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SECOND SUPPLEMENTAL AFFIDAVIT OF SHAYNE MCCRACKEN
Sworn on July 4, 2017

|, Shayne McCracken, Businesswoman, of the City of Edmonton, in the Province of Alberta, MAKE OATH
AND SAY THAT:

1. I'am a Director and the Secretary of each of the applicants, Canada North Group Inc., Canada
North Camps Inc., CampCorp Structures Inc., D.J. Catering Inc., 816956 Alberta Ltd. and
1371047 Alberta Ltd. (the “Companies”) and as such, the matters deposed to herein are based
on my personal knowledge or on my review of the books and records maintained by the
Companies in the ordinary course of their business, entries in which books and records are made

reasonably contemporaneously with the Companies’ business transactions as they occur, except
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where stated to be based upon other information and belief, and where so stated, | believe the
same to be true.

I make this Second Supplemental Affidavit as supplemental to my Affidavit sworn June 28, 2017
{my “First Affidavit”) and to the Confidential Supplemental Affidavit also sworn June 28, 2017.

CASH FLOWS

At paragraph 91 of my First Affidavit, | provided initial cash flows (the “Initial Cash Flows”).
The Initial Cash Flows were prepared under very tight timelines.

The Companies’ head accountant, Brian Stasynec, was away from the office dealing with a death
in the family at the time the Initial Cash Flows were prepared and he was unable to assist in the
preparation of the Initial Cash Flows.

Further, the Companies had engaged Deloitte Canada to assist in a consulting capacity and, at
the time of the preparation of the Initial Cash Flows, Deloitte had provided certain working papers
and drafts which were used in the preparation of the Initial Cash Flows.

Based on the time and information that was available, the Initial Cash Flows were prepared to the
best of the Companies’ abilities.

Since swearing my First Affidavit, the Companies have had an opportunity to work closely with
Matt McCulloch of the proposed Monitor, Ernst & Young Inc. to review the Companies' cash
flows.

The Companies cash flows as a result have been extensively reviewed and revised to ensure:
a. the methodologies were consistent with the assumptions provided:;

b. that the assumptions made were reasonable and verifiable with underlying actual data, which
was made available to the proposed Monitor;

c. the cash flows complied with the requirements of the Companies’ Creditors Arrangement Act,
RSC 19785, ¢ C-36 (the “CCAA") process.

The Companies have continued to adopt a conservative approach to the cash flow projections.

Attached as Exhibit “A” are revised cash flow projections (the ‘Revised Cash Flows") for the
Companies.
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12. The Revised Cash Flows should replace the Initial Cash Flows provided in my First Affidavit.

13. Based on my knowledge of the financial position of Canada North, and based on the assumptions
set out in the Revised Cash Flows, | verily believe that the Revised Cash Flows are fair and
reasonable.

B. INTERIM FINANCING WITH BUSINESS DEVELOPMENT BANK OF CANADA

14. The Companies have negotiated debtor in possession financing (the "DIP Financing”) with
Business Development Bank of Canada (“BDC”) in the event an Initial Order under the CCAA is
granted.

15. Attached hereto as Exhibit "B" is the Letter of Offer provided by BDC dated June 30, 2017 and
accepted by the Companies.

C. CHIEF RESTRUCTURING OFFICER

16. As per the Letter of Offer, the DIP Financing is conditional upon the Companies having engaged
a Chief Restructuring Officer ("CRO”) acceptable to BDC.

17. In the Affidavit of Russell French sworn June 29, 2017, BDC proposed its candidates for CRO,
which included R. e. I. group inc. led by Jonathan Solursh.

18. On June 30, 2017, representatives of the Companies had a teleconference call with Mr. Solursh
and his team.
19. After speaking with Mr. Solursh, the Companies believe that R. e. |. group inc. is an appropriate

candidate to be the CRO of the Companies and has the necessary experience, skills, and
resources to undertake the necessary restructuring of the Companies.

20. | believe that under the direction and advice of R. e. |. group inc. and Mr. Solursh the Companies
will be able to undertake the necessary restructuring in an orderly and timely manner, and still

allow current management to continue day-to-day operations with limited disruption during the
Companies’ restructuring.

21. I believe this will have the effect of optimizing value for all stakeholders of the Companies.

22. Attached as Exhibit “C" is a copy of R. e. I. group inc.’s draft proposed engagement letter to act
as CRO of the Companies.

23. The Companies are working with R. e. I. group inc. to finalize the proposed engagement letter.
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24, The Companies support the appointment of R. e. |. group inc. as CRO of the Companies.
D. REPLY TO AFFIDAVIT OF JESSIE TAHA SWORN ON JULY 29, 2017
Service

25. I note that Ms. Taha's Affidavit was sworn on July 29, 2017 but was not provided to our counsel
until mid-morning on July 3, 2017.

Letters of Default

26. With respect to paragraph 10 of the Affidavit of Jessie Taha sworn June 29, 2017 (the “"CWB
Affidavit’), please see attached as Exhibit “D" the reply letter of Heather Barnhouse, corporate
solicitor of the Companies, dated June 8, 2017 to the letter of CWB's counsel dated June 6, 2017
explaining the circumstances of the judgment against HML Lodge GP Ltd. and why such
judgment was effectively a hollow judgment.

Deloitte Restructuring Inc.

27. Deloitte Restructuring Inc. (“Deloitte”) was retained by Canada North Camps Inc. (“CNC”) to act
as consultants to CNC and related companies (“Canada North Group”).

28. Deloitte and CNC entered into an engagement letter dated April 26, 2017 attached as Exhibit “E”
(the “Engagement Letter").

29. The engagement between CNC and Deloitte only allowed Deloitte to deal with third parties,
including Canada Western Bank (“CWB"”), in very limited circumstances, which are as follows:

(a) Deloitte might liaise with stakeholders of Canada North Group, including CWB and
Advisco Capital Corporation, to assist in understanding the positions of the stakeholders
for the sole purpose of assisting the Canada North Group;

(b) Deloitte could communicate the status of its work to cwe;
(c) Written reports or memorandums that were provided to Canada North Group would be
shared with CWB, Advisco and their advisors.
30. No written reports or memorandums were provided by Deloitte.
31. On the morning of June 26, 2017, Deloitte provided draft cash flows to the Companies

(“Deloitte’s Draft Cash Flows").

32. When Deloitte requested that the Deloitte’s Draft Cash Flows be released to CWB, we had not
yet had a chance to review them in detail. Once the Companies had reviewed the Deloitte’s Draft

CAN: 24950036.2



33.

34.

35.

36.

37.

38.

-5-

Cash Flows, it was apparent that they were in draft form, had considerable deficiencies and were
not reliable.

Deloitte’s Draft Cash Flows were prepared with limited consultation with the Companies. They
appear to rely on year-over-year data for the projections instead of the actual known upceming
expenses and revenue. Reliance on year-over-year projections is particularly inappropriate given
the rapidly changing economic climate of the camp industry in Alberta..

Because the Deloitte’s Draft Cash Flows were not reliable and because Deloitte’s engagement
with CNC had been terminated (and there would be no opportunity for Deloitte to revise or correct
or respond to questions, the Companies directed Bob Taylor of Deloitte not to release Deloitte's
Draft Cash Flows to CWB or any third party.

On reviewing the CWB Affidavit, it is apparent that Mr. Taylor of Deloitte has consulted with CWB
in order to provide information in support of CWB's application to appoint Deloitte as Receiver
over CNC, D.J. Catering Ltd. and Campcorp Structures Ltd.

| do verily believe that Mr. Taylor's conduct with respect to CWB is a breach of the terms of the
Engagement Letter.

Attached as Exhibit "F” is an email from counsel for the Companies to Mr. Taylor of Deloitte
speaking to his conduct with respect to CWB.

Given the above, the Companies do not support the appointment of Deloitte in any formal
restructuring role in respect of the Companies.

Cash Flows

39.

40.

41.

In response to paragraph 14(a) of the CWB Affidavit, the assertions of Ms. Taha are incorrect,
The Initial Cash Flows do consider upfront costs, upcoming revenue, and average time to collect
on billings.

With respect to new contracts, Campcorp Structures Ltd.’s Fairview Daycare Society contract
referenced in paragraph 77 of my First Affidavit provides progress payments in advance of work
being commenced and is billed as work is completed.

Campcorp Structures Ltd.'s contract with Saskatoon School Board is presently in the change
order stage and the invoices are scheduled to be paid in September when the School Board
obtains its next fiscal budget.

CAN: 24950036.2



42.

-6 -

With respect to the new open camp work, to the extent that revenue is being projected, the
camps are available and require minimal upfront costs. Also, to the extent that such new work wiil
exceed current camp capacity, there would be additional revenue to address the additional

expenses. Camp contracts that require upfront costs usually also have those upfront costs paid
by the client.

Given the stay provided by a CCAA Initial Order, the cash flows do not include payments of debt,
including payments on financing leases.

Rent payments were included in the Initial Cash Flows, including a current obligation of CNC to
make payment to 816956 Alberta Ltd. 816956 Alberta Ltd. had not filed a Notice of Intention to
Make a Proposal pursuant to Part Il of the Bankruptcy and Insolvency Act, RSC, 1985, ¢ B-3., so
the obligation to 816956 Alberta Ltd. is not stayed.

On discussions with the proposed Monitor and Counsel and on further reflection the rent payment
by CNC to 816956 Alberta Ltd. has not been included in the Revised Cash Flows as it does
ultimately flow through 816956 Alberta Ltd. to a mortgagee.

CRA Deemed Trust

46. Attached as Exhibit “G”" is a record of the current statuses of CRA deemed trusts with the
Companies.

WCB Liability

47. CNC'’s liability with respect to Workers’ Compensation ("WCB") to date is $48,114.23.

48. CNC is on a payment plan with WCB and makes payments every 2 weeks. If payments are not
made, CNC does not receive its clearance certificate and will not be paid by vendors.

49, CNC next payment of $25,000 is due July 14, 2017.

50. Campcorp Structures Ltd. also has a WCB account which has a small credit.

51. The other Companies do not have active WCB accounts.

Deferred Revenue Receivables
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In response to paragraph 16 and 17 of the CWB Affidavit, CWB is largely concerned with two
accounts receivable in the amounts of $5,356,231 and $2,188,442 with respect to the Grand
Rapids Pipeline.

These two receivables are deferred revenue which are expressly allowed in the commitment
letter on page 3 of Schedule B attached to the CWB Affidavit as Exhibit “A”:

Deferred Revenue (normally initial costs to customer for materials to complete a contract)
will be included as good earning trade accounts receivable subject to, in the opinion of
the Bank or its solicitor, deferred revenues do not represent excess billing over costs or
refundable deposits.

The above clause is a customized term negotiated with CWB to reflect industry norms in the
camp business.

Deferred revenue margining is the ordinary course for initial camp startup costs, de-mobilization
costs, and land reclamation costs.

The receivable in the amount of $5,356,231 is deferred revenue for land reclamation. The
Companies have completed approximately 10% of the work for this receivable.

The receivable in the amount of $2,188,442 is deferred revenue for demobilization. The
Companies have completed approximately 40% of the work for this receivable.

Deferred revenue margining has been a feature of the relation between the Companies and CWB
since the beginning of said relationship including with respect to the demobilization and land
reclamation of the Simonette Camp. CWB also advance funds on a similar deferred receivable

under a different operating line arrangement for the Great Plains Calgary flood relief camp.

The Grand Rapids deferred revenue receivables have not been included in the account
receivable projections in the Revised Cash Flows.

Bigstone Tansi

60.

61.

With respect to Bigstone Tansi GP Ltd., | refer to my First Affidavit.

Bigstone Tansi GP Ltd. was owned jointly by the Bigstone First Nation and by the Companies and
was the general partner of Bigstone Tansi Resources LP, which was a First Nations partnership
between the Companies, Bigstone First Nations, and the Bigstone Tansi GP Ltd.
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Prior to the dissolution of Bigstone Tansi GP Ltd., there had been an election of a new Chief of
the Bigstone First Nation.

There was a subsequent policy change with the Bigstone First Nation to move away from
exclusive camp contracts.

As a result, Bigstone First Nation requested that the Bigstone Tansi GP Ltd. be dissolved.

At the time, Bigstone Tansi GP Ltd. did have certain accounts receivable, but those amounts
were effectively a flow through to the receivable for CNC.

As Bigstone Tansi GP Ltd. was a only a guarantor of the Companies indebtedness to CWB and
CWB had not demanded and there were no actual assets, | did not consider the guarantee as a

liability when | agreed to dissolve Bigstone Tansi GP Ltd. as requested by the Bigstone First
Nation.

Change of Management

67. With respect to paragraph 29 of the Affidavit of CWB, the Companies’ business is extremely
complex and requires a deep understanding of the business to coordinate effectively.

68. Removal of management at this time would require the Companies to shut down and only offer
liguidation value to the stakeholders.

E. INJECTION OF CAPITAL

69. The filing of the Notices of Intention to Make a Proposal pursuant to Part IIf of the Bankruptcy and
Insolvency Act, RSC, 1985, c. B-3 by Canada North Group Inc, CNC, Campcorp Structures Ltd.
and D.J. Catering Ltd. with the freezing of the operating line by Canada Western Bank, has
resulted in a cash crisis for the Companies.

70. As a result of this cash crisis, my husband, Paul McCracken, and | personally injected three
amounts of $65,000 for a total of $195,000 into CNC during the week of June 26, 2017.

71. This injection of cash was necessary to meet critical payments, including payroll.

CORRECTION

72. With respect to my Confidential Supplemental Affidavit sworn June 28, 2017, the appraisal at

page 19 of Exhibit °F” inadvertently misidentified the higher and lower valuations and inverted the
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two figures. That error was carried through to paragraph 11 of my Confidential Supplemental
Affidavit and the two values in that paragraph should also be inverted.

CONCLUSION

73. | make this Second Supplemental Affidavit in further support of an application for an Initial Order
under the CCAA for the Companies.

"\,:l th”
SWORN (OR AFFIRMED) EFORE ME at
Edmonton Alberta, this 3rd day of July, 2017.

