bagk) CAREFULLY CT Lien Solutlona

A NAME & PHOKE OF GONTAGT AT FILER {ept ena'| Representatl f Mliry
Phona: {800) 331-3282 Fax; (818) 662-4141 ? on ot
. SEND ACKROVILEGGMENT 10 (Noma and Aaress) This fiiing is Completad
l—— : —] File Mumber : 2008081708549
Fllg Date : 17-AUG-2009
CT Llen Solutions . 19824516

P.O. Box 28071
.. Glendale CA, 91200-9071
- PAPA

File whh! Secretory of CommonWealth, PA THE ABDOVE SPACE IS FOR FILING OFFICE USE ONLY
1L.DEOTGR'S EXACT FULL LEGAL NAME - nsort only ono doblor name{ta er 1b) - do not abbraviate of cambine names

12. ORGANIZATION'S NAME
PHS Group Inc. i I
ORIt NOMBUAL'S LASY INE FIRST NAME W:DDLE NAME SUF
V¢, MAILING ADORESS citY STATE | POSTAL CODE COUHTRY
273 Undarhlil Bouldevard Syosset NY 11719 USA
1d, SEEINSTRUCTIONS ACDUINFORE ] Je. TYPE OF ORGAHIZATION 11, JURISDIGTION OF ORGANIZATION 1. ORGANIZATIORAL DX, if any
onganzation  {CORPORATION PA
GEBTOR : [ sone
2.ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - Insert only one deior rama(2a or 25) - 4o ot abbrevialy of combine names
22, GRGANIZATION'S NAVE
OR o WONIDUALS LAGT NAE FIRST HAME MBDLE HAME SUFFIX
e, KAILING ADDRESS ; CiTY BTATE I POSTAL CODE COUNTAY
26, 3FE INSTRUCTIONS ADDL INFO RE 2c. TYPE OF CRGANIZATION T TURGRGTIGH OF ORCANZATION 25 ORGANIZATIONAL (DK, I any
ORGANIZATION
DEBTOR . [ ] wone
3.SECURED PARTY'S {or NAYE of TOTAL ASSIGNEE of ASSIGNOR S/P) - insarl wnly ora secared patly name {3a or 3b)
3. QRGANIZATION'S NAVE
QFC Capital Corporation
oRr | 35, INDNIDUAL'S LAS T NANE FIRST NAKE WiDDLE NAE ’ SUFFIX
3¢, MAILING AUDRESS STy SIATE ] POSTAL CODE COUNTRY
578 Colonial Park Grive, Sulte 200 Roswell GA 30078 USA

4. This FINANGING STATEMENT covers the Tolfowing collpteralk
1 - DRB-1565 Double Ribbon Biender: Bulk bag filling system, 1 - System B: Bulk Bag Fitling systam Series 110 DS Bulk Bag Filling System

SR TERRATE DZS CHATEGN (1 sppRLabiag |_j Lesseenessor coxsineEcokeGior  |_|eateseator | Jeeiermurer | Jacues | fronuccruns
3 “TRIS F NI STA 0 Ee 1 CS [0 IR AL 7 Cneck D L CUEE T SEARCH REPORT [T on Dablai(s Al Dot
i | l e R ORDS A:»a%me?:émmh feeen “W{ﬁ?ﬁﬁu,b‘a‘zl ° [ [OBITIONAL FE2] [uplws 15n bablate) [_faroesiers | ] cebtors |} pettor 2

LJOPTIONAL FILER REFEREHGE DAT
19824516 PHS - DK (FA) 1.:6001598/LSM:3834

Praparad by C¥ Lien Soufiont |3.22.0)
FILING QFFIGE GOPY - UGC FINAHCING STATEMENT (FORM UCC1) (REV. DN22/02)
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UCC FINANCING STATEMENT AMENDMENT
FOLLOW INSTRUCTIONS {front and back) CAREFULLY

A NAME & PHGIE OF CONTAGT AT FILER [cptons’|
Phone; (800) 331-3282 Fax: (818) 662-4141

B, SEND ACKNOVLEDGKENT TQ; {Name and Addrass)

=

CT Lien Solulions

P.O. Box 28071

Glendnlg GA, 91208-9071 PAPA
p .

