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INTRODUCTION AND PURPOSE

1. In connection with the appiication of Callidus Capital Corporation (*Callidus®) pursuant
to section 33 of the Judicature Act (New Brunswick), Rule 41 of the Rules of Court of

New Brunswick, and seclion 243 of the Bankruptcy and Insolvency Act (Canada) that

was heard by The Honourable Judy L. Clendening of the Court of Queen’s Bench of
New Brunswick on 25 April 2016 (the “Receivership Date”), Ernst & Young Inc. ("EYI"}

was appointed receiver (the “Receiver”) of all of the assets, undertakings and properties

of the Respondents acquired for, or used in relation to the businesses carried on by the

Respondents, inchiding all proceeds thereof (the "Property”).

2. The 25 April 2016 Order (the “Receivership Order”) authorized the Receijver to, among

other things:

(&)

(b)

(c)

(d)

(e}

®

take possession and control of the Property and any proceeds or receipts arising
from the Property but, while the Receiver is in possession of any of the Property,

the Receiver must preserve and protect it;

change locks and security codes, relocate all or some of the Property to safeguard
it, engage independent security persennel, fake physical inventories and place

insurance coverage;

manage, operate, and carry on the businesses of the Respondents, including the
power to enter into any agreements, incur and pay any obligations in the ordinary
course of business, cease fo carry on all or any part of the business, or cease to

perform any coniracts of the Respondents;

engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counse! and such other persons fram time {o time and on whatever
basis, including on a temporary basis, {o assist with the exercise of the Receiver's

powers and duties, including without limitation those conferred by this Order;

purchase or lease such machinery, equipment, inventories, supplies, premises or
other asseis to continue the businesses of the Respondents, or any part or parts

thereof;

receive and collect all monies and accounts now owed or hereafter owing to the




(g}
(h)

(i)

(K

0

(m)

Respondents and to exercise all remedies of the Respondents in collecting such
meonies, including, without limitation, fo enforce any security held by the

Respondents;
setile, extend or compromise any indebledness owing to the Respondents;

execute, assign, issue and endorse documents of whatever nature in respect of
any of the Property, whether In the Recelver's name or in the name and on behalf

of the Respondents, for any purpose pursuant to this Order;

undertake environmental or workers’ health apd safety assessments of the

Property and operations of the Respondents;

initiate, prosecute and continue the prosecution of any and all proceedings and fo
defend all proceadings now pending or hereafter insfituted with respect to the
Property or the Receiver, and to settle or compromise any such proceedings. The
authority hereby conveyed shall extend fo such appeals or applications for judicial

review in respect of any order or judgement pronounced in any such proceeding;

make payment of any and all costs, expenses and other amounts that the Receiver
determines, in its sole discretion, are necessary or advisable to preserve, protect
or maintain the Propery, including, without limitation taxes, municipal taxes,
insurance premiums, repair and maintenance costs, costs or charges related to
security, management fees, and any cosis and disbursements incurred by any

manager appointed by the Receiver;

market any or all of the Property, including advertising and seliciting offers in
respect of the Property or any part or parts thereof and negatiate such terms and

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

sell, convey, transfer, lease or assign the Property or any part or parts thereof out

of the crdinary course of business,

(i) without the approval of this Court in respect of any transaction not
exceeding $100,000, provided that the aggregate consideration for all such

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




(n)

(0)

P)

C)

r)

()

©

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

amount set out in the praceding clause;

and in each such case notice under section 59 of the Personal Property Security

Act (New Brunswick) shall not be required.

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

any liens or encumbrances affeciing such Property;

report to, meet with and discuss with such affected Persons 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 confideniiality as the Receiver

deems advisable;

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

fitle to any of the Property;

apply for any permits, licences, approvals or permissions as may be required by
any governmental authority and any renewals thereof for and on behalf of and, if

thought desirable by the Recsiver, in the name of the Respondents;

enter info agreements with any trustee in bankruptcy appointed in respect of the
Respondents including, without limiting the generality of the foregoing, the ability
to enter into occupation agreements for any property owned or leased by the

Respondents;

exercise any shareholder, partnership, joint venture or other rights which the

Respondents may have; and

take any steps reasonably incidental {o the exercise of these powers or the

performance of any statutory obligations.

The purpose of this third report (the “Third Report”) is to advise this Honourable Court

(the “Court”) on matters relating to the conduet, actions, and activities of the Receiver

arising subsequent to the issuance of the Receiver's Second Report dated 6 February




2017 (the “Second Report”), to advise the Court of certain of the Respendenis’
assignments into bankruptey, to seek the Court’s approval of an initial distribution to
certain secured creditors of the Respondents’ estates (the "Estate”) and to seek the
Court’s approval of the Recelver's actions and aciivities as set out herein. The Receiver

has organized its comments within the Third Report as Tollows:
¥ Terms Of Reference;
¥ General Activities of the Recaiver,;
» Property Remaining to be Realized Upon;
> Bankruptey;
¥ Interim Statement of Receipts and Disbursements;
¥ Claims Against the Proceeds of Realization; and

¥ Proposed Disfribution

TERMS OF REFERENCE

4,

In preparing the Third Report, the Receiver has been provided with, and has relied upon
unaudited historical financial statements, other unaudited financial information, the
books and records of the Respondents, discussions with the management and
employees of the Respondents, and other information from various sources. The
Receiver has assumed that the information it has been provided is accurate and
complefe. The Receiver did not audit, review or otherwise attempt to verify the accuracy
or completenass of the informaticn. Accordingly, the Receiver expresses no opinion or
other form of assurance with respect to the information presented in the Third Report or
relied upen by the Receiver in preparing the Third Report. Further, the nature of the
Receivers work completed in these proceedings will not necessarily disclose errors,
misstatements, irregularities or illegal acts, it such exist, on the pari of the Respondents,

or its officers or employees or in the information.

All references to monetary amounts in the Third Report are in Canadian dollars unless

otherwise noted.



Capitalized terms not defined in the Third Repert are as defined in the Receivership
Crder.

Caopies of court materials in these proceedings may be obtained from the Receiver's

website established in connection with the Respondenis (www.ey.com/cal/grayagua).

GENERAL ACTIVITIES OF THE RECEIVER

10.

On 23 February 2017, a sale approval and vesting order (the “Vesting Order’) was
issued by the Court approving the sale of certain property to Marine Harvest ASA
(*Marine Harvest") for $15,000,000. Paragraph 2 of the Vesting Order authorized and
directed the Receiver to take such additional steps and execute such additional
documents as may be necessary or desirable for the completion of the sale transaction
(the “Transaction”) in accordance with an agreement of purchase and sale dated 16

January 2017 (the "Agreement”).

Subsequent tb the Vesting Order being issued the Receiver worked diligently with
Marine Harvest, its legal counsel and various cther parties fo wind down the
Respondents’ operations and close the Transaction which occurred on 3 April 2017 with
an effective date of 31 March 2017.

In preparation for and or immediately following the Transaction closing the Receiver:
{a) cancelled all supplier accounts for goods and services held inthe Receiver's name;

(b} terminated all employment contracts with the employees of the Respondents;

(©) archived all elecfronic records of the Respondents including information contained

on the Respondents’ compuier servers;

{d) soried the paper records of the Respondents and either sent those records fo

offsite storage or destroyed them;

(=) executed various decumentis to effect the transfer of property to Marine Harvest

including but not limited to:

(i Real property situated in New Brunswick and Newfoundland and

Labrador;




(i) Leases for real property situafed in Northampton, New Brunswick;

(i} Leases for real properiy situated in Hermitage, Newfoundland and

Labrador;

(ivy Equipment subject {o operating leases assighed to Marine Harvest;

and

{v} Motor vehicles situated in New Brunswick and Newfoundland and

Labrador.

PROPERTY REMAINING TO BE REALIZED UPON

11. The majority of the Property was seld {0 Marine Harvest pursuant to the ferms of the
Agreemeni. However, there remains certain assets still fo be realized upon by the
Receiver, namely: (a) a potential account receivable arising from the Simpsen Island
Sale Agreement (described at paragraphs 44 and 45 of the Secend Report) (the
“Simpson Island AR”), and {b) a potential insurance recovery arising from a claim filed
by the Receiver associated with sea lice losses at Hog Island and Hospital [sland
{described in greater detail at paragraphs 25 through 38 of the Second Report) (the

“Insurance Claim”).

12. The guantum (if any) of the Simpson Island AR will not be determinable until [ate
summer 2017 subject fo confirming the number of fish marketed by Kelly Cove Salmon

Lid. from the Simpson Island site,

13. The Receiver filed a proof of loss with its Insurer seeking compensation of $4,775,065
(net of deductible) in relation to the Insurance Claim. On 23 March 2017, the Insurer
produced a settlement offer on a without prejudice basis at a sighificantly discounted
vajue. The Receiver has engaged counsel specific to this matter and Intends o consider
all eptions available to it with a view to securing a reasonable recovery from the
[nsurance Claim. The anticipated timing for the cellection of the Insurance Claim is

unknown at this stage.

BANKRUPTCY

14, On 15 April 2017, Gray Aqua Farms Lid ("GAF")., Gray Aqua Group Ltd. ("GAG"),
Gray’s Aqua Management Lid. ("GAM’), and Gray Aqua Processing Lid. ("GAP™)

(collectively the “Operating Companies”) filed assignments in bankruptey with the



15.

18.

Office of the Superintendent of Bankruptcy. EY! consented to act as bankrupfey frustee
(the “Trustee”) of the Operating Companies. EYI's role as Trustee was subsequently
affirmed at the first meeting of creditors {the “FMOC™).

The Trustee prepared and fabled a preliminary report at the FMOC confirming that all
Property recoveries, including future recoveries associated with the Simpson Island AR
and the Insurance Claim would be collected and distributed pursuant te the ferms of the

Receivership Order. The Operating Company estates are each devoid of assets.

Callidus filed a claim against the Operating Company estates for an amount exceeding
$58.5 million.

INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS

17.

18.

19.

Attached as Appendix A is the Interim Statement of Receipts and Disbursements from
the Receivership Date through 2 June 2017 reflecting all transactions associated with
the receivership administration to that date. On 2 June 2017, the Receiver held
$14,034,785.73 in its trust account (“Cash on Hand”).

Pursuant to the terms of the Receivership Crder, the Receiver borrowed $7.6 million
from Callidus fo fund the inferim costs of the administration. As noted within Appendix
A, the Receiver's horrowings have been repaid. The current Cash on Hand balance
arose through the sale of fish inventories, the sale of Property to Marine Harvest and
various other asset recoveries less the Receiver's administration and operating costs for

feed, wages, repairs, insurance and other general operating and preservation costs.

The Recelver believes it is now appropriate timing to distribute a significant pertion of the
Cash on Hand. A subsequent distribution(s) will be proposed af a later date after the

Simpson Island AR and the Insurance Claim matters are resolved,

CLAIMS AGAINST THE PROCEEDS OF REALIZATION

20.

The Canada Revenus Agency (“CRA”) has filed a deemed frust claim against the
Estate’s Property in the amount of $23,275.59 in relation to pre-receivership payroll
source deducticn arrears in GAG ($18,949.43) and GAF ($4,326.16). Subject to the
approval of this Honourable Court, the Receiver intends to discharge CRA’s deemed

trust claims from Cash on Hand.



21.

22,

23.

24,

In anticipation of bringing a distribution metion before this Honourabie Court, the
Receiver obtained an independent legal opinion from Mclnnes Cooper dated 31 January
2017 (the “Security Opinion”) with respect to a review of security agreements executed

in favour of or held by Callidus and others from the Respoendenis. The Security Opinion

addresses:
(@) if there were any deficiencies in the execution or registration of security
documents;

()] How such deficlencies would affect the validity or enforceability as against
Cailidus’ security; and

(c) If the security documents were otherwise valid and enforceable.

A copy of the Securily Opinion is aitached as Appendix B. An update letter dated 31 May
2017 (attached as Appendix C) was subsequently prepared by legal counsel to address
amended pricrifies arising as a result of the 15 April 2017 bankruptcies of the Operating
Companies. Subject to the usual assumptions and qualifications normally contained in
such opinions, it is the opinion of the Receiver's Legal Counsel that Callidus’ security is
valid and enforceable. The Security Opinion identified various creditors with claims

against certain specific assets ranking in priority to the secured claim of Callidus.

A distribution summary of secured credifor claims (the “Other Secured Creditors”) who,
pursuant fo the Security Opinion, hold priority ranking security with respect {o specific
property was prepared by the Receiver. A listing of the Cther Secured Creditors, the
property which they hold priority security interests in and the proposed distribution
values for each is attached as Appendix D. The proposed distribution values consider
the Other Secured Creditors outstanding indebtedness specific 1o the property identified,
independent appraisal information commissioned by the Receiver and Marine Harvest’s
allocation of its tender bid for Property acquired. Given the predominant position of
Callidus as the senicr secured creditor of the Estate and primary beneficiary of the net
proceeds generated through {hese proceedings, Callidus has agreed fo assume

responsibility for all administrafive charges.

The Receiver has reviewed the proposed distribution calculations with Callidus and the
(ther Secured Creditors. 8676658 Canada Inc., CCDC, SCCDC, and Blue Chip

|Leasing Cormporation have agreed o the proposed distribution amounts. Ford Credit




25.

Canada Limited {("Ford”) and Toronto Dominion Bank & TD Equipment Finance Canada
(*TD") have not formally agreed, however, neither Ford nor TD have specifically raised
objections with the proposed distribution amounts. The Receiver has advised Ford and
TD of the pending distribution motion sheould either party wish fo raise concerns with the
Court.

Additional creditor registrations were identified within the Security Opinion, however for
various reasons, only the security registrations identified above were ultimately
determined o have priority over security held by Callidus. The Receiver has arranged
for formal notice of this motion to be served on all potentially affected secured creditors

identified within the Security Opinion,

PROPQSED DISTRIBUTION

26.

27.

The Receiver is of the view that it is necessary to maintain certain funds in ifs account in
anticipation of additional fees and expenses bheing incurred as the Receiver continues fo
administer these receivership proceedings, including taking continued steps fo realize
upon property of the Respondents for the benefit of Callidus, including the Insurance Claim
and Simpson island AR. The Receiver proposes that it maintain $500,000 to address

such future obligations.

As noted herein, the Receiver has Cash on Hand in the amount of $14,934,785.73. The
Receiver recommends that an initial distribution to the following secured parties in the

amounts proposed below be approved by the Couri:

(&) Canada Revenue Agency (deemed trust claim) $23,275.59
(b) 8676658 Canada Inc. $200,000.00
{©) Central Communify Development Corporation $75,000.00
(d) Seuth Coast Community Development Corporation $75,000.00
(e) Toronto Dominion Bank and TD Egquipment Finance Canada $29,623.00
6] Ford Credit Canada Limited $23,500.00
{q) Ford Credit Canada Limited $21,000.00
(h) Blue Chip Leasing Corporaticn $15,047.64

(i) Toronto Dominion Bank and TD Equipment Finance Canada $6,215.00
)] Callidus Capital Corporation $13,066,124.50




28. In the event the Court approves the proposed distributicn as cuilined above, all valid
secured creditor claims ranking in pricrity to Callidus will receive an initial and final
distribution representing their full and final recovery from the Receivership
administration. Residual funds inclusive of future realizations from the Insurance Claim
and/or the Simpson Island AR matters will be subject to a subsequent distribution

motien(s) which will be brought before this Honourable Court.
RELIEF SOUGHT BY THE RECEIVER
29.  The Receiver respectiully requests this Court approve an Order:

a) Approving the proposed distributions to the secured creditors as noted within

paragraph 27; and
b) Approving the activities of the Receiver as reported herein.