& /\ \BMW

(Commtss:oner for Oaths inand for the
Provinee-of Alberta)

N )\(/\Ww

SHAYNE McCRACKEN

Stephanie A. Wanke
Barrister & Solicitor
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Note 1

Note 2

Note 3

Note 4

Note 5

Note 6

Note 7

Note 8

Note 9

Note 10

Note 11

Note 12

This cash flow projection is based on the assumption that a CCAA Initial Order is granted.

The hypothetical assumptions are reasonable and consistent with the purpose of the proje
assumptions are suitably supported and consistent with the plans of the Group and providi
assumptions are disclosed in Notes below.

Since the projections are based on assumptions regarding future events, actual results wil
variations may be material.

The projections have been prepared solely for the purpose described in the notes, using ti
the notes. Consequently, readers are cautioned that it may not be appropriate for other |

Projection assumes that the Group will not have access to CWB accounts, and weekly bals
charges or interest potentially charged by CWB over the course of the projection.

Weekly figure compiled based on Management's review of every individual current custom
Management has applied its judgement with respect to collection of customer accounts bi
Numerous specific customer accounts to which Management was uncertain as to timing or
for the purposes of this projection in an effort to be conservative.

Weekly figure is compiled based off of actual future bookings for each camp from figures
Lodges - who manages sales for the Group). Figure calculated based on Average Guest Ra
day. Future bookings are comprised of requests from various customers, and as such, Mar
services rendered will be collected 75 days after invoice date.

For the weeks of August 26 and September 16, 2017, the amount reflected as collected in
University in Kansas. The Contract amount was $300,000 USD, which was converted by th
(exchange rate of 1.323528). Management has simply estimated that the total amount to
payments on the week's noted in the projection.

The total accounts receivable for CampCorp as at June 27, 2017 is in excess of $3.433 mil
these receivables that were considered to be uncertain insofar as collectibility or the timi
cash inflows in this projection.

Based on average GST payable from GST returns filed over same period as prior year. No
(June GST) on account of NOI proceedings initiated on June 26, 2017. Management believ
prior year.

Amount primarily based on current actual bi-weekly payroll, adjusted as required based o
related expense over period of projection.

Amount based on actual premium payments required.

Estimate based on advice from counsel and Proposed Monitor.



Note 13

Note 14

Note 15

Note 16

Note 17

Note 18

Amounts previously reported in the Initial Projection on account of Rent were in essence {

properties occupied by the Group. As such, these amounts were removed from the Revise
other secured creditors.

Amount is estimated based on 60% of estimated total project cost in relation to the Fairvi
total project revenue, which was estimated by Management to be roughly $1.2 million (re
experience with similar type construction projects.

Amounts based off of current expenditures, adjusted by Management for increases/decre:
Amount based on current actual expenditures associated with Bonnyville Lodge, Cimarron

currently closed, but costs necessary for security and maintenance).

Amount based on 10% of total expenditures - provided in projection to be conservative.

Amount based on Proposed BDC DIP financing agreement, wherein borrowings can only be
agreement indicates that amounts repaid under the DIP facility cannot subsequently be re
provided for in the projections despite several weeks of projected positive cash balances
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I ieferred o in the
) ) Affidavicof . e
e Seodemenkal Shlyng et ven
Sworn before me this T Jday
of

This is Exhibit ©

A I“f@t(i%?"?l;@b. A Commissioner tor Oaths
in and for the Province of Alberta

PRIVATE & CONFIDENTIAL

lune ; Stephanie A. Wanke
e 2 Barrister & Solicitor

7aul McCracken

Zanada North Group Ing.
14238 - 134 Avenue
Cdmonton, AB T5L 5v8

RE: Debtor-in-Possassion Financing

Caar Paul,

Canada North Group Inc., Canada MNorth Camps inc., Campcorp Structures Lid. and D.J. Ca
(collectively, "Canada North") have initiated restructuring proceedings under the
nsolvency Act, R.S.C. 1985, ¢. B-3 (the "BIA™) and such procaedings are to be subsequently taken up
under tha Companies’ Craditor Arrangement Act, R.S.C, 1985, ¢. C-36, as ameanded {the "CC.AA"Y), which
CCAA proceedings shall also include 1371047 Alberta Ltd. and 815958 Alberta Ltd. (collectivaly, in
Addition to Canada North, the “Barrower"). The Court of Queen's Bench of Alberta (the "Court") has

jurisdiction over such praceedings. Further, Erpst & Young Inc. ("EY") has been appointed as Trustee
and wilk become the Monitor.

tering Ltd.
Bankruptey and

Sased on tha information provided by The Borrower and EY, Business Development Bank of Canada
("8DEC") is prepared to offer the Borrower, on a joint and saveral ba

5i8, debtor-in-possession financing in
the amount of up o 51,000,000 (the "DIP Loan") according ta the tarms and conditions sal forth in this
letter of offer (the “Letter of Offar).

TLOAN FURPOSE FUNDING
jFinancing only of the day-lo-day | §  1.000.000 |DIp Loan | s o

1000000
|expenses of the Borrower in

laccordance with the cash flow ;
|projection approved and ‘
Iracommanded by EY and filed
prith e Courtin support of the
jrequest tor BIP financing (the
i'Cash Flow Projection”),
altached herelo as Schedule “A°
{(the "Profect”), subject to the :
lerms and conditions of this
i Letter of Offer

A

! $ 1,000,000 p3 ‘lKDOO,OD(Jf




Meither the Project nor the terms and conditions of the DIP Loan may be changed without the prior writlen
consent of BDC. The amount of the DIP Loan may only be applied to this Project,

Amount of Loan
Authorization Date

Term

Disbursemeant Procedure

Repayment
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$1,000,000
June 29, 2017

The term of the DIP Loan shall be that period commencing on the date of
issuance of the DIP Order (as hereinafter defined) and ending on the
earliest of (such ending date, the “Maturity Date”™):

(a) December 31, 2017;

{b) the effective date of a plan of arrangement for the Borrower under
the CCAA and the expiry of all relevant appeal periods in relation
thereto (a "Plan of Arrangement”);

(c)  the closing of a sale of assels or equity interests thal results in a

change in controt of the business conducted by the Borrower (a
"Sale Transaction"); or

{(d} the occurrence of an Event of Default (as hereinafler defined),

The DIP Loan shall be disbursed in weekly instalments based on the
Cash Flow Projection. The Borrower rnay request disbursements in
increments of $50.000.

In addition to the conditions precedent and underlying conditions set forth
in this Letter of Offer, the Borrower agrees that each disbursement shall
be conditional upon the fulfiiment of each of the following conditions to
the satisfaction of BDC;

(a) the Borrower shall have given BDC, in the form set out in Schedule
‘8" attached hereto, a draw notice signed by an officer of the
Borrower confirming that the said disbursement falls within the
Cash Flow Projection; and

(b)  EY shall confirm that the disbursement requasted in the draw notice
is compliant with the terms and conditions of this Letter of Offer.

On the Maturity Date, the Borrower shall repay the entire outstanding
principal amount of the DIP Loan in full, together with any accrued
interest, fees and expenses without deduction or set-off.

During the Term, the Borrower may repay any principal amount of the
DI Loan without penalty provided the minimum amount of any such
repayment is no less than $50,000. The amount of the DIP Lodn shall
automatically be reduced by the amount of such repayment and any



interest

Payment of Interest

Security

BiP Documentation

Representations and

repaid amount may not subsequentiy be reborrowed.

Interest is payable monthly, and is comprised of the BDC's Floating Base
Ralte plus an interest rate variance of 4.20%.

‘BOC's Floating Base Rate” means the annual interest rate anriounced
from time to time by BDC in its branches as being its floating prime rate
applicable to each of the floating interest rate plans of BDC in effact at
the time for the purpose of determining the floating interest rates on loans
in Canadian dollars. As of the date hereof, that rate is set at 4.80% per

annurn so the interest rate applicable to the DIP Loan as of the date
hereof would be 9.00%.

The Borrower shall pay the interest calculated manthly at the rate and in

the manner set out in this Letter of Offer on the first Business Day of
each month.

As a specific and continuaus guarantee of the performance by the
Borrower of all its obligations toward BDC under the Loan Documents
(including the payment of principal, interest, fees and any other sums),
the Borrower agrees to grant the following security:

(a) a Court authorized first-ranking, valid, enforceable financing charge
with priority over all creditors of the Borrower, in the amount of
$1,000,000 (the “DIP Charge”) charging all the properly, assets
and undertakings of the Borrower granted pursuant to the DIP
Order (as hereinafler defined) that includes standard debtor-in-
possession terms and conditions satisfactory to BDC acting
reascnably, pursuant to section 50.6 of the BIA or section 11.2 of
the CCAA, as the case may be, subject only to an administration
charge not to exceed $500,000 (the "Administration Charge"):
and

{b)  all existing security held by BDC shali also stand as security for the
DIP Loan,

{collectively, the “BIP Lender Security”)

All documantation with respect to the DIP Loan, including the DIP Lender
Security and DIP Order (as dafined hereaitar) (collectively, the "DIP Loan
Documentation”) shall be in form and substance acceptable to BDC as
confirmed by BDC's legal counsel. All costs, charges, and expsnses
{including, without limitation, lawyers' fees as between sclicitor and his
own client on a full indemnity basis) incurred by BDC in connection with
the DIF Loan Documentation are for the aceount of the Borrower, and are
payable by the Borrower to BDC,

The Borrower represents and warrants that it does not owe an amount in



Warranties

Conditions Precedent
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excess of $1,140,000 on account of any payables (including bul not
limited to amounts payable to Canada Revenue Agency and other
taxation authorities) that would be in priority to the claims of secured

creditors (the "Admitted Priority Payables")

Prior to any disbursement, the following conditions pracedent will have
been met in a manner satisfactory to BDC at its sole discretion:

(a)

(b)

the Borrower is subjact to reslructuring proceedings under the BIA
or the CCAA, as the case may be;

the Borrower has obtained an order made by the Court (the “DIP
Order”) in form and content satisfactory to BDC, which DIF Order
shall include, among other things: (&} the approval of the DIP Loan
and all the terms and condilions hereof, (b) authorizing the
Borrower to borrow on the terms and conditions outlined in this
Letter of Offer and approving same; (c) creating various court-
ordered priority charges including (i) the granting of the DIP Charge
in favour of BDC as security over all present and future assets,
property and undertaking of the Borrower notwithstanding the terms
and conditions of any other agreement to which the Borrower is a
party; (i) the granting of the Administration Charge not to exceed
+500,000 without the approval of the Court; (d) prohibiting the
granting of any additional liens, charges, security interests or any
other encumbrances upon any cof the assets, properly or
undertaking of the Borrower, without the prior written consent of
BDC; (e) granting BDC the right, upon the Maturity Date, to enforce
the rights and remedies available (o it, upon three (3) business days
written nolice to the Borrower and to EY and their respective legal
counsel, pursuant to the DIP Order, this Letter of Offer, the DIP
Lender Security, and any additional rights and remedies available
1o it. at law or in equity; (f) prohibiting any further borrowing by the
Borrower, without the prior written consent of BOC: (g) authorizing
{but not obligating) BDC to effect such registrations, filings and
recordings wherever BDC in its discretion deems appropriate
regarding the DIP Loan Documentation including the DIP Lender
Security and the DIP Charge; (h) declaring that the granting of tha
security by the Borrower provided for in the DIP Loan
Documentation including the DIP Lender Security and the DIP
Charge and the exscution and delivery of all other documents and
instruments contemplated herein, the payment of all amounts by
the Borrower to BDC, including any and all fees and interest, and
the actions taken to perfect and record tha DIP Lander Security do
not constitute fraudulent preferences, fravdulent conveyances,
transfers at undervalue, conduct meriting an oppression remedy, or
other transactions which might be challenged or reviewed under
applicable federal or provincial legistation; (i) declaring the DIP



Logal 43965803 5

(h)

Order, and the DIP Charge granted theresunder, binding upon a
frustee in bankruptey of the Borrower, a proposal trustee, a monitor,
a receiver, an interim-receiver, a raceiver-manager or any other
officer of the Court each a ‘Receiver’); (j) slaying any other
secured or unsecured creditor from exercising any rights against
the Borrower and its property, without further order of the Court; (k)
declaring BDC to be an "unaffected creditor’ under any proposal
under the BIA or plan of arrangement or compromise under the
CCAA made by the Borrower and that the indebtedness owed to
BOC shall not be compromised or arranged under such proposal or
plan of arrangement cr compromise: and {m) such other tarms and
conditions as BOC may reasonably deem necessary or appropriate;

the DIP Order shall be in full force and effect; final and non-
appealable; and shall not have been reversed, stayed, madified,
amended or varied, without the express written consent of BDC:
and no application or motion shall have been made to the Court for
any stay, modification or amendment of the DIP Order;

no kEvent of Default (as hereinafter defined) shall have occurred:

the Borrower has engaged a Chief Restructuring  Officer,
acceplable to BDC:

BOC has received EY's report pursuant to subsection 50.4(2) of the
BIA or subsection 23(1) of the CCAA, as the case may be, with
respect to the Cash Flow Projection. The conclusions of EY's
repart shall be satisfactory to BDC:

the Borrower has paid when due all fees and expenses set out in
this Letter of Offer. To this effect, the Borrower expressly and
irrevocably authorize BDC to deduct from the DIP Loan all
payments which are owed or which will be owed with respect to the
fees any fees payable to BDC and any expenses incurred by or on
behalf of BDC whether in respect of the DIP Loan or any other
financing provided by BDC (o the Borrower,  Fach of the said
payments shall constitule an advance under the DIP Loan and shati
e considered a payment mada by the Borrower:

the Borrower shall have granted the DIP Lender Security,

BDC is salisfied that the Borrower has complied, in all material
raspects, with the laws and regulations applicable to ils business,
that no sacurity ranks in priority to the security described above,
ather than as indicaied herein or by operation of the law in the
normal course of business of the Borrower without the Borrower
having granted such security by agreement, and that the Borrower
is not in default with respect o any of the terms and conditions of



Underlying Conditions

()

the loan documents: and

the Borrower shall have caused its legal counsel to issue a
favourable opinion addressed to BOC and its legal counsel in form
and substance satisfactory to them regarding the the carporate
status, power and capacity of the Borrower and all matters relating
to the DIP Loan as are usual and custormnary for a financing of this
nature.

