This is the 1% affidavit
of Dillon Cameron in this case
and was made on 02 / February / 2017

(:- —
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

BETWEEN:

DEANS KNIGHT CAPITAL MANAGEMENT LTD.
PETITIONER
AND:

SHOEME TECHNOLOGIES LIMITED

RESPONDENT

AFFIDAVIT
|, DILLON CAMERON, OF 1500-999 West Hastings Street, Vancouver, BC, V6C 3A6,

businessperson, SWEAR (OR AFFIRM) THAT:

i | am a portfolio manager with Deans Knight Capital Management Ltd. ("Deans Knight").
As such, | have personal knowledge of the facts and matters deposed to herein, except where
indicated to be based on information and belief, in which case | verily believe such facts and
matters to be true.

2 Deans Knight is an investment fund and portfolio manager doing business in Vancouver,
British Columbia.

3. To the best of my knowledge, ShoeMe Technologies Limited (the "Debtor”) carried on
business as an online shoe retailor until January 27, 2017, when it ceased operations.

4. To the best of my knowledge, the Debtor maintains its head office in Vancouver, BC,
and also has a call centre location in Burnaby BC.

5. To the best of my knowledge, the Debtor also operated physical retail locations in
Vancouver, British Columbia, and Toronto, Ontario, as well as owning inventories which are
held at a third party logistics facility in Brampton, Ontario, which also ceased operations on
January 27, 2017.

Debenture Purchase Agreement and Security

B. On or about December 12, 2014, Deans Knight, acting as portfolio manager on behalf of
certain investors (the "Investors"), and 1006903 BC Ltd. (now known as Shoes.com
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Technologies Inc., referred to herein as the "Parent’) entered in a debenture purchase
agreement (the "Debenture Purchase Agreement").

7. Now shown to me and attached hereto as Exhibit “A” is a copy of the Debenture
Purchase Agreement without exhibits.

8. Under the Debenture Purchase Agreement, Deans Knight, acting as portfolio manager
on behalf of the Investors, agreed to purchase secured convertible debentures of the Parent in
the aggregate principal amount CAD$10 million {the “Debentures”).

9. Pursuant to a collateral agency agreement dated December 12, 2014, among the
Parent, Deans Knight, and the Investors, Deans Knight was appointed as collateral agent for
and on behalf of the Investors (in such capacity, the "Collateral Agent”).

10. Pursuant to the terms of the Debentures, the Debtor, A12345 Holdings Inc. (now known
as Shoes.com Holdings (USA) Inc., referred to herein as "US Holdco"), Gerler and Son Inc.,
(now known as Onlineshoes.com Inc., referred to herein as "Gerler”), and Shoes.com,
Inc.("Shoes.com", collectively with US Holdco and Gerler, the “US: Guarantors”, and
collectively with US Holdco, Gerler and the Debtor, the “Guarantors’) among others,
guaranteed the payment and performance of the Parent's present and future debts, liabilities,
and obligations to the Investors under or in connection with each Debenture.

11. Now shown to me and attached hereto as Exhibits “B-1", “B-2” and “B-3” are the
Debentures.

12. The principal terms of the Debenture Purchase Agreerhent and the Debentures are as
follows:

(a) The aggregate principal amount of the purchase price was $10 million;

(b) interest accrues on unpaid principal (i) at a rate of 10% per annum;, (ii) while an
event of default exists at a rate of 15% per annum (as applicable, the “Interest
Rate");

(c) Unless accelerated by the Collateral Agent, the principal amount and interest
owing is due on June 30, 2017 (the "Maturity Date");

(d) Each of the Guarantors unconditionally, jointly and severally, guaranteed the
obligations of the Parent; and

(e) The Debentures are made and to be construed in accordance with the laws of
the Province of British Columbia and each Guarantor irrevocably and
unconditionally submits for itself and its property to the jurisdiction of the Courts
of the Province of British Columbia in any action or proceeding arising out of or
relating to the Debentures and waives any objection to such venue.
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13. Also on or about December 12, 2014, to secure the Debtor's obligations to the Collateral
Agent, the Debtor also signed a general security agreement granting the Collateral Agent a
security interest in all its present and after-acquired property {the “GSA").

14, Now shown to me and attached hereto as Exhibit “C” is the GSA.

15. The Parent and the US Guarantors also executed security agreements and other
security to secure the payment of amounts due under the Debentures {collectively with the
GSA, the "Security”).

18. Pursuant to the Debentures, as of February 2, 2017, the Parent was indebted to the
Collateral Agent, guaranteed by the Debtor, in the amount of $10,098,630.14, plus interest and
costs of enforcement, which interest continues to accrue (the "Indebtedness"). '

17. The Indebtedness has not been repaid.
Brown Shoe Intercreditor Agreement

18. Brown Shoe Investment Company ("Brown Shoe") is a creditor of the Debtor pursuant
to a Secured Convertible Note dated December 12, 2014, in the aggregate principal sum of
US$7.5 million issued by the US Holdco, in respect of which the Debtor is a guarantor.

19. On December 12, 2014, the Collateral Agent, Brown Shoe, the Parent, the Debtor, the
U.S. Holdco, Gerler and Shoes.com entered into a Subordination, Postponement and Standstill
Agreement (the "Brown Shoe Intercreditor Agreement") which provided for, among other
things, the subordination of Brown Shoe's security to the Collateral Agent.

20. As a result of the Brown Shoe Intercreditor Agreement, the Collateral Agent has a senior
ranking charge over all of the Debtor's present and after-acquired property senior in interest to
Brown Shoe.

21, Now shown to me and attached hereto as Exhibit “D” is a copy of the Brown Shoe
Intercreditor Agreement,

Wells Fargo

22, On or about March 31, 2015, Wells Fargo Bank, National Association ("Wells Fargo"),
Gérier, Shoes.com, US Holdco and the Parent entered into a credit and security agreement
providing for a credit facility to Gerler and Shoes.com, guaranteed by US Holdco and the
Parent, in the principal amount of US$10 million (the "Wells Fargo Credit Agreement").

23. Today, Jeffrey Mason, chief financial officer and director of the Debtor, told me that, as
at January 30, 2017, the indebtedness under the Wells Fargo Credit Agreement was
approximately US$3.8 million.

24. In conjunction with the Wells. Fargo Credit Agreement, on or about March 31, 2015,
Wells Fargo, US Holdco, Gerler, Shoes.com, the Parent and the Collateral Agent entered into a
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Subordination, Postponement and Standstill Agreement (the "Wells Fargo Intercreditor
Agreement”) which provides, among other things:

(a) for the subordination of the Collateral Agent's security interests in certain property of the
Parent, the US Holdco and the US Guarantors to Wells Fargo;

(b) that, subject to certain conditions, the Collateral Agent requires the consent of Wells
Fargo to any enforcement actions in respect of the Parent; and

" (c) that Wells Fargo would provide any notice of default under the Wells Fargo Credit
Agreement. '

Default under the Debentures and Security

25, On January 27, 2017, on a telephone call with Jeffrey Mason, Jeffrey Mason informed
me that the Parent and the Guarantors had ceased operations.

26. Also on or about January 27, 2017, the Parent issued a press release announcing it
would be shutting down operations as at that date, taking the Debtor's e-commerce properties
offline and closing its two brick-and-mortar stores (the "Press Release").

27. Now shown to me and marked as Exhibit "E" is a copy of the Press Release.

28. A failure to maintain its business operations constitutes an event of default under the
debentures issued under the Debenture Purchase Agreement.

29 As a result of the cessation of operations, the Parent, the Debtor and all the Guarantors
are in default pursuant to the Debentures and the Security.

Wells Fargo Demand

30. On January 31, 2017, | received a Notice pursuant to the Wells Fargo Intercreditor
Agreement from Kevin Freer of Wells Fargo stating that Wells Fargo had made demand on
Gerler and Shoes.com and accelerated all amounts owing under the Wells Fargo Credit
Agreement (the "Default Notice"). The Default Notice attached a Notice of Events of Default,
Acceleration and Termination of Commitment addressed to Gerler and Shoes.com.

31 Now shown to me and attached as Exhibit "F" is a copy of the Default Notice.

32. | am informed by counsel to the Collateral Agent that counsel for Wells Fargo has
advised that they intend to commence receivership proceedings in the United States in respect
of Gerler and Shoes.com this week.

33. Based in part on the ongoing discussion among counsel for Wells Fargo and counsel for
the Collateral Agent, | expect that Wells Fargo will be paid in full out of the assets of Gerler and
Shoes.com disposed of in receivership in the United States.
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34. | am further informed by counsel to the Collateral Agent that counsel for Wells Fargo has
advised that Wells Fargo will not currently consent to the commencement of receivership
proceedings in Canada in respect of the Parent.

35. Based in part on the ongoing discussion among counsel for Wells Fargo and counsel for
the Collateral Agent, | believe that any receiver appointed in the United States will work
cooperatively with any receiver appointed by this Court.

Demand by Collateral Agent

36. On February 1, 2017, the Collateral Agent issued a demand letter and a Notice of
Intention to Enforce Security to the Debtor for the payment of the entire Indebtedness.

3r. Also bn_ February 1, 2017, the Debtor executed a waiver of the ten-day notice period and
a consent to enforcement of security by the Collateral Agent.

38. The Collateral Agent intends to take enforcement action in respect of the Parent, as
holder of intellectual property and domain names used in the businesses of the Guarantors,
either (a) after Wells Fargo has been paid in full from the receivership proceedings in the United
States or (b) with Wells Fargo’s consent prior to that date.

39. As of the date hereof, the Collateral Agent is restricted from taking such enforcement
action due to the Wells Fargo Intercreditor Agreement.

Urgency, Need for Receiver, and Funding of Receivership

40. | believe it is urgently necessary to appoint a receiver to preserve and ensure orderly
liquidation of the Collateral Agent's collateral.

41, The Debtor and its affiliates have ceased operations and are not generating any
additional cash or receivables.

42. The Debtor has limited cash and is incurring expenses, including employment expenses.

43. Today, Jeffrey Mason told me that all the directors of the Debtor have resigned and the
directors of the parent will likely soon resign, requiring the companies’ secured creditors take
proactive steps to preserve value as soon as possible.

44, Given information provided to me by Todd Martin of Alvarez & Marsal Inc. ("A&M") in
respect of the value of inventory and other assets of the Debtor and the Parent, | do not believe
that any creditor junior in interest to the Collateral Agent will receive a distribution from the
receivership of the Debtor.

45.  A&M was previously engaged by the Parent and the Debtor as an advisor to assist in
considering and assessing alternative restructuring strategies.

48, Further, | expect that the Collateral Agent and the Investors will not recover in full on the
Indebtedness and will suffer a shortfall.
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47. | have been informed by Todd Martin of A&M that A&M has consented to act as receiver
in this matter (in such capacity, the "Receiver’),

48. Financial information on the Debtor provided to me by the Debtor and A&M shows that,
depending on the timing of asset sale(s), borrowings are likely required by the Receiver to effect
an orderly liquidation of the Debtor’s assets.

49, Deans Knight, on behalf of certain of its clients, is willing to provide funding of up to
$500,000 to the Receiver only on a super-priority basis secured by a Court-ordered charge.

50Q. Today, | was informed by Jeffrey Mason that the Debtor has consented to A&M acting as
Receiver should that occur.

51. | also believe that it is necessary for the Receiver to have the power to assign the Debtor
into bankruptcy to fully administer the Debtor’s estate, including certain priority payables owed
by the Debtor.

SWORN (OR AFFIRMED) BEFORE ME at
Vancouver, BC, on 02/02/2017.
DENTONS CANADA LLP
Barristers & Solivitors
20th Floor, 250 Howe atrect
Vancouver, B.C. V6C 2RE
Telephone (604) 6874460

-
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A Commissioner for taking Afﬁ%évits within e Z ——
British Columbia DILLON CAMERON
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This is EXHIBIT “A” referred to in the Affidavit of
DILLON CAMERON sworn before me at Vancouver
this ¢ day February, 2017.

//J
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THIS DEBENTURE PURCHASE AGREEMENT made as of the 12" day of December, 2014

AMONG: 1006903 B.C, LTD,, a corporation governed by the Business Corporations Act
(British Columbia) (the “Issuer™)

AND: "+ DEANS KNIGHT CAPITAL MANAGEMENT LTD., a corporation
poverned by the Canada Business Corporations Act (the “Arranger”) in its
capacity as portfolio manager on behalf of the investors (the “Investors™) set
forth on Schedule A

WHEREAS in order fo provide the Issuer with funds for the purposes of assisting in financing the
acquisition by A12345 of all of the issued and outstanding shares of Shoes.com, Inc., a Delaware
corporation (“Shoes.com”) and its business, the Atranger, acting as portfolio manager on behalf of the
Investors, has committed to purchase secured convertible debentures {(each a “Debenture” and collectively,
the “Debentures”) of the Issuer in the form attached hereto as Exhibit 2.1 in the aggregate principal amount
of ten nillion Dollars ($10,000,000) and secured by the Security (defined below) on the present and after
acquired properties of the Issuer and its Subsidiaries (defined below) as provided for in the Seculity
Agreements (defined below) on the terms and subject to the conditions set forth herein in the amounts in
respect of each Investor a§ set forth in Schedule A;

AND WHEREAS the Debentures are convertible into fully paid Common Shares of the Issuer at any time
before the Expiration Tiine (as defined in each of the Debentures) at the Conversion Price (defined below)
per share, subject to adjustment as provided for in the Debentures;

AND WHEREAS the Issuer and the Arranger are executing and delivering this Agreement and the
Debentures are being delivered to the Investors in reliance upon the exeinption from the prospectus and
registration requirements of Applicable Securities Laws (defined below) provided under NI 45-106 and NI
31-103 of the British Columbia Securities Comnission; and

NOW THEREFORE, in consideration of the foregoing, and the representations, warranties, covenants
and conditions set out below, the Parties, intending to be legally bound, hereby agree as follows.

ARTICLE 1
INTERPRETATION
1.1 Definitions
{(a) “A12345” means A 12345 Holdings, Inc., a Washington, T_JSA corporation;
{b) “Acquisition Agrecment” means the stock purchase agreement dated the date hereof

among the Seller, as seller, A12345, as purchaser, and the Issuer in respect of the
purchase and sale of all of the issued and outstanding shares of capital stock of
Shoes.ecom;

{(c) “Affiliate” means, with respect to any Person, another Person that directly, or
indirectly through one or more intermediaries, Controls or is Controlled by or is under
common Caontro] with the Person specitied, :

(d) “Agreement” means this Debenture Purchase Agreement and the Exhibits and
Schedules hereto or thereto, as the same may be amended, modified or restated, and in
effect at any time;
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“Applicable Laws” means, with respect to any Person, property, transaction or event,
any present ot future; (1) domestic or foreign statute, law (including cominon and civil
law), treaty, code, ordinance, convention, rule, regulation, restriction or by-law (zoning
or otherwise); (ii) judgment, order, writ, injunction, decision, direction, determination,
ruling, decree or award; (iil) regulatory policy, practice, ruling, interpretation,
guideline or directive; or (iv) any otder, permit, approval, grant, license, consent, right,
franchise, privilege, certificate exemption, waiver, registration or other authorization,
binding on or affecting the Pcrson, property, transaction or event referred to in the
context in which the term is used in each case whether or not having the force of law;

“Applicable Securities Laws” means all Applicable Laws of any Governmental
Authority relating to the distribution, issue, transfer, trading or purchase and sale in or
of securities, including the rules and regulations of any stock exchange on which the
securities of the Issuer are listed for trading or to which the Issuer has made an
application (which has not been withdrawn) for the listing of any of its securities;

“Arranger” has the meaning set out in the parties to this Agreement,

“Arranger Indemnified Party” and “Arranger Indemnified Parties” have the
meanings set out in Section 7.1;

“Bank Debt” means Financial Indebtedness of Gerler at any time (a) in the aggregate
principal amount of up to five million US Dollars (US$5,000,000) under the Amended
and Restated Credit Agreement dated as of April 1, 2014 between U.S. Bank National
Association and Gerler; or (b) in the aggregate principal amount of up to seven million
and five hundred thousand US Dollars (US$7,500,000) under a credit agreeinent to be
entered into by Wells Fargo Bank, National Association and Gerler;

“Bank Intercrediior Agrecement” means as the contex! requires, the U.S. Bank
Intercreditor Agreements or the Wells Fargo Intercreditor Agrecment;

“BDC Loan” means Financial Indebtedness of SHOEMe in the aggregate principal
amount of one hundred twenty-five thousand Dollars ($125,000) to the Business
Development Bank of Canada under a letter of offer dated October 5, 2012;

“Board” means the board of directors of the Issuer or its Subsidiaries, as the context
may require;

“Board Observer Agreement” means the Board Observer Agreement in the form of

Exhibit 6.4;

“Brown Shoe Intercreditor Agreement” means the Subordination, Postponement
and Standstill Agreement among the Arranger, the Seller, the Issuer and each of the
Subsidiaries (except for Gerler), dated the date hereof, in the form of Exhibit

2.2(a)(iD)(B);

“Business” ineans the business of the Issuer and its Subsidiaries, being the sale and

distribution of footwear to retail customers through the facilities of the Internet;

“Business Day” means a day (other than a Saturday, Sunday or statutory holiday) on
which banks are generally open for business in the City of Vancouver, British
Columbia;
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“Canadian GAAP” means generally accepted accounting principles as may be
described in the Canadian Institute of Chartered Accountants Handbook, including the
Canadian Accounting Standards for Private Enterprises to the extent applicable, and
other principal sources recognized from time to time by the Canadian Institute of
Chartered Accountants;

“Closing” means completion of the issuance of the Debentures in accordance with the
terms hereof,

“Closing Date” means the date of Closing;
“Collateral” has the meaning given thereto in the Security Agreements;

“Collateral Agency Agreement” means the Collateral Agency Agreement in the form

‘of Exhibit 2.2(a)(ii)(A);

“Collateral Agent” has the meaning ascribed thereto in the Collateral Agency
Agreement;

“Commitment Fee” has the meaning set forth in Section 2.3;

“Common Shares” means the shares of common stock in the capital of the Issuer as
the same are eonstituted on the date of this Agreement;

“Contract” means any contract, agreement, license, franchise, lease, arrangement,
commitment, understanding or other right or obligation (written or oral);

“Control” means the possession, directly or indirectly, of the power to direct or cause
the direction of the management or policies of a Person, whether through the ability to
exercise voting power, by contract or otherwise and “Controlling” and “Controlled”
have meanings correlative thereto;

“Conversion Priee” has the meaning provided for in each of the Debentures;
“Debenture” has the meaning set out in {he recitals;

“Debenture Guarantee” means the guarantee of each Debenture by the Guarantors
pursuant to Article 10 of each Debenture;

“Defanit” has the meaning provided for in each Debenture;

“deliver” or any derivative thereof means, actual delivery to the other Party or its
professional advisors;

“Demand Note” means the demand promissory note dated as of the date hereof issued
by A 12345 to the Issuer in the aggregate principal aiount of four million US Dollars
(UUS5$4,000,000);

“Diselosure Statement” means the Disclosure Stateiment attached hereto as Schedule
4
“Encumbrance” includes any assignment, mortgage, charge, pledge, lien, hypothec,
encumbrance, security interest of insurance securing or in effect securing any
obligation, conditional sale or title retention agreement, contractual deposit, trust
deposit, escrow arrangement or other preferential arrangement whatsoever, howsoever
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created or arising, whether absolute or contingent, fixed or floaling, legal or equitable,
perfected or not, and includes the rights of a lessor pursuant to an operating lease,
capitalized lease or sale leaseback arrangement, any right of set-off and any guarantees
ot indemnities;

“Environment” means soil, surface waters, groundwater, land, stream sediments,
surface or subsuiface strata and ambient air;

“Environmental Laws” means all Applicable Laws that address, are related to, or are
otherwise concerned with, the protection of the Environinent, health or safety issues
(including occupational safety and health);

“Equity Interests” of any Person means (i) any and all shares or other equity interests
(including cominon shares, preferred sharves, partncrship interests, trust interests,
limited liability company interests and limited liability partnership interests) in such
Person and (ii) all rights to purchase, warrants or options, including securities
convertible into or cxchangeable for, participations or other equivalents of or interests
in (however designated) such shares or other interests in such Person (whether or not
currently exercisable, exchangeable or convertible);

“Existing Subsidiary” means each of SHOEme, A12345 and Gerler;

“Financial Indebtedness” of any Person at any date means, without duplication, all
Indebtedness of such Person: (1) for borrowed money (whether or not the recourse of
the lender is to the whole of the assets of such Person or only to a portion thereof); (ii)
evidenced by bonds, debentures, Debentures or other similar nstruments; (iii) in
respect of financial letters of credit or other similar instrutents (ot reimbursement
obligations with respect thereto); (iv) to pay the deferred and unpaid purchase price of
property or services; (v) in respect of leases of such Person that are required to be
shown as a liability on the financial statements of such Person prepared in accordance
with GAAP; (vi) secured by an Encumbrance on any property of such Person, whether
or not such Indebtedness is assumed by such Person or the recourse of the holder of
such Indebtedness is limited to such property; (vii) under conditional sale or other title
retention agreements relating to assets purchased by such Person; (viii) in respect of
redemption obligations with respect to any shares of any other Person which are (I}
redecmable, retractable, payable or required to be purchased or otherwise retired or
extinguished, or convertible into debt of such Person (A) at a fixed or determinable
date, (B) at the option of any holder thereof, or (C) upon the occurrence of a condition
not solely within the control and discretion of such Person; or (II) convertible into any
other shares described in (I) above; (ix) to the extent not otherwise included in this
definition, Hedging Obligations of such Person; and (x) all Guarantees of Indebtedness
ol the type referred to in any of the foregoing sub-clauses (i) to (ix) of another Person,
Notwithstanding the foregoing, the following shall not be considered Financial
Indebtedness: (i) earn-outs or similar profit sharing arrangements provided for in

acquisition agreements which are determined on the basis of [uture operating carnings

or other similar performance criteria (which are not determinable at the time of
acquisition) of the acquired assets or entities; and (ii) accrucd expenses, trade payables,
custamer deposils or deferred income taxes arising in the ordinary course of business
of such Person. Any Indebtedness which is incurred at a discount to the principal
amount at maturity thereof shali be deeined to have been incurred at the full principal
amount at maturity thereof, For all purposes hereof, the Financial Indebtedness of any
Person shall include the Financial Indebtedness of any partnership ot joint venturc
(other than a joint venture that is itself a corporation or limited liability company) in
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which such Person is a general partner or a joint venturer, unless such Indebtedness is
expressly non-recourse to such Person;

“Financial Statements” has the meaning set out in Section 4,16;

“first currency” has the meaning set out in Section 8.13;

“GAAP” means Canadian GAAP and/or US GAAP, as the context requires;
“Gerler” means Gerler and Son, Inﬁ., a Washington, USA corporation;
“Gerler Financial Statements™ has the meaning set out in Section 4.16(a);

“Governmenial Authority” means any (i) multinational, federal, provincial,
territorial, state, regional, municipal, local or other government or any governmental
ot public department, (ii) court, tribunal, arbitral body, statutory body, commission,
board, bureau or agency, (iii} self-regulatory organization or authority including any
stock exchange on which any securities of the Issuer are listed, (iv) subdivision, agent,
commission, board or authority of any of the foregoing, or (v) quasi-governmental or
private body cxercising any regulatory, expropriation or taxing authority under or for
the account of any of the foregoing and includes a Securities Regulatory Authority;

“Guarantee” means, as to any Person, any obligation, contingent or otherwise, of such
Person guarantecing or having the cconomic effect of guaranteeing any Indebtedness
payable of performable by another Person (the “primary obligor”} in any manner,
whether directly or indirectly, and including any obligation of such Person, direct or
indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment
of) such Indebtedness, (ii) to purchase or lease property, securities or services for the
purpose of assuring the obligee in respect of such Indebtedness of the payment or
performance of such Indebtedness, (iti) to mainiain working capital, equity capital or
any other financial statement condition or liquidity or level of income or cash flow of
the primary obligor so as to enable the primary obligor to pay such Indebtedness, or
(iv) enlered into for the purpose of assuring in any other manner the obligee in respect
of such Indebtedness of the payment or performance thereof or to protect such obligee
against loss in respect thereof (in whole or in part). The amount of any Guarantee shall
be deemed to be an amount equal to the stated or determinable amount of the related
primary obligation, or portion thereof, in respect of which such Guarantee is made or,
if not stated or determinable, the maximuin reasonably anticipated liability in respect
thereof as determined by the guaranteeing Person in good faith. The term “Guarantee™
as a verb has a corresponding meaning;

“CGuarantor” means each of SHOEme, A12345, Gerler and Shoes.com;

“Hazardous Substanees” means any pollutant, contaminant, waste of any nature,
hazardous substance, hazardous material, toxic substance, dangerous substance,
dangerous good or other substance that is prohibited, listed, defined, designated or
classified as dangerous, hazardous, radioactive, explosive or toxic or a pollutant or a
contaminant under or pursuant to any applicable Environmental Laws, and specifically
including petroleum and all derivatives thereof or synthetic substitutes therefore and
asbestos or ashestos-containing materials or any substance which is deemed under
Environmental Laws to be deleterious to natural resources or worker or public health
and safety;
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“Hedging Obligations™ of any Person means the obligations of such Person pursuant
to (i) any interest rate swap agreement, interest rate collar agreement or other similar
agreement or arrangement designed to protect such Person against {luctuations in
interest rates; (ii) agreements or arrangements designed to proteet such Person against
fluetuations in foreign currency exchange rates in the conduct of its operations; or (iii)
any forward contract, commodity swap agreement, commodity option agreement or
other similar agreement or arrangement designed to protect such Person against
fluctuations in cominodity prices, in each case entered into in the ordinary course of
business for bona fide hedging purposes and not for the purpose of speculation;

“Indebtedness” mmeans all present and future obligations, indebtedncss, liabilities,
covenants, agreements and undertakings of a Person howsoever arising, whether direct
or indirect, absolute or condingent, matured or not, extended or renewed, wheresoever
and howsoever incurred, including all future advances and re-advances, and whether
the same is from time to time reduced and thereafter increased or entirely extinguished
and thereafter incurred again and whether such Person be bound alone or with others
and whether as principal or surety, including all inferest, fees, expenses, indemnities
and costs;

“Indemnified Party” has the meaning set out in Section 7.2(a};
“Indemnifying Party™ has the meaning set out in Section 7.2(a)(i);

“Initial Public Offering” means the issue of Common Shares in connection with the
Issuer becoming a “repotting issuer” under Applicable Securities Laws and the listing
of the Commeot Shares on a stock exchange or a Merger Transaction where the
resulting entity is a “reporting issuer” under Applicable Securitics Laws;

“Intercompany Notes” means Financial Indebtedness of A12345 (i) in the aggregate
principal amount of ten million US Dotlars (1J$$10,000,000) under a secured
promtissory note dated July 7, 2014 issued by A12345 to the Issuer, as subsequently
assigned to and assumed by SHOEme, as payee, pursuant to an Assignment and
Assumption Agreemnent dated November 26, 2014 among the Issuer, SHOEme and
Al2345; (ii) in the aggregate principal amount of two million US Dollars
(US$2,000,000) under a promissory note dated the date hereof issued by A12345 to
the Issuer; and (iii) under the Demand Note, each as subordinated pursuant to the
Brown Shoe Intercreditor Agreement;

“Intercreditor Agreements” means the Bank Intercreditor Agreement and the Brown
Shoe Intercreditor Agreement;

“Internal Cantrals™ has the meaning set out in Section 4.17(a};
“Investors” has the meaning set out in the parties to this Agreement;

“Tgsuer” means 1006903 B.C. Ltd., a British Columbia company, and its permitted
successors and assigns;

“Judgment Conversion Rate” has the meaning set out in Section 8.13;
“Lease or License Documents™ has the meaning set out in Section 4.21(c);

“Leased or Licensed Properties” has the meaning set out in Section 4.21(c);
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“Losses” has the meaning set out in Section 7.1(a),
“material” has the meaning set out in Section 4.11(a);

“Material Adverse Change” means any event, occurrence, development after the date
hereof or state of occurrence or state of circumstances or facts that exists at any time
on or after the date hereof that has or had or would reasonably be expected to have a
Material Adverse Effect;

“Material Adverse Effect” means any event, occurrence, development or state of
occutrence or state of circumstances or facts that has or had or would reasonably be
expected to have an effect that, individually or when taken together with all other
events, occurrences, developments or states of occurrence or states of circumstances
or fact is reasonably ot would reasonably be expected to be: (i) material and adverse
to the business, condition (financial or otherwise), results of operations or assets or
liabilities (actual or contingent) of the Issuer and its Suhsidiaries considered as a
whole; (ii) a material impairment of the ability of the Issuer or any of its Subsidiaries
to perform its obligations under any Transaction Document to which it is a party; (iii)
a material adverse effect upon the legality, validity, binding effect or enforceability
against the Issuer or any of its Subsidiaries of any Transaction Document to which it
is a party; (iv) a material adverse effect on the rights or remedies of an Investor in
respect of a Debenture or of the Arranger under this Agreement or in respect of the
Sccurity Agreements; or (v) a material adverse effect on the value of the Collateral or
the ability of the Arranger to exercise its reinedics at the times and in the manner
contemplated by the Security Agreements; provided, however, that the term Material
Adverse Effeet shall exclude any effect described in sub-clause (i) above resulting from
or arising in connection with: (A) any change in GAAP; (B) any change in the global,
national or regional conditions (including the outbreak of war or acts of terrorism) or
in the national or global financial or capital markets, (C) any change in the business in
which the Tssuer and its Subsidiaries operate, provided that for the purposes of (B) and
(C) such effect does not primarily relate to (or have the effect primarily relating to) the
Issuer and its Subsidiaries or disproportionately adversely affects the Issuer and its
Subsidiaries comparcd to other entities operating in the business in which the Issuer
operates, or (D) the Board Observer Agreement;

“Material Contracts™ has the meaning set out in Section 4.11(a);

“Merger Transaciion” means any transaction of merger, amalgamation,
consolidation, winding-up, plan of arrangement, reorganization or reconstruction with
any Person or any transaction by way of transfer, liquidation, sale, lease, disposition or
otherwise whereby all or substantially all of the Issuer's or any Subsidiary of the
Issuer’s undertaking, property or assets would become the property of any other
Person, other than by or between whoily-owned Subsidiaries of the Issuer or the Issuer
and such Subsidiaries, other than in connection with, but not after the completion of,
an Initial Public Offering;

“NMost Recent Financial Statements” has the meaning set out in Section 4.16(h);

“Most Recent Gerler Financial Statements” has the meaning set out in Section
4.16(a);

“NMost Recent SHOEme Financial Statements” has the meaning set out in Section
4.16(b);
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“QOrder” means any order, judgment, ruling, injunction, assessment, award, decree,
dircctive or writ of any Governmental Authority;

“ordinary course of busincss” or *ordinary course” when used in relation to the
taking of any action by any Person means that the action is consistent in its nature,
scope and magnitude with the past practices of such Person and is taken in the ordinary
course of the day to day operations of the business of such Person;

“QOrganizational Documents” has the meaning set out in Section 4.1;
“Qutside Date” means December 15, 2014,
“Parties” means the parties hereto and “Parly” means any one of them,;

“Permit” means any license, permit, authorization, certificate of authority,
qualification or similar docuinent or authority that has been issued or granted by any
Governmental Authority;

“Permitted Encumbrances” means:

(1) Security Interests, upon or in any property acquired by the Issuer after the date
hereof in the ordinary course of business, created at the time of such purchase
or within sixty (60) calendar days thereafter to secure the purchase price of
such property or to secure Financial Indebtedness incurred solely for the
purpose of {inancing the acquisition of such property and Security Interests
existing on such property at the time of its acquisition (othcr than any such
Security Intcrest created in contemplation of such acquisition), provided that
no such Security Interest shall extend to any property of the Issuer other than
the property so acquired;

(ii) Encumbrances of the type referred to in Schedule B;

(iii)  Encumbrances existing at the dale hercof and securing each of the Bank Debt
with 17.S, Bank National Assoclation, the BDC Loan, the Vendor Take Back
Loan, the Intercompany Notes and the Subordinated Debt; and

(iv)  Encumbrances securing the Bank Debt with Wells Fargo Bank, National
Association;

“Permitted Financial Indebtedness” means any of the following:

(i) Financial Indebtedness incurred under each of the Bank Debt, the BDC Loan,
the Vendor Take Back Loan, the Intercompany Notes and the Subordinated
Debt;

(ii) Financial Indebtedness represented by the Debentures; and

(iify  trade payables and accrued liabilities of the Issuer and its Subsidiaries incutred
in the ordinary course of business of the Issuer and its Subsidiaries;

“Person” means any individual, firm, partnership, company, corporation or other body
corporate, government, governmental body, agency, instrumentality, unincorporated
body ot association and the heirs, executors, administrators or other legal
representatives of an individual;
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“Plans” has the meaning set out in Section 4.25(a};

“Proceeding” means any action, suit, proceeding, claim, arbitration, mediation or
civil, criminal or administrative investigation or examination before any Governmental
Authority or before any arbitrator or mediator or similar party, or any investigation or
review by any Governmental Authority or similar party;

“Proprietary Assets” means, with respeet to any Person, all rights of such Person in
and to (i) patents, patent applications and patent disclosures, together with all
reissuances, divisions, continuations, renewals, continuations-in-part, revisions,
extensions and reexaminations thereof} (ii} trademarks, service marks, trade dress,
logos, trade names and corporate names, together with all translations, adaptations,
derivations and combinations thereof and including all goodwill associated therewith,
and all applications, registrations and renewals in connection therewith; (iii)
copyrightable works, copyrights and all applications, registrations and renewals in
eomnection therewith; (iv) afl inventions (whether patentable or not), invention
disclosures, trade secrets and confidential business information (including ideas,
research and development, know-how, formulas, compositions, manufactutring and
production processes and techniques, technical data, designs, drawings, specifications,
eustomer and supplier lists, pricing and cost information and business and marketing
plans and proposals); {v) computer software (including all source code, object code,
data and related documentation); (vi) internet addresses, domain names, websites and
web pages; (vii) all income, royalties, damages and payments now and hereafter due
and/or payable with respect to any of the foregoing, including damages and paysnents
for past or future infringements or misappropriations thereof; (viii) all rights to sue for
past, present and futore infringements or misappropriations of any of the foregoing;
and (ix) any right to use or exploit any of the foregoing;

“gecond currency” has the meaning set out in Section 8,13;
Y E
“Securities” has the meaning set out in Section 4,5(a);

“Seeurities Regulaiory Authorities” means the securities commissions or similar
regulatory authorities in each of the provinces and ferritories of Canada and any other
applicable jurisdiction; :

“Security” means the security interests provided or intended to be provided in the
Security Agreements;

“Security Agreements” means the: (i) General Security Agreement of the Issuer (the
“Issuer GSA™); (ii) General Security Agreement of SHOEme; (iii) Security
Agreement of A12345; (iv) Security Agreement of Gerler; (v) Intellectual Property
Seeurily Agreement of Gerler; (vi) Trademark Security Agreement of Gerler; (vii)
Security Agreement of Shoes.com; (viii) Intellectual Property Seeurity Agreement of
Shoes.com; and (ix} Control Agreement of Shoes.com, each in substantially the
respective forms set out in Exhibit 2. 2(b)(ii);

“Security Interest” means any assigninent, mortgage, charge, pledge, lien, hypothec,
encumbrance, security interest or insurance securing or in effect securing any
obligation, conditional sale or title retenlion agreement, contractual deposit, frust
deposit, escrow arrangement or other preferential arrangement whatsoever, howsoever
created or arising, whether absolute or contingent, fixed or floating, legal or equitable,
perfected or not, and includes the rights of a lessor pursuant to an operating lease,
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capitalized lease or sale-leaseback arrangement, any right of set-off and any guarantees
or indemmnities;

“Seller” means Brown Shoe Investment Company, Inc.;
“Shares” has the meaning set out in Section 4.5(a);

“SHOEme” means SHOEme Technologies Limited, a corporation governed by the
Canada Business Corporations Act;

“SHOEme Financial Statements™ has the meaning set out in Section 4.16(b);
“Shoes,com” has the meaning set out in the recitals;

“Solvent” shall mean, with respect to a Person, that (i) such Person is able to mect its
obligations as they generally become due; (ii) such Person has not ceased paying its
current obligations in the ordinary course of business as they generally become due;
and (iii} the aggregate of such Person’s property is, at a fair valuation, sufficient and if
disposed of at a fairly conducted sale under legal process, would be sufficient to enable
payment of all such obligations, due and accruing due;

“Subordinated Debt” means Financial Indebtedness of Af2345 in the aggregate
principal amount of seven million and five hundred thousand US Dollars
(US$7,500,000) to the Seller under the convertible subordinated note dated the date
hereof bearing interest in accordance with the terms thereof and due on December 12,
2019, or such earlier date pursuant to the termns of such convertible subotdinated note,
and convertible into Common Shares at a conversion price of 17S$21.50 per Common
Share, subject to adjustment as provided for in such convertible subordinated note,
secured by the sccurity interests provided in a guarantee and security agreement dated
the date hereof among the Seller, the Issuer and each of the Subsidiaries, and which
Financial Indebtedness is or will be subordinated to the Bank Debt and the Debentures
pursuant to the Intercreditor Agreements;

“Subsidiary” or “subsidiary” means: (i) any corporation or company of which at least
a majority of the outstanding securities having by the terms thereof ordinary voting
power to clect a majority of the board of such corporation or company is at the time
directly, indirectly or beneficially owned or under the Control of the Issuer; (ii) any
partnership of which, at the time, the Issuer directly, indirectly ot beneficially owns or
Controls at least a majority of the voting interests (however designated) thereof, or
otherwise Controls such partnership; and (iii} any other Person of which at least a
majority of the voting interests (however designated) are at the time directly, indirectly
or beneficially owned or Controlled by the Issuer, and for greater certainty, includes
Shoes.com;

“Tax” or “Taxes” shall mean any federal, provincial, state, county, local, or foreign
tax, charge, fee, levy, impost, duty, or other assessment, including income, gross
receipts, excise, employment, sales, use, consumption, asset, transfer, recording,
license, payroll, franchise, severance, documentary, stamp, occupation, windfall
profits, environmental, highway use, commercial rent, customs duty, capital stock,
paid-up capital, profits, withholding, waste water discharge, social security, social
security contribution quotas, housing fund contribution quotas, retirement fund
contribution quotas, single business, unemployment, disabilily, real propetly, personal
property, registration, ad valorem, value added, alternative or add-on minimum,
workplace safety insurance board premiums, employment insurance premiums and
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deductions, pension plan deductions and contributions, employer health, goods and
services, estimated, or other tax or governmental fee of any kind whatsoever, imposed
or required to be withheld by any Governmental Authority, including any estimated
payments relating thereto;

(tttt) “Tax Act” means the fncome Tax Act (Canada),

(uuuu) “Tax Returns” means all rcports, forms, elections, designations, schedules,
statetnents, estimates, declarations of estimated tax, information statements and returns
required to be filed with a Governmental Authority with respect to any Tax;

{vvvv) “Technology” has the meaning set out in Section 4.10(e);
(wwww) “Term Sheet Date” means September 22, 2014;

(xxxx) “Transaction Doeuments” means this Agreement, the Debentures, the Collateral
Agency Agreement, the Brown Shoe Intercreditor Agreement, the Security
Agreements, the Board Observer Agreement and, only after execution thereof, the
Wells Fargo Intercreditor Agreement and the U.S. Bank Intercieditor Agrecments;

(yyyy) “Transaction Expenses” has thc meaning sct out in Section 8.6(a);

(zzzz) “U.8. Bank Intercreditor Agreements” means (a) the Subordination, Postponement
and Standstill Agreement ainong U.S, Bank National Association, the Arranger and
Gerler (as bortower), and (b) the Subordination, Postponement and Standstill
Agreement among U.S. Bank National Association, the Arranger, the Seller and Gerler
(as borrower), each to be entered into afier the Closing Date, in a form mutuaily
agreeable by the parties, each acting reasonably;

(anaaa) “US GAAP” mecans United States generally accepted accounting prineiples as
established under the standards of the Financial Accounting Standards Board; and

(bbbbb)  “Vendor Take Back Loan™” means Financial Indebtedness of A12345 in the aggcgate
principal amount of three million US Doliars (US5$3,000,000) to Danie] Gerler under
a secured convertible subordinated promissory note dated July 8, 2014; and

{cceee) “Wells Fargo Intercreditor Agreement” means the Subordination, Postponement,
Standstill and Intercreditor Agreement (o be cntered into after the Closing Date among
Wells Fargo Bank, National Association, the Arranger, the Seller and Gerler (as
borrower), in a form mutually agreeable by the parties, cach acting reasonably.

Other Terms

The definitions of terms herein shall apply equally to the singular and plural forms of the terms
defined. Whenever the context may require, any pronoun shall includc the corresponding
masculine, feminine and neuter forms. The words “include,” “includes” and “including™ shalt be
deemed to be followed by the phrase “without limitation.” The word “will” shall be construed to
have the same meaning and effect as the word “shall.” Unless the context requires otherwise, (i)
any definition of or reference to any agreement, instrument or other document shall be construed
as referring to such agreement, instrument or other document as from time to time amended,
supplemented or otherwise modified (subject to any resirictions on such amendments, supplements
or modifications set out herein or in any other Transaction Document) in accordance with the terms
hereof and thereof, (ii) any reference herein to any Person shall be construed to include such
Person’s successors and permitted assigns, (iii) the words “herein,” “hercof” and “hereunder,” and
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words of simnilar import, when used in any Transaction Document, shall be construed to refer to
such Transaction Document in its enlitety and not to any particular provision thereof, (iv) all
references in a Transaction Docuinent to Articles, Sections, Exhibits and Schedules shall be
construed to refer to Articles and Sections of, and Exhibits and Schedules to, this Agreement or the
other Transaction Document in which such references appear, (v) any reference to any Applicable
Laws shall include all statutory and regulatory provisions consolidating, amending, replacing or
interprcting such Applicable Laws and any reference to any Applicable Laws shall, unless
otherwise specified, refer to such Applicable Laws as amended, modified or supplemented from
tinie {o time, (vi) the words “asset” and “property” shall be construed to have the same meaning
and effect and to refer to any and all tangible and intangible assets and properties, including cash,
securities, accounts and contract rights, (vii) in the event that any day on or before which any action
is required to be taken hereunder is not a Business Day, then such action shall be required to be
taken on or before the requisite time on the next succecding day that is a Business Day and (viii)
any definition of ar reference to any apreement, instrument or other document shall be construed
as referring to such agreement, instruimnent or other docwnent as from time to time amended,
suppiemented or otherwise modified (subject to any resirictions on such amendments, supplements
or modifications set forth herein or in any other Transaction Document) in accordance with the
terins hereof and thereof. : )

Effectuation of Acquisition

All representations and warranties, covenants and obligations with respect to Shoes.com in this Agreement
and the other Transaction Documents shafl be deemed made, in each case, after giving effect to the
acquisition contenplated by the Acquisition Agreement to occur on the Closing Date, unless the context
requires otherwise,

1.4

Schedules and Exhibits

The following are the Schedules and Exhibits hereto:

Schedule A Namecs of Investors, eic.
Schedule B Permitted Encumbrances
Schedule 4 Disclosure Statement
Exhibit 2.1 Form of Debenture

Exhibijt 2.2{a)(i1}(A)  Form of Collateral Apency Agreement
Exhibit 2.2(a)(ii)(B)  Form of Brown Shoe Intercreditor Agreement

Exhibit 2.2(b)(ii) Form of Security Agreements
Exhibit 3.2(k) Form of Opinions of Issuer’s and Guarantors’ Counsel
Exhibit 5.4 Additional Representations and Warrantics of the Arranger
Exhibit 6.4 Form of Board Observer Agreement
ARTICLE 2
ISSUANCE AND SALE
21 Issuance and Sale of the Debentures

In reliance upon the representations, warranties and covenants of the Tssuer set out herein, and subject to
satisfaction of the relevant conditions set out in Sections 3.1, 3.2 and 3.3 hereof, the Issuer shall issue, setl
and deliver to the Investors (as represented by the Arranger as portfolio manager on behalf of the Investots)
and the Arranger (as poitfolio manager on behalf of the Investors) shall purchase from the Issuer, the
Debentures in the principal amounts set forth on Schedule A for proceeds equal to the principal amount of
each such Debenture, The Debentures will be issued to the Investors in the names set forth under
“Registration Instructions™ as set forth on Schedule A. The Debentures shall be in the form attached hercto

as Exhibit 2.1,
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22 Issue of the Debentures and Closing

Closing of the issuance of the Debentures shall take place on the Closing Date or at such other date as shall
be mutually agreed to by the Parties. On the Closing Date:

(a) the Arranger shall;

1) pay and deliver to the Issuer the principal amount of the Debentures to be
purchased by the Investors, less the pro rata portion to be withheld for
payment of the Commitment Fee payable to the Investors, as set forth in
Section 2.3, by wire transfer or other mutually acceptable means; and

(if) execute and deliver to the appropriate Persons:
(A)  the Collateral Agency Agreement; and
(B) the Brown Shoe Intercreditor Agreement; and
{b) the Issuer shall:

)] deliver to the Arranger (as portfolio manager on behalf of the Investors) the
Debentures, the Collateral Agency Agreement and the Issuer GSA; and

(ii) cause to be delivered to the Arranger (as portfolio manager on behalf of the
Tnvestors) the Security Agreements (other than the Issuer GSA) and the Brown
Shoe Intercreditor Agreement, in each case duly executed by the Issuer, its
Subsidiaries and the Seller, as applicable.

2.3 Commitment Fec

- As consideration for the agreement and commitinent of the Arranger (as portfolio manager on behalf of the

Investors) to purchase the Debentures, the Issuer shall pay to the Investors a fee ( a “Commitment Fee”)
at the time of the issuance of the Debentures, in the aggregate amount of one hundred thousand Dollars
($100,000), such amount to be deducted from the payment of the principal amount of the Debentures by
the Artanger as sel forth in Section 2.2 above and paid to the Arranger on behalf of the Investors.

ARTICLE 3
CONDITIONS TO CLOSING AND TO ISSUE OF DEBENTURLS

3.1 Conditions to Each Party’s Obligations

The respective obligation of each Parly to consummate the transactions described in this Agreement on the
Closing Date is subject to the satisfaction (or waiver by the respective Party), at or before the Closing Date
of the following conditions:

(a) No Restraining Order. No temporary restraining order, preliminary or permanent
injunction or other order or decree issued by any court of competent jurisdiction or
other legal restraint or prohibition which has the effect of preventing the consummation
of the transactions contemplated in this Agreement is in effect; and

(b) Approvals. All approvals and consents of or fifings with any Governmental Authority
or any other Person required in connection with the transactions contemplated by this
Agreement have been obtained or made, and are in full force and effect,
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3.2 Conditions to Obligations of the Arranger at the Closing Date

The obligations of the Atranger to consummate the transactions contemplated by this Agresment and to
purchase Debentures (as portfolio manager on behalf of the Investors) on the Closing Date are subject to
the satisfaction (or waiver by the Arranger on behalf of the Investors), at or before the Closing Date, of the
following conditions:

(a)

(b)

(©)

(d)

(e)

9]

(&)

(h)

Representations and Warranties Correct. The representations and warranties of the
Issuer set out in this Agreement are {rue and correct as of the Closing Datc with the
same effect as though mwade as of the date of this Agreement, except that the accuracy
of representations and warrantics that by their terms speak as of a specified date will
be determined as of such date;

Performance of Obligations. The Issuer has petformed or complied in all respects
with all agreements and covenants required to be performed or complied w1th by it
under this Agreement at or prior to the Closing Date;,

No Default. No event or circumstance shall exist that is a Default;

Indebtedness. None of the Tssuer nor any of its Existing Subsidiaries is in default
under any Conlract governing any Indebtedness;

Outstanding Indebtedness, None of the Issuer nor any of its Existing Subsidiaries
has any Indebtedness other than Permitted Financial Indebtedness,

Material Adverse Change. No Material Adverse Change has occurred since the Term
Sheet Date;

Compliance Certificate, The Arranger has received a certificatc dated as of the
Closing Date and signed by a duly authorized officer of the Issuer on behalf of the
Tssuer stating that the conditions specified in Sections 3.2(a) to 3.2(f) inclusive have
been satistied,

Officer’s Certificate. The Issuer has delivered to the Arranger:

(i) a certificate, executed by a duly authorized officer of the Issuer, dated as of the
Closing Date, certifying the authenticity and continued effectiveness of
attached copies of the Organizational Documents of the Issuer and resolutions
of its Board approving the transactions contemplated by each of the
Transaction Docurnents and authorizing the execution and delivery of each of
the Transaction Documents by the Issuer; and

(i1) certificates, executed by a duly authorized officer.of each Guarantor, dated as
of the Closing Date, certifying the authenticity and continued effectiveness of
attached copies of the Organizational Documents of such Guarantor and
resolutions of its Board approving such Guarantor’s Guarantee and authorizing
the execution and delivery of a Guarantee by such Guarantot;

Transaction Doeuments. Each of the Transaction Documents to be executed and
delivered by the Issuer, its Subsidiaries and the Seller, as the case may be, on the
Closing Date shall have becn executed and delivered by the Issuer, its Subsidiaries and
the Seller to the Arranger and the Investors, as the case may be;
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Security Filings. On the Closing Date, the Issuer and each of its Subsidiarics has
executed and delivered to the Arranger (on behalf of the Investors) copies of all filings
necessary or appropriate for the perfection of the Security the result of which the
Arranger, as collateral agent on behalf of the Investors, shall have first-ranking
Security over the property covered thereby, subject only to Permitted Encumbrances;

Opinions of Issuer’s and Guarantors’ Counsel. The Arranger shall have received
opinions of Michael, Evrensel & Pawar LLP, Sarah Sidhu and Cairncross &
Hempelmann LLP, independent legal counsel fo the Issuer and certain Guarantors,
respectively, addressed to the Arranger, in the form of Exhibit 3.2(k) or otherwise in
form and substance reasonably satisfactory to the Arranger;

Commitment Fee, The Comunitment Fee has been paid or provided for in a manner
satisfactory to the Arranger,

Wells Fargo Proposal. Getrler has received an exccuted proposal from Wells Fargo
Bank, National Association in respect of a credit facility of up to ten million US Dollars
(1I3$10,000,000);

Transaction Expenses. All Transaction Expenses incurred by the Arranger to the
Closing Date have been paid or provided for in a manner satisfactory to the Arranger;

Consents and Waivers. The Issuer has oblained all required consents, approvals,
authorizations, permits and waivers of third parties (including shareholders of the
Issuer) necessary as of the Closing Date for the Issuer to consummate and perform the
transactions contemplated in and by the Transaction Documents ; and

Other Documents and Undertakings, The Arranger shall have received from the
Issucr such other documents as it may reasonably request in respect of the transactions
contemplated by this Agresment.

3.3 Conditions to Obligations of the Issuer at the Closing Date

The obligation of the Issuer to consummate the transactions contemplated by this Agreement at the Closing
Date is subject to the satisfaction {or waiver by the Issuer), at or before the Closing Date, of the following

conditions:

{a)

(b)

(c)

Representations and Warranties Correet. The representations and warranties of the
Arranger set out in this Agreement shall be true and correct as of the Closing Date with
the same effect as though made as of the date of this Agreement, cxcept that the
accuracy of representations and warranties that by their terms speak as of a specified
date will be determined as of such date;

Performance of Obligations. The Arranger shall have performed or complied in all
respects with all agreements and covenants required to be performed or complied with
by it under this Agreement at or prior to the Closing Date; and

Payment, The Arranger shall have provided payment for the Debentures in the
aggregate principal amount of ten million Dolflars ($10,000,000) to be issued to the
Investors on the Closing Date in accordance with Section 2.2,
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3.4 Conditions of Closing

Each Party will use its coinmercially reasonable efforts to cause each of the conditions set out in the relevant
clauses of Sections 3.1, 3.2 and 3.3, as applicable, to be satisfied, Each Party will notify the other Party
immediately in the cvent that a Party becomes aware that any such condition has become or might
reasonably be expected to become incapable of being satisfied. Neither Party shall be entitled to claim that
any obligation under this Agreement need not be performed as a result of any condition set out in Sections
3.1, 3.2 or 3.3, as applicable, not being satisfied if the failure to satisfy such condition is as a result of any
action or failure to use commercially reasonable efforts by the Party seeking to rely on it,

3.5  Post-Closing Condition

(a) The Issuer will compiete on or prior to January 31, 2015 an issuance of Equity Inferests
for gross proceeds of at least five million Doltars ($5,000,000); and

{b) The Arranger shall execute and deliver to Gerler and U.S. Bank National Association
and the Issuer shall cause Gerler to execute and deliver to the Arranger and U.S, Bank
National Association the U.S. Bank Intercreditor Agrccments as soon as practicable
after Closing, and in any event by no later than December 23, 2014,

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE ISSUER

The Issuer hereby represents and warrants to the Arranger that, except as set out in a section of the
Disclosure Statement making specific reference to a specific Section of this Asticle 4, the statements
contained in the following subsections of this Article 4 are true and correct.

4.1 Organization and Qualification

The Tssuer and each of its Existing Subsidiaries is a corporation duly incorporated and validly existing
under the laws of its jurisdiction of incorporation and has the requisite corporate or other power and
authority to own its assets as now owned and to catry on the Business. The Issuer and each of its
Subsidiaries is duly registered or otherwise authorized to do business and is in good standing in each
jurisdiction in which the character of its properties, owned, leased, licensed or otherwise held, or the nature
of its activities makes such registration or authorization necessary, except where the failure to be so
registered, authorized or in good standing would not have a Material Adverse Effect and except as set forth
in Schedule 4.1 of the Disclosure Statement. Correct, current and complete copies of the articles of
incorporation, continuance or amalgamation and by-laws (or the equivalent organizational documents) (the
“Organizational Documents”), each as amended to date, of the Issuer and each of its Subsidiaries have
been made available to the Arranger.

4.2 Subsidiaries and Joint Venlures

The Issuer has no Equily Interest in any other Person and is not a partner of or joint venture with any other
Person other than the Subsidiaries of the Issuer set forth in the Disclosure Statement.

4.3 Authority Relative to this Agreement

The Issuer and each of its Subsidiaries has the requisite corporate power and authority to enter into the
Transaction Documents to which it is a patty and to perform its obligations hereunder and thereunder. The
execution and delivery of the Transaction Documents and the performance by the Issuer and each of its
Subsidiaries, as applicable, of the fransactions contemplated by the Transaction Documents to which it is a
party have been duly authorized by its respective Board, and no other corporate procecdings on the part of
the Issuer or any of its Subsidiaries or their respective shareholders are necessary to authorize the execution,
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delivery and performance by the Issuer of this Agreement or by the Issuer or any of its Subsidiaries of any
other Transaction Document or any agreement ancillary thereto and the consummation by it of the
transactions contemplated hercby and thereby. This Agreement has been duly executed and delivered by
the Issuer, and the other Transaction Documents executed at Closing will be, duly executed and delivered
by the Tssuer and each of its Subsidiaries, as applicable, and constitute legal, valid and binding obligations
of the Issuer and each of its Subsidiaries that is a party thereto enforceable against the Issuer and each of
its Subsidiaties that is a party thereto in accordance with their respective terms, subject to the qualification
that such enforceability may be limited by bankruptey, insolvency, reorganization or other laws of gencral
application relating to or affecting rights of creditors and that equitable remedies, including specific
performance, are discretionary and may not be ordered.

4.4 Reporting Status and Securities Laws Matters
The [ssuer is not a “reporting issuer” in any jurisdiction.
4.5 Authorization

(a) Issuer and Subsidiary Action. All corporate and legal action on the part of the Issuer
and each of its Subsidiaries by its directors and sharcholders necessary for the sale and
issuance of the Debentures by the Tssuer and the issue of any Comimon Shares issuable
upon conversion of the Debentures (“Shares™, and together with the Debentures, the
“Seeurities”) and the performance of the Issuer’s obligations hereundcr and
thereunder, has been duly taken.

(b) Valid Issuanee. The Securities, when issued against payment in compliance with the
provisions of this Agreement and delivered to the Arranger, or any other holder thereof,
will be validly issued and free and clear of any Encumbrance.

{c) No Voting Rights. There are no agreements to which the Issuer or any of its Existing
Subsidiaries is a party with respect to the voting or transfer of any secutities of the
Issuer or any of its Existing Subsidiaries other than as set out in the Organizational
Documents of the Issuer and each of its Existing Subsidiaries.

(d) Non-Contravention. Except as disclosed in Section 4.5 of the Disclosure Statement,
none of the execution, delivery and performance of and compliance with the
Transaction Documents, nor the issuance of any of the Securities will result in or
constitute any breach, default or violation of:

(i) any Contract to which the Issuer or any of its Existing Subsidiaries is a party
or is bound or any Confract set forth in Section 4.5(d) of the Disclosure
Statement to which Shoes,com is a party or is bound; or

(i) any Applicable Laws or Order applicable to the Issuer or any of its Subsidiaries
or its respective properties, or result in the creation of any Encumbrance upon
any of the propettics or assets of the Issuer or any of its Subsidiaries (other
than as contemplated by the Transaction Documents).

4,6 Capitalization

The authorized share capital of the [ssuer consists of an unlimited number of Common Shares without par
value, of which six million, seven hundred and ten thousand, four hundred and forty-one (6,710,441)
Common Shares are issued and outstanding as of the date hereof; there are no options, warranis or other
rights, shareholder rights plans, agreements or commitments of any character whatsoever requiring or which
may require the issuance, sale or transfer by the Issuer or any of its Existing Subsidiaries of any shares of
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the Issuer or any of its Existing Subsidiaries (or any securities convertible into, or exchangeable or

exercisable for, or otherwise evidencing a right to acquire, any shares of the Issuer or any of its Existing
Subsidiaries). Al outstanding Common Shares have been duly authorized and validly issued and are fully
paid and non-assessable. All securities of the Issuer and each of its Existing Subsidiaries have been issued
in compliance, in all material respects, with all Applicable Securities Laws, Other than the Common Shares,
there are no securities of the Issuer or any of its Existing Subsidiaries outstanding which have the right to
vote generally (or are convertible into, exchangeable or exercisable for securities of the Issuer or any of its
Existing Subsidiaries) with the shareholders of the Issuer or any of its Existing Subsidiaries on any matter.
There are no outstanding contractual or other obligations of the Issuer or any of its Existing Subsidiaries
to.

{a) repurchase, redeem or otherwise acquire any of its securities;

(b} make any investment in or provide any funds to (whether in the form of a loan, capital
contribution or otherwise) any Person; or

(c) provide any Guarantee with respect to the Indcbiedness of any Person.

4.7 Conscnts

Except as disclosed in Section 4,7 of the Disclosure Statement, no consent, approval, order or authorization
of, or designalion, registration, declaration or filing with, any Governmental Authority or other Person on
the part of the Issuer or any of its Subsidiaries is required in connection with its valid exccution, delivery
and performance of the Transaction Documents to which it is a party or the offer, sale or issuance of the
Securities, other than any filing or approval required pursuant to the prospectus and registration exemptions
relied upon by the Issuer under Applicable Securities Laws.

4.8 Liabilities

Neither the Issuer nor any of its Existing Subsidiaries has any outstanding Indebtedness othet than Permitted
Financial Indebtedness incurred in connection with the fulfillment of ordinary course operating obligations,
none of which are outstanding beyond the date for payment therefor. .

4.9 Judgments

Neither the Issuer nor any of its Existing Subsidiaries is subject to the terms or provisions of any judgment,
decree, Order, writ or injunction of any Governmental Authority which could have a Material Adverse

Effect.

4,10  Iutellectual Property

(a) The Tssuer or its Existing Subsidiaries owns all right, title and interest in and to, or has
validly licensed (and is not in material breach of such licenses), all Proprietary Assets
and all other intellectual property and proprietary rights that are material to the conduct
of the Business, as presently contemplated,

(b} all such Proprietary Assets are sufficient, in all material respects, for conducting the
Business, as presently contemplated;

(¢} all such Proprictary Assets are valid and enforceable (subject to the effects of
bankruptey, insolvency, reorganization, moratorium or laws relating to or affecting
creditors® rights generally), and do not infringe in any material way upon any third
parties’ intellectual property and proprietary rights, and no event will occur as a result
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of the transactions contemplated by the Transaction Documents that would render
invalid or unenforceable any such Proprietary Assets;

to the knowledge of the Issuer, no third party is infringing wpon such Propristary Assets
in a manner that currently would reasonably be expected to adversely affect such
Proprictary Assets in any material respect;

all computer hardware and their associated firmware and operating systems,
application software, database engines and processed data, technology infrastructure
and other computer systems used in connection with the conduct of the Business, as
presently conducted (collectively, the “Technology™) are up-to-date and sufficient, in
all material respects, for conducting the Business, as presently contempiated;

the Issuer or its Existing Subsidiaries owns or has validly licenced (and is not in
material breach of any such licence) the Technology and has commercially reasonable
virus protection and security measures in place in relation to such Technology;

there is no breach of any license to any Proprietary Assets; and

the Issuer and its Existing Subsidiaries have reasonable back-up systems and audited
procedures and disaster vecovery strategies adequate to ensure the continuing
availability of the functionality provided by the Technology, and has ownership of or
a valid license to the Proprietary Assets necessary to allow it to continue to provide, in
all material respects, the functionality provided by the Technology in the event of any
malfunction of the Technology or other form of disaster affecting the Technology.

Except as disclosed in Section 4.7 of the Disclosure Statement, neither the Tssuet nor
any of its Existing Subsidiaries is in material breach or violation of, or default (in each
case, with or without notice or lapse of time or both) under, any Contract of the type
listed below (the Contracts described in Sections 4.11(a)(i) through 4.11 (a)(x).

together with all exhibits and schedules thereto being, the “Material Contracts™) and
neither the Tssuer nor any of its Existing Subsidiaries has received or given any notice
of default under any such Material Contract which remains uncured and to the
knowledge of the Issuer, there exists no state of facts which after notice or lapse of
time or both would constitute a material default or breach of such Material Contraet (it
being agreed that for the purposes of this Section 4.11(a), the term “material” signifies
that the breach or violation or default in question which may have a Material Adverse
Effect):

(D any lease of real property by the Issuer or any of its Dxisting Subsidiaries, as
tcnant, with third parties providing for annual rentals of $250,000 or more,

(i) any Contract (other than a lease referred to in Section 4.11(a)(i)) under which
the Issuer or any of its Existing Subsidiaries is obliged to make paytnents on
an annual basis in excess of $250,000 in the apgregate;

(iii)  any partnership, limited liability company agreement, joint ventuse, alliance
agreement or other similar agreement or arrangement relating to the formation,
creation, operation, management, business or Control of any partnership or
joint venturc which is not wholly-owned by the Issuer or any of its Existing
Subsidiaries {other than any such agreement or arrangetnent relating to the
operation ot business of a property in the ordinary course and which is not
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material with respect to such property) where the Issuer’s or any of its Existing
Subsidiaries’ obligations with respect to any such partnership or joint venture
exceed $250,000 individually,

any Contract under which Financial Indebtedness in excess of $250,000 is
outstanding or may be incurred or pursuant to which any property or asset of
the Issver or any of its Existing Subsidiaries is mortgaged, pledged or
otherwise subject to an Encumbrance (other than Permitted Encumbrances),
or any Contract restricting the incurrence of Indebiedness by the Issuer or any
of its Existing Subsidiaries or the incurrence of Encumbrances (other than
Perimitted Encumbrances) on any properties o securities or restricting the
payment of dividends;

any Contract that purports (o limit the right of the Issuer or any of its Existing
Subsidiaries to, in any material respect:

(A) engage in any line of business; or
(B) cotnpete with any Person or operate in any location;

any Contract providing for the sale or exchange of, or option to sell or
exchange, any property with a fair market valve in excess of $250,000, or for
the purchase ot exchange of, or option to purchase or exchange, any property
with a fair market value in excess of $250,000 entered into in the past twelve
(12) months or in respect of which the applicable trausaction has not been
consummated;

any Contract entered into in the past twelve (12) months or in respect of which
the applicable transaction has not yet been consummated for the acquisition or
disposition, dircctly or indirectly (by amalgamation, merger or otherwise), of
assets (other than Contracts referenced in Section 4.11(a)(v)(B)) or capital
stock or other equity interests of another Person for aggregate consideration in
excess of $250,000, in each casc other than in the ordinary course of business
of the Issuer and each of its Existing Subsidiaries and in a manner consistent
with past practice; '

any standstill or similar Contract currently restricting the ability of the Issuer
ot any of its Existing Subsidiaries to offer to purchase or purchase the assets
or cquity securities of another Person;

any Contract among or between shareholders of the Issuer or any of its
Existing Subsidiaries; and

the Lease or License Documents,

(b} There are no Contracts that provide for an obligation of the Issuer or any of its Existing
Subsidiaries of $250,000 or more per period of twelve (12) months,

4,12  Prospectus and Registration Rights

The Tssuer has no obligation to any Person and no Person has any right to have any securities of the Issuer
qualified pursuant to a prospectus in any province of Canada or registered with the Securities Exchange
Comunission of the United States or with any other Governmental Authority (including piggyback

registration rights).
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413  Changes

Since the Term Sheet Date, there has not occurted or could reasonably be expected to oceur any of the
following:

(a) any Material Adverse Change;

{b) any resignation or termination of any officer, key employee or groups of employecs ol
the Issuer or any of its Existing Subsidiaries;

(c) any waiver by the Issuer or any of its Existing Subsidiaries of a material right or of a
material debt owed to it;

(d) any material increase in any compensation arrangemcnt or agreement with any
employee, officer or director of the Issuer or any of its Existing Subsidiaries other than
routine annual increases in compensation or promotions or bonuses awarded in the
ordinary course of business;

{e) any Indebtedness of the Issuer or any of its Existing Subsidiaries, except for immaterial
amounts and for current liabilities incutred in the ordinary course of business and
Permitted Financial Indebtedness;

(1) any sale ot other disposition of any Proprietary Asset, other than the nonexclusive
license by the Issuer or any of its Existing Subsidiaries, of such Proprietary Assets to
customers, suppliers or contract manufacturers in the ordinary course of business
consistent with past practices;

(2 any change in any Material Contract to which the Issuer or any of its Existing
Subsidiaries is a party or by which it is bound, which change would have a Malerial
Adverse Effect; or

() any arrangement or conunitment by the Issuer or any of its Existing Subsidiaries to do
any of the acts described in this Section 4.13.

4.14 Compliance with Issuer Instruments and Applicable Laws and Permits

Neither the Issuer nor any of its Existing Subsidiaries is in violation of any provisions of its Organizational
Documents as currently in effect. The Tssuer and each of its Existing Subsidiaries has been and is in
compliance in all respects with all Applicable Laws, including Applicable Laws relating to the importation
ot exportation or Ticensing of its products, except where failure to be in compliance would not have a
Material Adverse Effect, All Permits and other authorizations by any Governmental Authority held by the
Tssuer or any of its Existing Subsidiaries and which are necessary to its businesses are valid and sufficient
in all respects for the business presently carried or presently contemplated to be carried on by it, except
where such failure to obtain such Permits and authorizations would not have a Material Adverse Effect.

415  Litigation
There are no Proceedings pending or, to the Issuer’s knowledge, threatened, against:

(a) the Issuer or any of its Existing Subsidiaries or against any of its property or assets at
law or in equity before or by any Governmental Authority; or
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any director or officer of the Issuer or any of its Existing Subsidiaries or any employce

of the Issuer or any of its Existing Subsidiarics, which Proceedings would in the
aggregate have a Material Adverse Effect.

Financial Statemeunts

(a)

(b)

Solvency

Gerler’s audited financial statements as at and for the fiscal years ended December 31,
2013 and December 31, 2012 (consisting of a Balance Sheet, Statements of Operations,
Retained Earnings and Cash Flows and the notes thereto) and its interim financial
statements as at and for the five month period ended May 31, 2014 (the “Most Recent
Gerler Financial Statements™ and together with the financial statements referred to
in this sentence, collectively, the “Gerler Financia! Statements™) were prepared in
accordance with US GAAP consistently applied (except (i) as otherwise indicated in
such financial statements and the notes thereto or, in the case of audited statements, in
the related report of Gerler’s independent auditors, or (ii) in the case of unaudited
interim financial statements, are subject to normal period-end adjustments and they
may omit notes which are not required by 1JS GAAP in the unaudited statements) and
fairly present in all material respects the financial position, results of operations and
cash flows of Gerler as of the dates thereof and for the periods indicated therein
{subject, in the casc of any unaudited interim consolidated financial statements, to
normal period-end adjustments). There has been no material change in Gerler’s
accounting policies since December 31, 2013, except as described in the notes to the
Gerler Financial Statcments, There are no “off-balance sheet arrangements” (as such
term is defined under US GAAP) in respect of Gerler; and

SHOEme’s unaudited Notice to Reader financial statements as at and for the fiscal ycar
ended December 31, 2013 (consisting of a Balance Sheet, Statement of Loss and
Deficit and the notes thereto) and its interim financial statements as at and for the nine
month pericd ended September 30, 2014 (such interim financial statements, the “Most
Recent SHOEme Financial Statements” and together with the financial statements
referred to in this sentence, collectively, the “SHOEme Financial Statements”; the
Most Recent SHOEme Financial Statements together with the Most Recent Gerler
Financial Statements, the “Most Recent Financial Statements™; and the SHOEme
Financial Statemenis together with the Gerler Financial Statements, the “Financial
Statements™) were prepared in accordance with Canadian GAAP consistently applied
(except (i} as otherwise indicaled in such financial statements and the notes thereto or
(ii) in the case of unaudited interim financial statetnents, are subject to normal period-
end adjustments and they may omil notes which are not required by Canadian GAAP
in the unaudited statements) and fairly present in all material respects the financial
position, results of operations and cash flows of SHOEme as of the dates thereof and
for the periods indicated therein (subject, in the case of any unandited interim
consolidated financial statements, to normal period-end adjustments). There has been
no malerial change in SHOEme's accounting policies since December 31, 2013, except
as described in the notes to the SHOEme Financial Statements. There are no “off-
balance sheet arrangements” (as such term is defined under Canadian GAAP) in
respect of SHOEme,

The Issuer and each of its Existing Subsidiaties is Solvent prior to, and after giving effect to, the transactions
contemplated by this Agreement and the other Transaction Documents.
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The Issuer and gach of its Existing Subsidiarics has:

(i) as relates to income and sales Taxes, duly and timely filed, or caused to be
filed, all material Tax Returns required to be filed by it prior to the date hereof,
other than those which have been adminisiratively waived, and all such Tax
Returns are true and corrcet in all material respects;

(i) paid on a timely basis all Tax and all assessments and reassessments of Tax
due on or before the date hereof, other than Tax which is being or has been
contested in good faith and Tor which, in the reasonable opinion of the Issuer,
adequate reserves have becn provided in the Financial Statements, except to
the extent that failure to pay such Tax would not have a Material Adverse
Eilect;

(iii)  duly and timely withheld, or caused to be withheld, all Tax required by
Applicable Laws to be withheld by it (including Tax and other amounts
required to be withheld by it in respeci of any amount paid or credited or
deemed to be paid or credited by it to or for the account of any Person,
including any employees, officers or directors and any non-resident Person)
and duly and timely remitted, or caused to be remitted, to the appropriate Tax
authority such Tax required by Applicable Laws to be remitted by it, except to
the extent that such failure would not have a Material Adverse Effect; and

(iv)  duly and timely collected, or caused to be collected, any sales or transfer taxes,
meluding goods and services, harmonized sales and provincial or territorial
sales taxes, required by Applicablec Laws to be collected by it and duly and
timely remitted to the appropriate Tax authority any such amounts required by
Applicable Laws to be remitted by it, except to thc extent that such failure
would not have a Material Adverse Effect;

the unpaid Tax of the Issuer and its Existing Subsidiaries did not, as of the date of the
Most Recent Financial Statements, exceed the reserves and provisions for Tax accrued
but not yet due as reflected in the Financial Statements, and Tax payable by the Issuer
as of the Closing Date will not exceed such reserves and provisions for Tax as adjusted
through the applicable closing date in accordance with the past custom and practice of
the Issuer and each of its Existing Subsidiaries;

no deficiencies, litigation, proposed adjustments or matters in controversy with respect
to Tax exists or has been asserled which rcmain unresolved at the date hereof, and no
action or proeccding for assessment or collection of Tax has been taken, asserted, or to
the knowledge of the Issuer, threatened, against the Issuer or any of its Existing
Subsidiaries or any of their assets, except, in each case, as disclosed or provided for in
the Financial Statements or except such deficiencies, litigation, proposed adjustments,
confirmations, actions or proceedings that would not have a Material Adverse Effect;

there are no currently effective elections, agreements or waivers extending the statutory
period or providing for an extension of time with respect to the assessment or
reassessment of any Tax of, or the filing of any Tax Return or any payment of any Tax
by the Tssuer or any of its Existing Subsidiaries;

there are no Encumbrances, other than Permitted Encumbrances, for Tax upon any of
the assets of the Issuer or any of its Existing Subsidiaries;
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the Issuer and each of its Existing Subsidiaries is substantially in compliance with the
Applicable Laws, including any documentation and recordkeeping requircmerts
thereunder, applicable to the allocation of income and deductions and transactions
among related taxpayers; and

neither the Tssuer nor any of its Existing Subsidiaries is a party to any indemnification,
allocation or sharing agreement with respect to Tax that could give rise to a payment
ot indemnification obligation (other than customary Tax indemnification provisions
contained in credit or loan agreemenis or agreements iclaied thereto or other
transactions entered into in the ordinary course) and neither the Issuer nor any of its
Subsidiaries has any liability for Tax of any Person as a transferee or successor, by
contract, or otherwise,

4,19  Employment Agreements and Collective Agreements

Neither the Issuer nor any of its Existing Subsidiaries is a party to or bound or governed by:

(a)

(b)

in respect of the employees of the Issuer or any of its Existing Subsidiaries, except for
employinent offers and letters delivered in the ordinary course of business, none of
which is with an officer of the Issuer or any of its Existing Subsidiaries:

(i) any existing cmployinent agreement with any executive oflicer of the Tssuer
or any of its Existing Subsidiaries; or

(ii) any change of control agreement with any executive officer or any written or,
to the knowledge of the Issuer, oral agreement, arrangement or understanding
providing for an existing retention, severance or termination compensation or
benefits to any executive officer; or

any existing collective bargaining or union agreements.

There are no matetial labour disputes, strikes or lock-outs relating to or involving any employees of the
Issuer or any of its Existing Subsidiaries that would have a Material Adverse Effect, There are no actuat
applications or, to the knowledge of the Issuer, threatened applications for certification, voluntary
recognition, related employer, successor employer or union bargaining rights in respect of the Issuer or any

of its Existing Subsidiaries.