ALL OF WHICH [S RESPECTFULLY SUBMITTED this 2" day of June 2017.

ERNST & YOUNG INC.

Licensed Insolvency Trustee

acting ir its capacity as the Court-appointed
Receiver of the Respondents and not in its
personal or corporate capacity

Penj |

George Kinsman, CPA, CA, CIRP, LIT
Senior Vice President
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CAMNADA APPEMDIX A
DISTRICT OF NEW BRUNSWICK .

OIYISION NO. 02-FRECERICT N

COURT NO, FM-22-16

ESTATE NO. 5E-125907

I THE MATTER OF THE RECEIVERSHIP OF
GRAY AQUA GROUP OF COMPAMIES
INTEREM STATEMENT OF RECEIPTS AMD MSEURSEMENTS
FOR THE PERIOD 25 APRIL 2016 TO {2 JUNE 2047

%
RECEIPTS
Sale of inventory 13,152,934.10
Advance from secured creditor T 600,000,00
Saie of Assets 14,997,991.18
smolk sale 1,102 358.00
Simpson Ishand sale agresment 249 209,00
Fry sale 170,000.00
GST & HST refund 1,043.489.18
Accounts receivable pro-raceivarship 758,273,658
Scitlement - CFIA 519,073,264
Rental income 4a0,65.42
Cash on hand 154,759.21
HST collected RR3.55487
Corporale Income tax refund - pre-recelvership 36,681.73
Interest alfocatlen 38,937.42
Miscellanenus other receipts 175,684.15
TOTAL RECEIPTS 29,080,224.16
DHSBURSEMENTS
Payment to Secured Creditors ¥,600,000.00
Feed costs 4,048,957.45
Receiver’s fees and disbursements 1,448,616.86
Wages 1,365,66%.14
Procossing 1,238,539.58
HET paid {ITCY 1,011,677.09
Froducts and chemlcals BT73,B200.53
Diving Expenzes 846, 1196
Source remitances / employes banofits B06,522.90
Frelght TEZ,537.25
Repairs & maintenance 136,342 2%
Insisrance B0, 793,88
Legal fees and disbursements 487, 738.20
G5T/HST remittance A20310,59
Rent & [raze cosis 3R6,098,25
Fuai & sundry cosis 269,581.88
Professional Jeas - Other 213,075.02
Management services 164,275.00
Lega] action - Settiement 13%,885.50
Uilikkes 116,%85.80
Properiy & municipal taxes 86,070,959
Other mise. disbursements for operations 81,073.46
Appraisal fees 76,526,095
Contract services T6,504.57
Waste dlsposal &5, 768.01
Tetephone 43,475.58
Customs clearance charges 38,963.33
Enan repayraent 34,461.93
Elcensing faes 23,377.50
Environmental Makters 15,120.00
Oifice supplies/expenses 13,371.40
Advertising costs 13,150,148
Travel 11,735.81
Computer sarvices B,435,12
Bank charges 1,990,568
Flilng Tees pald to Offictal Recelvar TrOoo
TOTAL DISEURSEMENTS Z4,145,438,45

EXCESS OF RECEIPTS OVER BISBURSEMENTS

Emnst & Young e,
Licenced Inseivency Trustee

far:

George C. Kinsman, CPA, CA, CIRP, LIT
Senior Vice Presldent

RBC Waterside Centre

1871 Hollis Street, Sulle 500

Halifax, Nova Scotla B3J OC3
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Anthony {Tony) M. Tam Q.G.

MC'NNES Direct +1 (002) 444 5439
anthoty lam@melnnescoopear.com
( O OP E R Furdy's \Wharf Tower [|
1300-196¢ Uppar Water Strest

LAWYERS | AVOTATS PO Box 730
Hallfax NS
Ganeda B3J 2y
Tel +1 (902} 425 GEO0 | Fax +1 (902) 425 6250

Qur File: JS§-143212

January 31, 2017

Mr. George Kinsman
Ernst & Young inc.

1958 Upper Water Street
13" Floor

Halifax, NS B3J 3N2

Daar George:

Re: Review of creditor security and secured claims against property per Tender
Package in respect of Gray's Aqua Management Ltd.(“Gray’s Aqua Management®),
Gray Aqua Farms |td (“Gray Aqua Farms®), Gray Aqua Group Lid, ("Gray Aqua
Group®), Butter Cove Agua Farms Lid.(“Butter Cove®), Goblin Bay Aqua Farms
Lid.(“Goblin Bay“), Jervis Island Aqua Farms Ltd., Pass-My-Can Aqua Farms Lid.
(“Pass-My-Gan *), Gray Aqua Processing Ltd. (“Gray Adqua Processing”), M. Gray
Holdings Ltd., 608672 N.B. Lid., 608690 N.B. Ltd., 608691 N.B. Ltd., 608715 NB
Limited and 608716 NB Limited
{Collectively the “Gray Aqua Group of Companies”)-

In connection with Ernst & Young [ne.’s role as court appointed receiver, you have asked us to
review certain security agreemenis exscuted in favour of or held by Callidus Capital
Carporation (“Callidus”) and others from the Gray Aqua Group of Companies and adviss;

(i) if there are any deficlencies in the execution or registration of the security documents;

(i) how any such deficiencies may affect the validity or enforceability of the Callidus’s or the
Callidus’s security; and

(iii) ¥ the security documents are otherwise valid and enforceable.

You have further requested our review of the Parcel Listings tendered for sale as described in
the Gray Aqua Group of Companies-Tender Information Package-Ocfober 26, 2016 (“Tender
Package”) prepared by the Receiver to assist in the determinaiion of the status or priority of
secured claims against the proceeds from the sale of real and personal property.

The purpose of this letter is to summarize the results of our review and recommendations. We
have prepared more defailed security review tables and search summaries referred to in this
letter and compiled coples of the documents that we have reviewed into binders. We have
enclosed the security review tables and would be pleased to provide you with the supporting
documents and search summaries Upon reguest.

MC25848855
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. BACKGROUND

Each company of the Gray Agua Group of Companies is indebted individually or collectively, as
borrower or guarantor, to Gallidus, directly or pursuant to security agreements assigned fo
Callidus by the Business Development Bank of Canada ("BDC") and the HSBC Bank of

Canada ("HSBC?).

On application of the Callidus pursuant to section 243 of the Bankrupfcy and Insoivency Act
(Canada}, Ernst & Young Inc. was appeointed court receiver (the “Recelver”) over ail the assets
of Gray Aqua Group of Companies by the New Brunswick Court of Queen’s Bench Cowt by
order issued an April 25, 2016 ("Receivership Order”).

. SCOPE OF REVIEW

We have reviewed only copies of the security agreements and documents provided by you and
Cox & Palmer and agreements that may be on the public registry systems relafing fo the
security.

We have caused ic be conducted certain searches and inquires af the public offices that were
necessary in cur opinion in order fo provide our ppinions and recommendations herein, and we
rely upon the accuracy of the indices and filing systems maintained at the public offices whare
we have searchad or inquired or have caused searches or inquiries to be conducted, as the
case may be, including in the Personal Property Regisiry malntained pursuant fo the applicable
Personal Properfy Securify Act (the “PPSA”) and at the applicable land registry offices.

. QUALIFICATIONS and ASSUMPTIONS

Our opinicns, comments, advices and recommendations herein are subject to the assumplions
and qualifications contained i Schedule “A” attached hereto, including and without limitation,
that our opinions are subject to the priority of the charges and security interests created by any
securify agreement or morigage are subject fo the operafion of the laws of Canada and the
provinge in which any of the property is located in effect from time fo time creating statutory
jiens and frusis having priorfly over regisfered mortgages, charges and security interests. We
have made inquiries with respect to certain provincial staiutory liens and the results will be
provided to you by separate report.

V. SECURITY REVIEW

We reviewsd copies of certain security and agreements (the “Documents”) and the results and
our recommendations are contained in the following documents enclosed herewith:

1. MC Security Review Table-Callidus Capital Corporation Security Documents (“Callidus
Security Review™),

2. MC Security Review Table-HSBC Bank of Canada Security Documents (*HSBCG
Security Review”); and

MC 25849855
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3. MC Security Review Table-Business Development Bank of Canada Security Documents
(*“BDC Security Review”).

As noted above, wouid be pleased to provide you with the supportmg documenis and search
summaries upon reguest.

Summary of Conclusions and Recommendations

(i} Callidus Security Review

The security and agreements executed in favour of Callidus by the Gray Agqua Group of
Companies refarred to in the Callidus Sscurity Review appear to be in order subject to the
following:

1. Inrespect of certain aquaculture licences and lsases ai Hermitage, Pass My Can, Butter
Cove and Gobhlin Bay, Newfoundfand and Labrador ("NE™), the collateral leasehold and
realty mortgages purporied to be granted by the varlous Gray Aqua Group of Companies
fo Callidus and related non-disturbance agreements with Her Majesty the Queen in Right
of Newfoundland and Labrador, referred to in Tabs 8 to 15 inclusive in the Callidus
Security Review, are unsigned and not completed. We made inquiries and Phil Taylor,
solicitor for Callidus, hy e-mail of Dec. 18, 2016 {o Jdohn Sfringer, advised that to his
recallection, Gallidus did not obtain the documents. In our view, Callidus is stilt entifled
to claim the proceeds from the sale of the interesis intended fo be sscured by the
mortgages, pursuant to other security held by Callidus including general security
agreements or security assigned to i from BDC.,

(if) HSBC Security Review

The secuwrity and agreements executed n favor of HSBC by the Gray Aqua Group of
Companies that we have reviewed in the HSBC Security Review appear to be in order:

By Assignment Agreement dated December 11, 2013 HSBC assigned to Callidus the security
and agreements held by HSBC in respect of the Gray Aqua Group of Companies.

{(iii)BBC Security Review

The security and agreements executed in favor of BDC by the Gray Aqua Group of Companies
that we have reviewed In the BDC Security Review appear to be in order.

By Assignmeni Agreement dated June 13, 2016 ("BDC Assignment’) BDC assighed to
Gallidus the security and agreements held by BDC in respect of the Gray Aqua Group of
Companies.

MC 25840885



MCINNES GOOPER Pags 4
J5-145212

January 31, 2017

V. TENDER PARCEL REVIEW

We reviewed the Parcel Listings tendered for sale in the Tender Package o determine the
status or enfitlement of secured claims against any proceeds from the sale by the Receiver of
the real and personal property as described in the Tender Package.

A. Real Property and Aquaculiure Licences and Leases

The resulfs and detalls of our review are contained in the “MC Review of Secured Claims
Against Real Properly and Aquaculture Licences and Leases”.

Cur opinions herein as to the claim of a secured creditor is subject to the inferest and claims of
the Receiver purstant to the Recsivership Order and further subject fo the assumptions and
qualifications contained in Schedule "A” attached hereto. Our summary of conclusions and
recommendations with respect to real property and aquaculture licences and leases described
in the Tender Package are as follows:

Aquaculture Hatchery — Northampton New Brunswick!

Parcel 1.0 Hatchery equipment and leasehold interest in fand and building (PID 10241453)
lcecated in Nordhampton New Brunswick (inclusive of ail applicable leases, licenses and
approvals to operate) (subject to tenant lease agreement righis)

Leasehold interest in PID 10241453

Lessee: Gray Agua Farms

Opinion: Callidus, directly and pursuant to the BDC Assignment, is the first mortgagee of the
leasehold interests of Gray Aqua Farms in FID 10241483, subject {o:

1. New Brunswick Power Corporation sasement; and
2. Property {axes outstanding as of Nov. 25, 20186; § 391,38,
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Adminigirative Bullding & Warehouse ~ Northampton New Brunswick

Parcel 2.0

Parcet 2.1 Leasehold interest in tand and buildings (PID 10241479 and PID 10276180)
located in Northampton New Brunswick inclusive of office furnishings

Leasehold interest in PID 1024147¢
I essees: “Gray Agua Company Ltd."/Gray's Aqua Management

Qpiniory: Callidus, directly and pursuant to the BDC Assignment, is the first morigagee of the
leasehold interests of Gray Adqua Company Lid.fGray's Agqua Management Lid. in PID

10241479 subject fo:

1. Property taxes outstanding as of Nov. 25, 2016: § 871.50

Leasehold interest in PID 10276160
Lessees: “Gray Agua Company Ltd."/Gray’s Aqua Management

Cpinian: Caliidus, directly and pursuant to the BDC Assignment, is the first mortgagee of the
leasehold inferests of Gray Aqua Company Ltd/Gray's Adgua Management Ltd. in PID

10276180 subject to:

1. Property taxes outstanding as of Nov. 25, 2016: $3.45

Parcel 3.0 Single Family Residence — Northampton New Brunswick

Parcel 3.0 Single Family Residence {contents not included} and leasehold interest in land
(PID 1062768152)

Leaséhoid inferest in PID 10278152, Route 105 Northampton, Lot 14-01, Plan 33658650,
Carlston County, New Brunswick

Opinion/Comment: Callidus, directly and pursuant to the BDC Assignment, is the first
mortgagee of the leasehold interests of Gray Aqua Farms in PID 10241453 subject fo:

1. New Brunswick Power Corporation easement.
2. Property taxes outstanding as of Nov. 25, 2018: $152.95
Parge! 4.0 Aguaculture Asseis — Newfoundland and Labrado

Parcel 4.1 Aquaculture leases, licenses (7) inclusive of site specffic aquacuilure equipment
inclusive of seventeen {17) submitted or referred applications pending acceptance

a. Goblin Bay
Crown Lease — Registration No: 130445
- Lessee; Goblin Bay
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Orinjen/Comment: By Assignment Agreement dafed Dec. 11, 2013 registered at the Registry of
Deeds, NL on Pecernber 13, 2013 as Registration No. 833159, HSBC assigned to Callidus
security held by the HSBG including a Debenture in amount $25,000,000.00 {registered as
$24.550,000.00} and registered on November 23, 2011 as Registration No. 495977 ("HSBC
Debenture’). Callidus, as assignee of the HSBC Debenture, is the first mottgagee of the
leasehold interests of Goblin Bay in the Crown Lease subject to!

1. The tsrms and conditions of the Crown Lease, including resirictions on transfer,
consants of the Crown to fransfer and termination rights of the Crown. HSBC, Crown
and Goblin Bay entered inte a Non-Disturbance Agreement dated Novermber 24, 2011 in
respect of this Crown Lease (Refer to Tab 58 of the HSBC Security Review) and in
particular the Crown provided consent to the morigage of the leasehold interest (section
2). Secfion 11(a) and 11(b) permits assignment and transfer by the Callidus with the
prior written consent of the responsible Minister which consent shall not be unreascnably
withheld provided the requiremsnts in Clause (b){iii) are satisfied.

Recommendation: The Receiver should rely on this Non-Disturbance Agreement when seeking
the consent of the Grown to approve the fransfer the leasehold interest.

b. Butter Cove
Crown Lease — Registration No: 130448
Lessee; Butler Cove

Opinien/Comment; Callidus {as assighee of the HSBC Debenture) is the first morigagee of the
leasehold interasts of Buiter Cove in the Crown Lease in priority to other creditors subject to:

1. The terms and conditions of the Crown Lease, including resirictions on transfer, consent
of the Crown to fransfer the interest and termination righis of the Crown, HSBC, Crown
and Bufter Cove entered info a Nen-Disturbance Agreament dated November 24, 2011
in respect of this Crown Lease (Refer to Tab 57 of the HSBC Security Review) which
provided for the Crown’s consent at section 2 {o the morigage of the lease. In paricular
section 11(@) and 11(b) permit assignment and transfer by the lender with the prior
written consent of the responsible Minister which consent shall net be unreascnably
withheld provided the requirements in Clause (b)(iii} are satisfied.