During the Term of the DIP Loan, the following underlying conditions
shall be met in a manner satisfactory to BDC at its sole discretion:

(a)

(b)

(c)

the Borrower shall only use the DIP Loan for the purpases sef out in
this Letter of Offer, unless otherwise agreed to in writing by BDC;

the Borrower shall comply with any order made by the Court:

the Borrower shall obtain, at the request of BDC, an order made by
an appropriate court in the United States, pursuant to Chapter 15 of
the United States Bankruptcy Coda (the "Recognition Order”) and
in form and content satisfactory to BDC, which Racognition Order
shall recognize the Canadian restructuring proceedings of the
Borrower as foreign main proceedings and recognize the DIP Order

n respect to the assets and operations of the Borrower located
within the United States;

the Borrower shall diligently continue its restrucluring proceedings
under the CCAA,;

the Borrower shall deliver a comprehensive restructuring plan
(including detailed financial ocrojeclions), acceptable to BDC, to
BDBC by August 15, 2017 or such later dale as BDC may agree to;

the Borrower shall not pay any interest, dividends, salaries,
femuneration, management fees or any other form of payments or
distributions to the shareholders of the Borrowar without the prior
written consent of BDC;

the Borrower shall provide annual consolidated  financial
staternents, audited by an accredited professional accountant
acceptable to BDC, within 90 days of its fiscal year end;

the Borrower shall provide monthly internal financial stalements
(including balance sheet, income stalement and cash flow
statement) showing actual resulls achieved tompared to projected
and prior year results along with notes and management comments
on variances within 20 days of its fiscal month end;

the Borrower shall comply with the financial projections set forth in
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the Cash Flow Projection;

the Borrower shall provide a weekly cash flow slatement, aged
accounts receivable trial balance, aged accounis payable trial
balance on the second Business Day of each week. The weekly
cash flow statement shall show actual resulls achieved compared
to the Cash Flow Projection along with notes and managemen!
comments on variances, logether with an updated forecast for the
forthcoming 13 weeks:

the Borrower shall adhers ta the following financial covenants,
tested weekly:

{) cumulative actual of total receipts for any given rolling four
week period shall not vary negatively from the amount
forecasted in the Cash Flow Projection for the same period by
more than 15%:; and

(i) cumulative actual of tolal disbursements for any given rolling
four week period shall not vary negatively from the amount

forecasted in the Cash Flow Projection for the sams pericd by
more than 15%.

Motwithstanding the foreqoing, BDC is entitled, in ils sole and
absolute discretion, to authorize in writing deviations by the
Borrower from the financial convenants contained in subparagraph
(k). provided that any request from the Baorrower for such approvat

i3 made prior to such deviation occurring and provides BDC with
reasonable time to consider such request.

the Borrower shall authorize EY to disclose to BOG any financial or
ather information of which it is aware:

the Borrower shall provide wrilten notice of an occurrence (an
‘Occurrenes”) of a default under a material contract to which the
Borrower is a party which is likely to have a malerial adverse effect
or of an Event of Defauli (as defined below) together with any
natice, letter or other document (a “Default Notice") received by
the Borrower from a third party advising of an Occurrence, within

three days of the date of the Occurrence or of receipt of the Default
Notice:

the Borrower shall provide all other documents or information
reasonably required by BDC, which shall be provided within a
reasonable time according to the circumstances;

the Borrower shall maintain the current insurance coverage over its
assels and property and designate BDC a5 loss payee as its



Events of Default
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interest may appear; and

the Borrower shall not sell, transfer, assign or deal in any way with
any of its property, assets or undertaking out of the ordinary course
of business, without the prior written consent of BDC or an order of
the Court.

In adaition to the events of default set cut in the DIP Lender Security, the
following events shall constitute events of default (each, an “Event of
Default"):

(a)

(9}

(e)

(f)

if the Borrower fails to pay to BDC when due any amount of
principal, interest, fees or cther amounts under the DIP Loan or
otherwise, whethar by accelaration or otherwise;

if the Borrower defaults in the observance or performance of any
underlying condition or covenant comtained in this Latter of Offer,

the DIP Lender Security or any other agreement between BDC and
the Borrower:;

if the Borrower deviales materially from the Cash Flow Projection;
For certainty, any failure to comply with sub-paragraphs (j) and (k)
of the Underlying Conditions section of this Letier of Offer shali
constitute an Event of Default;

if BDC determines, acting reasonably, that a material adverse
change has occurred after the date hereof in respect of the
business, affairs or financial condition of the any of the Borrower:;

if DIP Order is varied without the written consent of BDC or any
other order is made which is or may be prejudicial to BDC's
interests;

except for the Admitted Priority Payables, if the Borrower fails to
pay., when due, any statutory liens, trusts and other Crown claims
including employee source deductions, GST and any payments
required by any work place safety legisiation, wages, vacation pay
and insurance premiums:

if the slay of proceedings granted to the Borrower pursuant (o the
restructuring proceedings under the BIA or CCAA, as the case may
be! is terminated or lifted: or

if any person chailenges the enforceability of any of the rights of
BOC hereunder or pursuant to any of the DIP Lender Security and
any such challenge has not been dismissed or determined by the
Court within the BIA or CCAA proceedings, as the case may be.
within 15 days.



Remedias

Uther Conditions

Indamnification

Loan Processing Fee

Administration Fee

Cther Costs
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Upon the Maturity Date, BDC may immediately terminate the DIP Loan
and enforce, upon three (3) Business Days wrilten notice to the Borrawer
and EY, all of its rights and remedies against the Borrower and its
property, assets and undertaking including, without limitation, the
snforcement of the DIP Lender Sacurity and the ahility to apply to the
Court for the appointment of a Receiver; and all amounts outstanding
under the DIP Loan shall immediately become due and payable without
further notice, demand or delay,

This Letter of Offer does not affect novation of the terms, conditions and
obligations of the Borrower with respect to the righis, security and
recourses of BDC with respect to any other financing previously granted
to the Borrower. The Borrower heraby acknowledges that all the rights,
security and recourses given previously to BDC are not modified and
remain in full force and effect with respect to the advarnces previously
granted and that BDC retains all its rights.

The standard credit terms which are set out in Schedule “C” allachad
hereto form an integral part hereof and if there is any inconsistency
between the terms set out in Schedule "¢ and this Letter of Offer, this
Letter of Offer shall govern,

The DIP Loan Documentation shall include an agreement by the
Baorrower, on a joint and sevaral basis, to indemnify and hold BDC
harmless from and against any and sl claims, losses, obligations,
liabilities, claims, actions or causes of action, and reasonable costs and
axpenses incurred, suffered, sustained or required to be paid by BDC by
reason of or resulting from the DIP Loan, this Laiter of Offer, and the
transactions and documents contemplated by this Letter of Offer, axcept
to the extent resulting from the gross negligence or willful misconduct of
the BDC as determined by a court.

The Borrower agrees to pay a non-refundable Loan Processing Fea in
the amount of $15,000 which Loan Procassing Fee is fully eared as of

the date of acceptance of this Letter of Offer and payable in full as of the
date of tha first disbursement of the DIP Loan.

The Borrower agrees {o pay a non-refundable monthly Administration
Fea in the amount of 5250 payable on the first disbursement of the DiP
Loan and monthly thereafter on the first Business Day of each month.

In addition, any and all costs, charges, and expensas (including, without
limitation, lawyers' fees as between solicitor and his own client, on a full
indemnity basis, as well as accounling, appraisal, environmental and
consulting fees) incurred by BDC in connection with the restructuring
proceedings, the DIP Loan, the DIP Loan Documentation, the DIP Lender
Security, the DIP Order, the DIP Charge, the Proposal, the enforcement
of any rights and remedies regarding the aforementioned and ths



Governing Law

Solidary Liability

Information

Further Assurances

Amendments

Counterparts

Expiry Date

restructuring of the Borrower including, are for the account of the
Borrower. Such costs shall be paid out of the disbursements of tha DIP

Loan as and when they become due and shall be secured by the DIP
Lender Security,

This Letter of Offer as well as the interpretation and exercise of the
recourses hereunder shall be subject to and governed by the laws of the
Frovince of Alberta and the laws of Canada applicable therein.

When there is more than one borrower, their obligations shall be sclidary
and each of them shall constilute 3 principal debtor.

The Borrower authorizes BDC to obtain credit and other informaiion
about it from any financial institution, credit agency or credit bureau.

Upon notice from BDC, the Barrower shall sign (or cause to be signed) all
further documents, do (or cause to be done) all further acts, and provide
all reasonable assurances as BDC may reasonably require to give effect
lo this Letter of Offer and the financing contemplated hereunder.

This Letter of Offer may only be amendad by a wrilten agreement signed
by BDC and the Barrower,

This Letter of Offer may be signed in any number of counterparts and by
facsimile or portable electronic document format, each of which when
taken together shall constitute one and the same original document.

This Letter of Cffar shall become null and
p.m. (Toronto time) on July 5, 2017,

void if it is not acceptad by 2

Thank you for giving us the opportunity to discuss our ability to meat your financing raquirements. We

look forward to continuing to wor

Yours truly,

Adam Laiken
Director, Businass Restructuring
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k with you.

Russell W. Flench
Assistant Vica President, Business Restructuring



ACCEPTANCE

To: Business Development Bank of Canada
Business Restructuring

121 King Street West, Suite 1200
Toronto, ON M5H 379

Attention: Adam Laiken

We certify that all the information provided to BDC is true, we accept the terms set forth herein and we
acknowledge receipt of a copy of this Letter of Offer and the schedules forming part thereof.

We further acknowledge that today we paid BDC a sum of $15,000 for the non-refundable loan
processing fee related to the DIF Loan. The said non-refundable loan pracessing fee does not create any
right in favour of the Borrower and does not require BDC 1o make any disbursement of the DIP Lean, as

such rights and obligations can only be generaled to the extent that the terms and conditions set out
herein are met to the complete satisfaction of BDC.

Accepted in the City of Edmonton on _U/L%M 30 , 2017.

CAMADA ?(A’Oﬁ?H ROUP INC, 516956 fd.: ERTALTD,

Per: '““'*\—;r;r ¢ V{/Q Per: \_;@QJ\_,
Name: ~ Mame: )
Title: Title:

CANADA NORTH-CAMPS INC.

Per: . ;é‘ﬁgye C/

Title;
CAMPCORP{mg.CTURESL/}O.
Per ) .

MName: N

Title:

[3.d. CATER!NGIEVW\ -
\ Py ((/

Per: {,B&i(/ ]/(
Hame: 7 =

Titie:

1371047 A(EWLTD.
4
Per: \ \)}V‘\ :
MName:
Title:
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Schedule "A*

CASH FLOW PROJECTION
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Schedule "B"

DRAW NOTICE

To Business Development Bank of Canada
Business Restructuring
121 King Street Wast, Suite 1200
Toronto, ON M5H 3T9

Altention: Adam Laiken

RE: Debtor-in-Possession Financing
Dear Sir,

We refer you {o the Letter of Offer of debtor-in- -possession financing entered into on June 28, 2017
between Canada North Group Inc., Canada North Camps Inc., Campcorp Structures Lid., D.J. Catering
Lid., 1371047 Alberta Lid. and 8169586 Alberta Lid., as Borrower, and BDC, as DIP Lender. Capitalized
terms which are used but not defined in this draw notice have the meaning given to them in the Letter of

Offer.
We confirm our draw notice concerning a disbursament as follows:

Amount of disbursement: $

Disbursement date:

As of the date hereof, we confirm that the representations made or given in the DIP Loan are <iill true and
accurate in all material respects, that the said disbursement falls within the Cash Flow Projection and that
ne Event of Default has occurred.

We also confirm the execution of the previous draw by each of the parties.

CANADATNOR GRQU!’ He. 816906@\1.85? TALTD. §
)
Dar “ /ﬁz Far: ((&)_’(&Y\\Q:(/}Vu
N

amn. Mama:
Title: Title:
CAMADA ”AOF{‘YH CAM %71(, D.J. CATcRé LTD. /
Jies
Fer ‘{7;;(/ )/{?/ /
Hame: Hdme
Title: itie:
CAMPCORFE ST UCTURES LTD. 13710477 ALBERTA LTD
V J
Per L,' &YY—Q X Per: - S/@A\/\»‘L\/«\S—bc\-
IMame: Namae:
Title: Titla:
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Schedule “C”

Standard Credit Terms

1 INTERPRETATION

11 Definitions.

Unless indicated olherwise or uniess context requires
otherwise, the terms ard expressions used as definitions in
the Agreement, its schedules and any related documents
which are incidental thereto shall have the meaning
indicated balow:

.11 “Agraement”  means  this  offer  of  interim
restructuring financing and ils schedules, wherg applicable,
~s amended from time to Ume;

L1LHA)  "Borrower" means the Borrowers «dentified in the
Letter of Offer to which this Schedule *C” is attached and
forms an integral part hereof;

1.1.2 ‘Business Day" means any day, other than a
Saturday or Sunday, on which 8DC is open far business in
the Province of Nova Scotia;

1.1.3 “Change of Control” means the sals, assignment
or transfer of Control of a corporation or anv written or verhal
agreement resulling in the control of a corporation or entity
being transterrad to another;

114 "Contral” means the direct or indirect holding of
more than filly percent (50%) of the Voling Shares of a
corporation;

1.1.5 "Default” means an event of default pursuant lo
sections 9 and 10 below;

116 “Dollars” or "$° means the lawful money of
Canada;