420  Property and Interests

(a)

(b}

Except to the extent that would not have a Material Adverse Effect, the Issuer or an
Existing Subsidiary of the Issuer is, except with respect to the properties referred to in
Section 4.20(b) of the Disclosure Statement, the absolute legal and beneficial owner
of, and has marketable title to, all of the material property or assets reflected in the
Financial Statements as being owned by it, free of all Encumbrances or demands
whatsoever, other than Permitted Encumbrances and no other material property rights
are necessary for the Issuer or any of its Existing Subsidiaries to conduct their
respeclive business as currently conducted or contemplated to be conducted.

Each property currently leased or subleased or licensed by the Issuer or any of its
Existing Subsidiaries from a third party (collectively, the “Leased or Licensed
Properties™) is listed in the Disclosure Statement identifying the name of the lessee
(i.e., the Tssuer or its Existing Subsidiaries or otherwise) and the documents under
which such lease or license is created (collectively, the “Lease or Liccnse
Documents™). The Issuer or an Existing Subsidiary of the [ssuer holds good and valid
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leases or licenses in the Leased or Licensed Properties, free and clear of all
Encumbrances other than Permitted Encumbrances. Each of the Lease or License
Documents is valid, binding and in full force and effect as against the Issuer or an
Existing Subsidiary of the Issuer and, to the knowledge of the Issuer, as against the
other party thereto. Neither the Issuer nor any of its Existing Subsidiaries nor, to the
knowledge of the Issuer, any of the other parties to the Lease or License Documents,
is in breach or violation or default {in each case, with or without notice or lapse of time
or both) under any of the Lease or License Documents which breach, violation or
default has not been cured which would not have a Material Adverse Effect, and neither
the Issuer nor any of its Existing Subsidiaries has reccived or given any notice of
default under any Lease or License Document 'which remains uncured which would
have & Material Adverse Effect. To the knowledge of the Issuer, neither the Issuer nor
any of its Existing Subsidiaries is in violation of any covenants, or not in compliance
with any condition, restrictions or Permitted Encumbrances, affecting any Leased or
Licensed Properties which violations or non-compliances would have a Material
Adverse Effect,

{c) Al accounts for materials, work and services performed or materials placed or
furnished upon or in respect of construction at each Leased or Licensed Property have
been fully paid or the Issuer or its Existing Subsidiaries have made arrangements with
such contractor for payment in the ordinary course of business,

{d) To the knowledge of the Issuer, all of the buildings and improvements (including
fixtures, systems and utilities) on the Leascd or Licensed Properties were constructed
and are maintained in accordance with Applicable Laws and are maintained in good
operating condition and repair, subject to normal wear and tear except where such
would not have a Material Adverse Effect.

4.21  Personal Property

The Issuer and its Existing Subsidiarics own, or have a valid and enforceable leasc or license of, all personal
property used in its respective Business as presently carried on or contemplated to be carried on, except
which would not have a Material Adverse Effect. The Issuer’s and its Bxisting Subsidiaries’ ownership of
or lease or license in any such personal property is not subject to any Encumbrances, other than Permitted
Encumbrances. At the Closing Date, the Arranger (on behalf of the Investors) shall have a first-ranking
security interest or hypothee or equivalent security on all of the present and after acquired personal property
of the Tssuer and cach of its Existing Subsidiaries, subject only to the Permitted Encumbrances.

422 Insurance

Except as would not have a Material Adverse Effect, the Issuer and each of its Existing Subsidiaries is
covered by valid and currently effective insurance policies issued in favour of the Issuer and each of its
Existing Subsidiaries that arc commercially reasonable, taking into account the industries in which the
Issuer and each of its Existing Subsidiaries operates. Except as would not have a Material Adverse Effect,
with respect to each insurance policy issued in favour of the Issuer and each of its Existing Subsidiaries, or
pursuant to which the Issuer and each of its Existing Subsidiaries is a named insured or otherwise a
beneficiary under an insurance policy:

{a) the policy is in full force and effect and all premiums due thereon have been paid;

(b) neither the Issuer nor any of its Existing Subsidiaries is in breach or default, and has
not taken any action or failed to take any action which, with notice or the lapse of time,
would constitute such a breach or default, or permit termination or modification of,
any such policy;
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to the knowledge of the Issuer, no insurer on any such policy has been declared
insolvent or placed in receivership, debt restructuring proceedings or liquidation, and

no notice of cancellation or termination has been received by the Issuer and each of its
Fxisting Subsidiaries with respect to any such policy;

none of such policics will terminate or lapse by reason of the transactions contemplated
by the Transaction Documents;

no insurer under any such policy has cancelied or generally disclaimed liability under
any such policy or indicated any intent to do so or not to renew any such policy;

there is no claim by the Issuer or any of its Existing Subsidiaries pending under any
such policy that has been denied or disputed by the insyrer; and

all claims under such policies have been filed in a timely fashion.

423  Related Party Transactions

(a)

(&)

(c)

None of the Issuer’s Affiliates, officers, directors, members or employees, or any
Affiliate of any of the foregoing, or to the Issuer’s knowledge, any supplier, distributor
or customer of the Issuer has any material interest in any property, real or personal,
tangible or intangible, including Proprietary Assets used in or pertaining to the business
of the Issuer except for the normal rights of a stockhalder ot member;

Other than arrangements in the ordinary course of business since the Term Sheet Date,
there are no agreetnents, undesstandings or proposed transactions between the Issuer
or any of its Bxisting Subsidiaries and any of its respective officers, directors,
employees, shareholders or Affiliates; and

No officer or director of the Issuer or any of its Existing Subsidiaries has any material
direct or indircct ownership interest in any firm or corporation with which the Issuer
or any of its Existing Subsidiaries has a material business relationship, or any firm or
corporation that competes in any material respect with the Issuer or any of its Existing
Subsidiaries. To the Issuer’s knowledge, no meinber of the immediate family of any
officer or director of the Issuer or any of its Existing Subsidiaries is directly or
indirectly interested in any Material Contract.

4.24  No Violations

Except as disclosed in Section 4.24 of the Disclosurc Statement, nore of the execution and delivery of this
Agreement by the Issuer or the other Transaction Documents by the Issuer or any of its Existing Subsidiaries
nor the consummation of the transactions contemplated herein and therein by the Issuer or any of its
Existing Subsidiaries or compliance by the Issuer or any of its Existing Subsidiaries with any of the
provisions hereof or thereof will:

(a)

violate, conflict with, or result in a material breach of any provision of, require any
consent, approval or notice under, or constitute a default (or an event which with or
without notice or lapse of tiine or both, would constitute a material defaulf) under, ot
result in granting to a third party a right to reduce fees or other payments to the Issuer
or any of its Existing Subsidiaries under, or result in granting to a third party a right of
first refusal, first oppottunity, or other right or option to acquire properties or assets of
the Issuer or any of its Existing Subsidiaries under, or grant to a third party a right to
force the Issuer or any of its Existing Subsidiaries to purchase one or more assets under,
or result in a right of termination or acceleration under, or result in the creation of any



(RTE S

R IE T, ST Y

4.25

(b)
(c)

(d)

27
-27 -

Encumbrance upon, any of the properties or assets of the Issuer or any of its Existing
Subsidiaries or cause any Financial Indebtedness of the Issuer or any of its Existing
Subsidiaries to come due before its stated maturity or cause any credit commitment to
cease to be available, or cause any payment or other obligation to be imposed on the
Issuer ot any of its Existing Subsidiaries under, any of the terms, conditions or
provisions of:

(D its Organizational Documents; or

(if) any debenture, bond, mortgage, indenture, loan agreement, deed of trust,
Encumbrance, or other Contract to which the Issuer or any of its Existing
Subsidiaries is a party or fo which any of them, or any of its properties or
assets, may be subject or by which any of them is bound;

violate any Applicable Laws that would have a Material Adverse Effcet;

cause tie suspension or revocation of any material Permit currently in effect (except,
in the case of Sections 4.25(a)(ii), for such violations, conflicts, breaches, defaults,
terminations, accelerations or creations of Encuinbrances which, or any consents,
approvals or notices which, if not given or received, or any Permits which, if suspended
or revoked, would not have a Matetial Adverse Effect); or

violate or cause the suspension or revocation of any license to any Proprietary Asset,

None of the Issuer nor any of its Existing Subsidiaries nor any director, officer, or to the knowledge
of the Issuer, agent or employee of the Issuer or any of its Existing Subsidiaries nor their Affiliates
has (1) used any corporate funds for any unlawful contribution, gift, entertainment or other unlawful
expense relating to political activity; (i) made any direct or indirect unlawiul payment to any
foreign or domestic government official or employee from corporate funds; or (iii) made any bribe,
payoff, influence payment, kickback or other unlawful payment.

Pension and Employee Benefits

(a)

Neither the Issuer nor any of its Existing Subsidiaries maintains any health, welfare,
supplemental unemployment benefit, bonus, profit sharing, option, insurance,
incentive, incentive compensation, deferred compensation, share purchase, sharc
compensation, disability, pension or retirement plans and other material employee or
director compensation or benefit plans, policies, trusts, funds, agreements or
arrangeinents for the benefit of directors or former directors of the Issuer or any of its
Existing Subsidiaries, employees or former employees of the Issuer or any of its
Existing Subsidiaries, which are maintained by or binding upon the Issuer or any of its
Existing Subsidiarics or in respect of which the lssuer or any of its Existing
Subsidiaries has any actual or, to the Issuer’s knowledge, potential liability
(collectively, the “Plans™); and

None of the execution and delivery of this Agreement by the Issuer or any Transaction
Document by the Issuer or any of its Existing Subsidiaries or consummation of the
transactions contemplated in this Agreement or a Transaction Document or compliance
by the Issuer or any of its Existing Subsidiaries with any of the provisions hereof or
therecof shall result in any payment (including severance, unemployment
compensation, bonuses or otherwise) becomning due to any director, officer or
employee of the Issuer or any of its Existing Subsidiaries or result in any increase or
acceleration of contributions, liabilities or bencfits, or acceleration of vesting, under
any Plan or restriction held in conneetion with a Plan.
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426 Environment

(a) Except as would not have a Material Adverse Effect, the Issuer and each of its Existing
Subsidiaties is in compliance with all, and has not violated any, Environmental Laws;

(b) Except as would not have a Material Adverse Effect:

(D) neither the Issuer nor any of its Existing Subsidiaries has Released, and, no
other Person has Released, any Hazardous Substances (in cach case except in
compliance with applicable Environmental Laws) on, at, in, under or from any
of the real properties (including the workplace environment) currently or
previously owned, leased or operated by the Issuer or any of ils Existing
Subsidiaries; and ’

(ii) there are no Hazardous Substances or other conditions that could reasonably
be expected fo result in liability of or adversely affect the Issuer or any of its
Existing Subsidiaries under or related to any Environmental Law on, at, in,
under or from any of the real properties (including the workplace environment)
curtently or, to the Issuer’s knowledge, previously owned, leased or operated
by the Issuer or any of its Existing Subsidiaries;

(c) “There are no pending claims or, to the Issuer’s knowledge, threatened claims, against
the Issuer or any of its Existing Subsidiaries arising out of any Environmental Laws;

(d) No Encumbrance in favour of a Governmental Authority arising under Environmental
Laws is pending or, to the Issuer’s knowledge, threatened, affecting the Issuer or any
of its Existing Subsidiaries or any Real Property, except as would not have a Materia}
Adverse Effect; and :

(e) There are no Orders from any Governmental Authority which relates to Environmental
Laws and which requires any material work, repairs, consfruction or capital
expenditures by the Issuer or any of its Existing Subsidiaries.

4,27 No Brokers

The Issuer is not obligated for the payment of fees or expenses of any broker or finder in connection with
the origination, negotiation or execution of this Agrecment or the other Transaction Documents, or in
connection with any transaction contemplated hereby or thereby.

4,28  Acquisition Agreement

The representations and warranties made by the Seller in the Acquisition Agreement in respect of
Shoes.com are trie and correct.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES BY THE ARRANGER

The Arranger represents to the Issuer as follows:

5.1 Authority

The Arranger is a corporation duly formed and validly existing under the laws of Canada. The Arranger
has the requisite legal right and power, as applicable, to enter into, execute, deliver and perform its
obligations under this Agreement and the other Transaction Documents to which it is a party for itself and
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on behalf of the Tnvestors. Assuming due execution and delivery by the other Parties, this Agreement is,
and upon their execution, the other Transaction Documents to which the Arranger is a party will be legal,
valid and binding obligations of the Arranger enforceable against the Arranger in accordance with their
terms, subject to applicable bankraptcy, insolvency, fraudulent conveyance, reorganization, moratorium
and similar laws affecting creditors’ rights and remedies generally. The entering into of this Agreeiment and
the other Transaction Docuinents and the transaetions contemplated hereby and thereby will not result in a
violation of any of the terms or provisions of any Applicable Laws applicable to the Arranger or any of the
Organizational Documents of the Arranger, or any material Contract to which the Arranger is a party ov by
which it is bound,

5.2 Accredited Investor; Securities Law Compliance; Investment Intent

The Arranger is an “accredited investor” as such term is defined in paragraph (q) of the definition of
“aeeredited investor” in National Instrument 45-106 Prospectus and Registration Exemptions (which states
“a person acting on behalf of a fully managed account managed by that petson if that person (i) is registered
or authorized to carry on business as an adviser or the equivalent under the securitics legislation of a
jurisdiction of Canada or a foreign jurisdiction”) and is registered to carry on business as an advisor under
the Securities Act (British Cofimbia). :

5.3 Financial Capability

The Arranger will have, subject to the satisfaction of the conditions described herein, sufficient funds in
accounts managed by it to make and complete the payment for the Debentures and the availability of such
funds is not and will not be subject to the consent, approval or authorization of any other Person.

5.4 Exhibit 5.4

The representations and warranties in Exhibit 5.4 are true and cotrect.

5.5 No Impairment

Nothing contained in this Article 5 is intended to otherwise impair the representations, warranties or
covenants of the Issuer in this Agreement or the other Transaction Documents.

ARTICLE 6
COVENANTS

The Issuer covenants and agrees with the Arranger that from and after the date hereof.

6.1 Access

For such time as the Debentures remain outstanding, to the extent permitted by Applicable Laws and not in
contravention of the rights of third parties, it will permit representatives of the Arranger to have reasonable
access to the properties of the Issuer and its Subsidiaries, to examine the corporate books and make copies
or extracts therefrom or to discuss the affairs, finances and accounts of the Issuer and its Subsidiaties with
the officers and employees of the Issner and its Subsidiaries upon request, all during normal business hours
and subject to other reasonable restrictions by the Issuer and its Subsidiaries.

6.2 Tax Law Compliance and Stamp Dulies

The Tssuer shall pay any transfer taxes, stamp duties or other similar charges that may be imposed with
respect to the issue or delivery of the Securities by the Issuer to the Arranger or the execution and delivery
of any Transaction Document.
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6.3 Use of Proceeds and Transaction Expenses

All of the proceeds received by it from the issuance and sale of the Debentures shall be used to finance the
acquisition of the outstanding shares of Shoes.com and for the Issuet’s business, In addition, the Issuer shall
pay o the Arranger or as the Arranger may direct on the Closing Date, subject to Section 8.6(a), all
Transaction Expenses incurred by the Arranger to and including the Closing Date.

0.4 Board Ohserver

Until the earlier of (a) the date that the Issuer completes an Initial Public Offering, (b) the termination of
the Obligations of the Issuer under the Debentures in accordance with the terms thereof, and (¢) the date
that the Arranger ceases to act as the Arranger on behalf of the Investors, the Issuer agrees that an individual
designated by the Arranger from time to time, and reasonably satisfactory to the Issuer, is entitled to attend
{in person or by telephone conference cail) meetings of the Board of the Issuer, as an observer but not as a
dircctor, subject to the terms of a Board Observer Agreement that any such individual shall enter into with
the Issuer, and the Issuer shall execute and deliver to such individual, substantially in the form of Exhibit
6.4,

ARTICLE 7
INDEMNIFICATION
7.1 Indemnity
(a) The Issuer will indemnify and defend and hold harmless each of the Arranger (as

portfolio manager on behalf of the Investors) and the Investors and their respective
Affiliates, successors and assigns and each of their respective officers, directors, and
employees (an “Arranger Indemnified Party” or collectively the “Arranger
Indemnified Parties™) from and against, and agrees to pay or cause to be paid to the
Arranger Indemnified Parties all amounts equal to the sum of, any and all claims,
demands, costs, expenses, losses and other liabilities of any kind, othet than loss of
profits of such Arranger Indemnified Parties or consequential damages (“Losses™), that
the Arranger Indemnified Parties may incur or suffer (including without limitation all
reasonable legal fees and expenses), which arise or result from any breach by the Issuer
of any of its representations or watranties, or failure by the Issuer or any of its
Subsidiaries to perform any of their respective covenants or agreements, in any
Transaction Document, other than the Board Observer Agreement, or in any certificate
or document delivered pursuant to any Transaction Document, other than the Board
Observer Agreement, including but not limited to any third party clains arising or
resulting from such breach or failure, except to the extent such Losses arise out of the
intentional or gross fault, gross negligence, willful misconduct or fraud of any of the
Arranger and the Investors. The rights of the Arranger Indemnificd Parties hereunder
shall be in addition to, and not in licu of, any other rights and remedies which may be
available to it by Applicable Laws or under the Transaction Documents;

(b) Notwithstanding anything (o the contrary in this Agreement, for purposes of this
Section 7.1, in determining the amount of any Losses, no effect shall be given to any
qualification as to “materiality” or “Material Adverse Effect” in such representations
and warranties.

7.2 Procedures

(a) If a third party shall notify an Arranger Indemnified Party (each, an “Indemnified
Party”™) with respect to any matter that may give rise to a claim for indemmification
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under the indemnities set out above in Section 7,1(a), the procedure set out below shall
be followed.

(1)

(i)

Notice, The respective Indemnified Party shall give to the party providing
indemnification (the “Indemnifying Party”} written notice of any claim, suit,
judgment or matter for which indemnity may be sought under Section 7.1
promptly but in any event within thirty (30} calendar days afler the
Indemnified Party receives notice thereof, provided, however, that failure by
the Indemnified Party to give such notice shall not relieve the Indemnifying
Farty from any liability it shall otherwise have pursuant to this Agreeinent
except to the extent that the Indemnifying Party is actually prejudiced by such
failure Such notice shall set out in reasonable detail:

(A) the basis for such potential claim; and

B) the dollar amount of such claim.

‘The Indemnifying Party shall have a period of thirty (30) calendar days within

which to respond thereto. If the Indemnifying Party does not respond within
such thirly (30) calendar day period, the Indemnifying Party shall be deemed
to have acceptcd responsibility for such indemnity.

Defense of Claim. With respect to a claim by a third party against an
Indemnified Party for which indemnification may be sought under this
Agreement, the Indemnifying Party shall have the right, at its option, to be
represented by counsel of its choice and to assume the defense or otherwise
control the handling of any claim, suit, judgment or matter for which indemnity
is sought, which is set out in the notice sent by the Indemnificd Party, by
notifying the Indemnified Party in writing to such effect within thirty (30)
calendar days of receipt of such notice; provided, however, that the
Indemnified Party shall have the right to employ counsel to represent it if, in
the Indemnified Party’s reasonable judgment based upon the advice of
counsel, it is advisable in light of the separate interests of the Indemnified Party
and the Indemnifying Party, to be represented by separate counsel, and in that
event the reasonable fees and expenses of such separate counsel shall be paid
by the Indemnifying Party but only in respect of one counsel (chosen by the
Arranger) plus appropriate local counsel, if applicable, for all Indemnified
Parties. If the Indemnifying Party does not give timely notice in accordance
with the preceding sentence, the Indemnifying Party shall be deemed to have
given notice that it does not wish to control the handling of such claim, suit or
judgment. In the event the Indemnifying Party elects (by notice in writing
within such thirty (30) calendar day period) to assume the defense of or
otherwise control the handling of any such claim, suit, judgment or matter for
which indemnity is sought, the Indemnifying Party shall indemnify and hold
harmless the Indemnified Party from and against any and all reasonable
professional fees (including legal fees, accountants, consultants and
engineering fees) and investigation expenses incurred by the Indemnified
Party after it provides notice under Section 7.2(a)(i) and prior fo such election,
potwithstanding the fact that the Indemnifying Party may not have been so
liable to the Indcmnified Party had the Indemnifying Party not elected to
assume the defense of or to otherwise control the handling of such claim, suit,
fudgment or other matter, In the event that the Indemnifying Parly does not
assume the defense or otherwise control the handling of such matter, the
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Indemnified Party may retain counsel, as an indemnification expense, to
defend such claiim, suit, judgment or matter.,

(iii)  Final Authority, The Parties shall cooperate in the defense of any such claim
or litigation and each shall make available all books and records. which gre
relevant in connection with such claim or litigation. In connection with any
claimn, suit or other proceeding with respect to which the Indemnifying Party
has assumed the defense or control, the Indemnifying Party will not consent to
the entry of any judgment or enter into any seitlement with respect to any
matter which does not include a provision whereby the plaintiff or claimant in
the matter releases the Indemnified Party from all liability with respect thereto,
without the written consent of the Indemmified Party, which shall not be
unreasonably withheld, In connection with any claiin, suit or other proceeding
with respect to which the Indemmifying Party has not assuined the defense or
control, the Indemnified Party may not compromise ot settle such claim
without the consent of the Indemnifying Party, which shall not be
unreasonably witlitheld.

{b) Any claim for indenmification under this Agreement which does not result from the
assertion of a claim by a third party shall be asserted by written notice given by the
Indemnified Party to the Indemnifying Party. The Indemnifying Party shall have a
period of thirty (30) calendar days within which to respond thereto.

(c) The Arranger accepts the indemnification obligations on behalf of each Arranger
Indemnified Party.

ARTICLE 8
MISCELLANEOUS

8.1 Waivers and Amendments

Unless otherwise provided, any amendment, addition, deletion or other modification to this Agreement may
be made upon the written consent of the Issuer and the Arranger and no such amendment, addition, deletion
or other modification to this Agreement shall be effective unless in writing and signed by the Issuer and the
Arranger (and each of the Investors hereby authorizes the Arranger to make such amendments, additions,
deletions or modifications, all of which will be bindiug upon each of the Investars). Any provision of this
Agreement may only be waived by the Party in whose favour such provision is intended to benefit, such
waiver to be evidenced by a notice in writing by the waiving Party to the other patty.

8.2 Governing Law

This Agreement and all actions arising out of or in connection with this Agreement shall be governed by
and construed in accordance with the laws of the Province of British Columbia and the federal laws of
Canada applicable therein, without regard to the conflict of laws provisions thereof.

8.3 Exclusive Jurisdiction

Each Party irrevocably attorns to the courts of the Province of British Columbia, which jurisdiction shall
be the sole and exclusive jurisdiction for any disputes or claims in relation to this Agreement and all maiters
arising out of or in connection with this Agreement or any other Transaction Document.
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8.4 Entire Agreement and Paramountcy

The Transaction Documents constitute the full and entire understanding and agreement between the Parties
with regard to the subjects hereof and thereof and cancels and supersedes any prior understandings and
agreements betwcen the Parties with respect thereto, There are no representations, warranties, terms,
conditions, undertakings or collateral agreements, express, implied or statutory, between the partics other
than as expressly set forth in the Transaction Documents. If there is any conflict between the provisions of
this Agreement and the provisions of any other Transaction Documents, the provisions of this Agreement
shall govern,

8.5 Headings and Numbering of Articles

The headings of the articles, sections, subsections and clauses of this Agreement have becn inserled for
convenience and reference only and do not define, limit, alter or enlarge the meaning of any provision of
this Agreement, Unless otherwisc stated, a referencc herein to a numberced or lettered article, section,
subsection, clause, sub clause or schedule refers to the article, section, subsection, clause, sub clause or
schedule bearing that number or letter in this Agreement.

8.6 Fees and Fxpenses

The Issuer shall pay:

(a) whether or not the Closing occurs for any reason, all reasonable out-of-pockel expenses
and fees and disbursements and applicable taxes (“Transaction Expenses™) incurred
by or on behalf of thc Arranger in connection with (i) the negotiation and
consummation of this Agreement and the other Transaction Documents and the
transactions contemplated hereunder and thereunder, including any due diligence or
other review conducted prior to the negotiation of this Agreement as well as any filing
fees related to the Security; and (i) any amendment, modification or waiver, or consent
with respect to, this Agreement of any of the other Transaction Documents or any
documentation or agreements in connection therewith, provided that the amount of the
fees (and for greater certainty, exclusive of disbursement and applicable taxes) to be
paid by the Issuer in respect of the foregoing will not exceed one hundred and fitteen
thousand Dollars ($115,000), plus the fees of local counsel engaged by the Arranger
in respect of matters governed by the Applicable Laws of the State of Washington or
the United States of America not exceeding fees of fourteen thousand, thre¢ hundred
and sixty US Dollars (US$14,360) in respect of the foregoing; and

(b) all reasonable out-of-pocket expenses and fecs and disbursements incuired by or on
behalf of the Arranger in connection with any attempt to enforce any right of Arranger
against the Tssuer or any Person or other entity that may be obligated to the Arranger
by virtue of this Agreement or any of the other Transaction Documents, unless a court
of eompetent jurisdiction determines that the Arranger is not entitled to enforce such

right.
8.7 Notices

Any notice, consent, waiver, direction or other communication required or permitted to be given under this
Apreement by any Party to the other shall be in writing and shall be delivered by (a) petsonal delivery, (b)
certified ot registered mail (first class postage pre-paid), (¢) guaranteed overnight delivery by recognized
national coutier, or {d) facsimile transmission or email transmission, addressed to the party to which the
notice is to be given at its address, facsimile number or email address for service herein (or to such other
address which such Party may subsequently designate by ten (10) calendar days® advance written notice to
the other Party), Any notice, consent, waiver, direction or other communication made or given by personal
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delivery, courier or facsimile transmission to the party to whom it was addressed as aforesaid shall be
deemed to have been given and received on the date on which it was so delivered at such address {if a
Business Day, and if not, or received afer 4:00 p.m. local time, the next succeeding Business Day) or if
sent by prepaid registered mail be deemed to have been given and received on the fourth (4") Business Day
following the date of its mailing or if sent by email transmission be deemed to have been given and received
at the time of receipt unless actually received after 4:00 p.m. local time or on a date that does not fall on a
Business Day at the point of delivery in which case it shall be deemed to have been given and reccived on
the next Business Day.

The address, facsimile or email address for service of each of the Parties shall be as follows or at such other
address as a Parly may designate by ten (10) calendar days’ advance written notice to the other Party:

If to the Issuer;

1006903 B.C. Lid.
Suite 2390 - 1055 West Hastings Street
Vancouver, British Columbia V6E 2E9

Canada
Attention: Nicholas Bozikis
email: nickghardycapital.com

with a copy to (which shall not constitute notice):

Michael, Evrense! & Pawar LLP
Suite 650, 669 Howe Street
Vancouver, British Columbia V6C (B4

Canada

Attention: Ryan Patryluk
Telecopier No.: 604-669-1953

email: rpatryluk@meplaw.ca

Ifto the Arranger (on behalf of itself or the Investors):

Deans Knight Capital Management Ltd,
[500-999 West Hastings Street
Vancouver, British Columbia V6C 2W2

Canada

Attention: Dillon Cameron

Telecopier No.: 604-669-0238

email: deameron{@deansknight.com

with a copy to {which shall not constitute notice):

Farris, Vaughan, Wills & Murphy LLP
25% Floor — 700 W. Georgia St.
Vancouver, British Colutnbia V7Y 1B3
Canada



R
«
1

H
K
A
i

35

.35.
Attention: Mitchell Gropper, Q.C.
Telecopier Na.: 604-661-9349
email; mgropper@farris.com

88  Validity

If any provision of this Agreement or any of the other Transaction Documents shall be judicially determined
to be invalid, illegal or unenforceable, the validity, legality and enforceability of the remaining provisions
thereof shall not in any way be affected or impaired thereby. To the extent permitted by Applicable Laws,
each Party hereby waives any provision of law that renders any provision hereof unenforceable in any
respect.

8.9 Counterparts

This Agreement may be executed in any number of counterparts, all of which taken together shall be
deemed to constitute one and the same instrument, This Agreement, and each other agreement or instrument
entered into m connection herewith or therewith or contemplated hereby or thereby, and any amendments
hereto or thereto, to the cxtent signed and delivered by means of a facsimile machine or by PDF, shall be
treated in all manner and respects as an original agreement ot instrument and shall be considered to have
the same binding legal effect as if it were the original signed version thereof delivered in Person. At the
request of any party hereto ot to any such agreement or instrument, each other party hereto or thereto shall
re-execute original forms thereof and deliver them to all other parties. No party hereto or to any such
agreement or instrument shall raise the use of a facsimile machine to deliver a signature or the fact that any
signature or agreement or instrument was transmitted or communicated through the use of a facsimile
machine as a defense to the formation or enforceability of a contract and each such party forever waives
any such defensc.

8.10  Publicity

None of the Arranger (on behalf of itself or the Investors) nor the Issuer shall issue any press release or
make any public disclosure regarding the transactions contemplated hercby unless such press release or
public disclosure is approved by those parties mentioned in such press release or public disclosure in
advance; provided that such consent shall not be necessary if otherwise required by Applicable Laws, a
Governmental Authotity or a securities exchange in the judgment of the disclosing Party, based on the
advice of counsel, so long as prior to such disclosure, such Party consults with the other Party on such press
release or public disclosure.

8,11  Succession and Assignment

Except as otherwise expressly provided in this Agreement and subject fo the other Transaction Documents
and Applicable Laws, the provisions hereof shall enure to the benefit of, and be binding upon, the Parties
and their respeetive successors, permitted assigns, permitted transferces, heirs, executors, administrators
and personal represcntatives. This Agreement may not be assigned, transferred or otherwise conveyed by
the Issuer without the prior written consent of the Arranger; but the Arranger shall have the right to assign,
transfer ot otherwise convey their respective rights under this Agrecment to any Affiliate so long as the
Arranger provides prompt written notice to the Issuer of such assignment, No assignment contemplated by
this Section 8.11 shall be or shall be deemed to be a discharge, rescission, extinguishment, novation or
substitution of this Agreement and this Agreement shall continue to be the same obligation and not 2 new
obligation. Any purported assignment of rights or delegation of obligations in violation of this Section 8.11
shall be null and void, and of no effect.
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8.12  Termination; Survival
This Agreement may be terminated (except as provided in the second succceding sentence):
(8) with the consent of each Party to the termination of this Agreement; or

(b) at any time prior to the Closing by the Arranger in writing, if the Issuer has, or by the
Issuer in writing, if the Arranger has, in any material respect, breached:

(i) any covenant or agreement contained herein; or

(ii) any rcpresentation or wartanty contained herein, and in either case if such
breach has not been cured by the date thirty (30) calendar days after the date
on which written notice of such breach is given to the Party committing such
breach; or

(c) by the Arranger or the Issuer, in writing, if the Closing has not occurred by the Ouiside
Date; provided that neither Party may terminate this Agrcement under this Section
8.12(c) if the failure of such Party to perform its obligations hereunder contributed
materially to the delay in consummating the transaction contemplated to be
consurnimated at the Closing.

In the event this Agreement is terminated for any reason, this Agreement shall have no further effect, exccpt
that;

(d) the obligations of’ Article 7 shall continue for a period of one (1) year thercaflter; and

{(e) the provisions set out in Section 6.2, Section 8.1, Section 8.2, Section 8.3, Scction
8.6(h), Section 8.8, Section 8.10, Scction 8.11, Scction 8,12 and Section 8.13 shall
remain in full force and effect, each shall survive such termination indefinitely;

A termination pursuant to Sections 8.12(b) shall not relicve the breaching party from liability for an uncured
willful breach of any covenant or agreement contained herein.

8.13 Cuirency

Unless otherwise provided, references to “Dollars™ or “$” in this Agreement refer to lawful currency of
Canada and references to “US Dollars” and “US$” in this Agreement refer to lawful currency of the United
States of America, If, in conneclion with any action or proceeding brought in connection with this
Agreement or any resulting judgment or Order, it becomes necessary to convert any amount due hereunder
in one currency (the “first currency™) into another currency (the “second currency™), then the conversion
shall be made at the Judgment Conversion Rate on the first Business Day prior to the day on which payment
is received. If the conversion is not able fo be madc in the manner contemplated by the preceding paragraph
in the jurisdiction in which the action or proceeding is brought, then the conversion shall be made at the
Judgment Conversion Rate on the day on which the judgment is given. If the Judgment Convetsion Rate
on the date of payment is different from the Judgment Conversion Rate on such first Business Day or on
the date of judgment, as the case may be, the party shall pay such additional amount (if any) in the second
currency as may be necessary to ensure that the amount paid on such payment date is the aggregate amount
in the second currency which, when converted at the Judgment Conversion Rate on the date of payment, is

" the amount due in the first currency, together with all costs, charges and expenses of conversion. Any
additional amount owing pursuant to the provisions of this section shall be due as a separate debt and shall
give rise to a separate cause of action and shall not be alfected by or merged into any judgment obtained
for any other amounts due under or in respect of this Agrecment,
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The term “Judgment Conversion Rate® used in this section means the noon rate of exchange for Canadian
interbank transactions in Dollars in the other currency published by the Bank of Canada for the date in

question.
814  Further Assurances

The Parties shall at all times promptly do, make, execute, acknowledge, deliver, or cause to be done, made,
executed, acknowledged or delivered, all such further acts, deeds, agreements and other instruments as may
reasonably be required or desirable to give full force and effect to the terms of this Agrcement and shall
take such steps as may be reasonably within its power to implement the full extent of this Agreement.

[Remainder of Page Intentionaily Left Blank]



year first written above.

. IN WITNESS WHEREOF, the Parties have cxecuted and delivered this Agreement as of the date and

1006963 B.C. LTD.
T T L
Per: . JOET et
Name; Mtk ofar PBealdes

Title: CFo

DEANS KNIGHT CAPITAL MANAGEMENT LTD.

Per:
Name:
Title:

Signature Page to Debenture Purchase Agreement
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IN WITNESS WHEREOF, the Parties have executed and delivered this Apreement as of the date and
year first written above,

1006903 B.C. LTD.
Per:

Name;
Title: e

DEANS KNIG A A EN

Per: _ !
Name: R e
Title: 230N - RIETE O

Signature Page to Debenture Purchase Agreement
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SCHEDULE A

Names of Investors, etc.

Name and Address of Investors

Aggregate Principal Amount of
Debenture to be Purchased on
the Closing Date

Registration Instructions

Deans Knight Income Fund
Suite 1500, 999 West Hastings St.
Vancouver, BC

V6C 2W2

$3,750,000

RBC Investor Services Trust ITF
110952001

DK Strategic Yield Master Fund
11 Dr. Roy’s Drive

Grand Cayman KY1-11107
Cayman Islands

5500,000

Jayvee & Co ITF YTCF6310002

Lockheed Martin Investment
Management Co.

6901 Rockledge Drive, 4 Floor
Bethesda MD, 20817

$5,750,000

Roytor & Co ITF 120028850013

1)
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SCHEDULE B

Permitted Encumbrances

“Permitted Encumbrances™ means the following types of Encumbrances:

(i)

(i)

(ii1)

(iv)

W)

(vi)

(vii)

(vidi)

(ix)

statutory Encumbrances of landlords and Encumbrances of cacriers, warehousemen, mechanics,
suppliers, material mnen, repaitmen and other Encumbrances imposed by law incurred in the
ordinary course of business and Encumbrances for taxes, assessments ot governmental charges or
claims, in either case, for sums not yet overdue or being contested in good faith by appropriate
proceedings, if such reserve or other appropriate provision, if any, as shall be required by GAAP
shall have been made in respect thereof],

Encumbrances incurred or deposits made in the ordinary course of business in connection with
workers’ compensation, unemployment insurance and other types of social sceurity, ot to secure
the petformanee of tenders, statutory obligations, bids, trade contracts, leases, government
conlracts, surety and appeal bonds, performance and return-of-money bonds and other similar
obligations (exclusive of obligations for the payment of boirowed money);

Encumbrances upon specific items of inventory or other goods and proceeds of any Person securing
such Person’s obligations in respect of bankers® acceptances issued or created for the account of
such Person to facilitate the purchase, shipment or storage of such inventory or other goods;

Encumbrances encumbering deposits made to secure obligations arising from statutory, regulatory,
contractual or warranty requirements of the Tssuer, including rights of offset and setoff;

bankers® liens, rights of setoff and other similar Encumbrances existing solely with respect to cash
on deposit in one or more accounts mnaintained by the Issuer, in each case granted in the cndmaty
course of business in favour of the bank or banks with which such accounts are maintained, securing
amounts owing to such bank with respect to cash management and operating account arrangements,
including those involving pooled accounts and netting arrangements; provided, however, that in no
case shall any such Encumbrances secure (either directly or indirectly) the repayment of any
Indebtedness (as such term is defined in the Debentures);

leases or subleases (or any Encumbrances related thereto) granted fo others that do not materially
interfere with the ordinary course of business of the Issuer;

any action, claim, lis pendens, certificate of pending litigation, attachment or judgment
Encumbrances which are being contested in good faith by appropriate proeeedings;

eascments, rights-of-way, restrictions and other similar charges or encumbrances not materialty
interfering with the ordinary course of business of the Issucr;

zonig restrictions, building bylaws, ordinances, regulations, licenses, and other restrictions on the
use of real property or minor irregularities in title thereto, which do not materially impair the use
of such real property in the ordinary course of business of the Issuer and its Subsidiaries or the
value of such real property for the purpose of such business;
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(x) any right of expropriation, access and use and all other similar rights conferred upon or vested in
any Governmental Authority or agency imposed by law not materially interfering with the ordinary
course of business of the [ssuer;

(xi)  any right reserved to or vested in any Governmental Authority or agency by law or by the terms of
any lease, grant or permit to terminate any such lease, grant or permit not materially inferfering
with the ordinary course of business of the Tssuer;

(xil) any vight of first refusal, right of first offer, option, conlract or other agreement to sell an assct
i existing on the date hereof and set forth in Schedule 4 attached hereto; and

(xiii) Encumbrances securing Hedging Obligations entered into for bona fide hedging purposes of the
Issuer not for the purpose of speculation.

B
3
il
i

RETER

EEPETEIT R



43

SCHEDULE 4
DISCLOSURE STATEMENT

This Disclosure Statement is being furnished in connection with the execution and delivery of that
certain Debenture Purchase Agreement (the “Debenture Purchase Agreement”), dated as of December
12, 2014, among 1006903 B.C. Ltd. (the “Isswer”) and Deans Knight Capital Management Ltd. (the
“Arranger™), in its capacity as portfolio manager for certain investors, Capitalized terms used but
otherwise not defined in this Disclosure Statement shall have the same meaning herein as are ascribed
thereto in the Debenture Purchase Agreement,

This Disclosure Statement and the information and disclosures contained herein are intended only
to gualify and limit the representations, warranties and covenants of the Issuer and the Subsidiaries
contained in the Debenture Purchase Agreement, and shall not be deemed to expand in any way the scope
or effect of any of such representations, warranties or covenants,

Disclosure of any fact or item which is disclosed in any Section of this Disclosure Statement shall
be deemed disclosed with respect to any other Section, and shall be deemed to qualify the representations
and warranties in the applicable Section of the Debenture Purchase Agreement, to which the relevance of
such fact or item would be readily apparent on its face to a third party without further investigation or
kinowledge of other facts or circumstances, or the need to exatnine any underlying documentation.

No reference to, or disclosure of, any item, or other matter in this Disclosure Statement shall be
construed as an admission or indication that such item or other matter is material or would reasonably be
expected to have a Material Adverse Effect or that such item or other matter is required to be referred to,
or disclosed in, this Disclosure Statement. No disclosure in this Disclosure Statement relating to any
possible breach or violation of any agreement, law or regulation shall be construed as an admission or
indication that any such breach or violation exists or has actually occurred.



Scction 4.1
Organization and Qualification

Gerler is not registered as a foreign corporation in Illinois. Getler has applied for registration as a
foreign corporation, but the registration process is not yet completed.

Shoes.com is not registered as a foreign corporation in Iilinois and New York. Shoes.com is
registered with the Department of Revenue for sales tax purposes in those jurisdictions,

44



Section 4.2
Subsidiaries and Joint Ventures

The lssuer owns all of the issued and outstanding common stock of SHOEme and A12345,

45
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Section 4.3
Authority Relative to the Debenture Purchase Agreement

Pursuant to the Shareholders’ Agreement dated July 7, 2014 among the Tssuet, Roger Hardy Capital
Corporation Ine, and Pelecanus Investments Ltd. and such other persons to be bound by the Shareholders’
Agreement pursuant to the terms thereof (the “Shareholders’ Agreement”), the consent of Roger Hardy
Capital Corporation Inc. and Pelecanus Investments Lid, is required.



Section 4.5
Authorization

{d) Non-Contravention. See Section 4.7 for required consents.

(dX

i)
Master Services Agreement dated June 29, 2007 between Shoes.com and Channel Advisor
Corporation;

ShopRunner Participation Agreement dated July 16, 2010, as amended February 22, 2013 and June
27, 2014 between Shoes.com and ShopRunner, Inc.;

Assignment and Assumption of Gift Card Liability Agreement dated February 2, 2014 between
Shoes,com and Brown Shoe Services Corporation;

Gift Card Distribution Agreement dated February 2, 2014 hetween Shoes.com and Brown Shae
Services Corporation; '

Gift Card Redemption Agreement dated February 2, 2014 between Shoes.com and Brown Shoe
Services Corporation; and

Administrative Services Agreement dated February 2, 2014 between Shoes.com and Brown Shoe
Services Corporation.

47
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Section 4.6
Capitalization

There is a Secured Convertible Subordinated Promissory Note, dated, July 8, 2014, issued by
Al2345 to Daniel Gerler, in the principal amount of three million US Dollars (US$3,000,000) (the
“Gerler Note”). Atany time and from time to time, Daniel Gerler shall have the right, but not the
obligation, prior to July 8, 2017 to convert, in whole or in patt, the then outstanding principal sum,
together with any unpaid and accrued interest thercon into (i) shares in the capital of the Issuer, ot
(it) such common shares or shares of such other class of the capital of Issuer as are issued in an
initial offering of Issuer’s shares pursuant to a prospecius, registration statement or similar
document filed with relevant securities regulatory authorities or in a reverse takeover,

Also see Section 4, 13(h) of this Disclosure Statement.
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Section 4,7
Consents

Consents are required under the following agreements:

O

o}

The Shareholders’ Agreement,

Amended and Restated Credit Agreement between U.S, Bank National Association and
Gerler dated April 1, 2014 (the “US Bank Credit Agrecment™),

The Gerler Note,
Promissory Nate, dated July 7, 2014, issued by A12345 to the Issuer, in the principal
amount of ten million Dollars (3$10,000,000) and assigned to SHOEme (the

“Intercompany Note™),

Some of Gerler’s soflware licenses may require consent, however such licenses are
immaterial to Gerler’s business,

Additionally, pursuant to the terms of the General Security Agreement dated the date hereof
between Gerler and the Arranger (the “Gerler GSA™), the Arranger shall not have a security
interest in any contract, lease, permit, license, charter ot license agreement covering real or personal
property of any Debtor if under the terms of such contract, lease, permit, license, charter or license
agreement, or applicable law with respect thereto, the grant of a security interest or lien therein is
prohibited as a matter of law or under the terms of such contract, lease, permit, ficense, charter or
license agreement and such prohibition has not been waived or the consent of the other party to
such contract, lease, perimit, license, charter or license agreement has not been obtained, Although
some of the Lease or License Documents require consent to grant a security interest therein, no
such consent has been obtained, and they are therefore excepted from the terms of the Gerler GSA.
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Section 4.8
Liabilifies

See Intercompany Note, and accompanying Securily Agreement, dated July 7, 2014, between
A12345 and the Issuer assigned to SHOEme (the “Intercompany Security Agreement”),
Also see Section 4.13(I) of this Disclosure Statement.

Also see Section 4,15 of this Disclosure Statement.

Letter of Offer dated October 5, 2012 between SHOEMe and the Business Development Bank of
Canada for a loan in the aggregate principal amount of one hundred and twenty-five Dollars
($125,000).

Outstanding Accounts (disputed by SHOEMe):

o Opm Pros
Description: Payment dispute for affiliate management services rendered.
Disputed Amovnt: $5,000

o] Wordstream, Inec.
Description: Payment dispute for Seareh Engine Marketing services rendered.
Disputed Amount: $10,841.91

o Schenker of Canada Limited
Description: Payment dispute for third party logistics services rendered.
Disputed Amount: $4,982.45



(©)
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Seetion 4,10
Intellectual Property

From time 1o time, Gerler becomes aware of the unauthorized use by third parties of product images
and copy from Gerler’s website. Gerler’s practiec is to send cease and desist letters to such third
parties of which Gerler becomes aware,



(a)
(b)
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Section 4,11
Contracts

See disclosures set forth in Sections 4,5 and 4.7 of this Disclosure Statement,

The following Contracts provide for an obligation of Gerler of $250,000 or more per period of
twelve (12) months:

’ Merchant@Amazon Program Agreement between Gerler and Amazon Scrvices LLC,
dated February 12, 2013;

. Office Lease between BOP Met Park LLC (as successor in interest to Met Park East IV,
L.L.C., as successor in interest to Benaroya Capital Company, LL.C) and Gerler dated July
5, 2005, as amended;

) Hosting Services Agreement between Gerler and DataPipe, Inc. dated September 13, 2006,
as amended;

. Master Subscription and Professional Services Agrcement between Gerler and
ExactTarget, Inc. dated May 16, 2011, iGoDigital Services Apreement between Gerler and
iGoDigital Inc. dated May 3, 2011, and ExactTarget Order Form for iGoDigital dated April
2,2014;

. LinkShare Master Scrvices Agreement between Gerler and LinkShare Corporation dated
March 11, 2006, as amended by the Amendment to the Network Order Form and Pricing
Schedule between the parties dated March 29, 2012;

. Supply Chain Management Agreement between Gerler and Network Global Logistics LI.C
dated February 26, 2010, as amended;

. Marketing Services Agreement between Gerler and the Rimm-Kaulman Group dated
August 11, 2010, with addenda; '

. TellApart Platform Agreement between Gerler and TellApart, Inc, dated August 15, 2011;

. Carrier Agreement between Gerler and United Parcel Service effective November 29,
2010, with addenda;

. Merchant Processing Agreement between Gerler and Wells Fargo Merchant Servies LLC
and Wells Fargo Bank, N.A. (collectively, “Wells Fargo™) dated August 15, 2014, as
amended (the “Merchant Processing Agreement”),

® US Bank Credit Agreement;

. Gerler Note; and

. Intercompany Note.



(b)

(e)

93

Section 4,13
Changes

Gerler ended ils employment relationship with Suzie George effective close of business on
September 24, 2014, Suzie George was Gerler’s Vice President of Human Resourees,

The Intercompany Note and the Intercompany Sccurity Agreement were assigned by the Issuer to
SHOEme, pursuant to an assignment and assumption agreement among the Issuer, A12345 and
SHOEme dated November 26, 2014, In connection therewith, SHOEme issued 3,539,948 of its
common shares to the Issuer pursuant o a subscription agreement dated November 26, 2014,

SHOEme will enter into a new employment agreetnent with Sean Clark, its President and Chief
Executive Officer, prior to December 31, 2014,

A12345 will purehase 100% of the stock of Shoes.com, Inc. from the Seller pursuant to the
Acquisition Agreement. In connection therewith, A12345 will issue (a) a promissory note in the
aggregaie principal amount of two million US Dollars (US$2,000,000) and a promissory note in
the aggregate principal amount of four million US Dollars (1J$$4,000,000), each to the Issuer,
which are or will be subordinated pursuant to the Brown Shoe Intercreditor Agreement; (b) one
thousand (1,000) shares in its common steck to the Issuer; and (iii) a convertible subordinated note
to the Seller, bearing interest in accordanee with the terms thereof and convertible into Common
Shares, which is or will be subordinated to the Bank Debt and the Debentures pursuant to the
Intercreditor Agreements.



Section 4.14
Compliance with Issuer Tnstruments and Applicable Laws and Permits

See Section 4.1 of this Disclosure Staternent,
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Section 4.15
Litigation

(a) On September 19, 2013 and January 27, 2014, A12345 received letters from legal counsel to
Semantic Search Technologies LLC (“Semantic”) alleging that U.S. Patent No. 8,244,726
purportedly owned by Semantie “is directly applicable to the customer service functionalities of
the website OnlineShoes.com.”. On February 26, 2014, legal counsel to Gerler sent a response
disagreeing with the assertions and stating that Gerler considers the matters to be closed, To
Gerler’s knowledge, neither Semantic or its legal counsel has responded to such letter.

(a) Outstanding Accounis (disputed by SHOEMe):

L] Opm Pros
Description: Payment dispute for affiliate management services rendered.
Disputed Amount: $5,000

. Wordstream, Inc.
Description: Payment dispute for Search Engine Marketing services rendered.
Disputed Amount: $10,841.91

. Schenker of Canada Limited
Description: Payment dispute for third party logistics services rendered,
Disputed Amount: $4,982.45
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Section 4.16
Einancial Statements

{a) The Consolidated Statements of Financial Position as of September 30, 2014 and the Consolidated
Statements of Loss for the nine month period ended September 30, 2014, each in respect of Gerler
(collectively, the “September Financial Statements™), have been prepared by management, have not
been audited or reviewed by an accounting firm, and do not contain footnotes, The amount stated in
goodwill in the September Financial Statements has not been finalized and is subjeet to adjustment
based on the allocation of the purchase price in respect of the purchase by A12345 of all of the issued
and outstanding stock of Gerler pursuant to the Share Purchase Agreement, dated July 7, 2014
between Daniel Gerler and A12345, which has not been finalized.

{(b) SHOEme’s unaudited Notice to Reader financial statements as at and for the fiscal year ended
December 31, 2013 have not been reviewed by an accounting firm and do not contain footnotes,



&
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Section 4,18
Taxes

See the tax provisions under the Gerler SPA, including, without [imitation, Section 2.9
(Withholding Taxes), Article VI (Indemnification), and Section 7.5 (Tax Matters),



(a)(i)

(a)(i)

(a)(i)
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Seetion 4.19
Employment Agreements and Collective Agrecments

Gerler is governed by the following executive employment agreements:

At-Will Employment Agreement, dated April 12, 2011, between Gerler and David Martine
(VP of Operations),

At-Will Employment Agreement, dated May 1, 2002, between Gerler and Ron Truselo
(Merchandise Manager); and

Apreement Concerning At-Will Employment, Trade Secrets, Inventions, Intellectual
Property, Confidentiality, Non-Competition, and Solicitation, dated April 12, 2011,
between Gerler and Brad Shank (Controller).

SHOEMe is governed by the following executive employment agreements:

Employment Agreement dated January 29, 2013 beiween SHOEme and Sean Clark
(President and Chief Executive Officer);

Employment Agreement dated May 13, 2014 between SHOEme and Matt Fraser {Chief
Operating Officer);

Employment Agreement dated May 13, 2014 between SIIOEme and Aaron Brown (Vice-
President, Merchandising); and

Employment Agreement dated May 26, 2014 between SHOEme and Curtis Peterson {Chief
Marketing Officer).

Change of control agreements (SHOFEme):

Employment Agreement dated January 29, 2013 between SHOEme and Sean Clark
(President and Chief Executive Officer);

Employment Agreement dated May 13, 2014 between SHOEme and Matt Fraser (Chief
Operating Officer);

Employment Agreement dated May 13, 2014 between SHOEme and Aaron Brown (Vice-
President, Merchandising); and

Employment Agreement dated May 26, 2014 between SHOEme and Curtis Peterson (Chief
Marketing Officer).



(a)

(b)
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Section 4.20
Property and Inferests

Leased or Licensed Properties (Gerler):

Gerler and BOP Met Park LLC (as successor in interest to Met Park East TV, LLC, as
successor in interest to Benaroya Capital Company, LLC), Suite 700 and Suite 200 of
Metropolitan Park East Tower, [730 Minor Avenue, Seattle, WA 98101: Office Lease
dated July 5, 2005, as amended by the First Amendment io Lease dated July 2, 2010, as
further amended by the Second Amendment to Lease, dated November 25, 2014:

Gerler and Patricia Bacolas, Trustee of the George J. and Patricia Bacolas Revocable
Living Trust, (008 NE 65th Street, Seattle, WA: Commercial Leasc dated September 1,
2008; '

Gerler and Cutlet Mall Properties LC, Unit 103 inside Northern Supercenter, 116 S,,
Independence Boulevard, Virginia Beach, VA 23462: Agreement of Lease dated May 21,
1986, as amended by Amendment and Extension to Lease dated January 8, 2014;

Gerler and Coliseum Crossing Associations, LLC, 70 Coliseum Crossing, located in
Colissum Crossing Shopping Center (2101 Coliseumn Drive, Hampton, VA 23666):
Shopping Center Lease dated April 18, 1988, as amended by six lease modification
agreements and a Seventh Lease Modification Agreement dated June 30, 2011; and

Gerler and Network Global Logistics, LLC, 1500 Commedity Blvd, Lockbourne, OH
43137: Supply Chain Management Agreement, dated February 26, 2010, as amended by
the First Amendment to Supply Chain Management Agreement, dated February 26, 2010,
as amended by the Second Amendment to Supply Chain Management Apreement, dated
June 29, 2014,

Leased or Licensed Properties (SHOEme),

Lease and Lease Amendment:;
SHOEme and Brookpark Properties Lid,
Suite 102, 104, 204, 206, 207, 1715 Cook Street, Vancouver, BC V5Y 376

Lease and Lease Amendment:
Penlea Investments Ltd. and Kasian Architecture Interior Design and Planning Ltd.
4th Floor, 1500 West Georgia Street, Vancouver, BC V6G 276

Sub Lease:
SHOEMe and Kasian Architecture Interior Design and Planning Ltd,
4th Floor, 1500 West Georgia Sireet, Vancouver, BC V&G 276

Lease:
183 Bathurst Street Inc., and Township & Company Ine.
200 ~ 183 Bathurst Street, Toronto, ON MST 2R7

Sub Lease:
ShoeMe and Township & Company Inc,



200 - 183 Bathurst Street, Toronto, ON M5T 2R7

. Lease:

ShoeMe and Orlando Corporation
6499 Northam Drive, Mississauga, Ontario
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Section 4.21
Personal Property

Pursuant to the Intercompany Security Agreement, SHOEme, as assignee, has a first priotity security
interest in the personal propeity of A12345 which is being subordinated to the security intcrest and
indebtedness held by the Arranger pursuant to the Intercompany Intercreditor Agreement.

Certain vendors of Gerler hold purchase money secutity interests in their products provided to Gerler
in the ordinary course, including under the following:

o] Dealer Agreement between Gerler and Deckers Outdoor Corporation (“Deckers”} dated
February 21, 2002, pursuant to which Deckers has a security interest in all inventory and
equipment. that Gerler has purchased or will purchase from Deckers and in all accounts,
other forms of receivables, documents, instruments, returns and gencral intangibles that are
related in any way to such inventory and equipment;

o] Credit Application Terms and Conditions between Gerler and Rieker Shoe Corporation
(“Riecker”) dated May 3, 2008, pursuant to which Rieker has a security interest in all
products Gerler has purchased or will purchase from Rieker, all such products that are
returned to Gerler, the proceeds arising from the sale or other disposition of such produets
and in any payments under insurance with respect to such products; and

o] Red Wing has a security interest in all inventory and assets of Gerler's Red Wing stores
located in Hampton, Virginia and Virginia Beach, Virginia.

Pursuant to the terms of the Merchant Processing Agreetnent, Wells Fargo has the right to require a
resetve accouwt or other security from the Issuer.

Pursuant to the terms of the Gerler GSA, the Arranger shall nol have a security interest in any
contract, lease, permit, license, charter or license agreement covering real or personal property of any
Debtor if under the terims of such contract, lease, permit, license, charter or license agreement, or
applicable law with respect thereto, the grant of a security interest or lien therein is prohibited as a
matter of law or under the terms of such contract, lease, permit, license, charter or license a greement
and such prohibition has not been waived or the consent of the other party to such contract, lease,
permit, license, charter or license agreement has not been obtained. Therefore, the Arranger will not
have a [irsl-ranking security interest in certain personal property of the Subsidiaries.
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Section 4.23
Related Party Transactions
{(a) See disclosures regarding the Intercompany Security Agreement in this Disclosure Statement.
(b)

*  See disclosures regarding the Intercompany Note and the Intercompany Security Agreement in this
Disclosure Statement.

*  The Issuer and each of its Subsidiaries will complete the transactions contemplated by the Debenture
Purchase Agreement and the Acquisition Agreement, as applicable.



(2)

Seetion 4,24
No Violations

See Sections 4.5, 4,7, 4,11 and 4.13 of this Disclosure Statenient,
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Section 4,25

Pension and Employee Benefits

{(a) Gerler has the following Plans:

401(k) Plan:

64

Plan Name

Plan Type

Covered Employee Groups

Onlineshoes.com 401 (k) Plan
(Fidelity)

401k Retirement Plan

Full time and part time
emplovees, eligible to
participate following 90-day
anniversary,

Health & Welfare Plans:

Plan Name Plan Type Covered Employee Groups
Group Health PPO and QHDHP | Medical All benefit eligible employees.
+ HSA

Delta Dental Dental All benefit eligible employees.
Vision Services Plan Vision All benefit eligible employees,

Sun Life Financial

Life Insurance, AD&D

All benefit eligible employees.

Sun Life Financial

Optional Term Life

All benefit eligible employees.

Flex-Plan Services, Inc.

Flexible Spending Accounts:
Healthcare and Dependent Care

All benefit eligible employees.

Colonial Life

Voluntary Insurance Plans

All benefit eligible employees.

Other Benefit / Compensation Plans:

Plan Name

Plan Type

Covered Employee Groups

Paid Time Off

Vacation and Sick Leave

Full Time and Part Time
employees

Commutet Benefit Assist

Parking Subsidy, Bus/Transit
Pass

Full Time and Part Time
employees

*  Also gee Section 4,19 of this Disclosute Statement,



This is EXHIBIT “B-1" referred to in the Affidavit of
DILLON CAMERON sworn before me at Vancouver
this 27¢ day February, 2017.

Aﬁ/ e

A Commissioner for taklng
idavits within British Columbia
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“Unless perinitted under securities legislation, the holder of this security must not trade the security before
the date that is 4 months and a day after the later of (i) December 12, 2014, and (ii) the date the Issuer
became a reporting issuer in any province or territory.

The obligations of Gerler umder this Debenture are subordinated and postponed io the obligations of Gerler
to the holder of the Bank Debt pursuant to a Subordination, Postponement and Standstill Agreement to be
entered into between the Arranger, on behalf of the Holder, the holder of the Bank Debt and Gerler.”

1006903 B.C, LTD,
(a British Columbia company)

Secured Convertible Debenture

1006503 B.C. LTD. {the “Issuer”) for value received hiereby promises to pay to RBC INVESTOR
SERVICES TRUST ITF 110952001 or such other Person or Persons who may at the time be the registered holder hereof
(the “Holdex”) on June 30, 2017 (the “Maturity Date”), or such earlier date as the Principal Sum may become due subject
to and in accordance with the ferms, conditions and provisions of Schedule “A” hereto, on presentation and surrender of
this Debenture, the Principat Sum of three million and seven hundred and fifty thousand Dollats (Cdn. $3,750,000) in lawful
money of Canada, and in the meantime to pay interest on the Principal Sum outstanding hereunder in like currency at the
Applicable Interest Rate as and from the Issne Date until full and final payment and discharge hereof, Interest accruing due
hereunder shall be calculated daily on the basis of a 365 or 366 day year (as the case may be) and shall be due and payable
monthly in arrears on the last Business Day of each calendar month, the first such payment to fall due on the last Business
Day of the month in which the Issue Date occurs. Any amount of interest not paid when due (including overdue and unpaid
interest), and all interest calculated alter maturity, default, demand and judgment, shail bear interest at the aforesaid rate, be
calculated daily and compounded on the Iast Business Day of each calendar month (by adding such accrued and unpaid
interest to the Principal Sum, the total of which shall then bear interest at the aforesaid rate), and shall be paid without the
necessity for any demand being made. The theory of deemed reinvestment shall not apply to the calenlation of interest or
the payment of other amounts hereunder.

This Debenture is issued upon the terms and conditions as are set out in Schedule “A* hereto, which terms,
conditions and provisions are attached hereto and are incorporated herein and form a part hereof, Unless the context
otherwise requires capitalized expressions herein shall have the meanings provided for in Schedule “A” hereto.

Payment of the Obligations under this Debenture are unconditionally guarantced by the Guarantors as set
forth in Schedule “A” hereto.

IN WITNESS WHEREOF the Issuer and the Guarantors have executed this Dcbenture on
December 12 , 2014  (the “Issue Date”).

By the Issuer: By the Guarantors:

1006903 B.C. Lt‘D. SHOEM?ZCHNOLOGIES LIMITED . GERLER iz:fON, INC.
B By: // :

its:  Cpo its: ";74{* amd  CEO its:  cpe

A12345 HOLE]NGS, INC. SHOES.CO C,

its:  cFe its: " cpo
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SCHEDULE *A"
TO SECURED CONVERTIBLE DERENTURE OF 1006903 B.C, LTD.

The following tetins and conditions are applicable to the secured convertible note of
1006903 B.C. Lid.

ARTICLE 1
INTERPRETATION

1.1 Detiaitions
In this Debenture, unless there is something in the subject matter or context inconsistent:
“90% Redemption Right” has the meaning provided for in Section 3.1(e);
“A12345” means A12345 Holdings, Inc., a Washington, USA corporation;
“Accession Deed” has the meaning provided for in Section 3.8(e);

“Acquisition Agreement” means the stock purchase agreement dated the Issue Date among the Seller, as
seller, A12345, as purchaser, and the Issuer in respect of the purchase and sale of all of the issued and
outstanding shares of capital stock of Shoes,com;

“Adjustment Period” means the period during which this Debenture is Qutstanding;

“Affiliate” means, with respect to any Person, another Person that directly, or inditectly through one or
more intermediaties, Controls or is Controlled by or is under common Control with the Person specified;

“Aggregate Market Capitalization” means, at any date, the amount equal to the product of the Current
Market Price as of the {rading day immediately preceding such date and the number of Common Shares
oulstanding on such date;

“Applicable Interest Rate” at any time means the Interest Rate at such time;

“Applicable Laws” means, with respect to any Person, property, transaction or event, any present or future:
(a) domestic or foreign statute, law (including common aud civil law), treaty, code, ordinance, convention,
1ule, regulation, restrietion or by-law (zoning or otherwise); (b) judgnient, order, writ, injunction, decision,
direction, determination, ruling, decrce or award; (c) regulatory policy, practice, ruling, interpretation,
guideline or directive; or (d) any order, permit, approval, grant, license, consent, right, franchise, privilege,
certificate exemption, waiver, registration or other authorization, binding on or affecting the Person,
propetty, transaction or event referred to in the context in which the term is used in each case whether or
not having the force of law;

“Applicable Securities Laws” means all Applicable Laws of any Governmental Authority relating to the
distribution, issue, transfer, trading or purchase and sale in or of securities, including the rules and
regulations of any stock exchange on which any of the sceurities of the Issuer are listed for trading or to
which the Issuer has made an application (which has not been withdrawn) for the listing of any of its
securities);

“Arranger” means Deans Knight Capital Management Ltd., a corporation governed by the Canada
Business Corporations Act;
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“Bank Debt” mcans Financial Indebtedness of Gerler at any time (a) in the aggregate principal amount of
up to five million US Dollars (US$5,000,000) under the Amended and Restated Credit Agreement dated as
of April 1, 2014 between U.S. Bank National Association and Gerler; or (b) in the aggregate principal
amount of up to seven million and five hundred thousand US Dollars (US$7,500,000) under a credit
agreement to be entered into by Wells Fargo Bank, National Association and Gerler;

“Bank Intercreditor Agreement” means as the context requires, the U.S. Bank Intercreditor Agreements
or the Wells Fargo Intercreditor Agreement;

“BDC Loan” means Financial Indebtedness of SHOEMe in the aggregate principal amount of one hundred
twenty-five thousand Dollars ($125,000) to the Business Development Bank of Canada under a letter of
offer dated October 5, 2012;

“Board” has the meaning provided for in the definition of “Change of Control™;

“Board Observer Agrcement” means the Board Observer Agreement in the form of Exhibit 6.4 of the
Debenture Purchase Agreement;

“Brown Shoe Intercreditor Agreement” means the Subordination, Postponement and Standstill
Agreement among the Arranger, the Seller, the Issuer and each of the Subsidiaries (except for Gerler) dated
the Issue Date, in the form of Exhibit 2.2(a)(ii)(B) of the Debenture Purchase Agreement;

“Business” means the business of the Issuer being the sale and distribution of foolwear to retail customers
through the facilities of the Internet;

“Business Day” means a day (other than a Saturday, Sunday or statutory holiday) on which banks are
generally apen for business in the City of Vancouver, British Columbia;

“Canadian GAATP" means generally accepled accounting principles as may be described in the Canadian
Institute of Chartered Accountants Handbook, including the Canadian Accounting Standards for Private
Enterprises to the extent applicable, and other principal sources recognized from time to time by the
Canadian Institute of Chartered Accountants;

“Change of Control” of the Issuer or any of its Subsidiaries, as applicable, means the occurrence of any
of the following events, other than (i) with the approval of the Arranger on behalf of the Holder, (ii) in
commection with, and at the (iine of completion of, an Initial Public Offering, or (iii) in connection with the
Acquisition Agreement and the transactions contemplated thereby:

(a) any Person or group of Persons acting in concert acquires Voting Shares of the Issuer or any
Subsidiary of the Issuer or securities convertible into or exchangeable for Voting Shares of the
Issuer or any Subsidiary of the Issuer or the right to acquire Voting Shares of the Issuer or any
Subsidiary of the Issuer representing, after such acquisition and after giving effect to such
conversion ol exchange or exercise of such right, more than fifty percent (50%) of the Voting
Shares of the Issuer or any Subsidiary of the Issuer;

(b) (1) all or substantially all of the assets of the Issuer or any Subsidiary of the Issuer are sold or
otherwise transferred to any Person other than a wholly-owned Subsidiary of the Tssuer or (ii) the
Issuer completes a Merger Transaction, in either case under this clause (b), in one transaction or a
series of related transactions which results in the occutrence of the circumstances referred to in
clausc (a) above;
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(c) the Issuer shall adopt a plan of liquidation or dissolution or any such plan shall be approved by the
shareholders of the Issuer; or

(d) in any period of twelve (12) consecutive months, the individuals who are members of the board of
directors (the “Board”) of the Issuer or any Subsidiary of the Tssuer at the beginning of such twelve
(12) month period cease for any reason to constitute at least a majority of the Board unless the
appointment or election of such individuals was approved by members of the Board of the Issuer
or such Subsidiary who were members of the Board of the Issuer or such Subsidiary at the
beginning of sucli period and any successor to any such director who was recommended or elected
or appeinted to succeed any such director by the affirmative vote of the directors when that
affirmative vote includes the affirmative vote of at least a two-thirds (2/3) majority of the directors
then on the Board of the Issuer or such Subsidiary;

*“Change of Control Notice” has the meaning provided for in Section 3.1(a);
“Change of Control Offer” has the meaning provided for in Section 3.1(a);
“Collateral” has the mcaning given thereto in the Security Agrcements;

“Collateral Agency Agreement” means the Collateral Agency Agreement in the form of Exhibit
2.2(a)(i1)(A) of the Debenture Purchase Agreement;

“Common Shares” or “Shares” mcans, subject to Section 4,10(d), the shares of comimon stock in the
capital of the Issuer; .