Recommendation:; The Receiver should rely on this Non-Disturbance Agreement when seeking
the consent of the Crown to approve the transfer the lease interest.

C. Pass-My-Can
Crown Lease-Registration No.13045¢

| essee: Pass My Can

Opinion/Comment: Callidus (as assignes of the HSBC Debenturs) is the first mortgagee of the
leasehold interests of Pass My Can in the Crown Lease in priotity to other creditors subject to:

1, The terms and conditions of the Crown Lease, including restrictions on fransfer,
consenis of the Crown fo transfer and fermination righis of the Crown. No Non-
Disturbance Agreement was included in the HSBC security package for our review. The
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Non-Distutbance Agreement provided for our review in Tab 80 of the HSBC Security
Review was a duplicate of the Jervis Island agreement and the Callidus Non-
Disturbance Agreement document in Tab 11 of the Callidus Security Review was
incomplete and unsigned. We were subsequently provided Non-Disturbance Agreement
dated November 24, 2011 in respect of this Crown Lease.

Reccrmmendation: The Receiver should rely on this Non-Disturbance Agreement when seeking
the consent of the Crown to approve the transfer the lease interest..

d. Wallace Cove
Crown Lease Application Registration No. 142823

Comment: This Crown Lease Appiicaiion is not registered but registration is not a legai
requirement. The Receiver was provided with a copy of the Crown Adquaculture Licence No. AQ
15-L1C-11086 issued March 22, 2013 to Gray Aqua Group as specified by Lease No, 142823
issued by the Department of Municipal Affairs and a Marine Aquaculiure Water Use
Licence/Permit issued March 15, 2013 by the Crown to Gray Agqua Group for 44.4 acres In
respect of Wallace Cove.

Opinion: Callidus, as assignee of the HSBC Debenture and HSBC security and directly,
pursuant to security granted by Gray Aqua Group over personal property, e.g. general security
agreement, would be entitled to any proceeds from ihe sale of the leasehold interest of Gray
Aqua Group in priority to other creditors but subject to:

1. The terms and conditions of the Crown Lease, Including restrictions on fransfer,
consents of the Crown to fransfer or mortgage, and terminaiion rights of the Crown.
There appears to be no Non-Disturbance Agreasment with the Crown.

e, Indian Tea Point
Crown Lease Application Registration No. 142822

Comment: This Crown Lease Application is not registered but registration is not a legal
requirement. The Recelver was provided with a copy of the Crown Aquaculiure Licence No. AQ
15-LIC-1107 issued March 22, 2013 to Gray Aqua Group as specified by Lease No. 142822
issued by the Depariment of Municipal Affalrs and a Marine Aquacuiture Water Use
Licence/Permit issued March 15, 2013 by the Crown to Gray Agua Group for 55.5 acres in
respect of Wallace Cove,

Cpinion: Callidus, as assignes of the HSBC Debenture and other HSBC security, and directly,
pursuant to security granted by Gray Aqua Group over personal property, e.g. general security
agreement, would be entitled fo any proceeds from the sale of the leaseheld interest of Gray
Agua Group in pricrity te other creditors but subject to:

1. The terms and conditions of the Crown leasse, including resfrictions on fransfer,

consents of the Crown fo fransfer or mortgage, and termination rights of the Crown,
There appears to be no Non-Disturbance Agreement wiih the Crown;
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f. Mare Cove South
Crown Lease Application Registration Na. 143981

Comment: This Crown Lease Application is nof registered but regisiration is not a legal
requirement. The Receiver was provided with a copy of the Crown Aguaculiure Licenca No. AQ
15-LIC-1008 issued March 22, 2013 to Gray Agua Group as specified by Lease No. 143981
issued by the Department of Municipal Affairs and a Marine Aquaculture Water Use
Licence/Permit issued July 24, 2013 by the Crown fo Gray Aqua Group for 45.0 acres in respect
of Wallace Cove,

QOpinion: Callidus, as assignee of the HSBC Debenfure and other HSBG security, and directly,
pursuant to security granted by Gray Aqua Group over personal property, e.q. general security
agreement, would be entitled fo any proceeds from the sale of the leasehold interest of Gray
Aqgua Group in priority to other creditors but subject to:

1. The terms anhd conditions of the Crown Lease, including restrictions on fransfer,
consents of the Crown to fransfer or mortgage, and termination rights of the Crown.
There appeais to be nc Non-Disturbance Adreement with the Crown.

Recommendation: Seek Minister's consent to a transfer of this lease in conjunction with the
other jeases and licences. Atternpt fo rely on the rights as provided for in the other non-
disturbance agreements.

g. Jervis Island
Crown Lease — Regisfration No; 131656
Lessee: Gray Aqua Group

Opinion: Callidus, as assignee of the HSBC Debenture and other HSBC security, and directly,
pursuant to security granted by Gray Aqua Group over personal property, .9. general security
agreement, would be entitled to any proceeds from the sale of the leasehold interest of Gray
Aqua Group in priority to other credifors but subject to:

1. The terms and conditions of the Crown Lease, including restrictions on transfer,
consents of the Crown to fransfer or mortgage, and termination rights of the Crown.
There appears o be no Non-Disturbance Adreement with the Crown.

Recommendation: Seek Minister's consent to a fransfer of this lease in conjunction with the
ofher leases and licences. Attempt to rely on the rights as provided for in the other non-
disturbance agreements.
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General Comment: Qur search at the Registry of Deeads disclosed the following registered
under Gray Aqua Group:

Crown Licence-Registration No.133527
- Docurnent:  Crown Licence for a term of 5 years from 30 May 2012
- Description:  not to exceed 0.5 heclares
- Location: Butter Cove
- Registration Date: 17 March 2012
- Consideration: $100.00/vear

Commeni: We nofe that Licence #133527 is not included in Parcel 4 of the Tendsar Package.

Parcel 5.0  Aquaculiure Asseis - New Brunswicki

Parcel 5.1 Aquaculiure leases, licenses, and approvals Inclusive of site specific aquaculiura
equipment

A.  Hoglstand

FID: 15181597 , Hog Island, Passamaguoddy Bay, Aquaculture Site MFG504, Charlotte County,
New Brunswick

Owner: N.B. Fisheries & Aquaculiure/Fisheries & Aguaculiure
Lessee: Gray Aqua Group

Comment: 8676658 CANADA INC. is the motigagee by the Collateral Morigage registered on
2015-03-05 as Document 34660093 as collateral security for the repayment of $375,000.00

Opinion: 8676658 CANADA INC. s in jpriority to Callidus’ security interests ‘over the leasehotd
interests of Gray Aqua:Groupin‘PID 15181597 subject to:

1. “Property taxes cutstanding as of Nov. 25, 2016:$130.92

B. Hospital [sland

PID: 15159502, Hospital Island, Passamaduoddy Bay, Parcel 84-2 on Plan 16027840, Aguac
|ease MF-0084, Charlotte County, New Brunswick

PID: 15065899 Hospital 1sland, Passamaquoddy Bay, Parcel 84-1 on Plan 18027840, Aguac
Lease MF-0084, Charlotte County, New Brunswick

Owner: N.B. Fisheries & Aguaculture/Fisheries & Aquaculfure
Lessee: Gray Aqua Group

Comment: 86768658 CANADA INC. is the mortgagee by the Collateral Mortgage registered on
2015-03-05 as Document 34860083 as collateral security for the repayment of $375,000.00.
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Cpinion. 8676658 CANADA: ING:isin priority to Callidus’ security. interests ‘over the leasehold
interests of Gray Aqgua Group in PID 15159502 and PID. 15065899 subject to:

1. Property taxes outstanding as of Nov. 25, 2016:$101.62

C. Douglas Island

PID: 10585808, Douglas Island, Aqua Site # 38, Parcel 36-1 on Plan 13791307 {Frye Island),
Municipality of Back Bay, Parish of 8t. George, New Brunswick

Ownet: N.B. Fisheries & Aquaculiure
Lesses: Gray Agua Group

Comment; No registered mortgage.

Opinion; Callidus, as assignes of the HSBC Debenture and other HSBC security, and direcily,
pursuant to security granted by Gray Agua Group over personal property, e.g. general security
agreement, would be entitled to any proceeds from the sale of the leasehold interest of Gray
Agua Group in PID 10585806 in priority to ofher creditors buf subject fo property taxes in the
amount of $1,826.78.

Newfoundiand and

Parcel 6.0  Fish Processing Piant, Equipmeni, and Storage Building —

Parcel 6.1  Land and buildings located at 1-3 Plant Road, Hermitage Newfoundliand

and Labrador {subject to tenant lease agreement rights)

Fee simple lands: Gray Aqua Processing is the owner of the property at 1-3 Plank Road,
Hermitage, containing .205 Hectares pursuant to Conveyance from QOcean Choice [nternational
L.P. and 55104 Newfoundland and Labrador [nc. regisiered at the Registry of Desds, NL as
Registration No: 4681486 on July 18, 2011 for the sum of $847,046.00.

Comment: Callidus, as assignee by Assignment Agreement dated June 13, 2016 of security
held by BDC, is the holder of the first morigage dated Aprit 26, 2012, in the amount of
$2,285,000,00 registered at the Regisiry of Deeds, NL on July §, 2012 as Registration No:

537831,

Comment: The [ease referenced in this parcel is between Gray Aqua Processing and Hermitage
Processing Inc. A Notice of Lease was registered on July 14, 2018 as No. 772437. The Notice
of Lease is made with effect as of “Apiil, 2014" but signed July 15, 2016 by Gray Aqua
Processing. The term of the lease is for 5 years ending April 14, 2019 with extension rights.
The Notice of Lease refers to a right of first refusal o Hermitage Frocessing Inc. to purchase the
premises and “Equipment” which is described the Schedule A fo the Notice of Leasae. The
“Equipment” includes the personal property described in the Tender Package in Parcels 6.2 and
6.3 and many of the items in Parcel 6.4,
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We reviewed a copy of a Consent and Non-Disturbance Agreement dated October, 2014
ameong BDC, Gray Aqua Processing and Hermitage Processing Inc. whereby BDC agreed to
not {c interfere or diminish of Hermitage Processing Inc.’s tenancy and its rights under the lease
s0 [ong that it is not in default.

Parcel 6.5 Fish Processing Plant, Equipment, and Storage Building — Newfoundland
and Labrador

Fee simple properly: Gray Agua Processing is the owner of the property along Southwest of
Trans Canada Highway on Roufe 363, Hermitage containing 6.128 hectares by conveyance
from William Roberfs sind Deborah Roberts to Gray Aqua Group Lid regisiered at the Regisiry
of Deeds, NL as Registration No: 482051 on September 28, 2011 for the sum of $25,000.00.

Qur search disclosed a Notice of Mortgage by Gray Agua Graup Lid. in favor of Callidus
registered as Registration No: 685688 on November 24, 2014 against this propetty and
licenses.

Comment: Phil Taylor by e-mail of Dec, 16, 2016 to John Stringer, advised that to his
recollection, Callidus did not obtain the mortgage that the Notice of Mortgage was registered
above.

Opinion; Calfidus would still be entitled to any proceeds from the sale of the fee simple lands
pursuant to personal property security against money as there are no other registered
encumbrances.

B. Personal Properfy described in the Tender Packade {other than vessels)

We cannot opine as to the priority ranking of a security interest against personal preperty but we
can adyvise as to the order of any registered claim against the persenal property based upon the
registerad security interests under the PPSA or other public redistries applicable fo registration
of security interests against personal property. We frust this will be of assistance in determining
the order of the entitlement to any sale proceeds arising from the sale of the personal property.

Subject to any priority claim of the Receiver in accordance with the Recelvership Order and the
assumptions and qualifications contained in Schedule “A” attached hereto, Callidus is the
secured creditor in priority to other credifor claims against the machinery, aquipment, and other
personal property except or subject to the following security interests:
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Parcel 1.0  Hatchery Equipment’

AquaScan Model CSE1600 Fish | Deblor: Gray Aqua Famms

CGounters, with Controller Secured Party: The Toronto Dominlon

Bank and TD Equipment Finance

Ganada, a diviston of Toronto Domiinfon

Bank

NE PPSA Registered No. 19545878 on

{See page 24 of Tender Package} | 9411.01-06 and expired Jan. 6, 2017. _

General Collaters] &‘w

Onie {1) AqUa—Life Fish Pump model 1614 1. ASK Gre_l_y Agua [Cl CDnﬂlTn datﬂ Dfdell\fe!! f

S/N and one (1) KSF Fish Pu;np modal Qossesslon of the “Aguascan Fish Counter

KSF4 and one (1) Aquascan Fish i ShDU|d bﬂ DEI:: 22 201{! or. Iater a8 the TD
it d:on-dan. :

Counter...

we understand this debt to TD temains ubpaid,

of the proceeds from the sale of the
gmgment to determine i TD has a security
clalmi;

Parcel 5.2 Other Non-site Sp_ecif'i'c Aquaculture Ecuipment (including small vessels)

[AS Model AreoSpreader- Debior Gray Aqua Farms Comment;
goo 5304{?6 F%E(J%K eH Secured Party; Snow Island Salmen Inc. The Recelver has received a signed
roagoasier, opper - agreement of Sept. 4, 2015 batwean
: : NEB PPSA Reg No. 26450830, 2015-09-24 g PL 4,
Capacity, Marine Grade eg e ! Briow Island Salmen inc, ("Snow Island®)
Alurainum Construction, and Gray Aqua Group for the conditional
YHP Gas Pump General Collateral sale of certain equipment including *500kg
. ; ; IAS ferders”, The agreemeant |2 with Gray
Purchase Money Soeurily [nterest in various ? Sl
S 41 of Tender - \ . Aqua Group but the PPSA filing is with
{Sea page 41 of Tende aquipment including Three 500KG IAS feaders, Gray Aqua Farms. Our PPSA search of

Package) Gray Aqua Group discloszd a filing to
Snow Island on April 24, 2015 , Reg. No.
25721747 in respect of a "MG48 barge
together with attachiments, stc., but no
deséription of the "500kg IAS feeders®.

Opinion:‘Unfgss Snew Island ean
prodiice a) _'agreement {t.e. PM31) with
Gray.Agua Farms {not Gray Aqua
Group) or:any assumplion agreement
hy Gray Aqua Farms of the conditional
sale agreement for the “500kg
feeders”, Callldus will have priority to
this equlpment
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“Parcel 6,2 Specified Fish Processing Equipment — B36 Cutter

Scanvaegt Model B36, Portion Cutfer, S/N 156461.80.0687, with laser scanner,
micro process controller

Comment: This description is repeated in Parcel 64. The South Ceast Community
Development Corparation (*S8CCDC") filed a securily interest against Gray Aqua Processing
under the NL PPSA on February 13, 2013 as Reg. No. 10732998 against this equipment
described as “B36 Portion Machine®. We reviewed a general securify agreement dated
February, 2013 {the day is unclear on the document) by Gray Agua Processing to the SCCDC
which specifically secures the equipment. The general security agreement appears to be in
order. We further reviewed a Priority Agreemsnt dated Feb. 12, 2013 between BDC and
SCCDC with respect to this equipment.