—

20583108

|

|13G35 .
Flle with: Secrotary of CommonWealth, PA

CT Lien Solutions
Reprasanlation of filing

This filing is Compleled

Flie Number ; 2009101803448
Flle Dafe : 18-OCT-2008

THE ABOVE SPACE |8 FOR FILING QFFICE USE ONLY

. INITIAL FINRNCING SFATEWENT FILE /7
2009081706849 8/17/2009 SS PA

1b. This FIPAH(“-IRG STATEVENT AMENDMENT b
to b Tied [lor record](or recoided)in the
D REAL ESTATE RECORDS,

2 TERMINATION: Efecitzeress of the Finarcng Staimant kontiied abeva b5 1erminated wiih respect w securly buoresi(s) o/ tho 5(.%4 Party aurerzing ths TerminaZen Statement

3. [ |CONTINUAT:ON: Effnciraness of lna Foarcng Slaterand:cantfnd abova wih raspect i secarly interesl(s) of tie Sacurad Pary authoscng ihs Conlinuslan Statemant i

eerl cortinimd b the addisoral potisd provided by appieab'e hw,

‘.’-EASSIGNM ENT{ filor  parkal J GNeneroeof assigaee ' lemn Ta or To ond address In kem 76! and a'so gve nama of assgrosin llem 9.

5. AMERDMENT (PARTY INFORMATION): Thg Argrrfingniolig:ly
Also check one of the fojowing Lhine kaxos and provide approprale informalion jn items § avdtr 7,

HANGE naTe andlor s2drass: Pipass talor b 1he dalz Ind instruclors
n Jogancs 1o thargl<g fho naTa/Ridiess of @ pasty.

6. CURRENT REGURD INFORMATION

D Deblor or D Securcd Party of oo,

[:] DELETE anre; Giva jatod rame
10 ba daloled W iem Ba or B3

Lheck only oo of theso o boxes.

B ADD nama: Cemplote iom 7o or 7 aad s itam 7g;
dizsq lele Res To-Tg (f apnlitabi).

G0, REANIZATIONS NANE
OR T, TNDWIDUAL'S LAST HATIE FIRST NAME WIDGLE NAME SUFFIX
vl
7. GHANGED (NEW} OR ARDED INFORMATION
2. ORGARIZATION'S NAFE
OR I e RO IBUALS RS TANE FIRGT HACAE VIODLE RAME SUFFIX
e, AALING ADDRESS CITY FIATE j-?osrm GODE COUNTRY
7. SEEINSTRUCTIONS ADDLINFORE | e TYPE QF QRGATEATION 71, JURIBOIGT IO OF ORGANZATION 79 ORGANIZATIONAL DR, I any
OnGANIZATION
REBTOR [} wone

8. AKERDMENT (COLLATERAL CHANGE) chock only oo &oa.

Descrvoa colateral ce'elrd ot i’( aded, of give entre reataled colateral descripbion, or Cescrkie colateral
Fa

EI ays'gned,

One (1) - Bystem A Scale Hopper Equipment with atigchemants and accassories as listed on Invelce #213088 from the Vendor Shick
Tube-veyesr dated 19/07/03 atlached hsreto and made a patt hora of AND One (1) 42NO525 #106158 Ribhon Slender with attachments and
accessorles as Hsted on Involva 106501 trom the Vendor: NDT Food Services dated 82172009 attached hereto and made a par here of.

hegh

[ H s b as A drant d try o Deblor whish
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“Description of Equipment”

ITEM QTY DESCRIPTION

169

105

110

115

120

125
130

SYSTEM A
SCALE HOPPERS FOR NEW MIX TOWER

Lot additional conveying line consisting of 120 ft. of 4 QD aluminum tube for
corn meal and flour convey lines, (6) 4” OD aluminum idng radius 90-degree
elbows for flour and corn meal, necessary compression couplings, 60 ft. of 4 OD
aluminum tube for granufated sugar conveying line, (3) long radivs 304 stainless
steel 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 tubes,
and piston and housing ports. Valve to include heavy-duty alr 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 air eylinder, 110V solenoid, (2) SPDT 110V
limit switches, necessary flexible scale isolation hose. )