“Control” means the possession, directly or indirectly, of the power to dircct or cause tle direction of the
management or policies of a Person, whether through the ability to exercise voting power, by contraet or
otherwise and “Controlling” and “Controlled” have meanings correlative thereto;

“Conversion Date” in respect of the ¢xercise by the Holder or the Issuer of a Conversion Right, means the
date on which the Holder gives notice of the conversion of the whole or part of the Principal Sum pursuant
o Section 4.1(¢c) or the date on which the Issuer gives notice to the Holder of the conversion of the whole
or any part of the Principal Sum pursuant to Section 4.1(d); -

“Conversion Period” means the period during which the Holder or the Issuer may exercise the Conversion
Right pursuant to Section 4.1{a);

“Conversion Priec” means, at any time, the price per Common Share at which the Principal Sum shall at
such time be convertible into Common Shares as adjusted in accordance with the provisions of Article 4
which shall initially be the Initial Conversion Price;

“Conversion Right” means the right of the Iolder to convert or of the Issuer to force conversion, as the
case may be, of the whole or any portion of the Principal Sum into Sharcs at the Conversion Price pursuant
to Section 4.1(a),

*Corporate Reorganization™ has the meaning provided in Section 4.10(d);

“Counsel” means a barrister or solicitor or firm of barristers or solicitors retained or employed by the Issuer
and acceptable to the Arranger on behalf of the Holder, acting reasonably;



69
A

“Cuarrent Market Price” means at any date of determination, the Weighted Average Price per Share for
the twenty (20) consecutive Trading Days (sixty (60) Trading Days in the case of the exercise of the Issuer's
Conversion Right) ending on the third (3™) Trading Day preceding the date of determination on the Toronto
Stock Exchange or, if on such date the Common Shares are not listed on the Toronto Stock Exchange, on
such stock exchange upon which the Common Shares are listed and as selecied by the Directors;

“DBRS” means DBRS Limited;

“Debenture” means this Debenture and “Debentures” means secured convertible debentures of the Issucr
in the form of this Debenture in the aggregate principal amount of ten million Dollars ($10,000,000);

“Debenture Guarantee” means the guarantee of each Debenture by the Guarantors pursuant to Axticle 10;

“Debenture Purchase Agreement” means the agreement dated the Issue Date between the Issuer and the
Arranger;

“Defuult” means any event or circumstance, which with the giving of notice ot lapse of time, would
constitute an Event of Default;

“deliver” or any derivative thereof means, actual delivery to the other party ar its professional advisors;
Y p p s

“Demand Note” means the demand promissory note dated as of the date hereof issued by A12345 to the
Issuer-in the aggregate principal amount of four million US Dollars (US$4,000,000);

“Director” means a ditector of the Issuer and, unless otherwise specified herein, reference to action “by
the directors™ means action by the directors of the Issucr as a board or, whenever duly empowered, action
by any committee of such board;

“Disposition” or “Dispasc” means the sale, assignment, lease, conveyance, transfer or other disposition of
property of the Issuer, or any agreement to do any of the foregoing, other than a Permitted Disposition or
in respect of a Permitted Disposition;

“Distribution” means any of the following:

(a) the declaration or payment of any dividend or any other distribution on Equity Interests of the Issuer
or any payment made to the direct or indirect holders (in their capacities as such) of Equity Interests
of the Issuer, including any payment in connection with any Merger Transaction;

(L) the redemption of any Equity Interests of the Issuer or any Subsidiary of the Issuer, including, any
payment in connection with any Merger Transaction;

(c) any Investment other than a Permitted Tnvestment;

(d) any payment of principal of or redemption prior to the scheduled maturity or prior to any scheduled
repayment of principal or sinking fund payment, as the case may be, in respect of any Financial
Indehtedness of the Issuer except Permitted Financial Indebledness;

(e) any payment on accouit of, or for the purpose of setting apart, any property for a sinking or other
analogous Tund for: (i) the purchase, redemption, retirement or other acquisition of Equity Interest
in the Issuer; (if) any principal of or interest or premiwm on or of any amount in respect of a sinking
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or analogous fund or defeasance fund for any Indebtedness of the Issuer ranking in right of payment
subordinate fo any liability of the Issuer under this Debenture; or

) any management, consulting or similar fee or any bonus payment or comparable payment, or by
way of gift or other gratuity, to any Affiliate of the Issuer or to any director or officer thereof other
than as compensation for services rendered to the Issuer or any of its Subsidiaties in the ordinary
course;

“Dollars” and the symbol “$” each means lawful money of Canada;

“Encumbrance” includes any assignment, mortgage, charge, pledge, lien, hypothec, encumbrance,
security interest or insurance securing or in effect securing any obligation, conditional sale or title retention
agreement, contractual deposit, trust deposit, escrow arrangement or other preferential arrangement
whatsoever, howsoever created or arising, whether absolute or contingent, fixed or floating, legal or
equitable, perfected or not, and includes the rights of a fessor pursuant to an operating lease, capitalized
lease or sale leaseback arrangement, any right of set-off and any guarantees or indemnities;

“Environment” means soil, surface waters, groundwater, [and, stream sediments, surface or subsurface
strata and ambient air;

“Environmental Claims™ has the meaning provided in Section 7.2(b);

“Environmental Laws” means all Applicable Laws that address, are related to, or are otherwise concerned
with, the protection of the Environment, health or safety issues (including occupational safety and health);

“Environmental Liabilities” means any and all indebtedness, liabilities and obligations for any Release,
any environmental damage, any contamination or any other environmental problem caused or alleged to
have been caused to any Person, property or the environment as a result of any Release or the condition of
any property or asset, whether or not caused by a breach of Applicable Laws, ineluding all indebtedness,
liabilities and obligations arising from or related to: (i) any surface, underground, air, groundwater, or
surface water contamination; (i) the abandonment or plugging of any well; (iii) restorations and
reclamations; (iv) the removal of or failure to remove any foundations, struetures or equipment; (v) the
cleaning up or reclamation of storage sites; (vi) any Release; (vii) violation of pollution standards; and (viii)
personal injury (including sickness, disease or death) and property damage arising from the foregoing;

“Equity Interests” of any Person means (i) any and all shares or other equity interests (including comnmon
shares, preferred shares, partnership interests, trust interests, limited liability company interests and limited
liability partnership interests) in such Person; and (i) all rights to purchase, warrants or options, including
securities convertible into or exchangeable for, participations or other equivalents of or interests in
(however designated) such shares or other intercsts in such Person (whether or not currently exercisable,
exchangeable or convertible);

“Event of Default” means any event or circumstance specified in Section 6.1, which has not been waived
or cured or remedied;

“Exeess Bid Consideration” has the meaning provided for in Section 4.10(f);
“Excess Distribution™ has the meaning provided for in Section 4.10(e);

“Expiration Time” has the meaning provided for in Section 4.10(f);
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“Financial Indebtedness” of any Person at any date means, without duplication, all Indebtedness of such
Person: (i) for borrowed money (whether or not the recourse of the lender is to the whole of the assets of
such Person or only to a portion thereof); (ii) evidenced by bonds, debentures, Debentures or other similar
instruments; (iii) in respect of financial letters of credit or other similar instruments (or reimbursement
obligations with respect thereto); (iv) to pay the deferred and unpaid purchase price of property or services;
(v) in respect of leases of such Person that are required to be shown as a Hability on the financial statements
of such Person prepared in accordance with GAAP; (vi) secured by an Encumbrance on any property of
such Person, whether or not such Indebtedness is assumed by such Person or the recourse of the holder of
such Indebtedness is limited to such property; (vii) under conditional sale or other title retention agreements
relating to assets purchased by such Person; (viii) in respect of redemption obligations with respect to any
shares of any other Person which are (I) redeemable, retractable, payable or required to be purchased or
otherwise retired or extinguished, or convertible into debt of such Person (A) at a fixed or determinable
date, (B) at the option of any holder thereof, or (C) upon the occwrrence of a condition not solely within the
control and discretion of such Person; or (II) convertible into any other shares described in (1) above; (ix)
to the extent not otherwise included in this definition, Hedging Obligations of such Person; and (x) all
Guarantees of Indebtedness of the type referred to in any of the foregoing sub-clauses (i) to (ix) of another
Person. Notwithstanding the foregoing, the following shall not be considered Financial Tndebtedness: (i)
earn-outs or similar profit sharing arrangements provided for in acquisition agreements which are
determined on the basis of future operating earnings or other similar performance criteria (which are not
determinable at the time of acquisition) of the acquired assets or entities; and (ii) accrued expenses, trade
payables, customer deposits or deferred income taxes arising in the ordinary course of business of such
Person. Any Indebtedness which is incurred at a discount to the principal amount at maturity thereof shall
be deemed to have been incurred at the full principal amount at maturity thereof. For all purpeses hereof,
the Financial Indebtedness of any Person shall include the Financial Indebtedness of any partnership or

joint venture (other than a joint venture that is itself a corporation or limited liability company) in which

such Person is a general partner or a joint venturer, unless such Indebtedness is expressly non-recourse to
such Person;

“GAAP” means Canadian GAAP and/or US GAAP, as the conlext requires;
“Gerler” means Gerler and Son, Inc., a Washington, USA corporation;

“Governmental Authority” means any (i) multinational, federal, provincial, territorial, state, regional,
municipal, local or other government or any governmental or public depattment, (ii) court, tribunal, arbitral
body, statutory body, commission, board, bureau or agency, (iii) sell-regulatory organization or authority,
including any stock exchange on which any securities of the Issuer are listed, (iv) subdivision, agent,
commission, board or authority of any of the foregoing, or {v) quasi-governmental or private body
exercising any regulatory, expropriation or taxing authority under or for the account of any of the forcgoing
and includes a Securities Regulatory Authority;

“Guarantee” means, as to any Person, any obligation, contingent or otherwise, of such Person guaranteeing
or having the economic effect of guaranteeing any Indebtedness payable or perforiable by another Person
(the “primary obligor”) in any manner, whether directly or indirectly, and including any obligation of such
Person, direct or indivect, (i) to purchase or pay (or advance or supply funds for the purchase or payment
of) such Indebtedness, (ii) to purchase or lease property, securitics or services for the purpose of assuring
the obligee in respect of such Indebtedness of the payment or performance of such Indebtedness, (iii) to
maintain working capital, equity capital or any other financial statement condition or liquidity or level of
income or cash flow of the primary obligor so as to enable the primary obligor to pay such Indebtedness,
or (iv) entered into for the purpose of assuring in any other manner the obligee in respect of such
Indcbtedness of the payment or performance thereof or to protect such obligee against loss in respect thercof
(in whole or in part), The amount of any Guarantee shall be deemed to be an amount equal to the stated or
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deteiminable amount of the related primary obligation, or portion thereof, in respect of which such
Guarantee is made or, if ntot stated or determinable, the maximum reasonably anticipated liability in respect
thereof as determined by the guaranteeing Person in good faith, The term “Guarantee” as a verb has a
corresponding meaning;

“Guarantor” means each of SHOEme, A12345, Gerler and Shoes,com;

“Hazardous Substances” mcans any pollutant, contaminant, waste of any nature, hazardous substance,
hazardous material, toxic substance, dangerous substance, dangerous good or other substance that is
prohibited, listed, defined, designated or classified as dangerous, hazardous, radioactive, explosive or toxic
or a pollutant or a contaminant under or pursuant to any applicable Environmental Laws, and specifically
including petroleum and all derivatives thereof or synthetic substitutes therefore and asbestos or asbestos-
containing materials or any substance which is deemed under Environmental Laws to be deleterions to
natural resources or worker or public health and safety;

“Hedging Obligations” of any Person means the obligations of such Person pursuant to (i) any interest rate
swap agreement, interest rate collar agrcemncnt or other similar agreement or arrangement designed to
protect such Person against fluctuations in interest rates, (ii) agreements or arrangements designed to protect
such Person against fluctuations in foreign currency exchange rates in the conduct of its operations, or (iii)
any forward contract, commodity swap agreeinent, commodity option agreement or other similar agreement
or atrangement designed to protect such Person against fluctuations in commodity prices, in each case

_entered into in the ordinary course of business for bone fide hedging purposes and not for the purpose of

spcculation;

“Holder” has the meaning provided for on the first page of this Debenture and its successors and permitted
assigns or the Person or Persons from time to time registered as the holder or holders of this Debenture
pursuant to Section 8.1;

“including”™ means including, without limitation, and shall not be construed to limit any general statement
which it follows to the specific or similar items or matters immediately following it, and “includes™ shall
be construed in a like manner;

“incur” means, with respect to any Indebtedness, incur, create, issue, assume, guaraniee -or otherwise
become directly or indirectly liable, contingently or otherwise, with respect to such Indebtedness, and
“incurrence” has a corresponding meaning;

“Indebtcdness” means all present and future obligations, indebtedness, liabilities, covenants, agreements
and undertakings of a Person howsoever arising, whether direct or indirect, absolute or contingent, matured
or not, extended or renewed, wheresoever and howsoever incurred, including all future advances and
re-advances, and whether the same is from time to tiine reduced and thereafter increased or entirely
extinguished and thereafter incurred again and whether such Person be bound alone or with others and
whether as principal or surety, including all interest, fees, expenses, indemnities and costs;

“Initial Conversion Price” means a price per Common Share that is the lesser of: (i) ten Dollars ($10) or,
if, by January 31, 2015, the Issuer has completed an issuance of Equity Interests for gross proceeds of at
least five million Dollars ($5,000,000), fourteen Dollars ($14); and (ii) the price that is at a thirty percent
(30%) discount to the price per Common Shate paid to the Issuer in the first issuance of Common Shares
by the Issuer next following the Issue Date to a Person whose relationship with the Issuer is not non-arm’s
length (“non-arm’s length” for this purpose having the same meaning as such term has under the Tax Act);
provided that the amounts set forth in this definition are subject to adjustment mutatis mutandis in the same
manner as the Conversion Price is adjusted pursuant to Section 4.10;

©
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“IEnitial Public Offering” means the issue of Common Shares in connection with the Issuer becoming a
“reporting issuer” under Applicable Securities Laws and the listing of the Comtnon Shares on a stock
exchange or a Merger Transaction where the resnlting entity is a “reporting issuer” under Applicable
Securities Laws;

“Intercompany Notes” means Financial Indebtedness of A12345 (i) in the aggregate principal amount of
ten million US Dollars (US$10,000,000) under a secured promissory note dated July 7, 2014 issued by
A12345 to the Issuer, as subsequently assigned to and assumed by SHOEme, as payee, pursuant to an
Assignment and Assumption Agreemnent dated November 26, 2014 among the Issuer, SHOEme and
A12345; (i) in the aggregate principal amount of two million US Dollars (1JS$2,000,000) under a
promissory note dated the date hereof issued by A12345 to the Issuer; and (iii) under the Demand Note,
each as subordinated pursuant to the Brown Shoe Intercreditor Agreement;

“Interest” means interest at the Applicable Interest Rate calculated and payable pursuant to Article 2 on
the Principal Sum and any other amounts owing by the Issuer to the Holder under this Debenture;

“Interest Payment Date” means the last day of each month for so long as this Debenture is outstanding,
and the Maturity Date, provided that in the event that all or any part of the Principal Sum is partially or
totally prepaid at any time other than on an Interest Payment Date, then the date upon which such partial or
total prepayment is made shall be an Interest Payment Date in respect of the amount of such Principal Sum
50 prepaid;

“Imterest Period” means:

(a) the period beginning on (and including) the Issue Date and ending on (and including) the last day
of the month in which the Tssue Date occurs; and

(b) thereafter, successive periods beginning on (but excluding) each successive Interest Payment Date
and ending on (and including} the earlier of the next Interest Payment Date and the Maturity Date;

“Interest Rate” means: (i) a rate of ten per cent (10%) per annum; and (i) while an Event of Default exists,
fifteen per cent (15%) per annun,

“Imvestment” of any Person means: (i) all direet or indirect investments by such Person in any other Person
in the form of loans, advances or eapital contributions or other credit extensions constituting Indebtedness
of such other Person, and ainy guarantee of Indebtedness of any other Person; (ii) all purchases (or other
acquisitions for eonsideration) by such Person of Indebtedness, Equity Interests or other securities of any
other Person; and (iii) all other items that would be classified as investiments on a balance sheet of such
Person prepared in accordance with GAAP,

“Tssue Date™ has the meaning set forth on the first page of this Debenture;

“Issuer” has the meaning set forth on the first page of this Debenture;

“Judgment Conversion Rate” has the meaning provided for in Section 7.4;

“Losses” has the meaning provided for in Séction 7.2(a);

“Material Adverse Change” means any event, occurrence, development after the date hereof or state of

occwrence or state of circumstances or facts that exists at any time on or after the date hereof that has or
had or would reasonably be expected to have a Material Adverse Effect;
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“Material Adverse Effect” means any event, occurrence, development or state of occurrence or state of
circumstances ot facts that has or had or would reasonably be expected to have an effect that, individually
or when taken together with all other events, occurrences, developments or states of occurrence or states of
circumstances or fact is reasonably or would reasonably be expected to be: (i) material and adverse to the
business, condition (financial or otherwise), results of operations or assets or liabilities (actual or
contingent) of the Issuer and its Subsidiarics considered as a whole; (ii} a material impairment of the ability
of the Issuer or any of its Subsidiaries to perform its obligations under any Transaction Document to which
it is a party; (iif) a material adverse effect upon the legality, validity, binding effect or enforceability against
the Issuer or any of its Subsidiaries of any Transaction Document to which it is a party; (iv) a material
adverse effect on the rights or remedios of the Holder in respect of this Debenture or of the Arranger under
the Dcbenture Purchase Agreement or in respect of the Security Agreements; or (v) a material adverse
effect on the value of the Collateral or the ability of the Arranger to exercise its remedies at the times and
in the manner contemplated by the Security Agreements; provided, however, that the term Material Adverse
Effect shall exclude any effect described in sub-clause (i) above resulting from or arising in connection
with: (A) any change in GAAP; (B) any change in the global, national or regional conditions (including the
outbreak of war or acts of terrorism) or in the national or global financial or capital markets, (C) any change
in the business in which the Issuer and its Subsidiaries operate, provided that for the purposes of (B) and
(C) such effect does not primarily relate to (or have the effect primarily relating to) the Issucr and its
Subsidiaries or disproportionately adversely affccts the Issuer and its Subsidiaries compared to other entitios
operating in the business in which the Issuer operates, or (D) the Board Observer Agreement;

“Mauturity Date” has the meaning provided for on the first page of this Debenture;
p pag

“Merger Transaction” means any transaction of merger, amalgamation, consolidation, winding-up, plan
of arrangement, reorganization or reconstruction with any Person or any transaction by way of transfer,
liquidation, sale, lease, disposition or otherwise whereby all or substantially all of the Jssuer's or any
Subsidiary of the Issuer’s undertaking, property or assets would become the property of any other Person,
other than by or between wholly-owned Subsidiaries of the Issuer or the Issuer and such Subsidiaries, other
than in connection with, but not after the completion of, an Initial Public Offering;

“Nel Proceeds™ means proceeds in cash, cheques or other cash equivalent financial instruments, as and
when received by the Person making a Disposition, net of: (i} the direct costs relating to such Disposition
excluding amounts payable to the Issuer or any Affiliate of the Issuer, (ii) sale, use or other transaction
taxes paid or payable as a resuit thereof including income taxcs, and (iii} amounts required to be applied to
repay principal, interest and prepayment premiums and penalties on Financial Indebtedness secured by an
Encumbrance on the property which is the subject of such Disposition;

“Next Trading Day” has the meaning provided in Section 4,10(f);

“Obligations” means any and all Indebtedness of the Issuer to the Holder under this Debenture;
*“QObligor” means each of the Issuer and each Gudrantor;

“Offer Price” has the meaning provided in Section 3.1(a);

“Officers’ Certificate” means a certificate signed by any one of the following officers of the Issuer:
President and Chief Executive Officer, Chief Financial Officer, any Vice-President, Secretary or Treasurer,

“ordinary course of business” or “ordinary course” when used in relation to the taking of any action by
any Person ineans that the action is consistent in its nature, seope and magnitude with the past practices of
such Person and is taken in the ordinary course of the day to day operations of the business of such Person;
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“Outstanding” when used in relation to this Debenture has the meaning provided for in Section 1.6;

“Payment Account” means such account as the Holder may from time to time advise the Issuer in writing;

“Permitted Dispositions” means:

(a)

(b)
(c)

(d)

(e)

Dispositions of inventory, or worn-out, obsolete or other surplus equipment, all in the ordinary
course of business;

Dispositions, non-renewals and exchange properties in the ordinary course of business;

Dispositions which are madc for fair market value and the mandatory repayment in the amount of
the Net Proceeds of such Disposition is made as required by Section 3.2;

Dispositions between wholly-owned Subsidiaries of the Issuer or between the Issuer and such
Subsidiaries, and for greater certainty, includes the transfer by A12345 to the Issuer of the
Shoes.com Domain Naines, subject to the Security Interests in the Security Agreements; or

Dispositions with the consent of the Arranger on behalf of the Holder;

“Permitted Encumbrances” means:

(2)

(b}
{©)

(d)

Security Interests, upon or in any property acquired by the Issuer after the date hereof in the
ordinary course of business, created at the time of such purchase or within sixty (60) calendar days
thereafter to secure the purchase price of such property or 1o secure Financial Indebtedness incurred
soiely for the purpose of financing the acquisition of such property and Security Interests existing
on such property at the time of its acquisition (other than any such Security Interest created in
contemplation of such acquisition), provided that no such Security Interest shall extend to any
property of the Issuer other than the property so aequired;

Encumbrances of the type referred to in Exhibit A attached hereto;

Encumbrances existing as of the date of the Debenture Purchase Agreement and securing each of
the Bank Debt with U.S. Bank National Association, the BDC Loan, the Vendor Take Back Loan,
the Intercompany Notes and the Subordinated Debt; and

Encumbrances securiug the Bank Debt with Wells Fargo Bank, National Association;

“Permitted Financial Indebtedness” means any of the following:

(a)

(b)
(c)

Tinancial Indebtedness incurred under each of the Bank Debt, the BDC Loan, the Vendor Take
Back Loan, the Intercompany Notes and the Subordinated Debt;

Financial Indebtedness represented by the Debentures; and

trade payables and accrued liabilities of the Tssuer and its Subsidiaries incurred in the ordinary
course of business of the Issuer and its Subsidiaties;

“Permitted Investment” of any Person means: (&) loans and advances to directors, employees and ofticers
of the Issuer for bona fide business purposes and to purchase Equity Interests of the Issucr not in excess of
one million Dollars ($1,000,000) at any one time outstanding; (b) cash and cash equivalents; (¢) receivables
owing to such Person if created or acquired in the ordinary course of business and payable or dischargeable
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in accordance with customary trade terns; provided, however, that such trade terms may include such
concessionary trade terms as such Person deems reasonable under the circumstances; (d) Investments in
securities of trade creditors or customers received pursuant to any plan of reorganization or similar
arrangement upon the bankruptcy or insolvency of such trade creditors or customers; (¢) share, obligations
or securities received in settlement of debts created in the ordinary course of business and owing to such
Person or in satisfaction of judgments; and () book based securities, negotiable instruments, Investments
or securities which evidence (i) short term redeemable Investments (having a term to maturity of not more
than one year) issued or fully guaranteed by the Government of Canada or any Province of Canada with a
short term debt rating of “R-1 (mid)” or better by DBRS or “A 1+ by S&P, (ii) demand deposits, term
deposits or certificates of deposit of banks listed in Schedule I of the Bank Aet (Canada), which have a short
term debt rating of “R-1 (mid)” or better by DBRS or “A 1+ by S&P, (iii) commercial paper directly issued
by Schedule 1 Banks having, at the time of the investient therein, a short term debt rating of “R-1 (mnid)”
or better by DBRS or “A 14" by S&P, (iv) call loans to and notes or bankers’ acceptances issued or accepted
by any depository institution described in (if) above and (v) term deposits with an entity, the commercial
paper of which has a rating of “R-1 (mid™) or better by DBRS or “A 1+ by S&P;

“Person” means any individual, firm, partnership, company, corporation or other body corporate,
government, governmental body, agency, instrumentality, unincorporated body or association and the heirs,
executors, administrators or other legal representatives of an individual;

“Prepayment Date™ has the meaning provided in Section 3.4;
“Prepayment Notice” has the meaning provided in Section 3.4;

“Principal Sum” in respect of this Debenture means the amount set forth as the principal sum on the first
page of this Debenture or such lesser principal sum as is owing under this Debenture from time to time, and
in respect of all Debentures means the aggregate of such amounts in respect of all Debentures;

“Relense” has the meaning prescribed in any Environmental Law and includes any sudden, intermittent or
gradual release, spill, leak, pumping, addition, pouring, emission, emptying, discharge, migration, injection,
escape, leaching, disposal, dumping, deposit, spraying, burial, abandonment, incineration, seepage,
placement or introduction of a Hazardous Substance, whether accidental or intentional, into the
environiment; '

“S&P” means Standard & Poor’s Finaneial Services LLC;
“securities” has the meaning ascribed thereto in the Securities Act (British Columbia);

“Sccurities Regulatory Authorities” means the securities commissions or shmilar regulatory authorities in
each of the provinces and territories of Canada and any other applicable jurisdiction;

“Security Agreements” means the: (i) General Security Agreement of the Issuer; (ii) General Security
Agreement of SHOEme; (iii} Security Agreement of A12345; (iv) Security Agreement of Gerler; (v)
Intellectual Property Security Agreeimnent of Gerler; (vi) Trademark Security Agreement of Gerler; (vii)
Security Agreement of Shoes,com; (viii) Intellectual Property Security Agreement of Shoes.com; and (ix)
Control Agreement of Shoes.com, each in substantially the respective forms set out in Exhibit 2.2(b)(ii) of
the Debenture Purchase Agreement;

“Security Interest” means any assignment, mortgage, charge, pledge, lien, hypothec, encumbrance,
security interest or insurance securing or in effect securing any obligation, conditional sale or title retention
agreement, contractual deposit, trust deposit, escrow arrangement or other preferential arrangement
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whatsoever, howsoever created or arising, whether absolute or contingent, fixed or floating, legal or
equitable, perfected or not, and includes the rights of a lessor pursuant to an operating lease, capitalized
lease or sale-leaseback arrangement, any right of set-off and any guarantees or indemnities;

“Seller” means Brown Shoe Investment Company, Inc,;

“Shaveholders’ Agreement” means the Shareholders® Agreement dated July 7, 2014 entered into among
the Issuer, Roger Hardy Capital Corporation Inc., Pelecanus Investments Ltd. and such other persons as
shall from time to time become bound pursuant to the provisions of Section 2.4 thereof, as amended,
supplemented or otherwise modified;

“SHOXme” means SIOEme Technologies Limited, a corporation governed by the Canada Business
Corporations Act;

“Shoes.com” means Shoes.com, Inc., a Delaware, USA cotporation;

“Shocs.com Domain Names” means all right, title and interest in, to and under any domain name
registration or uniform resource locator or URL owned on the date hereof by Shoes.com, including without
limitation, Shhhoes.com, Shoes.com and Sssshoes.com, any trademarks and associated goodwill related to
any such domain name, social media accounts (i.e. Facebook, Twitlet, Pinterest, nstagram, Google+ and
YouTube), and any accounts receivable, Accounts, Instruments, General Intangibles and Payment
Intangibles and contract rights arising from or related to use of such domain name or uniform resource
locator or URL;

“Subordinated Debt” means Financial Indebtedness of A12345 in the aggregate principal amount of seven
million and five hundred thousand US Dollars (US$7,500,000) to the Seller under the convertible
subordinated note dated the Issue Date bearing interest in accordance with the terms thereof and due on
December 12, 2019, or such earlier date pursvant to the terms of such convertible subordinated note, and
convertible into Common Shares at a conversion price of $21.50 per Common Share, subject to adjusiment
as provided for in such convertible subordinated note, secured by the security interests provided in a
guarantee and security agreement dated the Issue Date among the Seller, the Issuer and each of the
Subsidiaries, which Financial Indebtedness is or will be subordinated to the Bank Debt and the Debentures
pursuant to the Bank Intercreditor Agreement and the Brown Shoe Intercreditor Agreement; -

“Subsidiary” or “subsidiary” means: (i) any corporation or company of which at least a majority of the
outstanding securities having by the terms thereof ordinary voting power 1o elect a majority of the board of
such corporation or company is at the time directly, indirectly or beneficially owned or under the Control
of the Issuer; (ii) any partnership of which, at the time, the Issuer directly, indirectly or beneficially owns
or controis at least a majority of the voting interests (however designated) thereof, or otherwise controls
such partnership; and (iii) any other Person of which at least a majority of the voting interests (however
designated) are at the time directly, indirectly or beneficially owned or controlled by the Issuer, and for

- greater certainty, includes Shoes.com;

“Successor Issuer” has the meaning provided in Section 9.1;

“Tax” or “Taxes” means any federal, provincial, state, county, local, or foreign tax, charge, fee, levy,
impost, duty, or other assessment, including income, gross receipts, excise, employinent, sales, use,
consumption, asset, transfer, recording, license, payroll, franchise, severance, documentary, stamp,
occupation, windfall profits, environmental, highway use, commercial rent, customs duty, capital stock,
paid-up capital, profits, withholding, waste water discharge, social security, social security contribution
quotas, housing fund contribution quotas, retirement fund contribution quotas, single business,
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unemployment, disability, real property, personal property, registration, ad valorem, value added,
alternative or add-on minimum, workplace safety insurance board premiums, employment insurance
premiums and deductions, pension plan deductions and contributions, employer health, goods and services,
estimated, or other tax or governmental fee of any kind whatsoever, imposed or required to be withheld by
any Governmental Authority, including any estimated payments relating thereto;

“Total Offer Pricc” has the meaning provided in Section 3.1(a);

“Trading Day” means, with respect to a stock exchange, a day on which such exchange is open for the
transaction of business;

“Transaction Documents” means the Debentures, the Debenture Purchase Agreement, the Collateral
Agency Agreement, the Brown Shoe Intercreditor Agreement, the Security Agreements, the Board
Observer Agreement and, only after execution thercof, the Wells Fargo Intercreditor Agreement and the
1.5, Bank Intercreditor Agreements;

“U.S. Bank Intercrcditor Agrecments” means (a) the Subordination, Postponement and Standstill
Agreement among U.S, Bank National Association, the Arranger and Gerler (as borrower); and (b) the
Subordination, Postponement and Standstill Agreement among U.S, Bank National Association, the
Arranger, the Seller and Gerler (as borrower), each to be entered into after the Closing Date, in a form
mutually agreeable by the parties, each acting reasonably;

“US GAATP” means United States generally accepted accounting principles as established under the
standards of the Financial Accounting Standards Board,

“Vendor Take Back Loan” means Financial Indebtedness of the A12345 in the aggregate principal atnount
of three million US Dollars (US$3,000,000) to Daniel Gerler under a secured convertible subordinated
promissory nole dated July 8§, 2014;

“Voting Shares” with respect to any Person, means securities of any class of shares of such Person entitling
the holders thereof (whether at all times or only so long as no senior class of sharc or other relevant equity
interest has voting power by reason of any contingency) to vote in the election of members of the board of
dircetors of such Person;

“Weighted Average Price” means with respect to a share, the aggregate sale price of all shares of a
particular class sold or traded on an exchange or market, as the case may be, divided by the total number
of shares of that class so sold or traded, during a stated period of time;

“Wells Fargo Intercreditor Agreement” means the Subordination, Postponement, Standstill and
Intercreditor Agreement to be entered into after the Closing Date among Wells Fargo Bank, National
Association, the Arranger, the Sellet and Gerler (as borrower), in a form mutually agreeable by (he pariies,
cach acting reasonably; and

“written conscnt of the Issuer” and “certificate of the Issuer” mean, respectively, a written consent and
certificate signed in the name of the Issuer's President and Chief Executive Officer, Chief Financial Officer,
any Vice-President, Secretary or Treasurer, and may consist of one ot more instruments so executed,

1.2 Headings, Etc,

The division of this Debenture into Articles and Sections and the insertion of headings are
for convenience of reference only and shall not affect the construction or interpretation of this Debenture.
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1.3 Monetary References

Unless otherwise provided, references to “Dollars” or “$” in this Debenture refer to lawful
currency of Canada and references to “US Dollars™ and “US$” in this Debenture refer to lawful currency
of the United States of America.

1.4 Consents and Approvals

It shall be a condition hercof that any consent ot approval of the Holder required hereby
shall be obtained in writing priot to the event for which it is required and any such consent or approval may
be given or withheld by the Holder in the Holder's sole and unfettered discretion.

1.5 Expanded Meahings

Unless the context requires otherwise, (a) the definitions of terms herein shall apply equally
to the singular and plural forms of the terms defined, (b) any pronoun shali include the corresponding
masculine, feminine and neuter forms, (c) any definition of or reference to any agrecment, instrument or
other document shall be construed as referring to such agreement, instrument or other document as from
time to time amended, supplemented or otherwise modified (subject to any restrictions on such
amnendments, supplements or modifications set forth herein or in any other Transaction Document) in
accordance with the terms hereof and thercof, (d) any reterence herein to any Person shall be construed to
include such Person’s successors and permitted assigns, (e) the words “herein®, “hereof” and “hereunder”,
and words of similar import, when used in any Transaction Document, shall be construed to refer to such
Transaction Document in its entirety and not to any particular provision thereof, (f) all references in a
Transaction Document to Articles, Sections, Exhibits and Schedules shall be construed to refer to Articles
and Sections of, and Exhibits and Schedules to, this Dcbenture or the other Transaction Document in which
such references appear, (g) any reference to any Applicable Laws shall include all statutory and regulatory
provisions consolidating, amending, replacing or interpreting such Applicable Laws and any veference to
any Applicable Laws shalfl, unless otherwise specificd, refer to such Applicable Laws as amended, modified
or supplemented from time to time, (h) the words “asset” and “property” shall be construed to have the
same meaning and effect and to refer to any and all tangible and intangible assets and properties, including
cash, sceurities, accounts and contract rights, (i) the words “include”, “includes™ and “including™ shall be
deemed to be followed by the phrase “without limitation”, (j) the word “will” shall be construed to have
the same meaning and effect as the word “shall”, and (k) in the event that any day on or before which any
action is required to be taken hereunder is not a Business Day, then such action shall be required to be taken
on or before the requisite time on the next succeeding day that is a Business Day.

1.6 Interpretation of *Outstanding”
This Debenture shall be deemed to be Cutstanding until the [ater of the date on which:

(2) moneys for the payment of the Principal Sum, interest and all other amounts owing to the Holder
hereunder shall have been fully, finally and indefeasibly paid to the Holder; and

(b) the Obligations shall have been duly performed as herein contemplated, or otherwise discharged to
the satistaction of the Holder.

1.7 Generally Accepted Accounting Principles

All financial statements required to be furnished by the Issuer to the Holder hereunder shall
be prepared in accordance with GAAP, Each accounting term used in this Debenture, unless otherwise
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defined hetein, has the meaning assigned to it under GAAP. Reference to any balance sheet item, statement
of income and retained earnings item or statement of cash flows or changes in cash position itern means
such item as computed from the applicable financial statement prepared in accordance with GAAP,

ARTICLE 2
INTEREST PAYMENTS AND PAYMENTS

2.1 Interest on Principal Sum

The Issuer shall pay interest to the Holder on the Principal Sum at a per annum rate of
interest equal to the Interes( Rate. Such Interest shall accruc as and from the Issue Date and shall be payable
in arrears on each Interest Payment Date for the Interest Period which includes such Tnterest Payment Date,
and shall be caleulated on a daily basis and on the basis of the actual number of days efapsed in a year of
365 or 366 days, as applicable.

2.2 Payment of Interest

The Issuer shall pay Interest, on each Interest Payment Date by causing to be deposited an
amount equal to Interest accrued and unpaid to and including such Interest Payment Date in immediately
available funds to the Payment Account.

2.3 Calculation and Payment of Overdue Interest

The Issuer shall pay Interest on all overdue payments in connection with this Debenture
from the date any such payment becomes due or if no date for the payment of the same is expressly provided
for herein, when payment of the same is demanded by the Holder and for so long as such amount remains
overdue. Amounts of Interest not paid when due (including overdue and unpaid Interest), and all Interest
calculated after maturity, default, demand or judgment, shall bear interest at the Applicable Intercst Rate
from time to time, to be calculated daily and compounded on the Interest Payment Date that such interest
was to be paid (by adding such acerued and unpaid interest to the Principal Sum, the total of which shall
then bear interest at the aforesaid rate), and shall be paid without the necessity for any demand being made.

2.4 Waiver

To the extent permitted by Applicable Laws, any provision of the Cowrt Order Interest Act
(British Columbia) and the fnterest Act (Canada), which restricts the rate of interest on any judgment debt,
shall be inapplicable to this Debenture and is hereby waived by the Issucr,

1.5 Interest Generally

The theory of deemed reinvestment shall not apply to the calculation of Interest or payment
of fces or other amounts hereunder, notwithstanding anything contained in this Debenture, and all Interest
and fees payable by the Issuer to the Holder shall accrue from day to day and be computed as described
herein in accordance with the “nominal rate’ method of interest calculation.

2.0 Limitation on Interest Payments

None of the terms and provisions hereof will be construed or interpreted to require the
Issuer to pay, nor shall the Issuer be required to pay, for the use, forbearance or detention of money in
excess of the maximum amount of Interest permitted fo be contracted for, charged, or received by
Applicable Laws from time fo time in effect. The Tssuer shall never be liable for or be required to pay any
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amount for Interest in excess of the maximum amount that may be lawfully contracted for, charged, or
received under Applicable Laws from time to time in effect, and the provisions of this Section 2.6 shall
control over all other provisions hereof which may be in conflict or apparent conflict herewith, If (a) the
maturity of any Obligation is accelerated for any reason, (b} any Obligation is prepaid and as a result any
amounts held fo constitute interest under Applicable Laws are deterinined to be in excess of the legal
maximum, or {¢) the Holder shall otherwise collect moneys which are determined to constitute interest
which would otherwise increase the inferest on any or all of the Obligations to an amount in excess of that
permitted to be charged by Applicable Laws then in effect, then all suns determined to constifute interest
in excess of such legal Hmit shall, without penaity, be promptly applied to reduce the then outstanding
Principal Sum or, at the option of the Holder, promptly returned to the Issuer or the other payor thercof
upon such determination. In determining whether or not the intercst paid or payable, under any specific
circuinstance, exceeds the maximum amount permiited under Applicable T.aws, the Holder shall to the
greatest extent permitted under Applicable Laws (i} characterize any non-principal payiment as an expense,
fee or premium rather than as interest, (ii) exclude voluntary prepayments and the effects thercof, and (iif)
amortize, prorate, allocate, and spread the total amount of interest throughout the entire contemplated term
of the instruments evidencing the Obligations in accordance with the amounts outstanding from time to
time theteunder and the maximum legal rate of interest from time to time in effect under Applicable Laws
in order to lawfully contract for, charge, or receive the maximum amount of interest permitted under
Applicable Laws,

2.7 Time, Place and Currency of Payment

Payments of the Principal Sum and Interest and all other amounts payable by the Issuer
pursuant to this Debenture shall be paid in Canadian Dollars for value at or before 2:00 p.m. (Vancouver,
B.C. time) on the day such amount is due. If any such day is not a Business Day, such amount shall be
deemed for all purposes of this Debenture to be due on the immediately preceding Business Day, All
payments shall be made to the Payment Account.

2.8 Security for Obligations
The Issuer acknowledges that the Obligations are secured by the Security Agreements,
2.9 Payments Pro Rata

The Issuer shall not make any payiment of the Principal Sum or Interest on this Debenture
(including by the issuance of Common Shares pursuant to Section 3.7) or purchase this Debenture in whole
or in part unless the Issuer pays an amount on, ot issues Cormmon Shares, or purchases, all other Debentures
in the same propostion to the Principal Sum of each other Debenture as the payment made on or the number
of Common Shares issued or, purchase price paid of, this Debenture bears to the Principal Sum, and any
payment or isste of Common Shares to or received by the Iolder in excess of the amount or number
provided for in this Section 2.9 shall be received by and held by the Holder in trust for the Persons who are
the holders of the other Debentures and shall be paid or delivered over to the lssuer or a Person representing
the Issuer for payment or delivery to such Persons in proportion to the Principal Sums of the Debentures
held by such Persons,

2.10 Repayment at the Maturity Date

The Issuer shall repay the Principal Sum in full, together with all accrued and unpaid
Interest then outstanding hereunder, as well as any and all other Obligations, on the Maturity Date.
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ARTICLE 3
PURCHASE AND REPAYMENT BY THE ISSUER

Offer to Puxchase on Change of Control

Upon the occurrence of a Change of Control, and subject to the provisions and conditions

of this Section 3.1, the Issuer shall be obligated to offer to purchdse this Debenture and all other Debentures,
The terms and conditions of such obligation are set forth below:

(@)

(b)

(c)

(d)

(e)

Within thirty (30) calendar days following the occutrence of a Change of Control, the Tssucr shall
deliver to the Holder at the address set forth in Section 11.4 a notice stating that there has been a
Change of Control and specifying the circumstances surrounding such event (a *Change of
Control Notice™) together with an offer in writing (the “Change of Control Offer”) to purchase
this Debenture made in accordance with the requirements of Applicable Securities Laws (provided
that, for greater certainty, the Issuer shall use the Issuer's commercially reasonable efforts to obtain
all requisite regulatory consents and to comply with Applicable Securities Laws in connection with
the receiving and completion of such Change of Control Offer) at a price equal to one hundred and
one percent (101%) of the Principal Sum outstanding at the time of the Change of Conirol (the
“Offer Price”) plus accrued and unpaid Interest on this Debenture up to, but excluding, the date of
payment of the Offer Price to the Holder (collectively, the “Total Offer Price™), which Change of
Control Offer must be open for not less than twenty (20) calendar days {or such lesser period as
may be agreed to by the Arranger on behalf of the Holder).

If the Holder or the Arranger on behalf of the Holder has accepted the Change of Control Offer,
this Debenture shall become due and payable at the Total Offer Price on the fifth (5") Business
Day following the date of expiry of the Change of Control Offer, int the same manner and with the
same effect as if it were the Maturity Date specified in this Debenture, anything therein or herein
to the contrary notwithstanding, and from and after such date of expiry of the Change of Conirol
Offer, if the Issuer has paid or caused to be paid to the Holder the Total Offer Price on the fifth (5%)
Busincss Day following the date of expiry of the Change of Control Offer, this Debenture shall be
deemed purchased and cancelled and the Issuer shall have no further obligations in relation thereto.

If the Holder has accepted the Change of Control Offer, but the Holder shall fail on-or before the
date of expiry of the Change of Control Offer to surrender this Debenture or shall not within such
time accept the full payment of the Total Offer Price, or give a receipt therefor, if any, money in an
amount equal to the Total Offer 'rice may be set aside in trust in an account at a Canadian chartered
bank listed in Schedule I to the Bank Act (Canada), and such setting aside shall for all purposes be
deemed a payment to the Holder of the sum so set aside and the Holder shall have no other right
except to receive payment of the moneys so paid and deposited, upon surrender and delivery up of
this Debenture.

The Issuer's obligation to make a Change of Control Offer will be satisfied if a third party makes
the Change of Control Offer in the manner and at the times and otherwise in compliance with the
requiremchts applicable to a Change of Control Offer to be made by the Issuer and purchases the
Debenture for the Total Offer Price under the Change of Control Offer.

If holders of ninety percent (90%) or more in aggregate Principal Sum of Debentures outstanding -
on the date the Issuer provides the Change of Control Notice and Change of Control Offer have
accepted the Offer on the expiration thereof, the Issuer has the right and obligation upon writien
notice to the remaining Holders within ten (10) Business Days following the expiration of the
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Change of Control Offer, to repay and shall repay the remaining outstanding Debentures on the
gxpiration of the Offer at the Total Offer Price (the “90% Redemption Right™),

() The notice to each holder of Debentures that did not previously accept the Offer will state that:

(i) the Issuer has exercised the 90% Redemption Right and is repaying the Principal Sum of
all Debentutes effective on the expiry of the Change of Control Offer at the Total Offer
Price, and shall include a calculation of the amount and type of consideration payable to
such holders as payment of the Total Offer Price;

(if) each such holder must surrender their Debentures to the Issuer on the same terms as those
holders that accepted the Change of Control Offer within ten (10) calendar days after the
sending of such notice; and

(itiy  the rights of such holder under the terms of this Debenture shall cease effective as of the
date of expiry of the Change of Control Offer provided the Issucr pays the Total Offer Price
to, or to the order of, the such holder and thereafter the Debentures shall not be considered
to be Outstanding and such holder shall not have any right except to receive such holder’s
Total Offer Price upon surrender and delivery of this Debenture.

(g) If the Holder accepts the Change of Control Offer or if the Issuer exercises the 90% Redemplion
Right, the Principal Sum and any unpaid Interest thereon becomes due and payable at the Total
Offer Price on the date of expiry of the Change of Control Offer, in the saine manner and with the
same effect as if it were the Maturity Date, anything therein or herein to the contrary
notwithstanding, and from and after such date of expiry of the Change of Control Offer, if the
maneys to pay the Total Offer Price shall have been paid this Debenture shall not be considered as
outstanding and interest upon the Principal Sum of this Debenture shall cease,

(h) If this Debenture is purchased under this Section 3.1, it shall be cancelled and no debenture shall
be issued in substitution therefor.

3.2 Dispositions

If the Issuer or any of its Subsidiaries at any time, or from time to time, makes or agrees to
make a Disposition, then (a) the Issuer shall promptly notify the Holder by written notice to the address set
forth in Section 11.4 of such proposed Disposition (including the amount of the estimated Net Proceeds to
be received by the Issuer in respect thereof} and (b) promptly upon receipt by the Issuer of the Net Proceeds
of such Disposition, the Issuer shall deliver, or cause to be delivered, such cxeess Net Proceeds to the IHoider
and the holders of the other Debentures (each in the proportion of the Net Proceeds as determined pursuant
to Section 2.9); the whole be applied by the Holder in payment; (i} firstly towards Interest accrued and
unpaid to the date of receipt of such funds by the Holder and then (ii) as a repayment of the Principal Sum
of this Debenture.

3.3 Prepayment

The Principal Sum shall not be prepayable by the Issuer at any time before the Maturity
Date, except in the event of the satisfaction of ccrtain conditions after a Change of Control has occurred in
accordance with Section 3.1 or to the extent permitted pursuant to this Section 3.3.

Subject to Sections 2,9 and 3.8, the Principal Sum may be repayable prior to the Maturity
Date at any time, in whole but not in part, at the option of the Issuer, upon payment of the Principal Sum,
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together with accrued and unpaid Interest thereon to but excluding the Prepayment Date, (&) in cash or (b)
in Common Shares at the Conversion Price in effect at the close of business on the Business Day
immediately preceding the Prepayment Date.

3.4 Prepayment Notice and Officers® Certificate

Notice of intention to prepay the Principal Sun (4 “Prepayment Notice) prior to the
Maturity Date shall be given by or on behalf of the Issuer to the Holder at the address set foith in Section
11.4 not more than ninety (90) calendar days and not less than sixty (60) calendar days prior to the date to
be fixed for prepayment (a2 “Prepayment Date™), in the manner provided in this Section 3.4, The
Prepayment Notice shall be substantially in the form set out in Schedule “A” hereto. Every Prepayment
Notice shall specify: (a) the Prepayment Date; (b) whethet the amount to be prepaid will be paid in cash or
in Common Shares in accordance with Section 3,7; and (c) that ail Intercst on the Principal Sum shall ceasc
as of and after such Prepayment Date and the right to convert the Principal Sum into Common Shares will
terminate and expire at the close of business on the Business Day immediately ptior to the Prepayment
Date, unless the Issuer shall make default in the payment of Principal Sum and Interest accrued thereon on
the Prepayment Date, and shall have attached thereto an Officers’ Certificate certifying that the Cutrent
Market Price as at the Trading Day ending three (3) Trading Days before the date of the Prepayment Notice
was not less than one hundred and seventy-five percent (175%) of the Conversion Price,

35 Principal Sum Due on Prepayment Dates

Upon the provision of a Prepayment Notice, the Principal Sum shall therenpon be and
become due and payable on the Prepayment Date in the saime manner and with the same effect as if it were
the Maturity Date, anything therein or herein to the contrary notwithstanding, and from and after the
Prepayment Date, if the moneys necessary to prepay the Principal Sum have been paid, the Principal Sum
shall not be considered as Qutstanding hereunder and Interest upon the Principal Sum shall cease.

3.0 Surrender of Debentures for Cancellation

If the Principal Sum is to be repaid before the Maturity Date, the Holder must surrender
this Debenture or cancellation and the Issuer shall pay or cause to be paid the Principal Sum and Interest
accrued and unpaid thereon and upon such surrender and payment this Debentute shall be cancelled by the
Issuer and no debenture shall be issued in substitution therefor.

3.7 Optional Conversion at Maturity

Subject to Sections 2.9 and 3.8, the Issuer, at its option, may elect to satisfy all of its
obligations to pay the outstanding Principal Sum on the Maturity Date by issuing and delivering to the
Holder on ot prior to 8:30 a.mn. (Vancouver, BC time) on the Maturity Date: (a) that number of fully paid,
non-assessable Common Shares obtained by dividing the Principal Sum by eighty-five percent (85%) of

" the lesser of! (i) the Current Market Price of the Common Shares on the third (3™) Trading Day immediately

preceding the Maturity Date; and (it) the closing price of the Cominon Shares on The Toronto Stock
Exchange or such other stock excliange in the United States selected in good faith by the directors on such
third (3™) Trading Day preceding the Maturity Date and (b) with payment in cash of any acerued and
unpaid Interest, provided that the Issuer has provided (x) written notice to Holder not more than sixty (60)
calendar days and not less than forty (40) calendar days prior to the Maturity Date of its intention to repay
the Principal Sum by issuing and delivering Common Shares in accordance with this Scction 3.7 and {y) an
Officers’ Certificate attesting to such Current Market Price in the case of (i) above,



85
A-20

3.8 . Conditions to Prepayment or Optional Conversion

The Issuer shall not repay the Principal Sum at any time (in cash or by means of issuing
Common Shares) pursuant to Section 3.3 or convert the Principal Sum into Common Shares at Maturity
pursuant to Scction 3.7, unless: '

(a) no Default has occurred and is continuing and the Issuer has delivered an Officers’ Cettificate to
such effect to the Holder;

(b) the Common Shares are listed on cither The Toronto Stock Exchange, any stock exchange in United
States or any other stock exchange approved by the Arranger on behalf of the Holder,

(c) all approvals under Applicable Securities Law in connection with the issuance of any such
Common Shares have been obtained, if required, at the Tssuer’s expense thal allow such Common
Shares to be immediately traded free of hold periods or other re-sale restrictions under the
Applicable Securities Laws where the Common Shares are distributed,

{d) the Holder shall have received an opinion from Counsel in the form attached hereto as Exhibit
3.8(d), at the Issuer’s expense, that the condition specified in Section 3.8(c) has been satisfied; and

(e) if the Holder has been approved to enter into the Shareholders® Agreement with the prior written
consent of the Issuer, which consent not to be unreasonably withheld, the Holder has entered into
the Accession Deed to the Shareholders’ Agrcement (the “Accession Deed”), which shall be
acknowledged and agreed to by the Issuer and the Shareholders (as defined in the Shareholders’
Agreement), substantially in the form attached hereto as Exhibit 3.8(e) in conneclion with the
proposed issuance and delivery of such Common Shares,

3.9 Issuer to pay Costs

All costs and expenses associated with the issuance and delivery of Common Shares
pursuant to Sections 3.7 or 4.1(a)(ii) shall be borne exclusively by the Issuer,

3.10 No Other Prepayment of Debentures
The Issuer shall not, except as herein provided, prepay the Principal Sum or any part
thereof,
311 Purchase by the Issuer
{a) Subject to Section 2.9, the Issuer may, at any time and from time to time, at the Issuer's option,
purchase this Debenture for cancellation by tender or by private contract, at any price agreed to by
the Holder.
(b) . The Issuer may not purchase this Debenture by private contract if a Default has occurred and is
continuing,
ARTICLE 4
CONVERSION OF DEBENTURE BY HOLDER
4.1 Conversion Right

(a) Upon and subject to the terms and conditions of this Article 4:
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the Holder shall have the right, at the Holder's option, at any time and from time to time
prior to 4:30 p.n. (Vancouver, BC time) on the last Business Day prior to the Maturity
Datle, to convert the Principal Sum, in whole or in whole muitiples of one thousand Dollars
($1,000), into fully paid and non-assessable Common Shares at the Conversion Price in
effect on the Conversion Date; and

subject to Section 3.8, provided the Current Market Price at the Prepayment Notice Date
is at least one hundred and seventy-five percent (175%) of the Conversion Price then in
effect, the Issuer shall have the right to require the conversion of the Principal Sum, in
wholg, into fully paid and non-assessable Common Shares at the Conversion Price in effect
on the Business Day immediately preceding the Prepayment Date,

The Conversion Right shall entitle the Holder to receive (i) Common Shares; and (i) payment of
all accrued and unpaid Interest to and including the Conversion Date on the Principal Sum so
converted and any other amount then payable by the Issuer to the Holder under this Debenture up
to and including the Conversion Date.

The Holdetr may exercise the Conversion Right by surrendering to the Issuer during the Conversion
Period this Debenture with:

(D

(if)

a duly completed and executed exercise notice, specifying the following:

{(A) the Principal Sum in respect of which the Conversion Right is being exercised by
the Holder;

I4E)] the address where the new Debenture, if any, representing the unconverted portion
of this Debenture is to be sent; and

(©) the number of Common Shares of which the Holder and its Affiliates are currently
the beneficial owner; and

if the Holder has been approved to enter into the Shareholders® Agreement with the prior
written consent of the Issuer, which consent not to be unreasonably withheld, a duly
completed and executed Accession Deed, provided that upon the Holder providing the
Issuer with such Accession Deed, the Issuer and the Shareholders (as defined in the
Shareholders® Agreement) will execute and deliver an executed counterpart of such
Accession Deed to the Holder.

~ The Tssuer may exercise the Conversion Right by delivering a notice to the Holder specifying the

following:

(0

(if)

the Principal Sum in respect of which the Conversion Right is being exercised by the Issuer;
and :

the number of Cotmmon Shares which the Holder will acquire as a result of the exercise of
the Conversion Right by the Tssver (being not more than those which the Holder is entitied
to acquire.
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4.2 Effect of Exercise of Conversion Right
(a) Upon the exercise of the Conversion Right pursuant to Section 4.1, the Shares subscribed for shall

be deemed to have been issued on the Conversion Date and the Holder shall be deeined to have
become the Holder of record of such Shares on the Conversion Date unless the transfer registers of
the Issuer shall be closed on such date (including by application of any Applicable Laws), in which
case the Shares subscribed for shall be desmed to have been issued and the Holder deemed to have
become the holder of record of such Shares, on the date on which such transfer registers are first
reopened.

(b) Within five (5) Business Days after the Conversion Date, the Issuer shall cause to be delivered to
the Holder, a share certificate for the appropriate number of Shares to be issued by the Issuer upon
the exercise of such Conversion Right together with payment of all accrued and vnpaid Interest to
and including the Conversion Date on the Principal Sum so converted and any other amount then
payable by the Issuer to the Holder under this Debenture up to and including the Conversion Date;
provided that the Holder simultaneously surrenders this Debenture for cancellation, in whole or in
part, as applicable.

4.3 Partial Exercise of Conversion Right; Fractions

(a) The Holder may elect fo convert, and the Issuer may elect to require the conversion of, less than
the whole Principal Sum {(in whole multiples of one thousand Dollars ($1,000)), in which case the
Iolder upon such exercise shall, in addition, be entitled to receive, without charge therefor, a new
Debenture in respect of the balance of the Principal Sum which is not converted.

(b) Notwithstanding anything herein contained including any adjustment provided for in Section 4.10,
the Tssuer shall not be required, upon the exercisc of the Conversion Right, to issue fractions of
Shares or to distribute certificates which evidence fractional Shares. In lieu of fractional Shares,
the Issuer shall pay to thc Holder within five (5) Business Days after the date upon which the
fractional Shares would otherwise have heen deemed to have been issued pursuant to Section 4.2,
aip amount i Canadian Dollars equal to the Current Market Price of the Shares on such date
multiplied by an amount equal to the fractional interest of Shares the Holder would otherwise have
been entitled to receive upon such exercise, provided that the Issuer shall not be required to make
any payment, calculated as aforesaid, that is less than five Dollars ($5.00).

4.4 Cancellation and Destruction of Debenture

Any portion of this Debenture converted under this Article 4 shall forthwith be cancelled
by the Tssuer and no debenture shall be issued in substitution for the portion so cancelled.

4.5 Expiration of Conversion Right

Immediately after the Maturity Date, the Conversion Right shall eease and terminate with
respect to any amount of the Principal Sum which has not been converted except to the extent that the
Holder has not received certificates representing the Shares issued upon exercise of the Conversion Right,
in which instance the Holder's rights hereunder shall continue until the Holder has received such certificates.

4.6 Listing of Common Shares

Upon the Tssuer making application to list or post the Common Shares for trading on any
stock exchange, the Issuer will include in such application the listing of the Common Shares to be issued
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upon the conversion of the whole of the Principal Sum into Common Shares, and will use reasonable
commercial efforts to obtain the approval or acceptance of such application, and pay all fees payable to
such stock exchange in respeet of the listing or posting for trading of such Common Shares,

4.7 Securities Restrictions

Notwithstanding anything herein contained, Shares will only be issued pursuant to the
Conversion Right in compliance with Applicable Securities Laws, and without limiting the generality of
the foregoing, the certificates representing the Shares to be issued upon the exereise of the Conversion Right
will bear such legend as may, in the opinion of Counsel to the Issver, be required under Applicable
Securities Laws, provided that if, at any time, such legends are no longer necessary m order to avoid a
violation of any such laws, and the holder of any such legended certificates provides the Issuer with an
opinion of counsel satisfactory in form and substance to the [ssuer to the effect that such holder is entitled
to sell or otherwise transfer such Shares in a transaction in which such legends are not required, such
legended certificates may thereafter be surrendered to the Issuer in oxchange for certificates which do not
bear such legend,

4.8 Holder not a Shareholder

Nothing in this Debenture shall, in itself, confer or be construed as conferring upon the
Holder any right or interest whatsoever as a shareholder of the Issuer, including, but not lirnited lo, the right
to vote at, to receive notice of, or lo attend, meetings of shareholders or any other proceedings of the Issuer,
or the right to receive dividends and other distributions from the Issuer in respect of Shares.
4.9 Charges for Exchange or Transfer

The Issuer will from time to time promptly pay or make provision satisfactory to the Holder
for the payment of any and all Taxes which may be impased by Applicable Law with respect to the issuance
or delivery of the Shares to the Holder, upon the exercise of the Conversion Right.

4.10 Adjustment of Conversion Price

The Conversion Price in cffect at any date shall be subject to adjustment from time to time

as foliows:
(a) if and whenever at any time during the Adjustment Period, the Issuer shall;
(i) subdivide, re-divide or change the Issuer's outstanding Common Shares into a greater
number of shares;
(i) reduce, combine or consolidate the Issuer's outstanding Common Shares into a smaller

nuinber of shares; or

(iil)  distribute Cominon Shares by way of dividend, or issue Common Shares or securities
exchangeable into or convertible for, or having rights to acquire, Common Shares at a price
per Common Share less than the Conversion Price, to (he holders of ail or substantially ali
of the outstanding Common Shares;

the Conversion Price in effect on the effective date of such subdivision, re-division, change,
reduction, combination, consolidation or distribution, as the case may be, shall in the case of the
events referred to in. (i) and (iii) above, be decreased in proportion to the number of outstanding
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Common Shares resulting from such subdivision, re-division, change, distribution or issuance, or
shall, in the case of the events referred to in (ii) above, be increased in proportion o the number of
outstanding Commeon Shares resulting (rom such reduction, combination or consolidation in each
such case by multiplying the Conversion Price in effect on such effective date by a fraction of
which the numerator shall be the total number of Common Shares outstanding immediately prior
to such date and thc denominator shall be the total number of Common Shares outstanding
immediately after such date. Such adjustment shall be made successively whenever any event
referred to in this Section 4,10(a) shall occut;

if and whenever at any time during the Adjustment Period, the Issuer shall fix a record date for the
issuance of rights, options or warrants to all or substantially all the holders of the Issuet's
outstanding Common Shares enlitling them, for a period expiring not more than 60 days after such
record date, to subscribe for or purchase Common Shares (or securities convertible or exchangeable
into, or rights to acquire, Common Shares) at a price per share (or having a conversion or exchange
or exercise price per share) less than the Conversion Price on such record date, the Conversion
Price shall be adjusted immediately after such record date so that it shall equal the amount
determined by multiplying the Conversion Price in effect on such record date by a fraction, of
which the numerator shall be the total number of Common Shares outstanding on such record date
plus that number of Common Shares equal to the number arrived at by dividing the aggregate price
of the total number of additional Common Sharcs offered for subscription or purchase (or the
aggregate conversion or exchange price or exercise price of the convertible or exchangeable
seeurities or rights so offered) by the Conversion Price before giving effect to the adjustment to be
inade pursuant to this subsection (b), and of which the denominator shall be the total number of
Common Shares outstanding on such record date plus the total number of additional Common
Shares offered for subscription or purchase or into whieh the convertible or exchangeable securities
or rights so offered are convertible or exchangeable or exercisable; any Common Shares owned by
or held for the account of the Tssuer or any Subsidiary of the Issuer shall be deemed not to be
outstanding for the purposc of any such computation; such adjustment shall be made successively
whencver such a record date is fixed; to the extent that any such rights, options or warranis are not
exetcised prior to the expiration thereof, the Conversion Price shall be readjusted to the Conversion
Price which would then be in effect if such record date had not been fixed or to the Conversion
Price which would then be in effect based upon the number of Common Shares (or securities
convertible or exchangeable into or rights to acquire Commmon Shares) actuaily issued upon the
exercise of such rights, options or warrants, as the casc may be;

if and whenever at any time during the Adjustment Period, the Issuer shall fix a record datc for the
making of a distribution to all or substantially all the holders of the Issuer's outstanding Common
Shares of (i) securities of any class, whether of the Issuer or any other corporation, including rights,
options or warrants (excluding those referred to in Section 4.10(b) above) to subscribe for or
purchase Common Shares or other securities convertible into or exchangeable for Cominon Shares,
(ii) evidences of the Issuer's Indebtedness or (iii) assets (including cash) of the Issuer or any
Subsidiary, then, in each such case, the Conversion Price shall be adjusted tmmediately after such
record date so that it shall equal the price determined by multiplying the Conversion Price in effect
on such record date by a fraction, of which the numerator shall be the total number of Common
Shares cutstanding on such record date myltiplied by the Conversion Price before giving effect to
the adjustment to be made pursuant to this subsection (c), less the fair market value (as determined
by the Directors in good faith, which determination shall be conclusive) of such shares, rights,
options, warrants, evidences of Indebtedness or assets so distributed, and of which the denominator
shall be the tolal number of Common Shares outstanding on such record date multiplied by such
Conversion Price; and Common Shares owned by or held for the account of the Issuer or any
Subsidiary: of the Issuer shall be deemed not to be outstanding for the purpose of any such
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computation; such adjustment shall be made successively whenever such a record date is fixed; to
the extent that such distribution is not so made, the Conversion Price shall be readjusted to the -
Conversion Price which would then be in effect if such record date had not been fixed or to the
Conversion Price which would then be in effect based upon such shares or rights, options or
warranis ot evidences of Indebtedness or assets actually distributed, as the case may be;

if and whenever at any time during the Adjustment Period, there is a reclassification of the Common
Shares or a capital reorganization of the Issuer other than as described in Section 4.10(a) or a
merger, amalgamation, consolidation, winding-up, plan of arrangement, reorganization or
reconstruction with any Person or any transaction by way of transfer, liquidation, sale, lease,
disposition or otherwise whereby all or substantially all of the Issuet's undertaking, property or
assets would become the property of any other Person that is approved by the Holder or is not
reguired to be approved by the Holder (any such reclassification or merger, amalgamation,
consolidation, winding-up, plan of arrangement, reorganization or reconstruction with any Person
or any transaction by way of transfer, liquidation, sale, lease, disposition or otherwise whereby all
or substantially all of the Issuer's undertaking, property or assets would become the property of any
other Person is hetein called a “Corporate Reorganization™), the Holder shall, upon the exercise
of the Conversion Right, be entitled to receive and shall accept, in Heu of the number of Shares
then sought to be acquired by the Holder, the number of Shares or other securities or property of
the Issuer or of the Person resulting from such Corporate Reorganization, that the Holder would
have been entitled to receive on such Corporate Reorganization if, on the record date or the effective
date thereof, as the case may be, the Holder had been the registered holder of the number of Shares
sought to be acquired by the Holder and to which the Holder was entitled to acquire upon the
exercise of the Conversion Right, If appropriate, to give effect to or to evidence the provisions of
this Section 4.10(d), the Issuer, the Issuer's successor, or such purchasing Person, as the case may
be, shall, prior to or contemporaneously with any such Corporate Reorganization, enter into an
agreement which shall provide for the application of the provisions set forth in this Debenture with
respect to the rights and interests thereafter of the Holder including adjustments which shall be as
nearly equivalent as may be practicable to the adjustments provided in this Section 4.10 and which
shall apply to successive Corporate Reorganization to the end that the provisions set forth in this
Debenture shall thereafter correspondingly be made applicable with respect to any shares, other
securities or property to which the Holder is entitled on the exercise of the Conversion Right;

if and whenever at any time during the Adjustment Period, the Issuer shall pay or make a dividend
ot other distribution on its Common Shares exclusively in cash and the aggregate of: (i) such
dividend or other distribution paid exclusively in cash; and (ii) all other cash dividends or other
distributions made by the Issuer to all holders of the Comimon Shares within the preceding 12
months which did not trigger an adjustinent to the Conversion Price, exceeds 1% of the Issuer’s
Agpregate Market Capitalization (such excess hereinafter the “Excess Distribution”) on the record
date in respect of the last such cash dividend or other distribution, the Conversion Price shall be
adjusted so that the same shall equal the price determined by multiplying the Conversion Price in
effect immediately prior to such record date by a fraction, of which the denominator shall be the
Aggregate Market Capitalization on such record date and of which the numerator shall be such
Aggregate Market Capitalization minus the amount of the Excess Distribution. Such adjustment
shall become cffective imumncdiately prior to the opening of business on the day following such
record date. In the event the amount of the Excess Distribution is equal to or greater than the
Aggregate Market Capitalization on the record date, in lieu of the foregoing adjustment, adequate
provision shall be made so that the Holder shall have the right fo receive upon conversion the
amount of cash such holder would have received had such holder converted this Debenture to
Common Shares immediately prior to the record date (less 1% of the Current Market Price
multiplied by such nuinber Common Shares). In the event that such dividend or distribution is not
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so paid or made, the Conversion Price shall be readjusted to be the Conversion Price which would
then be in effect if such dividend or othet distribution had nat been declared;

if and whenever at any time during the Adjustment Period, an issuer bid or a tender or exchange
offer {othet than an odd-lot offer) made by the Issuer or a Subsidiary of the Issuer for all or any
portion of the Common Shares shall expire and such issuer bid or tender or exchange offer shall
involve payment by the Issuer or a Subsidiary of the Issuer of cash or other consideration (based
on the acceptance of all Conunon Shares validly tendered or exchanged and not withdrawn up to
any maximum specified in the terms of the issuer bid or tender or exchange offer, such shares, up
to such maximum) having a fair market value (as determined in good faith by the Directors, whose
determination shall be described in a resolution of the Directors) at the time (the “Ixpiration
Time”) tenders or exchanges may be made pursuant to such issuer bid or tender or exchange offer
(as amended), together with: the total of (i) any cash and the fair inarket value of other consideration
(as determined in good faith by the Directors described in a resolution of the Directors) payable in
respect of an issuer bid or a tender or exchange offer by the Issuer or a Subsidiary of the Issuer for
Common Shares concluded within the preceding twelve months which did not trigger an adjustment
to the Conversion Price, and (ii) the aggregate amount of any all-cash dividends or other
distributions made by the Issuer to all holders of Common Shares made within the twelve months
preceding such issuer bid or tender or exchange offer which did not trigger an adjustment to the
Conversion Price exceeds 5% of the Aggregate Marlcet Capitalization (such excess hereinafter the
“Excess Bid Consideration™) on the Trading Day next succeeding the Expiration Time (the “Next
Trading Day”), the Conversion Price shall be adjusted so that the same shall equal the price
determined by multiplying the Conversion Price in effect immediatcly prior to the opening of
business on the Next Trading Tay by a fraction, of which the denominator shall be the Aggregate
Market Capitalization on the Next Trading Day and of which the numerator shall be Aggregate
Market Capitalization on the Next Trading Day minus the ainount of the Excess Bid Consideration.
Such adjustment shall become effective immediately prior to the opening of business on the Next
Trading Day. In the event that no shares are validly accepted in such issuer bid or tender or
exchange offer, the Conversion Price shall be readjusted to be the Conversion Price which would
then be in effect if such record date had not been fixed;

in any case in which it is required that an adjustment be made to the Conversion Price, no such
adjustment shall be made if, subject to the prior approval of any stock exchange upon which the
Common Shares are listed, if any, the Holder elects to receive the rights, options or warrants
referred to in Section 4.10(b) or the shares, rights, options, warrants, evidences of Indebtedness or
assets referred to in Section 4.10(c), as the case may be, in such kind and number as the Holder
would have received if the Holder had been a holder of Shares on the applicable record date or
effective date, as the case may be, by virtie of the Principal Sum having then been converted into
Common Shares at the Conversion Price in effect on the applicable record or effective date, as the
casc may be;

the adjustments provided for in this Section 4.10 are cumulative, and shall be computed to the
nearcst whole cent and shall apply to successive subdivisions, re-divisions, reductions,
combinations, consolidations, distributions, issues or other events resulting in any adjustment under
the provisions of this Section 4.10;

in case the Issuer shall take any action affecting the Common Shares other than action described in
this Section 4.10, which in the opinion of the directors of the Issuer would materially affect the
rights of the Holder, the Conversion Price shall be adjusted in such manner and at such time, by
action of the directors, subject to the prior written consent of any stock exchange upon which the
Common Shares are listed, if required, as the directors in their sole discretion may determine to be
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equitable in the circumstances and not inconsistent with the provisions of this Debenture, Failure
of the direclors to make such an adjustment shall be conclusive evidence that the directors have
determined that it is equitable to make no adjustment in the circumstances.

4,11 Voluntary Decrease

The Issuer from time fo time may decrease the Conversion Price (subject to Applicable
Laws and the receipt of all regulatory approvals, including, after an Initial Public Offering the consent of
the Toronto Stock Exchange and such other exchanges on which the Comimon Shares may be listed) by any
amount and for any period of time if the Directors have determined in good faith (to be evidenced by a
resolution of the Directors) that such decrease is in the Issuer’s best interests. Whenever the Conversion
Price is decreased, the Issuer shall deliver to the Holder a notice of the decrease and the Conversion Price
for all purposes of this Debenture following the delivery of such notice is the Conversion Price set forth in
such notice, but subject to adjustment thereafter in accordance with Section 4.10 and this Section 4.11, The
Issuer shall deliver the notice at least fifieen (15) calendar days before the date the decreased Conversion
Price becomes effective.

4.12 Entitlement to Shares on Exercise of Conversion Right

All shares of any class or other securities which the Holder is at the time in uestion entitled
to receive on the exercise of the Conversion Right, whether or not as a result of adjustments made pursuant
to Section 4,10 shall, for the purposes of the interpretation of this Debenture, be deemed to be shares which
the Holder is entitled to acquire pursuant to the exercise of the Conversion Right.

4.13 No Adjusiment for Stock Options

Notwithstanding anything in Section 4,10, no adjustment shall be made in the Conversion
Price if the issuance of Shares is being made upon the exercise of the Conversion Right or pursuant to any
stock option plan in force from time to time for directors, officers and employees of the Issuer entitling
them to purchase, in the apgregate, not more than ten percent (10%) of the issued and outstanding Common
Shares (determined on a fully diluted basis as if all rights to purchase Common Shares upon the exercise of
all rights of conversion or exchange for Common Shares and all rights under options, rights or warrants
{other than the foregoing stock options but including this Decbenture) outstanding at such time other than
had been exercised and the Common Shares issuable as a result thereof had been issued). ‘

4,14 Determination by Issuer's Auditors

In the event of any question arising with respect to the adjustiments provided for in Section
4,10, such question shall be conclusively determined by the Issuer's independent auditors, or such other
firm of chartered accountants mutually acceptable to the Issuer and the Arranger on behalf of the Holder,
who shall have access to all necessary records of the Issuer, and such determination shall be binding upon
the Issuer, the Holder and all other Persons interested therein.

4,15 Proceedings Prior to any Action Requiring Adjustment

As a condition precedent to the taking of any action which would require an adjustment in
aty of the conversion rights pursuant hereto, including the number of Shares which ate to be received upon
the exercise thereof, the Tssuer shall take any corporate action which may, in the opinion of Counsel to the
Issuer, be necessary in order that the Issuer has unissued and reserved in the Issuer's authorized capital and
may validly and legally issue as fully paid and non-assessable all the Shares which the Tlolder is entitled to
receive on the full exercise of the Conversion Right in accordance with the provisions hereof.
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4,16 Certificate of Adjustment

The Issuer shall from time to time immediately after the occurrence of any event which
requires an adjustment or readjustment as provided in Section 4.10, deliver a certificate of the Issuer to the
Holder specifying the nature of the event requiring the same and the gmount of the adjustiment nccessitated
thereby and setting forth' in reasonable detail the method of calculation and the facts upon which such
caleulation is based.

4.17 Notice of Special Matters

The Issuer covenants that the Issuer will give notice to the Holder of the Issuer's infention
to fix a record date that is prior to the Maturity Date for the issuance of rights, options or warrants referred
to in Scction 4,10(b) or the distribution of the shares, rights, options, watrants, evidences of Indebtedness
or assets referred to in Section 4.10(c) to all or substantially all the holders of the Issuer's outstanding
Common Shares. Such notice shall specify the particulars of such event, the record date for such event and,
if prepared or available as at the date that such notice is required to be given pursuant to this Section 4.17, .
such notice shall be accompanied by the material (i.e., proxy circulars, information boollets etc.) sent to
the holders of Common Shares in respect of the event in question, provided that the Issuer shall only be
required to specify in the notice such particulars of the event as shail have been fixed and determined on
the date on which the notice is given. The notice shall be given in each case not less than fourteen (14)
calendar days prior to such applicable record date,

4,18 No Action after Notice

The Issuer covenants that the Issuer will not close the Issuer's transfer books or take any
other corporate action which might deprive the Holder of the opportunity to exercise the Issuer's right of
conversion pursuant thereto during the period of fourteen (14) calendar days after the giving of the
cettificate or notices set forth in Sections 4.16 and 4.17,

4.19 Holder not a Shareitolder

Nothing in this Debenture shall, in itself, confer or be construed as conferring upon the
Holder any right or interest whatsoever as a shareholder of the Issuer, including, but not limited to, the right
to vote at, to receive notice of, or to attend, meetings of shareholders or any other proceedings of the Issuer,
or (he right to receive dividends and other distributions from the Issuer in respect of Shares.

4,20 Charges for Exchange or Transfcr

The Issuet will from time to time promptly pay or make provision satisfactory to the Holder
for the payment of any and all Taxes which may be imposed by Applicable Laws with respect to the
issuance or delivery of the Shares to the Holder, upon the exercise of the Conversion Right.

4,21 Securities Qualification Requirements

(a) If, in the reasonable opinion of Counsel to the Holder, any instrument is required to be filed with,
or any permission is required to be obtained from any Governmental Authority or any other
Governmental Approval is vequired before any Shares wbich the Holder is entitled to receive on
the exercise of the Conversion Right may properly and legally be dclivered, issued or traded
(subject to applicable hold periods and other than in respect of the status of the Holder as a “control
person” within the meaning of Applicable Securities Laws) upon due exercise tbereof and thereafter
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traded, without further formality or restriction, the Issuer covenants that the Issuer will take such
reasonably required action at the sole cost and expense of the Issuer.

The Issuer will give written notice of the issue of Shatres pursuant to the exercise of the Conversion
Right to each Securities Regulatory Authority and any stock exchange on which the Issuer's Shares
may be listed for trading as may be necessary in such detail as may be required in order that the
issue of Shares issuable upon the exercise of the Conversion Right and the subsequent disposition
of the Shares so issted (subject to applicable hold periods) will not be subject to the prospectus
qualification requirements of Applicable Securities Laws.

If the Issuer becomes a “reporting issuer” under any Securities Laws, the Issuer will prepare and
file, in the form and manner and in the time required by Applicable Securities Laws, all documents,
reports, and other information required to be prepared and filed by the Issuer under Applicable
Securities Laws,

ARTICLE 5
COVENANTS

Positive Covenants
The Issuer covenants with the Holder that the Issuer shali:
Payment and Performance: duly and punctually pay all amounts due by the Issuer hereunder and

shall perform all other obligations on the Issuer's part to be performed under the terms of this
Debenture at the times and places and in the manner provided for herein;

Corporate Existerice: maintain the Issuer's and each of its Subsidiaries’ corporate existence in good
standing under the laws of its jurisdiction of incorporation and register and qualify and remain
registered and qualified as a corporation authorized fo carry on business under the laws of ecach
jurisdiction in which the nature of the Business or the character of any material properties and assets
owned or leased by it requires such registration and qualification, except such as would not have a
Material Adverse Effect;

Insurance: maintain in full force and effect such policies of insurance, including public liability
and property damage insurance, in such amounts issued by insurers of recognized standing covering
the Issuer's properties and operations, including business interruption insurance and replacement
cost insurance, as are customarily maintained by Persons engaged in the sane or similar business
in the localities where the Issuer's properties and operations are located, and, if requested by the
Arranger on behalf of the Holder, furnish the Arranger with certificates or other evidence
confirming compliance with the foregoing insurance requireinents;

Compliance With Applicable Laws:

(1) carry on and eonduet and cause its Subsidiaries to carry on conduet the Business and keep,
maintain and operate the its assets and properties in all respects in accordance with all
Applicable Laws, including Environmental Laws and Applicable Securities Laws, and in
a good and workmanlike manner and in accordance with sound businesslike and industry
practice, except where such non-compliance is not and is not reasonably likely to result in
n Material Adverse Effect; and
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(i) observe and conform in all respects to all valid requirements of any Governmental
Authority relative o any of the Issuer's and each of its Subsidiaries® assets and properties
and all covenants, terms and conditions of all agreements upon or under which any of the
its assets and propetties are held, except where such non-compliance is not and is not
reasonably likely to result in a Material Adverse Effect;

Payment of Taxes:

(1 file all income tax returns for the Issuer and for each of its Subsidiaries which are required
to be filed; and

(ii) pay or make provision for payment (in accordance with Generally Accepted Accounting
Principles) of all Taxcs which are due and payable by the Issucr and each of its
Subsidiaries, or to provide adequate resetves (in accordanee with Generally Accepted
Accounting Principles) for the payment of any Tax, the payment of which is being
contested in good faith;

Payment_of Other Obligations: pay or cause to be paid all rents, royaltics, Taxes and other
Indebtedness to pay money validly imposed upon the Issuer or any of its Subsidiaries, or upon the
Issuer's or any of its Subsidiaries’ properties or assels or any part thercof, and alf Indebtedness of
the Issuer and each of its Subsidiaries as and when the same became due and payable or shall
provide adequate reserves (in accordance with GAAP) for the payment of any such obligation or
Indebtedness, the payment of which is being contested in good faith;

Maintecnance of Books and Records: keep or canse to be kept proper and adequate records and
books of account in which true and complete entries will be made in a manner sufficient to enable
the preparation of financial statements in accordance with Gencrally Accepted Accounting
Principles; :

Defend Title to Assets: maintain, protect and defend title to all property and assets held by the
{ssuer or any of ils Subsidiaries, and take all such acts and steps as are necessary ot advisable at
any time and from time to time to maintain their respective property and assets in good standing,
except where failure to protect and defend title to such property or assets held by the Issuer in its
own capacity or on behalf of others does not or its not reasonably likely to result in a Material
Adverse Effect;

Reporting Requirements: furnish to the Holder, unless the Issuer shall have timely made such
financial statements available on Canada’s System for Elecironic Document Analysis and Retrieval
or on the SEC’s Electronic Data Gathering, Analysis and Retrieval system or any successor thereto
or on the Issuer’s home page on the worldwide web:

(i) as soon as available and in any event within nincty (90) calendar days after the end of each
fiscal year of the Issucr, the audited consolidated financial statemnents of the Issuer
including a balance sheet and related statements of income, retained earnings and changes
in cash flow as of the end of and for such fiscal year, setting forth in each case in
comparative form the figures for the previous fiscal year, in accordance with GAAP;

(ii) as soon as available and in any event within forty-five (45) calendar days after the end of
each of the first three fiscal quarters of each fiscal year of the Issuer, unaudited consolidated
financial statements of the Issuer including a balance sheet and related statements of
income, tetained earnings and changes in cash flow as of the end of and for such fiscal
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quarter and the then elapsed portion of the fiscal year which includes such fiscal quarter,
setting forth in each case in comparative form the figures for the corresponding period or
periods of (or, in the case of the balance sheet, as of the end of) the previous fiscal period,
all certified by an officer of the Issuer as presenting fairly in all matetial respects the
financial condition and results of operations of the Issuer in accordance with GAAP,
subject to year-end adjustments; '

(iii}  a copy of all information and materials furnished to the holders of Common Shares not

included in the foregoing subsections 5.1(i)(i) and (iii); and

(iv)  such other information as the Arranger on behalf of the Holder may reasonably request
from time fo time, provided that the Holder shall not use any such information otler than
for the purposes of its status as a creditor of the Issuer.

Notice of Event of Default: provide the Holder with prompt written notice of the occurrence of
any Default or Event of Delault upon obtaining knowledge thereof.