Comment: As discussed under Parcel 8.0 of this lelter in relation to the lands at 1-3 Plank Road,
Hermitage, Hermitage Processing Inc. filed a Notice of Lease registered on July 14, 2016 as
No, 772437 for the lease of the premises. The Notice of Lease refers to a right of first refusal to
purchase “Equipment” as described in Schedule A which includes the equipment described in
this Parcel 6.2. The Recelver has adviged that there are no agresments between SCCDC and
Hermitage Processing Inc. respecting this equipment.

Qpinign:*SCCDC *has ‘priority to ‘Callidus 1o ‘the ‘procseds from the ‘sale -of the *RB36 Portion

Machine”.

Parcel .3 Specified Fish Processing Equipment — Plant Infeed

« Wash Tank & Conveyor, S/N M001185
e Pocket Conveyor, S/N 19940-007

s Vacuum Pump Motor, C1207170822

< Pump, S/N 11-120P003059

s Tote Dumper, S/N M001137

(See page 48 of Tender Package)

Comment: The Central Community Development Corporation ("CCDC”) filed a security interest
against Gray Aqua Processing under the NL PPSA on February 20, 2013 as Reg. No.
10811776 against the equipment described above. We reviewed a general security agresment
dated February 25, 2013 by Gray Aqgua Processing fo the CCDC which specifically secures the
equipment. The general security agreement appears to be in order. We further reviewed a
Priority Agreement dated 2013 (no stated day or month) between BDC and CCDC with respect

to this equipment.

Comment: As discussed under Parcel 6.0 of this letter in relation fo the lands at 1-3 Plank Road,
Hermitage, Hermitage Processing Inc. filed a Notice of Lease registerad con July 14, 2016 as
No. 772437 for the lease of the premises. The Naotice of Lease refers to a right of first refusal to
purchase “Equipment’ as described in Schedule A which appears to include the equipment
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described in this Parcel 8.2. The Receiver has advised that there are no agreements between
CCDC and Hermitage Processing [nc. respecting this equipment.

Opinion: CCDG has priority ‘to “Callidus ‘to “the praceeds -from ‘the ‘sale of the ‘equipment
described:in'this Parcel 6.2,

Parcel 6.4 Specified Fish Processing Equipment - Other

The following equipment is listed in Parcel 6.4:

“Ozone International Model C-300ELW, 30 Gallon per minute Centralized White
Water Ozone System, S/N 0232°

The equipment is subject to the following security interest:

Secured Party Registration No. Collateral Dascription
Fliing Date
Qzong 107287052013 1 (1) C-300ELW WHITEWATER 8YSTEM (1} AM-2014 AMBIENT OZONE MONITOR {1}
International 02-12 QZ-2 TEST KIT, DISSOLVED OZONE
111G

We have regussted the Recelver to obtain a copy of the agreement in relation to this equipment
to defermine if it is a purchase money security interest in priority to Callidus.

The following equipment listed in Parcel 6.4 is repeated in Parcels 8.2 and 6.3:

¢ “Stairless Steel Electric Tote Dumper, S/N MOO1137” is repeated in Parcel 6.3. CCDC
has priority to Callidus.

« “S/N 19940-007, (Approx. 130) Pocket Fish Conveyor” is repeated in Parcel 6.3. CCDC
has priority to Callidus

s “Scanvaegt Model B38, Porfion Cutter, S/N 15461.80.0587, with Laser Scanner, Micro
Process Confroller” is the same description as in Parcel 6.2, S3CCDC has priority to

Callidus

Comment/Opinion; We confirm our comments and opinions ‘above in relation to this equipment
and in particular the priority claims of SCCDC and CCDC, respectively.
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C. Personal Property described in the Tender Package - Vessels

We draw your aftention to the fellowing vessels:
» described in Parcel 4.2 {b) (pages 38 and 39 of the Tender Package)

» described in Parcel 5.2 (b) (pages 42 and 43 of ithe Tender Package)
« Parcel7.3 * AEG Feeder”

o Parcel76 “GAGL Feeder”
s Pareel 7.7 "GAGL Feeder”

Qur inquiries under the Shipping Act (Canada) disclosed no registrations of the above noted
named vessels. Our PPSA searches did not disclosed any registrations against the vessels as
serial numbered goods but Callidus holds general securify Inferests, directly or assighee of the
BDG and HSBC security, against all personal property of the Gray Agua Group of Companies
with no prier security filings.

Subject to whether registration under the Shipping Act (Canada) is required which is a question
of fact, Callidus has a secured claim againsi these vessels pursuant fo its general security
interests and is antitled to the proceeds frem the sale thereof in pricrity to other creditors and
further subject to the Receiver’s priority under the Receivership Order and the assumptions and
qualifications contained in Schedule *A” attached hersto.

In respect of the other “Marine Vessels” described in Parcel 7 of the Tender Package and
subject to the Receiver's priority under the Receivership Order and the assumptions and
gualifications contained in Scheduls *A” attached hereto, Callidus s the secured creditor in
priority to other creditor claims against the vessels described in Parcel 7 of the Tender Package
except for the following vessels and security interests:

Parcel 7.1  ‘Walter Gray”

Cwner: Gray Aqua Group
Official Number: 345865

Port of Registry: St. Andrews
Date of Regisiry: July 27, 2007

Morigages:

1. Mortgagee : Toronto Dominion Bank
Registerad: May 4, 2007
$250,000
Mortgagor: Gray Aqua Management

2. Mortgagee :Callidus
Registerad: Nov, 10, 2011
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COMMENT: The mortgagor of the TD Bank marine mortgage is Gray Aqua Management, but
the vessel is reg[stered to Gray Aqua Group. Thei-Receiver:has adwsed ihat based uponits
investination, the debt in'relation‘fo'the TD-B gage is no longer olitstanding and
the Receiver will seek the discharge of this’ securlty

interest;

Parcel 7.4 ’Dylan B>

QOwner: Gray Agua Group
Officlal Number: 821802

Port of Registry: St. Andrews
Date of Registry: Oct, 31, 2000

Morigages:

1. -Moirtgagee: West Isle Port Ltd.
Registerad: Sapt. 3, 2008
$200,000
Mortgagor: Gray Aqua Management

2. Mortgagee :Callidus
$24,550,000 Registered Nov. 10, 2011
(Note: HSBC mortgage dated Nov. 10. 2011 and assigned te Callidus by agreement
Dec. 11, 2013)
Registered: Nov. 10, 2011

dlscharge of thls security -mterésf |

 Parcel 7.9 ‘MG48”

Comment: Our inquiries under the Shipping Act (Canada) disclosed no registrations of the
MG48 barge, Our NB PPSA search did disclosed the following registration against Gray Aqua
Group over the MG48 barge:

Snow lsland Reg. No. 25721747 General Collateral
Salmon {nc. Supplier - MG48 barge fogether with all attachmants, accessotias,
Filed: 2015-04-24 accesslons, replacements,.....

Comment; - The MG48 is likely a "boat” by definition under the PPSA Regulations of NB based
on the Tender description of the MG30. We reviewed a Conditional Sales Agreement dated
April 13, 2015 between Gray Aqua Group Ltd, and Show [sland Salmon Inc. in respect of “ONE
MGE48" BARGE" for the sale price of $65,000.
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Thls :s.-fa' . otentlallv defe'ctive'flllng It was not filed under ‘serial number field as reqmred
' _ rior filings - pursuant ‘to the general “security “interest held ‘by
Callidus would therefore have priority at this point in fime,

D. Personal Property not specifically described in the Tender Package

We Linderstand that the Receiver intends fo sell personal property that may not be described or
referred to specifically in the original Tender Package. Subject to any priority claim of the
Receiver in accordance with the Receivership Order and the assumptions and qualifications
contained in Schedule "A” attached hereto, Callidus s the secured creditor in priority to other
creditor claims against machinery, equipment, and other personal property not described or
referred to gpecifically in the Tender Package except or subject to the security interests st
forth in the following table. We have reviewed the securily agreements te some, but not all of
the filings as noted in the Comment column.

1. Gray Agqua Farms Lid.

(a) New Brunswick

The Toronto- 19645878 One (1} Aqua-Life Fish Pump, model Agreement not reviewed,
Domlnion Bank 2011-01-06 1614 5/N and one (1) KSF Fish Pump | The security filing expired on’Jan, 4,:2017 but a
mode] KEF4 saciired creditor has: 30 days thereafter to
TD Egquipment Expirad: Jan. B, renew the filing. This filing 'should be reviewed
Finance Canada 2017 priorto the. dlsmbuuon ‘of the'procaeds from the
gale of the equipment to determine If TD has 8
security dlaim.
The Toronto- 19769692 Twe (2} 2011 Aqua Sonar Fish Sizing Lease Amendmeant Agreement dated Apnil 22,
Dominicr Bank 2011-02-17 Sonar Unifs S/ 041 and 042 2014 raviewsd betwsaen TD Equipment Financs
" Expires: Feb. Canada and Gray Agua Fammns. Ifihe filing of
TP Equipment 17, 2017 ihe security interast was not [ster than 15 days
Finance Canada of possession of the equipment by Gray Aqua
Farms, then TD has a purchase money security
terest in pricrity to Callidus fo the egquipmeant.
w determine date of
possession.
The Torento- 20018808 Warfous fishing equipment [ocafed in Agreement not reviewed,
Dominion Bani 2011-04-28 Conn River, Nfld including one (1}
Expires: April | 2008 Silver Dolphin Stand Up Cabin
TD Equipmeant 28, 2017 Boat S/N QTNO36BHIS0Y, one (1)
Finance Canada Silver Dolphin Bow Rider Boat S/AN
QTNT{8FID111
Blue Ghip 20470233 ALL EQUIPMENT LEASED BY THE We reviswed an agrsemant with Blue Chip
1 pasing DEBTOR INCLUDING, BUT NOT | easing for the equipment and it appears to be
Corporation 2011-08-18 LIMITED TC ONE DE0-250 TOYOTA a capltal lzase {copy provided did not include
DIESEL POWIER UNIT IN CRASH the signing and date). if the filing of the security
FRAME INCLUDES 150FT HOSE KIT' | inferest was not later than 15 days of
AND FITTINGS, ONE MPI possession of the equipment by Gray Aqua
TERMINATOR 3 HEAD NET Farms, then has a purchase money secufity
WASHER COMPLETE WITH JETS, Interest in priority to Callldus to the equipment,
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WITH ALL ATTCHMENTS AND
AGCESSORIES, Recommendaticn: determine data of
possession,
Banlk of 20808512 Matar vehlcle, 2010 International 7400 | Agreement not reviswed.
Montreal BX4, sertal number
THTWGEAATEAIZ38570
Snow [sland 25880626 Serial Numbered Collateral We reviewed a Condltional Sales Agreement
Salmon Inc, Fishing vessel, MY BRIAN & dated May 22, 2015 between Gray Agua Group
2015-06-27 AMANDA, K.D, Smith & Son |tel. and Snow Island Salmon inc. in respect of
Boatbullders Limlted, saiial number the following:
385615
TONE FY BRIAN & AMANDA (385615) and
Fishing vessel, MV THE MINNIE MEL, | ONE FV MINNIE MEL{THE}819907} ALSO 2
Cape Egmont Enterprisss Lid., seria| BARRETT BUILT SKIFFS"
nurmber 819807 .
Our latest search did not show any filing to
General Collateral Snow Istand Salmon Inc. against Gray Aqua
2 Barjoft Butlt Skiffs Group over the abave cellateral,
priorily 10,81 .
aollateral &t this point.
Snow lsland 26450890 MG30 Bargs, One Yakamota Scale, We reviewed a Conditional Sales Agreement
Salmon Inc. Four pipe band aids, Twe YSI Oxy dated Sept. 4, 2015 between Gray Agua Group
20150524 Guards, One Tohatsu 50HP authoard Lict. and Snow Island Salmen [ne. in respect of
motor, Two set of ldema net washing ihe “MG30" barge.
heads with 24HP sprayer, Threo Qur latest search dld not show any flling to
E00KG 'AS feeders, One Barret Built Snow Isfand Salmon Inc, against Gray Aqua
Box Skiff also Cne Mercury SOHP Group over the MG30 but i did show 2 fifing
outboard motor, against Gray Aqua Farms in favour of Snow
Island Salmon Ine. { Ray, No.26450850 on
2015-09-24)
Opinjgn: - Stiow Island Salmon Ing, is unsecured
on'the MG30 becauss it filad under the wrong
entity, un ihat Gray Aqua Group
assiimed the agreement.: Currently, Gallidus
has priorify to Snow Island Salmon to the
MG30.
Comment: The MG30 is a boat and fillng under
the serial numbered provisions of the PPSA
Regulations Is required fo maintain prioity over
a general security interest,
Bank of Nova 207368310 Moior vehicls, 2011 Ford F150, seral Agreement not reviewed.
Scotia— number 1ftexiemxbids1368
2011-10-28
{originahy
20168-08-19
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{renewal}

Ford Credit
Ganada Limited

21157458

2012-02-24
{original}
2016-05-13
{renawal)

Motor vehicle, 2012 Ford F130, serial
number 1FTFVWIEF3CFA46595

Agreamerit not reviewed,

Ford Credit
Canada Limited

21157486

2012-02-24
{original}
2018-05-13
{renewal)

Motor vehicle, 2012 Ford F150, serial
number 1F TRV EFXCKDO7955

Agreement not reviewed.

{b} Newfoundland and { abrador

Secured Party Registration No. Collateral Description Comiment
Filing Date
THE TORONTOC- 3453118 as TWO (2} 2071 AQUA SONAR FISH Lease Amandment Agreemeant dated April 22,
DOMINICHN amended at SIZING SONAR UNITS SN 041, AND | 2014 reviewed between TD Equipment Finance
BANK 13673884 042 FORM Canada and Gray Aqua Farms, [ the filing of
the securily inferast was not tater than 115 days of
20110217 possession of the equipment by Gray Agua
Farms, then TD has a purchaso monsy sacurity
interest in priority te Callidus o the squipment.
Recomimendafion: determine dais of
possession,
THE TORONTO- 8855358 as ONE (1) SILVER DOLPHIN 268" Agresment not raviewed,
DOMINION amended at STAND UP CABIN BOAT S/N
BANK 8860577 and | QTNO36BHIZ08 AND ONE (1) 2008
2020 WINSTON amended af YAMAHA F300TXRH CUTBOARD
PARIK 13673900 MOTOR SN 1000434
2011-02-18
THE TORONTQ- 9013284 as ONE (1) 2011 SILVER DOILPHIN Agraement not reviewed.
BOMINMION amended af BOW RIDER BOAT S/
BANK 13673018 QTNTEBFIET1T AND ONE (1)
2020 WINSTON YAMAHA F150X 4-5TROKE, X-LONG
PARK 2011-04-28 YAMAHA OUTBOARD MOTOR. 3/N
1100885
BLUE CHIP ALL EQUIPMENT LEASED BY THE e reviewad an agreement with Blue Chlp
LEASING 9353219 as DEBTOR INCLUDING, BUT NOT [.easing for the equipment and it appears to be a
CORPORATION amended af LIMITED TO ONE D50-250 TOYOTA capitat lease {copy provided did nof includs the
9472436 DIESEL POWER UNIT IN CRASH signing and date}. If the filing of the security
FRAME INCLUDES 150F T HOSE KIT | interest was not later than 15 days of possesslon
2011-08-28 AND FITTINGS, ONE WPl of the equipment by Gray Aqua Farms, then has
TERMINATOR. 3 HEAD NET a purchase money security interest in priority fo
WASHER COMPLETE WITH JETS, Callidus to the seuipmsat,
WITH ALL ATTCHMENTS AND
ACCESSORIES. Recommendation: defermine date of
possession.
Ford Gredit 14197081 Serfal Number Agraement not reviewed,
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Secuied Party Regisfration No. Collateral Description Comment
Filing Date
Canaca Limited 1FTFWTEFXCKDO7955 Motor Vehicla
2016-08-04 2012 Ford F150

2. Gray Agua Group Lid.

(a} New Brunswick

BLUE CHIF 26470233 Al EQUIPMENT LEASED BY THE Agreement not reviswed,
LEASING DEBTOR
CORPORATION 2011-08-16 INCLUDING, BUT NOT LIMITED TO

ONE DE0-250 TOYOTA DIESEL

POVVER UNIT TN CRASH FRAME
INCLUDES 150FT HOSE KIT AND
FITTINGS, ONE MPI TERMINATOR 3
HEAD NET WASHER COMPLETE
WITH JETS, ALL ATTCHMENTS AND
AGCESSORIES,

047759 N.E. Lid. 25768557 A securlty interest is taken In all of the | Agreement not reviewad.
deblor's present and after acquired
2015-05-04 shares in the capital of 628228 N.B,

{ncarporated.