1.1.7 “Erdronmantal  Laws® moans all epplicable
faceral. pravincial, siale, municipal, local and forelgn taws
and reguiations respecling polivtion or the environment
{including, without fimiting the generaiity of the faregoing,
laws and ragulations refating to the emission, discharge, spill
or risk of spill of chemicals, poliutants, cortaminants, waste,
toac substances, oil, ol products and other substances
alfecting the environment, or relating to the manufacturing,
lransformation,  distribution,  use,  treatment, storaga,
remaoval, transportation or handiing of chemicals, poliutants,
comtaminants, waste, dus!, loxic substances, ail, oil products
and other substances affecting the environment),
1.1.8 “Environmental  Permits” maars all permits,
fivences, certificates, certificates of autharization, approvals,
authotizations,  consents,  written agreements  and
registrations issued, granted or signed by any Gavernment
Authonty having junisdiction under any Envirenmantal Law:

1.1.9 "GAAPT means generally accepted secounting
orinciples in Canada as recognized or established by the
Canadian Institute of Charlered Accountarnts, as they may
be amended from time to time, applied consistently;

1110 “Gavernment Authority” means Canada, tha
Pravince of Nova Scolia and any other country, stale or
province, and wny  other regional, muricipal or local
subdivision or other country, state or province and any
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governmant body of such jurisdiction and includes any
agency, depantment, commission, bureau, ministry,
organization. elc.;

1.1.10(A) "Guarantor” means the Guarantors identified in
the Letter of Offer to which this Schedule "C” is allached and
forms an inlegral part hereaf:

1011 “Loan” means all amounts of principal, interast,
costs, incidenta’s and all other sums owed to BDC undar the
Loan Documents;

1112 “Loan Documents” means the lelter offering
interim restructuring financing (the Agizement}, the Security
and all other documents related to the Loan, as such
documents may be amended from tme to time;

1113 “Material Adverse Effact” refers o the occurrence
or non-geeurrence of any svent or series of events which
has or could have a material adverse effect on the activities,
assels, liabllities, financial situation, operating resulls or
business prospects of the Borrower [or the Guarantor] or on
the ability of the Borrower [or the Guarantor] to perform its
obligations pursuant to ths Lean Documents:

1114 “Security” means, individually or collectively, all
acts, documents and  agresments {including  any
amendment, substitulion or replacement thersof, as well as
any act, document or agraement necessary lo complete and
confirm the security In accordance with the Civil Code of
Québec or, as the case may bs, under any law of another
Government Authority having jurisdiction) entered into or to
be entered nto between the Bormower (and the Guarantor)
aind BDC to guarantes the repayment of the Loan and the
cbligations of the Borrower relating thereto {including,
without limitation, those sst forth in the Loan Dozuments);
1.1.15  “Subsidiary” means a iegal person of which more
han filty percent (50%) of the Voting Shares are held
beneficially, directly or indirectly, by or on behalf of anothar
‘egal person;

1116 “Voting Shares” means the shares of any class in
the capital stock of a corporation conferring i al
circumstances the right th elect the majority of the directors
theraof.

1.2 Headings. Tha headings are for esse of reference
only and shall not affect the interpretation of (his Agreement,

1.3. Recitals and  schedules. The recitals and
schedules form an integral pan hereaf.

14 Accounting terms. Cvery accounting term used in
his Agreement has the meaning generally ascribed to it
aecerding to GAAP unless another definition is given herein
and any reference to an ilem on a balance sheet or
statement shall be constrited according to its precentation in
tre appropriate statements prepared dceording to GAAR as
amended from time (0 lime by any accourving standard
adopled by the Canadian Institute of Chartered Accountants

1.5 Singular and plural. In this Agreement, the
sngular includes the plural and vice versa, and “parson” or



“persons” includes an individual, firm, corparation,
Jevernmeant, government organization or agency,
unincorparated group of persons or association. Tha
infermation to be providad in the schedules hereof shall be
provided according o the definitions, terms and conditions of
this Agreement,

2. LOAN

2.1 The obligation uf the Borrower to pay the Loan
may, at the option of B0C, ba witnessead by one or more
nctes, which shall be given to BDC in recogrition of receipt
of the funds, not as payment of this Loan.

2.2 BDC shall not be required to disburse the Loan if
the pre-dishursament conditions are not met or if the
Borrower is in Default under the Loan Documents or if a
circumstance arises which could lead lo a Material Adversa
Eifact.

2.3. BDC may cancel any portion of the Loan which is
undisbursed on the Malurity Date (as defined in the Letter of
Ofter).

3. USE OF PROCEEDS OF LOAN

3.1 Mo changs shall be made in the use of the Loan or
the proposed financing without the prior writlen consent of
apc,

3.2 The Borrower shall baar all risks of superior force,
so ihat the obligations of the Borrower under the Loan
Pocuments may not be reduced or cancelied, even in the
case of superior force.

4 ANTEREST

4.1 Interest rate. The Loan or any unpaid balance
thareof shall baar interest, before and after maturity and
before and after default and judgement, until it is rapaid in
Ut

42 Caleulation of interest, The inlerest nayable on
the Loan shall be calculated and compounded monthly and
1ot in advance on the unpaid principal as of *he date of the
first cisbursement of the Loan before and after maturity ang
bofore and after default and judgement.

43 latergst on amounts not repaid when dus. Any
amount of principal, costs or interest payable heraunder
which is not repaid when due shall bear interest during the
pariod in which such amount remains unpaid at the annual
interest rata indicated for the Loan calculated daily and
compounded monthly, the whols until payment in full and
payable on demand (tha “Interest Arrgars™),

4.4 Late payment interest, The interest Arrears shail
bear interest and the additional intarest therean which is not
paid when due shall bear mterest at the annual intarest rate
indlcated for the Loan calculated delay and compounded
monthly, the whole unlii payment in full and payable on
Jemand, Any olher amount which is not paid when dua shall
Jsarinteresl at the same rate and the interest shall ba
caleulated and pald in the same mannar gs interast on the
principal which is not outstanding.

4.5 Reduction of interest. If the aggregate amount of
costs payzble as interest, interest Arrears and additional
interest and all other costs patd or payabie In connaction
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with the loan (collectively, the “Cosls™) constitlutes at any
time whatsoever the application of an actual annual interest
rate which exceeds the limit permitted under an applicable
law, the Costs shall be reduced so that the costs paid or
payable do not exceed the ceiling allowed under such law.
BDC shall reimburse any surplus which was paid thirty (30)
days alter setting the amount of the repaymert,

5. REPAYMENT

5.1 Loan pot renewable. No amount repaid un the
l.oan may be borrowed again.

3.2 Advance repayment. The Borrower may repay
the Loan in advance at any time without natice and without
tndemnity.

8. DEBITS AND AUTOMATIC WITHDRAWAL

8.1 The Borrower hereby authorizes BDC to manually
or electronically withdraw from its bank account any payment
which the Borrower must make to BDC hereunder,

6.2 Any payment to be mads by (he Borower
hereunder will be mada by way of pre-authorized withdrawal
from its bank account. The Barrower shall sign all the
documents necessary for such purposes and shall provide
8DC with a sample cheque from its financial institulion
marked "void™.

5.3 The Borower agrees that the repayment of any
amount owed hereunder may be made by cheque if BDC
considers this means of payment preferable under the
circumstancas.

7 UNDERTAKINGS

71 Undertakings to be complied with by the
Horrower (and the Guarantor, where applicable). As of
the date hereof, the Borrower (and the Guarantor) agrees
thal the following underakings shall be conplied with as
lorg as the Borrower owes any amount whatsoever to Z0C
Fareunder or otherwise, and the Borrower {and the
Guarantor} acknowladges that BOC is relying on such
undentakings for the purposes heraof:

714 The Qorrower (and the Guarantor) shall, at its awn
expense, insure ailits assels including the property chargad
with the Security, and keep it insured at all times against the
nsk of loss or damage caused by theft, fire and any other
risk which is normally insured or for which 2 prudent
administrator wou'd insure, or for which BDC requires
insurance, the whole up to its full insurable valug, on the
tzrms and with insurers acceptable to BDC. Each insurance
policy shall provide that it may not be terminated for any
reason whalsoever or become vaid before thirty (30) days'
prior written notice is given to BDC, 8O0 is hareby
designated as beneficiary of the indemnities payable under
vach insurance policy (except with respact Lo civil lizbility)
2nd the Barrower (and the Guaranlor) shall have such
designalion indicated on the policies. If BDC so requasts,
the Borrawer (and the Guaranior) shall assign to BDC the
policies or indemnities peyable thereunder or snsure that
each policy cordains a hypothecary clause accepiable to
BDC. The Borrower {and the Guarantor) shall provice lo
8DC, at its request, proof of payment of the premiurms and a
copy of each policy, The Borrower (and the Guarantar)
funther agrees o renew or replace any policy before it

i



expires and to provide written confirmation from the insurer
vathin twaniy-four (24) hours of such renewal ar
replacement. The Borrower (and the Guarantar) shall give
B0OC a copy of such renawal or replacemant as soon as
possible. If the Borrower (and the Guarantor) fails 1o set up
such insurance or keep it in effect, BOC may, but shall not
e required to, take out such insurance in its name or in the
name of the Borrower {and the Guarantor), and the
premiums or Costs paid or incurred by BDC in this regard
shall become due and payable by the Borrower {and the
Guarantor) te BOC forthwith, with interast as set out harein.
The Dorrower {and the Guarantor) shall notify BOC forthwith
of any damage or loss suffered by the property. if the
Borrower (and the Guarantor) does not maintain insurance in
secordance with the above requirements, BDC may take out
insurance to protect its interasts and the Borrowsr {and the
Guarantor) shall pay the premiums therefor.

712 The Borrower (and the Guarantor) shall keep its
accounting hooks and records up to date ancaording to
GAAP:

713 The Borrower (and the Guaranior) agrees to make
its remittances {0 the Government Authorities as raquired by
law. The Borrower shall confimi that the amounts were paid
to each Government Authority by means of documents
crepared by its external accountant which shall be sent o
B0C along with the annual financial statements, In addition,
tha Borrowar agrees o sign a standard consent fonm
allowing BDC to obtain information about the said
remittances;

714 The Barrower (and the Guarantor) shail ensure
that any Subsidiary ar other person, partnership or affiliate
complies with and agrees o comply with the undertakings
set out herein;

715 The Borrower shall deal on a business basis and
“at arm's length” with any parson;

7.1.6 The Borrower shall notify BDC forthwith of any
Default or avent which, following a rotice or the axpiy of a
time limit, coutd constitute a Default and send BDC a copy of
ary Default or Defaull notice received from any other
authordy having jurisdiction;

7.7 The Borrower shalt disclose to BOC forthwith any
‘awsull or proceeding before a cour of law or tribunal,
commission or Government Agency to which itis 3 party;

7.1.8 The Borrower (and the Guarantor) shall comply at
all limes with the laws governing it;

7.1.9 Tha Borrower shall conduct itself in a soclally and
politically responsible manner at all times;

7,110 The Borrower shall mainlain its aperations,;

7111 Thes Borrower shall use the Loan made avaitable
“ereundar for the purposes hereof:

7112 The Dorrower shall pay all costs incurred by BDC
to exercise its rights hereunder, including those allowing the
anforcement cof all the obligations of the Borrower to orotect,
srecute of preserve any Sccurity granted 1o guarantes the
Loan or have the assats of the Borrower (and the Guaranior)
apprassed at the request of BOC, including all legal costs,

Lagal*430995993.5

charges or other legal expenses, and the costs and fees of
an agent, trustee or othenvise;

7.1.13  The Bowower (and the Guaranlor) shall allow any
representalive of the BDG, upon prior notice to the Borrower
{end the Guarantor), to enter e premises of tha Borrower
during normal business hours and Examine tharein, at the
expense of BDC, the books, physical faclities and stock of
the business and obtain a copy of any document.

7.2 Decisions requiring the prior consent of BOC,
No dacision, resolution, action or settlement affecting the
following matters relating to the Borrower {and the
Guarantor, where applicable) as wall as any Subsidiary or
affiliate may be taken or made without having first obtained
the consant of BDC, which may not refusa to give ils consent
without valid reason:

7.2.1 any amendment of the articles of tha Borrawer
{and the Guarantor),

7.2.2 the winding up or voluntary liquidation of the
Borrower (and the Guarantor), as well as its consolidation or
amalgamation  with any olher person, business or
corparation;

722 any payment of dividends by the Borrower (or the
Guarantor), the redemption of shares in its capital stock ar
any other form of distribution of its assats;

7.2.4 ary change in the nature of the business scllvities
of the Borrower (or the Guaranter);

7.2.5 & change of the fiscal year-end of the Borrower {or
the Guarantor);

7.2.8 the creation of a hypothec or security of any nature
whatsosver charging the property of the Borrower (or the
Guarantor) covered by the Security:

7.2.7 any direet or indirect change of Control of the
Borrower (or the Guzarantor);
7.2.8 any Ioans or advances to employees  or
shareholders of the Borrower {or the Guarantor) ouiside the
rormal course of business and any loan or advance ‘o any
cerson outside the normal course of business:

7.2.9 the acquisition of any business {through &

purchase of shares or assets) by lhe Borower {or the
Guarantor);

7.2.10  tne signing by the Borrower {or the Guarantor) of
sny contract outside the nommal course of business;

7211 any capital expenditures, including lease-to-buy
cortracts outside the normal course of business;

7.2.12 the moving of a substantial part of its aciivilies,
7.2.13 the creation of a Subsidiary;

7.214  take out any form of borrowing other than (o the
sxtent allowsd herin;

7.2.15  maka rapaymenis of capital in tavour of ity
shareholders or make any other form of repayment of debts



with respect to its secured creditors not provided for In the
cash How statement;

7.2.16  assign or otherwise dispose of all or part of its
assets withoul the prior walten consent of B0C.