Share Capital:

(1) reserve and keep available a sufficient number of Common Shares for the purpose of
~ enabling the Issuer to satisfy the Tssuer's obligations to issue Common Shares upon the
exercise of the Conversion Right;

(ii) cause the Common Shares and the certificates representing the Common Shares from time
to time acquired pursuant to the exercise of the Conversion Right to be duly issued and
delivered in accordance with the terms hereof}

{iil)  ensure that all Common Shares which shall be issued upon exercise of the Conversion
Right shall be issued as fully paid and non-assessable; and

(iv)  make all requisite filings under Applicable Securities Laws neeessary to report the exercise
of the right to acquire Shares pursnant to the Conversion Right;

Negative Covenants of the Issuer

The Issuer covenants with the Holder that the Issuer shall not and shall not permit any of

its Subsidjaries to, without the consent of the Arranger on behalf of the Holder:

(2)
(b)

©)

Financial Indebfedness; incur any Indebtedness other than Permitted Financial Indebtedness;

Nepative Pledge: create, incur, assume or suffer to exist any Security Interest upon or with respect
to any its property other than Permitted Encuinbrances;

Distributions: declare, resolve to declare or make, or make any Distribution, except for any
Distributions to the Issuer hy a wholly-owned Subsidiary or by a wholly-owned Subsidiary to
another wholly-owned Subsidiary, and for greater certainty, A12345 may satisfy its obligation to
repay the principal under the Demand Note in consideration for the transfer to the Issuer of the
Shoes.com Domain Names;

Disposition: ditectly or indirectly, make any Disposition unless the Net Proceeds are applied in
accordance with Section 3.2;
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Change of Business: change in any material respect the nature of the Business nor engage directly
or indirectly, in any material business, activity or purchase or otherwise acquire any material
property, in either case, not primarily related to the conduct of the Business;

Subsidiaries: acquire or create any Subsidiary unless such Subsidiary unconditionally guarantees
payment and performance of the Obligations in form approved by the Arranger and grants a security
interest to secure payment and performance of such guarantec over all of its present and after
acquired property substantially in the form of the Security Agreements; or

Merger Transaction: enter into or become paity to a Merger Transaction or take any corporate

action in pursuance of a Merger Transaction other than transactions contemplated by the
Acquisition Agreement.

Holder May Perform Covenants

If the Issuer shall fail to perfarm any covenant on its part herein contained, the Holder may

in its discretion perform any of said covenants capable of being performed by it and, if any such covenant
requires the payment or expenditure of money, it may make such payment or expenditure with its own
funds, or with money borrowed by or advanced to it for such purpose, but shall be under no obligation so
to do; and all sums so expended ov advanced shall be repayable by the Issuer on demand together with
Interest at the Applicable Interest Rate from the date such payment or expenditure is made to the date the
amount thereof and interest thereon is paid to the Holder, but no such performance or payment shall be
deemed to relieve the Issuer from any default hereunder,

6.1

(a)

(b)

(c)

(d)

(e)

(D

ARTICLE 6
DEFAULT

Events of Default
An Event of Default shall oceur upon the happening of any one or more of the following;

if the Issuer defaults in payment of the Principal Sum when the same becomes due and payable
under this Debenture;

if the Issuer defaults in payment of Net Proeeeds or the Total Offer Price when the same becotnes
due and payable under this Debenture;

if the Issuer fails to deliver Cormmon Shares to the Holder when those Common Shares are required
to be delivered following the conversion of this Debenture in accordance with the provisions
herecf,

if the Issuer elects to satisfy the Prineipal Sum by issuing and delivering Common Shares to the
Holder and the Issuer fails to deliver the number of Common Shares required by the terms hereof
to be issued and delivered in satisfaction of the Principal Suin;

if the Issuer defaults in payment of any Interest or any other ammount payable to the Holder under
this Debenture and such default continues after the fifth (5) day following the date when the same
becomes due and payable under this Debenture;

if there shall be a breach by the Issuer or any of its Subsidiaries of any other covenant, condition
or provision contained in this Debenture or a Security Agreement and the breach (if capable of
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being cured) is not cured within fifteen (15) Business Days after written notice by the Arranger on
behalf of the Holder to the Issuer, as the case may be, provided that if such breach is curable, does
not give rise to a Material Adverse Effect, cannot be cured with reasonable diligence within such
fifteen (15) Business Day period and the Issuer or such Subsidiary commences to cure such breach
within such fifteen (15) Business Day period and thercafler is continuously and diligently taking
steps to cure such breach, such fifteen (15) Business Day period will be extended for a period of
time, not exceeding sixty (60) calendar days, until such breach is cured;

if any representation or warranty in favour of the Holder or the Arranger in any agrecment or
instrument in respect of this Debenture of which the Holder or the Arranger has the benefit, shall
have been incorrect in any material respect, or any such representation or warranty that is qualified
by materiality or Material Adverse Effcet shall have been untrue in any respect, in each case when
made and such representation or warranty (if capable of being corrected) continues to be incorrect
for a period of fifteen (15) Business Days after the Arranger on behalf of the Holder gives written
notice of such incorrect representation and warranty to the Issuer;

if the Issuer or any Subsidiary of the Issuer shall: (i) institute or commence proceedings to be
adjudicated a bankrupt or insolvent or consent to the filing of a bankruptcy or insolvency
proceeding against the Issuer; (ii) file, institute or comunence or otherwise take any proceeding
relating to reorganization, adjustment, arrangement, composition, compromise, stay of proceedings
or relief similar to any of the foregoing under any Applicable Law regarding bankruptcy,
insolvency, reorganization or relief of debtors; (iii) consent to the filing of any such proceeding;
(iv) consent to the appointment of a receiver, liquidator, trustee or assignee in bankruptey or similar
official or to the liquidation, dissolution or winding-up of its or of all or a substantial part of its
property and assets; (v) male an assignment for the benefit of creditors; (vi) admit in writing ils
inability to pay theit respective debts generally as they become due; (vii) generally not pay its debts
as they come due or otherwise be insolvent; or (viii) take any corporate or other action authorizing
or in furtherance of any of the foregoing;

if any proceeding is filed, instituted or commenced by any Person seeking: (i) to adjudicate the
Issuer a bankrupt or insolvent or the liquidation, reorganization, winding-up, adjustment,
arrangement, compromise, composition, stay of proceedings or similar relief of or for the Issuer or
any of its Subsidiaries under any Applicable Law regarding bankruptcy, insolvency, reorganization
or relief of debtors; or (ii} to appoint a receiver, liquidator, trustee or assignee in bankruptey or
similar official of the Issuer or any or its Subsidiaries or of all or a material part of its property and
assets, if such proceeding shall continue undismissed or unstayed for a period of sixty (60) calendar
days;

the occurrence of an event of default under any Financial Indebtedness of the Issuer or any of its
Subsidiaries exceeding five hundred thousand Dollars ($500,000), provided that if an event of
default under any Financial Indebtedness is cured or waived, the Event of Default hereunder
relating thereto shall be deemed to have been cured or waived to the same extent for all purposes;

if a writ, execution, attachiment or similar process is issued or levied against all or a portion of the
property of the Issuer in connection with any judgment or judgments against the Issuer ar any of
its Subsidiaries aggregating in excess of two hundred fifty thousand Dollars ($250,000) and is not
released, satisfied, discharged, vacated or stayed within thirty (30) calendar days after its entry,
coinmencemett or Jevy;

if final judgments for the payment of money aggregating in excess of two hundred fifty thousand
Dollars ($250,000) shall be rendered against the Issuer or any of its Subsidiaries, by a court of last
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resart and the same shall remain undischarged for a period of thirty (30) calendar days during which
time such judgments shall not be on appeal or execution thereof shall not be effectively stayed;

(m) in the reasonable opinion of the Arranper a Material Adverse Effect exists or a Mater 1a1 Adverse
Change has occurred; or

(n) the holder of any Bank Debt requires, as a condition to any advance of such Bank Debt, that the
Avranger (for and on behalf of the Holder) enter into an agreement with such hofder that has the
effect of limiting or restricting the payment of interest on the Principal Sum before a period of 180
days, and after the occurrence of an event or circumstance that is a default or event of defauit under
the terms of such Bank Debt and the holder of such Bank Debt does not take proceedings (other
than giving of notice of default or acceleration) to collect to realize upon the security for such Banl
Debt within such 180 day period.

6.2 Acceleration

Upon the occurrence of an Event of Default which is continuing, the Arranger on behalf of
the Holder may by notice in writing to the Issuer declare the Principal Sum and all acerued interest thereon
and all other Obligations to be immediately due and payable and the same shall become immediately due
and payable to the Holder and the Issuer shall forthwith pay the same to the Holder failing which all rights
and remedies of the Holder hereunder and under the Security Agreements or under Applicable Laws in
respect of such non-payment shall become enforceable; provided that upon the occurrence of an Event of
Default specified in Section 6.1(h} or 6.1(1), the Principal Sum and all accrucd interest thereon and all other
Obligations shell automatically become due and payable without any requirciment that notice be given by
the Holder,

6,3 Remedies - General

Upon and following the occurrence of an Event of Default and acceleration of the Principal
Sum in accordance with Section 6.2, the Arranger may, in its sole and absolute diseretion exercise all such
rights and remcdies that may be exercised under the Security Agreements and all other rights and remedies
recognized under Applicable Laws against the Issuer or in respect of the Collateral or any paxt thereof for
the enforcement of full payment and performance of all the Obligations.

6.4 Remedies Not Exclusive

No right, power or remedy herein conferred upon or reserved to the Holder or any person
acting for or on behalf of the Holder is intended to be exclusive of any other right, power or remedy or
remedies, and each and every riglit, power and remedy shall, to the extent permitted by Applicable Laws,
be cumulative and shall be in addition to every other right, power or remedy given hereunder or now or
hereafier existing at law, in equity or by statute. The Holder shall have the power to waive any default,
provided no such waiver shall be effective unless made in writing by the Holder and shall not constitute a
waiver of any other or subsequent default. No delay or omission of the Holder in the exercise of any right,
power or remedy accruing upon any default shall impair any such right, power or remedy or shall be
construed to be a waiver of any such default or an acquiescence therein. Every right, power and remedy
agiven to the Holder by this Debenture or under Applicable Laws may be exercised from time to tilne and
as often as may be deemed expedient by the Holder. In case the Holder shall have proceeded to enforce
any right under this Debenture or any Security Agreement and the proceedings for the enforcement thereof
shall have been discontinued or abandoned for any reason or shall have been determined adversely to the
Holder, then and in every such case the Issuer and the Holder shall, without any further action hercunder,
to the full extent permitted by Applicable Laws, subject to any determination in such proceedings, severally
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and respectively, be restored to their former positions and rights hereunder and thereafter all rights,
remedies and powers of the Holder shall continue as though no such proceeding had been taken,

6.5 Application of Monies

Subject to Applicable Laws, all monies collected or received by the Holder pursuant to or
in exercise of aiy right or remedy shali be applied on account of the amounts outstanding hereunder in such
manner as the Holder deems best or, at the option ot the Holder, may be held unappropriated in a collateral
account or released to the Issuer, al without prejudice to the Hability of the Issuer or the rights of the Holder
hereunder, and any surplus shall be accounted for as required by Applicable Laws.

ARTICLE 7
INDEMNITY AND EXPENSES

7.1 No Set-off and Taxes

The Issuer and each Guarantor shall make all payments to the Holder hercunder without
any set-off or counterclaitn whatsoever and free and clear of, and without deduction for or on account of,
any Tax. If any Tax is deducted or withheld from any payments, the Issuer or Guarantor shall promptly
remit to the Holder the equivalent of the amounts so deducted or withheld together with such additional
amounts as may be necessary so that after making all required deductions or withholdings, including
deductions or withholdings applicable to additional amounts paid under this Section 7.1, the Holder shall
receive an amount equal to the amount the Holder would have received if no deduction or withholding had
been made.

In the event the Issuer or a Guarantor has made a payment pursuant to this Section 7.1 and
the Holder determines thereafter that the Holder has been granted or received a credit, refund or remission
in respect of the Tax for which the deduction was made, then the Holder shall promptly refund to the Issuer
or such Guarantor such amount (if any) as the Holder determines in good faith will leave the Holder in no
worse position than would have been the case if there had been no obligation to make such deduction or
withholding in the first place. The Holder shall not be obligated to provide to the Issuer or such Guarantor
copies ol all or any part of the Holder's tax returns, financial statements or other corporate financial data by
reason of any such matter.

7.2 Indemnity

(a) The Issuer hereby covenants with the Holder that the [ssuer shall at all times hercafter keep the
Holder indemnified and held harmless from and against all suits (whether founded or unfounded),
actions, procecdings, judgments, demands or claims asserted, instituted or made against the Holder,
and all costs, losses, liabilities, damages and expenses (including all legal fees on a solicitor and
his own client, full indemnity, basis) ("Losses™) incurred by the Holder in any way relating to,
arising out of, or incidental to any of the transactions contemplated by this Debenture, except to the
extent such Losses arise out of the intentional or gross fault, gross negligence, willful misconduct
or fraud of the Holder or the Arranger, If and for so long as no Default or Event of Default has
occurred and is continuing, the Issuer, at the Issuer's option, shall be enlitled to conduct the defence
of such suit, action or procecding with the participation of and taking into account the best interests
of the Holder, If the Holder shall determine in good faith that a conflict of interest exists or the
defence of any such suit, action or proceeding is not being conducted in the best interests of the
Holder, the Holder shall on notice to the Issuer (and for the account of the Issuer) be entitled to take
over the solc conduct of the defence of such suit, action or proceeding. This indemnity shall extend
to the officers, directors, employees and assignees of the Holder.
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The Issuer hereby jointly and severally agrees to indemnify, defend and hold harinless the Holder
from and against any and all Environmental Liabilities, losses, costs, expenses, damages, claims,
judgments, suits, awards, fines, sanctions and liabilities whatsoever (including any costs or
expenses of preparing any necessary environmental assessment report or other similar reports)
(collectively, “Environmental Claims™} incurred by the Holder as a result of:

(i) any breach of applicable Environmental Laws which relates to the property or operations
of the lssuer; .

(i) any Release, presence, use, creation, transpottation, slorage or disposal of Hazardous
Substances which relate to the property or operations of the Issuer; or

(iii)  any claim or order for any clean-up, restoration, detoxification, reclamation, repair or other
securing or remedial action which relates to the property or operations of the Issuer;

provided, however, that this indemnity shall not apply in respect of any such Environmental Claims
which are caused by the negligence or wilful misconduct of the Holder by reason of any act of, or
any act or omission taken at the direction of, the Holder or any of the officers, directors, employees
or assignees thereof, This indemnity shall extend to the officers, directors, employees, agents and
assignees of the Holder as well as o the Holder itself, and the Holder will hold the benefit of this
indemnity in trust for such other indemnified persons to the extent necessary to give effect thereto.

Expenses

The Issuer shall supply ail statements, reports, certificates, opinions and other documents or
information required to be furnished to the Holder by the Issuer under this Debenture without cost
to the Holder.

If the Issuer fails to pay any amounts required to be paid by the Issuer under this Dehenture or if
the Issuer fails lo observe or perform any of the covenants and obligations set forth in this
Debenture to be observed or performed by the Issuer, the Holder may, but shall be under no
obligation to, pay such amounts or do such act or things as may be required to ensure such
observance and performance, without waiving any of the Holder's rights under this Debenture, No
such payment, act or thing by the Holder or any receiver shall relieve the Issuer from any Default
under this Debenture or the consequences of such Default. The rcasonable expenses (including the
cost of any insurance and payment of Taxes or other charges and legal fees and expenses on a
solicitor and his own client, full indemnity, basis) paid by the Holder shall be deemed advanced to
the Issuer by the Holder, shall becotne part of the Obligations, and shall, from the time they are
paid by the Holder or such receiver until repaid by the Issuer, bear interest at the Applicable Interest
Rate.

The Issuer shall pay all reasonable expenses (including legal fees and expenses on a solicitor and
his own client basis) incurred by the Holder in connection with the preparation, perfection,
execution, protection, cnforcement of and advice with respect to this Debenture (including the
realization, disposition, retention, protection or collection of the Collateral or any part thereof and
the protection and enforcement of the rights of the Holder hereunder and under the Security
Agreement and including any expenses incutred in connection with any insolvency, bankruptey or
similar proceedings in respeet of or affecting the Issuer or any Guarantor) and such expenses shall
become part of the Obligations, and shall, from the time they are paid by the Holder until repaid by
the Issuer, bear interest at the Applicable Interest Rate,
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| Currency

Unless otherwise provided, all dollar amounts referred to in this Debenture are to Canadian dollars. Tf, in
connection with any action or procecding brought in connection with this Debenture or any resulting
Jjudgment or order, it becomes necessary to convert any amount due hereunder in one currency (the “first
currency”) into another currency (the “seeond currency”), then, cxcept to the extent otherwise required
by Applicable Laws, the conversion shall be made at the Judgment Conversion Rate on the first Business
Day prior to the day on which payinent is received. If the conversion is not able to be nade in the manner
contemplated by the preceding paragraph in the jurisdiction in which the action or proceeding is brought,
then the conversion shall, except to the extent otherwise required by Applicable Laws, be made at the
Judgment Conversion Rate on the day on which the judgment is given. If the Judgment Conversion Rate
on the date of payment is different from the Judgment Conversion Rate on such first Business Day or on
the date of judgment, as the case may be, the party shall pay such additional amount (if any) in the second
currency as may be necessary to ensure that the amount paid on such payment date is the aggregate amount
in the second currency which, when converted at the Judgment Conversion Rate on the date of payment, is
the amount due in the first currency, together with all costs, charges and expenses of conversion. Any
additional amount owing pursuant to the provisions of this section shall be due as a separate debt and shall
give rise to a separate cause of action and shall not be affected by or merged into any judgment obtained
for any other amounts due under or in respect of this Debenture,

The term “Judgment Conversion Rate” used in this section means the noon rate of exchange for Canadian
interbank transactions in Canadian dollars in the other currency published by the Bank of Canada for the
date in question,

ARTICLE 8
TRANSFER OF DEBENTURE

3.1 Register of the Debenture

The Issuer shall keep or cause fo be kept a register in which the Holder of this Debenture
shall be registered. The name and address of each holder of this Debenture and particulars of this Debenture
held shall be entered in ihe register. For the purposes of this Debenture, the Issuer may treat the Person
registered as the Holder as the beneficial owner thereof f01 all purposes.

8.2 Transfer of Debenture

Except as otherwise expressly provided in this Debenture and subject to the other
Transaction Documents and Applicable Laws, the provisions hereof shall enure to the benefit of, and be
binding upon, the Parties and their respective successors, permitted assigns, permitted transferees, heirs,
execufors, administrators and personal representatives, The Holder shall not, without the prior written
consent of the Issuer, which consent shall not be unreasonably withheid, assign, transfer or otherwise
convey its rights under (his Debenture to any Person, provided that the Holder may assign, transfer or
otherwise convey its rights under this Debenture to any Person whose investment account in which the
Debenture is held is to be managed by the Arranger. Any transfer or assignment shall be subject to
Applicable Sccurities Laws and the transferee agreeing to be bound by the provisions of the Collateral
Agency Apreement as successor and assignee of the transferring Holder. Any purported assignment of
rights or delegation of obligations in violation of this Section 8.2 shall be null and void, and of no effect.
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83 Exchange of Debenture

Any one or more Debentures may, upon compliance with the reasonable requirements of
the Issuer (including commpliance with Applicable Sccurities Laws), be exchanged for one or more other
Debentures representing the same aggregate Principal Sum as represented by this Debenture so exchanged,
Any Debenture tendered for exchange shall be cancelled and surrendered by the Holder to the Issuer,

8.4 Replacement Debenture

If this Debenture becomes mutilated or is lost, destroyed or stolen, the Tssuer, subject to
Applicable Laws, shall issue and deliver, a new debenture of like tenor as the one mutilated, lost, destroyed
or stolen in exchange for and in place of and upon cancellation of this Debenture. The Holder shall bear
the cost of the issue of a replacement Debenture and in case of'loss, destruction ot theft shall, as a condition
precedent to the issuance thereof, furnish to the Issuer such cvidence of ownership and of the loss,
destruction or theft of this Debenture as shall be satisfactory to the Issuer, in the Issuer's sole discretion,
and the Holder may also be required to furnish an indemnity or security in amount and forin satisfactory to
the Tssuer, in the Issuer's sole discretion, and shall pay the reasonable charges of the Issuer in connection
therewitli.

ARTICLE 9
SUCCESSOR ISSUER

9.1 Restriction on and in each case ete,

The Issuer shall not carty out a Merger Transaction or enter into any Merger Transaction
whereby all or substantially all of the Issuer's undestaking, property and assets would become the property
of
(a) any other Person; or
(b) in the case of an amalgamation or merger, of the continuing corporation resulting therefrom;

(in this Section 9.1, such other Person or continuing cotporation, as the case may be, is hereinafter referred
to as a “Successor Issuer”), unless the Issuer has obtained the consent of the Arranger on behalf of the
Holder under Section 5.2, if required, and the Successor Issuer shall execute, prior to or contemporaneously
with the consummation of the Merger Transaction, such instruments, if any, as ave in the opinion of counsel

to the Holder necessary or advisable to evidence:

{c) the assumption by the Successor Issuer of liability for the due and punctual payment and
performance of the Obligations;

(d) the agreement of the Successor Issuer to observe and perform all the other eovenants and
obligations of the Issuer under this Debenture and the Security Agreement;

(e) the grant of Security Interests in the property of such Successor on the terms of the Security
Apgreement subject to no Encumbrance other than Permitted Encumbrances; and

(f) the enforceability of this Debenture against the Successor Issuer; and

(g) the delivery to the Holder of an opinion of independent legal counsel to the Issuer to the cffect that
terms thereof are substantially to preserve and not iinpair the Security Interests or any of the powers
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or rights of the Holder or of the Arranger under the Security Agreement in respect of the
Obligations.

ARTICLE 10
GUARANTLES

10,1 Debenture Guarantees

Each of the Guarantors hereby, jointly and severally, unconditionally guarantees to the
Holder and its successors and assigns, irrespective of the validity and enforceability of other provisions of
this Debenture:

(a) the prompt payment in full when due of the Principal Sum of, and Interest on, this Débenturc,
whether on the Maturity Date, by acceleration, redemption or otherwise, and interest on the overdue
Principal Sum of and Interest on this Debenture, if any;

(b) the prompt payment and performance by the Issuer of ali other Obligations of the Issuer to the
Holder under this Debenture, all in accordance with the terms of this Debenture; and

{c) in case of any extension of time of payment or renewal of any Gbligation, that same will be
promptly paid in full when due or performed in accordance with the terms of the extension or
renewal, whether at sfated maturity, by acceleration or otherwise. '

Failing payment when due of any amount so guaranteed or any performance so guaranteed
for whatever reason, the Guarantors will be jointly and severally obligated to pay and perform the same
immecdiately,

Each of the Guarantors acknowledges and agrees that it will benefit, directly or indirectly,
from the funding being made to the Issuer pursuant to this Debenture and the Debenture Purchase
Agreement,

Each of the Guarantors hereby agree that its obligations hereunder are unconditional,
irrespective of the validity, regularity or enforceability of other provisions of this Debenture, the absence
of any action to enforce the same, any waiver or consent by the Holder or any other holder of the Debentures
or the Arranger on behalf of the Holder with respect to any provisions of this Debenture, the recovery of
any judgment against the Issuer, any action to enforce the same or any other circumstance which might
otherwise constitute a legal or equitable discharge or defense of 4 Guarantor,

Each Guarantor hereby waives diligence, presentment, demand of payment, filing of claims
with a court in the event of insolvency or bankruptey of the Issuer any right to require a proceeding first
against the Issuer, protest, notice (other than notices required pursuant to this Debenture) and all demands
whatsoever and covenanl that this Debenture Guarantee will not be discharged except by payinent and
performance in full of the obligations contained in this Debenture as provided herein.

Ifthe Holder is required by any court or otherwise to return to any Obligor or any custodian,
trustee, liquidator or other similar official acting in relation to any Obligor, any amount paid to the Holder
under this Debenture or this Debenture Guarantee, such amount, to the extent theretofore discharged, will
be reinstated in full force and effect,

Each Guarantor agrees that it will not be entitled to any right of subrogation in relation to
the Holdel in respect of any Obligations guaranteed hereby until payment and performance in full of all
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Obligations guaranteed hereby as provided herein, liach Guarantor further agrees that, as between the
Guarantors, on the one hand, and the Holder on the other hand, (i) the maturity of the Obligations guaranteed
hereby may be accelerated as provided in Section 6.2 for the purposes of this Debenture Guarantee,
notwithstanding any stay, injunction or other prohibition preventing such accelcration in respect of the
obligations guaranteed hereby, and (ii) in the event of any declaration of acceleration of such Obligations
as provided in Section 6.2, such Obligations (whetlier or not due and payable) will forthwith become due
and payable by the Guarantors for the purpose of this Debenture Guarantee, In accordance with the
provisions of Section 10.8, the Guarantors will have the right to seek contribution from auy non-paying
Guarantor or from the Issuer so long as the exercise of such right does not impair the rights of the Holder
under this Debenture Guarantee.

10.2 Acknowledgements of the Guarantors

Each Guarantior acknowiedges and agrees that the Holder may, subject to the terms and
conditions of this Debenture!

(a) renew ot extend all or any portion of the Obligations;

(b) make changes in the dates specified for payments or petformance of any Obligation;

(c) otherwise modity the terms of this Debenture;

(d) talke and hold the Security for the performmance of the Obligations and exchange, enforce, waive

and rclease any such Security;

(e) enforce the Security and direct the order or manner of sale (hereof as the Arranger on behalf of the
Holder in its sole discretion may determine if permitted under the Secutity Agreements or any of
them; and

H release, substitute or add any one or more guarantors of the Obligations,

all of the foregoing without prejudice to or in any way releasing, discharging, terminating, limiting,
reducing, lessening, impairing or in any way affecting the obligations of any Guarantor under this
Debenture Guarantee.

16.3 Waiver of Defences

Each Guarantor hereby waives as against the Holder to the fullest extent permitted by
Applicable Laws, any defence relating to:

(2) any defence based upon any incapacity, disability or lack or limitation of status or power of such
Guarantor, any other Obligor or any other person or of the directors, officers, employees, partners
or agents thercof, or that any Obligor or any other person may not be a legal entity;

{b) any change in the existence, structure, constitution, name, control or ownership of such Guarantor,
any other Obligor or any other person;

(c) any fimitation, postponement, prohibition, subordination or other resiriction on the rights of the
Holder to payment of all or any part of the Obligations or to take any steps in respect thereof}
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(d) any defence arising by reason of any failure of the Holder to proceed against any other Obligor or
any other person, to proceed against, apply or exhaust any of the Security, or to proceed against or
to pursue any other remedy in the power of the Holder whatsoever;

{e) the benefit of any law which provides that the obligation of a guarantor must neither be larger in
amount nor in other respects more burdensome than that of the Principal Sum obligation or which
reduces a guarantor’s obligation in proportion to the Principal Sum obligations;

(f) any defence arising by reason of any failure by the Holder to obtain, perfect or maintain a perfected
(or any) Security Interest in or lien or encumbrance upon any Collateral or by reason of any interest
of the Holder in any property, whether as owner thereof or the holder of a Security Interest therein
or lien or encumbrance thereon, being invalidated, voided, declared fraudulent or preferential ot
otherwise set aside, or by rcason of any impairment by the Holder of any right to recourse or
collateral;

() any defence arising by reason of the failure of the Holder to marshall any assets or to apply such
principle to any sums of money which it shall be entitled to receive or to other assets upon which
it may possess rights;

(h) any dealing whatsoever with such Guarantor, any other Obligor or other Person or any security, or
any failure to do so; and

6 any other circumstances which might otherwise constitute a defence available to, or a discharge of
such Guarantor, any other act or omission to act or delay of any kind by any other Obligor, such
Guarantor or any other person or any other circumstance whatsoever, whether similar or dissimilar
to the foregoing, which might, but for the provisions of this Section 10,3, constitute a Jegal or
equitable discharge, limitation or reduction of the obligations of such Guarantor hereunder (other
than the payment or satisfaction in full of all of the Obligations).

10.4 Execution and Delivery of Debenture Guarantee

In the event that the Issuner or any of its Subsidiaries oreates or acquires any Subsidiary
after the date of this Debenture, the Issuer will cause such Subsidiary, as applicable, to comply with the
provisions of this Article 10,

10,5 Release of Debenture Guarantees

The Debenture Guarantee contemplated hereby constitutes a continuing guarantee and
remains in full force and effect until payment and performance in full and discharge of all Obligations as
provided herein,

10.6 Additional Security

This Debenture Guarantee is in addition to and not in substitution for any other security or
guarantee given by anyone whomsoever and shall not prejudice any and all security furnished to the Holdet
or to the Arranger on behalf of the Holder by anyone whomsoever, and held by it or them at any time
whatsoever,
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10,7 Renunciation to the Benefits of Division and Discussion and Subrogation

The Holder shall not be obliged to exercise any of its rights, remedies or recourses against
the Issuer or against others, or to discuss any of the Security or any other security which it may hold from
tinte to time, before being entitled to the full payment and performance by any of the Guarantors of the
obligations guaranteed hereunder as provided herein and it shall not be bound to offer or to deliver its
Security, if any, before being paid in full. Each Guarantor renounces to the benefits of discussion and
division. No Guarantor shall be entitled to any rights of subrogation as against the Holder or the Issuer or
any other Obligor or any of their property until the full payment and performance of the Obligations as
provided herein.

10.8 Contribution

The Issuer and Guarantors shall, subjeet to the conditions of Section 10.1, be entitled to
contribution from the other of the Issuer and Guarantors, as applicable, the intent of the Issuer and
Guarantors being that they shall share in the Obligations in the same proportion as they have benefited from
the funding provided directly or indircctly pursuant to this Debenture.

10.9 No Fraudulent Conyeyance

Notwithstanding any provision of this Debenture Guarantee to the contrary, it is intended
that this Debenture Guarantee, and any intetests, liens and Security Interests granted by the Guarantors as
security for this Debenture Guarantee, not constitute a “Fraudulent Conveyance” (as defined below) in the
event that this Debenture Guarantee or such interest is subject to the U.S. Bankruptcy Code or any
applicable fraudulent conveyance or fraudulent transfer law or similar faw of any state, Consequently, the
Guarantors and the Holder agree that if this Debenture Guarantee, or any such interests, lens or Security
Interests securing this Debenture Guarantee, would, but for the application of this sentence, constitute a
Fraudulent Conveyance, this Debenture Guarantee and each such lien and Security Tnterest shall be valid
and enforceable only to the maximum extent that would not cause this Debenture Guarantee or such interest,
lien or Security Interest to constitute a Fraudulent Conveyance with respect to the relevant Guarantor, and
this Debenture Guarantee shall automatically be deemed to have been amended accordingly at all relevant
times, For purposes hereol, “Iraudulent Conveyance” means a fraudulent conveyance under Section 548
of the U.S, Bankruptcy Code or a fraudulent conveyance or fraudulent transfer under the provisions of any
applicable fraudulent conveyance or fraudulent transfer law or similar law of any state, as in effect from
time to time. Furthermore, the amount guaranteed hereunder and the payments to be made under this
Debenture Guarantee shall be limited to an amount and payments that will not result in prohibited dividend
or distribution under applicable state law,

The foregoing limitation on the liability of the Guarantors is not a restriction on the amount
of the guaranteed Obligations of the Issuer or any other guarantor to the Holder, whether in the agpregate
or at any one time. If the Holder now holds one or more Guarantees, or hereafter receives additional
Guarantees from any Guarantor or any other guarantor of the guaranteed Obligations, the rights of the
Holder under all such Guarantecs shall be cumulative unless otherwise specified therein, In any such event,
this Debenture Guarantee shall not, unless specifically provided otherwise to the contrary, affect or
invalidate any of such other Guarantees. The liability of each Guarantor will be the aggregate liability of
such Guarantor under the terms of this Debenture Guarantee and any such other Guarantees.
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ARTICLE 11
MISCELLANEOQUS

11.1 Severabhility

If any one or more of the provisions or parts thereof contained in this Debenture should be
judicially determined to be imvalid, iflegal or unenforccable, the remaining provisions or paits thereof
contained herein shall be and shall be conclusively deemed to be, as to such jurisdiction, severable
therefrom and:

(a) the validity, legality or enforceability of such remaining provisions or parts thereof shail not in any
way be atfected or impaired by the severance of the provisions or parts thereof severed;

(b) the invalidily, illegality or unenforceability of any provision or any part thereof contained in this
Debenture shall not alTect or impair such provision or part thereof or any other provisions of this
Debenture; and

(c) to the extent permitted by Applicable Laws, each of the parties hereto hereby waives any provision
of law that renders any provision hereof unenforceable in any respect,

11.2 Laws of British Columbia

This Debenture shall be deemed to have been made and shail be construcd in accordance
with the laws of the Province of British Colutnbia and the laws of Canada applicable therein, without regard
to the conflict of laws provisions thereof, and shall be treated in all respects as a British Columbia contract,
The Issuer hereby irrevocably submits to the jurisdiction of the courts of the Province of British Columbia
for any action, suit or any other proceeding arising out of or relating to this Debenture and any other
agreement or instruiment mentioned therein or any of the transactions contemplated thereby.

11.3 Submission to Jurisdiction; Waivers

Each Guarantor that is not incorporated under the laws of a Canada or a Province thereof
hereby irrevocably and unconditionally:

(a) submits, for itself and its property, in any action, suit or proceeding relating to this Debenture, or
for recognition and enforcement of any judgment in respect thereof, to the sole and exclusive
jurisdietion of the Courls of the Provinee of British Columbia, Canada, sitting in Vancouver, and
appellate courts from any decision thereof;

(b) consents that any such action, suit or proceeding may be brought in such courts and waives any
objection that it may now or hereafter have to the venue of any such action, suit or proceeding in
any such court or that such action, suit or proceeding was brought in an inconvenient court and
agrees not to plead or claim the same;

{c) appoints the lssuer as its authorized agent to accept and acknowledge on its behalf service of any
and all process which may be served in any action, suit or proceeding of the nature referred to
above; said designation and appointment shall, to the fullest extent permitted by Applicable Laws,
be irrevocabie until this Debenture is terminated; if any such agent shall cease to act, the Guarantor
shall without delay appoint another such agent with an address in Vancouver, British Columbia and
shali promptly deliver to the Arranger on behalf of the Holder evidence in writing of such other
agent’s acceptance of such appointment,
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(d) consents, to the fullest extent it may effectively do so under Applicable Laws, to process being
served in amy action, suit or proceeding of the nature referred to above by mailing a copy thereof
by registered or certified air mail, postage prepaid, return receipt requested, to the address of the
patty to whom it is addressed specified in or designated pursuant to Section 11.4(a) or by serving
a copy thereof upon the relevant agent for service of process referred to above at the address set
forth in respect of such agent in subsection (c) above (whether or not the appointment of such agent
shall for any reason prove to be ineffective or such agent shall accept or acknowledge such service);

(e) waives, to the fullest extent it may eftectively do so under Applicable Laws, all claim of error by
reason of any such service and agrees, to the fullest extent it may effectively do so under Applicable
Laws, that sueh service (i) shall be deemed in every respect effective service of process upon a
party bereto in any such action, suit or proceeding and (ii) shall be taken and held to be valid
personal service upon and personal delivery to such party; and

8] agrees that nothing contained herein shall affect the right of any party hereto to serve process in
any other manner permitted by Applicable Laws.

114 Notices

All notices, reports or other communication required or permitied by this Debenture must
be in writing and shall be delivered by (a) persanal delivery, (b) certified or registered mail (first class
postage pre-paid), (¢) guarantced overnight delivery by recognized national courier, or (d) facsimile
transmission ot email transmission, addressed to the party to which the notice is to be given at its address,
facsimile number or email address for service herein (or to such other address which such party may
subsequently designate by ten (10) calendar days® advance written notice to the other party). Any notice,
consent, waiver, direction or other communication made or given by personal delivery, courier or facsimile
transmission to the party to whom it was addressed as aforesaid shall be deemed to have been given and
received on the date on which it was so delivered at such address (if a Business Day, and if not, or received
after 4:00 p.m. local time, the next succeeding Business Day) or if sent by prepaid registered mail be deemed
to have been given and received on the fourth Business Day following the date of its mailing or if sent by
email transmission be deemed to have been given and received at the time of receipt unless actually received
after 4:00 p.m. local time or on a date that does not falt on a Business Day at the point of delivery in which
case it shall be deemed to have been given and received on the next Business Day, :

The address, facsimile or email address for service of each of the parties shall be as follows
or at such other address as a party may designate by ten (10) calendar days® advance written notiee to the
other party:

() if to the Issuer or any Guarantor:

1006903 B.C. Lid.
Suite 2390 - 1055 West Hastings Street
Vancouver, B.C, VOE 2E9

Canada
Altention: Nicholas Bozikis
email: nick@hardycapital.com

with a copy to (which shall not constitute notice):
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Michael, Evrensel & Pawar LLP
Suite 650, 66% Howe Street
Vancouver, British Columbia V&C 034
Atteniion; Ryan Patrylulk
Telecopier No.; 604-669-1953
email: rpatryluk@meplaw.ca

(b) if to the Holder:

Deans Knight Capital Management Ltd,
1500-999 West Hastings Street
Vancouver, British Columbia V6C 2W2
Canada
Attention: Dillon Cameron
Telecopier No.: 604-669-0238
emmail: deameron@deansknight.com

with a copy to {(which shall not constitute notice):

Farris, Vaughan, Wills & Murphy LLP
25th Floor — 700 W, Georgia St.
Vancouver, British Columbia V7Y 1B3

Canada

Attention: Mitchell Gropper, Q.C.
Telecopier No.: 604-661-9349

email: mgropper(@farris.com

or the last address or telecopier number of the party concerned, notice of which was given in accordance
with this Section 11.4.

11.5 No Amendment or Waiver

Notwithstanding any other provisions of this Debenture, no amendment or waiver of any
provisions of this Deben{ure, nor consent to any departure by the Issuer therefrom, shall in any event be
effective unless the same shall be in writing and sighed by an officer of the Holder, and then such
amendment, waiver or consent shall be effective only in the specific instance and for the specific purpose
for which given and shall not extend to or be taken in any manner whatsoever to affect any subsequent
breach or default or to affect the rights of the Holder resulting therefrom.

11.6 Further Assurances

The parties hercto shall at all times promptly do, make, execute, acknowledge, deliver, or
cause to be done, made, executed, acknowledged or delivered, all such further-acts, deeds, agreements and
other instruments as may reasonably be required or desirable to give full force and effect to the terms of
this Debenture and shall take such steps as may be reasonably within ils power to implement the full extent
of this Debenture.
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11.7 Oral Agreements not Enforceable under Washington Law

ORAL AGREEMENTS OR ORAL COMMUNICATIONS TO LOAN MONLY,
EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE
NOT ENFORCEABLE UNDER. WASHINGTON T.AW,

[Remainder of page intentionally left blank]
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Exhibit A

Permitted Encumbrances

“Permitted Encumbrances” means the following types of Encumbrances:

(a)

(b)

(c)

(d)

(e)

®

(2

(h)

(1)

()

statutory Encumbrances of landlords and Encumbrances of carriers, warehousemen, inechanies,
suppliers, material men, repaicmen and other Encumbrances imposed by law incurred in the
ordinary course of business and Encumbrances for taxces, assessments or governmental charges or
claims, in either case, for sums not yet overdue or being contested in good faith by appropriate
proceedings, if such reserve or other appropriate provision, if any, as shall be required by GAAP
shall have been made in respect thereof;

Encumbrances incurred or deposits made in the ordinary course of business in connection with
workers’ compensation, unemployment insurance and other types of social security, or to seeure
the performance of tenders, statutory obligations, bids, trade contracts, leases, government
contracts, surety and appeal bonds, performance and return-of-money bonds and other similar
obligations (exclusive of obligations for the payment of borrowed money);

Encumbrances upon specific items of inventory or other goods and proceeds of any Person securing
such Person’s obligations in respect of bankers’ acceptances issued or created for the account of
such Person to facilitate the purchase, shipment or storage of such inventory or other goods;

Encumbrances cncumbering deposits made to secure obligations arising from statutory, regulatory,
confractual or warranty requirements of the Issuer, including rights of offset and setofT;

bankers' liens, rights of setoff and other similar Encumbrances existing solely with respect to cash
on deposit in one or more accounts maintained by the Issuer, in each case granted in the ordinary
course of business in favour of the bank or banks with which such accounts are maintained, securing
amounts owing to such bank with respect to cash management and operatimg account arrangements,
including those involving pooled accounts and netting arrangements; provided, however, that in no
case shall any such Encumbrances secure (either directly or indirectly} the repayment of any
Indebtedness (as such term is defined in the Debentures); '

leases or subleases (or any Encumbrances related thereto) granted to others that do not materially
interfere with the ordinary course of business of the Issuer;

any action, claim, lis pendens, certificate of pending litigation, attachment or judgment
Encumbrances which are being contested in good faith by appropriate proceedings;

casements, rights-of-way, restrictions and other similar charges or encumbrances not materially
interfering with the ordinary course of business of the Issuer;

zoning restrictions, building bylaws, ordinances, regulations, licenses, and other resirictions on the
use of real property or minor irregularities in title thereto, which do not materially impair the use
of such real property in the ordinary cowrse of business of the Issuer and its Subsidiaries or the
value of such real property for the purpose of such business;

any right of expropriation, access and use and all other similar rights conferred upon or vested in
any Governmental Authority or agency imposed by law not materiaily interfering with the ordinary
course of business of the Issuer; '
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any right reserved to or vested in any Governmental Authority or agency by law or by the terms of
any lease, grant or permii to terminate any such lease, grant or permit not materially interfering
with the ordinary course of business of the Issuer;

any right of first refusal, right of first offer, aption, contract or other agreement to sell an asset
existing on the date hercof and set forth in Schedule 4 to the Debenture Purchase Agreement; and

encumbrances securing Hedging Obligations entered into for bona fide hedging purposes of the
Issuer not for the purpose of speculation,
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Exhibit 3.8(d)

Form of Opinion of Issuer's Counsel
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[DATE]

Deans Knight Capital Management Lid., in its capacity as Arranger
Suite 1500, 999 West Hastings Street

Vancouver, BC V6C 2W2

Dear Mesdames and Sirs:

RE: 1006993 B.C. Ltd.

1. SCOPE OF REVIEW

We have acted as counsel to 1006903 B.C Ltd. (the “Corporation™) in connection with the negotiation,
execution and delivery of a debeniure purchase agreement (the “Debenture Purchase Agreement™) dated
e, 2014 between the Corporation and Deans Knight Capital Management Ltd., in its capacity as arranger
(the “Arranger”), pursuant to which the Arranger, in its capacity as portfolio manager for the Investors (as
such term is defined in the Debenture Purchase Agreement) (the “Investors™), purchased secured
convertible debentures of the Corporation in the aggregate principal amount of ten million Dollars
($10,000,000), guaranteed, jointly and severally, by Shoeme Technologies Limited, A 12345 Holdings, Inc.,
Gerler and Son, Inc. and Shoes.com, Inc.

1.1 This opinion is being provided pursuant to section 3.8(d) of the Debenture (as defined
below). Capitalized terms uscd but otherwise not defined in this opinion have the same meaning herein as
are ascribed theteto in the Debenture Purchase Agreement.

1.2 For the purposes of giving this opinion we have examined and reviewed executed copies
of the following documents:

(a) the Debenture in the aggregate principal amount of ® Dollars ($e) (the “Debenture”) issued by the
Corporation in favour of e (the “Investor™); and

(b) the notice of conversion dated [_ | issued by the Investor to the Corporation putsuant to Section
4.1(c)(i) of the Debenture (the “Conversion Notice” and together with the Debenture, the
“Reviewed Documents™),

2, LEGAL SYSTEM

2.1 The scope of our review is restricted to and this opinion is rendered solely with respect to
the laws of the Province of British Columbia (the “Jurisdiction™), and the federal laws of Canada having
application therein as of the date hereof (collectively, “Applicable Laws”). The expression “BC Courts”
means the courts of the Province of British Columbia and the federal courts constituted in Canada, the
jurisdiction of which extends to disputes arising in the Jurisdiction.

3. RELTANCE AND ASSUMPTIONS

3.1 In the examination and consideration of thc documents (including the Reviewed
Documents) required to deliver 1his opinion, we have assuined the genuineness of all signatures thereto,
other than the signatures on behalf of the Corporation, the legal capacity of all mdividuals, the authenticity
of all documents submitted to us as originals, the conformity to authentic original documents of all
documents submitted to us as photostatted, telccopied, conforimed or certified copies and the truth,
accuracy, currency and completeness of any information provided to us by public officials or otherwise
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conveyed to us by public officials, including, without limitation, the reliability of all search results obtained
by cleetronic transmission, of the indices and filing systems maintained by the public offices and registries
where we have searched, or enquired, or have caused searches or enquiries to be made.

32 We have assumed that each party to the Reviewed Documents (other than the Corporation)
(a) is a valid and subsisting corporation under its jurisdiction of incorporation, (b) has the necessary
capacity, power and authority to execute, deliver and perform its obligations under the Reviewed
Documents, (c) has taken all necessary corporate, statutory, regulatory and other action necessary to
authorize the execution, delivery and performance by it of the Reviewed Documents and (d) has duly
executed and delivered the Reviewed Documents and that such delivery has been properly made under all
applicable laws.

3.3 We have assumed that the Reviewed Documents have not been delivered subject (o any
condition or escrow which has not been satisfied.

34 We have assumed the Reviewed Documents are the legal, valid and binding obligations of
the parties thereto {other than the Corporation), enforceable against such parties in accordance with their
respective terms.

3.5 We have assumed the identity and authority of any person acting or purporting to act in a
representative capacity (other than representatives of the Corporation) or as a public official.

3.6 For the purposes of this opinion, we have also cxamined such other records, certificates
and documents and have considered such questions of law and made such investigations and inquiries as
we have considered necessary or advisable for the purposes of this opinion, including the following;

(a) a Certificate of Good Standing for the Corporation dated e and issued by the Registrar of
Companies for British Columbia (the “Certificate of Good Standing™);

{b) an officer's certificate (the “Officer’s Certificate™) of the Corporation attached hereto as Schedule
“A” attaching thereto a copy of the resolutions of the Board of the Corporation;

(c) the form of certificates for the Common Shares issuable upon conversion of the Debenture;

(d) as to the Corporation’s status as a reporting issuer in the Province of British Columbia the
Corporation’s profile as of ® on the System for Electronic Document Analysis and Retrieval
(SEDAR) maintained by the Canadian Securities Regulators and the list of reposting issuers in
default maintained by the British Columbia Securities Commission as of # (the “Reporting Issuer
Documents”); [NTD: include any other jurisdictions where the Common Shares are ligted]

(e) a certificate of @ dated e in respect of the issued and outstanding share capital of the Corporation
(the *Transfer Agent Certificate™); and

H [a letter providing conditional approval from the [Exchange] (the “|Exchange]™) dated e, pursuant
to which the [Exchange] has approved the listing of the Common Shares on the satisfaction of
certain conditions (the “Listing Conditions™) specified in that Jetter.] .

3.7 We have assumed that any person involved in any of the trades referred to below that is in
the business of trading in securities or advising as to the investing in or buying or selling of securities, holds
themselves out as being in the business of so trading or so advising ot acts as an underwriter or agent, is
duly registered as required under all Applicable Laws of any Governmental Authority relating to the
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distribution, issue, transfer, trading or purchase and sale in or of securities (collectively, “Applicable
Sccurities Laws™), and has complied with such laws or terims of registration,

3.8 In expressing the opinion in paragraph 4.1, we have relied exclusively upon the Certificate
of Good Standing, '

3.9 In expressing the opinion in paragraph 4.2, we have relied exclusively upon the Transfer
Agent Certificate,
3.10 In expressing the opinions in paragraphs 4.6 and 4.7, we have assumed that the

representations and warranties of the Arranger in the Debenture Purchase Agreement are true and correct
as of the date hereof.

3.11 Whenever our opinion herein with respect to the existence or absence of any agreement or
other instrument or any judgment, writ, injunction, decree, order, award or ruling is qualified by the
expression “to our knowledge” or “of which we are aware” or words to like effect, it is based solely on the
actual knowledge of our current partners and associate lawyers directly involved in, and obtained during
the course of, representing the Corporation in connection with the matters contemplated by the Reviewed
Documents, without having made any special inquiries in this regard.

4, OPINION

Based upon and subject to the foregoing and subject to the qualifications hereinafter set
forth, we are of the opinion that: :

4.1 The Corporation validly exists as a company under the Business Corporérfons Aet (British
Columbia) (the “Act™), and is, with respect to the filing of annual reports, in good standing with the Office
of the Registrar of Companies for the Jurisdiction,

42 Based on the Transfer Agent Certificate, the authorized capital of the Corporation consists
of an unlimited number of Common Shares of which e (&) Common Shares are issued and outstanding.

4.3 : The Common Shares have been duly and validly created, authorized, reserved and allotted
for issuance and are validly issued as fully paid and non-assessable shares of the Corporation.

4.4 The Company is a “reporting issuer” under Applicable Securities Laws, and is not noted in
default by the British Columbia Securities Commission [NTD: include any other jurisdictions where the
Common Shares are listed].

4.5 [As of the date hereof, the [Exchange] has approved the listing on the Exchange of the
Common Shares, subject to satisfaction of the Listing Conditions.]

4.6 The issuance of the Common Shares by the Corporation to the Investor is exempt today
from the prospectus requirements of the Jurisdiction, and no other documnent is required to be filed, no
proceeding is required to be taken, and no approval, perinit, consent, order or authorization of any regulatory
authority of the Jurisdiction is required to be obtained under Applicable Securities Laws to permit the
issuance of the Common Shares by the Corporation.

4.7 The first trade of the Common Shares in the Jurisdiction will not be deemed to be a
distribution and will not be subject to the prospectus tequitements under Applicable Securilies Laws
provided that:
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the Corporation is and has been a reporting issuer in a jurisdiction in Canada for at least the four
months immediately preceding the first trade;

at least four months have elapsed from the “distribution date™, as that term is defined in National
Instrument 45-102 — Resale of Securities (“NI 45-1027), of the Debenture;

the certificate representing the Common Shares carries the legend, or an ownership statement
issued under a direct registration system or other electronic book-entry system acceptable to the

regulator, bearing a legend resiriction notation, prescribed by section 2.5(2)(3)(1) of NI 45-102; and

at the time of such first trade:

(1) such first trade is not a “control distribution” as that term is defined in section 1.1 of NI
45-102;

€h) no unusual effort is made to prepare the market or to create a demand for the Common
Shares, ‘

(i)  no extraordinary commission or consideration is paid to a person or compaiy in respect of
such trade, and

(iv)  if the Investor is an insider of the Corporation, the Investor has no reasonable grounds to
belicve that the Corporation is in default of “securities legislation” (as that term is defined
in Naticnal Instrument 14-101 - Definitions).

QUALIFICATIONS AND LIMITATIONS
The opinions expressed herein are subject to the following quatifications:

the effects of any applicable bankrupicy, winding up, liquidation, insolvency, fraudulent
preference, reorganization, moratorium or any other laws or judicial decisions of whatsocver nature
or kind affecting the enforcement of creditord' rights and remedies generally, including, without
timitation, the applicable provisions of the Bankruptcy and Insolvency Act (Canada), Winding-Up
and Restructuring Act (Canada), Companies' Credirors Arrangement Act (Canada) and Canada
Business Corporations Act,

general principles of equity which may apply to any proceeding, whether in equity or at law,
including, without limitation:

() the powers of a court to stay proceedings before it and to stay the execution of judgments
and to relieve from the consequences of default;

(ii) the concepts of materiality, good faith and fair dealing;
(ii)  equitable remedies, such as specific performance and injunctive relief, may only be
available in the discretion of a court and accordingly may not be available as a remedy in

any particular circumstanee; and

(iv)  principles limiting the availability of a remedy under a circumstance where the Investor
has elected anocther rentedy;



(c)

(d)
(e)

®

(8

(h)

6.

6.1

119

the ability to recover certain costs, fees and expenses in connection with litigation brought before
the BC Courts to enforce provisions of the Reviewed Documents is in the discretion of the BC
Courts and counsel (ees are subject to taxation;

claiims becoming barred under laws regarding limitation of actions;

determinations, calculations, demands, requests, instructions and acts made by the Investor in the
exercise of a discretion given to it, may not be enforceable if made or performed unreasonably or
arbitrarily, and may not be treated as conclugive notwithstanding contrary provisions in any
Reviewed Dociment;

limitations upon the right of the Investor to enforce an obligation on the basis of a defauit of a minor
or non-substantive nature or having insubstantial consequences to the Investor;

although we are unaware of any facts which would lead us to believe that a vitiating factor such as
mistake, misrepresentation, duress or undue influence has occurred, the effect of such a vitiating
factor; and

in expressing the opinion in paragraph 4.7 with respect to the first trade of securities, such opinion
is subject to the qualifications that:

(i) such trade is not a trade constituting a transaction or part of a series of transactions
involving a purchase and sale or repurchase and resale in the course of or incidental to a
distribution, as defined in the Applicable Securities Laws;

(i) at the time of such trade, no orders, ruling or decision of any court, regulatory or
administrativc body is in effect at any relevant time that restricts any trades in the securities
of the Corporation, that affects any person who engages in such trades or that has the effect
of preventing or restricting the applicable transaction; and

(iii) ~ such trade is not made by a person or company in a “special relationship” with the
Corporation with knowledge of a “material fact” or “material change” which has not been
generally disclosed (as each such term is defined under Applicable Securities Laws).

RELIANCE LIMITATION

This opinion is given solely for the benefit of the addressees hereof, relates exclusively to

the transactions outlined above and may not be used, relied upon or distributed to any other person, other
than the Investor, or used in connection with any other transaction without our express prior written consent.
This opinion is given as of the date hereof and we disclaim any obligation or undertaking to advise you of
a change in law or fact affecting or bearing upon the opinions rendered herein occurring after the date hereof
which may come or be brought to our attention.

- Yours truly,
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Exhibit 3.8(c)

Form of Accession Deed

Reference is made to the Shareholders’ Agreement dated aé of July 7, 2014, among 1006903 B.C, Lid. (the
“Company”) and the Shareholders party thereto, as amended, supplemented or otherwise modified (the
“Shareholders’ Agreement™),

This Accession Deed dated the day of is being executed and
delivered pursuant to Section 3.8 or 4.1, as applicable, of the secured convertlble debenture of the Company
dated December 12, 2014 in the pllnmpal amount of § and registered to

. Capitalized terms used but not otherwise defined herein have the meanings
ascribed to such terms in the Shareholders’ Agreement,

The undersigned, a holder of Shares in the capital of the Company, hereby agrees to be bound by and benefit
from the terms and conditions of, and to become a party to, the Shareholders® Agreement (a copy of which
is attached hereto) as a Shareholder, as if the undersigned had been a party to such Agreement as of the date
thereof and such terins and conditions will enure to the benefit of and be binding upon the undersigned, its
successors and its permitled assigns, Notwithstanding the foregoing, the undersigned shall not be bound
by Article IX (Non-Competifion) of the Shareholders’ Agreement.

The undersigned hereby acknowledges (a) receipt of a complete copy of the Shareholders® Agreement and
(b) that the undersigned has read and understands the provisions of the Shareholders” Agreement,

The undersigned acknowledges and confirms that, prior to executing this Accession Deed, the Company
requested the undersigned to obtain independent legal advice with respect to the undersigned’s rights and
obligations under the Shareholders’ Agreement, The undersigned confirms and agrees that (a) the
undersigned has exccuted this Accession Deed on the undersigned’s own volition and without any duress
whatsoever from the Company, the other Shareholders or any other Person and (b) if the undersigned did
not obtain legal advice prior to executing this Accoession Deed, the undersigned will not in any proceeding
relating to the enforcement of rights or obligations under the Shareholders’ Agreement raise that fact as a
defence or otherwise.

The undersigned’s contact particulars for the purposes of the records of the Company are as follows:

[Name]
FAddress]
[Fax]
[E-mail}

IN WITNESS WHEREOF, the undersigned has executed this Accession Deed on the date first noted
above,

[[If a corporation:]
[insest name of acceding shareholder]
Pes:

Name:
Title:]
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[[If an individval:]

Signed, Sealed and Delivered in the presence
of:

[insert name of acceding shareholder]

Witness

Name:
Address;]

Acknowledged and Agreed:

1006903 B.C. LTD.

By:
Naine:
Title:

ROGER HARDY CAPITAL CORPORATION INC.

By:
Name;:
Title:

Date:
PELECANUS INVESTMENTS LTI,
By

Name:
Title:

[Such other person as is a party to the Shareholders Agreement at the date of this Accession Deed

By:
Name:
Title:]
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SCHEDULE A
Prepayment Notice
1006903 B.C. Ltd.

SECURED CONVERTIBLE DEBENTURES
PREPAYMENT NOTICE

To: Holders (the “Haolders™) of the Secured Convertible Debentures {the “Debentures™) of 1006903 B.C.
Ltd. (the “Issuer™)

Note: All capitalized terms used herein have the meaning ascribed thereto in the debenture purchase
agreement dated December 12, 2014 among the [ssuer and Deans Knight Capital Management Ltd, unless
otherwise indicated, All references to § shall be to lawful money of Canada, unless otherwise indicated.

Notice is hercby given pursuant to Section 3.4 of each ot'the Debentures that the aggregate principal amount
of the Debentures outstanding will be prepaid on {(the “Prepayment Date™), upon
payment of the Principal Sum and all acerued and unpaid Interest thereon to but excluding the Prepayment
Date (collectively, the “Total Prepayment Price”).

Attached hereto is an Officers’ Certificate certifying that the Current Market Price as at the Trading Day
ending threc (3) Trading Days before the datc of this Prepayment Notice was not less than one hundred and
seventy-five percent (175%) of the Conversion Price.

The Total Prepayment Price will be payable upon presentation and surrender of the Debentures to be prepaid
at

The Interest upon the Principal Sum shall cease {0 be payable from and after the Prepayment Date, unless
payment of the Total Prepayment Price shall not be made on presentation for sutrender of such Debentures
at the above office on or after the Prepayment Date,

Pursuant to Section 3.4 of each of the Debenture, the Issuer hereby irrevocably elects to satisfy its obligation
to pay the Principal Sum by issuing and delivering to the Holders that number of Common Shares obtained
by dividing the Principal Sum by the Conversion Price in effect at the close of business on the Business
Day immediately preceding the Prepayment Date, together with payment in cash of accrued and unpaid
Interest, if any, up to the Prepayment Date.

Upon presentation and surrender of the Debentures for payment on the Prepayment Date, the Issuer shall,
on the Prepayment Date, make the delivery io the Arranger, for delivery to and on account of each of the
Holders, of eertificates representing the Common Shares to which each of the Iolders is entitled.

DATED:

1006903 B.C, Ltd.

By
its:




This is EXHIBIT “B-2" referred to in the Affidavit of
DILLON CAMERON sworn before me at Vancouver
this 2™ day February, 2017.

Lé.f'/’" ..
~~ " (X' Commissioner for taking

Affidavits within British Columbia
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“Unless permitted under securities legislation, the holder of this secnity must not trade the security before
the date that is 4 months and a day after the later of (i} December 12, 2014, and (i) the date the Issuer
became q veporting issuer in any province or tervitory.

The obligations of Gerler under this Debenture are subordinated and postponed to the obligations of Gerler
to the holder of the Bank Debt pursuant to a Subordination, Posiponement and Standstill Agreement to be
entered into between the Arranger, on behalf of the Holder, the holder of the Bank Debt and Gerler.”

1006903 B.C. LTD.
(a British Columbia company)

Secured Convertible Debenture

1006803 B.C. LTD. (the “Issuer”) for value received hereby promises to pay to JAYVEE & CO ITF

Y'TCF6310002 or such other Person or Persons who may at the time be the registered holder hereof (the “Holder™) on June
30, 2017 (the “Maturity Date”), or such earlier date as the Principal Sum may become due subject to and in accordance
with the terms, conditions and provisions of Schedule “A* hereto, on presentation and surrender of this Debenture, the
Principal Sum of five hundred thousand Dollars (Cdn. $500,000) in lawful money of Canada, and in the meantime to pay
interest on the Principal Sum outstanding hereunder in like currency at the Applicable Interest Rate as and from the Issue
Date until full and final payment and discharge hereof. Interest accruing due heteunder shall be caleulatod daily on the
basis of & 365 or 366 day year (as the case may be) and shall be due and payable monthly in arrears on the last Business
Day of each calendar month, the first such payment to fall due on the last Business Day of the month in which the Issue
Date occurs. Anry amount of interest not paid when due (including overdue and unpaid interest), and all interest calculated
after maturity, default, demand and judgment, shall bear interest at the aforesaid rate, be calculated daily and compounded
on the last Business Day of each calendar month (by adding such acerued and unpaid interest to the Principal Sum, the total
. of which shall then bear interest at the aforesaid rate), and shall be paid without the necessity for any demand being made.
The theory of deemed reinvestment shall not apply to the calculation of interest or the payment of other amounts hereunder.

This Debenture is issued upon the terms and conditions as are set out in Schedule “A” hereto, which terms,
conditions and provisions are attached hereto and are incorporated herein and form a part hereof. Unless the context
otherwise requires capitalized expressions herein shall have the meanings provided for in Sehedule “A™ hereto.

Payment of the Obligations under this Debenture ate unconditionally guaranteed by the Guarantors as set
forth in Schedule *A™ hereto,

< e N WITNESS WHEREOF the Issucr and the Guarantors have exccuted this Debenture on
December 12 , 2014 {the “Issue Date™), : '

By the Issuer: By the Guarantors:
1006903 B.C. &f SHOEME TECHNOLOGIES LIMITED GERLER AN])@‘ON, INC.
its: CPe e i :: its: cFo
Al12345 HOLDINGS, INC, SHOES,.COMJINC.
. el

ey o ——

its: cpe its: Cpe
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SCHEDULE “A*»
TO SECURED CONVERTIBLE DEBENTURE OF 1046903 B.C. LTD.

The following terms and conditions are applicable to the secured convertible note of
1006903 B.C. Ltd.

ARTICLE 1
INTERPRETATION

1.1 Definitions
In this Debenture, unless there is something in the subject matter or context inconsistent:
“98% Redemption Right” has the meaning provided for in Section 3.1(e);
“A12345” means A12345 Holdings, Inc., a Washington, USA corporation;
“Accession Deed” has the meaning provided for in Section 3.8(c);

“Acquisition Agrcement” means the stock purchase agreement dated the Issue Date among the Seller, as
seller, A12345, as purchaser, and the Issuer in respect of the purchase and sale of all of the issued and
outstanding shares of capital stock of Shoes,coin;

“Adjustment Period” means the period during which this Debenture is Outstanding;

“Affiliate” means, with respect to any Person, another Person that directly, or indirectly through one or
more interinediaries, Controls or is Controlled by or is under common Control with the Person specified;

“Agpgregate Marlet Capitalization” means, at any date, the amount equal to the product of the Current
Market Price as of the trading day immediately preceding such date and the number of Coinmon Shares
outstanding on such date;

“Applicable Interest Rate” at any time means the Interest Rate at such time;

“Applicable Laws” ineans, with respect to any Person, property, transaction or event, any present or future:
(a) domestic or foreign statute, law (including commeon and civil law), treaty, code, ordinance, convention,
rule, regulation, restriction or by-law (zoning or otherwise); (b) judgment, order, writ, injunction, decision,
direction, determination, ruling, decree or award; {¢) regulatory policy, practice, ruling, interpretation,
guideline or directive; or (d) any order, permit, approval, grant, license, consent, right, franchise, privilege,
certificate exemption, waiver, registration or other authorization, binding on or affecting the Person,
property, transaction or event referred to in the context in which the term is used in each case whether or
not having the force of law;

“Applicable Securities Laws” means all Applicable Laws of any Governmental Authority relating to the
distribution, issue, transfer, trading or purchase and sale in or of securities, including the rules and
regulations of any stock exchange on which any of the securitics of the Issuer are listed for trading or to
which the Issuer has made an application (which has not been withdrawn) for the listing of any of its
sceurities);

“Arranger” means Deans Knight Capital Management Lid.,, a corporation governed by the Canada
Business Corporations Act;
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“Bank Debi” means Financial Indebtedness of Gerler at any time (a) in the aggregate principal amount of
up to five million US Dollars (US$5,000,000) under the Amended and Restated Credit Agreement dated as
of April 1, 2014 between U.S. Bank National Association and Gerler; or (b) in the aggregate principal
amount of up to seven million and five hundred thousand US Dollars (US$7,500,000) under a credit
agreeiment to be entered into by Wells Fargo Bank, National Association and Gerler;

“Bank Intercreditor Agreement” means as the context requires, the U.S. Bank Intercreditor Agreements
ot the Wells Fargo Intercreditor Agrcement;

“*BDC Loan” means Financial Indebtedness of SHOEMEe in the aggregate principal amnount of one hundred
twenty-five thousand Dollars ($125,000) to the Business Development Bank of Canada under a letter of
offer dated Qctober 5,2012;

“Board” has the meaning provided for in the definition of “Change of Control”;

“Board Observer Agreement” mcans the Board Observer Agreement in the form of Exhibit 6.4 of the
Debenture Purchase Agreement;

“Brown Shoe Intercreditor Agreement” means the Subordination, Postponement and Standstill
Agreement amnong the Arranger, the Seller, the Issuer and each of the Subsidiaries (oxcept for Gerler) dated
the Issue Date, in the form of Exhibit 2.2(a)(i1)(B) of the Debenture Purchase Agreement;

“Business” means the business of the Issuer being the sale and distribution of footwear to retail customers
through the facilities of the Internet;

“Business Day” means a day (other than a Saturday, Sunday or statutory holiday) on which banks are
generally open for business in the City of Vancouver, British Columbia;

“Canadian GAAP” means generally accepted accounting principles as may be described in the Canadian
Institute of Chartered Accountants Handbook, including the Canadian Accounting Standards for Private
Enterprises to the extent applicable, and other principal sources recognized from time to time by the
Canadian Institute of Chartered Accountants;

“Change of Control” of the Issuer or any of its Subsidiaries, as applicable, means the occurrence of any
of the following events, other than (i) with the approval of the Asranger on behalf of the Holder, (ii) in
connection with, and at the time of completion of, an Initial Public Offering, or (jii) in connection with the
Acquisition Agreement and the transactions contemplated thereby:

(a) any Person or group of Persons acting in coneert acquires Voting Shares of the Issuer or any
Subsidiary of the Issuer or securities convertible into or exchangeable for Voting Shares of the
Issvet or any Subsidiary of the Tssucr or the right to acquire Voting Shares of the Issuer or any
Subsidiary of the Issuer representing, after such acquisition and after giving cffeet to such
conversion or exchange or exercise of such right, inore than fifty percent (50%) of the Voting
Shares of the Issuer or any Subsidiary of the Issuer;

(b) (i) all or substantially all of the assets of the Issuer or any Subsidiary of the Issuer are sold or
otherwise transferred to any Person other than a wholly-owned Subsidiary of the Issuer or (if) the
Issuer completes a Merger Transaction, in either case under this clause (b), in one transaction or a
series of related transactions which results in the occurrence of the circumstances referred to in
clause (a) above;
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(c) the [ssuer shall adopt a plan of liquidation or dissolution or any such plan shall be approved by the
shareholders of the [ssuer; or
(d) in any period of twelve (12) consecutive months, the individuals who are members of the board of

directors (the “Board™) of the Issuer or any Subsidiary of the Issuer at the beginning of such iwelve
(12) month period cease for any reason to constitute at least a majority of the Board unless the
appointment or election of such individuals was approved by members of the Board of the Tssuer
or such Subsidiary who were members of the Board of the Issuer or such Subsidiary at the
beginning of such period and any successor to any such director who was recommended or elected
or appointed to succeed any such director by the affirmative vote of the directors when that
affirmative vote includes the affirmative vote of at least a two-thirds (2/3) majority of the directors
then on the Board of the Issuer or such Subsidiary;

“Change of Control Notice” has the meaning provided for in Section 3.1(a),
“Change of Control Offer” has the meaning provided for in Section 3.1(a);
“Collateral” has the meaning given thereto in the Security Agreements;

“Collateral Agency Agreement” means the Collateral Agency Agreement in the form of Exhibit
2.2(a)(if)(A) of the Debenture Purchase Agreement;

“Common Shares” or “Shares” means, subject to Section 4.10(d), the shares of conunon sfoek in the
capital of the Issuer;

“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management or policies of a Person, whether through the abilily to exercise voting power, by contract or
otherwise and “Controlling” and “Controlled” have meanings correlative thereto;

“Conversion Date” in respect of the exercise by the Holder or the Issuer of a Conversion Right, means the
date on which the Holder gives notice of the conversion of the whole or part of the Principal Sum pursuant
to Seotion 4.1(c) or the date on which the [ssuer gives notice to the Holder of the conversion of the whole
ot any patt of the Principal Sum pursuant to Section 4.1(d);

*Conversion Period” means the period during which the Holder or the Issuer may exercise the Conversion
Right pursuant to Section 4.1(a);

“Conversion Price” means, at any time, the price per Common Share at which the Principal Sum shall at
such time be convertible info Common Shares as adjusted in accordance with the provisions of Article 4
which shall initially be the Initial Conversion Price;

“Conversion Right” means the right of the Hoider to convert or of the Tssuer to force conversion, as the
case may be, of the whole or any portion of the Principal Sum into Shates at the Conversion Price pursuant
to Section 4.1(a); :

“Corporate Reorganization™ has the meaning provided in Section 4,10(d);

“Counsel” means a barrister or solicitor or firm of barristers or solicitors retained or employed by the Issuer
and acceptable to the Arranger on behalf of the Holder, acting reasonably;
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“Current Market Price” means at any date of determination, the Weighted Average Price per Share for
the twenty (20) consecutive Trading Days (sixty (60) Trading Days in the case of the exercise of the Issuer's
Conversion Right) ending on the third (3') Trading Day preceding the date of determination on the Toronto
Stock Exchange or, if on such date the Common Shares are not listed on the Toronto Stock Exchange, on
such stock exchange upon which the Coinmon Shares are listed and as selected by the Directors;

“DBRS” ineans DBRS Limited;

“Debenture” means this Debenture and “Debentures” means secured convertible debentures of the Issuer
in the form of this Debenture in the aggregate principal amount of ten million Dollars ($10,000,000);

“Debenture Guarantee” means the guarantee of each Debenture by the Guarantors pursuant to Article 10;

“Debenture Purchase Agreement” means the agreement dated the Issue Date between the Issuer and the
Arranget;

“Default” means any event or circumstance, which with the giving of notice or lapse of time, would
constitute an Event of Default;

“deliver” or any derivative thereof means, actual delivery to the other party or its professional advisors;

“Demand Note” means the demand promissory note dated as of the date hereof issucd by A12345 o the
Issuer in the aggregate principal amount of four million US Dollars (US$4,000,000);

“Director” means a director of the Issuer and, unless otherwise specified herein, refercnce to action “by
the directors” means action by the directors of the Issuer as a board or, whenever duly empowered, action
by any committee of such board;

“Disposition” or “Dispose” means the sale, assigninent, lease, conveyance, transfer or other disposition of
property of the Issuer, or any agreement to do any of the foregoing, other than a Permitted Disposition or
in respect of a Permitted Disposition;

“Distribution™ means any of the following:

(a) the declaration or payment of any dividend or any other distribution on Equity Interests of the Issuer
or any payment made to the direct or indirect holders (in their capacities as such) of Equity Interests
of the Issuer, including any payment in connection with any Merger Transaction;

(b) the redemption of any Equity Interests of the Issuer or any Subsidiary of the Issuer, including, any
payment in connection with any Metger Transaction;

(c) any Investment other than a Permitted Investment;

(d) any payment of principal of or redemption prior to the scheduled maturity or prior to any scheduled
repayment of principal or sinking fund payment, as the case may be, in respect of any Financial
Indebtedness of the Issuer except Permitted Financial Indebtedness;

{e) any payment on account of, or for the purpose of setting apatt, any property for a sinking or other
analogous fund for: (i) the purchase, redemption, retirement or other acquisition of Equity Interest
in the Issuer; (i) any principal of or interest or premium on or of any amount in respect of a sinking
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or analogous fund or defeasance fund for any Indebtedncss of the Issuer ranking in right of payment
subordinate to any liability of the Issucr under this Debenture; or

() any management, consulting or similar fee or any bonus payment or comparable payment, or by
: way of gift or other gratuity, to any Affiliate of the Issuer or to any director or officer thereof other
than as compensation for services rendered to the Issuer or any of its Subsidiaries in the ordinary

course;

“Dollars” and the symbol “$” each means lawful money of Canada;

“Encumbrance” includes any assignment, mortgage, charge, pledge, lien, hypothec, encumbrance,
security interest or insurance securing or in effect securing any obligation, conditional sale or title retention
agreement, contractual deposit, {rust deposit, escrow mrangement or other preferential arrangement
whatsoever, howsoever created or arising, whether absolute or contingent, fixed or floating, legal or
equitable, perfected or not, and includes the rights of a lessor pursuant to an operating lease, capitalized
lease or sale leaseback arrangement, any right of set-off and any guarantees or indemnitics;

“Environment” means soil, surface waters, groundwater, land, stream sediments, surface or subsurface
strata and ambient air;

“Environmental Claims” has the meaning provided in Section 7.2(b);

“Environmental Laws” means all Applicable Laws that address, are related to, or are otherwise conccrned
with, the protection of the Environment, health or safety issues (including occupational safety and health);

“Environmental Liabilities” means any and all indebtedness, liabilities and obligations for any Release,
any environmental damage, any contamination or any other environmental problem caused or alleged to
have been caused to any Person, property or the environment as a result of any Release or the condition of
any property or asset, whether or not caused by a breach of Applicable Laws, including all indebtedness,
liabilities and obligations arising from or velated to: (i) any surface, underground, air, groundwater, or
surface water contamination; (ii) the abandonment or plugging of any well; (iii) restorations and
reclamations; (iv) the removal of or failure to remave any foundations, structures or equipment; (v) the
cleaning up or reclamation of storage sites; (vi) any Release; (vii} violation of pollution standards; and (viii)
personal injury (including sickness, discase or death) and property damage arising from the foregoing;

“Equity Interests” of any Person means (i) any and all shares or other equity interests (including common
shares, preferred shares, partnership interests, trust interests, limited liability company interests and limited
liability partnership interests) in such Person; and (ii) all rights to purchase, warrants or options, including
securities convertible into or exchangeable for, participations or other equivalents of or interests in
(however designated) such shares or other interests in such Person (whether or not currently exercisable,
exchangeable or convertible);

“Event of Default” means any cvent or circumstance specified in Section 6.1, which has not been waived
or cutred or remedied;

“Excess Bid Consideration” has the meaning provided for in Section 4.10(f);
“Excess Distribution” has the meaning provided for in Section 4.,10(e);

“Expiration Time” has the meaning provided for in Section 4.10(f);
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“Financial Indebtedness” of any Person at any date means, without duplication, all Indebtedness of such
Person: (i} for borrowed money (whether or not the recourse of the lender is to the whole of the assets of
such Person or only to a portion thercof); (ii) evidenced by bonds, debentures, Debentures or other similar
instrurnents; (iii) in respect of financial letters of credit or other similar instruments (or reimbursement
obligations with respect thereto); (iv) to pay the deferred and unpaid purchase price of property or services;
(v} in respect of leases of such Person that are required to be shown as a liability on the financial statements
of such Person prepared in accordance with GAAP; (vi) secured by an Encumbrance on any property of
such Person, whether or not such Indebtedness is assumed by such Person or the recourse of the holder of
such Indebtedness is limited to such property; (vif) under conditional sale or other title retention agreements
relating to assets purchased by such Person; (viii) in respect of redemption obligations with respect to any
shares of any other Person which are (I) redeemable, retractable, payable or required to be purchased or
otherwise retired or extinguished, or convertible into debt of such Person (A) at a fixed or determinable
date, (B) at the option of any holder thereof, or (C) upon the occurrence of a condition not solely within the
control and discretion of such Person; or (IT) convertible into any other shares described in (I) above; (ix)
to the extent not otherwise included in this definition, Hedging Obligations of such Person; and (x) all
Guarantees of Indebtedness of the type referred to in any of the foregoing sub-clauses (i) to (ix) of another
Person. Notwithstanding the foregoing, the following shall not be considered Financial Tndebtedness: (i)
carn-outs or similar profit sharing arrangements provided for in acquisition agreements which are
determined on the basis of future operating earnings or other similar performance criteria (which are not
determinable at the titne of acquisition) of the acquired assets or entities; and (ii) accrued expenses, trade
payables, customer deposits or deferred income taxes arising in the ordinary course of business of such
Person. Any Indebtedness which is incurred at a discount to the principal amount at maturity thereof shall
be deemed to have been incurred at the full principal amount at maturity thereof. For all purposes hereof,
the Financial Indebtedness of any Person shall include the Financial Indebtedness of any partnership or
joint venture (other than a joint venture that is itself a corporation or limited Liability company) in which
such Person is a general partner or a joint venturer, unless such Indebtedness is expressly non-recourse to
such Person;

“GAAP” mcans Canadian GAAP and/or US GAAP, as the context requires;
“Gerler” ieans Gerler and Son, Inc., a Washington, USA corporation;

“Governmental Authority” means any (i) multinational, federal, provincial, territorial, state, regional,
municipal, local of other goveriument or any governmental or public department, (ii) court, tribunal, arbitral
body, statutory body, commission, board, burcau or agency, (iii) self-regulatory organization or authority,
including any stock exchange on which any securities of the Issuer are listed, (iv) subdivision, agent,
commission, board or authority of any of the foregoing, or (v) quasi-governmental or private body
exercising any regulatory, expropriation or taxing authority under or for the aecount of any of the forcgoing
and inciudes a Securities Regulatory Authority;

“Guarantee” means, as to any Person, any obligation, contingent or otherwise, of such Person guaranteeing
or having the economic effect of guaranteeing any Indebtedness payable or performable by another Person
(the “primary obligor”) in any manncr, whether directly or indirectly, and including any obligation of such
Person, direct or indirect,-(i) to purchase or pay (or advance or supply funds for the purchase or payment
of) such Indebtedness, (ii) to purchase or lease property, securitics or services for the purpose of assuring
the obligee in respect of such Indebtedness of the payment or performance of such Indebtedness, (iii) to
maintain working capital, equity capital or any other financial statement condition or liquidity or level of
income or cash flow of the primary obligor so as to enable the primary obligor to pay such Indebtedness,
or (iv) entered into for the purpose of assuring in any other manner the obligee in respect of such
Indebtedness of the payment or performance thereof or to protect such obligee against foss in respect thereof
(in whole or in part). The amount of any Guarantec shall be deemed to be an amount equal to the stated or
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determinable amount of the related primary obligation, or portion thereof, in respect of which such
Guarantee is made or, if not stated or determinable, the maximum reasonably anticipated liability in respect
thereof as determined by the guaranteeing Person in good faith. The term “Guarantee” as a verb has a
cotresponding meaning;

“Guarantor” means each of SHOEme, A12345, Gerler and Shoes.com;

“IIazardous Substances” means any pollutant, contaminant, waste of any nature, hazardous substance,
hazardous material, toxie substance, dangerous substance, dangerous good or other substance that is
prohibited, listed, defined, designated or classified as dangerous, hazardous, radioactive, explosive or toxic
or a pollutant or a contaminant undez or pursuant to any applicable Environmental Laws, and specifically
ineluding pctroleum and all derivatives thereof or synthetic substitutes therefore and asbestos or asbestos-
containing materials or any substance which is deemed under Environmental Laws to be deleterious to
natural resources or worker or public health and safety;

“Hedging Obligations™ of any Petson means the obligations of such Person pursuant to (i) any interest rate
swap agreement, interest rate collar agreement or other similar agreement or arrangement designed to
protect such Person against fluctuations in interest rates, (if) agrecments or arrangements designed to protect
such Person against fluctuations in foreign currency exchange rates in the conduct of its operations, or (iii)
any forward contract, commodily swap agreement, commodity option agreement or other similar agreement
or arrangement designed to protect such Person against fluctuations in commodity prices, in each case
entercd into in the ordinary course of business for bona fide hedging purposes and not for the purpose of
speculation;

“Holder” has the meaning provided for on the first page of this Debenture and its successors and permitted
assigns or the Person or Persons fiom time to time registered as the holder or holders of this Debenture
pursuant to Section 8.1;

“including” means including, without limitation, and shall not be construed to limit any general statement
which it follows to the specific or similar items or matters immediately following it, and “includes™ shall
be construed in a like manner; .