Tayota Gredit 26032086 Motor Vehlele — 2015 TOYQTA Agreement not reviewed.
Canada Inc. TUNDRA 4X4, serial number

2015-068-25 5TFUYSF12FX4688321
HARBOQUREDGE 26357616 GNE 1999 GRADALL 53406-42 Agresment not reviewed,
COMMERCIAL TELESGOPIC FORKLIFT, SERIAL -
FINANCE 2016-08-02 #o668027 This is a potentially defective PPSA filing
GORPORATION because §t was not under the serial nurbber

gollateral section, Callidus. may potentialty
have a prior securify interest unless the filing

is_properly perfected by Harbouradgs

Toyota Credik 26428730 llotor Vehicle - 2016 TOYOTA Agreetnent nof reviewed.
Ganada Inc. COROLLA, serial numbeT -

2015-09-18 ZT1BURHEBFC476G836
Ford Credit 25921008 Metor Vehicle — 2016 FORD F150, Agresment not reviewad.
Canada Leaslng, serial number {FTEW1EFOFFASTG12

2015-08-03

(b} Newfoundiand and Labrador

Securad Party Registrafion Mo, Collateral Desaription Comment
Fillng Date
Ford Credit 2016-08-04 Seilal Number 1FTEW1EFOFFAS1512 | Agreement not reviewed,
Canads 11:30 Motor Vehicle 2015
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Secured Party

Registration No,
Filing Date

Cuollateral Description

Gomiment

Leasinyg,

Ford F150 14187073

This letter and any opinions expressed herein are solely for the benefit of Ernst & Young Inc. in
its capacity as court appointed receiver of the Gray Adqua Group of Companies, and are not o

be relied upon by any other party without our prior written consent.

We trust that our report will be of assistance and we would be pleased o answer any guestions

in this regard.

Yours very iruly,

_Anthony {Tony) M. Tam, Q.C.

MC 25840855




Schedule “A”

Assumptions and Rellance

For the purposes of the opinions expressed herein, we have, without independent

investigatlon or verification, assumed;

(a)

{b)

(c)

(d)

the genuineness of all signatures, the legal capacily of individuals sighing any
documents, the authenficity of all documents submitted o us as originals and the
conformity to authentic original decuments of all documenis submitted o us as certified,
confirmed, telecopied or photocopied coples;

ihat all facis sef forth in official public records and cerlificales and other documents
supplied by public officials, or otherwise conveyed to us by public officials, are complete,
frue and aceurate,;

that each of the parties fo the Documents has been duly incorporated or otherwise
formed, as the case may be, under the laws of the jurisdiction of its incorporation er
formation and has the capacity to give the security to Callidus and has taken all
necessary steps to do so; and

that each of the Documents has been duly authorized, executed and delivered hy each
of the parties thereto.

QUALIFICATIONS

Qur opinions and advice herein are subject to the following qualifications:

(a) The operation and the effect of the provisions of the Receivership Order that
deaes not prevent the filing of any regisiration to presetve or perfect a security
inferest;

{s)] The enforceability of the Documents is or may be subjedt to or iimited by

(i applicable bankruptey, insclveney, reorganization, arrangement, winding-
up, moraterium and other similar laws in effact from time to time affecting
the rights of creditors generally; and

(it} the availability of equitable remedies, including, without limiiation, spscific
performance and injunctive refief, is subject to the discretion of the court
hefore which any proceedings therefor may be brought;

{©) the rights and privileges of the Crown in right of Canada or any Province of
Canada and its agents and the terms of siatutes or regulations governing the
assignability of Crown debts;

{d) we express no opinion as to whether a security interest may be created in
property consisting of a receivable, license, approvai, privilege, franchise, permit,
quota, lease or agreement fo the extent that the ferms of such properly or any
applicable faw prohibit its assignment or require, as a condifion of ifs

MCZ268498655
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(f)

(h)

B

o

{k)

{m)

MC 26848855

assignability, a consent, approval or other authorization or registration which has
not heen made or given;

we express no opinion as to the creation, validify or perfection of a security
interest In any property in respect of which there is applicable federal legislation
which is paramount over provincial legislation relating to securily interests in real
or personal praperty including, but not limited fo, ships, copyrights, trademarks,
patents and industrial designs, and we express no opinion as to the anforceability
of any obligations o do so that may be contained it any security agreemsnt;

insofar as our opinions relate to morigages, pledges, charges or assignments
creafed by any of the documents, such cpinions are subject fo any liens,
charges, adverse claims, morigages, assighments, security interesis or
encumbrances perfected otherwise than by currently effective and publicly
available registrations;

we have not verified the existence of any of the personal property collateral
described in any securffy agreement and express no opinion as to ownership of
of fitle to any of the personal property collateral,

we have not verlfied or determined whether any collateral described in any of the
security agreements in favour of Callidus s a serfal-numbered good requiring
serial-numbered details and regisfration under the serial-number fields pursuant
to the Regulations under the PPSA. A serial-numbered goed, such as a motor
vehicle, boat, aircraft, or mototized fraller, must be perfected by registration by
serial number;

the pricrity of the charges and secwity interests created by any security
agreement or mortgage are subject fo the operation of the laws of Canada and
the province in which any of the property of ihe Borrowers are located in effect
from time to time creating statutory Hiens and frusts having priority over regisiered
morgagss, charges and security interests, which statufory liens and trusis
include but are not limited to those arising under the Incoms Tax Act (Canada},
the Canada Pension Plan Aot (CGanada), the Excise Tax Act { Canada) and the
Employment Insurance Acf {Canada);

We have not reviewed any information respecting obligations to the Canada
Revenue Agency pursuant fo federal legisiation which creates deemed ftrust
claims such as under the /ncome Tax Act (Canada), the Canada Pension Flan
Act (Canada), the Excise Tax Act { Canada) and the Emplovment insurance Aot
(Ganada), and we recommend that the Recelver make inquiries.

any unregistered rights-of-way or other umregistered interests or claims nof
disclosed by registered title regarding the provision of utilities to any real propetty;

any olaim or interest, by possession, coniinuous use or imprevements, which a third
party may have acguired in respect of any reat property;

we have not confirmed the legal boundaries to any of the real property subject to
the security in favour of Callidus;



(o)

MC 25845855
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we have nof verified fhe legal capacity of the officers or directors of the entities to
determine that they were duly appointed or elected and we have assumed their
legal capacities; and

We are soficitors qualified fo practice law in the Aflanfic Provinces of Canada.
The opinions expressed herein are [Imited 1o the laws of the Allantic Provinces
and the federal laws of Canada applicable therein.
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Anthony [Tony) M. Tam Q.G
M C | N N ES Direct +1 (802) 444 5438
. anthony.tam@meinnescooper.com
CO O P ER Puidy's Wharf Towar i
1300-1969 Upper Water Streef

LAWYERS | AVOCATS PO Box 730
Halifax NG

Canads B3J 2V
Tel +1 (902) 425 6500 | Fax +1 (802} 426 6350

Qur File: JS5-143212

May 31, 2017

Mr. George Kinsman
Ernst & Young Inc.

1859 Upper Water Street
13" Floar

Halifax, NS B3J 3N2

Dear George;

Re: Review of creditor securify and secured claims against property per Tender
Package In respect of Gray's Agqua Management Lid.{“Gray’'s Adqua Management®),
Gray Agqua Farms Lid (“Gray Aqua Farms"}, Gray Aqua Group Ltd. ("Gray Agua
Group’), Butter Cove Aqua Farms Lid.(“Buiter Cove), Goblin Bay Agua Farms
Lid.(“Goblin Bay*), Jervis Island Aqua Farms Ltd., Pass-My-Can Agqua Farms Ltd.
(“Pass-My-Can “}), Gray Agua Preocessing Lid. {(“Gray Agua Processing”), M. Gray
Holdings Lid., 608672 N.B. Lid,, 608690 N.B. Ltd., 608691 N.B. Lid., 608715 NB
Limited and 608716 NB Limnited (Collectively the “Gray Aqua Group of
Companies”)

We refer to our letter {o vou of January 31, 2017 ("Security Review- Januwary 31, 2017"} in
connection with the review certain security agreements executed in favour of or held by
Callidus Capital Corporation (“Callidus”) and others from the Gray Aqua Group of
Companies and determination of the status or priority of secured claims against the proceeds
from the sale of real and personal property described in the Parcel Listings tendered for sale as
described in the Gray Aqua Group of Companies-Tender information Fackage-QOctober 26,
2016 {("Tender Package”}.

The purpose of this letter is to update our review subsequent to the bankruptcies of Gray Aqua
Farms, Gray Agua Group., Gray's Agua Management, and Gray Aqua Processing which
companies hecame bankrupt by way of voluntary assighments made on April 15, 2017.

Capitalized terms in this letter and undefined herein shall have the meanings ascribed thereta in
the Security Review-January 31, 2017.

I.  BACKGROUND
Cn application of the Callidus pursuant to section 243 of the Bankruplcy and insolvency Act
{Canada), Emst & Young Inc. was appointed court receiver (the “Recelver”) over all the assets

of Gray Agua Group of Companies by the New Brunswick Court of Queen's Bench Court by
order issued on April 25, 2016 ("Receivership Order”),

MC2688014331
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Il. SCOPE OF REVIEW

We have caused {o be conducfed updates of certain searches and inquires at the public offices
that were necessary in our opinion in order fo provide our opinicns and recommendations
herein, and we rely upon the accuracy of the indices and filing systems maintained at the public
offices where we have searched or inguired or have caused searches or Inguirles io be
conducted, as the case may be, including in the Personal Property Registry maintained
pursuant to the applicable Personal Properfy Security Act (the "PP8A”) and at the applicable
land registry offices.

. QUALIFICATIONS and ASSUMPTIONS

Qur opinicns, comments, advices and recommendations herein are subject to the assumpliions
and qualifications contained in Scheduls "A” attached hereto, including and without limitation,
that our opinions are subject fo the priority of the charges and security interests craated by any
security agreement or morlgage are subject fo the operation of the laws of Canada and the
province [n which any of the propeity Is located in effect from time fo time creating statuiory
tiens and trusts having priotity over registered mortgages, charges and security interests.

IVv. SECURITY REVIEW UPDATE

We have no new information or changes fo this section of our Security Review-January 31,
2017.

V. TENDER PARCEL REVIEW UPDATE

Our comments and opinions, updated from our Security Review-January 31, 2017, are
hereinafter set forth in this letter based on our updated searches and information provided by

the Receiver,

A. Real Property and Aquaculture Licences and Leases

The results and details of our raview are contained in the “MC Review of Secured Claims
Against Reaf Property and Aquaculture Licences and Leases”,

Our opinions herein as to the claim of a secured credifor is subject to the inferest and claims of
the Receiver pursuant to the Reoeivership Order and further subject to the assumptions and
qualifications contained in Schedule "A™ attached hereto. Our summary of conclusions and
recommendations with respect to real property and aquaculiure licences and leases described
in the Tender Package are as follows:
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Parcel 1.0 Aguaculiure Hatchery — Northaimpion New Brunswick

Parcel 1.0 Hatchery equipment and leasehold interest in land and building (PID 10241453}
located in Northampton New Brunswick (inclusive of all applicable leases, licenses and
approvals to operate) {subject fo tenant lease agreement rights)

Leaseshold interest in PID 10241453
Lessee: Gray Aqua Farms

Cpinion: Callidus, directly and pursuant to the BDC Assignment, is the first mortgagee of the
leasehoid interests of Gray Aqua Farms in PID 10241453, subject to:

1. New Brunswick Power Corporation easement; and
2. Property taxes oufstanding as of Nov. 25, 2016:; $ 391.38.

New registrations since our Security Review-January 31, 2017:
« Court Vesting Qrder — Claimant, Ernst & Young inc., Document 36852010 Registered
March 30, 2017
e Assignment of Lease- Lesses, Marine Harvest Atlantic Canada inc., Decument
36880350 Registered April 6, 2017

Farcel 2.0

Adminisirative Building & Warehouse — Northampton New Brunswick

Parcel 2.1 | easehold interest in land and buildings (PiD 10241479 and PID 10276160)
focated in Northampton New Brunswick inclusive of oifice furnishings

Leasehold interest in PID 10241479
Lessees: “Gray Aqua Company Ltd."/Gray’'s Aqua Managemsant

QOpinicn: Callidus, dirsctly and pursuant fo the BDC Assignment, is the first mortgagee of the
leasehold interests of Gray Aqua Company Lid./Gray's Agua Managemeni Lid. in PID

10241479 subject to:

1. Property taxes outstanding as of Nov. 25, 2016: $ 871.50
Leasehold interast in PID 10276160
tessees; “"Gray Agua Company Ltd."/Gray’s Aqua Management
Opinion: Callidus, directly and pursuant to the BDC Assignment, fs the first morigagee of the
leaseheld interests of Gray Aqua Company Lid./Gray's Agua Management iLtd, in PID
10276160 subject to:

1. Property taxes outstanding as of Nov, 25, 2016: $3.45

New registrations singe our Security Review Januaty 31, 2017;
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« Court Vesting Order —~ Claimant, Ernst & Young [nc., Document 36862010 Registered
Muarch 30, 2017;

+  Assignment of Lease- Lessee Marine Harvest Aflantic Canada Inc., Document
36880368 Registered April 6, 2017 in relation to PID 10241479

s Assignment of Lease- lLessee Marine Harvest Atlantic Canada Inc., Document
36880392 Reagistered April 6, 2017 in relation to PID 10276160

Parcel 3.0 Single Family Residence — Notthampion New Brunswick

Parcet 3.0 Single Family Residence {contents not included) and leasehold interest in land
(PID 10276152)

Leasehold interest in PID 10276152, Route 105 Morthampton, Lot 14-01, Plan 33658650,
Carleton County, New Brunswick

Opinfon/Comment: Callidus, directly and pursuant to the BDGC Assignment, is the first
martgagee of the leasehold interests of Gray Aqua Farms in PID 10241453 subject {o:

1. New Brunswick Power Corporation easement.
2. Property taxes ouistanding as of Nav, 25, 2016: $152.65

New registrations since our Security Review January 31, 2017:
»  Court Vesting Ordsr ~ Claimant, Ermnst & Young Inc., Document 38862010 Reqistered
March 30, 2017;
» Asslgnment of Lease- Lessee, Marine Harvest Allantic Canada Inc., Document
36880384 Registered April €, 2017

Parcel 4.0 Aguaculiure Assets — Newfoundland and Labrado

Parcal 4.1 Aquaculiure leases, licenses (7) inclusive of sife spetific aquaculture equipment
inclusive of seventeen (17) submilied or referred applications pending acceptance

a Goblin Bay
Crown Lease — Registration No: 130448

- | esses: Goblin Bay

Opinion/Comment; By Assignment Agreement dated Dec. 11, 2013 registered at the Registry of
Deeds, NL on Dacember 13, 2013 as Registration No. 833158, HSBC assigned to Callidus
securify held by the HSBC including a Debenture in amount $25,000,000.00 {registered as
$24,550,000,00} and registered on November 23, 2011 as Registration No. 495877 ("HSBC
Debenture’). Callidus, as assignee of the HSBC Debenture, is the first mortgagee of the
leasehold interesis of Goblin Bay in the Crown Lease subject to:

1. The terms and conditions of the Crown Lease, including restricions on transfer,
consents of the Crown to transfer and termination rights of the Crown. HSBC, Crown
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and Goblin Bay entered into a Non-Disturbance Agreement dated November 24, 2011 in
respect of this Crown Lease (Refer fo Tab 58 of the HSBC Security Review} and in
particu{ar the Crown provided consent to the mortgage of the leasehold interest (section
2). Section 11(a) and 11(b} permits assignment and transfer by the Caliidus with the
prior wiitten consent of the responsible Minister which conisent shall not be unreasonabiy
withhield provided the requirements in Clause {(b){jii) are safisfied.