7.3. Environment. The Borrower (and the Guaranior)
dgrees and undertakes: lo comply wilh afl spplicable
Environmental Laws; lo operate in conformity with all
Environmental Laws and regulations; to make certain that
its assels are and shall remain free of enviranmental
damage; to inform BDC immediately upon bacoming aware
»f any environmental issue and promptly provide BDC with
copies of all communications with environmental authoritias
and all environmental assessments; to pay the cost of any
external environmantal consultant engaged by BDC lo affect
an environmental audit and the cost of any envirenmental
rehabilitation or removal nacessary to protect, presarve or
remediate ihe assets, including any fine or panalty BOC i
obligated to incur by reason of any statute, order ar directive
by & competent authority;

7.4 Frohibited activities. The Borrower (and the
Guarantor) agrees and undertakes not engage in, or permit
15 pramises lo be used by a tenant or other person, for any
actlvity which BOC, from time o time, deems ineligible,
including without limitation any of the following insligible
activitias:

a) businesses that are sexually exploliive or that are
inconsistert with genarally accepted community standards of
conduct and propristy, including those that feature sexually
explicit entertainment, products or services; businesses (hat
are engaged in or assoclated with illegal  activities:
businessas trading in countrigs that are proscribed by tha
Faderal Govemmaent;

B} businesses that operate as stano-aone nightclubs,
bars, lounges cabarats, casinas, discotheques, video
arcades pool and billiard halls, and similar aperations; or

3] husinesses that promote nudism and naturism,

BOC's finding that thare is an ineligible activity shall be final
and binding between tne parties and will not he subject to
review. The prohibitions set out in this paragraph 7.4 shall
also apply to any entity that controls, is controlled by, or that
is under the common control with, any Loan Party.

8. REPRESENTATIONS AND WARRANTIES

As of *he date hareof, the Borrowar (and the Guarantor)
represants and warrants to BDC as follows and
acknovdedges that BOC is relying on such representations
and warranties for the purposes hereof:

3 With respect 1o corporate status:

311 The Barrower (and the Guaranter) is a validly
constituted and arganized corporation, in good standing with
the laws govaming it, and holds all the powers necessary o
carty on its business and to hold, manaqge and administer its
peoperty, and have full ability to bind itself toward BDC
hereunder and under the Loan Documents signed by it;

53.1.2 @l necessary authorizations and approvals have
been given by the Borrowsr {and tha Guarantor), thair
shareholders, administrators, business panners, crediors or
other persons whose authorization is required for the signing
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of the Loan Daocuments, the whole in accordance with the
articles, by-laws and resolutions of the Borrower {and he
Guarantor) and in accardance with the constituting act and
cther applicable laws;

3.1.3 tha articles and by-laws of the Horrower {and the
Guarantor} given to BOC this day are those in effect as of
the date hereof and there is no undertaking providing for
their amendment.

B.2 Loan Oocumerts. The representations and
wairanties set forth in the Loan Documents are complate
and accurale.

8.3 Effects of representations and warranties. The
representations and warranties set out harein shall remain in
effect urtit repayment in full of the Lean and any other
amount owed to BDC under the Loan Documents.

9. DEFAULT AND RECOURSE PRIOR TO
DISBURSEMENT OF THE LOAN

9.1 Default. The Borower {and the Guarantar) shall
be in default if:

9.1.1 ary of the representations and warranties herein
or in the schedules hareto and in the Loan Documents is
found to be emoneous, inacsurate or false;

§.1.2 any of the pre-disbursement conditions is not met:

9.1.3 a laterial Adverse Change with respact o the
Borrower (or the Guaranlor) has accurred, in the opirion of
ape;

814 Tre prejestions set forth in the cash flow statement
are not ret or complied with;

3.1.5 The audited snnual financial stalements or the
intsmal monthly financial statements of the Borrowsr reflect
a deteroration of the financial situation of the Bonower [orof
the Guaranior] in comparison with the financinl situation
when the loan was authorized:;

916 the due diligence is not to he zomplele
satisfaction of BOC, including the siatement of prior claims,
such asg deductiors at source and constructive trusts,;

9.7 the Barrower (or the Guarantor) does rot take ary
action or do not sign any documant considered NBCESKAERY Or
useful by BDC to give full effact herato and to the Loan
Documenls;

918 the Bonrewer {or (he Guarantor) fails to comply
with the terms and conditions sat out herain aed 0 the Loan
Cocumenis,

9.2 Ragoursa. In the event of any Default prior to the
disbursement of all or parl of the Loan, 8DC reserves the
fight not to disburse the Loan in accordance with the tarms
hereof.

10, DEFAULT AND RECOURSE

Nobwilhstanding any provision to the contrary contained
harein and even if the leoms have baen compliad wath, BOC
reserves the right, at s diseretion, to terminate the Loan or

any undisbursed portion  thereof or to postpore the




disbursement and terminate  any moraloium on  the
repayment of principal, and the Borrower (and the
Guarantor) agrees lo repay, upon request, all or part of tha
amounts disbursed on the Loan, with interest, Costs and
accessones, in the following cases:

101, any Court order lifting or modifying the protection
or suspension of the recourses against the Borrower or any
af its assels;

10.2 any other Court order granling a recourse or a
right to a creditor to any security ranking before or par passu
with BDC;

10.3 any Courl order amending the Loan ar the
restiuctuning process undertaken by the Borrower under the
CCAA or BIA, as applicable, without the prior consent of
3DC;

10.4 the failure by the Borrower (or the Guarantor) (v
pay interest or Cosls which are owed hereunder or o repay
the principal when due;

10.5 if any representation or warranty found herein, in
the Security documents or in any other document or
certificate  provided to BDC by the Borrower (or the
Guarantor] is incarrect, erroneous or inaccurate:

10.6 The Borrower (or the Guarantor) is in breach or
terminate any materal undertaking or obligation in the
apinion of BDC;

187 it the Borrower (or the Guaranior) makes an
assignment of its praperty, is placed undar receivership
pursuant to BIA, or if it is under a liquidation order under BIA
or any other statule to the same effect;

g if the Bomower (or the Guarantor) does not
maintain its legal existence;

10.9 if there is & Change in Control of the Borrower or in
he ullimate Contiof of the Borrower which has not received
the prior weitten consent of BDC;

10,10 it the Borrower (or the Guarantor) fails to fulfil any
of its undertakings stipuiated herein;

10 i, at any time, any Security ceases for any reason
wholsoever o be in effect, have full effect and keep the
ranking it should have in accordance herewith and the Loan
Documents, whether or not BDC has been informed;

10,12 i any of the evants of Default provided for
heraunder ocours with respect o tha loan(s) granted ta the
Barrower by BOC which is not covered by the rastructunng
pracess, and the Borower lurther aclnowledges that a
Datault hereunder or under the Loan Documents shall also
constitute a Default within the meaning of its other loans;

10.13 in all cases of Defaull, thers will be loss of the
benefil of the term and BODC may move up the date the Loan
is due or terminate the Loan and declare the amount owed
lo it in principal on the Loan and any accrued interest, Costs
and aceessories thareon, as well as any indabtedness of the
Rorrower toward BDC hereunder and under the Loan
Coouments, 1o be due and payable immediataly, in which
case the Lorrawer shall pay BDC farthwith all amounts owed
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or payable under the Loan, falling which 8DC may exercise
all its recourses hereunder or under any guarantee held by
BOC, as it sees fit without further notice 1o the Borrower with
the exceplion of the notices required by law; in addilion,
BOC or ils assigns shall have the right to exercise ali its
recowrses and the rights available to it, without any control
on the part of the Borrowar, but BDC shail not be required to
realize such quaranlee or exercise any such right or
recourse and shall not be responsible for any foss which
may be caused by such decision not o sxercise such
recourse. The Borrownr shall indemnify BOC for any loss or
expensa which BDC may suffer or incur due to any delay In
the payment of the Loan or any portion thereof or any
accrued interest thereon or any other amount owed
bareunder or resuting from a Default including, without
limiting the generality of the foregoing, any cost, loss or
expense incurred by BOC due to the Default of the Borrower

10.14 In all cases of Default, BOC may also rsfuse to
advance the Borrowar any portion of the Loan which has not
Leen advanced to the Barrower,

10.15 No notice or formal demand shall be requirad
(unless provided for herein or under the Security) nor shall
have lo be given to the Borrower or, as the case may be, to
the Guarantor, by BDC for the purpose of putting the
Borrower and, as the case may be, the Guarantor in delault,
and the Borrower and, as the case may be, the Guarantor
shall be in Default by the mere passage of the time given jor
the performance of an obligation constituting a Default under
the Loan Documents or oy the occurrence of an event
constituting a Default under the Loan Documents, lo the
extent allowad by law.

10.16 if a Default occurs, BDC may neur and pay any
teasonabls sum for  services  rendered (including
professional fees and the faes of agents) with respect to the
realization, payment, sale, transfer. delivery or payment to
be made with respect to any guarantee referred to hersin
and may deduct such sums as fees and disbursements from
the proceeds of realization of the securities. The balance of
any praceeds may ba withheld by BDC and may, at the
aption of BDC, be applied to any indsbledness of tha
Bonawer toward BDC, without prejudice to any other right or
recourse of BDC.  Any expense incurred ar sum paid by
BDC in order ta realize, mantain or praserve any sacunty
referred to bersin given by the Borrower to BDC hereunder
or by taw shall bear inlerest at the interest rate provided in
the Loan until the date the said sum is paid.

10.17  BDC may grant extensions, take and give releases
of any security and deal in any manner with the Borrower or
any other party with respect to the guarantess given to BDC
as BDC wishes and without orejudice to any nghts of BDC
with respect (o the secudties given and without raducing the
respansibility of the Borrower toward BDC.

10.18 The rights and recourses of BDC hereunder are
cumulative and are in addition to, and not a substitute for,
those granted to it by Law. The partial exarcise or the
exercise of anly one of such rights and recourses by 8DC for
a Default or breach of any term, undertaking, condition or
agreement found herein shall nal modify, affsct ar impair any
other right or recourse to which BOC may be enlitled under
tha Law for the same Default or breach; no waiver by BDC of
the strict chservance, performance or compliance with a
term, underlaking, condition or agrezment faund herein or



any accommadation granted by BDC shall be deemed to be
& waiver with respect to any subsequent Defaull or breach.

11. GENERAL

111 The Borrower shall not have tha right to assign or
tranisfer the rights granted to it hereundsr, Any assignment in
breach of this paragraph shall, in addition to constituting a
Default hereunder, cancel any underiaking of BDC to
disburse any porion of the Loan which has not been
advanced.

1.2 BOC shall keep records of the transactions made
under the Loan. Such registers shall be deemed to reflect
- such transactions and the amount of the Loan used by the
Borrower and shall constitute, in the absence of manifest
&rrors, prima facie evidence of the date and amount of any
disbursement (o the Borrower and lhe total amounts paid by
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the Borrower in principal and interast on the disbursements,
costs and other amounts payable hereunder.

11.3 The Borrower shall take any action and sign any
document necessary lo give full effect to the terms hareof,

11.4 The Borrower agrees to a publc announcemant
being made ir the form of a press release by BDO.

1.5 The Borrower (and the Guarantor) authorize BDC
to communicate with their accountanls and audilors and to
ask them, on their behall, to give BDC financial information
and lo give BOC the financial statements of the Barrower
{and the Guarantor) as soon as they are prepared. in
addition to the documents and infarmation indicated above,
BOC may require the opinion of an independen! and
competent auditor,
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Re? » group inc.

STRICTLY PRIVATE AND CONFIDENTIAL

Canada North Group Inc.14238 134 Avenue NW
Edmonton, Alberta T5L5V8

Attention: Paul McCracken

July [4], 2017

Dear Sirs/Mesdames,

R.e.l. Draft 17.07.02

This is Exhibit* 4w Treferred to in the

Affidavit of
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A Ei‘rw&ax;) Public. A Commussioner for Qaths

i and for the Province of Albera

Stephanie A..W_axjke
Baﬁis’cer“& Solicitor

Re: Engagement of R.e.l. group inc.

Canada North Group inc. and certain of its affiliates (collectively, “CNG” or the “Company”) have

requested the assistance and support of R.e.l. group inc. (“Rel”) with reference to certain business and
restructuring issues as defined below.

1. Rel’s Services

The Company has filed an application with the Alberta Court of Queen’s Bench for relief pursuant to the
Companies’ Creditors Arrangement Act which is expected to be heard on or about July 5, 2017 (the
“CCAA Proceedings”). In connection with that application and a related motion for approval of a
proposal to provide debtor-in-possession financing, the Company has requested direction from the
Court to engage Rel as Chief Restructuring Officer (“CRO”). Subject to the Court granting the Initial
Order in the CCAA Proceedings, granting the debtor-in-possession financing and directing the Company

to retain the services of Rel as CRO, the Company wishes to engage Rel to provide its services as CRO as
set out herein,

Rel shall provide its expertise, services and assistance to the Company as CRO. Rel’s team will be led by
Jonathan Solursh, working with such other principals and associates of Rel as Rel considers appropriate.
Rel will work collaboratively with the Company’s directors, officers and senior management team.
Without limiting the foregoing, the Company authorizes Rel to undertake the following activities (the

“Services”):

(a) oversee and advise the Company with respect to the restructuring of the Company;

(b) evaluate potential restructuring, sale, refinancing and recapitalization alternatives that may be
available to the Company;
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(c) assist the Company, as necessary, with respect to the marketing and sale of any assets or parts
of the business of the Company;

(d) assist the Company in negotiating and implementing potential refinancing and recapitalization
alternatives;

(e) provide general commercial advice with respect to the Company’s long term strategic planning,
as requested;

(f) develop strategies to manage the current liquidity issues facing the Company including the
current 13 week cash projections and ongoing periodic updates together with supporting
information as required;

(g) represent the Company in negotiations and discussions with the Company’s principal lenders
and equipment lessors (collectively, the “Lenders”) as well as other third parties, including
creditors, suppliers, customers and other stakeholders, in respect of the restructuring;

(h) assist with the provision of information to and communications with the Monitor, Lenders, the
Interim Lender (as defined in the Initial Order) and other stakeholders, including ongoing
financial reporting;

(i) develop a communications strategy for the Company in connection with the restructuring and
assist in the management of communications with the Lenders, unsecured creditors and other
key stakeholders;

(j) in conjunction with the Monitor, advise the Company in the development of the Plan of
Arrangement under the CCAA (the “Plan”) and any amendments to the Plan;

(k) in conjunction with the Monitor, assist the Company in the preparation of the Company’ cash
flow statements and other reporting required by the Interim Lender;

(I} if required, report to the Court at such times and intervals as the CRO may deem appropriate;

(m) perform such other duties as are required to carry out the powers and obligations conferred
upon the CRO by the Initial Order or any further Order of the Court; and

other matters as requested by the Company and agreed to by Rel.