“incur” means, with respect to any Indebtedness, incur, create, issue, assume, guarantee or otherwise
become directly or indirectly liable, contingently or otherwise, with respect to such Indebtcdness, and
“incurrence” has a corresponding meaning;

“Indebtedness” means all present and future obligations, indebtedness, liabilities, covenants, agreements
and undertakings of a Person howsoocver arising, whether direct or indirect, absolute or contingent, matured
ot not, extended or renewed, wheresoever and howsoever incurred, including all future advances and
re-advances, and whether the same is from time to time reduced and thereafier increased or entirely
extinguished and thereafter incurred again and whether sucl Person be bound alone or with others and
whether as principal or surety, including all interest, fees, expenses, indemnities and costs;

“Initial Conversion Price” means a price per Common Share that is the lesser of: (i) ten Dollars ($10) or,
if, by January 31, 2015, the Issuer has completed an issuance of Equity Interests for gross proceeds of at
least five million Dollars ($5,000,000), fourteen Dollars ($14); and (ii) the price that is at a thirty percent
(30%) discount to the price per Common Share paid to the Issuer in the first issuance of Common Shares
by the Issuer next fol!owing the Issue Date to a Person whose relationship with the Issuer is not non-arm’s
length (“non-arm’s length” for this purpose having the same meaning as such term has under the Tax Act);
provided that the amounts set forth in this definition are subject to adjustiment nautatis mz:fandr.s in the same
manner as the Conversion Price is adjusted pursuant to Section 4.10;
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“Initial Public Offering™ means the issue of Common Shares in connection with the Issuer becoming a
“reporting issuer™ under Applicable Securities Laws and the listing of the Common Shares on a stock
exchange or a Merger Transaction where the resulting entity is a “reporting issuer” under Applicable
Sccurities Laws;

“Intercompany Notes” means Financial Indebtedness of A12345 (i) in the aggregate principal amount of
ten million US Doliars (U$$10,000,000) under a sceured promissory note dated July 7, 2014 issued by
A12345 to the Issuer, as subsequently assigned to and assumed by SHOEmic, as payee, pussuant to an
Assignment and Assumption Agreement dated November 26, 2014 among the Issuer, SHOEme and
A12345; (if) in the apgregate principal amount of two million US Dollars (US$2,000,000) under a
promissory note dated the date hereof issued by A12345 to the Issuer; and (iii) under the Demand Note,
each as subordinated pursuant {o the Brown Shoe Intercreditor Agreement;

“Interest” means inlerest at the Applicable Interest Rate calculated and payabie pursuant to Article 2 on
the Principal Sum and any other amounts owing by the Issuer to the Holder under this Debenture;

“Interest Payment Date” means the last day of each month for so fong as this Debenture is outstanding,
and the Maturity Date, provided that in the event that all or any part of the Principal Sum is partially or
totally prepaid at any time other than on an Interest Payment Date, then the date upon which such partial or
total prepayment is made shall be an Interest Payment Date in respect of the amount of such Principal Sum
so prepaid;

“Interest Period” means;

(a) the period beginning on (and including) the Issue Date and ending on (and including) the last day
of the month in which the Issue Date occurs; and

) thereafter, successive periods beginning on (but excluding) each successive Intcrest Payment Date
and ending on (and including) the earlier of the next Interest Payment Date and the Maturity Date;

“Interest Rate” means: (i) a rate of ten per cent (10%) per annum; and (ii) while an Event of Default exists,

fifteen per cent (15%) per annum;

“Investment” of any Person means: (i) all divect or indirect investments by such Person in any other Person
in the form of loans, advances or capital contributions or other credit extensions constituting Indebtedness
of such other Person, and any guarantee of Indebtedness of any other Person; (ii) all purchases (or other
acquisitions for consideration) by such Person of Indebtedness, Equity Interests or other secuiities of any
other Person; and (iii) all other iteins that would be classified as investments on a balance sheet of such
Person prepared in accordance with GAAP;

“Issuc Date” has the meaning set forth on the first page of this Debenture;

“Issuer” has the meaning set forth on the first page of this Debenture;

“Judgment Conversion Rate” has the meaning provided for in Section 7.41

“Losses™ has the meaning provided for in Section 7.2(a);

“Material Adverse Change” means any event, occurrence, development after the date hereof or slafe of

occurrence ot state of circumstances or facts that cxists at any time on or after the date hereof that has or
had or would reasonably be expected to have a Material Adverse Effect;
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“Material Adverse Effect” means any event, occurrence, development or state of occurrence or state of
circumstances or facts that has or had or would reasonably be expected to have an effect that, individually
or when taken together with all other events, oceurrences, developinents or states of occurrence or states of
circumstances or fact is reasonably or would reasonably be expected to be: (i) material and adverse to the
business, condition (financial or otherwise), results of operations or assets or liabilities (actual or
contingent) of the Issuer and its Subsidiaries considered as a whole; (ii) a material impairment of the ability
of the Issuer or any of its Subsidiaries to perform its obligations under any Transaction Document to which
it is & party; (iii} a material adverse effect upon the legality, validity, binding effect or enforceability against
the Issuer or any of its Subsidiaries of any Transaction Document to which it is a party; (iv) a material
adverse effect on the rights or remedies of the Holder in respect of this Debenture or of the Arranger under
the Debenture Purchase Agreement or in respect of the Security Agreements; or (v) a material adverse
effect on the value of the Collateral or the ability of the Arranger to exercise its remedies at the times and
in the manner contemplated by the Securily Agreements; provided, however, that the term Material Adverse
Effect shall exclude any effect described in sub-clause (i) above resulting from or arising in connection
with: (A) any change in GAAP; (B) any change in the global, national or regional condilions (including the
outbresk of war or acts of terrorism) or in the national or global financial or capital markets, (C) any change
in the business in which the Issuer and its Subsidiaries operate, provided that for the purposes of (B) and
(C) such cffect does not primarily relate to (or have the effect primarily rclating to) the Issuer and its
Subsidiaries or disproportionately adversely affects the Issucr and its Subsidiaries compared to other entities
operating in the business in which the Issuer operates, or (D) the Board Observer Agreement;

“Maturity Date” has the meaning provided for on the first page of this Debenture;

“Merger Transaction” mneans any transaction of merger, amalgamation, consolidation, winding-up, plan
of arrangement, reorganization or reconstruction with any Person or any transaction by way of transfer,
liquidation, sale, lease, disposition or otherwise whereby all or substantially all of the Issuer's or any
Subsidiary of the [ssuer’s undertaking, property or assets would become the property of any other Person,
other than by or between wholly-owned Subsidiaries of the Issuer or the Issuer and such Subsidiaries, other
than in connection with, but not after the completion of, an Initial Public Offering;

“Net Proceeds” means proceeds in cash, cheques or other cash equivalent financial instruments, as and
when received by the Person making a Disposition, net of: (i) the direct costs telating to such Disposition
excluding amounts payable to the Issuer or any Affiliate of the Issuer, (ii) sale, use or other transaction
taxes paid or payable as a result thereof including income taxes, and (iii) amounts required to be applicd to
repay prineipal, interest and prepayment premiums and penalties on Financial Indebtedness secured by an
Encumbyrance on the property which is the subject of such Disposition;

“Next Trading Day” has the meaning provided in Section 4.10(f),

“Obligations™ means any and all Indebtedness of the Issuer to the Holder under this Debenture;

“Obligor” means each of the Issuer and each Guarantor;

“Offer Price” has the meaning provided in Section 3.1(a);

“Officers’ Certificate” means a certificate signed by any one of the following officers of the Issuer:
President and Chief Executive Officer, Chief Financial Officer, any Vice-President, Secretary or Treasurer;

“ordinary course of business” or “ordinary course” when used in relation to the taking of any action by
any Person mears that the action is consistent in its nature, scope and magnitude with the past practices of
such Person and is taken in the ordinary course of the day to day operations of the business of such Person;
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“QOutstanding” when used in relation to this Debenture has the meaning provided for in Section 1.6;

“Payment Account” means such account as the Holder may from time to time advise the Issuer in writing;

“Permitted Dispositions” means:

(a)

(b
(¢)

(d)

(e)

Dispositions of inventory, or wom-out, obsolete or othier surplus equipment, all in the ordinary
course of business;

Dispositions, non-renewals and exchange propetties in the ordinary course of business;

Dispositions which are made for fair market value and the mandatory repayment in the amount of
the Net Proceeds of such Disposition is imade as required by Section 3.2,

Dispositions between wholiy-owned Subsidiarics of the Issuer or between the Tssuer and such
Subsidiaries, and for greater certainty, includes the transfer by A12345 to the Issuer of the

Shoes.com Domain Names, subject to the Security Tnterests in the Security Agreements; or

Dispositions with the consent of the Atranger on behalf of the Holder;

“Permitted Encuinbrances™ means:

(a)

(b}
(c)

(d)

Security Interests, upon or in any property acquired by the Issuer after the date hereof in the
ordinary course of business, created at the time of such purchasc or within sixty (60) calendar days
thereafter to secure the purchase price of sueh property or to secure TFinancial Indebtedness incurred
solely for the purpose of financing the acquisition of such property and Security Interests existing
on such property at the time of its acquisition (other than any such Security Intcrest created in
contemplation of such acquisition), provided that no such Sccurity Interest shall extend to any
property of the Issuer other than the property so acquired;

Encumbrances of the type referred to in Exhibit A attached hereto;

Encumbrances existing as of the date of the Debenture Purchase Agreement and securing each of
the Bank Debt with U.S. Bank National Association, the BDC Loan, the Vendor Take Back Loan,
the Intercompany Notes and the Subordinated Debt: and

Encumbrances sccuring the Bank Debt with Wells Fargo Bank, National Association;

“Permitted Financial Indcbtedness” means any of the following:

(a)

(b)
(c)

Financial Indehtedness incurred under each of the Bank Debt, the BDC Loan, the Vendor Take
Back Loan, the Intercompany Notes and the Subordinated Debt;

Financial Indebtedness represented by the Debentures; and

trade payables and accrued liabilities of the Issuer and its Subsidiaries incurred in the ordinary
course of business of the Issuer and its Subsidiaries;

“Permitted Investinent” of any Pcrson means: (a) loans and advances to directors, employees and officers
of the Issuer for bona fide business purposes and to purchase Equity Interests of the Issuer not in excess of
one million Dollars ($1,000,000) at any one time outstanding; (b) cash and cash equivalents; (c) receivables
owing to such Person if created or acquired in the ordinary course of business and payable or dischargeable
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in accordance with customary trade terms; provided, however, that such trade terms may include such
concessionary irade terms as such Person deems reasonable under the circumstances; (d) Investments in
securities of trade creditors or customers received pursuant to any plan of rcorganization or similar
arrangement upon the bankruptcy or insolvency of such trade creditors or customers; (e) share, obligations
or securities received in settlement of debts created in the ordinary course of business and owing to such
Person or in satisfaction of judgments; and (f) book based securities, negotiable instruments, Investments
or securities which evidence (i) short term redeemable Investments (having a term to maturity of not more
than one year) issued or fully guaranteed by the Government of Canada or any Province of Canada with a
short term debt rating of “R-1 (mid)" or betier by DBRS or “A 1+" by S8&P, (ii) demand deposits, term
deposits or certificates of deposit of banks listed in Schedule [ of the Bank Act (Canada), which have a short
term debt rating of “R-1 (mid)” or better by DBRS or “A 1+7 by S&P, (iii) commercial paper directly issued
by Schedule I Banks having, at the time of the investment therein, a short term debt rating of “R-1 (mid)”
or better by DBRS or “A 1+ by S&P, (iv) call loans to and notes or bankers® acceptances issued or accepted
by any depository institution descrihed in (ii) above and (v) teri deposits with an entity, the commercial
paper of which has a rating of *R-1 (mid™) or better by DBRS or “A 1+ by S&P;

“Person” means any individual, firm, partnership, company, corporation or other body corporate,
government, governmental body, agency, instrumentality, unincorporated body or association and the heirs,
executors, administrators or other legal representaiives of an individual;

“Prepayment Date” has the meaning provided in Section 3.4;
“Prepayment Notice” has the meaning provided in Scction 3.4;

“Principal Sum” in respect of this Debenture means the amount set forth as the principal sum on the first
page of this Debenture or such lesser principal sum as is owing under this Debenture from time to time, and
in respect of all Debentures means the aggregate of such amounts in respect of all Debentures;

“Release” has the meaning prescribed in any Environmental Law and includes any sudden, intermittent or
gradual release, spill, leak, pumping, addition, pouring, emission, emptying, discharge, migration, injection,
escape, leaching, disposal, dumping, deposit, spraying, burial, abandonment, incineration, seepage,
placement or introduction of a Hazardous Substance, whether accidental or intentional, into the
enviromment;

“S&P” means Standard & Poor’s Financial Services LLC;
“seeurities” has the meaning ascribed thereto in the Securities Act (British Columbia);

“Securities Regulatory Authorities” means the securities commissions or similar regulatory authorities in
each of the provinces and territories of Canada and any other applicable jurisdiction;

“Security Agreements” means the: (i) General Security Agreement of the Issuer; (il) General Security
Agreement of SHOEme, (iii) Securily Agreemtent of A12345; (iv) Security Agreement of Gerler; (v)
Intellectual Property Secwrity Agreement of Gerler; (vi) Trademark Security Agreement of Gerler; (vii)
Security Agreement of Shoes.com; (viii) Intelleclual Property Security Agreement of Shoes.com; and (ix)
Control Agreement of Shoes.com, each in substantially the respective forms set out in Exhibit 2,2(b)(ii) of
the Debenture Purchase Agreement;

“Security Intcrest” means any assignment, mortgage, charge, pledge, lien, hypothec, encumbrance,
security interest or insurance securing or in effect securing any obligation, conditional sale or title retention
agreement, contractual deposit, trust deposit, escrow arrangement or other prefcrential arrangement
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whatsoever, liowsoever created or arising, whether absolute or contingent, fixed or floating, legal or
equitable, perfected or not, and includes the rights of a lessor pursuant to an operating lease, capitalized
lease or sale-leaseback arrangement, any right of set-off and any guarantecs or indemnities;

“Seller” means Brown Shoe Investinent Company, Inc.,;

“Shareholders’ Agreement” means the Shareholders’ Agreement dated July 7, 2014 entered into among
the Issuer, Roger Hardy Capital Corporation Inc., Pelecanus Investments Ltd. and such other persons as
shall from time {o time become bound pursuant to the provisions of Section 2.4 thereof, as amended,
supplemented or otherwise modified,;

“SHOEme” means SHOEme Technologies Limited, a eorporation governed by the Canada Business
Corporations Act;

“Shoes.com” means Shoes.com, Inc., a Delaware, USA corporation;

“Shoes.com Domain Names” means all right, title and interest in, to and under any domain name
registration or uniform resourcc locator or URL owned on the date hereof by Shoes.com, including without
limitation, Shhhoes.com, Shoes.com and Sssshoes.com, any trademarks and associated goodwill related to
any such domain name, social media accounts (i.e. Facebook, Twitter, Pinterest, Instagram, Google+ and
YouTnbe), and any accounis receivable, Accounts, Instruments, General Intangibles and Payment
Intangibles and contract rights arising from or related to use of such domain name or uniform resource
locator or URL,;

“Subordinated Debt” means Financial Indebtedness of A12345 in the aggregate principal amount of seven
million and five hundred thousand US Dollars (US$7,500,000) to the Seller under the convertible
subordinated note dated the Issue Date bearing interest in aecordance with the lerms thereof and due on
December 12, 2019, or such earlier date pursuant to the terms of such convertible subordinated note, and
convertible into Common Shares at a conversion price of $21.50 per Common Share, subject to adjustment
as provided for in such convertible subordinated note, secured by the security intcrests provided in a
guarantce and security agreement dated the Issuc Date among the Sciler, the Issuer and each of the
Subsidiaries, which Financial Indebtedness is or will be subordinated to the Bank Debt and the Debentures
pursuant to the Banlk Intercreditor Agrecment and the Brown Shoe Interereditor Agreement; -

“Subsidiary” or “subsidiary” means; (i) any corporation or company of which at least a majority of the
outstanding securities having by the terms thercof ordinary voting power to elect a majority of the board of
such corporation or company is at the time directly, indirectly or beneficially owned or under the Control
of the Issuer; (i) any partnership of which, at the time, the Issuer directly, indirectly or beneficially owns
or controls at least a majority of the voting interests (however designated) thercof, or otherwise controls
such partnership; and (iii) any other Person of which at least a majority of the voting interests (however
designated) are at the time directly, indirectly or beneficially owned or controlled by the Issuer, and for
greater certainty, includes Shoes.com;

“Suceessor Issuer” has the meaning provided in Section 9.1;

“Tax” or “Taxes” means any federal, provincial, state, county, local, or foreign tax, charge, fee, levy,
impost, duty, or other assessmnent, including income, gross receipts, excise, employment, salcs, use,
consumption, asset, transfer, recording, license, payroll, franchise, severance, docutentary, stamp,
occupation, windfall profits, environmental, highway use, commercial rent, customs duty, capital stock,
paid-up capital, profits, withholding, waste water discharge, social security, social security contribution
quotas, housing fund contribution quotas, rctirement fund contribution quotas, single business,
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unemployment, disability, real property, personal property, registration, ad valorem, value added,
alternative or add-on minimum, workplace safety insurance board premiums, employmenl insurance
premiums and deductions, pension plan deductions and contributions, employer health, goods and services,
estimated, or other tax or governmental fee of any kind whatsoever, imposed or required to be withheld by
any Governmental Authority, including any estimated payments relating thereto;

“Total Offer Price” has the meaning provided in Section 3.1(a);

“Trading Day” means, with respect to a stock exchange, a day on which such exchange is open for the
transaction of business;

“Transaction Documents” means the Debentures, the Debenture Purchase Agreement, the Collateral
Agency Agreement, the Brown Shoe Intercreditor Agreement, the Security Agreements, the Board
Observer Agreement and, only after execution thercof, the Wells Fargo Intercreditor Agreement and the
U.S. Bank Intercreditor Agreements;

“U.S. Bank Intercreditor Agreements” mcans (a) the Subordination, Postpounemnent and Standstill
Agreement among 1.5, Bank National Association, the Arranger and Gerler (as borrower); and (b) the
Subordination, Posiponement and Standstill Agreement among (.S, Bank National Association, the
Arranger, the Seller and Gerler (as borrower), each to be entered into after the Closing Date, in a form
mutually agreeable by the parties, each acting reasonably;

“US GAAP” means United States generally accepted accounting principles as established under the
standards of the Financial Accounting Standards Board;

“Vendor Tale Back Loan” mcans Financial Indebtedness of the A12345 in the aggregate principal amount
of three million US Dollars (US$3,000,000) to Daniel Gerler under a secured convertible subordinated
promissory note dated July 8, 2014;

“Voting Shares” with respect to any Person, means securities of any class of shares of such Person entitling
the holders thereof (whether at all times or only so long as no senior class of share or other relevant equity
interest has voting power by reason of any contingency) to vote in the election of members of the board of
direciors of such Person;

“Weighted Average Price” means with respect to a share, the aggregate sale price of all shates of a
particular class sold or (raded on an exchange or martket, as the case may be, divided by the total number
of shares of that class so sold or traded, during a stated period of time;

“Wells Fargo Intercreditor Agreement” means the Subordination, Postponement, Standstill and
Intercreditor Agreement to be entered into afier the Closing Date among Wells Fargo Bank, National
Association, the Arranger, the Seller and Gerler (as borrower), in a form mutually agreeable by the parties,
each acting reasonably; and

“written consent of the Issuer” and “eertificate of the Issuer” mean, respectively, a written consent and
certificate signed in the name of the Issuer's President and Chief Executive Officer, Chief Finaneial Officer,
any Vice-I'resident, Seeretary or Treasurer, and may consist of one or more instruments so executed,

1.2 Headings, Etc,

The division of this Debenture into Articles and Sections and the insertion of headings are
for convenience of reference only and shali not afTect the conslruction or interpretation of this Debenture,
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1.3 Monctary References

Unless otherwise provided, references to “Dollars” or “$” in this Debenture refer to lawful
currency of Canada and references to “US Dollars” and “US$” in this Debenture refer to lawful currency
of the United States of America,

1.4 Consents and Approvals

It shall be a condition hercof that any consent or approval of the Holder required hereby
shall be obtained in writing prior to the event for which it is required and any such consent or approval may
be given or withheld by the Holder in the Holder's sole and unfettered discretion.

1.5 Expanded Meanings

Uniess the context requires otherwise, (a) the definitions of terms herein shall apply equally
to the singular and plural forms of the terms defined, (b) any pronoun shall include the cotresponding
masculine, feminine and neuter forms, (¢} any definition of or reference to any agreement, instrument or
other document shall be construed as referring to such agreement, instrument or other document as from
time to time amended, supplemeuted or otherwise modified (subject to any restrictions on such
amendments, supplements or modifications set forth herein or in any other Transaction Document} in
accordance with the terms hereof and thercof, (d} any reference herein to any Petson shall be construed to
include such Person’s successors and permitled assigns, (e) the words “herein®, “hereof” and “hereunder™,
and words of similar import, when used in any Transaction Document, shall be construed to refer to such
Transaction Document in its entirety and not to any particufar provision thereof, (f) all references in a
Transaction Document to Articles, Sections, Exhibits and Schedules shall be construed to refer to Articles
and Sections of, and Exhibits and Schedules to, this Debenture or the other Transaction Document in which
such references appear, (g} any reference to any Applicable Laws shall include all statutory and regulatory
provisions consolidaling, amending, replacing or interpreting such Applicable Laws and any reference to
any Applicable Laws shall, unless otherwise specified, refer to such Applicable Laws as amended, modified
or supplemented from time to time, (h) the words “asset” and “property” shall be construed to have the
same meaning and effect and to refer to any and all tangible and intangible assets and properties, including
cash, sccurities, accounts and contract rights, (i) the words “include”, “includes™ and “including” shall be
deemed to be followed by the phrase “without limitation™, (j) the word “will” shall be construed to have
the same meaning and effect as the word “shall”, and (k) in the event that any day on or before which any
action is required to be taken hereunder is not a Business Day, then such action shall be required to be taken
on or before the requisite time on the next succeeding day that is a Business Day.

1.6 Interpretation of “Outstanding”
This Debenture shall be deemed to be Qutstanding until the later of the date on which:

(a) moneys for the payment of the Principal Sum, interest and all other amounts owing to the Holder
hereunder shall have been fully, finally and indefeasibly paid to the Holder; and

(b) the Obligations shall have been duly perforined as herein contemplated, ot otherwise discharged to
the satisfaction of the Holder,

1.7 Generally Aceepted Accounting Principles

All financial statements required to be furnished by the Issuer to the Holder hereunder shall
be prepared in accordanee with GAAP. Each accounting term used in this Debenture, unless otherwise
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defined herein, has the meaning assigned to it under GAAP, Reference to any balance sheet item, statetnent
of income and retained carnings item or statement of cash flows or changes in cash position itein means
such item as computed from the applicable financial statement prepared in accordance with GAAP,

ARTICLE 2
INTEREST PAYMENTS AND PAYMENTS

2.1 Interest on Principal Sum

The Issuer shall pay interest to the Holder on the Principal Sum at a per annum rate of
interest equal {o the Interest Rate. Such Interest shall accrue as and from the Issue Datc and shall be payable
in arrears on each Interest Payment Date for the Interest Period which includes such Interest Payment Date,
and shall be calculated on a daily basis and on the basis of the actual number of days elapsed in a year of
365 or 366 days, as applicable.

2.2 Payment of Interest

The Issuer shall pay Interest, on each Interest Payment Date by causing to be deposited an
amount equal to Interest accrued and unpeid to and including such Interest Payment Date in immediately
available fumds to the Payment Account,

2.3 - Calculation and Payment of Overdue Interest

The Issuer shall pay Interest on all overdue payments in connection with this Debenturc
from the date any such payment becomes due or if no date for the payment of the same is expressly provided
for herein, when payment of the same is demanded by the Holder and for so long as such amount remains
overdue, Amounts of Interest not paid when due (including overdue and unpaid Interest), and all Interest
calculated after maturity, default, demand or judgment, shall bear interest at the Applicable Interest Rate
from time to time, to be calculated daily and compounded on the Interest Payment Date that such interest
was to be paid (by adding such accrued and unpaid interest to the Principal Sum, the total of which shall
then bear interest at the aforesaid rate), and shall be paid without the necessity for any demand being made.

2.4 Waiver

To the extent permitted by Applicable Laws, any provision of the Court Order Interest Act
(British Columbia) and the nterest Act (Canada), which resiricts the rate of interest on any judgment debt,
shall be inapplicable to this Debenture and is hereby waived by the Tssuer.

2.5 Interest Generally

The theory of deemed reinvestment shall not apply to the calculation of Interest or payment
of fees or other amounts hereunder, notwithstanding anything contained in this Debenture, and all Interest
and fees payable by the Issuer to the Holder shall acerue from day to day and be computed as described
herein in accordance with the “nominal rate” method of interest calculation.

2.6 Limitation on Interest Payments

None of the terms and provisions hereof will be construed or interpreted to require the
Issuer to pay, nor shall the Issuer be required to pay, for the use, forbearance or detention of money in
exeess of the maximum amount of Interest permitted to be contracted for, charged, or received by
Applicable Laws from tiine fo time in effect. The Issuer shall never be liable for or be required to pay any
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amount for Interest in excess of the maximum amount that may be lawfully contracted for, charged, or
received under Applicable Laws from time to time in effect, and the provisions of this Section 2.6 shall
control over all other provisions hereof which may be in conflict or apparent conflict herewith. If (a) the
maturity of any Obligation is accelerated for any reason, (b) any Obligation is prepaid and as a result any
amounts held to constitute interest under Applicable Laws are determined to be in excess of the legal
maximum, or (¢) the Holder shall otherwise collect moneys which are determined to constitute interest
which would otherwise increase the interest on any or all of the Obligations fo an amount in excess of that
permitted fo be charged by Applicable Laws then in effect, then all sums determined to constituie interest
in excess of such legal limit shall, without penalty, be promptly applied to reduce the then outstanding
Principal Sum or, at the option of the Holder, promptly returned to the Issuer or the other payor thereof
upon such determination. In determining whether or not the interest paid or payable, under any specific
circumstance, exceeds the maxinum amount permitted under Applicable Laws, the Holder shall to the
greatest extent permitted under Applicable Laws (i) characterize any non-principal payment as an expense,
fee or premium rather than as interest, (ii) exclude voluntary prepayments and the effeets thereof, and (iii)
amortize, prorate, allocate, and spread the total amount of interest throughout the entite contempfated term
of the instruments evidencing the Obligations in accordance with the amounts outstanding from time to
time thereunder and the maximum legal rate of interest from time to time in effect under Applicable Laws
in order to lawfully contract for, charge, or receive the maximum amount of interest permitied under
Applicable Laws.

2.7 Time, Place and Currency of Payment

Payments of the Principal Sum and Interest and all other amounts payable by the Issuer
pursuant to this Debenture shall be paid in Canadian Dollars for value at or before 2:00 p.m. (Vancouver,
B.C. time) on the day such amount is due. If any such day is not a Business Day, such amount shall be
deemed for il purposes of this Debenture to be due on the immediately preceding Business Day. All
payinents shall be made to the Payment Account.

2.8 Security for Obligations
The Issuer acknowledges that the Obligations are secured by the Security Agreements.

2.9 Payments Pro Rata

The Issuer shail not make any payment of the Principal Sum or Interest on this Debenture
(including by the issuance of Common Shares pursuant to Section 3.7) or purchase this Debenture in whole
or in part unless the Issuer pays an amount on, or issues Common Shares, ot purchases, all other Debentures
in the same proportion to the Prineipal Sum of each other Debenture as the payment made on or the nuinber
of Common Shares issued or, purchase price paid of, this Debenturc bears to the Principal Sum, and any
payment or issue of Commmon Shares to or received by the Holder in excess of the amount or number
provided for in this Section 2.9 shall be received by and held by the Holder in trust for the Persons who are
the holders of the other Debentures and shall be paid or delivered over to the Issuer or a Person representing
the Issuer for payment or delivery to such Persons in propottion to the Principal Sums of the Debentures
held by such Persons.

2,10 Repayment at the Maturity Date

The Issuer shall repay the Principal Sum in full, together with all accrued and unpaid
Interest then outstanding hereunder, as well as any and all other Obligations, on the Maturity Date.
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ARTICLE 3
PURCHASE AND REPAYMENT BY THE ISSUER
Offer to Purchase on Change of Control

Upon the occurrence of a Change of Control, and subject to the provisions and conditions

of this Section 3.1, the Issuer shall be obligated to offer to purchase this Debenture and all other Debentures.
The terins and conditions of such obligation are set forth below:

(2)

(®

(c)

(D

(e)

Within thirty (30) calendar days following the occurrence of a Change of Conitrol, the Tssuer shall
deliver to the Holder at the address set forth in Section 11.4 a notice stating that there has been a
Change of Control and specifying the circumstances surrounding such event (a “Change of
Control Notice™) together with an offer in writing (the “Change of Control Offer”) to purchase
this Debenture made in accordance with the requirements of Applicable Securities Laws (provided
that, for greater certainty, the Issuer shall use the Issuer's commercially reasonable efforts to obtain
all requisite regulatory consents and to comply with Applicable Securities Laws in connection with
the receiving and completion of such Change of Control Offer) at a price equal to one hundred and
one percent (101%) of the Principal Sum outstanding at the time of the Change of Control (the
“Offer Price”) plus accrued and unpaid Interest on this Debenture up to, but excluding, the date of
payment of the Offer Price to the Holder (collectively, the “Total Offer Price”), which Change of
Control Offer must be open for not less than twenty (20) calendar days (or such lesser period as
may be agreed to by the Arranger on behalf of the Holder).

If the Holder or the Arranger on behalf of the Holder has accepted the Change of Control Offer,
this Debenture shall become due and payable at the Total Offer Price on the fifth (5% Business
Day following the date of expiry of the Change of Control Offer, in the same manner and with the
same effect as if it were the Maturity Date specified in this Debenture, anything therein or herein
to the contrary notwithstanding, and from and after such date of expiry of the Change of Control
Offer, if the Issuer has paid or caused to be paid to the Holder the Total Offer Price on the fifth (5™)
Business Day following the date of expiry of the Change of Control Offer, this Debenture shall be
deemed purchased and cancelled and the Tssuer shall have no further obligations in relation thereto.

If the Holder has accepted the Change of Control Offer, but the Holder shall fail on or before the
date of expiry of the Change of Control Offer to surrender this Debenture or shall not within such
time accepl the full payment of the Total Offer Price, or give a receipt therefor, if any, money in an
amount equal to the Total Offer Price may be set aside in trust in an account at a Canadian chartered
bank listed in Schedule I to the Bank Act (Canada), and such setting aside shall for alt purposes be
deened & payment to the Holder of the sum so set aside and the Holder shall have no other right
excepl (o receive payment of the moneys so paid and deposited, upon surrender and delivery up of
this Debenture.

The Issuet's obligation to make a Change of Control Offer will be satisfied if a third party makes
the Change of Control Offer in the manner and at the times and otherwise in compliance with the
requirements applicable lo a Change of Control Offer to be made by the Tssuer and purchases the
Debenture for the Total Offer Price under the Change of Control Offer.

If holders of ninety percent (90%) or more in aggregate Principal Sum of Debentures outstanding
on the date the Tssuer provides the Change of Control Notice and Change of Control Offer have
accepted the Offer on the expiration thereof, the Issuer has the right and obligation upon written
notice to the remaining Holders within ten (10) Business Days following the expiration of the
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Change of Control Offer, o repay and shall repay the remaining outstanding Debentures on the
expiration of the Offer at the Total Offer Price (the “90% Redemption Righ(™),

& The notice to each holder of Debentures that did not previously accept the Offer will state that:

() the Issuer has exercised the 90% Redemption Right and is repaying the Principal Sum of
all Debentures effective on the expiry of the Change of Control Offer at the Total Offer
Price, and shall include a caleulation of the amount and type of consideration payable to
such holders as payment of the Total Offer Price;

{ii} each such holder must surrender their Debentutes to the Issuer on the same terms as those
~ holders that accepted the Change of Control Offer within ten (10) calendar days after the
sending of such notice; and .

(iiiy  the rights of such holder under the terms of this Debenture shall cease effective as of the
date of expiry of the Change of Control Offer provided the Issuer pays the Total Offer Price
to, or to the order of| the such holder and thereafter the Debentures shall not be considered
to be Outstanding and such holder shall not have any right except to receive such holder’s
Total Offer Priec upon surrender and dclivety of this Debenture.

(2 If the Holder accepts the Change of Control Offer or if the Issuer exerciscs the 90% Redemption
Right, the Principal Sum and any unpaid Interest thereon becomes due and payable at the Total
Offer Price on the date of expiry of the Change of Control Offer, in the same manner and with the
same effect as if it were the Maturity Date, anything therein or herein to the contrary
notwithstanding, and from and after such date of expiry of the Change of Control Offer, if the
moneys to pay the Total Offer Price shall have been paid this Debenture shall not be considered as
outstanding and interest upon the Principal Sum of this Debenture shall cease.

() Tf this Debenture is purehased under this Section 3.1, it shall be cancelled and no debenture shall
be issued in substitution therefor,

3.2 Dispositions

If the Issuer or any of its Subsidiaries at any time, or from time to time, makes or agrees to
make a Disposition, then (a) the Issuer shall promptly notify the Holder by written notice to the address set
forth in Section 11.4 of such proposed Disposition (including the amount of the estimated Net Proceeds to
be received by the Issuer in respect thereof) and (b) promptly upon receipt by the Issuer of the Net Proceeds
of such Disposition, the Issuet shail deliver, or cause to be delivered, such exeess Net Proceeds to the Holder
and the holders of the other Debentures (each in the proportion of the Net Procecds as determined pursuant
to Section 2.9); the whole be applied by the Holder in payment; (i) firstly towards Interest accrued and
unpaid (o the date of receipt of such funds by the Holder and then (ii) as a repayment of the Principal Sum
of this Debenture,

3.3 Prepayment |
The Principal Sum shall not be prepayable by the Issuer at any time before the Maturity
Date, except in the event of the satisfaction of certain conditions after a Change of Control has ocecurred in

accordance with Section 3.1 or to the extent permitted pursuant to this Section 3.3.

Subject to Sections 2.9 and 3.8, the Principal Sum may be repayable prior to the Maturity
Date at any time, in whole but not in part, at the option of the Tssuet, upon payment of the Principal Sum,
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together with accrued and unpaid Interest thercon to but excluding the Prepayment Date, (a) in cash or (b)
in Common Shares at the Conversion Price in effect at the close of business on the Business Day
immediately preceding the Prepayment Date.

34 Prepayment Notice and Officers® Certificate

Notice of intention to prepay the Principal Sum (a “Prepayment Notice™) prior to the
Maturity Date shall be given by or on behalf of the Issuer to the Holder at the address set forth in Section
11.4 not more than ninety (90) calendar days and not less than sixty {60) calendar days prior to the date to
be fixed for prepayment (a “Prepayment Date”™), in the manner provided in this Section 3.4. The
Prepayment Notice shall be substantially in the form set out in Schedulc “A” hereto. Every Prepayment
Notice shall specify: (a) the Prepayment Date; (b) whether the amount to be prepaid will be paid in cash or
in Common Shares in accordance with Section 3.7; and (c) that all Interest on the Principal Sum shall cease
as of and after such Prepayment Date and the right 1o convert the Principal Sum into Common Shares will
terminate and expire at the close of business on the Business Day immediately prior to the Prepayment
Date, unless the Issuer shall make default in the payinent of Principal Sum and Interest accrued thereon on
the Prepayment Date, and shall have attached thereto an Officers’ Certificate certifying that the Current
Market Price as at the Trading Day ending three (3) Trading Days before the date of the Prepayment Notice
was not less than one hundred and seventy-five percent (175%) of the Conversion Price.

35  Principal Sum Duc on Prepayment Dates

Upon the provision of a Prepayment Notice, the Principal Sum shail thereupon be and
becoime due and payable on the Prepayment Date in the same manner and with the same effect as if it were
the Maturity Date, anything therein or herein to the contrary notwithstanding, and from and after the
Prepayment Date, if the moneys necessary to prepay the Principal Sum have been paid, the Principal Sum
shall not be considered as Outstanding hereunder and Interest upon the Principal Sum shall cease,

3.6 Surrender of Debentures for Canccllation

If the Principal Sum is to be repaid before the Maturity Date, the Holder must surrender
this Debenture for cancellation and the Issuer shall pay or cause to be paid the Principal Sum and Interest
accrued and unpaid thereon and upen such surrender and payment this Debenture shall be cancelled by the
Issuer and no debenfure shall be issued in substitution therefor,

3.7 Optional Conversion at Maturity

Subject to Sections 2.9 and 3.8, the Issuer, at its option, may elect to satisfy all of its
obligations to pay the outstanding Principal Sum on the Maturity Date by issuing and delivering to the
Holder on or prior to 8:30 a.m. (Vancouver, BC time) on the Maturity Date: (a) that number of fully paid,
non-assessable Common Shares obtained by dividing the Principal Sum by eighty-five percent (85%) of
the lesser of: (i) the Current Market Price of the Common Shares on the third (3™) Trading Day immediately
preceding the Maturity Date; and (ii) the closing price of the Common Shares on The Toronto Stock
Exchange or such other stock exchange in the United States selected in good faith by the directors on such
third (3®) Trading Day preceding the Maturity Date and (b) with payment in cash of any accrued and
unpaid Interest, provided thai the Issuer has provided (x) written notice to Holder not more than sixty (60)
calendar days and not less than forty (40) calendar days prior to the Maturity Date of its intention to repay
the Principal Sum by issuing and delivering Common Shares in accordance with this Section 3.7 and (y) an
Officers’ Certificate attesting to such Current Market Price in the case of (i) above.
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3.8 Conditions to Prepayment or Optional Conversion

The Issuer shall not repay the Principal Sum at any time (in cash or by means of issuing
Common Sharcs) pursuant to Section 3.3 or convert the Principal Sum into Common Shares at Maturity
pursuant to Section 3.7, unless:

(a) no Default has occurred and is continuing and the Issuer has delivered an Officers’ Certificate to
such effect fo the Holder;

{b) the Common Shares are listed on either The Toronto Stock Exchange, any stock exchange in United
States or any other stock exchange approved by the Arranger on behalf of the Holder;

{c) all approvals under Applicable Securities Law in comnection with the issuance of any such
‘Common Shares have been obtained, if required, at the Issuer’s expense that allow such Common
Shares to be immediately traded free of hold periods or other re-sale restrictions under the
Applicable Securities Laws where the Common Shares are distributed;

(d) the Holder shall have received an opinifon from Counsel in the form attached hereto as Exhibit
3.8(d), at the Issuer’s expense, that the condition specified in Section 3.8(c) has been satisfied; and

(e) if the Holder has been approved to enter into the Shareholders’ Agreement with the prior written
consent of the Issuer, which consent not to be unreasonably withheld, the Holder has entered into
the Accession Deed to the Shareholders’ Agreement (the “Accession Deed”), which shall be
acknowledged and agreed to by the Tssuer and the Shareholders {as defined in the Sharcholders’
Apgreement), substantially in the form attached hereto as Exhibit 3.8(e) in connection with the
proposed issuance and delivery of such Common Shares,

3.9 Issuer to pay Costs

All costs and expenses associated with the issuance and delivery of Common Shares
pursuant to Sections 3.7 or 4,1(a)(ii) shall be borne exclusively by the Issuer,

3.10 No Other Prepayment of Debentures
The Issuer shall not, except as herein provided, prepay the Principal Sum or any part
thereof.
311 Purchase by the Issuer
(a) Subject to Section 2.9, the Issuer may, at any time and from time to time, at the Issuer's option,
purchase this Debenture for cancellation by tender or by private contract, at any price agreed to by
the Holder.
()] The Issuer may not purchase this Debenture by private contract if a Default has occurred and is
continuing, :
ARTICLE 4
CONVERSION OF DEBENTURE BY HOLDER
4.1 Conversion Right

(a) Upon and subject to the terms and conditions of this Article 4:
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the Holder shail have the right, at the Holder's option, at any time and from time fo time
prior to 4:30 p.m, (Vancouver, BC time) on the last Business Day prior to the Maturity
Date, to convert the Principal Sum, in whole or in whole multiples of one thousand Dollars
($1,000), into fully paid and non-assessable Common Shares at the Conversion Price in
effect on the Conversion Date; and

subject to Section 3.8, provided the Cuirent Market Price at the Prepayment Notice Date
is at least one hundred and seventy-five percent (175%) of the Conversion Price then in
effect, the lssuer shall have the right to require the conversion of the Principal Sum, in
whole, into fully paid and non-assessable Common Shares at the Conversion Price in effect
on the Business Day immediately preceding the Prepayment Date.

The Conversion Right shall entitle the Holder to receive (i) Common Shares; and (ii) payment of
all accrued and unpaid Interest to and including the Conversion Date on the Principal Sum so
converted and any other amount then payable by the Issuer to the Holder under this Debenture up
to and including the Conversion Date,

The Holder may exercise the Conversion Right by surrendering to the Issuer during the Conversion
Period this Debenture with;

6y

(ii)

a duly completed and executed exercise notice, specifying the following:

(A) the Principal Sum in respect of which the Conversion Right is being exercised by
the Holder;

B) the address where the new Debenture, if any, representing the unconverted portion
of this Debenture is to be sent; and

(C) the number of Common Shares of which the Holder and its Affiliates are currently
the beneficial owner; and

if the Holder has been approved to enter into the Shareholders! Agreement with the prior
written consent of the Issuer, which consent not to be unreasonably withheld, a duly
completed and executed Accession Deed, provided that upon the Holder providing the
Issuer with such Accession Deed, the Issuer and the Shareholders (as defined in the
Shareholders® Agreement) will execute and deliver an executed counterpart of such
Accession Deed to the Holder,

The Issuer may exercise the Conversion Right by delivering a notice to the Holder specifying the
following;:

(@)

(ii)

the Principal Sum in respect of which the Conversion Right is being exercised by the Issuer;
and

the number of Common Shares which the Holder will acquire as a result of the exercise of
the Conversion Right by the Issuer (being not more than those which the Holder is entitled
to acquire,
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4.2 Effect of Exercise of Conversion Right
(a) Upon the exercise of the Conversion Right pursuant to Section 4.1, the Shares subscribed for shall

be deemed to have been issued on the Conversion Date and the Holder shall be deemed to have
become the Holder of record of such Shares on the Conversion Date unless the transfer registers of
the Issuer shall be closed on such date (including by application of any Applicable Laws), in which
case the Shares subscribed for shall be deemed to have been issued and the Holder deemed to have
become the holder of record of such Shares, on the date on which such transfer registers are first
reopened,

(b) Within five (5) Business Days after the Conversion Date, the Issuer shall cause to be delivered to
the Holder, a share certificate for the appropriate number of Shares to be issued by the Issver upon
the exercise of such Conversion Right together with payment of all accrued and unpaid Interest to
and including the Conversion Date on the Principal Sum so converted and any other amount then
payable by the Issuer to the Holder under this Debenture up to and including the Conversion Date;
provided that the Holder simultaneously surrenders this Debenture for cancellation, in whole ot in

part, as applicable,
4.3 Partial Exercise of Conversion Right; Fractions
(a) The Holder may elect to convert, and the Issuer may elect to require the conversion of, less than

the wlhole Principal Sum (in whole multiples of one thousand Dollars ($1,000)), in which case the
Holder upon such exercise shall, in addition, be entitled to receive, without eharge therefor, a new
Debenture in respeet of the balance of the Principal Sum which is not converted.

(b) Notwithstanding anything herein contained including any adjustment provided for in Section 4,10,
the Issuer shall not be required, upon the exercise of the Conversion Right, to issue fractions of
Shares or to distribute certificates which evidence fractional Shares, Tn lieu of fractional Shares,
the Issuer shall pay to the Holder within five (5) Business Days after the date upon which the
fractional Shares would otherwise have been deemed to have been issued pursuant to Section 4.2,
an amount in Canadian Dollars equal to the Current Market Price of the Shares on such date
muftiplied by an amount equal to the fractional interest of Shares the Holder would otherwise have
been entitled to receive upon such exercise, provided that the Issuer shall not be required to make
any payment, calculated as aforesaid, that is less than five Dollars ($5.00).

4.4 Cancellation ani Destruction of Debenture

Any portion of this Debenture converted under this Article 4 shall forthwith be eancelled
by the Issuer and no debenture shall be issued in substitution for the portion so cancelled.

4,5 Expiration of Conversion Right

Immediately after the Maturity Date, the Conversion Right shall cease and terminate with
respect to any amount of the Principal Suin which has not been converted except to the extent that the
Holder has not received certificates representing the Shares issued upon exercise of the Conversion Right,
in which instance the Holder's rights hereunder shall continue until the Holder has received such certificates.

4.6 Listing of Comnron Shares

Upon the Issuer making application to list or post the Common Shares for trading on any
stock exchange, the Issuer will include in such application the listing of the Common Shares to be issued
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upon the conversion of the whole of the Principal Sum into Common Shares, and will use reasonable
commercial efforts to obtain the approval or acceptance of such application, and pay all fees payable to-
such stock exchange in respect of the listing or posting for trading of such Common Shares.

4.7 Securities Restrictions

Notwithstanding anylhing herein contained, Shares will only be issued pursuant to the
Conversion Right in compliance with Applicable Securities Laws, and without limiting the generality of
the foregoing, the certificates representing the Shaies to be issued upon the exercise of the Conversion Right
will bear such legend as may, in the opinion of Counsel to the Issuer, be required under Applicable
Securities Laws, provided that if, at any time, such legends are no longer necessary in order to avoid a
violation of any such [aws, and the holder of any such legended certificates provides the Tssuer with an
opinion of counsel satisfactory in form and substance to the Issuer to the effect that such holder is entitled
to sell or otherwise transfer such Shares in a transaction in which such legends are not required, such
legended certificates may thereafter be surrendered to the Tssuer in exchange for certificates which do not
bear such legend.

4.8 Holder not a Shareholder

Nothing in this Debenture shall, in itself, confer or be construed as conferring upon the
Holder any right or interest whatsoever as a shareholder of the Issuer, including, but not limited to, the right
to vote at, to receive notice of, or to attend, meetings of shareholders or any other proceedings of the Issuer,
or the right to receive dividends and other distributions from the Issuer in respect of Shares.

4.9 Charges for Exchange or Transfer

The Issuer will from time to time promptly pay or make provision satisfactory to the Holder
for the payment of any and all Taxes which may be inposed by Applicable Law with respect to the issuance
or delivery of the Shares to the Holder, upon the exercise of the Conversion Right.

4,10 Adjustment of Conversion Price

The Conversion Price in effect at any date shall be subject to adjustment from time to time
as follows:

(a) if and whenever at any time during the Adjustment Period, the Issuer shall:

H subdivide, re-divide or change the Issuer's outstanding Common Shares into a greater
number of shares; ,

(ii) reduce, combine or consolidate the Issuer's outstanding Common Shares into a smaller
number of shares; or

(iiiy  distribute Common Shares by way of dividend, or issue Common Shares or securities
exchangeable into or convertible for, or having rights to acquire, Common Shares at a price
per Common Share less than the Conversion Price, to the holders of all or substantially all
of the outstanding Common Shares,

the Conversion Price in effect on the effective date of such subdivision, re-division, change,
reduction, combination, consclidation or distribution, as the case may be, shall in the case of the
events referred to in (i) and (iii) above, be decreased in proportion to the number of outstanding



(b)

(¢)

148
A-24

Common Shares resulting from such subdivision, re-division, change, distribution or issuance, or
shall, in the case of the events referred to in (ii) above, be increased in proportion to the number of
outstanding Common Sharcs resulting from such reduction, combination or consolidation in each
such case by multiplying the Conversion Pricc in effect on such effcctive date by a fraction of
which the numerator shall be the total number of Common Shares outstanding immediately prior
to such date and the denominator shall be the total number of Common Shares outstanding
immediately after such date. Such adjustment shall bc made successively whenever any event
referred to in this Section 4.10(a) shall oceur;

if and whenever at any time during the Adjustinent Period, the Issuer shall fix a record date for the
issuance of rights, options or warrants to all or substantially all the holders of the Issuet's
outstanding Common Shares entitling them, for a period expiring not more than 6 days after such
record date, to subscribe for or purchase Common Shares (or securities convertible or exchangeable
into, or rights to acquire, Common Shares) at a price per share (or having a conversion or exchange
or exercisc price per share) less than the Conversion Price on such record date, the Conversion
Price shall be adjusted immediately after such record date so that it shall equal the amount
determined by multiplying the Conversion Price in effect on such record date by a fraction, of
which the numerator shall be the total number of Common Shares outstanding on such record date
plus that number of Conumon Shares equal to the number arrived at by dividing the aggregate price
of the total number of additional Common Shares offered for subscription or purchase (or the
aggregate conversion or exchange price or cxercise price of the convertible or exchangeable
securities or rights so offered) by the Conversion Price before giving effect to the adjustment to be
made pursuant to this subsection (b), and of which the denominator shali be the total number of
Cominon Shares outstanding on such record date plus the total number of additional Common
Shares offered for subscription or purchase or into which the convertible or exchangeable securities
or rights so offered are convertible or exchangeablie or exercisable; any Common Shares owned by
or held for the account of the Issuer or any Subsidiary of the [ssuer shall be deemed not to be
outstanding for the purpose of any such computation; such adjustment shall be made successively
whenever such a record date is fixed; to the extent that any such rights, options or warrants are not
exercised prior to the expiration thereof, the Conversion Price shall be readjusted to the Conversion
Price ‘which would then be in effect if such record date had not been fixed ot to the Conversion
Price which would then be in effect based upon the number of Common Shares (or securities
convertible or exchangeable into or rights to acquire Common Shares) actually issued upon the
exercise of such rights, options or warrants, as the case may be;

if and whenever at any time during the Adjustment Period, the Issuer shall fix a record date for the
making of a distribution to all or substantially all the holders of the lssuer's outstanding Common
Shares of (i) securities of any class, whether of the Issuer or any other corporation, including rights,
options or wairants (excluding those referred to in Section 4.10(b) above) to subscribe for or
purchase Common Shares or other securities convertible into or exchangeable for Cominon Shares,
(i) evidences of the Issuer's Indebtedness or (iii) assets (including cash) of tlie Issuer or any
Subsidiary, then, in cach such case, the Conversion Price shall be adjusted immediately after such
record date so that it shall equal the price determined by multiplying the Conversion Price in effect
on such record date by a fraction, of which the numerator shall be the total number of Common
Shares outstanding on such record date multiplied by the Conversion Price before giving effect to
the adjustment to be made pursnant to this subsection (c), less the fair market value (as determined
by the Directors in good faith, which determination shall be conclusive) of such shares, rights,
options, warrants, evidences of Indebtedness or assets so distributed, and of which the denominator
shall be the total number of Common Shares outstanding on such record date inultiplied by such
Conversion Price; and Common Shares owned by or held for the account of the Issuer or any
Subsidiary of the Issuer shall be deemed not to be outstanding for the purpose of any such
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computation; such adjustment shall be made successively whenever such a record date is fixed; to
the extent that such distribution is not so made, the Conversion Price shall be readjusted to the
Conversion Price which would then be in effect if such record date had not been fixed or to the
Conversion Price which would then be in effect based upon such shares or rights, options or
warrants or evidences of Indebtedness or assets actually distributed, as the case may be;

if and whenever at any time during the Adjustment Period, there is a reclassification of the Common
Shares or a capital reorganization of the Issuer other than as described in Section 4.10(a) or a
merger, amalgamation, consolidation, winding-up, plan of arrangement, reorganization or
reconstruction with any Person or any transaction by way of transfer, liquidation, sale, lease,
disposition or otherwise whereby all or substantially all of the Issuer's undertaking, property or
assets would become the property of any other Person that is approved by the Holder or is not
required to be approved by the Holder (any such reclassification or merger, amalgamation,
consolidation, winding-up, plan of arrangement, reorganization or reconstruction with any Pcrson
or any transaction by way of transfer, liquidation, sale, lease, disposition or otherwise whereby all
or substantially all of the Issuer's undertaking, property or asscts would become the property of any
other Person is herein called a “Corporate Reorganization™), the Holder shall, upon the exercise
of the Conversion Right, be entitled to receive and shall accepl, in lieu of the number of Shares
then sought to be acquired by the Holder, the number of Shares or other securities or property of
the Issuer or of the Person resulting from such Corporate Reorganization, that the Holder would
have been entitled to receive on such Corporate Reorganization if, on the record date or the effective
date thereof, as the case may be, the Holder had been the registered holder of the number of Shares
sought to be acquired by the IHolder and to which the Holder was entitled to acquire upon the
exercise of the Conversion Right. If appropriate, to give effect to or to evidence the provisions of
this Section 4.10(d), the Issuer, the Issuer's successor, or such purchasing Person, as the case may
be, shall, prior to or contemporaneously with any such Corporate Reorganization, enter into an
agreement which shall provide for the application of the provisions set forth in this Debenture with
respect to the rights and interests thereafter of the Holder including adjustments which shall be as
nearly equivalent as may be practicable to the adjustments provided in this Section 4.10 and which
shall apply to successive Corporate Reorganization to the end that the provisions set forth in this
Debenture shall thereafler correspondingly be made applicable with respect to any shares, other
securities or property to which the Holder is entitled on the exercise of the Conversion Right;

if' and whenever at any time during the Adjustment Period, the Issuer shall pay or make a dividend
or other distribution on its Commeon Shares exclusively in cash and the aggregate oft (i) such
dividend or other distribution paid exclusively in cash; and (ii) all other cash dividends or other
distributions made by the Issuer to all holders of the Common Shares within the preceding 12
months which did not trigger an adjustment to the Conversion Price, exceeds 1% of the Issuer’s
Aggregate Market Capitalization (such excess hereinafter the “Excess Distribution™) on the record
date in respect of the last such cash dividend ot other distribution, the Conversion Price shall be
adjusicd so thal the same shall equal the price determined by multiplying the Conversion Price in
effect immediately prior to such record date by a fraction, of which the denominator shall be the
Agpregate Market Capitalization on such record daie and of which the numerator shall be such
Aggrepate Market Capitalization inus the amount of the Excess Distribution. Such adjustment
shall become effective immediately prior to the opening of business on the day following such
record date. Tn the event the amount of the Excess Distribution is equal to or greater than the
Aggregate Market Capitalization on the record date, in lieu of the foregoing adjustment, adequate
provision shall be made so that the Holder shall have the right to receive upon conversion the
amount of cash such holder would have received had such holder converted this Debenture to
Common Shares immediately prior to the record date (less 1% of the Current Market Price
muttiplied by such number Common Shares). In the event that such dividend or distribution is not
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so paid or made, the Conversion Price shall be readjusted to be the Conversion Price which would
then be in effect if such dividend or other distribution had not been declared;

if and whenever at any time during the Adjustment Period, an issuer bid or a tender or exchange
offer (other than an odd-lot offer) made by the Issuer or a Subsidiary of the Issuer for all or any
portion of the Common Shares shall expire and such issuer bid or tender or exchange offer shall
involve payment by the Issuer or a Subsidiary of the Issuer of cash or other consideration (based
on the acceptance of all Common Shares validly tendered or cxchanged and not withdrawn up to
any maximum specified in the terms of the issuer bid or tender or exchange offer, such shares, up
to such maximum) having a fair market value (as determined in good faith by the Directors, whose
determination shall be described in a resolution of the Directors) at the time (the “Expiration
Time”) tenders or exchanges may be made pursuant to such issuer bid or tender or exchange offer
(as amended), together with: the total of (i) any cash and the fair market value of other consideration
(as determined in good faith by the Directors described in a resolution of the Directors) payable in
respect of an issuer bid or a tender or exchange offer by the Issuer or a Subsidiary of the Issuer for
Common Shares concluded within the preceding twelve months which did not trigger an adjustment
to the Conversion Price, and (ii) the aggregate amount of any all-cash dividends or other
distributions made by the Issuer to all holders of Common Shares made within the twelve months
preceding such issuer bid ot tender or exchange offer which did not trigger an adjustment to the
Conversion Price exceeds 5% of the Aggregate Market Capitalization (such excess hereinafter the
“Excess Bid Consideration™) on the Trading Day next succeeding the Expiration Time (the “Next
Trading Day”), the Conversion Price shalt be adjusted so that the same shall equal the price
determined by multiplying the Conversion Price in effect immediately prior to the opening of
business on the Next Trading Day by a fraction, of which the denominator shall be the Aggregate
Market Capitalization on the Next Trading Day and of which the numerator shall be Aggregate
Market Capitalization on the Next Trading Day minus the amount of the Excess Bid Considcration.
Such adjustment shall become effective immediately prior to the opening of business on the Next
Trading Day. In the event that no shares are validly accepted in such issuer bid or tender or
exchange offer, the Conversion Price shall be readiusted to be the Conversion Price which would
then be in effect if such record date had not been fixed;

in any case in which it is required that an adjustment be made to the Convetsion Price, no such
adjustment shall be made if, subject to the prior approval of any stock exchange upon which the
Common Shares are listed, if any, the Holder elects to receive the rights, options or warrants
referred to in Section 4.10(b) or the shares, rights, options, warrants, evidences of Indebtedness or
assets referred to in Section 4.10(c), as the case may be, in such kind and number as the Holder
would have received if the Holder had been a hoider of Shares on the applicable record date or
effective date, as the case may be, by virtue of the Principal Sun having then been converted into
Common Shares at the Conversion Price in effect on the applicable record or effective date, as the
case may be;

the adjustments provided for in this Section 4.10 are cumulative, and shall be computed to the
nearest whole cent and shall apply to successive subdivisions, re-divisions, reductions,
eombinations, consolitlations, distributions, issues or other events resulting in any adjustment under
the provisions of this Section 4.10;

in case the Issuer shall take any action affecting the Common Shares other than action described in
this Section 4.10, which in the opinion of the directors of the Issuer would materially affect the
rights of the Holder, the Conversion Price shall be adjusted in such manner and at such time, by
action of the directors, subject to the prior written consent of any stock exchange upon which the
Common Shares are listed, if required, as the directors in their sole discretion may determine to be
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equitable in the circumstances and not inconsistent with the provisions of this Debenture. Failure
of the directors to make such an adjustment shall be conciusive evidence that the directors have
determined that it is equitable to make no adjustinent in the circumstances,

4,11 Yoluntary Decrease

The Issuer from time to time may decrease the Conversion Price (subject to Applicable
Laws and the receipt of all regulatory approvals, including, after an Initial Public Offering the consent of
the Toronto Stock Exchange and such other exchanges on which the Common Shares may be listed) by any
amount and for any period of time if the Directors have determined in good faith (to be evidenced by a
resolution of the Dircctors) that such decrease is in the Issuer’s best interests. Whenever the Conversion
Price is decreased, the Issuer shall deliver to the Holder a notice of the decrease and the Conversion Price
for all purposes of this Debenture following the delivery of such notice is the Conversion Price set forth in
such notice, but subject to adjustment thereafter in accordance with Section 4,10 and this Scction 4.11. The
Issuer shall defiver the notice at least fiftcen (15) calendar days before the date the decreased Conversion
Price becomes effective.

412 Entitlement to Shares on Exercise of Conversion Right

All shares of any class or other securities which the Holder is at the tiine in question entitled
to receive on the exercise of the Conversion Right, whether or not as a result of adjustments made pursuant
to Section 4,10 shall, for the purposes of the interpretation of this Debenture, be deemed to be shares which
the Holder is entitled to acquire pursuant to the exercise of the Conversion Right.

4.13 No Adjustment for Stock Options

Notwithstanding anything in Section 4.10, no adjustment shail be made in the Conversion
Price if the issuance of Shares is being made upon the cxercise of the Conversion Right or pursuant to any
stock option plan in force from time to time for directors, officers and employces of the Issuer entitling
thein to purchase, in the aggregate, not more than ten percent (10%) of the issued and outstanding Common
Shares (determined on a fully diluted basis as if all rights to purchase Common Shares upon the exercise of
all rights of conversion or exchange for Common Shares and all rights under options, rights or warrants
(other than the foregoing stock options but including this Debenture) outstanding at such time other than
had been exercised and the Common Shares issuable as a result thereof had been issued).

4,14 Determination by Issuer's Auditors

In the event of any question ariging with respect to the adjustments provided for in Section
4.10, such question shall be conclusively determined by the Issuer's independent auditors, or such other
firm of chartered accountants mutually acceptable to the Issuer and the Arranger on behalf of the Holder,
who shall have access to all necessary records of the Issuer, and such determination shall be binding upon
the Issuer, the Holder and all other Persons interested therein.

4.15 Proceedings Prior to any Action Requiring Adjustment

As a condition precedent to the taking of any action which would require an adjustment in
any of the conversion rights pursuant hereto, including the number of Shares which are to be received upon
the exercise thereof, the Issuer shall take any corporate action which may, in the opinion of Counsel to the
Issuer, be necessary in order that the Issuer has unissued and reserved in the Issuer's authorized capital and
may validly and legally issue as fully paid and non-assessable all the Shares which the Holder is entitled to
receive on the full exercise of the Conversion Right in accordance with the provisions hereof.
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4.16 Certificate of Adjustment

The Issuer shall from time to time immediately after the occurrence of any event which
requires an adjustment or readjustment as provided in Section 4.10, deliver a certificate of the Issuer to the
Holder specifying the nature of the event requiring the same and the amount of the adjustment necessitated
thereby and setting forth in reasonable detail the method of calculation and the facts upon which such
caleulation is based. ‘

4.17 Notice of Special Matters

The Issuer covenants that the Issuer will give notice to the Holder of the Issuer's intention
to fix a record date that is prior to the Maturity Date for the issuance of rights, options or warrants referred
to in Section 4,10(b) or the distribution of the shares, rights, options, warrants, evidences of Indebtedness
or assets referred to in Section 4.10(c) to all or substantially all the holders of the lssuer's outstanding
Common Shares. Such notice shall specify the particulars of such event, the record date for such event and,
if prepared or available as at the date that such notice is required to be given pursuant to this Section 4,17,
such notice shall be accompanicd by the material (i.e., proxy circulars, information booklets efe.) sent to
the holders of Common Shares in respect of the event in question, provided that the Issuer shall only be
required to specify in the notice such parliculars of the event as shall have been fixed and determined on
the date on which the notice is given, The notice shall be given in each case not less than fourteen (14)
calendar days prior to such applicable reeord date.

4,18 No Action after Notice

The Issuer covenants that the Issuer will not close the Issuer's transfer books or take any
other corporate action which might deprive the Holder of the opportunity to exercise the Issuer's right of
conversion pursuant thereto during the period of fourteen (14) calendar days after the giving of the
cettificate or notices set forth in Sections 4,16 and 4.17,

4,19 Holder not a Shareholder

Nothing in this Debenture shall, in itself, confer or be construed as conferring upon the
Holder any right or interest whatsoever as a shareholder of the Issver, including, but not limited to, the right
to vote at, to receive notice of, or to attend, meetings of sharcholders or any other proccedings of the Issuer,
or the right to receive dividends and other distributions from the Issuer in respect of Shares.

4.20 Charges for Exchange or Transfer

The Issuer will from time to time promptly pay or make provision satisfactory to the Holder
for the payment of any and all Taxes which may be imposed by Applicable Laws with respeet to the
issuance or delivery of the Shares to the [older, upon the exercise of the Conversion Right.

421 Securities Qualification Requirements

{a) If, in the reasonable opinion of Counsel to the Holder, any instrument is required to be filed with,
or any permission is required to be obtained from any Governmental Authority or any other
Governmental Approval is required before any Shares which the Holder is entitled to receive on
the exercise of the Conversion Right may propetly and legally be delivered, issued or traded
(subject to applicable hold periods and other than in respect of the status of the Holder as a “control
person” within the meaning of Applicable Securities Laws) upon due exercise thereof and thereafter
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traded, without further formality or restriction, the Issuer covenants that the Issuer will take such
reasonably required action at the sole cost and expense of the Issuer.

The Issuer will give written notice of the issue of Shares pursuant to the exercise of the Conversion
Right to each Securities Regulatory Authovity and any stock exchange on which the Issuer's Shares
may be listed for trading as may be necessary in such detail as may be required in order that the
issue of Shares issuable upon the exercise of the Conversion Right and the subsequent disposition
of the Sharcs so issucd (subject to applicable hold periods) will not be subject to the prospectus
qualification requirements of Applicable Securities Laws,

If the Issuer becomes a “reporting issuer” nnder any Securities Laws, the Issuer will prepare and
file, in the form and manner and in the time required by Applicable Securities Laws, all documents,
reports, and other information required to be prepared and filed by the Issuer under Applicable
Securities Laws.

ARTICLE §
COVENANTS

Positive Covenants
The [ssuer covenants with the Holder that the Issuer shall:
Payment and Performance: duly and punctually pay all amounts due by the Issuer hereunder and

shall perform all other obligations on the Issuer's part to be performed under the terms of this
Debenture st the times and places and in the manner provided for herein;

Corporate Existence: maintain the Issuer's and each of its Subsidiaries’ corporate existence in good
standing under the laws of its jurisdiction of incorporation and register and qualify and remain
registered and qualified as a corporation authorized to carry on business under the laws of each
jurisdiction in which the nature of the Business or the character of any material properties and assets
owned or [eased by it requires such registration and qualification, except such as would not have a
Material Adverse Effect;

Insurance: maintain in full force and effect such policies of insurance, including public liability
and property damage insuranee, in such amounts issued by insurers of recognized standing covering
the Issuer's properties and operations, including business interruption insurance and replacement
cost insurance, as are customarily maintained by Persons engaged in the same or similar business
in the localities where the Issuer's properties and operations are located, and, if requested by the
Arranger on behalf of the Holder, furnish the Arcanger with certificates or other evidence
confirming compliance with the foregoing insurance requirements;

Compliance With Applicable Laws:

(i) carry on and conduct and cause its Subsidiaries to carty on conduct the Business and keep,
maintain and operate the its assets and properties in all respects in accordance with all
Applicable Laws, including Environmental Laws and Applicable Securitics Laws, and in
a good and workmanlike manner and in accordance with sound businesslike and industry
practice, except where such non-compliance is not and is not reasonably likely to result in
a Material Adverse Effect; and
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(ii) observe and conform in all respects to all valid requirements of any Governmental
Authority relative to any of the Issuer's and each of its Subsidiaries’ assets and properties
and all covenants, terms and conditions of all agieements upon ot under which any of the
its assets and properties are held, except where such non-compliance is not and is not
reasonably likely to result in a Material Adverse Effect;

Pavment of Taxes:

0] file all income tax returns for the Issuer and for each of its Subsidiaries which are required
to be filed; and

(ii) pay or make provision for payment (in accordance with Generally Accepted Accounting
Principles) of all Taxes which are due and payable by the Issuer and each of its
Subsidiaries, or to provide adequate reserves (in accordance with Generally Accepted
Accounting Principles) for the payment of any Tax, the payment of which is being
contested in good faith;

Payment of Other Obligations: pay or cause to be paid all rents, royalties, Taxes and other
Indebiedness to pay money validly imposed upon the Tssuer or any of its Subsidiaries, or upon the
Issuet's or any of its Subsidiaries’ properties or assets or any part thereof, and all Indebtedness of
the Issuer and each of its Subsidiaries as and when the same became due and payable or shall
provide adequate reserves (in accordance with GAAP) for the payment of any such obligation or
Indebtedness, the payment of which is being contested in good faith;

Maintenance of Bools and Records: keep or cause to be kept proper and adequate records and
books of account in which true and complete entries will be made in a manner sufficient to enable
the preparation of financial statements in accordance with Generally Accepted Accounting
Principles;

Defend Title to Assets: maintain, protect and defend title to all property and assets held by the
Issuer or any of its Subsidiaries, and take all such acts and steps as are necessary or advisable at
any time and from time to time to maintain their respective property and assets in good standing,
except where failure to protect and defend title to such property or assets held by the Issuer in its
own capacity or on behalf of others does not or its not reasonably likely to resuit in a Material
Adverse Eifect;

Reporting Requirements: furnish to the Holder, unless the Issuer shall have timely made such
financial statements available on Canada’s System for Electronic Document Analysis and Retrieval
or on the SEC’s Electronic Data Gathering, Analysis and Retrieval system or any suceessor thereto
or on the Issuct’s home page on the worldwide web:

(1) as soon as available and in any event within ninety (90) calendar days after the end of each
fiscal year of the Issuer, the audited consolidated financial statements of the Issuer
including a balance sheet and related statements of income, retained earnings and changes
in cash flow as of the end of and for such fiscal year, setting forth in each case in
comparative form the figures for the previous fiscal year, in accordance with GAAP;

(it) as soon as available and in any event within forty-five (45} calendar days after the end of
each of the first three fiscal quarters of each fiscal year of the Issuer, unaudited consolidated
financial statements of the Issyer including a balance sheet and related statements of
income, retained earnings and changes in cash flow as of the end of and for such fiscal
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quarter and the then elapsed portion of the fiscal year which includes such fiscal quarter,
setting forth in each case in comparative form the figures for the corresponding period or
periods of (or, in the case of the balance sheet, as of the end of) the previous fiscal period,
all certified by an officer of the Issuer as presenting fairly in all material respects the
financial condition and results of operations of the Issuer in accordance with GAAP,
subject to year-end adjustments;

(iii)  a copy of all information and materials furnished to the holders of Commeon Shares not
included in the foregoing subsections 3.1(1)(i) and (iii); and

(iv)  such other information as the Arranger on behalf of the Holder may reasonably request
from time to time, provided that the Holder shall not use any such information other than
for the purposes of its status as a creditor of the Issuer,

Notice of Event of Default: provide the Holder with prompt written notice of the occurrence of
any Default or Event of Default upon obtaining knowledge thereof,

Share Capital:

(i) reserve and keep available a sufficient number of Common Shares for the purpose of
enabling the Issuer to satisfy the Issuer's obligations to issve Common Shares upon the
exercise of the Conversion Right;

(i) cause the Cominon Shares and the certificates representing the Common Shares from time
to time acquired pursuant to the exercise of the Conversion Right to be duly issued and

delivered in accordance with the terms hercof}

(iii)  ensure that all Common Shares which shall be issued upon exercise of the Conversion
Right shall be issued as fully paid and non-assessable; and

(iv)  make all requisite filings under Applicable Securities Laws necessary to report the exercise
of the right to acquire Shares pursuant to the Conversion Right;

Negative Covenants of the Issuer

The Tssver covenants with the Holder that the Issuer shail not and shall not permit any of

its Subsidiaries to, without the consent of the Arranger on behalf of the Holder:

(a)
(b)

(c)

(d)

Finaneial Indebtediess: incur any Indebtedness other than Permitted Financial Indebtedness;

Negative Pledge: create, incur, assume or suffer to exist any Security Interest upon or with respect
to any its property other than Permitted Encumbrances;

Distributions: declave, resolve to declare or make, or make any Distribution, except for any
Distributions to the Issver by a wholly-owned Subsidiary or by a wholly-owned Subsidiary to
another wholly-owned Subsidiary, and for greater certainty, A12345 may satisty its obligation to
repay the principal under the Demand Note in consideration for the transfer to the Issuer of the
Shoes.com Dointain Names;

Disposition: directly or indirectly, make any Disposition unless the Net Proceeds are applied in
accordance with Section 3.2;
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(e) Change of Business: change in any material respect the nature of the Business nor engage directly
or indirectly, in any material business, activity or purchase or otherwise acquire any material
propetty, in either case, not primarity related to the conduct of the Business;

(D Subsidiaries: acquire or create any Subsidiary unless such Subsidiary unconditionally guarantees
paymet and performance of the Obligations in form approved by the Arranger and grants a seeurity
interest fo secure payment and performance of such guarantee over all of its present and after
acquired property substantially in the form of the Security Agreements; or

{g) Merger Transaction: enter into or become party to a Merger Transaction or take any corporate
action in pursnanee of a Moerger Transaction other than transactions contemplated by the
Acquisition Agreement, :

5.3 Holder ¥May Perform Covenants

If the Issuer shall fail to perform any covenant on its part herein contained, the Holder may
in its discretion perform any of said covenants capable of being performed by it and, if any such covenant
requires the payment or expenditure of money, it may make such payment or expenditure with its own
funds, or with money borrowed by or advanced to it for such purpose, but shall be under no obligation so
to do; and all sums so expended or advanced shall be repayable by the Issuer on demand together with
Interest at the Applicable Interest Rate from the date such payment or expenditure is made to the date the
amount thereof and interest thereon is paid to the Holder, but no such performance or payment shafl be
deemed to relieve the [ssuer from any default hereunder.