Recommendation: The Recsiver should rely on this Non-Disturbance Agreement when seeking
the consent of the Crown to approve the transfer the leasehold interest.

b, Butter Cove
Crown Lease — Registration No: 130448
Lesses: Butter Cove

Opinicn/Comment. Callidus (as assignee of the HSBC Debenture) is the first mortgagee of the
teasehold interests of Butter Cove in the Crown Lease in pricrity to other creditors subject to:

1. The ferms and conditions of the Crown Lease, including restrictions on transfer, consent
of the Crown to fransfer the interest and termination rights of the Crown. HSBC, Crown
and Butter Cove enterad into a Non-Disturbance Agresment dated November 24, 2011
in respect of this Crown Lease (Refer to Tab 57 of the HSBC Security Review) which
provided for the Crown's consent at section 2 to the mortgage of the lease. In particular
section 11(a) and 11(b) permit assignment and transfer by the lender with the prior
written consent of the responsible Minister which consent shall not be unreasonably
withheld provided the requirements in Clause {b)(il) are satisfied.

Recommendation: The Recelver should rely on this Non-Disturbance Agreement when seeking
the consent of the Crown to approve the transfer the lease interest.

. Pass-ly-Can
Crown Lease-Registration No.130459

Lessee: Pass My Can

Opinion/Comment: Callidus {as assignee of the HSBC Debenture) is the first mortgagee of the
leasehold interests of Pass My Can in the Crown Lease in priority fo other creditors subject fo!

1. The terms and conditions of the Crown Lease, including restrictions on transfer,
consents of the Crown to fransfer and termination rights of the Crown. No Non-
Disturbance Agreament was included in the HSBC security package for our review. The
Non-Disturbance Agreement provided for our review in Tab 60 of the HSBC Security
Review was a duplicate of the Jervis lsland agreement and the Callidus Non-
Disturbance Agreement document in Tab 11 of the Callidus Security Review was
incomplete and unsigned. We were subsequently provided Non-Disturbance Agreement
dated November 24, 2011 in respect of this Crown Lease.

Recommendation: The Recaiver should rely on this Non-Disturbance Agreetent when seeking
the consent of the Crown fo approve the transfer the lease interest.

MC 26801433
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d. Wallace Cave
Crown Lease Application Registration No. 142823

Comment; This Crown Leaze Application is not registered but registration is net a legal
requiremnerit. The Receiver was provided with a copy of the Crown Aguaculture Licence No, AQ
15-LIC-1106 issued March 22, 2013 to Gray Agua Group as specified by Lease No. 142823
lssued by the Department of Municipal Affairs and a Maring Aguaculture Water Use
LicencefPermit issued March 15, 2013 by the Crown to Gray Aqua Group for 44.4 acres in
respect of Wallace Cove.

Opinica: Callidus, as assignee of the HSBC Debenture and HSBC sscurity and directly,
pursuant to security granted by Gray Aqua Group over personal property, £.9. gensrat security
agreement, would be entitled to any proceeds from the sale of the leasehold interest of Gray
Aqua Group in priority to other creditors but subject to:

1. The terms and conditions of the Crown Lease, including restrictions on {ransfer,
sonsents of the Crown to transfer or morigage, and termination rights of the Crown.
There appears fo be no Non-Disturbance Agreement with the Crown.

e. indian Tea Point
Crown Lease Application Regisfration No. 142822

Commant: This Crown Lease Application is not registered buf registration is not a legal
requirement. The Receiver was provided with a copy of the Crown Aguaculture Licence No, AQ
15-L1C-1107 Issued March 22, 2013 o Gray Aqua Group as specified by Lease No. 142822
issued by the Deparfment of Municipal Affairs and a Marine Aduaculture Water Use
Licence/Permit issued March 15, 2013 by the Crown te Gray Aqua Group for 55,5 acres in
respect of Wallace Cove.

Qpinion: Callidus, as assignee of the HSBC Debenture and other HSBC security, and directly,
pursuant to security granted by Gray Aqua Group over personatl property, e.g. general security
agreement, would be entitled to any proceeds from the sale of the leasehold interest of Gray
Agua Group in priority to other creditors but subject to:

1. The terms and conditions of the Crown Lease, including resirictions on transfer,
consenis of the Crown to transfer or mortgage, and termination rights of the Crown.
There appears to be no Non-Disturbance Agresment with the Crown;

f. Mare Cove South
Crown Lease Application Registration Ne. 143881

Comment: This Crown Lease Application is not registered but registration is not a fegal
requirement. The Receiver was provided with a copy of the Crown Aquaculture Licence No. AQ
15-11C-10986 issued March 22, 2013 to Gray Agua Group as specified by Lease No, 143981
issued by the Department of Municipal Affairs and a Matine Adquaculture Water Use
Licence/Parmit issued July 24, 2013 by the Crown to Gray Adua Group for 45.0 acres in respect

of Wallace Cove,
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Opinion; Callidus, as assignee of the HSBC Debenture and other HEBG security, and directly,
pursuant to security granted by Gray Aqua Group over persanal property, &.9. general security
agreement, would be entitled to any proceeds from the sale of the leasehold interest of Gray
Adgua Group in prierity to other creditors but subject to:

1, The terms and conditions of the Crown Lease, including restrictions on transfer,
consents of the Crown to transfer or mortgage, and termination rights of the Crown.
There appears to be no Non-Disturbance Agreemeant with the Crown,

Recommendation: Seek Minister's consent to a transfer of this lease in conjunction with the
other leases and licences. Aitempt to rely on the rights as provided for in the ofher non-
disturbance agreements,

g. Jervis Islandg
Crown Lease — Registration No: 131856
Lessee: Gray Aqua Group

Oplnlon; Callidus, as assignee of the HSBC Debenture and other HSBC security, and directly,
pursuant to security granted by Gray Aqua Group over personal property, e.g. genaral security
agreement, would be entitled to any proceads from the sale of the leasehold interest of Gray
Agqua Group in priority to other creditors but subject to:

1. The terms and condifions of the Crown Lease, including restrictions on transfer,
consents of the Crown fo transfer or morigage, and terminaticn rights of the Crown.
There appears to be ne Non-Disturbance Agreement with the Crown.

Recommendation: Seek Minister's consent fo a transfer of this lease in conjunction wiih the
other leases and licences, Attempt to rely on the rights as provided for in the other non-
disturbance agreements.

General Comment: Our search at the Registry of Deeds disclosed the following registered
under Gray Agua Group:

Crown Licence-Registration No. 133527
- Document:  Crown Licence for a term of 5 years from 30 May 2012
- Description:  not to exceed 0.5 hectares
- Location: Buiter Cove
- Registration Date: 17 March 2012
- Consideration: $100.00/year

Comment; Wa note that Licence #133527 is not included in Parcel 4 of the Tender Package.

QParcel 5.0 Aguaculiure Assets - New Brunswick

Parcel 5.1 Aquaculiure leases, ficensss, and approvals inclusive of site specific aguaculture
eguipment
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A Hog Island

PID: 15181597, Hog lsland, Passamaquoddy Bay, Aguaculture Site MF0504, Charlotte County,
New Brunswick

Owner: N.B. Fisheries & Aguaculture/Fisheries & Aquaculture
Lesses; Gray Aqua Group

Comment: 8676658 CANADA INC. is the mortgagee by the Collateral Mortgage registered on
2015-03-05 as Document 34660093 as collateral security for the repayment of $375,000.00

Opinion: 8676658 CANADA INC. is in priorily to Callidus’ security interests over the leaseshold
interests of Gray Aqua Group in PID 15181597 subject {o:

1. Property taxes outstanding as of Nov. 25, 2016:$130.92

New registrations since our Security Review-January 31, 2017:
s Court Vesting Order ~ Claimant, Erst & Young Inc., Document 36862010 Registered

March 30, 2017,

B. Hospital Island

PID: 15159502, Hospital Island, Passamaguoddy Bay, Parcel 84-2 on Plan 16027840, Aquac
Lease MF-0084, Charlotie County, New Brunswick

PID: 15065809, Hospital istand, Passamagquoddy Bay, Parcel 84-1 on Plan 16027840, Aquac
Lease MF-0084, Chariotte County, New Brunswick

Owner: N.B. Fisheries & Aquaculiure/Fisheries & Aquaculiure
Lesses: Gray Agua Group

Comment: 8676658 CANADA INC. is the morigagee by the Collateral Morigage regisiered on
2015-03-05 as Document 34660093 as collateral security for the repayment of $375,000.00.

Opinion; 8676658 CANADA INC. is in priority to Callidus’ security Inferests over the leasshold
interests of Gray Aqua Group in PID 181568502 and PiD 15085809 subject fo;

1. Property taxes outstanding as of Nov. 25, 2016:$101.62

New registrations since our Security Review-January 31, 2017:
» Court Vesting Order ~ Claimant, Emst & Young Inc., Document 36862010 Registered
March 30, 2017;
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C. Douglas Island

PID: 10585806, Douglas Island, Aqua Site # 36, Parcel 36-1 on Plan 13721307 (Frye lsland),
WMunicipality of Back Bay, Parish of 5t. George, New Brunswick

Qwner: N.B. Fisheries & Aquaculiture
Lessee: Gray Agua Group

Comment; No registered mortgage.

Opinion: Callidus, as assignee of the HSBC Debenture and other HSBC security, and directly,
pursuant to security granted by Gray Aqua Group over personal property, e.0. general security
agreement, would be entitled to any proceeds from the sale of the leasehold interest of Gray
"~ Agua Group in PID 10585806 in priotity to other creditors buf subject to property taxes in the
amount of $1,826.78.

New registrations since our Security Review-January 31, 2017
» Court Vesting Order ~ Claimant, Ernst & Young inc., Document 36862010 Registered

March 30, 2017,

Parcel 8.0 Fish Processing Plant, Equipmeni, and Storage Building — Newfoundland and

Parcel 81 Land and buildings located at 1-3 Plant Road, Hermitage Newfoundland
and Labrador {(subject to tenant lease agreement rights)

Fee simple jands: Gray Aqua Processing is the owner of the property at 1-3 Plank Road,
Hermitage, containing .205 Hectares pursuant to Conveyance from Ocean Chaice International
L.P. and 55104 Newfoundland and Labrador [nc. registered at the Registry of Deeds, NL as
Registration No: 468146 on July 18, 2011 for the sum of $847,048.00,

Comment: Callidus, as assignee by Assignment Agreement dated June 13, 2016 of security
held by BDC, is the holder of the first mortgage dated April 26, 2012, in the amount of
$2,285,000.00 registered at the Registry of Deeds, NL on July 5, 2012 as Registration No:
537631,

Comment: The lease referenced in this parcel is between Gray Aqua Processing and Hermitage
Processing Inc. A Notice of Lease was registered on July 14, 2016 as No. 772437. The Notice
of Lease is made with effect as of “April, 2014” hut signed July 15, 2016 by Gray Agua
Processing. The term of the lease is for 5 years ending April 14, 2019 with extension rights.
The Notice of Lease refers to a right of first refusal fo Hetmitage Processing Inc. to purchase the
premises and “Equipment’ which is described the Schedule A to the Notice of Lease. The
“Equipment’ includes the personal property described in the Tender Package in Parcels 6.2 and
6.3 and many of the iterns in Parcel 6.4,

We reviewad a copy of a Congent and Non-Disturbance Agreement dated October, 2014
among BDC, Gray Aqua Processing and Hermlfage Processing Inc. whereby BRC agreed to
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hot to interfere or diminish of Hermitage Processing Ing.’s tenancy and its rights under the [ease
so0 long that it is not in defaulf.

Opinion: Callidus, as assignee of BDC seclrity pursuant to the BDC Assignment, is the first
priority secured creditor in the fee simple lands, subject {o any rights, including nen disturbance
rights, of Hermitage Processing Inc. pursuant to the Consent and Non-disturbance Agreement.

Parcel 6.5  Fish Processing Plant, Eguipment, and Sforage Building — Newfoundland
and Labrador

Fee simple property; Gray Aqua Processing is the owner of the property along Southwest of
Trans Canada Highway on Route 363, Hermitage containing 0.128 hectares by conveyance
from VWilliam Roberts and Dehorah Roberts fo Gray Agua Group Ltd registersd ai the Registry
of Deeds, NL as Registration No: 482051 on September 28, 2011 for the sum of $25,000.00,

Our search disclosed a Notice of Mortgage by Gray Aqua Group Lid. in favor of Callidus
registered as Regisiration No: 685688 on November 24, 2014 against this property and
licenses.

Comment; Phil Taylor by e-mail of Dec, 16, 2016 to John Stringer, advised that to his
recollection, Callidus did not obtain the mortgage that the Notice of Mortgage was registered
above.

QOpinion: Callidus would still be entitled to any proceeds from the sale of the fee simple lands
pursuant to personal property security agsinst money as there are no other registered
encumbrances.,

B. Personal Property described in the Tender Package {other than vessels)

We cannot opine as to the priority ranking of a security interest against personal property but we
cah advise as fo the order of any registered claim against the personal property based upon the
registered security interssts under the PPBA or other public regisiries applicable to registration
of security interests against personal property. We trust this will be of assistance in determining
the order of the entitiement to any sale proceeds arising from the sale of the personal property.

Subject to any privrity claim of the Receiver in accordance with the Recelvership Order and the
assumptions and qualifications contained in Schedule “A” altached hereto, Callidus is the
secured creditor in priority to other creditor claims against the machinery, equipment, and ofher
personal property except or subject to the following security interests:
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Parceil 5.2

Other Non-site Specific Aquaculiure Equipment (including smatl vessels)

Parcel 6.2 Specified Fish Processing Equipment — B36 Cutter

Scanvaegt Model B36, Portion Cutfer, S/N 15461.80.0687, with laser scannper,
micro process controiler

Comment: This description Is repeated iIn Parcel §.4. The South Coast Community
Development Corperation ("SCCDC") filed a security interest against Gray Adqua Processing
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under the NL PPSA on February 13, 2013 as Reg. No. 10732998 against this equipment
described as “B36 Portion Machine”. We reviewed a general security agresment dated
February, 2013 (the day is unclear on the document) by Gray Aqua Processing to the SCCDC
which specifically secures the equipment. The general security agreemment appears fo be in
order. We further reviewed a Priority Agreement dated Feb. 12, 2013 between BDC and
SCCDC with respect to this equipment.