While Rel will be working with the directors and officers of the Company and other members of the
senior management team, the Company acknowledges and agrees that Rel will be communicating with
the Lenders and other stakeholders as required and may provide updates to each of them from time to
time throughout the mandate. The Company consents to Rel discussing any aspect of its mandate,
findings and recommendations with the Lenders and others stakeholders from time to time throughout
the course of the engagement as required to fulfill its mandate and waives any conflict that might
otherwise exist in this regard.
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Rel will work collaboratively with the Company’s auditor, legal counsel and other advisors to maximize
efficiency, prevent duplication of work, and minimize professional fees.

2, Information and Co-operation

The Company will use its reasonable efforts to ensure, on an ongoing basis, that all information
provided, directly or indirectly, orally or in writing, in connection with Rel’s engagement, will be accurate
and complete in all material respects, will not be misleading in any material way and will not omit to
state any fact or information which might reasonably be considered material to Rel in performing its
services hereunder. Rel shall be entitled to rely upon such information and shall be under no obligation
to independently verify any such information so provided to or otherwise obtained by Rel. Rel shall also
be under no obligation to determine whether there have been or to investigate any changes in any
information occurring after the date upon which it was provided to or obtained by Rel. The Company
shall co-operate fully with Rel in the performance of the services contemplated by the engagement.

it is understood that Rel will have full and complete access to the Company’s premises, books, records,
data, including data in electronic form and other financial documents of the Company to the extent that
is necessary to adequately assess the Company’ property, business and financial affairs or to perform its
duties.

3. Fees
[Redacted]
4, Additional Services

If Rel is requested to perform services in addition to those described above, the terms and conditions
relating to such services will be outlined in a separate agreement and the fees for such services will be
negotiated separately and will be in addition to the fees and other amounts payable hereunder.

5. Limitation of Liability

Rel shall not be liable for any failures or delays in performance arising from causes beyond its control
including any failure by the Company to perform its obligations in a timely manner. Without limiting the
foregoing, it is understood and agreed that Rel shall not be liable for any claims, liabilities or expenses
relating to this engagement for an aggregate amount in excess of the fees paid to Rel pursuant to this
engagement, except to the extent determined by final judicial decision to have resulted from the gross
negligence or wilful misconduct of Rel. In no event shall Rel be liable for any consequential, special,
punitive or exemplary losses or darnages.

6. Indemnification

In consideration of entering into this agreement and performing the services described herein, the
Company hereby agrees to indemnify Rel in accordance with Schedule 2 hereto, which forms part of this
agreement. Such indemnity (the "Indemnity") shall be executed and delivered to Rel on the execution of
this agreement and shall be in addition to, and not in substitution for, any liability which the Company or
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any other person may have to Rel or other persons indemnified pursuant to the Indemnity apart from
such Indemnity. The indemnity shall extend to the payment or reimbursement of fees and expenses as
set out in this agreement including, without limitation, any sales taxes applicable thereto. The Indemnity
shall also apply to any additional services provided pursuant to any agreement entered into pursuant to
paragraph 4 hereof.

7. Survival of Terms and Termination

This engagement shall take effect as of July __, 2017 and may be terminated upon not less than two (2)
business days written notice by either party, provided that the obligations of the Company to indemnify
Rel, to pay any amounts due to Rel pursuant to this agreement and the representations and warranties
provided by the Company in connection with this agreement shall survive the completion of Rel’s
engagement hereunder or other termination of this agreement.

8. Staffing

This engagement will be led by Jonathan Solursh with the direct support of other Rel Principals and staff
as required by Rel, at its sole discretion.

9, Conflicts

The Company acknowledges that other companies with conflicting interests may also be clients of Rel or
its affiliates and that Rel or its affiliates may be providing services to them. The Company also
acknowledges that Rel and its affiliates may be engaged in investment, venture capital or other activities
for their own account and may have interests (proprietary or otherwise) that may compete or conflict
with the interests of the Company. The Company acknowledges that Rel will not use or make available
to the Company confidential information that Rel has obtained from any other client or that Rel or its
affiliates may have developed or obtained in connection with activities for its own account.

10. Other Matters

This agreement will enure to the benefit of and be binding upon the parties hereto and their respective
successors and assigns. This agreement shall be governed by and construed in accordance with the laws
of the Province of Alberta and the parties hereby irrevocably attorn to the non-exclusive jurisdiction of
the courts of the Province of Alberta. All financial references in this agreement are to Canadian dollars
unless otherwise indicated. If any provision hereof shall be determined to be invalid or unenforceable in
any respect, such determination shall not affect such provision in any other respect or any other
provision hereof. Headings used herein are for convenience of reference only and shall not affect the
interpretation or construction of this agreement.

11. Notices
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All notices and other communications required pursuant to this agreement shall be in writing and
delivered by personal delivery or electronic communication, if to the Company, at:

Canada North Group Inc.
14238 134 Avenue NW
Edmonton, Alberta T5L 5V8

Attention: Paul McCracken and Shayne McCracken
Email: Paul.McCracken@djcatering.ca and Shayne.McCracken@goldenwestgroup.com

With a Copy to:

DLA Piper (Canada) LLP

1201 Scotia Tower 2

10060 Jasper Avenue

Edmonton, AB T5J 4E5

Attn: Stephanie Wanke

Email: stephanie.wanke@dlapiper.com

and, if to Rel, at:
R.e.l. group inc.
2200 Yonge St., Suite 610
Toronto, ON
M4S 2C6

Attention: Mr. Jonathan Solursh
Email: jsolursh@relgrp.com

or as each party may specify in a written notice to the other party. All such notices and communications

shall be effective when delivered or transmitted during normal business hours or, if outside of normal
business hours, on the next business day, as the case may be.

12. Acceptance

Please confirm your acceptance of the foregoing by signing and returning the attached duplicate copy of
this letter, which shall thereupon constitute a binding agreement between the Company and Rel.

Yours truly,

R.E.L. GROUP INC,
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By:

Jonathan Solursh
President

Accepted and agreed as of July __, 2017

CANADA NORTH GROUP INC.

By:

Name: ¢
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SCHEDULE 1 — FEES
[Redacted]

SCHEDULE 2 - INDEMNITY

[Redacted]
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600, 12220 Stony Plain Road Stephanie A. Wanke
Edmonton, AB T5N 3Y4 Barrister & Solicitor
Dear Sir:
Subject: Canada North Camps Inc. Forbearance Agreement with Canadian Western Bank

Our File: 180636-1/HAB

Further to our conversation on June 7, 2017, | confirm my advice to you that the Empire judgment
registered against HML Lodge ("HML") does not affect the ongoing operations or viability of Canada North
Camps Inc. (“CNC").

HML is one of the joint venture entities, meaning that CNC has partnered with another entity to form the
joint venture entity. HML does not own any assets, and the partner with whom CNC partnered has not
contributed its proportionate share towards the operating expenses, which, combined with the poor
economic climate in Alberta generally has contributed to the operating losses by this entity.

The substance of the lawsuit commenced by Empire is complicated, and | can provide additional details if
you wish. Empire sold its business to Horizon last year, but Horizon would not purchase the receivable
owing by HML. Despite numerous attempts over the prior year to encourage Empire to remove its
equipment from the site, due to low occupancy; however, Empire refused.

Given that HML has no assets, and given that CNC was not named in the suit, it is a hollow judgment,
and has no material adverse impact on the ongoing business operations and viability of the core business
of CNC. From a business perspective, it did not make sense to defend this action. The judgment
obtained by Empire is limited only against HML, does not affect CNC or any other business in the core of
CNC's business or operations. HML is not a going concern, and is not actively conducting any business.

t confirm my advice that we do not know of any other plaintiff who has filed an action against CNC who
has entered a judgment and is pursuing judgment enforcement steps. | confirm my advice in our
conversation that the number of creditors commencing actions against CNC or related entities conducting
business in the core business has decreased since the in-person discussions with the creditors has
commenced. CNC has successfully negotiated payment plans with all trade creditors who have
commenced legal actions and have contacted CNC's counsel with a willingness to enter into the payment
plans. CNC has been able to pay four trade creditors in full as negotiated under separate payment plans.
Regarding a fifth trade creditor, CNC is ahead in payments under the negotiated payment plan.

Further, | confirm my advice and the advice that has been consistently reported to the bank that of the
unsecured creditors (who are not those who have commenced legal actions), the discussions have gone
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well, and that the creditors (thus far) have all agreed to a &5 year repayment plan for the arrears owing to
them. The HML judgment is outside of the purview of those discussions, as our belief is that it is a hollow
judgment, and we are confident that it has no effect on CNC or the other core businesses in the
operations. Not unexpectedly in the course of a restructuring exercise, a company that is not a going
concern and not viable is not worth continuing to use resources, when, in the company's view, there are
other viable companies to keep alive. That has been, and continues to be the focus of our restructuring
efforts.

Finally, | confirm my advice that CNC learned this week of interest from a substantial equity partner. We
know that this has been reported to the bank, and that there have been discussions between this
individual and CWB, and we continue to focus our efforts on this possibility.

Please don't hesitate to contact me with any questions. We look forward to continuing to work together
on a successful restructuring,

Yours truly,

DENTONS CANADA LLP
Heomun bondiniiae

Heather A. Barnhouse
HAB/pIr

cc. Canada North Camps Inc.
Attention: Paul McCracken

Deloitte LLP
Attention: Bob Taylor
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Canada North Camps Inc. Barrister & Solicitor
14238 — 134" Avenue NW
Edmonton, Alberta T5L 5V8

Private and Confidential

Attention: Paul McCracken, Chief Excecutive Officer
Dear Sir,
Subject: Canada North Camps Inc. et al, (collectively, the “Canada North Group”)

This letter confirms the terms of the engagement of Deloitte Restructuring Inc. (“Deloitte) by Canada
North Camps Inc. and to act as consultant to the Canada North Group,

Purpose of the Engagement

Deloitte understands that the Group has experienced some financial challenges due to the world wide
decline in oil prices and needs to consider alternatives to reorganize its financial affairs. The Canada
North Group, as a result of certain ioan covenant and non-monetary loan defaults, recently entered into a
Forbearance Agreement with Canadian Western Bank (“CWB”) in connection with loans totalling
approximately $21 million. The Canada North Group is seeking replacement financing and is currently
working with Advisco Capital Corporation (“Advisco™) and its advisors in this regard.

Scope of Services
Deloitle’s assistance to the Canada North Group is expected to include the following:

» Review and assess the reasonableness of the financial projections;

* Review the Canada North Group’s various operations with the view to assessing whether all
operations should be continued or certain operations should be wound-up or sold;

» Review and assess the short-term and medium-term cash flow requirements;

» Provide financial, strategic and restructuring advice to the Canada North Group and identify various
options available;

» Preparation of appropriate contingency plans to reflect the impact of restructuring alternatives;

» Liaise with stakeholders of the Canada North Group, including CWB and Advisco, to assist in
understanding their respective positions and assisting the Canada North Group generally;

*  Upon the specific written request of the Canada North Group, and as agreed to by the parties, any
other matters which appear to be relevant to an assessment of a future course of action.
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Reporting
Deloitte will communicate the status of its work in accordance with the scope described above to Mr. Paul

MecCracken and Mr. Recsetar throughout the engagement. It is understood, that at the request of CWB,
Deloitte will also communicate the status of its work to CWB.

Written reports or memorandums will be provided as and when required, and we confirm that they will be
shared with CWB, Advisco and its advisors.

Timing

Deloitte will use commercially reasonable efforts to carry out its work on a timely basis and will inform
Mr. McCracken of any difficulties it encounters. The production and timing of Deloitte’s reviews and
assessments assumes that the information it requires to carry out its work will be made available promptly
and in good order by the Canada North Group. Notwithstanding the above, Deloitte will inform Mr.
MecCracken and Advisco as soon as possible of any matters of a material nature which come to our
attention during the course of our work,

It is understood that time is of the essence and Deloitte will endeavour to complete its work by June 23,
2017.

Lngagement Team

This engagement will be under the direction of Bob Taylor, Partner, who will maintain overall
responsibility for the engagement on behalf of Deloitte. The engagement team will include other
professionals, as necessary, to complete the engagement on a timely basis.

Professional Fees and Disbursements

Deloitte’s fees will be based on the amount of professional time required and its standard hourly billing
rates, which vary depending upon the experience level of and relative time spent by the professionals
involved. Invoices will also include reasonable disbursements, including any costs and expenses for
advisors Deloitte’s may retain (including legal counsel - see below). GST as applicable will be charged.

The current Canadian dollar hourly billing rates, by classification, are as follows:

* Partner $650
¢ Senior Manager  $475
*  Manager $375
= Senior $250

It is understood that Deloitte will endeavour to minimize time charges with respect to this engagement
and to conduct the engagement in as cost-effective manner as possible. It is understood that Deloitte
conducted certain financial analysis in respect of potential Advisco financing, and Deloitte shall
endeavour to not duplicate previous work and will use the prior work product as and when possible.

Deloitte’s fecs, expenses and any applicable taxes will be invoiced monthly as time and cxpenses are
incurred. Accounts are duc when rendered and interest accrues at 12% per annum on balances unpaid
after 30 days.

We will require an initial retainer of $50,000 to be paid in three instalments as follows; $15,000 by May
12,2017, $15,000 by May 23, 2017 and $15,000 by June 6, 2017, which may be subject to adjustment as
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matters proceed. The retainer will be held by Deloitte, and if required, to pay our fees and expenses. We
expect that the retainer will be applied against our final account. Accordingly, interim invoicing will be
payable by the Canada North Group in accordance with the terms noted above.,

Deloitte will advise the Canada North Group as to the status of total charges on a weekly basis such that
the Canada North Group is in a position to manage its costs.

Disclosure of Relationships
An internal search was performed for any potential conflicts based on the names of the parties

provided. We inform you that, based on our conflicts search, we are not aware of any conflict
that would affect our ability to act impartially.