ARTICLX 6
DEFAULT

6.1 Events of Default
An Event of Default shall occur upon the happening of any one or more of the following;

(a) if the Issuer defaults in payment of the Principal Sum when the same becomes due and payable
under this Debenture;

{(b) if the Tssuer defaults in payment of Net Proceeds or the Total Offer Price when the same becomes
due and payable under this Debenture;

(c) if the Issuer fails to deliver Common Shares to the Folder when those Common Shares are required
to be delivered following the conversion of this Debenture in accordance with the provisions
hercof;

{d) if the Issuer elects to satisfy the Principal Sum by issuing and delivering Common Shares to the

Holder and the Issuer fails to deliver the number of Common Shares required by the terms hereof
to be issued and delivered in satisfaction of the Principal Sum;

(e) if the Issuer defaults in payment of any Interest or any other amount payable to the Holder under
this Debenture and such default continues after the fifth (5"} day following the date when the same
becomes due and payable under this Debenture;

@ if there shall be a breach by the Issuer or any of its Subsidiaries of any other covenant, condition
or provision contained in this Debenture or a Security Agreement and the breach (if capable of
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being cured) is not cured within fifteen (15) Business Days after written notice by the Arranger on
behalf of the Holder to the Issuer, as the case may be, provided that if such breach is curable, does
not give rise to a Material Adverse Effect, cannot be cured with reasonable diligence within such
fifieen (15) Business Day petiod and the Issuer or such Subsidiary commences to cure such breach
within such fifteen (15) Business Day period and thercafter is continuously and diligently taking
steps to cure such breach, such fifteen (15) Business Day period will be extended for a period of
time, not exceeding sixty (60) calendar days, until such breach is cured;

if any representation or warranty in favour of the Holder or the Arranger in any agreement or
instrument in respect of this Debenture of which ihe Holder or the Arranger has the benefit, shail
have been incorrect in any material respect, or any such representation or warranty that is qualified
by materiality or Material Adverse Effcct shall have been untrue in any respect, in cach case when
made and such representation or warranty (if capable of being corrected) continues (o be incorrect
for a period of fifteen (15) Business Days afler the Arranger on behalf of the Holder gives written
notice of such incorrect representation and warranty to the Issuer;

if the Issucr or any Subsidiary of the Issuer shall: (i) institute or commence proceedings to be
adjudicated a bankrupt or insolvent or consent to the filing of a bankruptcy or insolvency
proceeding against the Issuer; (ii) file, institute or commence or otherwise take any proceeding
relating to reorganization, adjustment, arrangement, composition, compromise, stay of proceedings
or relicf similar to any of the foregoing under any Applicable Law regarding bankruptcy,
insolvency, reorganization or relief of debtors; (iii) consent to the filing of any such proceeding;
(iv}consent to the appointment of a receiver, liquidator, trustee or assignee in bankruptey or similar
official or to the liquidation, dissolution or winding-up of its or of all or a substantial part of its
property and assets; (v) make an assignment for the benefit of ereditors; (vi) admit in writing its
inability to pay their respective debts generally as they become due; (vii) generally not pay its debts
as thoy come due or otherwise be insolvent; or (viii) take any corporate or other action authorizing
or in furtherance of any of the foregoing;

if any procecding is filed, instituted or commenced by any Person sceking: (i) to adjudicate the
Issuer a bankrupt or insolvent or the liquidation, reorganization, winding-up, adjustment,
arrangement, comprormise, composition, stay of proceedings or similar relief of or for the Issuer or
any of its Subsidiarics under any Applicable Law regarding bankruptcy, insolvency, reorganization
or relief of debtors; or (i) to appeint a receiver, liquidator, trustee or assignee in bankruptcy or
similar official of the Issuer or any or its Subsidiaries ot of all or a material part of its property and
assets, il such procceding shall continue undismissed or unstayed for a period of sixty (60) calendar
days;

the occurrence of an cvent of default under any Financial Indebtedness of the Issuer or any of its
Subsidiaries exceeding five hundred thousand Doliars ($500,000), provided that if an event of
default under any Financial Indebtedness is cured or waived, the Event of Default hereunder
relating thereto shall be deemed to have been cured or waived to the sane extent for all purposes,

if a writ, execution, attachment or similar process is issued or levicd against all or a portion of the
property of the Issuer in connection with any judgment or judgments against the Issuer or any of
its Subsidiaries aggregating in excess of two hundred fifty thousand Dollars ($250,000) and is not
released, satisfied, discharged, vacated or stayed within thirty (30) calendar days after its entry,
commencement or levy;

if final judgments for the payment of money aggregating in excess of two hundred fifty thousand
Doliars ($250,000) shall be rendered against the Issuer or any of its Subsidiaries, by a court of last



"

158
A-34

resort and the same shall remain undischarged for a petiod of thirty (30) calendar days during which
time such judgments shall not be on appeal or execution thereof shall not be effectively stayed;

(m) in the reasonable opinion of the Arranger a Material Adverse Effect exists or a Material Adverse
Change has occurred; or

(n) the holder of any Bank Debt requires, as a condition to any advance of such Bank Debt, that the
Arranger (for and on behalf of the Holder) enter into an agreement with such holder that has the
effect of limiting or restricting the payment of interest on the Principal Sum before a period of 180
days, and after the occurrence of an event or citcumstance that is a default or event of default under
the terms of such Bank Debt and the holder of such Bank Debt does not take proceedings (other
than giving of notice of default or acceleration) to collect to rcalize upon the security for such Bank
Debt within such 180 day period.

6.2 Acceleration

Upon the occurrence of an Event of Default which is continuing, the Arranger on behalf of
the Holder may by notice in writing to the Issuer declare the Principal Sum and al] accrued interest thereon
and all other Obligations to be immediately due and payable and the same shall become immediately due
and payable to the Holder and the Issuer shall forthwith pay the samec to the Holder failing which all rights
and remedies of the Holder hereunder and under the Security Agreements or under Applicable Laws in
respect of such non-payment shall beconie enforceable; provided that upon the occurrence of an Event of
Default specified in Section 6,1(h) or 6.1(i), the Principal Sum and all acerued interest thereon and all other
Obligations shall automatically become due and payable without any requirement that notice be given by
the Holder.

6.3 Remedies ~ General

Upon and following the occcurrence ol an Event of Default and acceleration of the Principal
Sum in accordance with Section 6.2, the Arranger may, in its sole and absolute discretion exercise all such
rights and remedies that may be exercised under the Security Agreements and all other rights and remedies
recognized under Applicable Laws against the Issuer or in respect of the Collateral or any part thereof for
the enforcement of full payment and performance of all the Obligations.

6.4 Remedies Not Exelusive

No right, power ot remedy herein conferred upon or reserved to the Holder or any person
acting for or on behalf of the Holder is intcnded to be exclusive of any other right, power or remedy or
remedies, and each and every right, power and remedy shall, to the extent permitted by Applicable Laws,
be cumulative and shall be in addition to every other right, power or remedy given hereunder or now or
hereafier existing at law, in equity or by statute, The Holder shall have the power to waive any default,
provided no such waiver shall be effective unless made in writing by the Holder and shall not constitute a
waiver of any other or subsequent default. No delay or omission of the Holder in the exercise of any right,
power or remedy accraing upon any default shall impair any such right, power or remedy or shall be
constried to be a waiver of any such default or an acquiescence therein, Every right, power and remedy
given to the Holder by this Debenture or under Applicable Laws may be exercised from time to time and
as often as may be deemed expedient by the Holder, Tn case the Holder shall have proceeded to enforce
any right under this Debenture or any Security Agrecment and the proceedings for the enforcement thereof
shall have been discontinued or abandoned for any reason or shall have been deterinined adverscly to the
Holder, then and in every such case the Issuer and the Holder shall, without any further action hereunder,
to the full extent permitted by Applicable Laws, subject to any determination in such proceedings, severally
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and respectively, be restored to their former positions and rights hereunder and thereafter all rights,
remedies and powers of the Holder shall continue as though no such proceeding had been taken.

6.5 Application of Monies

Subject to Applicable Laws, all monies collected or received by the Holder pursuant to or
in exercise of any right or remedy shall be applied on account of the amounts outstanding hereunder in such
manner as the Holder deems best or, at the option of the Holder, may be held unappropriated in a collateral
account ot released to the Issuer, all without prejudice to the liability of the Issuer or the rights of the Holder
hereunder, and any surplus shall be accounted for as required by Applicable Laws,

ARTICLE 7
INDEMNITY AND EXPENSES

7.1 No Set-off and Taxes

The Issuer and each Guarantor shall make all payments to the Holder hereunder without
any set-off or counterclaim whatsoever and free and clear of, and without deduction for or on account of,
any Tax. If any Tax is deducted or withheld from any payments, the Tssuer or Guarantor shall promptly
remit to the Holder the equivalent of the amounts so deducted or withheld together with such additional
amounts as may be necessary so that after making all required deductions or withholdings, including
deductions or withholdings applicable to additional amounts paid under this Section 7.1, the Holder shall
receive an amourtt equal to the amount the Holder would have received if no deduction or witliholding had
been made.

In the event the Issuer or a Guarantor has made a payment pursuant to this Section 7.1 and
the Holder deterinines thereafter that the Holder has been granted or received a credit, refund ot remission
in respect of the Tax for which the deduction was made, then the Holder shall promptly refund to the Issuer

“or such Guarantor such amount (if any) as the Holder determines in good faith will leave the Holder in no
warse position than would have been the case if there had been no obligation to make sueh deduction or
withholding in the first place. The Holder shall not be obligated to provide to the Issuer or such Guarantor
copies of all or any part of the Holder's tax returns, financial statements or other corporate financial data by
reason of any such matter.

7.2 Indemnity

(a) The Tssuer hereby covenants with the Holder that the Issuer shall at all times hereafter keep the
Holder indemnified and held barmless from and against all suits (whether founded or unfounded),
actions, proceedings, judgiments, demands or claims asserted, instituted or made against the Holder,
and all costs, losses, liabilities, damages and expenses (including all legal fees on a solicitor and
his own client, full indemnity, basis) (“Losses™) incurred by the Holder in any way relating to,
arising out of, or incidental to any of the transactions contemplated by this Debenture, except to the
extent such Losscs arise out of the intentional or gross fault, gross negligence, willful misconduct
or fraud of the Holder or the Arranger. If and for so long as no Default or Event of Default has
occurred and is continuing, the Issuer, at the Issuer's option, shall be entitled to conduct the defence
of such suit, action or procecding with the participation of and taking into account the best interests
of the Holder. If the Holder shall determine in good faith that a conflict of intercst cxists or the
defence of any such suit, action or proceeding is not being conducted in the best interests of the
Holder, the Holder shall on notice to the Issuer (and for the aceount of the Issuer) be entitled to take
over the sole conduct of the defence of such suit, action or proceeding. This indemnity shall extend
to the officers, directors, employees and assignees of the Holder.
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The Issuer hereby jointly and severally agrees to indemnify, defend and hold harmless the Holder
from and against any and all Environmental Liabilities, losses, costs, expenses, damages, claims,
judgments, suits, awards, fines, sanctions and liabilities whatsoever (including any costs or
expenses of preparing any necessary environmental assessmeént report or other similar reports)
{collectively, “Environmental Claims™} incurred by the Holder as a result of:

(i) any breach of applicable Environinental Laws which relates to the property or operations
of the Issuer; '

(ii) any Relcase, presence, use, creation, transportation, storage or disposal of Hazardous
Substances which relate to the property or operations of the Issuer; or

(ii))  any claim or order for any clean-up, restoration, detoxification, reclamation, repair or other
securing or remedial action which relates to the property or operations of the Issuer;

provided, however, that this indemnity shall not apply in respect of any such Environmental Claims
which are caused by the negligence or wilful misconduct of the Holder by reason of any act of, or
any act or omission taken at the direction of, the Holder or any of the officers, directors, employees
or assignees thereof. This indemnity shall extend to the officers, directors, employees, agents and
assignees of the Holder as well as to the Holder itself, and the Holder will hold the benefit of this
indemnity in trust for such other indemnified persons to the extent necessary to give cffect thereto.

Lxpenses

The Issuer shall supply all statements, reports, certificates, opinions and other documents or
information required to be furnished to the Holder by the Issuer under this Debenture without cost
to the Holder.

If the Issuer fails to pay any amounts required to be paid by the Issucr under this Debenture or if
the Issuer fails to observe or perform any of the covenants and obligations sct forth in this
Debenture to be observed or performed by the Issuer, the Holder may, but shall be under no
obligation to, pay such amounts or do such act or things as may be required to ensure such
observance and performance, without waiving any of the Holdes's rights under this Debenture, No
such payment, act or thing by the Holder or any receiver shall relieve the Issuer from any Default
under this Debenture or the consequences of such Default. The reasonable expenses (including the
cost of any insurance and payment of Taxes or other charges and legal fees and expenses on a
solicitor and his own client, full indemnity, basis) paid by the Holder shali be deemed advanced to
the Issuer by the Holder, shall become part of the Obligations, and shall, from the time they are
paid by the Holder or such receiver until repaid by the Issuer, bear interest at the Applicahle Interest
Rate.

The Issuer shall pay all reasonable expenses (including legal fees and expenses on a solicitor and
his own client basis) incurred by the Holder in connection with the preparation, petfection,
execution, protection, enforcement of and advice with respect to this Debenture (including the
realization, disposition, retention, protection or collection of the Collateral or any part thereof and
the protection and enforcement of the rights of the Holder hereunder and under the Security
Agreement and including any expenses incurred in connectton with any insolvency, bankruptey or
similat proceedings in respeet of or affecting the Issuer or any Guarantor) and such expenses shall
become part of the Obligations, and shall, from the time they are paid by the Holder until repaid by
the Issuer, bear interest at the Applicable Interest Rate,
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7.4 Currency

Unless otherwise provided, all dollar amounts referred to in this Debenture are to Canadian dollars. If, in
connection with any action or proceeding brought in connection with this Debenture or any resulting
judgment or order, it becomes necessary to convert any amount due hereunder in one currency {the “first
currency”) into another currency (the “second curreney™), then, except to the extent otherwise required
by Applicable Laws, the conversion shall be made at the Judgment Conversion Rate on the first Business
Day prior to the day on which payment is received. If the conversion is not able to be made in the manner
contemplated by the preceding paragraph in the jurisdiction in which the action or procceding is brought,
then the conversion shall, except to the extent otherwise required by Applicable Laws, be made at the
Judgment Conversion Rate on the day on which the judgment is given. If the Judginent Conversion Rate
on the date of payment is different from the Judgment Conversion Rate on such first Business Day or on
the date of judgment, as the case nay be, the party shall pay such additional amount (if any) in the second
currency as may be necessary to ensure that the amount paid on such payment date is the aggregate amount
in the second currency which, when converted at the Judgment Conversion Rate on the datc of payment, is
the amount due in the first currency, together with all costs, charges and expenses of conversion. Any
additional amount owing pursuant to the provisions of this section shall be due as a scparate debt and shall
give rise to a scparate cause of action and shall not be affected by or merged into any judgment obtained
for any other amounts due under or in respect. of this Debenture.

The term “Judgment Conversion Rate” used in this section ineans the noon rate of exchange for Canadian
interbank transactions in Canadian dollars in the other currency published by the Bank of Canada for the
date in question.

ARTICLE 8
TRANSFER OF DEBENTURE

8.1 Register-of the Debenture

The Issuer shall keep or cause to be kept a register in which the Holder of this Debenture
shall be registered. The name and address of each holder of this Debenture and particulars of this Debenture
held shall be entered in the register, For the purposes of this Debenture, the Issuer may treat the Person
registered as the Holder as the beneficial owner thereof for all purposes.

8.2 Transfer of Debenture

Except as otherwise expressly provided in this Debenture and subject to the other
Transaction Documents and Applieable Laws, the provisions hereof shall enure to the benefit of, and be
binding upon, the Parties and their respective successors, permitted assigns, permitted transferces, heirs,
executors, administrators and personal representatives, The Holder shali not, without the prior written
consent of the Issuer, which consent shall not be unreasonably withheld, assign, transfer or otherwise
convey its rights under this Debenture to any Person, provided that the Holder may assign, trangfer or
otherwise convey its rights under this Debenture to any Person whose investinent account in which the
Debenture is held is to be managed by the Arranger. Any transfer or assignment shall be subject to
Applicable Securities Laws and the transferee apreeing to be bound by the provisions of the Collateral
Agency Agreement as successor and assignee of the transferring Holder. Any purported assignment of
rights or delegation of obligations in violation of this Section 8,2 shali be null and void, and of no effect,
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8.3 Exchange of Debenture

Any one or more Debentures may, upon compliance with the reasonable requirements of
the Issuer (including compliance with Applicable Securities Laws), be exchanged for one or more other
Debentures representing the same aggregate Principal Sum as represented by this Debenture so exchanged.
Any Debenture tendered for exchange shall be cancelled and surrendered by the Holder to the Issuer.

8.4 Replacement Debenture

If this Debenture becomes mutilated or is lost, desiroyed or stolen, the Issuer, subject to
Applicable Laws, shall issue and deliver, a new debenture of like tenor as the one mutilated, lost, destroyed
or stolen in exchange for and in place of and upon cancellation of this Debenture. The Holder shall hear
the cost of the issue of a replacement Debenture and in case of loss, destruction or theft shall, as a condition
precedent to the issuance thereof, furnish to the Issuer such evidence of ownership and of the loss,
destruction or theft of this Debenture as shall be satisfactory to the Issuer, in the Issuer's sole discretion,
and the Holder may also be required to furnish an indemnity or security in amount and form satisfactory to
the Issuer, in the Issuer's sole discretion, and shall pay the reasonable charges of the Issuer in connection
therewith.

ARTICLE 9
SUCCESSOR ISSUER

9.1 Restriction on and in each ease ete.

The Issuer shall not carry out a Merger Transaction or enter into any Merger Transaction
whereby all or substantially all of the Issuct’s undertaking, property and assets would become the property
of:

(a) any other Person; or

(b) in the case of an amalgamation or merger, of the continuing corporation resulting therefrom;

(in this Section 9.1, such other Person or continuing corporation, as the case may be, is hereinafter referred
10 as a “Successor Issuer’), unless the Issuer has obtained the consent of the Arvanger on behalf of the
Holder under Section 5.2, if required, and the Successor Issuer shall execute, prior to or contemporaneously
with the consummation of the Merger Transaction, such instruments, if any, as arc in the opinion of counsel

to the Holder necessary or advisable to evidence:

{c) the assumption by the Successor Issuer of liability for the due and punctual payment and
performance of the Obligations;

(d) the agreement of the Successor Issuer to obscrve and perform all the other covenants and
obligations of the Issuer under this Debenture and the Security Agreement;

(e) the grant of Security Interests inn the property of such Successor on the terms of the Security
Agreement subject to no Encumbrance other than Permitted Encumbrances; and

{f) the enforceability of this Debenture against the Successor Issuer; and

(g} the delivery fo the Holder of an opinion of independent legal counsel to the Issuer to the effect that
terms thereof are substantially to preserve and not impair the Security Interests or any of the powers
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or rights of the Iolder or of the Arranger under the Security Agreement in respect of the
Obligations.

ARTICLE 10
GUARANTEES

101 Debenture Guarantees

Each of the Guarantors hereby, jointly and severally, unconditionatly guarantces to the
Holder and its successors and assigns, irrespective of the validity and enforceability of other provisions of
this Debenfure;

(a) the prompt payment in full when due of the Principal Sum of, and Interest on, this Debenture,
whether on the Maturity Date, by acceleration, redemption or otherwise, and interest on the overdue
Principal Sum of and Interest on this Debenture, if any;

(b) the prompt payment and performance by the Issuer of all other Obligations of the Issuer to the
Holder under this Debenture, all in accordance with the terms of this Debenture; and

(c) in case of any extension of {ime of payment or renewal of any Obligation, that same will be
promptly paid in full when due or performed in accordance with the terms of the extension or
renewal, whether at stated maturity, by acceleration or otherwisc,

_ Failing payment when due of auy amount so guaranteed or any petformance so guaranteed
for whatever reason, the Guarantors will be jointly and severally obligated to pay and perform the sane
immediately,

Each of the Guarantors acknowledges and agrees that it will benefit, directly or indirecily,
from the funding being made to the Issuer pursuant to this Debenture and the Debenture Purchase
Apreement.

Each of the Guarantors hereby agree that its obligations hereunder are unconditional,
irrespective of the validity, regularity or enforceability of other provisions of this Dcbenture, the absence
of any action to enforce the same, any waiver or consent by the Holder or any other holder of the Debentuies
or the Arranger on behalf of the Holder with respect to any provisions of this Debenture, the recovery of
any judgment against the Issuer, any action to enforce the same or any other circumstance which might
otherwise constitute a legal or equitable discharge or defense of a Guarantor.

Each Guarantor hereby waives diligence, presentment, demand of payment, filing of claims
with a court in the event of insolvency or bankruptey of the Issuer any right to require a proceeding first
against the Issuer, protest, notice (other than notices required pursuant to this Debenture) and all demands
whatsoever and covenant that this Debenture Guarantee will not be discharged except by payment and
performance in fuil of the obligations contained in this Debenture as provided herein.

If the Holder is required by any court or otherwise to return to any Obligor ot any custodian,
trustee, liquidator or other similar official acting in relation to any Obligor, any amount paid to the Holder
under this Debenture or this Debenture Guarantee, such amount, to the extent therstofore discharged, will
be reinstated in full force and effect,

Each Guarantor agrees tbat it will not be entitled to any right of subrogation in reiation to
the Holder in respect of any Obligations guaranteed hereby until payment and performance in full of all
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Obligations guaranteed hereby as provided herein. Each Guarantor further agrecs that, as between the
Guarantors, on the one hand, and the Iolder on the other hand, (i} the maturity of the Obligations guaranteed
hereby may be accelerated as provided in Section 6.2 for the purposes of this Debenture Guarantee,
notwithstanding any stay, injunction or other prohibition preventing such acceleration in respect of the
obligations guaranteed hereby, and (ii} in the event of any declaration of acceleration of such Obligations
as provided in Section 6.2, such Obligations (whether or not due and payable) will forthwith become due
and payable by the Guarantors for the purpose of this Debenture Guarantee. In accordance with the
provisions of Seciion 10.8, the Guaranfors will have the right to seek contribution from any non-paying
Guarantor or from the Issuer so long as the exercise of such right does not impair the rights of the Holder
under this Debenture Guarantee.

10,2 Aclknowledgements of the Guarantors

Each Guarantor acknowledges and agrees that the Holder may, subject to the terns and
conditions of this Debenture:

{a) renew or extend all or any portion of the Obligations;

(b make changes in the dates specified for payments or performance of any Obligation;

(c) otherwise modify the terms of this Dcbenture;

(d) take and hold the Securily for the performance of the Obligations and exchange, enforce, waive

and relcase any such Security;

(e) enforce the Security and direct the order or manner of sale thereof as the Avranger on behalf of the
Hoider in its sole discretion may determine if permifted under the Security Agreements or any of
them; and

43 release, substitute or add any one or more guarantors of the Obligations,

all of the foregoing without prejudice fo or in any way releasing, discharging, terminating, limiting,
reducing, lessening, impairing or in any way affecting the obligations of any Guaranfor under this
Debenture Guarantee,

10.3 Watver of Defences

Each Guarantor hereby waives as againsf the Holder to the fullest extent permitted by
Applicable Laws, any defence relating to:

(a) any defence based upon any incapacity, disability or lack or limitation of status or power of such -
Guarantor, any other Obligor or any other person or of the direstors, officers, employees, partuers
or agents thereof, or that any Obligor or any other person may not be a legal entity;

(b) any change in the existence, structure, constitution, name, control or ownership of such Guarantor,
any other Obligor or any other person;

(c) any limitation, postponement, prohibition, subordination or other restriction on the rights of the
Holder to payment of all or any part of the Obligations or to take any steps in respect thereof;
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(d) any defence arising by reason of any failure of the Holder to proceed against any other Obligor or
any other person, to proceed against, apply or exhaust any of the Security, or (o proceed against or
to pursue any other remedy in the power of the Holder whatsoever;

(e) the benefit of any law which provides that the obligation of a guarantor must neither be larger in
amount nor in other respects more burdensome than that of the Principal Sum obligation or which
reduces a guarantor's obligation in proportion to the Principal Sum obligations;

H any defence arising by reason of any failure by the Holder to obtain, perfect or maintain a perfected
(or any) Security Interest in or lien or encumbrance upon any Cotilateral or by reason of any interest
of the Holder in any property, whether as owner thereof or the holder of a Security Interest therein
or lien or encuinbrance thereon, being invalidated, voided, declared fraudulent or preferential or
otherwise sct aside, or by reason of any impairment by the Holder of any right to recourse or
collateral;

(g) any defcnce arising by reason of the failure of the Holder to marshall any assets or to apply such
principle to any sums of money which it shall be entitled to receive or to other assets upon which
it may possess rights;

(h) any dealing whatsoever with such Guarantor, any other Obligor or other Person or any security, or
any failure to do so; and

(i) any other circumstances which might otherwise constitute a defence available to, or a discharge of
such Guarantor, any other act or omission to act or delay of any kind by any other Obligor, such
Guarantor or any other person or any other circumstance whatsoever, whether similar or dissimilar
to the foregoing, which might, but for the provisions of this Section 10.3, constitute a legal or
equitable discharge, limitation or reduction of the obligations of such Guarantor hereunder (other
than the payment or satistaction in full of all of the Obligations}.

10.4 Execution and Delivery of Debenture Guaraniee

In the event that the Tssuer or any of its Subsidiaries creates or acquires any Subsidiary
after the date of this Debenture, the Issuer will cause such Subsidiary, as applicable, to comply with the
provisions of this Article 10.

10.5 Release of Debenture Guarantees

The Debenture Guarantee contemplated hereby constitutes a continuing guarantee and
remains in full force and effect until payment and performance in full and discharge of all Obligations as
provided herein,

10.6 Additional Security

This Debenture Guarantee is in addition to and not in substitution for any other seeurity or
guaran(ee given by aiyone whomsoever and shall not prejudice any and all security furnished to the Holder
or to the Arranger on behalf of the Holder by anyone whomsocver, and held by it or them at any time
whatsoever.
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10.7 Renunciation to the Benefits of Division and Discussion and Subrogation

The Holder shall not be obliged 1o exercise any of its rights, remedies or recourses against
the Issuer or against others, or to discuss any of the Security or any other security which it may hold from
time to time, before being entitled to the full payment and performance by any of the Guarantors of the
obligations guaranteed hereunder as provided herein and it shall not be bound to offer or to deliver its
Security, if any, before being paid in full. Each Guarantor renounces to the benefits of discussion and
division. No Guarantor shall be entitled to any rights of subrogation as against the Holder or the Issuer or
any other Obligor or any of their property until the full payment and performanee of the Obligations as
provided herein,

10.8 Contribution

The Issuer and Guarantors shall, subject to the conditions of Section 10.1, be entitled to
contribution from the other of the Issuer and Guarantors, as applicable, the intent of the Issuer and
Guarantors being that they shall share in the Obligations in the same proportion as they have henefited from
the funding provided dircetly or indirectly pursuant to this Debenture.

10.9 No Fraudulent Conveyance

Notwithstanding any provision of this Debenture Guarantee to the contrary, it is intended
that this Debenture Guarantee, and any interests, liens and Security Inierests granted by the Guarantois as
security for this Debenture Guarantee, not constitute a “Fraudulent Conveyance® {as defined below) in the
event that this Debenture Guarantee or such inferest is subject to the U.S. Bankruptcy Code or any
applicable frandulent conveyance or fraudulent transfer law or similar law of any state, Consequently, the
Guarantors and the Holder agree that if this Debenture Guarantee, or any such interests, liens or Seeurity
Interests securing this Debenture Guarantee, would, but for the application of this sentence, constitute a
Fraudulent Conveyance, this Debenture Guarantee and each such lien and Security Interest shall be valid
and enforceable only to the maximum extent that would not cause this Debenlure Guarantee or such interest,
lien or Security Interest to constitute a Fraudulent Conveyance with respect to the relevant Guarantor, and
this Debenture Guarantee shall automatically be deemed to have been amended accordingly at all relevant
times. For purposes hereof, “Frandulent Conveyance” means a [raudulent conveyance under Section 548
of the U.S. Bankruptcy Code or a fraudulent conveyance or fraudulent transfer under the provisions of any
applicable fraudulent conveyance or fraudulent transfer law or similar law of any state, as in effect from
time to time. Furthermore, the amount guaranteed hereunder and the payments to be made under this
Debenture Guarantee shall be limited to an amount and payments that will not result in prohibited dividend
or distribution under applicable state law.

The foregoing limitation on the liability of the Guarantors is not a restriction on the amount
of the guaranteed Obligations of the Issuer or any other guarantor to the Holder, whether in the aggregate
or at any one time. If the Holder now holds one or more Guarantees, or hereafler receives additional
Guarantees from any Guarantor or any other guarantor of the guaranteed Obligations, the rights of the
Holder under all such Guarantees shall be cumulative unless otherwise specified therein, Inany such event,
this Debenture Guarantee shall not, unless specifically provided otherwise to the contrary, affect or
invalidate any of such other Guarantees. The liability of each Guarantor will be the aggregate liability of
such Guarantor under the terms of this Debenture Guarantee and any such other Guarantees,
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ARTICLE 11
MISCELLANEQUS

111 Severability

If any one or more of the provisions or parts thereof contained in this Debenture should be
Jjudicially determined to be invalid, illegal or unenforceable, the remaining provisions or parts thereof
contained herein shall be and shall be conclusively deemed to be, as to such jurisdiction, severable
therefrom and:

(a) the validity, legality or enforceability of such remaining provisions or parts thereof shall not in any
way be affected or impaired by the severance of the provisions or parts thereof severed;

(b) the invalidity, illegality or unenforceability of any provision or any part thereof contained in this
Debenture shall not affect or impair such provision or part thereof or any other provisions of this
Debenture; and

(c) {o the extent permitted by Applicable Laws, each of the parties hereto hereby waives any provision
of law that renders any provision hereof unenforceable in any respect.

11.2 Laws of British Columbia

This Debenture shall be deemed to have been made and shall be construed in accordance
with the laws of the Province of British Coluinbia and the laws of Canada applicable therein, without regard
to the conflict of laws provisions thereof, and shall be treated in all respects as a British Columbia contract.
The Issuer hereby irrevocably submits to the jurisdiction of the courts of the Province of British Columabia
for any action, suit or any other proceeding arising out of or relating to this Debenture and any other
agreement or instrunient mentioned therein or any of the transactions contemplated thereby.

11.3 Submission to Jurisdiction; Waivers

Each Guarantor that is not incorporated under the laws of a Canada or a Province thereof
hereby irrevocably and unconditionally:

(a) submits, for itself and its property, in any action, suit or proceeding relating to this Debenture, or
for recognition and enforcement of any judgment in respect thereof, to the sole and exclusive
Jjurisdiction of the Courts of the Province of British Columbia, Canada, sitting in Vancouver, and
appellate courts from any decision thereof,

()] consents that any such action, suit or proceeding may be brought in such courts and waives any
objection that it may now or hereafter have to the venue of any such action, suit or proceeding in
any such court or that such action, suit or proceeding was brought in an inconvenient court and
agrees not fo plead or claiin the same;

(c) appoints the Issuer as its authorized agent to accept and acknowledge on its behalf service of any
and all process which may be served in any action, suit or proceeding of the nature referred to
above; said designation and appointment shall, to the fullest extent permiited by Applicable Laws,
be irrevocable until this Debenture is terminated; if any such agent shall cease to act, the Guarantor
shall without delay appoint another such agent with an address in Vancouver, British Columbia and
shall promptly deliver to the Arranger on behalf of the Holder evidence in writing of such other
agent's acceptance of such appointment;



bt N

168
A-44

(d) consents, to the fullest extent it may effectively do so under Applicable Laws, to process being
served in any action, suit or proceeding of the nature referred to above by mailing a copy thereof
by registered or certified air mail, postage prepaid, return receipt requested, to the address of the
party to whoin it is addressed specified in or designated pursuant to Section 11.4(a) or by serving
a copy thereof upon the relevant agent for service of process refetred to above at the address set
forth in respect of such agent in subsection (c) above (whether or not the appointment of such agent
shall for any reason prove to be ineffective or such agent shall accept or acknowledge such service);

(e) waives, to the fullest extent it may effectively do so undet Applicable Laws, all claim of error by
reason of any such service and agrees, to the fullest extent it may effectively do so under Applicable
Laws, that such service (i) shall be deemed in every respect effective service of process upon a
party hereto in any such action, suit or proceeding and (ii) shall be taken and held to be valid
personal service upon and personal delivery to such party; and

(f) agrees thal nothing contained herein shall affcct the right of any party hereto to serve process in
any other inanner permiited by Applicable Laws.

114 Notices

All notices, reports or other communication required or permitted by this Debenture must
be in writing and shall be delivered by (a) personal delivery, (b) certified or registered mail (first class
postage pre-paid), (c) guaraniced overnight delivery by recognized national courier, or (d) facsimile
transmission or email transmission, addressed to the party to which the notice is to be given at its address,
facsimile number or email address for service hercin (or to such other address which such party may
subsequently designate by ten (10) calendar days® advance written notice to the other parly). Any notice,
consent, waiver, direction or other communication made or given by personai delivery, courier or facsimile
transmission to the party to whom it was addressed as aforesaid shall be deemed to have been given and
received on the date on which it was so delivered at such address (if a Business Day, and if not, or received
after 4:00 p.m. local time, the next succeeding Business Day) or if sent by prepaid registered mail be decined
to have been given and received on the fourth Business Day following the date of its mailing or if sent by
email transmission be deeined to have been given and received at the time of receipt unless actually received
after 4;00 p.m, local time or on a date that does not fall on a Business Day at the point of delivery in which
case it shall be deemed to have been given and received on the next Business Day. ‘

The address, facsimile or email address for service of each of the parties shall be as follows
or at such other address as a party may designate by ten (10) calendar days’ advance written notice to the
other party:

(a) if to the Issuer or any Guarantor:

1006903 B.C. Lid.
Suite 2390 - 1055 West Hastings Street
Vancouver, B.C, V6E 2159

Canada
Aftention: Nicholas Bozikis
email; nick@hardycapital.com

with a copy to (which shall not constitute notice):
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Michael, Evrensel & Pawar LLP
Suite 650, 669 Howe Street
Vancouver, British Columbia V&C 0B4
Attention: Ryan Patryluk
Telecopier No.: 604-669-1953
email: rpatryluk@meplaw.ca
(b) if to the Holder:
Deans Knight Capital Management Ltd,
1500-999 West Hastings Street
Vancouver, British Columbia V6C 2W2
Canada
Attention; Dillon Cameron
Telecopier No.: 604-669-0238
email: deameron@deansknight.com

with a copy to (which shall not constilute notice):

Farris, Vaughan, Wills & Murphy LLP
25th Floor — 700 W. Georgia St
Vancouver, British Columbia V7Y B3

Canada

Attention: Mitchell Gropper, Q.C.
Telecopier No.: 604-661-9349

email: mgropper@farris.com

or the last address or telecopier number of the party concerned, notice of which was given in accordance
with this Section 11.4. '

11.5 No Amendment or Waiver

Notwithstanding any other provisions of this Debenture, no amendment or waiver of any
provisions of this Debenture, nor consent to any departure by the Issuer therefrom, shall in any event be
effective unless the same shall be in writing and signed by an officer of the Holder, and then such
amendment, waiver or consent shall be effective only i the specific instance and for the specific purpose
for which given and shall not extend to or be taken in any manner whatsoever to affect any subsequent
breach or default or to affect the rights of the Holder resulting therefrom.

11.6 Further Assurances

The parties hereto shall at all times promptly do, make, execute, acknowledge, deliver, or
cause to be done, made, executed, acknowledged or delivered, all such further acts, deeds, agreements and
other instruments as may reasonably be required or desirable to give full force and effect to the terms of
this Debenture and shall take such steps as may be reasonably within its power to implement the full extent
of this Debenture.



170
A-46

11.7 Oral Agrcements not Enforceable under Washington Law

ORAL AGREEMENTS OR ORAL COMMUNICATIONS TO LOAN MONEY,
- EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE
NOT ENFORCEABLE UNDER WASHINGTON LAW.,

[Remainder af page intentionally lefi blank]
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Exhibit A

Permitted Encumbrances

“Permitted Encumbrances™ means the following types of Encumbrances;

(2)

(b)

(c)

(d)

(e)

®

(2)

()

()

@)

statutory Encumbrances of landlords and Encumbrances of cartiers, warehousemen, mechanics,
suppliers, material men, repairmen and other Encumbrances imposed by law incurred in the
ordinary coutse of business and Encumbrances for taxes, assessments or governmental charges or
claims, in either case, for sums not yet overdue or being contested in good faith by appropriate
proceedings, if such reserve or other appropriate provision, if any, as shall be required by GAAP
shall have been made in respect thereof}

Encumbrances incurred or deposits made in the ordinary course of business in connection with
workers’ compensation, unemployment insurance and other types of social seourity, or to secure
the performance of lenders, statutory obligations, bids, trade contracts, leases, government
conlracts, surety and appeal bonds, performance and return-of-money bonds and other similar
obligations {exclusive of obligations for the payment of borrowed money);

Encumbrances upon specific items of inventory or other goods and proceeds of any Person securing
such Person’s abligations in respeet of bankers’ acceptances issucd or created for the account of
such Person to facilitate the purchase, shipment or storage of such inventiory or other goods;

Encumbrances encumbering deposits tnade to secure obligations arising from statutory, regulatory,
contractual or warranty requirements of the Issuer, including rights of offset and setoff,

bankers’ liens, rights of setoff and other similar Encumnbrances existing solely with respect to cash
on deposit in one or more accounts maintained by the Issuer, in each case granted in the ordinary
course of business in favour of the bank or banks with which such accounts are maintained, securing
amounts owing to such bank with respect to cash management and operating account arrangements,
including those involving pooled accounts and netting arrangements; provided, however, that in no
case shall any such Encumbrances secure (either directly or indirectly) the repayment of any
Indebtedness (as such term is defined in the Debentures),

leases or subleases (or any Encumbrances related thereto) granted to others that do not materially
interfere with the ordinary course of business of the Issuer;

any action, claim, lis pendens, certificate of pending litigation, aitachment or judgment
Encumbranccs which arc being contested in good faith by appropriate proceedings;

easements, rights-of-way, restrictions and other similar charges or encumbrances not tnaterially
interfering with the ordinary course of business of the lssuer;

zoning restrictions, building bylaws, ordinances, regulations, licenses, and other restrictions on the
use of real property or minor itreguiarities in title thereto, which do not materially impair the vse
of such real property in the ordinary course of business of thc Issuer and its Subsidiaries or the
value of such real property for the purpose of such business;

any right of expropriation, access and use and all other similar rights conferred upon or vested in
any Governmental Authority or agency imposed by law not materially interfering with the ordinary
course of business of the Issuer;
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any right reserved to or vested in any Governmental Authority or agency by law or by the terms of
any lease, grant or permit to terminate any such lease, grant or permit not materially interfering
with the ordinary course of business of the Issuer;

any right of first refusal, right of first offer, option, contract or other agreement to sell an asset
existing on the date hereof and set forth in Schedule 4 to the Debenture Purchase Agreement; and

encumbrances secining Hedging Obligations entered into for bona fide hedging purposes of the
Issuer not for the purpose of speculation.
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Exhibit 3.8(d)

Form of Opinion of Issuer’s Counsel
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[DATE]

Deans Knight Capital Management Ltd., in its capacity as Arranger
Suite 1500, 999 West Hastings Street

Vancouver, BC V6C 2W2

Dear Mesdames and Sirs:

RE: 1006963 B.C. Ltd.

1. SCOPE OF REVIEW

We have acted as counsel to 1006903 B.C Ltd. (the “Corperation™) in connection with the negotiation,
execution and delivery of a debenture purchase agreement (the “Debenture Purchase Agreement”) dated
e, 2014 between the Corporation and Deans Knight Capital Management Ltd., in its capacity as arranger
{the “Arranger”), pursuant to which the Arranger, in its capacity as portfolio manager for the Investors (as
such term is defined in the Debenture Purchase Agreement) (the “Investors”), purchased secured
convertible debentures of the Corporation in the aggregate principal amount of ten million Dollars
($10,000,000), guaranteed, jointly and severally, by Shoeme Technologies Limited, A12345 Holdings, Inc.,
Gerler and Son, In¢. and Shoes.com, Inc.

1.1 This opinion is being provided pursuant to section 3.8(d) of the Debenture (as defined
below). Capitalized terms used but otherwisc not defined in this opinion have the same meaning herein as
are ascribed thereto in the Debenture Purchase Agreement.

1.2 For the purpases of giving this opinion we have examined and reviewed executed copies
of the following documents:

(2) the Debenture in the aggregate principal amount of @ Dollars ($) (the “Debenture”) issued by the
Corporation in favour of & (the “Investor™); and

(b) the notice of conversion dated [ _] issued by the Investor to the Corporation pursuant to Section
4.1(c)(i) of the Debenture (the “Conversion Notice” and together wilh the Debenture, the
“Reviewed Documents™), :

2. LEGAL SYSTEM

2.1 The scope of our review is restricted to and this opinion is rendered solely with respect to
the laws of the Province of British Columbia (the “Jurisdiction™), and the federal laws of Canada having
application therein as of the date hereofl (collectively, “Applicable Laws™). The expression “BC Courts”
means the courts of the Province of British Columbia and the federal courts constituted in Canada, the
Jurisdiction of which extends to disputes arising in the Jurisdiction.

3. RELIANCE AND ASSUMPTIONS

3.1 In the examination and consideration of the documents (including the Reviewed
Documents) required to deliver this opinion, we have assumed the genuineness of all signatures thereto,
other than the signatures on behalf of the Corporation, the legal capacity of all individuals, the authenticity
of all documents submitted to us as originals, the conformity to authentic original documents of all
documents submitted to us as photostatted, telecopicd, conformed or certified copies and the truth,
accuracy, currency and completeness of any information provided to us by public officials or otherwise
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conveyed to us by public officials, inclunding, without limitation, the reliability of all scarch results obtained
by electronic transmission, of the indices and filing systems maintained by the public offices and registries
where we have searched, or enquired, or have caused searches or enquiries to be made,

32 We have assumed that each party to the Reviewed Documents (other than the Corporation)
() is a valid and subsisting corporation under its jurisdiction of incorporation, (b) has the necessary
capacity, power and authority to exccute, deliver and perform its obligations under the Reviewed
Documents, (¢) has taken all necessary corporate, statutory, regulatory and other action necessary to
authorize the execution, delivery and performance by it of the Reviewed Documents and (d) has duly
execuled and delivered the Reviewed Documents and that such delivery has been properly made under all
applicable laws.

33 We have assumed that the Reviewed Documents have not been delivered subject to any
condition or escrow which has not been satisficd.

34 We have assumed the Reviewed Documents are the legal, valid and binding obligations of
the parties thereto (other than the Corporation), enforceable against such parties in accordance with their
respective terms,

3.5 We have assumcd the identity and authority of any person acting or purporting to act in a
representative capacity (other than representatives of the Corporation) or as a public official.

3.6 For the purposes of this opinion, we have also exaniined such other records, certificates
and documents and have considered such questions of law and made such investigations and inquiries as
we have considered necessary or advisable for the purposes of this opinion, including the following:

(a) a Certificate of Good Standing for the Corporation dated e and issued by the Registrar of
Companies for British Columbia (the “Certificate of Good Standing™);

(b) an officer's certificate (the “Officer’s Certificate™) of the Corporation attached hereto as Schedule
“A” attaching thereto a copy of the resolutions of the Board of the Corporation;

(c) the form of certificates for the Cominon Shares issuable upon conversion of the Debenture;

(d) as to the Corporation’s status as a reporting issuer in the Province of British Columbia the
Corporation’s profile as of e on the System for Electronic Document Analysis and Retrieval
(SEDAR) maintained by the Canadian Securities Regulators and the list of reporting issuers in
default maintained by the British Columbia Securities Commission as of @ (the “Reporting Issuer
Documents”); [NTD: include any other jurisdictions where the Common Shares are listed]

(e) a certificate of @ dated e in respect of (he issued and outstanding share capital of the Corporation
(the “Transfer Agent Certificate™); and

63} [a letter providing conditional approval from the [Exchange] (the “{Exchange]”) dated e, pursuant
to which the [Exchanpe] has approved the listing of the Common Shares on the satisfaction of
certain conditions (the “Listing Conditions™) specified in that letter.]

3.7 We have assumed that any person involved in any of the trades referred to below that is in
the business of trading in securities or advising as to the investing in or buying or selling of securities, holds
themselves out as being in the business of so trading or so advising or acts as an underwriter or agent, is
duly registered as required under all Applicable Laws of any Governmental Authority relating to the
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distribution, issue, transfer, trading or purchase and sale in or of securities (collectively, “Applicable
Securities Laws™), and has complied with such laws or terms of registration.

3.8 In expressing the opinion in paragraph 4.1, we have relied exclusively upon the Certificate
of Good Standing.

3.9 In expressing the opinion in paragraph 4.2, we have relied exclusively upon the Transfer
Agent Certificate.
3.10 In expressing the opinions in patagraphs 4.6 and 4.7, we have assumed that the

representations and warranties of the Arranger in the Debenture Purchase Agreement are true and correct
as of the date hereof.

3l Whenever our opinion herein with respect to the existence or absence of any agresment or
other instrument or any judgment, writ, injunction, decree, order, award or ruling is qualified by the
expression “to our knowledge” or “of which we are aware” or words to like effect, it is based solely on the
actual knowledge of our current partners and associate lawyers directly involved in, and obtained during
the course of, representing the Corporation in connection with the matters contemplated by the Reviewed
Documents, without having made any special inquiries in this regard.

4. OPINION

Based upon and subject to the foregoing and subject to the qualifications hereinafter set
forth, we are of the opinion that:

4.1 The Corporation vaiidly exists as a company under the Business Corporations Act (British
Columbin) (the “Aect™), and is, with respect to the filing of annual reports, in pood standing with the Office
of the Registrar of Companies for the Jurisdiction.

42 Based on the Transfer Agent Certificate, the authorized capital of the Corporation consists
of an unlimited number of Common Shares of which & (#) Common Shares are issued and outstanding.

43 The Common Shares have been duly and validly ereated, authorized, reserved and allotted
for issuance and are validly issued as fully paid and non-assessable shares of the Corporation.

4.4 The Company is a “reporting issuer” under Applicable Securities Laws, and is not noted in
default by the British Columbia Securities Commission [NTD inelude any other jurisdictions where the
Common Shares are lsted].

4.5 [As of the date hereof, the [Exchange] has approved the listing on the Exchange of the
Commeon Shares, subject to satisfaction of the Listing Conditions.]

4.6 The issuance of the Common Shares by the Corporation to the Investor is exempt today
from the prospectus requirements of the Jurisdiction, and no other document is required to be filed, no
proceeding is required o be taken, and no approval, perinit, consent, order or authorization of any regulatory
authority of the Jurisdiction is required to be obtained under Applicable Securities Laws to permit the
issuance of the Common Shares by the Corporation.

4.7 The first trade of the Common Shares in the Jurisdiction will not be deemed to be a
distribution and will not be subject fo the prospectus requirements under Applicable Securitics Laws
provided that:
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the Corporation is and has been a reporting issuer in a jurisdiction in Canada for at least the four
months immediately preceding the first trade:

at least four months have elapsed from the “distribution date”, as that term is defined in National
Instrument 45-102 — Resale of Securities (“NI 45-102"), of the Debenture;

the certificate representing the Common Shares carries the legend, or an ownership statement
issued under a direct regisiration system or other electronic book-entry systeim acceptable to the

regulator, bearing 2 legend restriction notation, prescribed by section 2.5(2)(3)(i) of NT 45-102; and

at the time of such first trade:

(i} such first trade is not a “control distribution” as that term is defined in section 1.1 of NI
45-102;

(ii) no unusual effort is made to prepare the market or to create a demand for the Common
Shares,

(itfy  no extraordinary commission or consideration is paid to a person or company in respect of
stch trade, and

(iv)  if the Investor is an insider of the Corporation, the Investor has no reasonable grounds to
believe that the Corporation is in default of “securities legislation” (as that terin is defined
in National Instrument 14-101 ~ Definitions),

QUALIFICATIONS AND LIMITATIONS
The opinions expressed herein are subject to the following qualifications:

the effects of any applicable bankruptcy, winding up, liquidation, insolvency, fraudulent
preference, reorganization, moratorium or any other laws or judicial decisions of whatsoever nature
or kind affecting the enforcement of creditors' rights and remedies generally, including, without
limitation, the applicable provisions of the Bankruptey and Insolvency Act (Canada), Winding-Up
and Restructuring Act (Canada), Companies’ Creditors Arrangement Act (Canada) and Canada
Business Corporations Act, :

general principles of equity whieh may apply to any proceeding, whether in equity or at law,
including, without limitation;

(i) the powers of a court to stay proceedings before it and to stay the execution of judgments
and to relieve from the consequences of default;

{ii) the concepts of materiality, good faith and fair dealing;
(iii)  equitable remedies, such as specific performance and injunctive relief, may only be
available in the discretion of a court and accordingly may not be available as a remedy in

any particular cireumstance; and

(iv) principles limiting the availability of a remedy under a circumstance where the Investor
has elected another remedy;
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the ability to recover certain costs, fees and expenses in connection with litigation brought before
the BC Courts to enforce provisions of the Reviewed Documents is in the discretion of the BC
Courts and counsel fees are subject to taxation:

claims becoming barred under laws regarding limitation of actions;

determinations, calculations, demands, requests, instructions and acts made by the Tnvestor in the
exercise of a discretion given to it, may not be enforceable if made or performed unreasonably or
arbitrarily, and may not be treated as conclusive notwithstanding contrary provisions in any
Reviewed Document;

limitations upon the right of the Tnvestor to enforce an obligation on the basis of a default of a minor
or non-substantive nature or having insubstantial consequences to the Investor;

although we are unaware of any facts which would lead us to believe that a vitiating factor such as
mistake, inisrepresentation, duress or undue influence has occurred, the effect of such a vitiating
factor; and

in cxpressing the opinion in paragraph 4.7 with respect to the first trade of securitics, such opinion
is subject to the qualifications that;

(i) such trade is not a trade constituting a transaction or part of a series of transactions
involving a purchase and sale or repurchase and resale in the course of or incidental to a
distribution, as defined in the Applicable Securities Laws;

(ii} at the time of such trade, no orders, ruling or decision of any coutl, regulatory or
administrative body is in effect at any relevant time that restricts any trades in the securities
of the Corporation, that affects any person who engages in such trades or that has the effect
of preventing or restricting the applicable transaction; and

(iii)  such trade is not made by a person or company in a “special relationship” with the
Cotporation with knowledge of a “material fact” or “material change” which has not been
generally disclosed (as each such term is defined under Applicable Securities Laws).

REPLTANCE LIMITATION

This opinion is given solely for the benefit of the addressees hereof,, relates exclusively to

the transactions outlined above and may not be used, relied upon or distributed to any other person, other
than the Investor, or used in connection with any other transaction without our express prior written consent,
This opinion is given as of the date hereof and we disclaim any obligation or undertaking to advise you of
a change in law or fact affecting or bearing upon the opinions rendered herein occurring after the date hereof
which may come or be brought to our atfention.

Yours truly,
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Exhibit 3.8(c)

Form of Accession Deed

Reference is made to the Shareholders” Agreement dated as of July 7, 2014, among 1006903 B.C. Ltd. (the
“Company”) and the Shareholders party therelo, as amended, supplemented or otherwise modified (the
“Shareholders’ Agreement™).

This Accession Deed dated the day of is being executed and
delivered pursvant to Section 3.8 or r4.1, as applicable, of the secured convm tible debenture of the Company
dated December 12, 2014 in the plmmpal amount of $ and registered to

. Capitalized terms used but not otherwise defined herein have the meanings
ascribed to such terms in the Shm‘ehold ers’ Agreement,

The undersigned, a holder of Shares in the capital of the Company, hereby agrees to be bound by and benefit
from the terms and conditions of, and to become a party to, the Sharcholders® Agreement (a copy of which
is attached hereto) as a Shareholder, as if the undersigned had been a party to such Agreement as of the date
thereof and such terms and conditions will enure to the bencfit of and be binding upon the undersigned, its
successors and its permilled assigns. Notwithstanding the foregoing, the undersigned shall not be bound
by Article IX (Non-Competition) of the Shareholders® Agreement,

The undersigned hereby acknowledges (a) receipt of a complete copy of the Shareholders® Agreement and
(b) that the undersigned has read and undcrstands the provisions of the Shareholders® Agreement.

The undersigned acknowledges and confirms that, prior to executing this Accession Deed, the Company
requested the undersigned to obtain idependent legal advice with respect (o the undersigned’s rights and
obligations under the Sharcholders’ Agreement, The undersigned confirms and agrees that (a) the
undersigned has exceuted this Accession Deed on the undersigned’s own volition and without any duress
whatsoever from the Company, the other Shareholders or any other Person and (b) if the undersigned did
not obtain legal advice prior to executing this Accession Deed, the undersigned will not in any proceeding
relating to the enforcement of rights or obligations under the Shareholders’ Agreement raise that fact as a
defence or otherwise.

The undersigned’s contact particulars for the purposes of the records of the Company are as follows:

[Name]
[Address]

[Fax]
[E-matl]

IN WITNESS WHEREOF, the undersigned has executed this Accession Deed on the date first noted
above.

[{If a corporation:]
linsert name of aceeding shareholder]

Per;

Name:
Title:]
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{[If an individual:] }
Signed, Sealed and Delivered in the presence %
of:
}  [insert name of acceding shareholder)
Witness 3
Name: )
Address:]

Acknowledged and Agreed:

1006903 B.C. L'ED.

By:
Name:
Title:

ROGER HARDY CAPITAL CORPORATION INC,

By:
Name:
Title:

Date:
PELECANUS INVESTMENTS LTD.
By:

Name:
Title:

[Such other person as is a party to the Shareholders Agreement at the date of this Accession Deed

By:
Name:
Title:]
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SCHEDULE A
Prepayment Notice
1006903 B.C. Lid.
SECURED CONVERTIBLE DEBENTURES
PREPAYMENT NOTICE

To: Holders (the “Holders™) of the Secured Convertible Debentures (the “Debentures™) of 1006903 B.C.
Lid. (the “Issuer™)

Note: All capitalized terms used herein have the meaning ascribed thereto in the debenture purchase
agreement dated December 12, 2014 among the Issuer and Deans Knight Capital Management Ltd. unless
otherwise indicated. All references to § shall be to lawful money of Canada, unless otherwise indicated.

Notice is hercby given pursuant to Section 3.4 of each of the Debentures that the aggregate principal amount
of the Debentures outstanding will be prepaid on (the “Prepayment Date™), upon
payment of the Principal Suin and all accrued and unpaid Interest thereon to but excluding the Prepayment
Date (collectively, the “Total Prepayment Pricc™).

Aftached hereto is an Officers® Certificate certifying that the Current Market Price as at the Trading Day
ending three (3) Trading Days before the date of this Prepayment Notice was not less than one hundred and
scventy-five percent (173%) of the Conversion Price.

The Total Prepayment Price will be payable upon presentation and surrender of the Debentures to be prepaid
at

The Interest upon the Principal Smn shall cease to be payable from and after the Prepayment Date, unless
payment of the Total Prepayment Price shail not be mnade on presentation for surrender of such Debentures
at the above office on or after the Prepayment Date.

Pursuant to Section 3.4 of each of the Debenture, the Issuer hereby irrevocably elects to satisfy iis obligation
to pay the Principal Sum by issuing and delivering to the Holders that number of Common Shares obtained
by dividing the Principal Sum by the Conversion Price in effect at the close of business on the Business
Day immediately preceding the Prepayment Date, together with payment in cash of accrued and vnpaid
Interest, if any, up to the Prepayment Date,

Upon presentaﬁon and surrender of the Debentures for payment on the Prepayment Date, the Issuer shall,
on the Prepayment Date, make the delivery 1o the Arranger, for delivery to and on account of each of the

Holders, of certificates representing the Cotnmon Shares to which each of the Holders is entitled.

DATED:

1006903 B.C, Litd.

By
its:




This is EXHIBIT “B-3” referred to in the Affidavit of
DILLON CAMERON sworn before me at Vancouver

Affidavits within British Columbia
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“Unless permitied under securities legislation, the holder of this security must not trade the security before
the date that is 4 months and a day afier the later of (i} December 12, 2014, and (i} the date the Issuer
became q reporting issuer in any province or terrifory. :

The obligations of Gerler under this Debenture ave subordinated and postponed to the obligations of Gerler
to the holder of the Bank Debt pursuant to a Subordination, Postponement and Standstill Agreement to be
entered into between the Avranger, on behalf of the Holder, the holder of the Rank Debt and Gerler,”

1006903 B.C, L.TD,
(a British Columbia company)

Secured Convertible Debenture

1006903 B.C. LTD. (the “Issuer”} for value received hereby promises to pay to ROYTOR & CO ITF
120028850013 or such other Person or Persons who may at the time be the registeted holder heteof (the “Holder”) on June
30, 2017 (the “Maturity Date”), or such earlier date as the Principal Sum may become due subject to and in accordance
with the ferms, conditions and provisions of Schedule “A” hereto, on presentation and surrender of this Debenture, the
Principal Sum of five million and seven hundred and fifty thousand Dollars (Cdn. $5,750,000) in lawful money of Canada,
and in the meantime to pay interest on the Principal Sum outstanding hereunder in like cur ency at the Applicable Interest
Rate as and from the Issue Date until full and final payment and discharge hereof. Interest accruing due hereunder shall be
caleulated daily on the basis of a 365 or 366 day year (as the case may be) and shall be due and payable monthly in atrears
on the {ast Business Day of each calendar month, the first such payment to fall due on the last Business Day of the month
in which the Issue Date occurs. Any amount of interest not paid when due (including overdue and unpaid interest), and all
interest calculated after maturity, default, demand and judgment, shall bear interest at the aforesaid rate, be calculated daily
and compounded on the last Business Day of each calendar month (by adding such acerued and unpaid interest to the
Principal Sum, the total of which shall then bear interest at the aforesaid rate), and shall be paid without the necessity for
any demand being made. The theory of deemed reinvestment shall not apply to the caleulation of interest or the payment
of other amounts hiereunder,

This Debenture is issued upen the terms and conditions as are set out in Schedule “A* hereto, which terms,
conditions and provisions are aiiached hereto and are incorporated herein and form a part hereof, Unless the context
otherwise requires capitalized exprossions herein shall have the meanings provided for in Schedule “A™ hereto.

Payment of the Obligations under this Debenture are unconditionally guaranteed by the Guarantors as set
forth in Schedule “A” hereto.

IN WITNLESS WHEREOFR ihe Issuer and the Guarantors have executed this Debenture on
December 12 , 2014 (the *“Issue Date™).

By the Issuer: By the Guarantors:
1006903 B.C. (BXID. SHOEME TECHNOLOGIES LIMITED GERLER AND SON, INC,
mﬁ; — By:.

its: CgoO its: ' wind CEO its: Cpo

Al12345 HOLZSZ GS, INC, SHOES.COM, jC.

its:  CFe its: Cew
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SCHEDULE “A™»
TO SECURED CONVERTIBLE DEBENTURE OF 1006903 B.C. LTD.

The following terms and conditions are applicable to the secured convertible note of
1006903 B.C. Ltd,

ARTICLE 1
INTERPRETATION

1.1 Definitions
In this Debenture, unless there is something in the subject matter or context inconsistent; .
“90% Redemption Right” has the meaning provided for in Section 3.1(e);
“A12345” means A12345 Holdings, Inc., a Washington, USA corporation;
“Accession Deed” has the meaning provided for in Section 3.8(e);

_“Acquisition Agreement” mcans the stock purchase agreement dated the Issue Date among the Seller, as
seller, A12345, as purchaser, and the Issuer in respect of the purchase and sale of all of the issucd and
outstanding shares of capital stock of Shoes.com;

“Adjustment Period” means the period during which this Debenture is Qutstanding;

“Affiliate” ineans, with respect to any Person, another Person that directly, or indirectly through one or
more intermediarics, Controls or is Controiled by or is under common Control with the Person specified;

“Aggregate Market Capitalization” means, at any date, the amount equal to the product of the Current
Market Price as of the trading day immediately preceding such date and the number of Comumon Shares
outstanding on such date;

- “Applicable Interest Rate™ at any time means the Interest Rate at such time;

“Applicable Laws” means, with respect to any Person, property, transaction or event, any present or future:
(a) domestic or foreign statute, law (including common and civil law), treaty, code, ordinance, convention,
rule, regulation, restriction or by-law (zoning or otherwise); (b) judgment, order, writ, injunction, decision,
direction, determination, ruling, decree or award; (c) regulatory policy, practice, ruling, interpretation,
guideline or directive; or (d) any order, permit, approval, grant, license, consent, right, franchise, privilege,
certificale exemption, waiver, registration or other anthorization, binding on or affecting the Person,
property, transaction or event referred to in the coutext in which the term is used in each case whether or
not having the force of law;

“Applieable Securities Laws” means all Applicable Laws of any Governmental Authority relating to the
distribution, issue, transfer, trading or purchase and sale in or of securities, icluding the rules and
regulations of any stock exchange on which any of the sccuiilies of the Issuer are listed for trading or to
which the Issuer has made an application (which has not been withdrawn) for the listing of any of its
securities);

“Arranger” means Deans Knight Capital Management Ltd., a corporation governed by the Canada
Business Corporations Act;
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“Bank Debt” means Financial Indebtedness of Gerler at any time (a) in the aggregate principal amount of
up to five million US Dollars (US$5,000,000) under the Amended and Restated Credit Agreement dated as
of April I, 2014 between U.S. Bank National Association and Gerler; or (b) in the aggregate principal
amount of up to seven million and five hundred thousand US Dollars (US$7,500,000) under a credit
agreement to be entered into by Wells Fargo Bank, National Association and Gerler;

“Bank Intercreditor Agreement” means as the context requires, the U.S. Bank Intercreditor Agreements
or the Wells Fargo Intercreditor Agreement;

“BDC Loan” means Financial Indebtedness of SHOEMe in the aggregate principal amount of one hundred
twenty-five thousand Dollars ($125,000) to the Business Development Bank of Canada under a letter of
offer dated October 5, 2012;

“Board” has the meaning provided for in the definition of “Change of Control™;

“Board Observer Agreement” means the Board Observer Agreement in the form of Exhibit 6.4 of the
Debenture Purchase Agreement;

“Brown Shoe Intercreditor Agreement” means the Subordination, Postponement and Standstill
Agreement among the Arranger, the Seller, the Issuer and each of the Subsidiaries (except for Gerler) dated
the Issue Date, in the form of Exhibit 2.2(a)(ii)(B) of the Debenture Purchase Agreement;

“Business” means the business of the Issuer Bcing the sale and distribution of footwear to retail customers
through the facilities of the Internet;

“Business Day” means a day (other than a Saturday, Sunday or statutory holiday) on which banks are
generally open for business in the City of Vancouver, British Columbia;

“Canadian GAAP” mecans generally accepted accounting principles as may be described in the Canadian
Institute of Chartered Accountants Handbook, including the Canadian Accounting Standaids for Private
Enterprises to the extent applicable, and other principal sources recognized from time to time by the
Canadian Institute of Chartered Accountants;

“Change of Confroil” of the Issuer or any of its Subsidiaries, as applicable, imeans the occurrence of any
of the following events, other than (i) with the approval of the Arranger on behalf of the Holder, (if) in
connection with, and at the time of completion of, au Initial Public Offering, or (iii) in connection with the
Acquisition Agreement and the transactions contemplated thereby:

(a) any Person or group of Persons acting in concert acquires Voting Shares of the Issuer or any
Subsidiary of the Issuer or securities convertible into or exchangeable for Voting Shares of the
Issuer or any Subsidiary of the Issuer or the right to acquire Voting Shares of the Issuer or any
Subsidiary of the Issuer representing, after such acquisition and after giving effect to such
conversion or exchange or exereise of such right, more than fifty percent (50%) of the Voling
Shares of the Issuer or any Subsidiary of the [ssuer;

(b) (i) all or substantially all of the assets of the Issuer or any Subsidiary of the Issuer are sold or
otherwise transferred to any Person other than a wholly-owned Subsidiary of the Issuer or (ii) the
Issuer completes a Merger Transaction, in either case under this clause (b), in one transaction or a
series of related transactions which results in the occurrence of the circumstances referred to in
clause (a) above;
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(c) the Issuer shall adopt a plan of liquidation or dissolution or any such plan shall be approved by the
shareholders of the Issuer; or
{d) in any period of twelve (12) consecutive months, the individuals who are members of the board of

directors (the “Board”) of the Issuer or any Subsidiary of the Issuer at the beginning of such twelve
(12) month period cease for any reason to constitute at least a majority of the Board unless the
appointment or election of such individuals was approved by members of the Board of the 1ssuer
or such Subsidiary who were members of the Board of the Issuer or such Subsidiary at the
beginning of such period and any suceessor to any such director who was recommended or elected
or appointed to succeed any such director by the affirmative vote of the directors when that
affirmative vote includes the affirmative vote of at least a two-thirds (2/3) majority of the directors
then on the Board of the Issuer or such Subsidiary;

“Change of Control Notice” has the meaning provided for in Section 3.1(a);
“Change of Control Offer” has the meaning provided for in Section 3.1(a);
“Collateral” has the meaning given thereto in the Security Agreements;

“Collateral Ageney Agreement” means the Collateral Agency Agreement in the form of Exhibit
2.2(a)(ii)(A) of the Debenture Purchase Agreement;

“Commaon Shares” or “Shares” means, subject to Section 4.10(d), the shares of commeon stock in the
capital of the Issuer;

“Control” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management or policies of a Person, whether through the ability to exercise voting power, by contract or
otherwise and “Controlling” and “Controlied” have meanings correlative thereto;

“Conversion Date” in respect of the exercise by the Holder or the Tssuer of a Conversion Right, means the
date on which the Holder gives notice of the conversion of the whole or part of the Principal Sum pursuant
to Seetion 4.1(c) or the date on which the Issver gives notice to the Holder of the conversion of the whole
or any part of the Principal Sum pursuant to Section 4,1(d);

“Conversion Period” means the period during which the Holder or the Issuer may exercise the Conversion
Right pursuant to Section 4.1(a);

“Conversion Price” means, at any time, the price per Common Share at which the Principal Sum shall at
such time be convertible into Common Shares as adjusted in accordance with the provisions of Article 4
which shall initially be the Initial Conversion Price;

“Conversion Right” means the right of the Holder to convert or of the Issuer to force conversion, as the
case may be, of the whole or any portion of the Principal Sum into Shares at the Conversion Price pursuant
to Section 4.1(a);

“Corporate Reorganization” has the meaning provided in Section 4.10(d);

“Counsel” means a barrister or solicitor or firm of barristers or solicitors retained or employed by the Issuer
and acceptable to the Arranger on behalf of the FHolder, acting reasonably;
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“Current Market Price” means at any date of determination, the Weighted Average Price per Share for
the twenty (20) consecutive Trading Days (sixty (60) Trading Days in the case of the exercise of the Issuer's
Conversion Right) ending on the thivd (3™) Trading Day preceding the date of determination on the Toronto
Stock Exchange or, if on such date the Common Shares are not listed on the Toronto Stock Exchange, on
such stoek exchange upon which the Common Shares are listed and as selected by the Directors;

“DBRS” means DBRS Limited;

“Debenture” means this Debenture and “Debenturces” means secured convertible debentures of the Issuer
in the form of this Debenture in the aggregate principal amount of ten million Dollars ($10,0600,000);

“Debenture Guarantee’ means the guarantee of each Debenturc by the Guarantors pursuant to Article 10;

“Debenture Purchase Agreement” means the agreement dated the Issue Date between the Issuer and the
Arranger;

“Default” means any event or circumstance, which with the giving of notice or lapse of time, would
constitute an Event of Default;

“deliver” or any derivative thereof means, actual delivery to the other party or its professional advisors;

“Demand Note” means the demand proinissory note dated as of the date hereof issued by A12345 to the
Issuer in the aggregate principal amount of four million US Dollars (US3$4,000,000);

“Director” means a direcior of the Issuer and, unless otherwise specified herein, reference to action “by
the directors™ means action by the directors of the Issuer as a board or, whenever duly empowered, action
by any committee of such board;

“Disposition” or “Dispose’” means the sale, assignment, lease, conveyance, transfer or other disposition of
roperty of the Issucr, or any agreement to do any of the foregoing, other than a Permitted Disposition or

prop ; any ag Y 2 P

in respect of a Permitted Disposition;

“Distribution” means any of the following;

(a) the declaration or payment of any dividend or any other distribution on Equity Interests of the Issuer
or any payment made to the direct or indirect holders (in their capacities as such) of Equity Interests
of the Issuer, including any payment in connection with any Merger Transaction;

(b) the redemption of any Equity Interests of the Issuer or any Subsidiary of the Issuer, including, any
payment in connection with any Merger Transaction;

) any Investment other than & Permitted Investment;

{d) any payment of principal of or redemption prior to the scheduled matur i!:y or prior to any scheduled
repayment of principal or sinking fund payment, as the case may be, in respect of any Fmanclai
Indebtedness of the [ssuer except Permitted Financial Indebtedness;

(e) any payment on account of, or for the purpose of setting apart, any property for a sinking or other
analogous fund for: (i) the purchase, redemption, retirement or other acquisition of Equity Interest
in the Issuer; (ii) any principal of or interest or premnium on or of any amount in respect of a sinking
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or analogous [und or deleasance fund for any Indebtedness of the Issuer ranking in right of payment
subordinate to any liability of the Issuer under this Debenture; or

(f) any management, consulting or similar fee or any bonus payment or comparable payment, or by
way of gift or other gratuity, to any Affiiiate of the Issuer or to any director or officer thereof other
than as compensation for services rendered to the Issuer ot any of its Subsidiaries in the ordinary
course;

“Dollars” and the symbol “$* each means lawful money of Canada;

“Encumbrance” includes any assighment, mortgage, charge, pledge, lien, hypothec, -encumbrance,
security interest or insurance securing or in effect securing any obligation, conditional sale or title retention
agreement, contractual deposit, trust deposit, escrow arrangement or other preferential arrangement
whatsoever, howsoever created or arising, whether absolute or contingent, fixed or floating, legal or
equitable, perfected or not, and includes the rights of a lessor pursuant to an operating lease, capitalized
lease or sale leaseback arrangement, any right of set-off and any guarantees or indemnities;

“Environment” means soil, surface waters, groundwater, land, stream sediments, surface or subsurface
strata and ambient air;

“Environmental Claims” has the meaning provided in Section 7.2(b);

“Environmental Laws” means all Applicable Laws that address, are related to, or are otherwise concerned
with, the protection of the Environment, health or safety issucs (including occupational safety and health);

“Environmental Liabilities™ means any and afl indebtedness, liabilities and obligations for any Release,
any environmental dainage, any contamination or any other environmental problem caused or alleged to
have been caused to any Person, property or the environment as a result of any Release or the condition of
any property or asset, whether or not caused by a breach of Applicable Laws, including all indebtedness,
liabilities and obligations arising from or related to: (i) any surface, underground, air, groundwater, or
surface water contamination; (i) the abandonment or plugging of any well; (iii) restorations and
reclamations; (iv) the removal of or failure to remove any foundations, structures or equipment; (v) the
cleaning up or reclamation ol storage sites; (vi) any Release; (vii) violation of pollution standards; and (viii)
personal injury (including sickness, disease or death) and property damage arising from the foregoing;

“Equity Interests” of any Person mesns (i) any and all shares or other equity interests (including common
shares, preferred shares, partnership interests, trust interests, limited liability company interests and iimited
liability parinership interests) in such Person; and (ii) all rights to purchase, warrants or options, including
securities convertible into or exchangeable for, participations or other equivalents of or interests in
(however designated) such shares or other interests in such Person (whether or not currently exercisable,
exchangeable or convertible),

“Event of Default” means any event or circumstance specified in Section 6.1, which has not been waived
or cured or remedied;

“Excess Bid Consideration” has the meaning provided for in Section 4,10(f);
“Excess Distribution” has the meaning provided for in Scction 4.10(e);