Comment; As discussed under Parcel 8.0 of this [etter in relation to the lands at 1-3 Plank Road,
Hermitage, Hermitage Processing Inc. filed a Notice of Lease registered on July 14, 2016 as
No. 772437 for the lease of the premises. The Nolice of Lease refers fo a right of first refusal to
purchase “Equipment” as described in Schedule A which includes the equipment described in
this Parcel 6.2. The Receiver has advised that there are no agreements between SCCDC and

Hermitage Processing Inc. respecting this equipment.

Opinion; SCCDG has priority to Callidus to the proceeds from the sale of the “B38 Pdrtion
Machina”.

Parcel 6.3 Specified Fish Processing Equipment - Plant Infeed

« Wash Tank & Conveyor, S/N M001185
» Pocket Conveyor, SiN 19840-007

o Vacuum Pump Mofor, C1207170822

»  Pump, S/N 11-120P003059

s Tote Dumper, S/N M001137

(See page 48 of Tender Package)

Comment: The Central Community Devslopment Corporation (‘CCDC") filed a secutrity interest
against Gray Agua Processing under the NL PPSA on February 20, 2013 as Reg. No.
10811776 against the equipment described above. We reviswed a general security agreement
dated February 25, 2013 by Gray Aqua Processing to the CODC which specifically secures the
equipment. The general security agreement appears o be in order. We further reviewed a
Priority Agreement dated 2013 (no stated day or month) between BDC and CCDC with respect

{0 this equipment.

Comment: As discussed under Parcel 6.0 of this letier in relation to the lands at 1-3 Plank Road,
Hermitage, Hermitage Processing Inc. filed a Notice of Lease registered on July 14, 2018 as
No. 772437 for the |ease of the premises. The Notice of Lease refers to a right of first refusal to
purchase “Equipment’ as described in Schedule A which appears to include the equipment
described in this Parcel 6.2. The Receiver has advised that there are no agreements between

CCDEC and Hermitage Processing Inc. respecting this equipment.

Opinion: CCDC has priotity to Callidus to the proceeds from the sale of the equipment
described in this Parcel 8.2.
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%
Parcel 6.4 Specified Fish Processing Equipment - Other |
I

The following equipment is listed in Parcel 8.4

“Ozone International Model C-300ELW, 30 Gallon per minufe Ceniralized White
Water Ozone System, S/N 02327

The equipment is subject to the fallowing security interest:

TEN (1) AM-2014 AMBIENT OZONE MONITOR {1}
E

Ozane 107297052013~ | (1) CERD0ERWWEHEWAT

Internatianal 0712 0Z-2 TEST KIT, HISEOLV N
uc

We have requested the Recelver to obtain a copy of the agreement in refation {o this equipment
to datermine if it is a purchase money security interest in priority to Callidus.

COMMENT: This asset was excluded from the sale to Marine Harvest as the Lease agreement
dated Oct. 29, 2012 between Gray Aqua Processing and Ozone was formaily assigned to
Marine Harvest on March 31, 2017,

The following equipment listed in Parce! 6.4 is repeated in Parcels 6.2 and 6.3

« “Stainless Steel Electric Tote Dumper, S/N M0011377 is repeated in Parce! 6.3. CCDC
has priotity te Callidus.

e “SIN 19940-007, (Approx. 130} Pocket Fish Conveyor” is repeated in Parcel 6,3, CCDC
has pricrity to Callidus

» “Scanvaegt Model B36, Portion Cutter, S/N 15461.80.0587, with Laser Scanner, Micro
Process Confroller” is the same description as in Parce! 6.2, SCCDC has priority fo
Callidus

Comment/Opinion: We conflrm our comments and opihions above in relation to this equipment
and in particular the pricrity claims of SCCDC and CCDC, respectively.
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C. Personal Property described in the Tender Package - Vessels

We draw your attention to the following vessels:
o described in Parcel 4.2 (b) {pages 38 and 39 of the Tender Package)

« described in Parcel 5.2 (b) (pages 42 and 43 of the Tender Package)
» Parcel 7.3 “ AEG Feeder”

» Parcel 7.6 "GAGL Feeder”

» Parcel 7.7 ‘GAGL. Feeder’

Our inguities under the Shipping Act (Canada) disclosed no registrations of the above noted
named vessels. Our PPSA searches did not disclosed any registrations against the vessels as
serial numbered goods but Calfidus holds general security interests, directly or assignee of the
BDC and HSBC security, against all personal property of the Gray Agua Group of Companies
with no prior security filings.

Subject to whether regiatration under the Shipping Act (Canada) is required which is a qusstion
of fact, Callidus has a secured claim against these vessels pursuant fo its general security
interests and is entitled to the proceeds from ithe sale thereof in priority to other creditors and
further subject to the Receiver's priority under the Receivership Order and the assumptions and
qualifications contained in Schedule "A” attached hereto.

In respect of the other “Marine Vessels” described in Parcel 7 of the Tender Package and
subject {0 the Receiver's priority under the Receivership Order and the assumptions and
qualifications contained in Schedule “A” attached hereto, Callidus is the secured creditor in
priority ta other creditor claims against the vessels described in Parcel 7 of the Tender Package

except for the following vessels and security interests:

Parcel 7.1  “Walter Gray”

Owner; Gray Agua Group
Official Number: 345865

Port of Registry: St. Andrews
Date of Registry: July 27, 2007

Mortgages:

1. Mortgagee : Toronto Dominion Bank
Registered: May 4, 2007
$250,000
Mortgagor: Gray Aqua Management

2. Mortgages :Callidus
Registered: Nov, 10, 2011
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Comment; The Recsiver issued a lefter dated May 2, 2017 to TD Equipment Finance advising
TD that the records of Gray Agua Management indicate that no amount is due in connection
with the vessel and if TD Equipment Finance believes an amount is awed, requesting support to
confirm the amount outstanding. No response 1o date.

The Receiver will give TD Equipment Finance a nolice of the distribution hearing, If TD
Equipment Finance does nof provide supporting documents of a debt by the time of the
distribution hearing, the proceeds from the sale of this vessel should be paid to Callidus.

B Parcel 7.4 ‘Dylan B”

Owner: Gray Agqua Group
Official Number: 821802

Port of Registry: St. Andrews
Date of Registry: Oct, 31, 2000

Maortgages:

1. Moitgagee: West Isle Port Ltd.
Registered: Sept. 3, 2008
$200,000
Mortgagor: Gray Aqua Management

2. Mortgagee :Callidus
$24,550,000 Registered Nov. 10, 2011
(Note: HSBC mortgage dated Nov. 10, 2011 and assigned to Callidus by agresment
Dec. 11, 2013)
Registered: Nov. 10, 2011

Comment; We are advised by Chris Keliher of Emnst & Young Inc. that he has recently contacted
Mr. Donovan Frye, a representative of West Isles Transport Lid., In refation fo the vessel Dylan
B. Mr. Frye has confirmed to Chris that Gray Aqua Group Lid. Is not indebted to West Isles i
Transport Ltd. in respect of the vessel Dylan B, which is subject to the West Isles Transport Ltd.
registered mortgage in the original amount of $200,C00.

Unless by the distribution hearing, Westpost [sles makes a claim, the proceeds should be paid
to Callidus.

Parcel 7.9 ‘MG487

Comment: Our inquiries under the Shipping Act (Canada) disclosed no registrations of the
MG48 barge. Our NB PPSA search did disclosed the following registrafion against Gray Aqua
Group over the MG48 barge:

Snow Jsland Reg. No, 26721747 General Collateral
Salmion [ne. Supplier - MG48 barge togsther with ail alfachments, accessoriss,
Filgd: 2015-04-24 accessiong, replacements,.....
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Comment; The MG48 is likely a “boat” by definition under the PPSA Regulations of NB based
on the Tender description of the MG30. We reviewed a Conditional Sales Agreement dated
April 13, 2015 betwean Gray Agua Group Ltd. and Snow Island Salmon Inc. in respect of "ONE
MG48" BARGE” for the gale price of $65,000.

This is a_potentially defective filing. it was not filed under serial number field as required
under_the PPSA and prior filings pursuant to the general security interest held by
Callidus would therefore have priority at this point in time.

Comment: The MG48 Barge is a boat, and therefore among the class of equipment
enumerated under the PPSA as "serial numbered goods”. Section 25 of the New Brunswick
PPSA Gensral Regtlations mandates the filing of serial numbered goods information in the
space allotted for suich serial numbered goods information on the registration form. This was not
done in relation te this particular PPSA registration, and it was thus defactive as of April 15,
2017, the date Gray Agua Group Ltd. became bankrupt. Caffidus has priority to the proceeds
from the sale of MG48.

D. Real Property not specifically described in the Tender Package

CROWN L EASE

No. 143981 to
Dated Aug. 17, 2016
Lessee; Gray Agua Group Ltd.

~ Lease of 49.900 hectares situate at Mare Cove, NL for aquaculiure for a term of 50 years from
November 21, 2016 subject to rents, covenants and conditions contained herein.

Comment; This Crown lease was not cansidered in our Security Review-January 31, 2017. Our
searches disclosed no specific mortgage of the leasehold interest of Gray Agua Group. Callidus
is entitled to the proceeds from the sale of the leasehold interest pursuant ta personal security
security granted by Gray Aqua Group.

E. Personal Property not specifically described in the Tender Package

We understand that the Receiver intends to sell personal property that may not be described or
referred to specifically in the original Tender Package. Subject to any pricrity claim of the
Recelver in accordance with the Receivership Order and the assumptions and qualifications
contained in Schedule “A” attached hereto, Callidus is the secured credifor in priority to other
creditor claims against machinery, equipment, and other personal property not described or
referred to specifically in the Tender Package except or subject to the security interests set
forth in the following table. We have reviewsd the security agreements to some, but not all of

the filings as noted in the Commaent column,
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{2} New Brunswick

The Toronto~
Daminton Bark

TD Equipment
Finance Canada

= it

19645871 Cine (1) Agua-iife Fish Pump, madel
2011-01-06 1614 &M and one (1) K3F Fish Pump

maodel KSF4
Explred: Jan. 6,
2017 renewed
to expire
January 6, 2818
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We have not reviewed any security agresrent
in relaflon to this interest. The Recaiver
provided an  [nvoles issued by  Higgine
Equipment Limited dated Jan. B, 2011 for 4 sale
to Capital Underwriters Inc. which was acquired
by TD Equipment Finance. Pofentially a PMSI.
Ve understand from the Receiver that the
focation of this collaterat is in New Brunswick,
The NB PPSA fiiing on Jan. 6 2011 as Ne,
19546878 was renewsd io expire January §,
218. TD Eguipment Finance, The Recsiver's
Inguiries with the Gray Aqua Group disclased no
information to  confinn the timing of the
possession of the collateral by Gray Aqua Farm.
Given the timing of the original FPSA filing and
the dale of the invoins, if the collateral was
delivered after the dats of the invoite, then TD
haolds a valid PMSI,

Comment: It is reasonable to conclude
that TD Equipment Finance Canada is
antitled to the proceeds from the sale of
this collateral.

The Toronto-
Dominicn Bank

TH Eguipment
Finance Canada

19769852 Two {2) 2(r] 1 Agua Sonar Fish Slzing

an11-02-47 Sonar Units S/N 041 and 042
Expiras: Feb,
17, 2017

in refation to this collateral interest, we have
reviewed az Lease Agreermeni, Confract Ne.
22432 dated Jan. 5, 2011 between Gray Agua
Farms, as lessee, and TO Equipment Finance
Canada, as lessor, and an involce issued by
Aqua Sensing Technologles Limied dated
Feb.15, 2011 for a sale to Gaplial Undemwriters
Ine, {which was acquired by TD Edquipment
Finance Canada). Potentially a PMSI.

The Newfoundland & Labrader PPBA
reglstration that was filed as No, 8853118 for
TP Bank against both these sonar units gxplred
Fab. 17, 2847, Our subsearch disclosed no
renewal of this filing within 30 days of expiry.

iIn New Brunswick, a valld PPSA registration
(No. 19768882, renewed to Feb. 2, 2019} exists
for thase sotiar urifs.

The Receiver has datermined the [ocafion of

these sphar unite as situated in Conne River
NL. The NB ragistration = not effective to

sacure the unts locatsd in NL,

Gomment: Callidus has prlotify to the
proceeds from the sale of this
collaferal.

The Toronto-
Bominion Bakk

TD BEquipment

NB Rag. No, Gengral Collateral
20019808

2011-04-28 Vatious fishing equipment Jocatad in
Expiras: April Conn River, Nild Including one (1)

The Recelver provided an involce [ssued by
TRM Constéants [ne. dated Feb. 18, 2041 for a
sale fo Gray Adgua Farms for the following:
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Finance Canada

28, 2016

2008 Silver Dolphly Statd Up Cabln
Boat S/N QTNO3BBHIS0S, one {1)
Siver Dalphin Bow Rlder Boat S/N
QT8R0T

Serial N ered Collateral

BOAT, 2009 Slivar Dolphin Stand Up
Cabin Boat S/N QTNO36BHIS00,

BOAT 2011 Silver Dolphin Standup
Cabin Boat SN QTHN118FJD111

Page 18
J8-143212
May 31, 2017

»  One (1) 2008 Sitver Dolohin Stand

Up Cabin Boat S/ QTNOZ6EHII09

»  ONE (1) YAMAHA FI0DTXRH
CUTBOARD MOTOR S/N 1000434

Receiver has confinmed that this boat and motor
are located in NB. We have not reviswed any
security agreement in relation to this interest in
favour of T Bank. The information provided by
G5ray Aqua Farms to the Recsiver is that TD
Bank financed Ee actuisition.

TO Bank's NB PPSA filing as No.20019808
{expiring Apriil 28, 2019) is against both Delphin
boats and the outboard motars, The Dalphin
boats are described in the serial number
vollateral fields bul the motors are net in the

serlal number collataral field as requdred tndet
{he PPSA,

TP Bank has priority to the proceeds
from the sale of the one (1) 2009 Silver
Bolphin Stand Up Cabin Boat SN
QTNO3ABBHIS09.

Callidus has priorify fo TD Bank to the
proceeds from the sale of the ONE (1)
YAMAHA F300TXRH OUTBOARD
MOTOR S/N 1000434

The Recelver provided an invoice issted by
Fab-Tech industries Ine, dated Apdl 11, 2011
for a zale fno Gray Aqua Farms for the foltowing:

+  one (1} Silver Dolphin Bow Rider

Boat (Stand Up Cabin Boat) S/
THN118FJD11

Recsiver has canfirmed that this boat is located
in NL.