General Business Terms

The attached General Business Terms form part of our mutual agreement concerning this engagement, By
signing this agreement the parties agree to be bound by these General Business Terms. In the event of a
conflict between this letter and the General Business Terms, the General Business Terms shall take
precedence, provided that if the letter specifically states that a particular term shall take precedence over
the General Business Terms, the letter shall take precedence with respect to that term.

Confirmation

Please confirm your acceptance of this agreement by signing both copies of this letter in the space
provided below and returning one signed copy of the letter to us.

Yours very tv@u
.

Robert J/ Tayjor, FCPA,FCA, CIRP, LIT

ACKNOWLEDGED AND AGREED to lhisffﬁ(\iay of May, 2017.

Canada North Camps Inc. for and on behalf of itself
angd its respectivejubsidiaries

<

="~ g
XA

Signatugu(@ﬁaﬁthorﬁed signinglofficer

oy MCracien

Name U

Pyacuhye VLD,

Title
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General business terms

The following general business terms (the “terms”) apply to the engagement agreement between Deloitte
Restructuring Inc. (“Deloitte™) and Canada North Camps Inc. and its respective subsidiaries (collectively
the “Canada North Group”) except as expressly set forth in the engagement letter to which these Terms
are attached (the “engagement letter”).

1. Contracting parties

a. Definitions: “Deloilte” or “Deloitte Canada” shall mean Deloitte Restructuring Inc. “Deloitte
Entities” shall mean the Ontario limited liability partnership Deloitte LLP and where appropriate
its directors, officers, partners, principals, professional corporations, employees, agents,
subsidiaries and affiliates and to the extent providing services under the engagement letter, the
member firms of Deloitte Touche Tohmatsu Limited, the subsidiaries and affiliates of such
member firms, and all of their respective directors, officers, partners, principals, professional
corporations, employees, agents; and in all cases any successor or assignee.

b. This engagement letter is between the Canada North Group and Deloitte Canada. The Canada
North Group agrees that its relationship is solely with Deloitte Canada as the entity contracting
with the Canada North Group to provide the services covered by this engagement letter.
Notwithstanding the fact that certain services covered by this engagement lctter may be carried
out by personnel provided to Deloitte Canada from other Deloitte Entities through service or
other agreements, Deloitte Canada remains solely responsible and liable to the Canada North
Group for all services covered by the engagement letter. Accordingly, the Canada North Group
agrees that none of the Deloitte Entities (except Deloilte Canada) will have any liability to the
Canada North Group, and the Canada North Group will not bring any claims or proceedings of
any nature (whether in contract, tort, breach of statutory duty, or otherwise and including, but not
limited to, a claim or negligence) in any way in respect of or in connection with this engagement
against any of the Deloitte Intities (except Deloitte Canada) or against any subcontractors that
Deloitte Canada may use to provide the services covered by this engagement letter.

c. To the extent that Deloitte Entities (other than Deloitte Canada) are providing services to Deloitte
Canada in connection with this engagement as subcontractors to Deloitte Canada, then the term
“Deloitte” should read as “Deloitte Entities” for purposes of these Terms.

2. Services

a. It is understood and agreed that the services to be provided under the Engagement Letter (the
“Services”) may include advice and recommendations, but all decisions in connection with the
implementation of such advice and recommendations shall be the responsibility of, and be made
by, the Canada North Group. In connection with Deloitte’s Services, Deloitte shall be entitled to
rely on all decisions and approvals of the Canada North Group,

b. The Services conducted by Deloitte cannot be relied upon to disclose errors or fraud should they
exist. The Services will not constitute an audit conducted in accordance with generally accepted
auditing standards, an examination or compilation of, or the performance of agreed upon
procedures with respect to prospective financial information, an examination of or any other form
of assurance with respect to internal controls, or other attestation or review services in accordance
with standards or rules established by the CICA or other regulatory body. Deloitte will not
cxpress an opinion or any other form of assurance on any operating or internal controls, financial
statements, forecasts, projections or other financial information.
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¢. Neither the Services or any advice or reports in connection therewith are intended to be, nor shall
be construed to be, “investment advice” within the meaning of the US Investment Advisors Act
0f 1940. In the performance of the Services, Deloitte will not perform any cvaluation of internal
controls and procedures for financial reporting upon which the Canada North Group’s
management can base its assertion in connection with the US Sarbanes-Oxley Act of 2002 or
related rules or regulations (“Sarbanes-Oxley™). Deloitte will make no representations or
warranties and will provide no assurances that the Canada North Group’s disclosure controls and
procedures are compliant with the certification requirements of and internal controls and
procedures for financial reporting are effective as required by Sarbanes-Oxley or any other
standards or rules, including, without limitation, Sections 302 and 404 of Sarbanes-Oxley. The
Services will be conducted in accordance with these Terms and, to the extent performed by the
subsidiaries of Deloitte & Touche USA LLP, in accordance with the Statement of Standards jfor
Consulting Services established by the American Institute of Certified Public Accountants.

3. Term

Unless terminated sooner in accordance with its terms, this engagement shall terminate on the completion
of the Services. Either party may terminate this engagement at any time upon giving at least five (5) days
written notice to that effect to the other party, provided that in the event of termination for cause, the
breaching party shall have the right to cure the breach within the notice period. In the event of termination
pursuant to this paragraph, the Canada North Group agrees to compensate Deloitte Canada under the
terms of the Engagement Letter for Services performed and expenses incurred through the effective date
of termination.

4. Timely performance

Deloitte will endeavour to complete within any agreed upon time-frame the performance of the Services.
However, Deloitte will not be liable for failures or delays in performance that arise from causes beyond
Deloitte’s control, including the untimely performance by the Canada North Group of its obligations in
assisting Deloitte with respect to this engagement.

5. Fees and payment

d.

Unless otherwise specilically agreed in the engagement letter, Deloitte’s fees will be based on
standard hourly rates, which vary depending upon the experience level of the professionals
involved. In the normal course of business, Deloitte revises its standard hourly rates to reflect
changes in responsibilities, increased experience, and increased costs of doing business. Changes
in standard hourly rates will be noted on the invoices for the first time period in which the revised
rates become effective,

In addition to professional fees, the Canada North Group will reimburse Deloitte Canada for
Deloitte’s reasonable out of pocket expenses incurred in connection with this engagement,
including travel, meals, hotels and disbursements for outside legal counsel or any other
consultants engaged by Deloitte with the prior consent of the Canada North Group.

All fees and other charges do not include any applicable federal, provineial or other goods and
services or sales taxes, or any other taxes or duties whether presently in force or imposed in the
future. Any such taxes or duties shall be assumed and paid by the Canada North Group without
deduction from the fees and charges hereunder,
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d. Invoices will be rendered on a regular basis as the engagement progresses. All invoices shall be
due and payable when rendered. Without limiting its rights or remedics, Deloitte shall have the
right to halt or terminate its services entirely if payment is not received within thirty (30) days of
the invoice date. Interest shall be calculated at a simple daily rate of 0.0493% (equivalent to 18%
per annum). Interest shall be charged and payable at this rate on any part of an invoice that
remains unpaid from thirty (30) days after the invoice date to the date on which the outstanding
invoice is paid.

e. Tothe extent that as part of the Services to be performed by Deloitte as described in the
engagement letter, Deloitte Canada personnel are required to perform the services in the United
States of America (“US Business™), the Canada North Group and Deloitte Canada agree to assign
performance of the US Business to Deloille Canada LLP, an affiliate of Deloitte. All services
performed by Deloitte Canada LLP shall be performed under the direction of Deloitte Canada
which shall remain responsible to the Canada North Group for such Services. Deloitte Canada
LLP shall invoice the Canada North Group with respect to the US Business and Deloitte will
invoice for services performed in Canada (“Canadian Business”). Payment for US business
and/or Canadian Business can be settled with one payment to Deloitte.

6. Independence

a. Deloitte Canada may terminate this engagement upon written notice to the Canada North Group if
it determines that (i) a governmental, regulatory or professional entity (including, without
limitation, provincial accounting institutes, Canadian and foreign securities commissions, the
Canadian Public Accountability Board and the Public Company Accounting Oversight Board) or
an entity having the force of law has introduced a new, or modified an existing, law, rule,
regulation, interpretation or decision the result of which would render the performance by
Deloitte of any part of the engagement illegal or otherwise unlawful or in conflict with
independence or professional rules, or (ii) circumstances change (including, without limitation,
changes in ownership of the Canada North Group or any of its affiliates) such that the
performance by Deloitte of any part of the engagement would be illegal or otherwise unlawful or
in conflict with independence or professional rules. Upon termination of the engagement, the
Canada North Group will compensate Deloitte Canada under the terms of the Engagement Letter
for the Services performed and expenses incurred through the effective date of termination.

b. The Canada North Group shall provide Deloitte Canada with prompt written notice if the Canada
North Group or any of its subsidiaries or affiliates engages Deloitte Canada or a member firm of
Deloitte Touche Tohmatsu Limited or any affiliate of such a member firm to provide audit rclated
services. 1 the event that Deloitte, a member firm of Deloitte Touche Tohmatsu Limited or any
affiliate of such a member firm, provides audit services for the Canada North Group, parent of the
Canada North Group or affiliate of Canada North Group, the Canada North Group acknowledges
that the Canada North Group has adhered to all regulatory requirements regarding the provision
of non-audit services by Deloitte Canada or member firm of Deloitte Touche Tohmatsu Limited
or any affiliate of such a member firm in accordance with applicable laws, regulations and rules
that apply to the Canada North Group, including audit committee pre-approval requirements.

7. Conflict of interest

a.  Nofification and resolution. Should Deloitte Canada determine that there is a potential conflict of
interest in connection with its performance of the Services, Deloitte Canada will advise the
Canada North Group promptly and endeavour to resolve such potential conflict. Also, the Canada
North Group agrees to notify Deloitte Canada promptly of any potential conflict affecting this
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engagement of which it is, or becomes aware. Where a potential conflict is identified by either
party and Deloitte Canada belicves the Canada North Group’s intetests can be properly
safeguarded by the implementation of appropriate procedures, Deloitte Canada will discuss and
agree such procedures with the Canada North Group.

b.  Non-exclusivity. Having engaged Deloitte Canada for the limited purpose set out in the
engagement letter, the Canada North Group agrees on behalf of itself and its affiliates that no
Deloitte Entity is precluded from acting in any capacity such as Monitor under the Companies’
Creditors Arrangement Act or as receiver and manager for any other party and that the Canada
North Group’s engagement of Deloitte Canada in this matter will not be asserted by the Canada
North Group as a basis for disqualifying Deloitte Canada, an affiliate of Deloitte Canada or a
member firm of Deloitte Touche Tohmatsu Limited or any of their respective affiliates from
acting for any other party. The Canada North Group agrees to waive any real or potential conflict
of interest of Deloitte Canada, an affiliate of Deloitte Canada or a member firm of Deloitie
Touche Tohmatsu Limited or any of their respective affiliates in connection with Deloitte’s
Services for the Canada North Group under the terms of the Engagement Letter.

In the event that Deloitte Canada, an affiliate of Deloitte Canada or a member firm of Deloitte Touche
Tohmatsu Limited or any of their respective affiliates acts for any other party, (i) Deloitte will not
disclose any Confidential Information (defined below) that the Canada North Group provides to Deloitte
in connection with this engagement and will not use such Confidential Information for another party’s
benefit, and (ii) Deloitte will establish appropriate ethical walls between the persons involved in advising
the Canada North Group under this engagement and the persons involved in advising another party.

8. The Canada North Group responsibilities

a.  Cooperation. The Canada North Group shall cooperate with Deloitte in the performance by
Deloitte of the Services, including, without limitation, providing Deloitte with reasonable
[acilities and timely access to data, information and personnel of the Canada North Group. The
Canada North Group shall be responsible for the performance of its personnel and agents and for
the accuracy and completeness of all data and information provided to Deloitte for purposes of
the performance by Deloitte of the Services hereunder.

b. Muanagement. The Canada North Group shall be solely responsible for, among other things: (i)
making all management decisions in connection with the loan; (ii) designating a competent
management member o oversee the Services; (iif) evaluating the adequacy and results of the
Services; (iv) accepting responsibility for the results of the Services.

9. Information

a. Access and reliance. The Canada North Group will make available to Deloitte all information
(financial or otherwisc) reasonably necessary to enable Deloitte to provide the Services. The
Canada North Group will also provide Deloitte with any information, advice and opinions
relevant to the engagement that may be delivered by third parties, such as legal counsel (except
where necessary to preserve privilege) and accounting, financial, environmental or other advisors,
and will ensure that such third parties co-operate with Deloitte on matters considered by Deloitte
to be relevant to the engagement. In carrying out its Services, Deloitte will rely on information
that is publicly available, prepared or supplicd by the Canada North Group or provided to Deloitte
by third parties, Deloiite will be entitled to rely on, and is under no obligation to verify, the
accuracy or completeness of such information and Deloitte has no responsibility for the accuracy
or completeness of the information provided by, or on behalf of, the Canada North Group or other
parties, even if Deloitte had reason to know or should have known of such inaccuracy or
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d.

incompleteness. This engagement cannot be relied upon to disclose errors or fraud should they
exist. Further, Deloitte is under no obligation to investigate any changes that may occur in such
information subsequent to the date thercof,

The Canada North Group represents and warrants that all information provided to Deloitte
Canada, directly or indirectly, orally or in writing, by the Canada North Group or its agents and
advisors in connection with the engagement will be accurate and complete in all material respects
and will not be misleading in any material respect, Upon request, the Canada North Group will
provide Deloitte Canada with a separate written representation confirming the accuracy and
completeness of the information provided to Deloitte Canada and the information included, or to
be included, in any information documents with respect to the Canada North Group.