“Expiration Time” has the meaning provided for in Section 4.10(f);
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“Financial Indebtedness™ of any Person at any date means, without duplication, all Indebtedness of such
Person: (i) for borrowed money (whether or not the recourse of the lender is to the whole of the assets of
such Person or only to a portion thereof); (ii) evidenced by bonds, debentures, Debentures ot other similar
instruments; (iif) in respect of financial letters of credit or other similar instruments (or recimbursement
obligations with respect thereto); (iv) to pay the deferred and unpaid purchase price of property or services;
(v} in respect of leases of such Person that are required to be shown as a liabitily on the financial statements
of such Person prepared in accordance with GAAP; (vi) secured by an Encuinbrance on any property of
such Person, whether or not such Indebtedness is assumed by such Person or the recourse of the holder of
such Indebtedness is limited to such property; (vii} under conditional sale or other title retention agreements
relating to assets purchased by such Person; (viii) in respect of redemption obligations with respect to any
shares of any other Person which are (I) redeemable, rctractable, payable or required to be purchased or
otherwise retired or extinguished, or convertible into debt of such Person (A) at a fixed or determinable
date, {B) at the option of any holder thereof, or (C) upon the occurrence of a condition not solely within the
control and disecretion of such Person; or (IT} convertible into any other shares described in (1) above; (ix)
to the extent not otherwise included in this definition, [Hedging Obligations of such Person; and (x) all
Guarantees of Indebtedness of the type referred to in any of the foregoing sub-clauses (i} to (ix) of another
Person. Notwithstanding the foregoing, the following shall not be considered Financial Indebtedness; (i)
garn-outs or similar profit sharing arrangements provided for in acquisition agreements which are
determined on the basis of future operating earnings or other similatr performance criteria (which are not
determinable at the time of acquisition) of the acquired assets or entitics; and (ii) accrued expenses, trade
payables, customer deposits or deferred income taxes arising in the ordinary coutse of business of such
Person. Any Indebtedness which is incurred at a discount to the principal amount at maturity thereof shail
be deemed to-have been incurred at the full principal amount at maturity thereof. For all purposes hereof,
the Financial Indebtedness of any Person shall include the Financial Indebtedness of any partnership or
joint venture (other than a joint venture that is itself a corporation or limited liability company) in which
such Person is a general partner or a joint venturer, unless such Indebtedness is expressly non-recourse to
such Person;

“GAAP” means Canadian GAAP and/or US GAAP, as the context requires;
“Gerler” means Gerler and Son, Ine,, a Washington, USA corporation;

“Governmental Authority” means any (i) multinational, federal, provincial, territorial, state, regional,
municipal, local or other government or any governmental or public departinent, (if) court, tribunal, arbitral
bady, statutory body, commission, board, bureau or agency, (iii) self-regulatory organization or authority,
including any stock exchange on which any securities of the Issuer are listed, (iv) subdivision, agent,
commission, board or authority of any of the forcgoing, or (v) quasi-governmental or private body
exercising any regulatory, expropriation or taxing authority under or for the account of any of the foregoing
and includes a Securities Regulatory Authority;

“Guarantee” means, as to any Person, any obligation, contingent or otherwise, of such Person guaranteeing
or having the economic effect of guaranteeing any Indebtedness payable or performable by another Person
(the “primary obligor”) in any manner, whether directly or indirectly, and including any obligation of such
Person, direct or indirect, (i) lo purchase or pay (or advance or supply funds for the purchase or payment
of) such Indebtedness, (ii) to putchase or lease property, securities or services for the purpose of assuring
the obligee in respect of such Indebtedness of the payment or perforimance of such Indebtedness, (iif) to
maintain working capital, equity capital or any other finaneial statement condition or liquidity or ievel of
income or cash flow of the primary obligor so as to enable the primary obligor to pay such Indebtedness,
or (iv) entered into for the purpose of assuring in any other manner the obligee in respect of such
Indebtedness of the payment or performance thereof or to protect such obligee against loss in respect thereof
(in whole or in part}. The amount of aiy Guarantee shall be deemed to be an amount equal to the stated or
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determinable amount of the related primary obligation, or portion thereof, in respect of which such
Guarantee is made or, if not stated or determinable, the maximum reasonably anticipated liability in respect
thereol as delcrmined by the guaranteeing Person in good faith. The term “Guarantce” as a verb has a
corresponding meaning;

“Guarantor” means each of SHOEme, A12345, Gerler and Shoes.com;

“Hazardous Substances” means any pollutant, contaminant, waste of any nature, hazardous substance,
hazardous material, toxic substance, dangcrous substance, dangerous good or other substance that is
prohibited, listed, defined, designated or classified as dangerous, hazardous, radioaetive, explosive or toxic
or a pollutant or a contaminant under or pursuant to any applicable Environmental Laws, and specifically
including petroleum and all derivatives thereof or synthetic substitutcs therefore and asbestos or asbestos-
containing materials or any subslance which is deemed under Environmental Laws to be deleterious to
natural resources or worker or public health and safety;

“Hedging Obligations” of any Person means the obligations of such Person pursvant to (i) any interest rate
swap agreement, interest rate collar agreement or other similar agreement or arrangement designed to
protect such Person against fluctuations in interest rates, (ii) agreements or arrangements designed to protect
such Person against fluciuations in foreign currency exchange rates in the conduct of its operations, or (i)
any forward contract, comunodity swap agreement, commodity option agreement or other similar agreement
or arrangement designed to protect such Person against fluctuations in commodity prices, in each casc
entered into in the ordinary course of business for bona fide hedging purposes and not for the purpose of
speculation;

. “Holdea” has the meaning provided for on the first page of this Debenture and its successors and permitted

assigns or the Person or Persons from {ime to time registered as the holder or holders of this Debenturs
pursuant to Section 8.1;

“including” means including, without limitation, and shal! not be construed to limit any general statement
which it follows to the specific or similar iteins or matters immediately following it, and “includes” shall
be construed in a like manner;

“incur” means, with respect to any Indebtedness, incur, create, issue, assume, puaraniee-or otherwise
become directly or indirectly liable, contingently or otherwise, with respect to such Indebtedness, and
“incurrence™ has a corresponding meaning; ‘

“Indebtedness” means all present and future obligations, indebtedness, liabilities, covenants, agreements
and undertakings of a Person howsoever arising, whether direct or indirect, absolute or contingent, matured
or not, extended or renewed, wheresoever and howsoever incurred, including all future advances and
re-advances, and whether the same is from time to time reduced and thereafter increased or entirely
extinguished and thereafter incurred again and whether such Person be bound alone or with others and
whethet as principal or surety, including all interest, fees, expenses, indemnities and costs;

“Initial Conversion Price” means a price per Common Share that is the lesser of: {i) ten Dollars ($10) or,
if, by January 31, 2015, the Issuer has completed an issuance of Equity Interests for gross proceeds of at
least five million Dollars (85,000,000), fourteen Dollars ($14); and (ii) the price that is at a thirty percent
{30%%) discount to the price per Common Share paid to the Issuer in the first issuance of Common Shares
by the Tssuer next following the Issue Date to a Person whose relationship with the Issuer is not non-arm’s
tength {*non-arm’s length™ for this purpose having the same meaning as such termn has under the Tax Act);
provided that the amounts set forth in this definition are subject to adjustment murtatis mutandis in the same
manner as the Conversion Price is adjusted pursuant to Section 4.10;
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- “Initial Public Offering” means the issue of Common Shares in connection with the Issuer becoming a

“reporting issuer” under Applicable Securities Laws and the listing of the Common Shares on a stock
exchange or a Merger Transaction where the resulting enfity is a “reporting issuer” under Applicable
Securities Laws;

“Intercompany Notes” means Financial Indebtedness of A12345 (i) in the aggregate principal amount of
ten miliion US Dollars (US$10,000,000) under a secured promissory note dated July 7, 2014 issued by
A12345 to the Issuer, as subsequently assigned to and assumed by SHOEme, as payee, pursuant to an
Assignment and Assumption Agreement dated November 26, 2014 among the Issuer, SHOEme and
A12345; (ii) in the aggregate principal amount of two million US Dollars (US$2,000,000) under a
promissory note dated the date hereof issued by A12345 to the Issuer; and (iii) under the Demand Note,
each as subordinated pursuant to the Brown Shoe Intercreditor Agreement,

“Interest” means interest at the Applicable Interest Rate calculated and payable pursuant to Article 2 on
the Prineipal Sum and any other amounts owing by the Issucr to the Holder under this Debenture;

. “Intercst Payment Date” means the iast day of each month for so Tong as this Debenture is outstanding,

and the Maturity Date, provided that in the event that all or any part of the Principal Sum is partially or
totally prepaid at any time other than on an Interest Payment Date, then the date upon which such partial or
total prepayment is made shall be an Interest Payment Date in respect of the ainount of such Principal Sum
so prepaid,

“Interesi Period” means:

(a) the period beginning on (and including) the Issue Date and cnding on (and including) the last day
of the mouth in which the Issue Date occurs; and

{b) thercafter, successive periods beginning on (but excludiﬁg) cach successive Interest Payment Date
and ending on (and including) the earlier of the next Interest Payment Date and the Maturity Date;

“Interest Rate” means: (i) a rate of ten per cent (10%) per annum; and (ii) while an Event of Default exists,
fifteen per cent (15%) per annumy,

“Investment” of any Person means: (i) all dircet or indirect investments by such Person in any other Person
in the form of loans, advanees or capilal coniributions or other credit extensions constituting Indebtedness
of such other Person, and any guarantee of Indebtedness of any other Person; (i) all purchases (or other
acquisitions for consideration) by such Person of Indebtedness, Equity Interests or other securities of any
other Person; and (iii) all other items that would be classified as investments on a balance sheet of such
Person prepared in accordance with GAAP;

“Issue Date” has the meaning set forth on the first page of this Dehenture;

“Issuer” has the meaning sct forth on the first page of this Debenture;

“Judgment Conversion Rate” has the meaning provided for in Section 7.4,

“Losses” has the meaning provided for in Section 7.2(a);

“Material Adverse Change” means any evenl, occurrence, development after the date hereof or state of

occurrence or state of circumstances or facts that exists at any timne on or after the date hereof that has or
had or would reasonably be expected to have a Material Adverse Effect,
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“Material Adverse Effect” means any event, occurrence, development or state of occurrénce or state of
circumstances or facts that has or had or would reasonably be expectled to have an effect that, individually
or when taken together with all other events, occurrences, developments or states of occurrence or states of
circumstances or fact is reasonably or would reasonably be expected to be: (i) material and adverse to the
business, condition (financial or otherwise), results of operations or assets or liabilities (actual or
contingent) of the Issuer and its Subsidiaries considered as a whole; (if) a material impaitment of the ability
of the Issuer or'any of its Subsidiarics to perform its obligations under any Transaction Document to which
it is a party; (ili) a material adverse effect upon the legality, validity, binding effect or enforceability against
the Issuer or any of its Subsidiaries of any Transaction Document to which it is a party; (iv) a material
adverse effect on the rights or remedies of the Holder in respect of this Debenture or of the Arranger nnder
the Debenture Purchase Agreement or in respect of the Security Agreeinents; or (v) a material adverse
effect on the value of the Collateral or the ability of the Arranger to exercise its remedies at the times and.
in the manner contemplated by the Security Agreements; provided, however, that the term Material Adverse
Effect shall exclude any effect described in sub-clause (i) above resulting from or arising in connection
with: {(A) any change in GAAP; (B) any change in the global, national or regional conditions (including the
outbreak of war or acts of terrorism) or in the national or global financial or capital markets, (C) any change
in the business in which the Issuer and its Subsidiaries operate, provided that for the purposes of (B) and
(C) such effect docs not primarily relate to (or have the effect primarily relating to) the Issuer and its
Subsidiaries or disproportionately adversely affects the Issuer and its Subsidiaries compared to other entities
operating in the businecss in which the Issuer operates, or (D) the Board Observer Agreement;

“Maturity Date” has the meaning provided for on the first page of this Debenture;

“Merger Transaction” means any transaction of inerger, amalgamation, consolidation, winding-up, plan
of arrangement, reorganization or reconstruction with any Person or any transaction by way of transfer,
liquidation, salc, lease, disposition or otherwise whereby all or substantially all of the Issuetr's or any
Subsidiary of the Issuer’s undertaking, property or assets would become the property of any other Person,
other than by or between wholly-owned Subsidiaries of the Issuer or the Issuer and such Subsidiaries, other
than in connection with, but not after the completion of, an Initial Public Offering,;

“Net Proceeds” means proceeds in cash, cheques or other cash equivalent financial instruments, as and
when received by the Person making a Disposition, net of: (i} the direct costs relating to such Disposition
excluding amounts payable to the Issuer or any Affiliate of the Issuer, (ii) sale, use or other transaction
taxes paid or payable as a result thereof including income taxes, and (iil) amounts required to be applied to
repay principal, interest and prepayment premiums and penalties on Financial Indebtedness secured by an
Encumbrance on the property which is the subject of such Disposition;

“Next Trading Day” has the meaning provided in Section 4.10(f);

“Obligations” means any and all Tndebtedness of the Issuer to the Holder under this Debenture;
“Obligor*” means each of the Issuer and each Guarantor;

“Offer Price” has the meaning provided in Section 3.1{a);

“Officers’ Certificate” means a certificate signed by any one of the following officers of the Issuer:
President and Chief Executive Officer, Chief Financial Officer, any Vice-President, Secretary or Treasurer;

“ordinary course of business” or “ordinary course” when used in relation to the taking of any action by
any Persoi means that the action is consistent in its nature, scope and magnitude with the past practices of
such Person and is taken in the ordinary course of the day to day operations of the business of such Person;
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“Outstanding” when used in relation to this Debenture has the meaning provided for in Section 1.6;

“Payment Account” means such account as the Holder may from time to time advise the Issuer in writing;

“Permitted Dispositions” means:

(a)

(b)
(c)

(d)

(€)

Dispositions of inventory, or worn-out, obsolete or other surplus equipment, all in the ordinary
course of business;

Dispositions, non-renewals and exchange properties in the ordinary course of business;

Dispositions which are made for fair market value and the mandatory repayment in the amount of
the Net Proceeds of such Disposition is made as required by Section 3.2;

Dispositions between wholly-owned Subsidiaries of the Issuer or between the Tssuer and such
Subsidiaries, and for greater certainty, includes the transfer by A12345 to the Tssuer of the
Shoes.com Domain Names, subject to the Security Interests in the Security Agreements; or

Dispositions with the consent of the Arranger on behalf of the Holder;

“Permitted Encumbrances” means:

(a)

(b)
(c)

(d)

Security Interests, upon or in any property acquired by the Issuer after the date hereof in the
ordinary course of business, created at the time of such purchase or within sixty (60) calendar days
thereatler to secure the purchase price of such property or to secure Financial Indebtedness incurred
solely for the purpose of financing the acquisition of such property and Security Interests existing
on such property at the time of its acquisition (other than any such Security Tnterest created in
contemplation of such acquisition), provided that no such Security Interest shall extend to any
property of the Issuer other than the property so acquired;

Encumbrances of the type referred to in Exhibit A attached hereto;

Encumbrances cxisting as of the date of the Debenture Purchase Agreement and securing each of
the Bank Debt with U.S. Bank National Association, the BDC Loan, the Vendor Take Back Loan,
the Intercompany Notes and the Subordinated Debt; and .

Encumbrances securing the Bank Debt with Wells Fargo Bank, National Association;

“Permitted Finanecial Indebtedness™ means any of the following:

(2)

(b)
(¢}

Finaneial Indebtedness incurred under each of the Bank Debt, the BDC Loan, the Vendor Take
Back Loan, the Intercompany Notes and the Subordinated Debt,

Financial Indebtedness represented by the Debentures; and

trade payables and accrued liabilities of the Issuer and its Subsidiaries incurred in the ordinary
course of business of the Tssuer and its Subsidiaries;

“Permitted Investment” of any Person meaus: (a) loans and advances to directors, employees and officers
of the Issuer for bona fide business purposes and to purchase Equily Interests of the Issuer not in excess of
one million Dollars ($1,000,000) at any one time outstanding; (b) cash and cash equivalents; (c) receivables
owing to such Person if created or aequired in the ordinary course of business and payable or dischargeahle
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in accordance with customary trade terms; provided, however, that such trade terms may include such
concessionary trade terms as such Person deems reasonable under the circumstances; (d) Investments in
securities of trade creditors or customers received pursuant to any plan of reorganization or similar
arrangement upon the bankruptcy or insolvency of such trade creditors or customers; (&) share, obligations
or securities received in setllement of debts created in the ordinary course of business and owing o such
Person or in satisfaction of judgiments; and () book based securities, negotiable instruments, Investments
or securities which evidence (i) short terin redeemable Investments (having a term to maturity of not more
than one year) issued or fully guaranteed by the Government of Canada or any Province of Canada with a
short term debt rating of “R-1 (mid)” or better by DBRS or “A 1+" hy S&P, (ii) demand deposits, term
deposits or certificates of deposit of banks listed in Schedule I of the Bank Act (Canada), which have a short
term debt rating of “R-1 (mid)” or better by DBRS or “A 1+ by S&P, (iii) commercial paper dircetly issued
by Schedule I Banks having, at the time of the investment therein, a short term debt rating of “R-1 (mnid)”
or better by DBRS or “A 1+” by S&P, (iv) call loans to and notes or bankers® acceptances isstied or accepted
by any depository institution described in (ii) above and (v) term deposits with an entity, the commercial
paper of which has a rating of “R-1 (mid”) or better by DBRS or “A 1+ by S&P;

“Person” means any individual, firm, partnership, company, corporation or other body ecorporate,
government, governmental body, agency, instrumentality, unincorporated body or association and the heirs,
cxceutors, administrators or other legal representatives of an individual;

“Prepayment Date” has the meaning provided in Section 3.4,
“Prepayment Notice” has the meaning provided in Section 3.4;

“Principal Sum” in respect of this Debenture means the amount set forth as the principal sum on the first
page of this Debenture or such lesser principal sum as is owing under this Debenture from time to time, and
in respect of all Debentures means the aggregate of such amounts in respect of all Debentures;

“Releasc™ has the meaning prescribed in any Environmental Law and includes any sudden, intermittent or
gradual release, spill, leak, pumping, addition, pouring, emission, emptying, discharge, migration, injection,
escape, leaching, disposal, dumping, deposit, spraying, burial, abandonment, incineration, seepage,
placement or introduection of a Harzardous Substance, whether accidental or intemtional, into the
environment; :

“S&P” means Standard & Poor’s Financial Services LLC;
“gecurities” has the meaning ascribed thereto in the Securities Act (British Columbia);

“Securities Regulatory Authorities” means the securities commissions or similar regulatory authorities in
each of the provinces and territories of Canada and any other applicable jurisdiction;

“Security Agreements” means the: (i) General Security Agreement of the Issuer; (i) General Security
Agreement of SIIOEme; (iii) Security Agreement of A12345; (iv) Security Agreement of Gerler; (v)
Intellectual Property Security Agreement of Gerler; (vi) Trademark Security Agreement of Gerler; (vii)
Security Agreement of Shoes.com; (viii) Intellectual Property Security Agreement of Shoes.com; and (ix)
Control Agreement of Shoes.com, each in substantially the respective forms set out in Exhibit 2.2(b)(if) of
the Debenture Purchase Agreement;

“Security Interest” means any assignment, mortgage, charge, pledge, lien, hypothec, encumbrance,
security interest or insurance securing or in effect securing any obligation, conditional sale or title retention
agreement, contractual deposit, trust deposit, escrow arrangement or other preferential arrangement
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whatsoever, howsoever created or arising, whether absolute or contingent, fixed or floating, legal or
equitable, perfected or not, and includes the rights of a lessor pursvant to an operating lease, capitalized
lease or sale-[leaseback arrangement, any right of set-off and any guarantees or indemnities;

“Seller” means Brown Shoe Investment Company, Inc.;

“Shareholders’ Agreement” means the Shareholders’ Agreement dated July 7, 2014 entered into among
the Issuer, Roger Hardy Capital Corporation Inc., Pelecanus Investments Ltd. and such other persons as
shall from time to time become bound pursuant to the provisions of Section 2.4 thereof, as amended,
supplemented or otherwise modified;

“SHOFme” means SHOEme Technologies Limited, a corporation governed by the Canada Business
Corporations Act;

“Shoes.com” means Shoes.com, Inc., a Delaware, USA corporation;

“Shoes.com Domain Names” means all right, title and interest in, to and under any domain name
registration or uniform resource locator or URL owned on the date hereof by Shoes.com, including without
limitation, Shhhoes.com, Shoes.com and Sssshoes.com, any trademarks and associated goodwill related to
any such domain name, social media accounts (i.e. Facebook, Twitter, Pinterest, Instagram, Google+ and
YouTube), and any accounts receivable, Accounts, Insttuments, General Intangibles and Payment
Intangibles and contract rights arising from or related to use of such domain name or uniform resource
locator or URL;

“Subordinated Debt” means Financial Indebtedness of A 12345 in the aggregate principal amount of seven
million and five hundred thousand US Dollars (US$7,500,000) to the Seller under the convertible
subordinated note dated the Issue Date bearing interest in accordance with the terms thereof and due on
December 12, 2019, or such eariier date pursuant to the terms of such convertible subordinated note, and
convertible into Common Shares at a conversion price of $21.50 per Common Share, subject to adjustment
as provided for in such convertible subordinated note, secured by the security intcrests provided in a

. guaraniee and security agreement dated the [ssue Date among the Scllet, the Issuer and each of the

Subsidiaries, which Financial Indebtedness is or will be subordinated to the Bank Debt and the Debentures
pursuant to the Bank Intercreditor Agreement and the Brown Shoe Intercreditor Agreement; -

“Subsidiary” or “subsidiary” means: (i) any corporation or company of which at least a majority of the
outstanding securities having by the terms thereof ordinary voting power to elect a majority of the board of
such corporation or company is at the time directly, indirectly or beneficially owned or under the Control
of the Issuer; (ii) any partnership of which, at the time, the Issuer directly, indirectly or beneficially owns
or controls at least a majority of the voting interests (however designated) thereof, or otherwise controls
such partnership; and (iii) any other Person of which at least a majority of the voting interests (however
designated) are at the time directly, indirectly or beneficially owned or controlled by the Issuer, and for
greater certainly, includes Shoes.com;

“Successor Issuer” has the meaning provided in Section 9.1;

“Tax” or “Taxes” means any federal, provincial, state, county, local, or foreign tax, charge, fee, levy,
impost, duty, or other assessment, including income, gross receipts, excise, employment, sales, use,
consumption, asset, transfer, recording, license, payroll, franchise, severance, docuinentary, stamp,
occupation, windfall profits, environmental, highway use, commercial rent, customs duty, capital stock,
paid-up capital, profits, withholding, waste water discharge, social security, social security contribution
quotas, housing fund contribution quotas, retirement fund contribution quotas, single business,
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unemployment, disability, real property, personal property, registration, ad valorem, value added,
alternative or add-on minimum, workplace safety insurance board premiums, employment insurance
premiums and deductions, pension plan deductions and contributions, employer health, goods and services,
estimated, or other tax or governmental fee of any kind whatsoever, imposed or required to be withheld by
any Governmental Authority, including any estimated payments relating thercto;

“Total Offer Price” has the meaning provided in Section 3.1(a);

“Trading Day” means, with respect to a stock exchange, a day on which such exchange is open for the
transaction of business;

“Transaction Documents” means the Debentures, the Debenture Purchase Agreement, the Collateral
Agency Agreement, the Brown Shoe Intercreditor Agreement, the Security Agreements, the Board
Observer Agreement and, anly after execution thereof, the Wells Fargo Intercreditor Agreement and the
1).S. Bank Intercreditor Agreements;

“U.S. Bank Intercreditor Agreements” means (a) (he Subordination, Postponement and Standstill
Agreement among 1.S. Bank National Association, the Arranger and Gerler (as horrower); and (b) the
Subordination, Postponement and Standstill Apreement among U.S. Bank National Association, the
Arranger, the Seller and Gerler (as borrower), each to be entered into after the Closing Date, in a form
mutually agreeable by the parties, each acting reasonably; '

“US GAAP” means United States generally accepted accounting principles as established under the
standards of the Financial Accounting Standards Board;

“Vendor Take Back Loan™ means Financial Indebtedness of the A12345 in the aggregate principal amount
of three million US Dollars (US$3,000,000) to Daniel Gerler under a secured converlible subordinated
promissory note dated July 8, 2014,

“Voting Shares” with respect to any Person, means securities of any class of shares of such Person entitling
the holders thereof (whether at all times or only so long as no senior class of share or other relevant equity
interest has voting power by reason of any contingency) to vote in the election of members of the board of
directors of such Person;

“Weighted Average Price” means with respect to a share, the aggregate sale price of all shares of a
particular class sold or traded on an exchange or market, as the case may be, divided by the total number
of shares of that class so sold or traded, during a stated period of time;

“Wells Fargo Intercreditor Agreement” means the Subordination, Postponement, Standstill and
Interereditor Agreement to be entered into after the Closing Date among Wells Fargo Bank, National
Association, the Arranger, the Seller and Gerler (as borrower), in a form mutually agreeable by the parties,
cach acting reasonably; and

“written consent of the Issuer” and “certificate of the Issuer” mean, respectively, a written consent and

certificate signed in the name of the Issuer's President and Chief Executive Officer, Chief Financial Officer,
any Yice-President, Secretary or Treasurer, and may consist of onre or more instruments so executed.

1.2 Headings, Etc.

The division of this Debenture into Articles and Sections and the insertion of headings are
for convenience of reference only and shall not affect the construction or interpretation of this Debenture.
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13 Monetary References

Unless otherwise provided, references to “Dollars” or “$” in this Debenture refer to lawful
currency of Canada and references to “US Dollars™ and “US$” in this Debenture refer to lawful currency
of the United States of America,

14 Consents and Approvals

It shall be a condition hercof that any consent or approval of the Holder required hereby
shall be obtained in writing prior to the event for which it is required and any such consent or approval may
be given or withheld by the Holder in the Holder's sole and unfeitered discretion.

1.5 Expanded Meanings

Unless the context requires otherwise, (a) the definitions of terms herein shall apply equally
to the singular and plural forins of the terms defined, (b) any pronoun shall include the cotresponding
masculine, feminine and neuter forms, (¢) any definition of or reference to any agreement, insttument or
other document shall be construed as referring to such agreement, instrument or other document as from
time to time amended, supplemented or otherwise modified (subject to any restrictions on such
amendments, supplements or modifications set forth herein or in any other Transaction Document) in
accordance with the terms hereof and thereof, (d) any reference herein to any Person shall be construed to
include such Person’s successors and permitted assigns, (¢) the words “herein”, “hereof” and “hereunder”,
and words of similar import, when used in any Transaction Document, shall be construed to refer to such
Transaction Document in its entirety and not to any patticular provision thereof, (f) all references in a
Transaction Document to Articles, Sections, Exhibits and Schedules shall be construed to refer to Articles
and Sections of, and Exhibiis and Schedules to, this Debenture or the other Transaction Document in which
such references appear, (g) any reference to any Applieable Laws shall include all statutory and regulatory
provisions consolidating, amending, replacing or interpreting such Applicable Laws and any reference to
any Applicable Laws shall, unless otherwise specified, refer to such Applicable Laws as amended, modified
or supplemented from time to time, (I} the words “asset” and “property” shall be construed to have the
same meaning and effect and to refer to any and all tangible and intangible assets and properties, including
cash, securities, accounts and contract rights, (i) the words “inctude”, “includes” and “including” shall be
deemed to be followed by the phrase *“without limitation”, (j) the word “will” shall be construed to have
the same meaning and effect as the word “shall”®, and (k) in the event that any day on or before which any
action is required to be taken hereunder is not a Business Day, then such action shall be required to be taken
on or before the requisitc time on the next succeeding day that is a Business Day.

L6 Interpretation of “Outstanding”
This Debenture shafl be deemed to be Outstanding until the later of the date on which:

{2) moneys for the payment of the Principal Sum, interest and all other amounts owing to the Holder
hereunder shall have been fully, finally and indefeasibly paid to the Flolder; and

(b) the Obligations shall have been duly performed as herein contemplated, or otherwise discharged to
the satisfaction of the Holder.

1.7 Generally Accepted Accounting Principles

All financial statements required to be furnished by the Issuer to the Holder hereunder shall
be prepared in accordance with GAAP. Each accouuting term used in this Debenture, unless otherwise
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defined herein, has the meaning assigned to it under GAAP, Reference to any balance sheet item, statement
of income and retained earnings item or statement of cash flows or changes in cash position item means
such item as computed from the applicable financial statement prepared in accordance with GAAP.

ARTICLE 2
INTEREST PAYMENTS AND PAYMENTS

21 Interest on Principal Sum

The Issuer shall pay intctest to the Holder on the Principal Sum at a per annum rate of
interest equal to the Interest Rate. Such Interest shall accrue as and from the Issue Date and shall be payable
in arrears on each Interest Payment Date for the Interest Period which includes such Interest Payment Date,
and shall be calculated on a daily basis and on the basis of the actual number of days elapsed in a year of
365 or 366 days, as applicable. ‘

2.2 Payment of Interest

The Issuer shall pay Interest, on each Interest Payment Date by causing to be deposited an
amount equal to Interest accrued and unpaid to and including such Interest Payment Date in immediately
available funds to the Payment Account.

2.3 Calculation and Payment of Overdue Interest

The Issuer shall pay Interest on all overdue payments in connection with this Debenture
from the date any such payment becomes due or if no date for the payment of the same is expressly provided
for herein, when payment of the same is demanded by the Holder and for so long as such amount remains
overdue. Amounts of Interest not paid when due (including overdue and unpaid Interest), and all Interest
calculated after maturity, default, demand or judgment, shall bear interest at the Applicable Interest Rate
from time to time, to be calculated daily and compounded on the Interest Payment Date that such interest
was to be paid (by adding such accrued and unpaid interest to the Principal Sum, the total of which shall
then bear interest at the aforesaid ratc), and shall be paid without the necessity for any demand being made,

2.4 Waiver

To the extent permitted by Applicable Laws, any provision of the Cowrt Order Interest Act
(British Columbia) and the Inferest Act (Canada), which restricts the rate of interest on any judgment debt,
shall be inapplicable to this Debenturc and is hereby waived by the Issuer,

2.5 Interest Generally

The theory of deemed reinvestment shall not apply to the ealeulation of Interest or payment
of fees or other amounts hereunder, notwithstanding anything contained in this Debenture, and all Interest
and fees payable by the Issuer to the Holder shall accrue from day to day and be computed as described
herein in accordance with the “nominal rate” method of interest calculation,

2.6 Limitation on Interest Payments

None of the terms and provisions hereof will be construed or interpreted to require the
Issuer to pay, nor shall the Issuer be required to pay, for the use, forbearance or detention of money in
excess of the maximum amount of Interest permitted to be contracted for, charged, or received by
Applicable Laws [rom time to timc in effect, The Issuer shall never be liable for or be required to pay any
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amount for Interest in excess of the maximum amount that may be lawfully contracted for, charged, or
received under Applicable Laws from time to time in effect, and the provisions of this Section 2.6 shall
control over all other provisions hereof which may be in conflict or apparent conflict herewith. If (a) the
maturity of any Obligation is accelerated for any reason, (b) any Obligation is prepaid and as a result any
amounts held to constitute interest under Applicable Laws are determined to be in excess of the legal
maximum, or (c) the Holder shall otherwise collect moneys which are determined to constitute interest
which would otherwise incrcasc the interest on any or all of the Obligations to an amount in excess of that
permitted to be charged by Applicable Laws then in effect, then all sums determined to constitute interest
in excess of such legal limit shall, without penalty, be promptly applied to reduce the then outstanding
Principal Sum or, at the option of the Holder, promptly returned to the Issuer or the other payor thereof
upon such determination, In determining whether or not the interest paid or payable, under any specific
circumstance, exceeds the maximum amount permitted under Applicable Laws, the Holder shall to the
greatest extent permitted under Applicable Laws (i) characterize any non-principal payment as an expense,
fee or premium rather than as interest, (if) exclude voluntary prepayments and the effects thereof, and (iii)
amortize, prorate, allocate, and spread the total amount of interest throughout the entire contemplated tertn
of the instruments evidencing the Obligations in accordance with the amounts outstanding from time to
time thereunder and the maximum legal rate of interest from time to time in effect under Applicable Laws
in order to lawfully contract for, charge, or receive the maximum amount of interest permitted under
Applicable Laws.

2.7 Time, Place and Currency of Payment

Payments of the Principal Sum and Interest and all other amounts payable by the Issuer
pursuaunt to this Debenture shall be paid in Canadian Dollars for value at or before 2:00 pan. (Vancouver,
B.C. time) on the day such amount is due. If any such day is not & Business Day, such amount shall be
deemed for all purposes of this Debenture to be due on the immediately preceding Business Day. All
payments shall be made to the Payment Account.

2.8 Security for Obligations
The Issuer acknowledges that the Obligations are secured by the Security Agreements.
2.9 | Payments Pro Rata

‘The Tssuer shall not make any payment of the Principal Sum or Inlerest on this Debenture
(including by the issuance of Common Shares pursuant to Section 3.7) or purchase ihis Debenture in whole
or in part unless the Issuer pays an amount on, or issues Common Shares, or purchases, all other Debentures
in the same proportion to the Principal Sun of each other Debenture as the payment made on or the number
.of Common Shares issued or, purchase price paid of, this Debenture bears to the Principal Sum, and any
payment or issue of Common Shares to or received by the Holder in excess of the amount or number
provided for in this Section 2.9 shall be received by and held by the Holder in trust for the Persons who are
the holders of the other Debenturcs and shall be paid or delivered over to the Issuer or a Person representing
the Issuer for payment or delivery to such Persons in proportion to the Principal Sums of the Debentures
lield by such Persons.

2.10 Repayment at the Maturity Date

The Issucr shall repay the Principal Sum in full, together with all accrued and unpaid
Interest then outstanding hereunder, as well as any and all other Obligations, on the Maturity Date.
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ARTICLE 3
PURCHASE AND REPAYMENT BY THE ISSUER
Offer to Purchase on Change of Control

Upon the occurrence of a Change of Control, and subject to the provisions and conditions

of this Section 3.1, the Issuer shall be obligated to offer to purchase this Debenture and all other Debentures.
The terms and conditions of such obligation are set forth below:

(2)

(b)

(c)

(d)

(e)

Within thirty (30) calendar days following the occurrence of a Change of Control, the Issuer shall
deliver to the Holder at the address set forth in Section 11.4 a notice stating that there has been a
Change of Control and specifying the circumstances surrounding such event (a “Change of
Control Notice”) together with an offer in writing (the “Change of Control Offer”) to purchase
this Debenture made in accordance with the requirements of Applicable Securitics Laws (provided
that, for greater certainly, the Issuer shall use the Issuer's cominercially reasonable efforts to obtain
all requisite regitlatory consents and to comply with Applicable Securities Laws in connection with
the receiving and completion of such Change of Control Offer) at a price equal to one hundred and
one percent (101%) of the Principal Sum outstanding at the time of the Change of Contro} (the
“Offer Price”) plus accrued and unpaid Interest on this Debeniure up to, but excluding, the date of
payment of the Offer Price to the Holder (collectively, the “Taotal Offer Price™), which Change of
Control Offer must be open for not less than twenty (20) calendar days (or such lesser period as
may be agreed to by the Arranger on behalf of the Iolder).

If the Holder or the Arranger on behalf of the Holder has accepted the Change of Control Offer,
this Debenture shall become due and payable at the Total Offer Price on the fifth (5*) Business
Day following the date of expiry of the Change of Control Offer, in the same manner and with the
same offect as if it were the Maturity Date specified in this Debenture, anything therein or herein
to the contrary notwithstanding, and from and after such date of cxpiry of the Change of Control
Offer, if the Issuer has paid or caused to be paid to the Holder the Total Offer Price on the fifth (5%
Business Day following the date of expiry of the Change of Control Offer, this Debenture shall be
deemed purchased and cancelled and the Issuer shall have no further obligations in relation thereto.

If the Holder has accepted the Change of Control Offer, but the Holder shall fail on or before the
date of expiry of the Change of Control Offer to surrender this Debenture or shall not within such
time accept the full payment of the Total Offer Price, or give a receipt therefor, if any, money in an
amount equal to the Total Offer Price may be set aside in trust in an account at a Canadian chartered
bank listed in Schedule I to the Bank Act (Canada), and such setting aside shall for all purposes be
deemed a payment to the Holder of the surn so set aside and the Holder shall have no other right
except to receive payment of the moneys so paid and deposited, upon surrender and delivery up of
this Debenture. :

The Issuer's obligation to make a Change of Control Offer will be satisfied if a third party makes
the Change of Control Offer in the manner and at the times and otherwise in compliance with the
requirements applicable to a Change of Control Offer to be made by the Issuer and purchases the
Debenture for the Total Offer Price under the Change of Control Offer.

If holders of ninety percent (90%) or more in aggregate Principal Sum of Debentures outstanding
on the date the [ssucr provides the Change of Control Notice and Change of Confrol Offer have
accepted the Offer on the expiration thereof, the Issuer has the right and obligation upon written
notice to the remaining Holders within ten (10) Business Days following the expiration of the
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Change of Control Offer, to repay and shall repay the remaining outstanding Debentures on the
expiration of the Offer at the Total Offer Price (the “90% Redemption Right™),

'ty The notice to each holder of Debentures that did not previously accept the Offer will state that:

() the Issuer has exercised the 90% Redemption Right and is repaying the Principal Sum of
all Debentures effective on the expiry of the Change of Control Offer at the Total Offer
Price, and shall include a caleulation of the amount and type of consideration payable to
such holders as payment of the Total Offer Price;

(ii) each such holder must surrender their Debentures to the Tssucr on the same terms as those
holders that accepted the Change of Control Offer within ten (10) calendar days after the
sending of such notice; and

(ifliy  the rights of such holder under the terms of this Debenture shall cease effective as of the
date of expiry of the Change of Control Offer provided the Issuer pays the Total Offer Price
to, or to the order of, the such holder and thereafter the Debentures shall not be considered
to be Outstanding and such holder shall not have any right except to receive such holder’s
Total Offer Price upon surrender and delivery of this Debenture,

(£ If the Holder accepts the Change of Control Offer or if the Issuer exercises the 90% Redemption
Right, the Principal Sum and any unpaid Interest thereon becomes duc and payable at the Total
Offer Price on the date of expiry of the Change of Control Ofler, in the same manner and with the
same effect as if it were the Maturity Date, anything therein or herein to the contrary
notwithstanding, and from and after such date of expiry of the Change of Control Offer, if the
maneys ta pay the Total Offer Price shall have been paid this Debenture shall not be considered as
outstanding and interest upon the Principal Sum of this Debenture shall ccase.

(h) If this Debenture is purchased under this Section 3.1, it shall be cancelled and no debenture shall
be issued in substitution therefor.

3.2 Dispositions

If the Issucr or any of its Subsidiaries at any time, or from time to titme, makes or agrees to
make a Disposition, then (a) the Issuer shall promptly notify the Holder by written notice to the address set
forth in Section 11.4 of such proposed Disposition (including the amount of the estimated Net Proceeds to
be received by the Issuer in respect thereof) and (b) promptly upon receipt by the Issuer of the Net Proceeds
of such Disposition, the Issuer shall deliver, or cause to be delivered, such excess Net Proceeds tothe Holder
and the holders of the other Debentures (each in the proportion of the Net Proceeds as determined pursuant
to Section 2.9); the whole be applied by the Holder in payment; (i) firstly towards Interest accrued and
unpaid to the date of receipt of such funds by the Holder and then (ii} as a repayment of the Principal Sum
of this Debenture.

3.3 Prepayment
The Principal Sum shall not be prepayable by tlie Tssuer at any time before the Maturity
Date, except in the event of the satisfaction of certain conditions after a Change of Control has occurred in

accordance with Section 3.1 or to the extent permitted pursuant to this Section 3.3,

Subject to Sections 2,9 and 3.8, the Principal Sum may be repayable prior to the Maturity
Date at any tine, in whole but not in part, at the option of the Issuct, upon payment of the Principal Sum,
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together with accrued and unpaid Interest thereon to but excluding the Prepayment Date, (a) in cash or (b)
in Common Shares al the Conversion Price in effect at the close of business on the Business Day
immediately preceding the Prepayment Date.

34 Prepayment Notice and Officers’ Certificate

Notice of intention to prepay the Principal Sum (a “Prepayment Notice™) prior to the
Maturity Date shall be given by or on behalf of the Issuer to the Holder at the address set forth in Section
11.4 not more than ninety (90) calendar days and not less than sixty (60) calendar days prior to the date to
be fixed for prepayment (a “Prepayment Date™), in the mamer provided in this Section 3.4, The
Prepayment Notice shall be substantially in the form set out in Schedule “A” hereto. Every Prepayment
Notice shall specify: (a) the Prepayment Date; (b) whether the amount to be prepaid will be paid in cash or
in Common Shares in accordance with Scction 3.7; and (c) that all Interest on the Principal Sum shall cease
as of and after such Prepayment Date and the right to convert the Principal Sum into Common Shares will
terminate and expire at the close of business on the Business Day immediately prior to the Prepayment
Date, unless the Issuer shall mmake default in the payment of Principal Suin and Interest acerued thereon on
the Prepayment Date, and shall have attached thereto an Officers® Certificate certifying that the Current
Market Price as at the Trading Day ending three (3) Trading Days before the datc of the Prepayment Notice
was not less than one hundred and seventy-five percent (175%) of the Conversion Price.

3.5 Principal Sum Due on Prepayment Dates

Upon the provision of a Prepayment Notice, the Principal Sum shall thereupon be and
become due and payable on the Prepayment Date in the same manner and with the satne effect as if it were
the Maturity Date, anything therein or herein to the conirary notwithstanding, and from and after the
Prepayment Date, if the moneys necessary to prepay the Principal Sum have been paid, the Principal Sum
shall not be considered as Outstanding hereunder and Interest upon the Principal Sum shall cease, '

3.6 Surrender of Debentures for Cancellation

If the Principal Sum is to be repaid before the Maturity Date, the Holder must surrender
this Debenture for canccllation and the Issuer shail pay or cause to be paid the Principal Sum and Interest
accrued and unpaid thereon and upon such surrender and payment this Debenture shall be cancelled by the
Tssuer and no debenture shall be issued in substitution therefor,

37 Optional Conversion at Maturity

Subject to Sections 2.9 and 3.8, the Issuer, at its option, may elect to satisfy all of its
obligations to pay the outstanding Principal Sum on the Maturity Date by issuing and delivering fo the
Holder on or prior to 8:30 a.n. (Vancouver, BC time) on the Maturity Date: (a) that number of fully paid,
non-assessable Comnmon Shares obtained by dividing the Principal Sum by eighty-five percent (85%) of
the lesser of: (i) the Current Market Price of the Common Shares on the third (3°) Trading Day immediately
preceding the Maturity Date; and (i) the closing price of the Common Shares on The Toronto Stock
Exchange or such other stock exchange in the United States selected in good faith by the directors on such
third (3*) Trading Day preceding the Maturity Date and (b) with payment in cash of any accrued and
unpaid Interest, provided that the Issuer has provided (x) written notice to Holder not more than sixty (60)
calendar days and not less than forty (40) calendar days prior to the Maturity Date of its intention to repay
the Principal Sum by issuing and delivering Common Shares in accordance with this Section 3.7 and (y) an
Officers’ Certificate attesting to such Current Market Price in the case of (i) above.
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318 Conditions to Prepayment or Optional Conversion

The Issuer shall not repay the Principal Sum at any time (in cash or by means of issuing
Common Shares) pursuant to Section 3.3 or convert the Principal Sum into Common Shares at Maturity
pursuant to Section 3.7, unless:

(a) no Default has occurred and is continuing and the Issuer has delivered an Officers’ Certificate to
such effect to the Holder;

(b the Common Shares are listed on either The Totonto Stock Exchange, any stock exchange in United
States or any other stock exchange approved by the Arranger on behalf of the Holder;

(c) all approvals under Applicable Sccurities Law in connection with the issmance of any such
Common Shates have been obtained, if required, at the Issuer’s expense that allow such Common
Shares (o be immediately traded free of hold periods or other re-sale restrictions under the
Applicable Securities Laws where the Common Shates are distributed;

(d) the IHolder shall have received an opinion from Counsel in the form attached hereto as Exhibit
3.8(d), at the Issuer’s expense, that the condition specified in Section 3.8{c) has been satisfied; and

{(e) it the Holder has been approved to enter into the Shareholders’ Agreement with the prior written
consent of the Tssuer, which consent not to be unreasonably withheld, the Holder has entered into
the Accession Deed to the Shareholders’ Agreement (the “Accession Deed”), which shall be
acknowledped and agreed to by the Tssuer and the Shareholders (as defined in the Shareholders’
Agreement), substantially in the form attached hereto as Exhibit 3.8(¢) in connection with the
proposed issuance and delivery of such Common Shares.

3.9 Issuer to pay Costs

All costs and expenses associated with the issuance and delivery of Common Shares
pursuant to Sections 3.7 or 4.1(a)(ii) shall be borne exclusively by the Issuer.

3,10 No Other Prepayment of Debentures
The Issuer shall not, exeept as herein provided, prepay the Principal Sum or any part
thereof.
311 Purchasc by the Issuer
(a) Subject to Section 2.9, the Issuer may, at any time and from timme to time, at the Jssuer's option,
purchase this Debenture for cancellation by tender or by private contract, at any price agreed to by
the Holder.
L)) The Issuer may not purchase this Debenture by private contract if a Default has occurred and is
continning.
ARTICLE 4
CONVERSION OF DEBENTURE BY HOLDER
4,1 Conversion Right

(a) Upon and subject to the terms and conditions of this Article 4:
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the Holder shall have the right, at the Holder's option, at any time and from time to time
prior to 4:30 p.m. (Vancouver, BC time) on the last Business Day prior to the Maturity
Date, to convert the Principal Sum, in whole or in whole multiples of one thousand Dollars
($1,000), inte fully paid and non-assessable Common Shares at the Conversion Price in
cffect on the Conversion Date; and

subject to Section 3.8, provided the Current Market Pricc at the Prepayment Nolice Date
is at least one hundred and seventy-five percent (175%) of the Conversion Price then in
effect, the Tssuer shall have the right to require the conversion of the Principal Sum, it
whole, into fully paid and non-assessable Common Shares at the Conversion Price in effect
on the Business Day immediately preceding the Prepayment Date.

The Conversion Right shall entitle the Holder to receive (i) Common Shares; and (ii) payment of
all accrued and unpaid Interest to and including the Conversion Date on the Principal Sum so-
converted and any other amount then payable by the Issuer to the Holder under this Debenture up
to and including the Conversion Date.

The Holder may exercise the Conversion Right by surrendering to the Issuer during the Conversion
Period this Debenture with:

(1)

(i)

a duly completed and executed exercise notice, specifying the following:

(A)  the Principal Swin in respect of which the Conversion Right is being exerciscd by
the Holder;

B) the address where the new Debenture, if any, representing the unconverted portion
of this Debenturc is to be sent; and

© the numnber of Common Shares of which the Flolder and its Affiliates are currently
the beneficial owner; and

if the Iolder has been approved to enter into the Shareholders® Agreement with the prior
written consent of the Issuer, which consent not to be unreasonably withheld, a duly
compieted and executed Accession Deed, provided that upon the Holder providing the
Issuer with such Accession Deed, the Issuer and the Shareholders (as defined in the
Shareholders’ Agreement) will execute and deliver an exccuted counterpart of such
Accession Deed to the Holder.

The Issuer may exercise the Conversion Right by delivering a notice to the Holder specifying the
following;

(D

(it)

the Principal Sum in respect of which the Conversion Right is being exercised by the Issuer;
and .

the number of Common Shares which the Holder will acquire as a result of the exercise of
the Coonversion Right by the Issuer (being not more than those which the Holder is entitled
to acquire.
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4.2 LEffect of Exereise of Conversion Right
(a) Upon the exercise of the Conversion Right pursuant to Section 4.1, the Shares subscribed for shall

be deemed to have been issued on the Conversion Date and the Holder shall be deemed to have
become the Holder of record of such Shares on the Conversion Date unless the transfer registers of
the Issuer shall be closed on such date (including by application of any Applicable Laws), in which
case the Shares subscribed for shall be deemed to have been issued and the Holder deemed to have
becoine the holder of record of such Shares, on the date on which such transfer registers are first
reopened,

(b) Within five (5) Business Days after the Conversion Date, the Issuer shall cause io be delivered to
the Holder, a share certificate for the appropriate number of Shares to be issued by the Issuer upon
the exercise of such Conversion Right together with payment of all accrued and unpaid Diterest to
and inciuding the Conversion Date on the Principal Sum so converted and any other amount then
pavable by the Issuer to the Holder under this Debenture up to and including the Conversion Date;
provided that the Holder simultaneously surrenders this Debenture for cancellation, in whole or in
patt, as applicable.

4.3 Partial Exercise of Conversion Right; Fractions

(a) The Holder may elect to convert, and the Issuer may elect to require the conversion of, less than
the whole Principal Sum (in whole multiples of one thousand Dollars ($1,000)), in which casc the
Holder upon such exercise shall, in addition, be entitled to receive, without charge therefor, a now
Debenture in respect of the balance of the Principal Sum which is not converted.

(b) Notwithstanding anything herein contained including any adjustment provided for in Section 4.10,
the Issuer shall not be required, upon the exercise of the Conversion Right, to issue fractions of
Shares or to distribute certificates which evidence fiactional Shares. In licu of fractional Shares,
the Issuer shall pay to the Holder within five (5) Business Days after the date upon which the
fractional Shares would otherwise have heen deemed to have been issued pursuant to Section 4.2,
anl amount in Canadian Dollars equal to the Current Market Price of the Shares on such date
multiplied by an amount equai to the fractional interest of Shares the Holder would otherwise have
been entitled to receive upon such exereise, provided that the Issuer shail not be required to make
any payment, calculated as aforesaid, that is lcss than five Dollars ($5.00).

4.4 Cancellation and Destruction of Debenture

Any portion of this Debenturc converled under this Article 4 shall forthwith be cancelled
by the Tssuer and no debenture shall be issued in substitution for the portion so cancelled.

4.5 Expiration of Conversion Right

Immediately after the Maturity Date, the Conversion Right shall ceasc and terminate with
respect to atty amount of the Principal Sum which has not been converted except to the extent that the
Hotder has not received certilicates representing the Shares issued upon exercise of the Conversion Right,
in which instance the Holder's rights hereunder shall continue until the Holder has received such certificates.

4.6 Listing of Common Shares

Upon the Issuer making application to list or post the Common Shares for trading on any
stock exchange, the Issuer will include in such application the listing of the Common Shares to be issued
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upon the conversion of the whole of the Principal Sum into Common Shares, and will use reasonable
commercial cfforts to obtain the approval or acceptance of such application, and pay all fees payable to
such stock exchange in respect of the listing or posting for trading of such Common Shares.

4.7 Securities Restrictions

Notwithstanding anything herein contained, Shares will only be issued pursuant to the
Conversion Right in compliance with Applicable Securities Laws, and without limiting the generality of
the foregoing, the certificates representing the Shares to be issued upon the exercise of the Conversion Right
will bear such legend as may, in the opinion of Counsel to the Issuer, be required under Applicable
Securities Laws, provided that if, at any time, such legends are no longer necessary in order to avoid a
violation of any such laws, and the holder of any such legended certificates provides the Issuer with an
opinion of counsel satisfactory in form and substance to the Issuer to the effect that such holder is entitied
to sell or otherwise transfer such Shares in a transaction in which such legends are not required, such
legended certificates may thercafier be surrendered to the Issuer in exchange for certificates which do not
bear such legend,

4,8 Holder not a Shareholder

Nothing in this Debenture shall, in itself, confer or be construed as conferring upon the
Holder any right or interest whatsoever as a shareholder of the Issuer, including, but not imited to, the right
to vote at, to receive notice of, or to attend, meetings of shareholders or any other proceedings of the Issucr,
or the right to receive dividends and other disiributions from the Issuer in respect of Shares,

4.9 Charges for Exchangc or Transfer

The Issuer will from time to time promptiy pay or make provision satisfactory to the FHolder
for the payment of any and all Taxes which may be imposed by Applicable Law with respect to the issuance
or delivery of the Shares to the Holder, upon the exercise of the Conversion Right.

4,10 Adjustment of Conversion Price

The Conversion Price in effect at any date shall be subject to adjustment from time to time
as follows:

{a) if and whenever at any time during the Adjustment Period, the Tssuer shall:

(i) subdivide, re-divide or change the Issuer's outstanding Commmon Shares into a greater
nuinber of shares;

(ii) reduce, combine or consolidate the Issuer's oulstanding Common Shares into a sialler
number of shares; or

(iif)y  distribute Common Shares by way of dividend, or issue Common Shares or securities
exchangeable into or convertible for, or having rights to acquire, Common Shares at a price
per Comimon Share less than the Conversion Price, to the holders of all or substantially alf
of the outstanding Common Shares; '

the Conversion Price in effect on the effective date of such subdivision, re-division, change,
reduction, combination, consolidation or distribution, as the case may be, shall in the case of the
events referred to in (i) and (iii) above, be decreased in proportion to the number of outstanding
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Common Shares resulting from such subdivision, re-division, change, distribution or issuance, or
shall, in the casc of the events referred to in (ii) above, be increased in proportion to the number of
outstanding Common Shares resulting from such reduction, combination or consolidation in each
such case by multiplying the Conversion Price in effect on such effective date by a fraction of
which the numerator shall be the total number of Common Shares outstanding immediately prior
to such date and the denominator shall be the total number of Comnmon Shares outstanding
immediately after such date. Such adjustment shall be made successively whenever any event
referred to in this Section 4.10{a) shall occur;

if and whenever at any time during the Adjustment Period, the Issuer shall fix a record date for the
issuance of rights, oplions or warrants to all or subsiantially all the holders of the Issuer's
outstanding Commeon Shares entitling them, for a period expiring not more than 60 days after such
record date, to subscribe for or purchase Common Shares (or securities convertible or exchangeable
into, or rights to acquire, Common Shares) at a price per share {or having a conversion or exchange
or exercise price per share) fess than the Conversion Price on such record date, the Conversion
Price shall be adjusted immediately after such record date so that it shall equal the amount
determined by multiplying the Conversion Price in effect on such record date by a fraction, of
which the numerator shall be the total number of Common Shares outstanding on such record date
plus that number of Cominon Shares equal to the number arrived at by dividing the aggregate price
of the tofal number of additional Cotmmon Shares offered for subseription or purchase (or the
aggregate conversion or exchange price or exercise price of the convertible or exchangeable
securities or rights so offered) by the Conversion Price before giving effect to the adjustment to be
made pursuant to this subsection (b), and of which ihe denominator shall be the total number of
Common Shares outstanding on such record datc plus the total number of additional Comnmon
Shares offered for subscription or purchase or into which the convertible or exchangeable securities
or rights so offered are convertible or exchangeable or exercisable; any Common Shares owned by
or held for the account of the Issuer or any Subsidiary of the Issuer shall be deemed nof to be
outstanding for the purpose of any such computation; such adjustment shall be made successively
whenever such a record date is fixed, to the extent that any such rights, options or warrants are not
exercised prior to the expiration thereof, the Conversion Price shall be readjusted to the Conversion
Price which would then be in effect if such record date had not been fixed or to the Conversion
Price which would then be in effect based upon the number of Common Shares (or securities
convertiblc or exchangeable into or rights to acquire Common Shares) actually issucd upon the
exercise of such rights, options or warrants, as the case may be;

if and whenever at any time during the Adjustment Period, the Issuer shall fix a record date for the
making of a distribution to all or substantially all the holders of the Issuer's outstanding Common
Shares of (i) securities of any class, whether of the Issuer or any other corporation, including rights,
options or warrants {excluding those referred to in Section 4.10(b) above) to subsctibe for or
purchase Common Shares or other securities convertible into or exchangeable for Coinmon Shares,
(ii) evidences of the Issuer's Indebtcdness or (iii) assets (including cash) of the Issuer or any
Subsidiary, then, in each such case, the Conversion Price shall be adjusted immediately after such
record date so that it shall equal the price determined by multiplying the Conversion Price in effect
on such record date by a fraction, of which the numerator shall be the total number of Common
Shares outstanding on such record date mulitiplied by the Conversion Price before giving effect to
the adjustment to be made pursuant to this subsection (c), less the fair market value (as determined
by the Directors in good faith, which determination shall be conclusive) of such shares, rights,
options, warrants, evidences of Indebtedness or assets so distributed, and of which the denominator
shall be the total nuinber of Common Shares outstanding on such record date muitiplied by such
Conversion Price, and Common Shares owned by or held for the account of the Issuer or any
Subsidiary of the Issuer shall be deemed not to be outstanding for the purpose of any such
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computation; such adjustment shall be made successively whencver such a record date is fixed; to
the extent that such distribution is not so made, the Conversion Price shall be readjusted to the
Conversion Price which would then be in effect if such record date had not been fixed or to the
Conversion Price which would then be in effect based upon such shares or rights, options or
warrants or evidences of Indcbtedness or assets actually distributed, as the case may be;

if and whenever at any time during the Adjustment Period, there is a reclassification of the Cominon
Shares or a capital reorganization of the Issuer other than as described in Section 4.10(a) or a
merger, ainalgamation, consolidation, winding-up, plan of arrangement, reorganization or
reconstruction with any Person or any transaction by way of transfer, liquidation, sale, lease,
disposition or otherwise whereby all or substantially all of the Issuer's undertaking, property or
assets would become the property of any other Person that is approved by the Holder or is not
required to be approved by the Holder (any such reclassification or merger, amalgamation,
consolidation, winding-up, plan of arrangement, reorganization or reconstruction with any Person
or any {ransaction by way of transfer, liquidation, sale, iease, disposition or otherwise whereby all
or substantially all of the Issuer's undertaking, property or assets would become the property of any
other Person is herein called a “Corporate Reorganization™), the Holder shall, upon the exercise
of the Conversion Right, be entitled to receive and shall accept, in Heu of the nuinber of Shares
then sought to be acquired by the Holder, the number of Shares or other securities or property of
the Issuer or of the Person resulting from such Corporate Reorganization, that the Holder would
have been entitled to receive on such Corporate Reorganization if, on the record date or the effective
date thereof, as the case inay be, the Holder had been the registered holder of the number of Sharcs
sought to be acquired by the Holder and to which the Holder was entitled to acquire upon the
exercise of the Conversion Right. If appropriate, to give effect to or to evidence the provisions of
this Section 4.106(d), the Issuer, the Issuer's successor, or such purchasing Person, as the case may
be, shall, prior to ot contemporaneously with any such Corporate Reorganization, eater into an
agrecment which shall provide for the application of the provisions set forth in this Debenture with
respect to the rights and interests thereafter of the Holder including adjustments which shall be as
neatly equivalent as may be practicable to the adjustments provided in this Section 4.10 and which
shall apply to successive Corporate Reorganization to the end that the provisions set forth in this
Debenture shall thereafter corvespondingly be made applicable with respect to any shares, other
securities or property to which the Holder is entitled on the exercise of the Conversion Right;

if and whenever at any time during the Adjustment Period, the Issuer shall pay or make a dividend
or other distribution on its Common Shares exclusively in cash and the aggregate of: (i) such
dividend ot other distribution paid exclusively in cash; and (ii) all other cash dividends or other
distributions made by the Issuer to all holders of the Common Shares within the preceding 12
months which did not trigger an adjustment to the Conversion Price, exceeds 1% of the Issuer’s
Agprepate Market Capitalization {such excess hereinafter the “Excess Distribution™) on the record
date in respect of the last such cash dividend or other distribution, the Conversion Price shall be
adjusted so that the same shall equal the price determined by multiplying the Conversion Price in
effeet immediately prior to such record date by a fraction, of which the denominator shail be the
Aggregate Market Capitalization on such record date and of which the numerator shall be such
Agpregale Market Capitalization minus the amount of the FExcess Distribution. Such adjustment
shall become effective immediately prior to the opening of business on the day following such
record date. In the event the amount of the Excess Distribution is equal to or greater than the
Aggregate Market Capitalization on the record date, in lieu of the foregoing adjustment, adequate
provision shall be made so that the Holder shall have the right to receive upon conversion the
amount of cash such holder would have received had such holder converted this Debenture to
Common Shares immediately prior to the record date (less 1% of the Current Market Price
multiplied by such number Common Shares). In the event that such dividend or distribution is not
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so paid or made, the Conversion Price shall be readjusted to be the Conversion Price which would
then be in effect if such dividend or other distribution had not been declared,;

if and whenever at any time during the Adjustment Period, an issuer bid or a tender or exchange
offer {other than an odd-lot offer) made by the Issuer or a Subsidiary of the Issuer for all or any
portion of the Common Shares shall expire and such issuer bid or tender or exchange offer shall
involve payment by the Issucr or a Subsidiary of the Issuer of cash or other consideration (based
on the acceptance of all Common Shares validly tendered or exchanged and not withdrawn up to
any maximum specified in the terms of the issuer bid or tender or exchange offer, such shares, up
to such maximum) having a fair market value (as determined in good faith by the Directors, whose
determination shall be described in a resolution of the Directors) at the time (the “Expiration
Time”) tenders or exchanges may be made pursuant to such issuer bid or tender or exchange offer
(as amended), together with: the total of (i) any cash and the fair market value of other consideration
(as determined in good faith by the Directors described in a resolution of the Directors) payable in
respect of an issuer bid or a tender or exchange offer by the Issuer or a Subsidiary of the Issuet for
Common Shares concluded within the preceding twelve months which did not trigger an adjustment
to the Conversion Priee, and (ii) the aggregate amount of any all-cash dividends or other
distributions made by the Issuer to all holders of Common Sharcs made within the twelve months
preceding such issuer bid or tender or exchange offer which did not trigger an adjustment to the
Conversion Price exceeds 5% of the Aggregate Market Capitalization (such excess hereinafter the
“Excess Bid Consideration”) on the Trading Day next succeeding the Expiration Time (the “Next
Trading Day”), the Conversion Price shall be adjusted so that the same shall equal the price
determined by multiplying the Conversion Price in effect immediately prior to the opening of
business on the Next Trading Day by a fraction, of which the denominator shail be the Aggregate
Market Capitalization on the Next Trading Day and of which the numerator shall be Aggregate
Market Capitalization on the Next Trading Day minus the amount of the Excess Bid Consideration,
Such adjustment shall hecome effective immediately prior to the opening of business on the Next
Trading Day. In the event that no shares arc validly accepted in such issuer bid or tender or
exchange offer, the Conversion Price shall be readjusted to be the Conversion Price which would
then be in effect if such record date had not been fixed;

in any case in which it is required that an adjustment be made to the Conversion Price, no such
adjustment shall be made if, subject to the prior approval of any stock exchange upon which the
Common Shares are listed, if any, the Holder elects to receive the rights, options or warrants
referred to in Section 4.10(b) or the shares, rights, options, warrants, evidences of Indebtedness or
assets referred to in Section 4.10(c), as the case may be, in such kind and number as the Holder
would have received if the Holder had been a holder of Shares on the applicable record date or
effective date, as the case may be, by virtue of the Principal Sum having then been converted into
Common Shares al the Conversion Price in effect on the applicable record or effective date, as the
case may be;

the adjustments provided for in this Section 4.10 are cumulative, and shall be computed to the
nearest whole cent and shall apply to successive subdivisions, re-divisions, reductions,
combinations, consolidations, distributions, issues or other events resulting in any adjustiment under
the provisions of this Section 4.10;

in case the Issuer shall take any action affecting the Common Shares other than action described in
this Section 4.10, which in the opinion of the directors of the Issuer would materially affect the
rights of the Holder, the Conversion Price shall be adjusted in such manner and at such time, by
action of the directors, subject to the prior written consent of any stock exchange upon which the
Common Shares are listed, if required, as the directors in their sole discretion may determine to be
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equitable in the circumstances and not inconsistent with the provisions of this Debenture. Failure
of the directors to make such an adjustment shall be conclusive evidence that the directors have
determined that it is equitable to make o adjustment in the circumslances.

4,11 Voluntary Decrease

The Issuer from time to time may decrease the Conversion Price (subject to Applicable
Laws and the receipt of all regulatory approvals, including, after an Initial Public Offering the consent of
the Toronto Stock Exchange and such other exchanges on which the Common Shares may be listed) by any
amount and for any period of time if the Directors have dctermined in good faith (to be evidenced by a
resolution of the Directors) that such decrease is in the Tssuer’s best interests, Whenever the Conversion
Price is decreased, the Issuer shall deliver to the Holder a notice of the decrease and the Conversion Price
for all purposes of this Debenture following the delivery of such notice is the Conversion Price set forth in
such notice, but subject to adjustment thereafier in accordance with Section 4.10 and this Section 4,11, The
Issuer shall deliver the notice at least fifteen (15) calendar days before the date the decreased Conversion
Price becomes effective.

4,12 Entitlement to Shares on Exercise of Conversion Right

All shares of any class or other securities which the Holder is at the time in question entitled
to receive on the exercise of the Conversion Right, whether or not as a result of adjustments made pursuant
to Section 4.10 shall, for the purposes of the interpretation of this Debenture, be deemed to be shares which
the Holder is entitled to acquire pursuant to the exercise of the Conversion Right.

4,13 No Adjustment for Stock Options

Notwithstanding anything in Section 4.10, no adjustment shall be made in the Conversion
Price if the issuance of Shares is being made upon the exercise of the Conversion Right or pursuant to any

“stock option plan in force from time to time for directors, officeis and employees of the Issuer entitling

them to purchase, in the aggregate, not more than ten percent (10%) of the issued and outstanding Common
Shares (determined on a fully dikuted basis as if alt rights to purchase Common Shares upon the exercise of
all rights of conversion or exchange for Common Shares and all rights under options, rights or warrants
(other than the foregoing stock options but including this Debenture} outstanding at such time other than
had been exercised and the Common Shares issuable as a result thereof had been issued).

4,14 Determination by Issuer's Auditors

In the event of any question arising with respect to the adjustments provided for in Section
4,10, such question shall be conclusively determined by the Issuet's independent auditors, or such other
firm of chatiered accountants mutnally acceptable to the Issuer and the Arranget on behaif of the Holder,
who shall have access to all necessary records of the Issuer, and such determination shall be binding upon
the Issuer, the Holder and all other Persons interested therein.

4,15 Proceedings Prior to any Action Requiring Adjustinent

As a condition precedent to the taking of any action which would require an adjustiment in
any of the conversion rights pursuant hereto, including the number of Shares which are to be received upon
the exercise thereof, the Issuer shall take any corporate action which may, in the opinion of Counsel to the
Issuer, be necessary in order that the Issuer has unissued and reserved in the Issuer's authorized capital and
may validly and legally issue as fully paid and non-assessable al! the Shares which the Holder is entitled to
receive on the filll exercise of the Conversion Right in accordance with the provisions hereof.
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4,16 Certifieate of Adjustment

The Issuer shall from time to time immediately after the occurrence of any event which
requires an adjustment or readjustment as provided in Section 4.10, deliver a certificate of the Issuer to the
Holder specifying the nature of the event requiring the same and the amount of the adjustment necessitated
thercby and setting forth in reasonable detail the method of calculation and the facts upon which such
calculation is based.

4,17 Notice of Special Matters

The Issuer covenants that the Issuer will give notice to the FHolder of the Issuet's intention
to fix a record date that is prior to the Maturity Date for the issuance of rights, options or warrants referred
to in Section 4.10(b) or the distribution of the shares, rights, options, watrants, evidences of Indebtedness
or assets referred to in Section 4.10(c) to all or substantially ail the holders of the Issuer's outstanding
Common Shares. Such notice shall specify the particulars of such event, the record date for such event and,
if prepared or available as at the date that such notice is required to be given pursuant to this Section 4.17,
such notice shall be accompanied by the material (i.e., proxy circulars, information booklets etc.) sent to
the holders of Common Shares in respect of the event in question, provided that the Issuer shall only be
required to specify in the notice such paiticulars of the event as shall have been fixed and determined on
the date on which the notice is given. The notice shall be given in each case not less than fourteen (14)
calendar days prior to such applicable record date.

4,18 No Action after Notice

The lssuer covenants that the Issuer will not close the Issuer's transfer books or take any
other corporate action which might deprive the Holder of the opportunity to exercise the Issuer's right of
conversion pursuant thereto during the period of fowrteen (14) calendar days after the giving of the
certificate or notices set forth in Sections 4.16 and 4.17,

4.19 Holder not a Shareholder

Nothing in this Dcbenture shall, in itself, confer or be construed as conferring upon the
Holder any right or interest whatsoever as a shareholder of the Issuer, including, but not limited to, the right
to vote at, to receive notice of, or to attend, meetings of shareholders or any other proceedings of the Issuer,
ot the right to receive dividends and other distributions from the Issuer in respect of Shares.

4.20 Charges for Exchange or Transfer

The Issuer will from time to time promptly pay or make provision satisfactory to the Holder
for the payment of any and all Taxes which may be imposed by Applicable Laws with respect to the
issuance or delivery of the Shares to the Holder, upon the exercise of the Conversion Right.

421 Securities Qualification Requirements

(2) If, in the reasonable opinion of Counsel to the Holder, any instrument is required to be filed with,
or any permission is required to be obtained from any Governmental Authority or any other
Governmental Approval is required before any Shares which the Holder is entitled to receive on
the exercise of the Conversion Right may properly and legally be delivered, issued or traded
(subject to applicable hold periods and other than in respect of the status of the FHolder as a “contro]
person” within the meaning of Applicable Securities Laws) upon due exercise thereot and thereafter
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traded, without further formality or restriction, the Issuer covenants that the Tssuer will take such
reasonably required action at the sole cost and expense of the Issuer,

The Issuer will give written notice of the issue of Shares pursnant to the exercise of the Conversion
Right to each Securities Regulatory Authority and any stock exchange on which the Issuer's Shares
may be listed for trading as may be necessary in such detail as may be required in order that the
issue of Shares issuable upon the exercise of the Conversion Right and the subsequent disposition
of the Shares so issued (subject to applicable hold periods) will not be subject (o the prospectus
qualification requirements of Applicable Securities Laws,

If the Tssuer becomes a “reporting issuet” under any Sccurities Laws, the Issuer will prepare and
file, in the form and manner and in the time required by Applicable Securities Laws, all documents,
reports, and other information requived fo be prepared and filed by the Issuer under Applicable
Securities Laws.

ARTICLE 5
COVENANTS

Positive Covenants
The Issuer covenants with the Holder that the Issuer shall:
Payment and Performanee: duly and punctually pay all amounts due by the Issuer hereunder and

shall perform all other obligalions on the Issuer's part to be performed under the terms of this
Debenture at the times and places and in the manner provided for herein;

Corporate Existence; maintain the Issuer's and each of its Subsidiaries’ corporate cxistence in good
standing under the laws of its jurisdiction of incorporation and register and qualify and remain
registered and qualified as a corporation authorized to carry on business under the laws of each
Jjurisdiction in which the nature of the Business or the character of any material properties and assets
owned or leased by if requires such registration and qualification, except such as would not have a
Material Adverse Effect;

Insurance: maintain in full force and effect such policies of insurance, including public liability
and property damage insurance, in such amounts issued by insurers ofrecognized standing covering
the Issuer's propertics and operations, including business interruption insurance and replacement
cost insuraince, as are customarily maintained by Persons engaged in the same or similar business
in the localities where the Issuer's properties and operations are located, and, if requested by the
Arranger on behalf of the Holder, furnish the Arranger with certificates or other evidence
confirming compliance with the foregoing insurance requirements,

Complianee With Applicable Faws:

(i) carry on and conduct and cause its Subsidiaries to carry on conduct the Business and keep,
maintain and operate the its assets and properties in all respects in accordance with all
Applicable Laws, including Environmental Taws and Applicable Securities Laws, and in
a good and workmanlike manner and in accordance with sound businesslike and industry
practice, except where such non-compliance is not and is not reasonably likely fo result in
a Material Adverse Effect; and
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(ii) observe and conform in all respects to all valid requirements of any Governmental
Authority relative to any of the Issuet's and each of its Subsidiaries® assets and properties -
and a!l covenants, terms and conditions of all agreements upon or under which any of the
its assets and properties are held, except where such non-compliance is nof and is not
reasonably likely to result in a Material Adverse Effect;

Payment of Taxes:

(i) file all income tax returns for the Issuer and for each of its Subsidiaries which are required
to be filed; and -

{ii) pay or make provision for payment (in accordance with Generally Accepted Accounting
Principles) of all Taxes which are due and payable by the Issuer and cach of its
Subsidiaries, or to provide adequate reserves (in accordance with Generally Accepted
Accounting Principles) for the payment of any Tax, the payment of which is being
contested in good faith;

Payment of Other Obligations: pay or cause to be paid all rents, royalties, Taxes and other
Indebtedness (o pay money validly imposed upon the [ssuer or any of its Subsidiaries, or upon the
Issuet's or any of its Subsidiaries” properties or assets ot any part thereof, and all Indebtedness of
the Issuer and each of its Subsidiaries as and when the same became due and payable or shall
provide adequate reserves (in accordance with GAAP) for the payment of any such obligation or

Indebtedness, the payment of which is being contested in good faith;

Maintenance of Books and Records: keep or cause to be kept propet and adequate records and
books of account in which true and complete entries will be made in a manner sufficient to enable
the preparation of financial statements in accordance with Generally Accepted Aecounting
Principles;

Defend Title to Assets: maintain, protect and defend title to all property and assets held by the
Issuer or any of its Subsidiaries, and take all such acts and steps as are nccessary or advisable at
any time and from time to time to maintain their respeciive property and assets in good standing,
except where failure to protect and defend title to such property or assets held by the Issuer in its
own capacity or on behalf of others does not or its not reasonably likely to result in a Material
Adverse Effect; :

Reporting Requiretnents: furnish to the Holder, unless the Issuer shall have timely made such
financial statements available on Canada’s System for Electronic Document Analysis and Refrieval
or an the SEC’s Electronic Data Gathering, Analysis and Retrieval systemn or any successor thereto
or on the Issuer’s home page on the worldwide web:

(i) as soon as available and in any event within ninety (90) calendar days afier the end of each
fiscal year of the Issuer, the audited consolidated [inancial staternents of the Issuer
including a balance sheet and related statements of incoine, retained earnings and changes
in cash flow as of the end of and for such fiscal year, setting forth in each case in
comparative form the figures for the previous fiscal year, in accordance with GAAP;

(ii) as soon as available and in any event within forty-five (45) calendar days after the end of
each of the first three fiscal quarters of each fiscal year of the Issuer, unaudited consolidated
financial statements of the Issuer including a balance sheet and related statements of
incoine, retained earnings and changes in cash flow as of the end of and for such fiscal
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quarter and the then elapsed portion of the fiscal year which includes such fiscal quarter,
setting forth in each case in comparative form the figures for the corresponding period or
periods of (or, in the case of the balance sheet, as of the end of) the previous fiscal period,
all certified by an officer of the Issuer as presenting fairly in all material respects the
financial condition and results of operations of the Issuer in accordance with GAAP,
subject to year-end adjustments;

(iii}  a copy of all information and materials furnished to the holders of Common Shares not
included in the foregoing subsections 5, 1(i)(1) and (iii); and

(iv)  such other information as the Arranger on behalf of the Holder may reasonably request
from time to time, provided that the Holder shall not use any sach information other than
for the purposes of its status as a creditor of the Issuer.

Notice of Event of Default: provide the Holder with prompt written notice of the occurrence of
any Default or Event of Default upon obtaining knowledge thereof.