The NL PP3A registration that was filed for TD
Bank agalnei this boat and motor as Reg. No.
9013284 {boat ia desordbed In the serial number
calfateral  fiefd but nof the moloi) was
discharged on April 27, 2017 { Reg. No,
14874663) Qur ML PPSA search as of May 31,
2017 against Gray Agua Famms  Limited
disclosed no filings to TD Bank,

Callidus has priority to TD Bank fo the
proceeds from the sale of the one (1)
Silver Dolphin Bow Rider Boat (Stand
Up Cabin Boat) S/IN QTN118FJD11 1)

The Receiver provided an involce issued hy
Cutdoors (1883) Lid. dated Aprit 21, 2011 for a
sale o Gray Aqua Fams for the followlng:

« ONE{1) YAMAHA F150X 4-
STROKE, XL ONG YAMAHA
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CQUTBOARD MOTOR S/ 1/D0BIS

The NL PPSA registation that was filed for TH
Bank against this mator as Reg. No, 5013284
{bosat Is described in the serial number collateral
fleid bt ot the motor} was discharged on Aoril
27, 2017 { Req. No. 14874663) Cur NL PPSA
search as of May 34, 2017 against Gray Agua
Farms Limited distlosad nhe filings to TD Banik.,

Callidusg has priority to TD Bank to fhe
proceeds from the sale of the QME (1)
YAMAHA F150X 4-8TROKE, X-LONG
YAMAHA QUTBOARD MOTOR 8/N
11006895

Blue Chig
Leasing
Corporation

204705233
2011-08-16

ALL EQUIPMENT LEASED BY THE
DEBTOR INGLUDING, BUT NGT
LIMITED TO ONE D350-250 TOYOTA
DIESEL POWER UNIT IN CRASH
FRAME INCLUDES 150FT HOSE KIT
AND FITTINGS, ONE &1
TERMINATOR 3 HEAD NET
WASHER COMPLETE WITH JETS,
WITH ALE ATTCHMENTS AND
ACCESSORIES.

We teviewed an agreement with Blus Chip
Leasing for the equipment and [t appsars to be
a capital lease {copy provided did not Inciude
any dafes, e.g. egreemeni, paymeni or
delivery). Potential PMS] if the filing of the
securlty interest was nof laisr than 15 days of
poszessfon of the esulipment by Gray Agua
Farms. The Receivers inquiries with the Gray
Agua Farms disclosed no infermation to confirm
the fiming of the possession of the collateral by
Gray Agua Farms.

Comment: Evidence is incenclusive as
to whether the PSMI was perfected
within 15 days of possession of the
equipment by Gray Agqua Farms. If no
other creditor can show that Blue Chip
Leasing Corporafion is not entitled fo
the proceeds, then the proceeds from
the saie of this eollateral should be paid
to Blue €hip Leasing Corporation,

Bank of
Montraal

20806812

Mator vehicle, 2610 Ipternational 7400
BX4, sarial number
THTWGAATSAIZE8670

Agresment not reviewed.

Comment

We understand that the Recsiver has
determined that this vehicle no longer
Bxisis

Snow [stand
Salmon Ine.

25880626

2015-05-27

Sorial Numbered Gotlateral
Fishing vessel, MV BRIAN &
AMANDA, K.10. Smith & Son
Boathuilders Limited, seral number
395615

Fishing vessel, MY THE MINNIE MEL,
Cape Egmont Enferprises Lid,, serial
numbear 819907

General Coltateral
2 Barreft Bullt Skiffs

We reviewad a Condltional Sales Agresment
dated May 22, 2015 betwsen Gray Agua Group
Lid, and Snow [sland Salmen Ine. in respect of
tha foliowing:

'ONE FY BRIAN & AMANDA (396615) and
ONE FV MINNIE MEL{THE)(819907) ALSO 2
BARRETT BUILT SKIFFS”

Our latest searchdid not show any ffing to
Snow !sland Salmott Ino. against Gray Agqua
Group over the above collateral,

Opinion: Srow Island Salmon ine, is unsecured
on fhe above collateral because it filed under
the wrong debtor entity, Gray Aqus Farms,
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urtess i can show that Gray Agua Group
assumed the agrsement. The reference in the
Conditionzl Safes Agresment ts “Fv"* while the
filing is referenced "MV, [t is a question of fact
whether which is correct and a matter of law if
that affacts the validity of the filing, Cellidus has
prioflty to Snow Island Salmon over the abovs
coftateral at this point.

Comment; No fo changs our opinien,
Callidus has priority to Snow Island
Salmen over the above collateral unless
Snow lsland Salmon Ing. can produce at
ar before the distribution hearing proof that
Gray Agqua Group Lid, asslgned tis interest
i the applicable agreement io Gray Adua
Farms bLid. prior to April 15, 2017, ths date
both Gray Aqua Group Lid. and Gray Agua
Farms Lid. became bankript.

Snow Island
Salmon nc.

26450880
2015-08-24

ME30 Barge, One Yakarmnoto Scale,
Four pipe band alds, Two YS! Cxy
Guards, One Tohatsu BOHP outboard
tnotor, Twe sef of ldema net washing
heads with 24HP sprayer, Three
B00KG IAS feaders, One Barrat Buiit
Box Skiff also One Merctiry B0HP
cutboard molor,

We reviewed 2 Condifional Sales Agreement
dated Sept, 4, 2015 hetween Gray Aqua Group
Ltd. and Snow Island Safmon Ine. In respect of
the "WE30° barge.

Our fatest search dld not show any filing to
Snow Island Salmon ine. against Gray Aqus
Giroup over the MG30 but it did show a filing
against Gray Agua Farms in favour of Snow
Island Salmon Inc. { Reg. No.26450880 on
2015-09-24)

Regardless of whether Snow Island Salmien Inc.
canh produce at or before the distribution hearing
proof that Gray Aqua Group Lid. assigned its
interest in the applicable agresment to Gray
Aqua Farms Lid. pror fo April 16, 2017, the
fifing by Snow Istand Salmon Inc, in respect of
the "MG3Q" barge and motors was defective
because they wore filed tnder the setlal
numbered gaods infermation under the NBE
PESA,

Gomment: Callidus hag priority to Snow
Island Salmon Inc. to the proceeds from
the sale of the “MG30" barge and
motors.

Bank of Nova
Seotia—

20736310

2011~10-26
{originial}
2018-08-18
(renewal}

Motor vehicle, 2017 Ford F150, serial
nuithar 1#extensdikdd {386

We reviewsd a Credit Agresraent dated Sept,
30, 2011 betwesn Scofishank and Gray Aqua
Farms and Timathy Gray.

We understand the Receivar's quatles to Bank
of Nova Scotia-Aflantic CAU ("BNS"} resulied in
BNS claiming to have no such vehicle on their
books buf according to Gray Aqus Group
records, BNS is owed $28 857.97.

The Receiver has sent a lelter dated May 2,
2017 to BNS togethsr with a copy of the Cradit
Agreement to request that BNE confimms the debt
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is due to BMS.

Comment: The Receiver will give BNS a
hofice of the distribution hearing. If
BNS doas not provide supporfing
documents of a debt by the time of the
distribufion hearing, the proceeds from
the sale of this vehicle may be paid to

Callidus.
Ford Cradit | 21157458 Motor vehlole, 2012 Ford F160, seral | We reviewed a Retail Instalment Contract dated
Canada Limited nursher 1FTRW1EF2CFA4G5S5 Feb, 21, 2012 betwsen Ford Credit Canada
2012-02-24 Lirnlted {("Ford Credlt”) and Gray Aqua Farma. A
{original} financing statament was flled under the MB
2016-05-13 PPSA as Reg. No. 21157488, axpiring Feb, 2,
{renewal) 2018,

Comment: Ford Credit has priority to
ths procesds from the sale of this

vehicle.
Ford Credit | 21157466 Motar vehicla, 2012 Ford F150, serial | We raviewed a Retail Instalment Centract dated
Ganada Limited nuimdser JETRWEEXCKDO7955 Feb. 21, 2012 bstween Ford Credit Canada
2012-02-24 Limited ("Ford Cradit”y and Gray Agua Farms, A
{orlghnal) financing ataterent was flied under the NB
2016-05-13 PRBA as Reg. No. 21157468, expiting Feh. 2,
(r=newal) 2018.

Commeni: Ford Credit has priority to
the proceeds from fhe sale of this
vehicle.

(b} Newfoundland and Labrador

Ford Credit 14167081 Satial Nurbet Wa reviewed a Retall Instalment Gantract dated
Gaitada Limiled 1FTEWIEFXCKDO70855 Mator Vehicle | Feb. 21, 2012 between Ford Gredit Canada
201 6-08-04 2012 Ford F150 Limited (*Ford Credit") and Gray Aqua Fams. A

firrancing statement was also filed Under the NB
PP3A as Reg. No, 21157466, explring Feb. 2,
20189,

Comment: Ford Credit has pricrity to the
proceads from the sale of this vehicle.
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We reviewed an agreetnsnt with Blus Chip
Leasing for the equipment and it appears to be a
capital lease (copy provided did not Include any
dates, e.y. agreement, payment or delvery).
Potentiat PRSI if the filing of the securily interest
was nof later than 15 days of possession of the
equipment by Gray Aqua Farms. The Racaivers
inguiries with the Gray Aqua Farms disclosaed no
Ihformation fo confirm  the t{iming of the
possession of the collateral by Gray Aguas
Famms.

Comment: Evidence is Inconclusive as
to whether the PSMI was perfected
within 15 days of possession of the
equipment by Gray Aqua Farms. If no
other creditorr can show that Blue Chip
Leasing Corporatlon [s not entitled fo
the proceeds, then fhe proceeds from
the sale of this coliateral should he paid
fo Blue Chip Leasing Corporation.

Agreement not reviewsd.,

Agreement nof reviewed,

‘The Receiver advises that the collateral w:as’
returned fo e creditor

BLUE CHIP 20470233 ALL EQUIPMENT LEASED BY THE

LEASING DEBTOR

CORPORATION 2011-08-18 INCLUDING, BUT NOT LIMITED TO
ONE D50-280 TOYOTA DIESEL
POMWER UNIT IN CRASH FRAME
INCLUDES {S0FT HOSE KIT AND
FHTINGS, ONE MPI TERMINATGR 3
HEAD NET WASHER COMPLETE
WITH JETS, ALL ATTCHMENTS AND
AGCESSORIES.

Q47759 N.B. Ltd. 25768557 A securfty interest is taken In all of the
debior's present and after acquirad

2015-05-04 shares in the capltal of 628228 N.B.

Incorporated.

HARBCUREDGE 26357616 ONE 1599 GRADALL 534D6-42

COMMERCIAL TELESCOPIC FORKLIFT, SERIAL

FINANCE 2015-09-02 #0865027

CORFORATION

Ford Gredit 25521008 Motor Vehicle — 2018 FORD F1i50,

Canada Leasing, serlal number IFTEWAEFOFFAS1512

2016-06-03

The Recelver advlses that this Ford F-150 has
been returned to Ford Credit Canada Leasing.

{b) Newfoundland and Labrador

2016-08-04

Ford Gredit
Canada 11:39 Motar Vehicle 2015
Leasing, Ford F150 14197073

Serlal Number IFTEWTEFOFFAS1512

The Receiver advises that this Fard F-150 has
been refurned fo Ford Credit Canada Leasing.

This fetfer and any opinions expressed herein are solely for the benefit of Ernst & Young Inc. in
its capacity as court appointed receiver of the Gray Agua Group of Companies, and are not to
be relied upon by any other party without our prior written consent.

MC 26801433




MCINNES COOPER Page 23
JS-143212

May 31, 2017

We trust that our report will be of assistance and we would be pleased to answer any questions
in this regard.

Yours very truly,

- =
et
Arithony (Tony) M. Tam, Q.C.

-

-
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Assumptions and Reliance

For the purposes of the opinions expressed herein, we have, without indspendent

investigation or verification, assumed:

(a)

{d)

the genuineness of all signaturss, the legal capacity of individuals signing any
documents, the authenticity of all documents submitted to us as originals and the
conformity to authentic original documents of all documents submitted to us as certified,
confirmed, telecopied or photocopied copies;,

that all facts set forth in official public records and certificates and other documents
supplied by public officials, or ctherwise conveyed to us by public officials, are complete,
true and accurate;

that each of the parties to the Documents has been duly incorporated or otherwise
formed, as the case may be, under the laws of the jurisdiction of its incorporation or
formation and has the capacity to give the security to Callidus and has taken all
necessary steps to do so; and

that each of the Documents has been duly authorized, executed and delivered by each
of the parties thereto.

QUALIFICATIONS

Our opinions and advice herein are subject to the following qualifications:

(@) The operation and the effect of the provisions of the Receivership Order that
does not prevent the filing of any registration to preserve or perfect a security
interest;

{b) The enforceability of the Documents is or may bs subject to or limited by:

(M applicable bankruptcy, insolvency, reorganization, arrangement, winding-
up, moratorium and other similar laws in effect from time te time affecting
the rights of creditors generally; and

(i the availability of squitable remedies, including, without limitation, specific
performance and injunctive relief, is subject to the discretion of the court
before which any proceedings therefor may be brought;

(&} the rights and privileges of the Crown in right of Canada or any Province of
Canada and its agents and the terms of statutes or regulations governing the
assignability of Crown debts;

(d) we express no opinion as to whether a securily interest may be created In
property consisting of a receivable, license, approval, prlvilegs, franchise, permif,
quota, [sase or agreement to the extent that the terms of such property or any
applicable law prohibit its assignment or require, as a condition of its
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assignability, a consent, approval or other authorization or registration which has
not beert made or given;

we express no opinion as io the creation, validity or perfection of a ssourily
interest in any propetty in respect of which there is applicable federal legislation
which is paramount over provincial legislation relating to security interests in real
or personal property including, but not limited to, ships, copyrights, trademarks,
patents and industrial designs, and we express no opinion as to the enforceability
of any obligations to do so that may be contained in ahy security agreament;

insofar as our opinicns relate to morigades, pledges, charges or assigniments
created by any of the documents, such opinions are subject to any liens,
charges, adverse claims, mortgages, assighments, security interesis or
encumbrances perfected otherwise than by currently effective and publicly
available registrations;

we have not verified the existence of any of the personal property collateral
describad in any security agreement and express no opinion as to ownership of
or fitle to any of the personal property collateral;

we have not verified or determined whether any collateral described in any of the
security agresments in favour of Callidus is a serial-numbered good requiring
serfal-numbered details and registration under the serial-number fields pursuant
to the Regulations under the PPSA. A serial-numbered good, such as a motor
vehicle, boat, aircraft, or motorized frailer, must be perfecied by registration by
serial numbet;

the priotity of the charges and security interests created by any security
agreement or mortgage are subject to the operation of the laws of Canada and
the province in which any of the property of the Botrowers are located in effect
from time to ime creating statutory liens and trusts having priority over registered
mortgages, charges and security interests, which statufory liens and ftrusts
include but are not limited to those arising under the fncome Tax Act {Canaday),
the Canada Pension Plan Act (Canada), the Excise Tax Act { Canada) and the
Employment Insurance Act (Canada);

We have nof reviewed any information respecting obligations to the Canada
Revenue Agency pursuant to federal legislation which creates deemed trust
claims stuch as under the /ncome Tax Act (Canada), the Canada Pension Plan
Act (Canada), the Excise Tax Act ( Canada) and the Employment Insurance Act
{Canada}, and we recommend that the Receiver make inguiries.

any unregistered rights-of-way or other unregistered interests or claims not
disclosed by registered title regarding the provision of utililes to any real property;

any claim or interest, by possession, continuous use or improvements, which & third
party may have acquired in respect of any real property,

we have not confirmed the legal boundaries to any of the real property subject to
the security in favour of Callidus;




()

{0)
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we have not verified the legal capacity of the officers or directors of the enfities to
determine that they were duly appointed or elected and we have assumed their
legal capacities; and

We are solicitors qualified to practice law in the Aflantic Provihices of Canada.
The opinions expressed herein are limited to the laws of the Aflantic Provinces
and the federal faws of Canada applicable therein.
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