Confidentiality. To the extent that, in connection with this cngagement, Deloitte comes into
possession of any proprietary or confidential information of the Canada North Group
(“Confidential Information™) including Personal Information as defined in section 12(b) below,
Deloitte will not disclose such information to any third party and the Deloitte Entities, without the
Canada North Group’s consent, except as may be required or permitted by law, regulation,
Judicial or administrative process, or in accordance with applicable professional standards, or in
connection with litigation pertaining thereto “Confidential Information® shall not include
information which: : :

i) shall have otherwise become publicly available (including, without limitation, any
information filed with any governmental agency and available to the public) other than as the
result of a disclosure by Deloitte in breach hereof:

ii) is disclosed by the Canada North Group or the Canada North Group to a third party without
substantially the same restrictions as set forth herein;

iii) becomes available to Deloitte on a non-confidential basis from a source other than the
Canada North Group or the Canada North Group which Deloitte believes is not prohibited
from disclosing such information to Deloitte by obligation to the Canada North Group;

iv) is known by Deloitte prior to its receipt from the Canada North Group or the Canada North
Group without any obligation of confidentiality with respect thereto; or

v) is developed by Deloitte independently of any disclosures made by the Canada North Group
or the Canada North Group to Deloitte of such information.

Prospective financial information. Unless Deloitte Canada and the Canada North Group agree
otherwise in the Engagement Letter, Deloitte will not compile, examine or apply other procedures
to prospective financial information of the Canada North Group in accordance with Chartered
Professional Accountants of Canada Standards and accordingly, will express no opinion or any
other form of assurance or representations concerning its accuracy, completeness or presentation
format, Any financial forecasts or projections belong to the Canada North Group and are the sole
responsibility of such management. There will usually be differences between projected and
actual results, because events and circumstances frequently do not occur as expected or predicted,
and those differences may be material.

Deloitte will not return or provide records or information obtained in the course of the
engagement to the Canada North Group if it is illegal to do so or if Deloitte is requested to
withhold the records or information by law enforcement or other public or regulatory authorities
(regardless of whether the engagement has been terminated)

10. Reporting

a.

Qualifications to advice, opinions, and reports. Any advice, opinions, or reports provided by
Deloitte will be made subject to, and will be based upon, such assumptions, limitations,
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qualifications and reservations as Deloitte, in its judgment, deems necessary or prudent in the
circumstances, including without limitation: (i) the time available to perform the Services, (ii) the
information, data, opinions, advice and representations made available to Deloitte, and (iii) access
to the Canada North Group’s management, advisors and agents.

Amendments to reports, Deloitte reserves the right to amend its advice, opinions, and reports
accordingly, in the event that new information becomes available which may be contrary to or
different from that which is set out to the Canada North Group in documents ot verbal repotts.
Notwithstanding the foregoing, Deloitte has no responsibility for performing any services or
procedures beyond those agreed to by the Canada North Group and Deloitte Canada or for
updating the Services performed,

Limitation on use and distribution. Except as otherwise agreed in writing, all services in-
connection with this engagement shall be solely for the Canada North Group’s internal purposes
and use, and this engagement does not create privity between Deloitte and any person or party
other than the Canada North Group (“third party”). This engagement is not intended for the
express or implied benefit of any third party. No third party is entitled to rely, in any manncr or
for any purpose, on the advice, opinions, reports, or Services of Deloitte. The Canada North
Group further agrees that the advice, opinions, reports or other materials prepared or provided by
Deloitte are to be used only for the purpose contemplated by the Engagement Letter and shall not
be distributed to any third party without the prior written consent of Deloitte Canada.

Ownership, Deloitte shall retain all right, title and interest in the reports, opinions and other
documents provided by Deloitte to the Canada North Group and the Canada North Group shall be
entitled to use such material in accordance with section 10(c).
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1. Indemnification and limitation on liability

a.

Application. The provisions of this Section 11 shall apply to the fullest extent of the law, whether
in contract, statute, tort (such as negligence), or otherwise. This Section shall survive termination
or expiry of the engagement, The provisions of this Section are not applicable to the extent that
mandatory provisions of applicable regulatory bodics prohibit a professional financial advisor
from limiting liability,

Limitation on liabilify. The Canada North Group and Deloitte Canada agree to the following with

respect to Deloitte’s liability to the Canada North Group:

i) Deloitte shall not be liable to the Canada North Group for any claims, liabilities, or expenses
relating to this engagement for an aggregate amount in excess of the fees paid by the Canada
North Group to Deloitte Canada pursuant to this engagement, except to the extent finally
judicially determined to have resulted from the bad faith or intentional misconduct of
Deloitte.

if) In no event shall Deloitte be liable for consequential, special, indirect, incidental, punitive or
exemplary loss, damage, or expense relating to this engagement or any loss of revenue or
profit or any other commercial or economic loss or failure to realize expected savings.

i) In any action, claim, loss or damage arising out of the engagement, the Canada North Group
agrees that Deloitte’s liability will be several and not joint and several and the Canada North
Group may only claim payment from Deloitte of Deloiite’s proportionate share of the total
liability based on the degree of fault of Deloitte as finally determined by a court of competent
jurisdiction,

Indemmnification, “removed”
Limitation on actions. No action, regardless of form, relating to this engagement, may be brouglht

by either party more than one year after the cause of action has accrued, except for an action for
non-payment of fees.

12. Other

a,

Regulatory or legal action. The Canada North Group will notify Deloitte Canada promptly of
any request received by the Canada North Group from any third party, including a regulatory
authority, for any material information or for a meeting or hearing; the issuance of any restraining
order; or the initiation of a proceeding or litigation relating to this engagement.

Subject to any professional issues including audit independence, if requested and if the parties
agree, Deloitte will testify (as a non expert witness) or provide reasonable support services to the
Canada North Group before any governmental commission, regulatory authority or court. Any
such testimony or support services will be confined to the services performed under this
engagement. Deloitte shall have the right to employ counsel in connection with such testimony or
support services.

Deloitte shall be paid for any time spent by its personnel in connection with such support at their
standard hourly rates, which shall be separate and apart from any other professional fees payable
hereunder. The Canada North Group shall also reimburse Deloitte for its reasonable out-of-pocket
costs, charges and expenses, including legal counsel, incurred in connection therewith. These fees
and expenses shall be separate and in addition to any other fees or amounts payable under the
provisions for payment of fees in the engagement letter,
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b.

Privacy. Deloitte and the Canada North Group acknowledge and agree that, during the course of
this engagement, Deloitte may collect personal information about identifiable individuals
(“Personal Information”), either from the Canada North Group or from third parties. The Canada
North Group and Deloitte Canada agree that Deloitte will collect, use and disclose Personal
Information on behalf of the Canada North Group solely for purposes related to completing this
engagement, providing services to the Canada North Group and in a manner consistent with
section 9(c) above Deloitte shall not collect, use and disclose such Personal Information for
Deloitte’s own behalf or for its own purposes.

Swurvival and interprefation. The agreements and undertakings of the Canada North Group
contained in the Engagement Letter, to which these terms are attached, together with the
following sections of these Terms shall survive the expiration or termination of this engagement:
1,2,4,5,6,8,9,10,11 and 12,

Governing law. These Terms, the Engagement Leter to which these terms are attached and all
matters relating to this engagement (whether in contract, statute, tort (such as negligence), or
otherwise), shall be governed by, and construed in accordance with, the laws of the Province
where Deloitte Canada’s principal office performing the engagement is located. Any action or
proceeding relating to this engagement shall be brought in the Province where Deloitte Canada’s
principal office performing the engagement is located, and the parties submit to the jurisdiction of
the courts of that Province and waive any defence of inconvenient forum to the maintenance of
such action or proceeding.

Severability. If any provision of the Terms or the Engagement Letter is found by a court of
competent jurisdiction to be unenforceable, such provision shall not affect the other provisions,
but such unenforceable provision shall be deemed modified to the extent neccssary to render it
enforceable, preserving to the fullest extent permissible the intent of the parties set forth herein.

Entire agreement. These Terms and the Engagement Lelter to which these terms are attached is
the complete agreement between the parties with respect to the subject matter hereof and
supersedes all prior and contemporaneous agreements, understandings, proposals, negotiations,
representations or warranties of any kind whether oral or written.

Assignment. Except as provided below, neither party may assign, transfer or delegate any of its
rights or obligations hereunder (including, without limitation, interests or Claims relating to this
engagement) without the prior written consent of the other party. Client hereby consents to
Deloitte Canada assigning or subcontracting any portion of the Services to any affiliate or related
entity, whether located within or outside of Canada, provided that, any such assignment or
subcontracting shall not relieve Deloitte Canada of its obligations hercunder. Services performed
hereunder by Deloitte Canada’s subcontractors shall be invoiced as professional fees on the same
basis as Services performed by Deloitte Canada’s personnel, unless otherwise agreed. Deloitte
Canada may, without the consent of the Client, assign or subcontract its rights and obligations
hereunder to (i) any affiliate or related entity or (ii) any entity which acquires all or a substantial
part of the assets or business of Deloitte Canada.

Currency. All financial references herein are to Canadian dollars unless specifically indicated
otherwise. If it is necessary to convert any amounts into Canadian dollars, a prevailing
commercial bank exchange rate at closing or the time of the invoice shall be used.

Notices. Any notice or other communication required or permitted to be given under this
engagement shall be in writing and shall be sufficiently given or made by delivery or by post or
by telecopy or similar facsimile transmission (with confirmation of accurate and complete
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transmission oblained by the sender) to the respective parties. Any notice so given shall be
deemed conclusively to have been given and received when so personally delivered or posted or
so telecopied or transmitted, except that any notice delivered after 5:00 p.m. on the day prior to a
non-business day shall be deemed to have been received at 9:00 a.m. on the first business day
following delivery. Any party may change its address, telephone number or facsimile number by
notice to the others in the manner set out above.

Conununication, Except as instructed otherwise in writing, each party may assume that the other
approves of properly addressed fax, email (including email exchanged via Internet media) and
voicemail communication of both sensitive and non-sensitive documents and other
communications concerning this engagement, as well as other means of communication used or
accepted by the other.

Non-solicitation of personnel., “removed”

Language, The parties have requested that this Agreement and all communications and
documents relating hereto be expressed in the English language. Les parties ont exigé que la
présente convention ainsi que tous les documents s'y rattachant soient rédigés dans la langue
anglaise,

Quality of Service. If, at any time, you believe our service to you could be improved or if you are
dissatisfied with any aspect of our services you should raise the matter with the engagement
partner. Alternatively, if you wish to discuss the matter with someone other than the engagement
partuer, or make a complaint, please email ntlethics@deloitte.ca or call 1 (888) 683-2020 and ask
for the National Ethics Leader. We will acknowledge the complaint upon receipt and every effort
will be made to investigate expeditously.
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Attachments: Canada North - Engagement Letter Final - Signed.pdf
Importance: High Stephanie A. Wanke

Barrister & Solicitor

Mr. Taylor,

We have recently been retained by Canada North Camps Inc. and its related parties (“Canada North Group”).

In May 2017, Canada North Group retained Deloitte to act as consultant to the Canada North Group. Attached is a copy
of the engagement letter.

The engagement letter is clear - Canada North Group was Deloitte’s client. Deloitte’s role and fiduciary obligation was
to assist Canada North Group, not any other party, including CWB.

As you know, the Canada North Group is bringing an application for an Initial Order under the CCAA on Wednesday, July
5,2017. We have today received materials from CWB advising that they will be bringing an application for a
Receivership Order appointing Deloitte as Receiver.

As you also know, Canada North Group terminated its engagement with Deloitte on Tuesday, June 27, 2017.

In CWB's Affidavit in support of its application, CWB discloses that CWB reviewed the CCAA materials, including Ms.
McCracken’s Affidavit with you on June 28-29, 2017 and you provided CWB with confidential information with respect
to the Canada North Group in order to support CWB’s application to appoint Deloitte as a Receiver over Canada North
Group. Thisis directly contrary to the interests of the Canada North Group.

The engagement letter provides certain express exceptions where Deloitte was allowed to communicate to CWB (again,
always in the interests of Canada North Group). Those exceptions are limited to providing updates on the status of
Deloitte’s work and final copies of reports and memorandums. No final reports or memorandums have been completed
and therefore no information about Canada North Group should have been shared by Deloitte to any third party. The
communications that appear to have occurred between you and CWB to assist CWB in its application to appoint a

receiver are not permitted by the engagement letter and are a direct breach of the confidentiality provisions contained
in the engagement letter.

By way of this email, | am requesting that:

1. Deloitte immediately cease and desist from communicating with CWB and Advisco in respect of the Canada
North Group;

2. Deloitte provide me with copies of all correspondence (email, letter or otherwise) with CWB and Advisco in
respect of the Canada North Group, including summaries of all correspondence not in writing;

3. Deloitte withdraw as a proposed receiver of the Canada North Group due to a conflict of interest. (Note, this
request is based on Deloitte’s breach of the engagement letter - not on the services provided pursuant to the
engagement letter. As a result, the limited conflict of interest waiver provided in the engagement letter does
not apply.)



Please provide confirmation of the above at your earliest, and no later than noon on Tuesday.
Regards,

Stephanie A. Wanke

Associate

T780.429.6822
F 780.702.4379
M 780.504.9364
E stephanie.wanke@dlapiper.com

I

3, IPER

DLA Piper (Canada) LLP
1201 Scotia Tower 2
10060 Jasper Avenue
Edmonton AB T5J 4E5
Canada
www.dlapiper.com
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CNC

DJ Catering

CamppCorp

Canada North Group
816956 AB

1371047 AB

HLCNG LP (Heart Lake Canada North Group)
Wandering River Lodge LP
Monias (KM 147 LP)
Peace River Lodge LP
Bonnyville Lodge LP
Bigstone Tansi LP

Loon River LP

Kingdon Lodge LP

Total GST for group
Total Payroll for group

June 24,17

GST AP GST GL (Current) Payroll AP
162,089.99 26,884.82 829,197.95
126,238.17 15,082.42 -

- (1,664.70) 41,009.96
19,313.73 6,277.43 -
5,325.80 10,693.08 -
229,641.50 {3,054.27)
25,692.78 (98,412.13)
12,064.30 {1,231.55)

- (3,514.39)
14,987.32 (1,663.38)

682.40 (2.57)
599,035.99 (50,605.24) 870,207.91
548,430.75
945,456.88

T1,493,887.63
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Barrister & Solicitor



Payroll GL (Current)
63,862.36

570.12

10,816.49

75,248.97