Shick carbon steel seale hopper assemblies. The flour scale will be 95 cu. ft.
capacity, and will have a single 4” diverter valve inlet, and the sugar scale will be
50 cu. fi. capacity and will have (2) 4” bottom diverter valve inlets. Scales to
have a minimum 60-degree conical hopper, pneumatic vibrator pad, 12% 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 FIDA. epoxy interior, primer white enamel exterior.

Shick pneumatic vibrator assemblies compliete with filter, regulator, lubricator
with solencid, 110V,

Aeration pad assemblies complete with 110V solenoids.

Shick 12° butterfly valve assemblies. Flour butterfly valve to include cast
aluminum housing, aluminum shaft, and aluminum beveled darper with O-ring.
Valve to include heavy-duty air cylinder with 110V into limit switches. The
sugar scale will include a stainless steel liner, stainless steel shaft, and stainless
steel beveled damper, Also included is 2 heavy-duty air eylinder, 110V solenoid,

and (2) SPDT limit switches, Bach valve to include = stainless steel sleeve ring

adapter, with flexible conmection to mixer below.
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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 interface to the scales. The structural

mezzanine design and fabrication is by others.

107 X 10" extractor mégnet by Tech Packing BY OTHERS.

A
¥

Tech Packaging bulk bag filling stand BY OTHERS,
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“Shick USA Pricing Summary Sheet

Systern A
Scale Hopper for New Mix Tower

TOTAL EQUIPMENT PRICE. .o ssrmsirmsrssenmssssismsmsssmsmmsmsssssmssrsners S5 1,820.00
“Options”

OPTION#1
Shick provides (2) new compression load cell kits and (2) Toledo scale instruments mounted in

NEMA 4X enciosures; : ;
Sales Price AAGIION wr e wisssssssnrss $13,500.00

Mechanical Installation and Electrical Field Wiring -—-Not Included
System Commissioning/Operator Training---Not Included---See Attached Rate Sheet

Freight
Price Addition...... .
(See note 1)

e NOt Included

Taxes _ . .
Price Addition sesssmrerssenmarsssenrene 180 Tnclnded

(See note 2)

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 arrangements 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 TIPS Freight, Vitran, Dugan Current UPS Freight Tariff less 65%
discount
Truckload and Other 53* van, {lat 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
supptiers 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

compelting reason to do so.

NOTE 2: Seller’s prices do not include sales, excise or similar taxes levied by any govemnwment
authority, either foreign or domestic. In addition, fo the prices specified herein, the amount of
any present or future sales, use, excise or other similar tax applicable to this transaction, shall be
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EXHIBIT “B”



CALCULATION

Debtor Name:
Account Number:

Case Number:
District:
Date Filed:

Balance as of Filing Date

Past Due Payments:

0171011 to  01/10/111
Future Payments
02/10M11 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.

8001515

11-70413
Eastern New York
01/728/11

Amount # Due

$ 2.249.51 1

$ 2,249.51 13

$224.95 x 1 month

01/28/M11

$ 29,243.63

$

(996.44)

3

Lo

2,249.51

28,245.19
224.95
20.00

30,739.65



CALGULATION

Debtor Name:
Account Number:

Case Number:
District:
Date Filed:

Balance as of Filing Date

Past Due Payments:

0172111 to 0172111
Future Payments
02/21/11 to 08721112

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.

60015698

11-70413
Eastern New York
01/28/11

Amount # Due

$ 3,948.14 1

$ 3,948.14 19

$394.81 x 1 month

01/28/11

$ 7501466

$

(4,775.90)

3,948.14

70,238.76
394.81
20.00

74,601.71



EXHIBIT “C”



UNITED STATES BANKRUPTCY CQURT
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 H(;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 pursuvant 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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