Share Capital:

5] reserve and keep available a sufficient number of Common Shares for the purpose of
enabling the Issuer to satisfy the Issuet's obligations to issue Common Shares upon the
exercise of the Conversion Right;

(i) cause the Common Shares and the certificates representing the Common Shares from time
to time acquired pursuant to the exercise of the Conversion Right to be duly issued and

delivered in accordance with the terms hereof;

(iif)  ensure that all Common Shares which shall be issued upon exercise of the Convession
Right shall be issucd as fully paid and non-assessable; and

(iv) make all requisite filings under Applicable Securitics Laws necessary to report the exercise
of the right to acquire Shares pursuant to the Conversion Right;

Negative Covenants of the Issuer

The Issuer covenants with the Holder that the Issuer shall not and shall not permit any of

its Subsidiaries to, without the consent of the Arranger on behalf of the Holder:

(a)
(b)

(©)

(d)

Financial Indebtedness: incur any Indebtedness other than Permitted Financial Indebtedness;

Negative Pledge: create, incur, assume or suffer to exist any Security Interest upon or with respect
to any its property other than Permitted Encumbrances;

Distributions: declare, resolve to declare or make, or make any Distribution, except for any
Distributions to the Issuer by a wholly-owned Subsidiary or by a wholly-owned Subsidiary to
another wholly-owned Subsidiary, and lor greater certainty, A12345 may satisfy its obligation to
repay the principal under the Demand Note in consideration for the transfer to the Issuer of the
Shoes.com Domain Names;

Disposition: direetly or indirectly, make any Disposition unless the Net Proceeds are applied in
accordance with Section 3.2;
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Change of Business: change in any material respect the nature of the Business nor engage directly
or indirectly, in any material business, activity or purchase or otherwise acquire any material
property, in either case, not primarily relatcd to the conduct of the Business;

Subsidiaries: acquire or create any Subsidiary uniess such Subsidiary unconditionally guarantees
payment and performance of the Obligations in form approved by the Arranger and grants a security
interest to secure payment and performance of such guarantee over all of its present and after
acquired property substantially in the form of the Security Agreements; or

Merger Transaction: enter into ar become party to a Merger Transaction or take any corporate
action in pursuance of a Merger Transaction other than transactions contemplated by the
Acquisition Agreement.

Holder May Perform Covenants

If the Issuer shall fail to perform any covenant on its part herein contained, the Holder may

in its diseretion perform any of said covenants capable of being performed by it and, if any such covenant
requires the payment or expenditure of money, it may make such payment or expenditure with its own
funds, or with money borrowed by or advanced 1o it for such purpose, but shall be under no obligation sa
to do; and all sums so expended or advanced shall be repayable by the Issuer on deinand together with
Interest at the Applicable Interest Rate from the date such payment or expenditure is made to the date the
amount thereof and interest thereon is paid to the Holder, but no such performance or payment shall be
deemed to relieve the Issuer [rom any default hereunder.

6.1

{a)

(b)

()

(d)

(e)

(f)

ARTICLE 6
DEFAULT

Events of Default
An Event of Default shall occur upon the happening of any one or more of the following;

if the Issuer defaults in payment of the Principal Sum when the same becomes due and payable
under this Debenture; .

if the Tssuer defaults in payment of Net Procceds or the Total Offer Price when the same becomes
due and payable under this Debenture;

if the Issuer fails to deliver Common Shares to the Holder when those Coinmon Shares are required
to be delivered following the conversion of this Debenture in accordance with the provisions

hereof;

if the Issuer elects to satisfy the Principal Sum by issuing and delivering Common Shares to the
[Holder and the [ssuer fails to deliver the number of Common Shares required by the ferms hereof
to be issued and delivered in satisfaction of the Principal Sum;

il the Issuer defaulls in payment of any Interest or any other amount payabie to the Holder under
this Debenture and such default continues after the fifth (5™) day following the date when the saine
becoines due and payable under this Debenture;

if there shall be a breach by the Issuer or any of its Subsidiaries of any other covenant, condition
ot provision contained in this Debenture or a Security Agrcement and the breach (if capable of
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being cured) is not cured within fifteen (15) Business Days after written notice by the Arranger on
behalf of the Holder to the Issuer, as the case may be, provided that if such breach is curable, does
not give rise to a Material Adverse Effect, cannot be cured with reasonable diligence within such
fifteen (15) Business Day period and the Issuer or such Subsidiary commences to cure such breach
within such fifteen (15) Business Day period and thereafier is continuously and diligently taking
steps to cure such breach, such fifteen (15} Business Day period will be extended for a period of
time, not exceeding sixty (60) calendar days, until such breach is cured;

if any representation or warranty in favour of the Holder or the Arvanger in any agreement or
instrument in respect of this Debenture of which the Holder or the Arranger has the benefit, shall
have been incorrect in any material respect, or any such representation or warranty that is qualified
by materiality or Material Adverse ElTect shall have been untrue in any respect, in each case when
made and such representation or warranty (if capable of being corrected) continues to be incorrect
for a period of fifteen (15) Business Days after the Arranger on behalf of the Holder gives written
notice of such incorrect representation and warranty to the Issuer;

if the Issuer or any Subsidiary of the Issuer shall: (i) institute or commence proceedings to be
adjudicated a bankrupt or insolvent or consent to the filing of a bankruptcy or insolvency
proceeding against the Issuer; (if) file, institute or commence or otherwise take any proceeding
relating to reorganization, adjustment, arrangement, composition, compromise, stay of proceedings
or relief similar to any of the foregoing under any Applicable Law regarding bankruptcy,
insolvency, reorganization or relief of debtors; {iii) consent to the filing of any such proceeding;
(iv) consent to the appointment of a recciver, liquidator, trustee or assignee in bankruptey or shinilar
official or to the liquidation, dissolution or winding-up of its or of all or a substantial part of its
property and assets; (v) make an assignment for the benefit of creditors; (vi) admit in writing its
inability to pay their respective debts generally as they become due; (vit} generally not pay its debts
as they come due or otherwise be insolvent; or (viii) take any corporate or other action authorizing
or in furtherance of any of the foregoing;

if any proceeding is filed, instituted or commenced by any Person seeking: (i) to adjudicate the
Issuer a bankrupt or insolvent or the liguidation, reorganization, winding-up, adjustment,
arrangetnent, compromise, composition, stay of proceedings or similar relief of or for the Issuer or
any of its Subsidiaries under any Applicable Law regarding bankruptcy, insolvency, reorganization
or relief of debtors; or (ii) to appoint a receiver, liquidator, trustee or assignee in bankruptey or
similar official of the Issuer or any or its Subsidiatics or of all or 4 material part of its property and
assets, if such procceding shall continue undismissed or unstayed for a period of sixty (60) calendar
days;

the occurrence of an event of default under any Financial Indebtedness of the Issuer or any of its
Subsidiaries exceeding five hundred thousand Dollars ($500,000), provided that if an event of
default under any Financial Indebtedness is cured or waived, the Event of Default hereunder
relating thereto shall be deemed to have been cured or waived to the same extent for all purposes;

if 2 writ, execution, attachment or similar proccss is issued or levied against all or a portion of the
property of the Issuer in conncetion with any judgment or judgments against the Issuer or any of
its Subsidiaries aggregating in excess of (wo hundred fifty thousand Dollars ($250,000) and is not
relcased, satisfied, discharged, vacated or stayed within thirty (30) calendar days after its entry,
comimencement or levy;

if final judgments for the payment of money aggregating in excess of two hundred fifty thousand
Dollars ($250,000) shall be rendered against the Issuer or any of its Subsidiaries, by a court of last
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resort and the same shall remain undischarged for a period of thirty (30) calendar days during which
time such judgments shall not be on appeal or execution thereof shall nat be effectively stayed;

(m)  in the reasonable opinion of the Arranger a Material Adverse Effect exists or a Material Adverse
Change has occurred; or

(n) the holder of any Bank Debt requires, as a condition to any advance of such Bank Debt, that the
Arranger (for and on behalf of the Ilolder) enter into an agreement with such holder that has the
cffect of limiting or restricting the payment of interest on the Principal Sum before a period of 180
days, and after the occurrence of an event or circumstance that is a default or event of default under
the terms of such Bank Debt and the holder of such Bank Debt does not take proceedings (other
than giving of notice of default or acceleration) to collect to realize upon the security for such Bank
Debt within such 180 day period.

6.2 Acceleration

Upon the accurrence of an Event of Default which is continuing, the Arranger on behalf of
the Holder may by notice in writing to the Issuer declare the Principal Sum and all accrued interest thereon
and all other Obligations to be imnediately due and payable and the same shall become immediately due
and payable to the Holder and the Issuer shall forthwith pay the same to the Holder failing which all rights
and remedies of the Holder hereunder and under the Security Agreements or under Applicable Laws in
respect of such non-payment shall become enforceable; provided that upon the occurrence of an Event of
Default specified in Section 6.1(h) or 6.1(i}, the Principal Sum and all acerued interest thereon and all other
Obligations shall automatically become due and payable without any requirement that notice be given by
the Holder.

6.3 Remedies - General

Upon and following the occurrence of an Event of Default and acceleration of the Principal
Sum in accordance with Scction 6.2, the Arranger may, in its sole and absolute discretion excreise all such
rights and remedics that may be exercised under the Security Agreements and all other rights and romedics
recognized under Applicable Laws against the Issuer or in respect of the Collateral or any part thereof for
the enforcement of full payment and performance of all the Obligations.

6.4 Remedies Not Exclusive

No right, power or remedy herein conferred upon or reserved to the Iolder or any person
acting for or on behalf of the Holder is intended to be exclusive of any other right, power ot remedy or
remedies, and each and every right, power and remedy shall, to the extent permitted by Applicable Laws,
be cumulative and shall be in addition to every other right, power or remedy given hereunder or now or
hereafter existing at law, in equity or by statute. The Holder shall have the power to waive any default,
provided no such waiver shall be effective unless made in writing by the Holder and shall not constitute a
waiver of any other or subsequent default. No delay or omission of the Holder in the exereise of any right,
power or remedy accruing upon any default shall impair any such right, power or remedy or shall be
construed to be a waiver of any such default or an acquicscence therein, Every right, power and remedy
given fo the Holder by this Debenture or under Applicable Laws may be exercised from time to titne and
as often as may be deemed expedient by the Holder. In case the Holder shall have proceeded to enforce
any right under this Debenture or any Security Agreement and the proceedings for the enforcement thereof
shall have been discontinued or abandoned for any reason or shall have been determined adversely to the
Holder, then and in every such case the Issuer and the Holder shall, without any further action hereunder,
to the full extent permitted by Applicable Laws, subject to any determination in such proceedings, scverally
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and respectively, be testored to their former positions and rights hereunder and thereafter all rights,
remedies and powers of the Holder shall continue as though no such proceeding had been taken,

6.5 Application of Monies

Subject to Applicable Laws, all monies collected or received by the Holder pursuant to or
in exercise of any right or remedy shall be applied on account of the amounts outstanding hereunder in such
mannet as the Holder decems best or, at the option of the Holder, may be held unappropriated in a collateral
account ot released to the Issuer, all without prejudice to the hability of the Issuer or the rights of the Holder
hereunder, and any surplus shall be accounted for as required by Applicable Laws.

ARTICLE 7
INDEMNITY AND EXPENSES

7.1 No Set-off and Taxes

The Issuer and cach Guarantor shall malke all payments to the Holder hereunder without
any set-off or counterclaim whatsoever and free and clear of, and without deduction for or on account of,
any Tax. If any Tax is deducted or withheld from any payments, the Issuer or Guarantor shall promptly
remit to the Holder the equivalent of the amounts so deducted or withheld together with such additional
amounts as may be necessary so that after making all required deductions or withholdings, including
deductions or withholdings applicable to additional amounts paid under this Section 7.1, the Holder shall
receive an amount equal to the amount the Holder would have received if no deduction or withholding had
been made.

In the event the Issuer or a Guarantor has made a payment pursuant {o this Section 7.1 and
the Holder determines thereafter that the Holder has been granted or received a credit, refund or remission
in respect of the Tax for which the deduction was made, then the Holder shall promptly retund to the Issuer
or such Guarantor such amount (if any) as the Holder determines in goad faith will leave the Holder in no
worse position than would have been the case if there had been no obligation to make such deduction or
withho]ding in the first place. The Holder shall not be obligated to provide to the Issuer or such Guarantor
copies of all or any part of the Holdert's tax returns, financial statements or other corporate financial data by
reason of any such matter,

7.2 Indemnity

(a) The Issuer hereby covenants with the Holder that the Issuer shall at all times hereafter keep the
Holder indemnified and held harmless from and against all suits (whether founded or unfounded),
aclions, proceedings, judgments, demands or claims asserted, institufed or made against the Holder,
and all costs, losscs, Habilitics, damages and expenses (including all legal fees on a solicitor and
his own client, full indemnity, basis) (“Losses”) incurred by the Holder in any way relating to,
arising out of, or incidental to any of the transactions contemplated by this Debenture, except to the
extent such L.osses arise out of the intentional or gross fault, gross negligence, willful misconduct
or fraud of the Holder or the Arranger, If and for so long as no Default or Event of Default has
oceurred and is continuing, the Issuer, at the Issuer’s option, shall be entitled to conduct the defence
of such suit, action or proceeding with the participation of and faking into account the best interests
of the Holder. If the Holder shall determine in good faith that a conflict of interest exists or the
defence of any such suit, action or proceeding is not being conducted in the best interests of the
Holdet, the Holder shall on notice to the Issuer (and for the account of the Issuer) be entitled to take
over the sole conduct of the defence of such suit, action or proceeding, This indemnity shall extend
to the officers, directors, employees and assignees of the Holder.
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The Issuer hereby jointly and severally agrees to indemnify, defend and hold harmless the Holder
fromn and against any and all Environmental Liabilities, losses, costs, expenses, damages, claims,
judgments, suits, awards, fines, sanctions and liabilities whatsocver (including any costs or
expenses of preparing any necessary environmental assessment report or other similar reports)
(collectively, “Environmental Claims™) incurred by the Holder as a result of;

i any breach of applicable Environmental Laws which relates to the property or operations
of the Issuer;

(ii) any Release, presence, use, creation, transportation, storage or disposal of Hazardous
Substances which relate to the property or operations of the Issuer; or

(iiiy  any claim or order for any clean-up, restoration, detoxification, reclamation, repair or other
securing or remedial action which relates to the property or operations of the Issuer;

provided, however, that this indemnity shall not apply in respect of any such Environmental Claims
which are caused by the negligenee or wilful misconduct of the Holder by reason of any act of, or
any act or omission taken at the direction of, the Holder or any of the officers, directors, employees
or assignees thereof. This indemnity shall extend to the officers, directors, employees, agents and
assignees of the Holder as well as to the Holder itself, and the Holder will hold the benefit of this
indemnity in trust for such other indemnified persons 1o the extent necessary to give effect thereto.

Expenses

The Issuer shall supply all statements, reports, certificates, opinions and other documents or
information required to be furnished to the Holder by the Issuer under this Debenture without cost
to the Holder,

If the Issuer fails to pay any amounts required to be paid by the Issuer under this Debenture or if
the Issuer fails to observe or perform any of the covenants and obligations set forth in this
Debenture to be observed or performed by the Issuer, the Holder may, but shall be under no
obligation to, pay such amounts or do such act or things as may be required to ensure such
observance and performance, without waiving any of the Holder's rights under this Debenture. No
such payment, act or thing by the Holder or any receiver shall relieve the issuer from any Default
under this Debenture or the consequences of such Default, The reasonable expenses (including the
cost of any insurance and payment of Taxes or other charges and legal fees and expenses on a
solicitor and his own client, full indeinnity, basis) paid by the Holder shall be deemed advanced to
the Issuer by the Holder, shall become part of the Obligations, and shall, from the time they are
paid by the Holder or such recciver until repaid by the Issucr, bear interest at the Applicable Interest
Rate.

The Issuer shall pay all reasonable expenses (including legal fees and expenses on a solicitor and
his own client basis) incurred by the Holder in connection with the preparation, perfection,
execution, protection, enforcement of and advice with respect to this Debenture {including the
realization, disposition, retention, protection or coilection of the Collateral or any part thereof and
the protection and enforcement of the rights of the Holder hereunder and under the Security
Agreement and including any expenses incurred in connection with any insolvency, banktuptey ot
similar proceedings in respect of or affecting the Issuer or any Guarantor) and such expenscs shall
becotne part of the Obligations, and shalf, from the time they are paid by the Holder until repaid by
the Issuer, bear interest at the Applicable Interest Rate.
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7.4 Currency

Unless otherwise provided, all dollar amounts referred to in this Debenture are to Canadian dollars, If, in
connection with any action or proceeding brought in connection with this Debenture or any resulting
Jjudgment or order, it becomes necessary to convert any amount due hereunder in one currency (the “first
currency”) into another currency (the “second currency™), then, except lo the extent otherwise required
by Applicable Laws, the conversion shall be made at the Judgment Conversion Rate on the first Business
Day prior fo the day on which payment is received, If the conversion is not able to be made in the manner
contemplated by the preceding paragraph in the jurisdiction in which the action or proceeding is brought,
then the convession shall, except o the extent otherwisc required by Applicable Laws, be made at the
Judgment Conversion Rate on the day on which the judgment is given. If the Judgment Conversion Rate
on the date of payment is different from the Judgment Conversion Rate on such first Business Day or on
the date of judgment, as the case may be, the party shall pay such additional amount {if any) in the second
currency as inay be necessary to ensure that the amount paid on such payment date is the aggregate amount
in the second currency which, when converted at the Judgment Conversion Rate on the date of payment, is
the amount due in the first currency, together with all costs, charges and expenses of conversion, Any
additional amount owing pursuant (o the provisions of this section shall be due as a separate debt and shall
give tise to a separate cause of action and shal! not be affected by or merged into any judgment obtained
for any other amounts due under or in respect of this Debenture.

The term “Judgment Conversion Rate” used in this section means the noon rate of exchange for Canadian
interbank transactions in Canadian dollars in the other currency published by the Bank of Canada for the
date in question.

ARTICLE 8
TRANSFER OF DEBENTURE

8.1 Register of the Debenture

The Tssuer shall keep or cause to be kept a register in which the Holder of this Debenture
shall be registered. The name and address of each holder of this Debenture and particulars of this Debenture
held shall be entered in the register. For the purposes of this Debenture, the lssuer may ireal the Person
registered as the Holder as the beneficial owner theyeof for all purposes.

3.2 Transfer of Debenture

Except as otherwise expressly provided in this Debenture and subject to the other
Transaction Documents and Applicable Laws, the provisions hereof shall enure to the benefit of, and be
binding upon, the Parties and their respective suecessors, permitted assigns, petmitted transferces, heirs,
executors, administrators and personal representatives. The Holder shall not, without the prior written
consent of the Issuer, which consent shall not be unreasonably withheld, assign, transfer or otherwise -
convey its rights under this Debenture to any Person, provided that the Holder may assign, transfer or
otherwise convey its rights under this Debenture to any Person whose investment account in which the
Debenture is held is to be managed by the Arranger. Any transfer or nssignment shall be subject to
Applicable Securities Laws and the transferee agreeing to be bound by the provisions of the Collateral
Agency Agreement as successor and assignee of the transferring Holder, Any purported assignment of
rights or delegation of obligations in violation of this Seetion 8.2 shall be null and void, and of no effect.
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8.3 Exchange of Debenture

Any one or mare Debentures may, upon compliance with the reasonable requirements of
the Issuer (including compliance with Applicable Securities Laws), be exchanged for one or more other
Debentures representing the same aggregate Principal Sum as represented hy this Debenture so exchanged.
Any Debenture tendered for exchange shall be cancelled and surrendered by the Holder to the Issuer.

8.4 Replacement Debenture

If this Debenture becomes mutilated or is lost, destroyed or stolen, the Issuer, subject to
Applicable Laws, shall issue and deliver, a new debenture of like tenor as the one mutilated, lost, destroyed
or stolen in exchange for and in place of and upon cancellation of this Debenture. The Holder shall bear
the cost of the issue of a replacement Debenture and in case of loss, destruction or theft shall, as a condition
precedent to the issuance thereof, furnish to the Issuer such evidence of ownership and of the loss,
destruction or theft of this Debenture as shall be satisfactory to the Issuer, in the Issuer's sole discretion,
and the Holder may also be required to furnish an indemnity or security in amount and form satisfactory to
the Issuct, in the Issuer's sole discretion, and shall pay the reasonable charges of the Issuer in connection
therewith,

ARTICLE 9
SUCCESSOR ISSUER

2.1 Restriction on and in each case ete,

The Issuer shall not carty out a Merger Transaction or enter into any Merger Transaction
whereby all or substantially all 'of the Issuer's undertaking, property and assets would become the property
of’

{a) any other Person; or

(b) in the case of an amalganation or merger, of the continuing corporation resulting therefrom;

(in this Section 9.1, such other Person or continuing corporation, as the case may be, is hereinafter referred
to as a “Suceessor Issuer™), unless the Issuer has obtained the consent of the Arranger on behalf of the
Halder under Section 5.2, if required, and the Successor Issuer shall execute, prior to or contemporaneously
with the consummation of the Merger Transaction, such instruments, if any, as are in the opinion of counsel

to the Holder necessary or advisable to evidence:

c the assumption by the Successor Issuer of liability for the due and punctual payment and
: Y
peirformance of the Obligations;

(d) the agreement of the Successor Issuer to observe and perform all the other covenants and
obligations of the Issuer under this Debenture and the Security Agreement;

{(e) the grant of Security Interests in the property of such Successor on the terms of the Security
Agreement subject to no Encumbrance other than Permitted Encumbrances; and

D the enforceability of this Debenture against the Successor Iséuer; and

{g) the delivery to the Holder of an opinion of independent legal counsel to the Issuer to the effect that
terms thereof are substantially to preserve and not impair the Security Interests or any of the powers
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or rights of the Holder or of the Arranger under the Securily Agreement in respcct of the
Obligations,

ARTICLE 10
GUARANTEES

16.1 Debenture Guarantees

Each of the Guarantors hereby, jointly and severally, unconditionally guarantees to the
Holder and its suceessors and assigns, irrespective of the validity and enforceability of other provisions of
this Debenture:

(a) the prompt payment in full when due of the Principal Sum of, and Interest on, this Debenture,
whether on the Maturity Date, by acceleration, redemption or otherwise, and interest on the overdue
Principal Sun of and Interest on this Debenture, if any;

(b) the prompt payment and performance by the Issuer of all other Obligations of the Issuer to the
Holder under this Debenture, all in accordance with the terms of this Debenture; and

(c) in case of any extension of time of payment or renewal of any Obligation, that samne will be
promptly paid in full when due or performed in accordance with the terms of the exiension or
renewal, whether at stated maturity, by acceleration or otherwise.

Failing payment when due of any amount so guaranteed or any performance so guaranteed
for whatever reason, the Guarantors will be jointly and severally obligated to pay and perform the same
immediately,

Each of the Guarantors acknowledges and agrees that it will benefit, directly or indirectly,
from the funding being made to the Issuer pursuant to this Debenture and the Debenture Purchase
Agreement,

Each of the Guarantors hereby agree that its obligations hereunder are unconditional,
irrespective of the validity, regularity or enforceability of other provisions of this Debenture, the absence
of any action to enforce the same, any waiver or consent by the Holder or any other holder of the Debentures
or the Arranger on behalf of the Holder with respect to any provisions of this Debenture, the recovery of
any judgment against the Issuer, any action to enforce the same or any other circumstance which might
otherwise constilute a legal or equitable discharge or defense of a Guarantor.

Each Guarantor hereby waives diligence, presentment, demand of payment, filing of claims
with a court in the event of insolvency or bankruptey of the Issuer any right to require a proceeding first
against the [ssuer, protest, notice (other than notices required pursuant to this Debenture) and all demands
whatsoever and covenant that this Debenture Guarantee will not be discharged except by payment and
performance in full of the obligations contained in this Debenture as provided herein,

Ifthe Holder is required by any court ot otherwise to return to any Obligor or any custodian,
trustee, liquidator or other similar official acting in relation to any Obligor, any amount paid to the Holder
under this Debenture or this Debenture Guarantee, such amount, to the extent theretofore discharged, will
be reinstated in full force and effect. '

Each Guarantor agrees that it will not be entitled to any right of subrogation in relation to
the Holder in respect of any Obligations guaranieed hereby until payment and performance in full of all
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Obligations guaranteed hereby as provided herein. Each Guarantor farther agrees that, as between the
Guarantors, on the one hand, and the Holder on the other hand, (i) the maturity of the Obligations guaranteed
hereby may be accelerated as provided in Section 6.2 for the purposes of this Debenture Guarantee,
notwithstanding any stay, injunction or other prohibition preventing such acceleration in respect of the
obligations guaranteed hereby, and (ii) in the event of any declaration of acceleration of such Obligations
as provided in Section 6.2, such Obligations (whether or not due and payable) will forthwith become due
and payable by the Guarantors for the purpose of this Debenture Guarantee, In accordance with the
provisions of Section 10.8, the Guarantors will have the right to seeck contribution from any non-paying
Guarantor or from the Issuer so long as the exercise of such right does not impair the.rights of the Holder
under this Debenture Guarantee,

102 Acknowledgements of the Guarantors

Each Guarantor acknowledges and agrees that the Holder may, subject to the terms and
conditions of this Debenture!

(a) renew or extend all or any portion of the Obligations;
) make changes in the dates specified for payments or perforinance of any Obligation;
{c) otherwise modify the terms of this Debenture;

{d) take and hold the Security for the performance of the Obligations and exchange, enforce, waive
and release any such Security;

(e) enforce the Security and direct the order or manner of sale thereof as the Arranger on behalf of the
Holder in its sole discretion may determine if permitted under the Security Agreements or any of
them; and

(D release, substitute or add any one or more guarantors of the Obligations,

all of the foregoing without prejudice to or in any way releasing, discharging, terminating, limiling,
reducing, lessening, impaiving or in any way affecting the obligations of any Guarantor uader this
Debenture Guaraniee.

10.3 ‘Watver of Defences

Each Guarantor hereby waives as against the Holder to the fullest extent permitted by
Applicable Laws, any defence relaling to:

(a) any defence bascd upon any incapacity, disability or lack or limitation of status or power of such
Guarantor, any other Obligor or any other person or of the directors, officers, employees, partners
or agents thereof, or that any Obligor or any other person may not be a legal entity;

{b) any change in the existenee, structure, constitution, name, control or ownetship of such Guarantor,
any other Obligor or any other person;

{c) aity limitation, postponement, prohibition, subordination or other restriction on the rights of the
Holder to payment of all or any part of the Obligations or to take any steps in respect thereof;
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(d) any defence arising by reason of any failure of the Holder to proceed against any other Obligor or
any other person, to proceed against, apply or exhaust any of the Security, or to proceed against or
to pursue any other remedy in the power of the Holder whatsoever;

(e) the benefit of any law which provides that the obligation of a guarantor must neither be larger in
amount nor in other respects more burdensome than that of the Principal Sum obligation or which
reduces a guarantor’s obligation in proportion to the Principal Sum obligations;

(f) any defence arising by reasan of any failure by the Holder to obtain, perfect or maintain a perfected
{or any) Seeurity Interest in or lien or encumbrance upon any Collateral or by reason of any interest
of the Holder in any property, whether as owner thereof or the holder of a Security Interest therein
or lien or encumbrance thereon, being invalidated, voided, declared fraudulent or preferential or
otherwisc set aside, or by reason of any impairment by the Holder of any right to recourse or
collateral;

(2) any defence arising by rcason of the failure of the Holder to marshall any assets or to apply such
principle to any sums of money which it shall be entitled to receive or to other assets upon which
it may possess rights;

(h) any dealing whatsoever with such Guarantor, any other Obligor or other Person or any security, or
any failure to do so; and

(i) any other circumstances which might otherwise constitute a defence available to, or a discharge of
such Guarantor, any other act or omission to act or delay of any kind by any other Obligor, such
Guarantor or any other person ar any other circumstance whatsoever, whether similar or dissimilar
to the foregoing, which might, but for the provisions of this Section 10.3, constitute a legal or
equitable discharge, limitation or reduction of the obligations of such Guarantor hereunder (other
than the payment or satisfaction in full of all of the Obligations).

10.4 Execution and Delivery of Debenture Guaraniee

In the event that the Issucr or any of its Subsidiaries creates or acquires any Subsidiary
after the date of this Debenture, the Issuer will causc such Subsidiary, as applicable, to comply with the
provisions of this Article 10,

10.5 Release of Debenture Guarantees

The Debenture Guarantee contemplated hereby constitutes a continuing guarantee and
remains in full force and effect until payment and performance in full and discharge of all Obligations as
provided herein.

10.6 Additional Security

This Debenture Guarantee is in addition to and not in substitution for any other security ot
guarantee given by anyone whomsoever and shall not prejudice any and all security furnished to the Holder
or to the Arranger on behalf of the Holder by anyone whomsoever, and held by it or them at any time
whatsoever.
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10.7 Renunciation to the Benefits of Division and Discussion and Subrogation

The Holder shall not be obliged to exercise any of its rights, remedies or recourses against
the Issuer or against others, or to discuss any of the Security or any other security which it may hold from
time to time, before being entitled to the full payment and performance by any of the Guarantors of the
obligations guaranteed hereunder as provided herein and it shall not be bound to offer or to deliver its
Security, if any, before being paid in full. Each Guarantor renounces to the benefits of discussion and
division. No Guarantor shall be entitled to any rights of subrogation as against the Holder or the Issuer or
any other Obligor or any of their property unti the full payment and performarnce of the Obligations as
provided herein.

10.8 Contribution

The Issuer and Guarantors shall, subject to the conditions of Section 10.1, be entitled to
contribution from the other of the Issuer and Guarantors, as applicable, the intent of the Issuer and
Guarantors being that they shall share in the Obligations in the same proportion as they have benelited from
the funding provided directly or indirectly pursuant to this Debenture.

10.9 No Fraudulent Conveyance

Notwithstanding any provision of this Debenture Guarantee to the contrary, it is intended
that this Debenture Guarantee, and any interests, licns and Security Interests granted by the Guarantors as
sceurity for this Debenture Guarantee, not constitute a “Fraudulent Conveyance” (as defined below) in the
event that this Debenture Guarantee or such intercst is subject to the U.8. Bankruptcy Code or any
applicable fraudulent conveyance or fraudulent transfer law or similar law of any state. Consequently, the
Guarantors and the Holder agrec that if this Debenture Guarantee, or any such interests, liens or Security
Interests securing this Debenture Guarantee, would, but for the application of this sentence, constitute a
Fraudulent Conveyanee, this Debenture Guarantee and each such lien and Securily Interest shall be valid
and enforceable only to the maximum extent that would not cause this Debenture Guarantee or such interest,
lien or Security Interest to constitute a Fraudulent Conveyance with respect to the relevant Guarantor, and
this Debenture Guarantee shall automatically be deemed to have been amended accordingly at all relevant
times, For purposes hereof, “Fraudulent Conveyance” means a fraudulent conveyance under Section 548
of the U.S. Bankruptey Code or a fraudulent conveyance or fraudulent transfer under the provisions of any
applicable frandulent conveyance or fraudulent transfer faw or similar law of any state, as in effect from
time to time. Furthermore, the amount guaranteed hereunder and the payments to be made under this
Debenture Guarantee shall be limited to an amount and payments that will not result in prohibited dividend
or distribution under applicable state law.

The foregoing limitation on the liabilily of the Guarantors is not a restriction on the amount
of the guaranteed Obligations of the Issuer or any other guarantor to the Holder, whether in the aggregate
or at any one tine, If the Holder now holds one or more Guarantees, or hereafter receives additional
Guarantees from any Guarantor or any other guarantor of the guaranteed Obligations, the rights of the
Holder under all such Guarantees shall be cumulative unless otherwisc specified therein. In any such event,
this Debenture Guarantee shall not,. unless specifically provided otherwise to the contrary, affect or
invalidate any of such other Guarantees. The liability of each Guarantor will be the aggregate liability of
such Guarantor under the terins of this Debenture Guarantec and any such other Guarantees.



226
A-43

ARTICLE 11
MISCELLANEQUS

11.1 Severability

If any one or more of the provisions or parts thercof contained in this Debenture should be
judicially determined to be invalid, iflegal or unenforceable, the remaining provisions or parts thereof
contained herein shall be and shall be conclusively deemed to be, as to such jurisdiction, severable
therefrom and:

{a) the validity, legality or enforceability of such reimaining provisions or parts thercof shall not in any
way be affected or impaired by the severance of the provisions or parts thereof severed,

{b) the invalidity, illegality or unenforceability of any provision or any part thereof contained in this
Debenture shall not affect or impair such provision or part thereof or any other provisions of this
Debenture; and

{c) to the extent permitted by Applicable Laws, each of the parties hereto hereby waives any provision
of law that renders any provision hercof unenforceable in any respect.

11.2 Laws of British Columbia

' This Debenture shall be deemed to have been made and shall be construed in accordance
with the laws of the Province of British Columbia and the laws of Canada applicable therein, without regard
to the conflict of laws provisions thereof, and shall be treated in all respects as a British Columbia contract.
The Issuer hereby irrevocably submits to the jurisdiction of the courts of the Province of British Columbia
for any action, suit or any other proceeding arising out of or relating to this Debenture and any other
agreement or instrument mentioned therein or any of the transactions contemplated thereby.

11.3 Submission to Jurisdiction; Waivers

Rach Guarantor that is not incorporated under the laws of a Canada or a Province thereof
hereby irrevocably and unconditionally:

(a) subinits, for itself and its property, in any action, suit or proceeding relating to this Debenture, or
for recognition and enforcement of any judgment in respect thereof, to the sole and exclusive
jurisdiction of the Courts ol the Province of British Columbia, Canada, sitting in Vancouver, and
appellate courts from any decision thereof;

(b) consents that any such action, suit or proceeding may be brought in such eourls and waives any
objection that it may now or hereafter have to the venue of any such action, suit or proceeding in
any such court or that such action, suit or proceeding was brought in an inconvenient court and
agrees not to plead or claim the same;

(c) appoints the Issuer as its authorized agent to accept and acknowledge on its behalf service of any
and all process which may be served in any action, suit or proceeding of the nature referred to
above; said designation and appointment shall, to the fullest extent permitted by Applicable Laws,
be irrevocable until this Debenture is terminated; if any such agent shall cease to act, the Guarantor
shall without delay appoint another such agent with an address in Vancouver, British Columbia and
shall promptly deliver to the Arranger on behalt of the Holder evidence in writing of such other
agent's acceptance of such appointment;
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(d) consents, to the fullest extent it may effectively do so under Applicable Laws, to process being
served in any action, suit or proceeding of the nature referred to above by mailing a copy thereof
by registered or certified air mail, postage prepaid, return receipt requested, to the address of the
party to whom it is addressed specified in or designated pursuant to Section 11.4(a} or by serving
a copy thereof upon the relevant agent for service of process referred to above at the address set
forth in respect of such agent in subsection (c) above (whether or not the appointment of such agent
shall for any reason prove to be ineffective or such agent shall accept or acknowledge such service);

(e) waives, to the fullest extent it may effectively do so under Applicable Laws, all claim of error by
reason of any such service and agrees, to the fullest extent it may effectively do so under Applicable
Laws, that such service (i) skall be deemed in every respect effective service of process upon a
party hereto in any such action, suit or proceeding and (ii) shall be taken and held to be valid
personal service upon and personal delivery to such party; and

() agrees that nothing contained herein shall affect the right of any parly hereto to serve process in
any otlier manner permitted by Applicable Laws.

11.4 Notices

All notices, reports or other communication required or permitted by this Debenture must
be in wiiting and shall be delivered by (a) personal delivery, (b) certified or registered mail (first class
postage pre-paid), (c) guaranteed overnight delivery by recognized national courier, or (d) facsimile
transmission or email transmission, addressed to the party to which the notice is to be given at its address,
facsimile number or email address for service herein (or to such other address which such party inay
subsequently designate by ten (10) calendar days’ advance written notice to the other party). Any notice,
consent, waijver, direction ot other communication made or given by personal delivery, courier or facsimile
transmission to the party to whom it was addressed as aforesaid shall be decmed to have been given and
received on the date on which it was so delivered at such address (if a Business Day, and if not, or received
after 4:00 p.m. local time, the next succeeding Business Day) or if sent by prepaid registered mail be deemed
to have been given and received on the fourth Business Day following the date of its mailing or if sent by
email transmission be decmed to have been given and received at the time of receipt unless actually received |
after 4:00 p.m. local time or on a date that does not fall on a Business Day at the point of delivery in which
case it shall be deemed to have been given and received on the next Business Day.

The address, facsimile or email address for service of each of the parties shall be as follows
or at such other address as a party may designate by ten (10) calendar days’ advance written notice to the
other party:

(a) if to the Issuer or any Guarantor;
1006503 B.C. L.

Suite 2390 - 1055 West Hastings Street
Vancouver, B.C. V6E 2E%

Canada
Attention; Nicholas Bozikis
email; nick{@hardycapital.com

with a copy to (which shall not constitute notice):



228

A-45
Michael, Evrensel & Pawar LLP
Suite 650, 669 Howe Street
Vaneouver, British Columbia VéC (B4
Attention: Ryan Patryluk
Telecopier No.: 604-669-1953
email: rpatryluk@meplaw.ca

(b tf'to the Holder:

eans Knight Capital Management Ltd,
1500-999 West Hastings Street
Vancouver, British Columbia V6C 2W2
Canada
Attention: Dillon Cameton
Telecopier No.: 604-669-0238
email: dcameron{@deanskaight.com

with a copy to (which shall not constitute notice):

Farris, Vaughan, Wills & Murphy LLP
25th Floor — 700 W. Georgia St.
Vancouver, British Columbia V7Y B3

Canada

Attention: Mitchell Gropper, Q.C.
Telecopier No.: 604-661-9349

email: mpgropper@farris.com

or the last address or telecopier number of the party concerned, notice of which was given in accordance
with this Scetion 11.4,

I 11.5 No Amendment or Waiver

Notwithstanding any other provisions of this Debenture, no amendment or waiver of any
provisions of this Debenture, nor consent to any departure by the Issuer therefrom, shall in any event be
effective unless the same shall be in writing and signed by an officer of the Holder, and then such
amendment, waiver or consent shall be effective only in the specific instance and for the specific purpose
for which given and shall not extend to or be taken in any manner whatsoever to affect any subsequent
breach or default or to affect the rights of the Holder resulting therefrom.

11.6 Further Assurances

The parties hereto shall at all tiines promptly do, make, execute, acknowledge, deliver, or
cause to be done, made, executed, acknowledged or delivered, all such further acts, deeds, agreements and
other instruments as may reasonably be required or desirable to give full foree and effect to the terms of
this Debenture and shall take such steps as may be reasonably within its power to implement the full extent
of this Debenture.
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11.7 Oral Agreements not Enforceable under Washington Law

ORAL AGREEMENTS OR ORAL COMMUNICATIONS TO LOAN MONEY,
EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE
NOT ENFORCEABLE UNDER WASHINGTON LAW,

[Remainder of page intentionally lefi blank]
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Exhibit A

Permitted Encambrances

“Permitted Encumbrances™ means the following types of Encumbrances:

(a)

(b)

(©)

(d)

(e)

statutory Encumbrances of landlords and Encumbrances of carriers, warehousemen, mechanics,
suppliers, material men, repairmen and other Encumbrances imposed by law incurred in the
ordinary course of business and Encumbrances for taxes, assessments or govertunental charges or
claims, in either case, for sums not yet overdue or being contested in good faith by appropriate
proceedings, if such reserve or other appropriate provision, if any, as shall be required by GAAP
shall have been made in respect thercof

Encumbrances incutred or deposits made in the ordinary course of business in connection with
workers® compensation, unemployment insurance and other types of soctal security, or to secure
the performance of tenders, statutory obligations, bids, trade contracts, leascs, government
conlracts, surety and appeal bonds, performance and return-of-money bonds and other similar

obligations (exclusive of obligations for the payment of borrowed money);

Encumbrances upon specitic items of inventory or other goods and proceeds of any Person securing
such Person’s obligations in respect of bankers® acceptances issued or created for the account of
such Person to facilitate the purchase, shipment or storage of such inventory or other goods;

Encumbrances encumbering deposits made to secure obligations arising from sfatutory, regulatory,
contractual or warranty requirements of the Issuer, including rights of offsct and setofT;

bankers® liens, rights of setoff and other similar Encumbrances existing solely with respect to cash
on deposit in one or more accounts maintained by the Issuer, in each case granted in the ordinary
course of business in favour of the bank or banks with which such accounts are maintained, sccuring
amounts owing to such bank with respect to cash manageinent and operating account arrangements,
including those involving pooled aceounts and netting arrangements; provided, however, that in no
case shall any such Encumbrances secure {either directly or indirectly) the repayment of any
Indebtedness (as such term is defined in the Debentures); '

leases or subleascs (or any Encumbrances related thereto)} granted to others that do not materially
interfere with the ordinary course of business of the Issuer;

any action, claim, lis pendens, certificate of pending litigation, attachment or judgment
Encumbrances which are being contested in good faith by appropriate proceedings;

easements, rights-of-way, restrictions and other similar charges or encumbrances not materially
interfering with the ordinary course of business of the Issuer;

zoning restrictions, building bylaws, ordinances, regulations, licenses, and other restrictions on the
use of real property or minor irregularities in title thereto, which do not materially impair the use
of such real property in the ordinary course of business of the Issuer and its Subsidiaries or the
value of such real property for the purpose of such business;

any right of expropriation, access and use and all other similar rights conferred upon or vested in
any Governmental Authority or agency imposed by law not materially interfering with the ordinary
course of business of the Issuer;
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. (k) any right reserved to or vested in any Governmental Authority or agency by law or by the terms of
any lease, grant or permit to terminate any such lcase, grant or permit not materially interfering
' with the ordinary course of business of the Issuet,

{)] any right of first refusal, right of first offer, option, contract or other agreement to sell an asset
existing on the date hereof and set forth in Schedule 4 to the Debenture Purchase Agreement; and

(m)  encumbrances securing Hedging Obligations entered into for bona fide hedging purposes of the
Issuer not for the purpose of speculation.
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Exhibit 3.8(d)

Form of Opinion of Issuer’s Counsel
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[DATE]

Deans Knight Capital Management Ltd., in its capacity as Arranger
Suite 1500, 999 West Hastings Street

Vancouver, BC VoC 2W2

Dear Mesdames and Sirs:

RE: 1006903 B.C. Litd.

1. SCOPE OF REVIEW

We have acted as counsel to 1006903 B.C Ltd. (the “Corporation”) in connection with the negotiation,
execution and delivery of a debenture purchase agreement (the “Debenture Purchase Agreement”) dated
», 2014 between the Corporation and Deans Knight Capital Management Ltd., in its capacity as arranger
(the “Arranger”), pursuant to which the Arranger, in its capacity as portfolio manager for the Investors (as
such term is defined in the Debenture Purchase Agreement) (the “Investors’), purchased secured
convertible debenturcs of the Corporation in the aggregate principal amount of ten million Dollars
($10,000,000), guaranteed, jointly and severally, by Shoeme Technologies Limited, A12345 Holdings, Inc.,
Gerler and Son, Ine, and Shoes.com, Inc.

1.1 This opinion is being provided pursuant to section 3.8(d) of the Debenture {as defined
below)., Capitalized terms used but otherwise not defined in this opinion have the same meaning herein as
arc ascribed thereto in the Debenture Purchase Agreement.

1.2 For the purposes of giving this opinion we have examined and reviewed executed copies
of the following documenis:

(a) the Debenturc in the aggregate principal amount of  Dollars ($e) (the “Debenture”) issued by the
Corporation in favour of e (the “Investor”); and

(b) the notice of conversion dated [ ] issued by the Investor to the Corporation pursuant to Section
4.1(c)(D) of the Debenture (the “Conversion Notice” and together with the Debenture, the
“Reviewed Documents™).

2, LEGAL SYSTEM

2.1 The scope of our review is restricted to and this opinion is rendered solely with respect to
the laws of the Provinee of British Columbia (the “Jurisdiction™), and the federal laws of Canada having
application therein as of the date hereof (collectively, “Applicable Laws”). The expression “BC Courts”
means the courts of the Province of British Columbia and the federal courts constituted in Canada, the
jurisdiction of which extends to disputes arising in the Jurisdiction.

3. RELIANCE AND ASSUMPTIONS

3.1 In the examination and consideration of the documents (including the Reviewed
Documents) required to deliver this opinion, we have assumed the genuineness of ail signatures thereto,
other than the signatures on behalf of the Corporation, the legal capacity of all individuals, the authenticity
of all documents submitted to us as originals, the conformity to authentic original documents of all
documents submitted to us as photostatted, telecopied, conformed or certified copies and the truth,
acctracy, currency and eompleteness of any information provided to us by public officials or otherwise
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conveyed to us by public officials, including, without limitation, the reliability of all search results obtained
by electronic transmission, of the indices and filing systems maintained by the public offices and registries
where we have searched, or enquired, or have caused searches or enquiries to be made.

32 We have assumed that each party to the Reviewed Documents (other than the Corporation)
(a) is a valid and subsisting corporation under its jurisdiction of incorporation, (b) has the necessary
capacity, power and authority to execute, deliver and perform its obligations under the Reviewed
Documents, (c) has taken all necessary corporate, statutory, regulatory and other action necessary to
authorize the execution, delivery and performance by it of the Reviewed Documents and (d) has duly
executed and delivered the Reviewed Documents and that such delivery has been properly made under all
applicable laws,

3.3 We have assumed that the Reviewed Documents have not been delivered subject to any
condition or escrow which has not been satisfied.

34 We have assumed the Reviewed Documents are the legal, valid and binding obligations of
the parties thereto (other than the Corporation), enforceable against such parties in accordance with their
respective terms.

3.5 We have assumed the identily and authority of any person acting or purporting to act in a
representative capacity (other than representatives of the Corporation) or as a public official.

3.6 For the purposes of this opinion, we have also examined such other records, certificates
and documents and have considered such questions of law and made such investigations and inquiries as
we have considered necessary or advisable for the purposes of this opinion, including the following:

(a) a Certificatc of Good Standing for the Corporation dated e and issued by the Registrar of
Companies for British Columbia (the “Certificate of Good Standing™);

(b) an officer's certificate (the “Officer’s Certificate™) of the Corporation attached hereto as Schedule
“A” attaching thereto a copy of the resolutions of the Board of the Corporation;

(c) the form of certificates for the Commmon Shares issuable upon conversion of the Debenture;

(d) as to the Corporation’s status as a reporting issuer in the Province of British Coliunbia the

Corporation’s profile as of @ on the System for Electronic Document Analysis and Retrieval
{SEDAR) maintained by the Canadian Securities Regulators and the list of reporting issuers in
default maintained by the British Columbia Securities Commission as of e (the “Reporting Issuer
Documents™); [NTD; include any other jurisdictions where the Common Shares are listed]

(e) a certificate of @ dated e in respect of the issued and outstanding share capital of the Corporation
(the “Transfer Agent Cerlificate’); and

(0 [a letter providing conditional approval from the [Exchange] (the *[Exchange]”) dated », pursuant
to which the [Exchange] has approved the listing of the Common Shares on the satisfaction of
cerlain conditions (the “Listing Conditions™) specified in that letter.]

37 ' We have assumed that any person invelved in any of the trades referred to below that is in
the business of trading in securities or advising as to the investing in or buying or selling of securities, holds
themselves out as being in the business of so trading or so-advising or acts as an underwriter or agent, is
duly registered as required under all Applicable Laws of any Governmental Authority relating to the
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distribution, issue, transfer, trading or purchase and sale in or of securities (collectively, “Applicable
Sceurities Laws™), and has complied with such laws or terms of registration.

3.8 In expressing the opinion in paragraph 4.1, we have relied exclusively upon the Certificate
of Good Standing,

3.9 In expressing the opinion in paragraph 4.2, we have relied exclusively upon the Transfer
Agent Certificate. ’
3.10 Tn expressing the opinions in paragraphs 4.6 and 4.7, we have assumed that the

representations and warranties of the Arranger in the Debenture Purchasc Agreement are true and correct
as of the date hereof,

3.11 Whenever our opinion herein with respect to the existence or absence of any agreement or
other instrument or any judgment, writ, injunction, decree, order, award or ruling is qualified by the
expression “to our knowledge” or “of which we are aware” or words to like effect, it is based solely on the
actual knowledge of our current partners and associate lawyers directly involved in, and obtained during
the course of, representing the Corporation in connection with the matters contemplated by the Reviewed
Documents, without having inade any special inquiries in this regard.

4, OPINION

Based upon and subject to the foregoing and subject to the qualifications hereinafter set
forth, we are of the opinion that:

4.1 The Corporation validly exists as a company under the Business Corporations Act (British
Columbia) (the “Aet™), and is, with respect to the filing of annual reporls, in good standing with the Office
of the Registrar of Companies for the Jurisdiction.

4.2 Based on the Transfer Agent Certificate, the authorized capital of the Corporation consists
of an unlimited number of Common Shares of which » (#) Common Shares are issued and outstarding,

4.3 The Common Shares have been duly and validly created, authorized, reserved and allotted
for issuance and are validly issued as fully paid and non-assessable shares of the Corporation,

4.4 The Company is a “reporting issuer” under Applicable Securities Laws, and is not noted in
defauit by the British Columbia Securities Commission [NTT}: include any other jurisdictions where the
Commeon Shares are listed],

4.5 fAs of the date hereof, the [Exchange] has approved the listing on the Exchange of the
Common Shares, subject to satisfaction of the Listing Conditions.]

4.6 The issuance of the Common Shares by the Corporation to the Tnvestor is exempt today
from the prospectus requirements of the Jurisdiction, and no other document is required to be filed, no
proceeding is required to be taken, and no approval, permit, consent, order or authorization of any regulatory
authority of the Jurisdiction is required to be obtained under Applicable Sccurilies Laws to permit the
issuance of the Common Shares by the Corporation.

47 The first trade of the Common Shares in the Jurisdiction will not be deemed fo be a
distribution and will not be subject to the prospectus requirements under Applicable Securities Laws
provided that:
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the Corporation is and has been a reporting issuer in a jurisdiction in Canada for at [east the four
months immediately preceding the first trade;

at least four months have elapsed from the “distribution date®, as that term is defined in National
Instrument 45-102 — Resale of Securities (“NI 45-102"), of the Debenture;

the certificate representing the Common Shares carries the legend, or an ownership statement
issued under a direct registration system or other electronic book-entry system acceptable to the

regulator, bearing a legend restriction notation, prescribed by section 2.5(2)(3)(i) of N1 45-102; and

at the time of such first trade:

(i) such frst trade is not a “control distribution™ as that term is defined in section 1.1 of NI
45-102;

(ii) no unusual effort is made to prepare the market or to create a demand for the Common
Shares,

(iif)  no extraordinary comission or consideration is paid to a person or company in respect of
such trade, and

(iv)  if the Investor is an insider of the Corporation, the Investor has no reasonable grounds to
believe that the Corporation is in default of “securities legislation” (as that term is defined
in National Instrument 14-101 — Definitions).

QUALIFICATIONS AND LIMITATIONS
The opinions expressed herein are subjeet to the following qualifications:

the effects of any applicable bankruptcy, winding up, liquidation, insolvency, fraudulent
preference, reorganization, moratorium or any other laws or judicial decisions of whatsoever nature
or kind affecting the enforcement of creditors' rights and remedies generally, including, without
limitation, the applicable provisions of the Bankruptcy and Insolvency Act (Canada), Winding-Up
and Restructuring Act (Canada), Companies' Creditors Avrangement Act (Canada) and Canada
Business Corporations Act,

general principles of equity which may apply to any proceeding, whether in equily or at law,
including, without limitation;

(i) the powers of a court to stay proceedings before it and to stay the execution of judgments
and to relicve from the conseguences of defaul;

(ii) the concepts of materiality, good faith and fair dealing;
(i)  equitable remedies, such as specific performance and injunctive relief, may only be
available in the discretion of a court and accordingly may not be avaifable as a remedy in

any particular circumstance; and

(iv)  principles limiting the availability of a remedy under a circumstance where the Investor
has elected another remedy;
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the ability to recover certain costs, fees and expenses in connection with litigation brought before
the BC Courts to enforce provisions of the Reviewed Documents is in the discretion of the BC
Couits and counsel fees are subject to taxation;

claims becoming barred under faws regarding limitation of actions;

determinations, calculations, demands, requests, instructions and acts made by the Investor in the
exercise of a discretion given to it, may not be enforceable if made or performed unreasonably or
arbitrarily, and may not be treated as conclusive notwithstanding contrary provisions in any
Reviewed Document;

limitations upon the right of the Investor to enforce anobligation on the basis of a default of a ininor
or non-substantive nature or having insubstantial consequences to the Investor;

although we are unaware of any facts which would lead us to believe that a vitiating factor such as
mistake, misrepresentation, duress or undue influence has occurred, the effect of such a vitiating
factor; and

in expressing the opinion in paragraph 4.7 with respect to the first trade of securities, such opinion
is subject to the qualifications that:

i) such trade is not a trade constituting a {ransaction or part of a series of transactions
involving a purchase and sale or repurchase and resale in the course of or incidental to a
distribution, as defined in the Applicable Securities Laws;

{ii) at the time of such trade, no orders, ruling or decision of any court, regulatory or
administrative body is in effect at any relevant time that restricts any trades in the securities
of the Corporation, that affects any person who engages in such trades or that has the effect
of preventing or restricting the applicable transaction; and

(i)  such trade is not made by a person or company in a “special relationship” with the
Corporation with knowledge of a “material fact” or “material change” which has not been
generally disclosed (as cach such terin is defined under Applicable Securities Laws),

RELIANCE LIMITATION

This opinion is given solely for the benefit of the addressees heteof, relates exclusively to

the transactions outlined above and may not be used, relied upon or distributed to any other person, other
than the Investor, or used in connection with any other transaction without our express priot written consent,
This opinion is given as of the date hereof and we diselaim any obligation ot undertaking to advise you of
a change in law or fact affecting or bearing upon the opinions rendered herein occurring after the date hereof
which may come or be brought to our attention.

Yours truly,
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Exhibit 3.8(¢)

Form of Accession Deed

Reference is made to the Shareholders® Agreement dated as of July 7, 2014, among 1006903 B.C, Ltd. (the
“Company”} and the Shareholders party thereto, as amended, supplemented or otherwise modified (the
“Shareholders’ Agreement™).

This Accession Deed dated the day of is being executed and
delivered pursuant to Section 3.8 or 4.1, as applicable, of the secured convert[b]e debenture of the Company
dated December 12, 2014 in the principal amount of § and registered to

. Capitalized terms used but not otherwise defined herein have the meanings
ascribed to such terms in the Shareholders’® Agreement.

The undersigned, a holder of Shares in the capital of the Company, hereby agrees to be bound by and benefit
from the terms and conditions of, and to becore a party to, the Shareholders’ Agreement (a copy of which
is attached Jtereto) as a Shareholder, as if the undersigned had been a party to such Agreement as of the date
thereof and such terms and conditions will enure to the benefit of and be binding upon the undersigned, its
successors and its permitted assigns. Notwithstanding the foregoing, the undersigned shall not be bound
by Article IX (Non-Competition) of the Shareholders’ Agreement.

The undersigned hereby acknowledges (a) receipt of a complete copy of the Shareholders® Agreement and
(b) that the undersigned has read and understands the provisions of the Shareholders’ Agreement.

The undersigned acknowledges and confirms that, prior to executing this Accession Deed, the Company
requested the undersigned to obtain independent legal advice with respect to the undersigned’s rights and
obligations under the Sharchalders’ Agreement. The undersigned confirms and agrees that (a) the
undersigned has executed this Accession Deed on the undersigned’s own volition and without any duress
whatsoever from the Company, the other Shareholders or any other Person and (b) if the undersigned did
not obtain legal advice prior to executing this Accession Deed, the undersigned will not in any proceeding
relating to the enforcement of rights or obligations under the Shareholders’ Agrecment raise that fact as a
defence or otherwise.

The undersigned’s contact particulars for the purposes of the records of the Company are as follows:

[Name]
[Address]
[Fax]
[E-mail]

IN WITNESS WHEREOQF, the undersigned has executed this Accession Deed on the date first noted
above,

[[Tf a corporation:]
[insert name of acceding sharcholder]

Per:

Name:
Title:]
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[[If an individual:}

Signed, Sealed and Delivered in the presence
oft

finsert name of acceding sharehoider]

Witness

Name:
Address:]

Aeknowledged and Agreed:

1046903 B.C, LTD,

By:
Name:
Title:

ROGER ITARDY CAPITAL CORPORATION INC.

By:
Naime:
Title;

Date:

PELECANUS INVESTMENTS LTD.

By:
Name;
Title:

[Such other person as is a party to the Shareholders Agreement at the date of this Accession Deed

By:
Name:
Title:]
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SCHEDULE A
Prepayment Notice
1006903 B.C, Lid.
SECUREID CONVERTIBLE DEBENTURES
PREPAYMENT NOTICE

To: Holders (the “Holders™) of the Secured Convertible Debentures (the “Debentures™) of 1006903 B.C.
Lid. (the “Issuer™) ,

Note: All capitalized terms used herein have the meaning ascribed thereto in the debenture purchase
agreement dated December 12, 2014 among the Issuer and Deans Knight Capital Management Ltd. unless
otherwise indicated, All references to ¥ shall be to lawful money of Canada, unless otherwise indicated.

Notice is hereby given pursuant to Section 3.4 of each of the Debentures that the aggregate principal amount
of the Debentures outstanding will be prepaid on (the “Prepayment Date™), upon
payment of the Principal Sum and all accrued and unpaid Interest thereon to but excluding the Prepayment
Date (collectively, the “Total Prepayment Price”).

Attached hereto is an Officers’ Certificate certifying that the Current Market Price as at the Trading Day
ending three (3) Trading Days before the date of this Prepayment Notice was not fess than one hundred and
seventy-five percent {175%) of the Conversion Price.

The Total Prepayment Price will be payable upon presentation and surrender of the Debentures to be prepaid
at

The Interest upon the Principal Sum shall cease to be payable from and after the Prepayment Date, unless
payment of the Total Prepayment Price shall not be made on presentation for surrender of such Debentures
at the above office on or afler the Prepayment Date,

Pursuant to Section 3.4 of each of the Debenture, the Issuer hercby irrevocably elects to satisfy its obligation
ta pay the Principal Sum by issuing and delivering to the Holders that number of Common Shares obtained
by dividing the Principal Sum by the Conversion Price in effect at the close of business on the Business
Day immediately preceding the Prepayment Date, together with payment in cash of accrued and unpaid
Interest, if any, up to the Prepayment Date.

Upon presentation and surrender of the Debentures for payment on the Prepayment Date, the Issuer shall,
on the Prepayment Date, make the delivery to the Arranger, for delivery to and on account of each of the
Holders, of certificates representing the Common Shares to which each of the Holders is entitled.

DATED:

10069903 B.C. Ltd.

By
its:




This is EXHIBIT “C” referred to in the Affidavit of
DILLON CAMERON sworn before me at Vancouver
this 27¢ day February, 2017.

il
L7V ¥ R prefissiererfor taking
Affidadits within British Columbia




242

GENERAL SECURITY AGRELMIEENT

THIS SECURITY AGREEMENT is made as of the 12" of December, 2014,

BETWEEN;

SHOEME TECHNOLOGIES LIMITED, a company geverned by the
Canada Busipess Corporations Aer, 4th TFloor - 1500 West Georgia
Street, Vancouver, British Columbia, V6G 276

(the “Debtor”)

AND:

DILANS KNIGHT CAPITAL MANAGEMENT LTD., a corporation
governed by the Canada Business Corporations Act, 1500 - 999 West
Hastings Street, Vancouver, British Columbia, V6C 2W2, in its capacity
as Collateral Agent {as defined below)

RECITALS:

A, Pursuant fo a  Debenture  Purchase  Agreement  dated the date  hereof
(the “Debenture Purchase Agreement™) between 1006903 B.C, Lid. (the “Parent”) and Deans
Knight Capital Management Ltd. (“Deans Knight”), acting as portfolio manager on behall of
certain investors (the “Holders™), Deans Knight has committed to purchase secured convertible
debentures” of the Parent (each a “Debenture” and collectively, the “Debentures”) in the
aggregale principal amount of ten million Canadian doilars (Cdn$10,000,000) on the security of,
inter alig, a general security agreement charging all of the Debtor’s present and after acquired
personal property, assels and undertaking,

B. Pursuant to a collateral agency agreement dated the date hereof among the Parent, Deans Knight
and the Holders, Deans Knight has been appointed as eoilateral agent for and on behalf of the
Holders (in such capacity, the “Collateral Agent™).

C. .The Debtor wishes to entet into this general security agreement (this “Security Agreement”) to
provide for the terms upon which the Debtor is prepared to grant to the Collateral Agent (as
collateral agent for the benefit of the Holders), as general and continuing collateral security, a
security interest in all of the personal property, assets and undertaking of the Debtor to secure
payment and performance of the Obligations (as defined below).

1. Security Interest

1.1 For pood and valuable consideration and as gemeral and continuing security for the

payment and performance of all indebtedness, liability and obligations of the Debtor under or in
connection with the Debentures of the Parent issued to the Holders, including all indebtedness, liability
and obligations of the Parent to the Holders under or in connection with the Debentures, whether present
or future, and any ultimate balance thereof {all of which indebtedness, liability, and obligations are herein
collectively called the “Obligations™), the Debtor, subject to the exceptions set out in Section 2 hereof,
hergby mortgages, charges, pledges and assigns to the Collateral Agent, and grants to the Collateral Agent
a security inlerest in, all the Debtor’s right, title and interest in and to all presently owned or held and after
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2.

acquired or held personal property, assets and undertaking of the Debtor, of whatever nature or kind and
wheresoever situate and all proceeds derived directly or indirectly thereof and therefrom, and all
substitutions therefor and aceretions thereto including, without limiting the generality of the foregoing:

(a)

(b)

(e)

(d

(e)

&)

(8)

Equipment - all equipment, including, without limiting the generality of the foregoing,
all machinery, tools, fixtures, furniture, furnishings, chattels, motor vehicles, vessels and
other tangible personal property that is not Inventory, and all parts, components,
attachments, accessories, accessions, replacements, substitutions, additions and
improvements to any of the foregoing (all of which is herein collectively called the
“ILgquipment™);

Inventory - all inventory, including without limiting the generality of the foregoing,
goods acquired or held for sale or lease or furnished or to be furnished under contracts
of rental or service, all raw materials, work in process, finished goods, returned goods,
repossessed goods, and all packaging materials, supplies and containers relating to or
used or consumed in connection with any of the foregoing (all of which is herein
collectively called the “Inventory™);

Accounts - all debts, accounts, claims, monies and choses in action which now are, or
which may at any timme hereafler be, due or owing to or owned by the Debtor and all
books, records, documents, papers and electronically recorded data recording,
evidencing or relating to the said debts, accounts, ¢laims, monies and choses in action or
any part thereof (all of which is herein collectively called the “Accounts™);

Other Personal Property - all documents of title, chaitel paper, insiruments, securities
and money, and all other goods of the Debtor that are not Equipment, Inveniory or
Accounts;

Shares of Subsidiaries — all right, title and interest .of the Debtor in and to the shares of
any Subsidiary (the “Shares™ and any and all accretions, additions, accessions,
substitutions and replacements thereto or therefor (the Shares and such accretions,
additions, accessions, substitutions and replacements herein collectively called the
“Securitics™), together with all money, income, proceeds and benefits, of every nature
and kind whatsoever, now or at any time hereafter due, owing, payable or aceruing on,
under or in respect of the Securities or otherwisc attributable or accruing thereto,
including, without limitation, all distributions of earnings or capital (including, without
limitation, all dividends in cash and dividends in kind, liquidating dividends, stock
dividends, new security or other propetties or benefits to which the Debtor is or may
hereafter become entitled to receive on account of the Securities and all payments by
way of reduction of capital);

Intangibles - all contractual rights, licenses, goodwill, patents, trademarks, trade names,
copyrights and other inteliectual property of the Debtor, all other choses in action of the
Debtor of every kind which now are, or which may at any time hereafter be, due or
owing to or owned by the Debtor, and all other intangible property of the Debtor that is
not Accounts, chattel paper, instruments, documents of title, securities or money; and

Proceeds - ali proceeds derived directly or indirectly from any use or dealing with the
collateral referred to in subsections (a) through (f) hereof including, without limiting the
generality of the foregoing, proceeds of sale, lease or other dispositions of any such
collateral, proceeds of a kind similar to the above described items, and money, cheques
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or deposit accounts in deposit taking imstitutions (herein collectively referred to as
“Procceds™).

and for the same consideration, the Debtor hereby mortgapes, charges, pledges and assigns, as and by way
of a floating charge, all of the Debtor’s other properties, assets and undertaking for the time being and
from time to time, real and personal, moveable and immoveable, both present and future, now owned or
lereafter acquired of whatsoever nature and kind and wheresoever situate. :

{All of the foregoing mentioned property is herein collectively refetred to as the “Collateral™).

2. Exceptions
2.1 The charges and Security Interests granted hereunder shall not extend to the last day of

the term created by any lease or agreement therefor but the Debtor shall stand possessed of the reversion
thereby remaining upon trust to assign and dispose thercof o any third party as the Collateral Agent shall
direct in the course ol any enforcement of the Security Interests hereby created or any realization on all or
any portion of the Collateral.

22 There shall be exciuded from the Security Interests hereby created any consumer goods
of the Debtor,

3. Continuing Secured

3.1 This Security Agreement and the Security Interests hereby created are in addition to and

not in substitution for any other Security Interest now or hereafter held by the Collateral Agent from the
Debtor or from any other Person whomsoever,

4, Unlimited Liability Shares

4.1 Notwithstanding any other provision in this Security Agreement, to the extent that any
shares (the "Unlimited Liability Shares") in an unlimited liability company formed under the laws of the
Province of British Columbia (an "Unlimited Company™) constitute Collateral, unless the Collateral
Agent otherwise approves, the Collateral Agent shall not become or be deemed to become a member or
shareholder, or obtain or have the right to obtain any other indicia of ownership of any Unlimited
Company, and no provision in this Security Agreement (except this Section 4) or actions taken by any
Collateral Agent pursuant to this Security Agresment which might provide or be deemed to provide
otherwise, in whole or in part, shall, without the express written consent of such Collateral Agent, apply
in respect of Unlimited Liability Shares. For the avoidance of doubt, and except as otherwise provided in
the last sentence of this Section 4.1 and except with the approval of the Collateral Agent, no provision of
this Security Agreement or actions taken by such Collateral Agent pursuant to this Secwrity Agreement
shall apply or be deemned to apply so as to cause the Collateral Agent to be, and the Collateral Agent shall
not be or be deemed to be, or entitled to:

(a) be registered as a shareholder or member, or apply to be registered as a shareholder or
member, of any Unlimited Company;

(b) request or assent to a notation being entered in the Collateral Agent's favour in the share
register in respect of Unlimited Liability Shares;

(c) hold itself out as a shareholder or member of any Unlimited Company; or
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{d) act or purport to act as a member of any Usnlimited Company, or obtain, exercise or
attempt to exercise any rights of a shareholder or member, including the right to attend a
meeting of, ot to vote any Unlimited Liability Shares or Lo be entitled to receive any
distribution in respect of Unlimited Liability Shares.

4.2 The foregoing limitation shall not restrict the Collateral Agent from cxercising the rights
which the Coilateral Agent is entitled to exercise hereunder in respect of any Unlimited Liability Shares
constituting Collateral at any time that the Collateral Agent shall be entitled to realize on all or any
portion of the Callateral.

5, Investment Property and Securities

5.1 If the Coliateral at anytime includes investment property which is or is to be credited to a
securities account established by the Debtor with a securities intermediary, the Debtor shall notify the
Collateral Apent and, at the written request of the Collateral Agent, shall procure that the relevant
securities intermediary shall enter into an agreement with the Collateral Agent which inciudes such terms
as may be required by the Collaleral Agent to ensure that the Collateral Agent has exclusive control aver
all invesiment property held in the relevant securities account following the occutrence of an Event of
Default that is continuing including, but not limited to, an agreement of the securitics intermediary that it
will comply with entitlement orders that are originated by the Collateral Agent without the further consent
of the Debtor. If the Collateral at any time includes securities for which a certificate (including, withaut
limitation, any certificate representing a stock dividend or a distribution in connection with any
reclassification, increase or reduction of capital) is or may be issued to the Debtor, al the written request
of the Collateral Agent, the Debtor will deliver the certificates representing the same to the Collateral
Agent together with stock powers of allorney in form sufficient for such securities to be transferred on the
books of the issuer thereol, Upon the enforcement of the Security Interests granted hereunder, the Debtor
authorizes the ‘Collateral Agent to transfer the same or any part thereof into its own name or that of its
nominee(s) so that the Collateral Agent or its nominee(s) may appear on record as the sole owner thereof,

52 So long as no Event of Default has occurred and is continuing, the Debtor will be entitled
to vote or refrain from voting the Securities at any meeting, whether special or general, at which the
holder of the Securities is entitled to vote and will be entitled to take part in or consent to or refrain from
taking part in or consenting o any corporate or members' action which the holder of the Securities is
entitled to take part in or consent to; provided that:

{a) the Dehtor has given the Collateral Agent not less than five (5) Business Days' prior
notice of the manner in which the Debtor intends to exercise, or the reasons for
refraining from exercising, any such right to vote or to take part in or consent to any
such corporate action;

{0 the exercise of such right to vote or to take part in or consent to any such corporate
action would not result in a contravention of any covenant or agreement of the Debtor to
the Collateral Agent, or under any ather agreement evidencing or securing any of the
Obligations; and

() the exercise of such right to vote or to take part in or consent to any such corporate
action would noi, in the opinion of the Collateral Apent, have a Material Adverse Effect
on the value of the Collateral or any part thereof.

53 Upon the occurrence and during the continuance of any Event of Default, all rights of the
Debtor pursuant to Section 5.2 will cease and the Collateral Agent will be entitled (whether or not the
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Securities are registered in the name of the Collateral Agent or its nominee) to vote or refrain from voting
or direct the Debtor or any other person as the Collateral Agent may appoint to vote or refiain from voting
the Securities at any meeting, whether special or general, at which the holder of the Securities is entitled
to vote and will be entitled to take part in or consent to or refrain from taking part in or consenting to or
direct the Debtor or any other person as the Collateral Agent may appoint to take part in or consent to or
refrain from taking part in or consenting fo any corporate action which the holder of the Securities is
entitled to take part in or consent to and the Debtor hereby irrevocably constitutes and appoints the
Collateral Agent and any other person appointed by the Collateral Agent as its trus and lawful attorney in
fact and agent for, in the name of and on behalf of the Debtor, to vote upon the Securities or to take part
in or consent to any such corporate action, and when so acting or refraining from acting, neither the
Collateral Agent nor any person appointed by the Collateral Agent will incur any liability or
responsibility of any kind whatsoever to the Debtor.

5.4 Subject to Section 15.2, if any money, income, proceed or other benefit, of any nature or
kind whatsocver, is received by the Debtor in respect of any of the Securities, the Debtor will receive such
money, incotne, proceeds or other benefit in trust for the Collateral Agent, will segregate such money,
income, proceeds ot other benefit from the Debtor's other property or funds and will forthwith upon
receipt thereof assign, transfer, set over and deliver the same to the Collateral Agent to be held by the
Collateral Agent hereunder as general and continuing security to secure payment and performance of the
Obligations,

0. Contractual Rights

6.1 In the event the wvalidity and effectiveness of the charge over any of the Collateral
requires the consent, approval or waiver of a third Person in order to be effective as against such third
Pergan, the charge with respect to any such Collaterat shall be effective as against the Debtor and all
Persons other than such third Person and shall be effective as against such third Person when the
applicable consent, approval or walver is obtained, retroactively, to the fullest extent Jegally possible, to
the later of the date hereof or the date such consent, approval or waiver is obtained or becomes effective,
as applicable, and until such consent, approval or waiver is oblained, the Debtor shall (subject to the other
terms hereof) stand possessed of such Collateral upon trust to assign and dispose thereof as the Holder
shall for such purposes direct.

7. Composite Mortpage

7.1 This Security Agreement is a composite mortgage and security agreement covering the
Collateral of the Debtor located in various jurisdictions and, as to portions of the Collateral located in
such separate jurisdictions, this Security Agreement shall be a separate mortgage and security agreement
enforceable against the Debtor without regard to the application of this Security Agreement to portions of
the Collateral located in other jurisdictions, All provisions hereof shall be applicable separately to the
portions of the Collateral located in each sepavate jurisdietion with the same effect as if a separate
mortgage and security agreement with respect thereto had been executed and delivered by the Debtor to
the Collateral Agent. Upon the reasonable request of the Collateral Agent, the Debtor shall prepare,
execute and deliver, at the Debtor's expense, a separate mortgage and security agreement covering the
portion of the Collateral located in any such jurisdiction or jurisdictions, such separate mortgage and
security agreement to be substantially in the form hereof except for such modifications as shall be
required by the fact that such mortgage and security agreement relates only to the property of the Debtor
localed in such jurisdiction or jurisdictions or as may be required by the Collateral Agent in connection
therewith,
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8 British Colwmbia Iloating Charges
8.1 For greater certainty, it is horeby confirmed that if and to the extent the Debtor has any

interest in any rveal property in the Province of British Columbia, the floating charge created hereby is a
floating charge within the meaning of Section 203 of the Land Tifle Act (British Columbia) and does not
become a fixed charge on specific land until the oceurrence of an Event of Default or until the Collateral
Agent has made demand for payment of the Obligations and becomes a fixed charge on the interest of the
Debtor in lands immediately upon the occurrence of such Event of Default or such demand is made.

g, Reg‘ istration
8.1 The Debtor will assist the Collateral Agent to ensure that this Security Agreement and all

such supplementary and corrective instruments and all additional mortgage and security documents
executed and deliverad by the Debtor to the Collateral Agent, and all documents, caveats, security notices
and flinancing statements in respect thereof, are promptly filed and re-filed, registered and re-registered
and deposited and re-deposited, in such manner, in such offices and places, and at such times and as often
as may be required by Applicable Laws or as may be necessary or desirable to perfect and preserve the
charge over the Collateral and the rights conferred or intended to be conferred upon the Collateral Agent
by the charge over the Collateral and will promptly provide the Collateral Agent with evidence
{satisfactory to the Collateral Agent) of such filing, registration and deposil.

10, Prohibitions

10.1 Without the priot written consent of the Collateral Agent, the Debtor shall not and sball
not have power fo create or permit to exist any Security Interest against any of its property, assets, or
undertakings which ranks or could in any event rank in priority to or pari passu with any Securily Interest
created by this Security Agreement; cther than Permiitted Encumbrances.

11. Attachment
1.1 The Debtor acknowledges that the Security Interests hereby created attach upon the

execution of this Secwrity Agreement (or in the case of any after acquired property, upon the date of
acquisition thereof), that value has been given, and that the Debtor has, or in the case of after acquired
property will have, rights in the Collateral.

12, Representations and Warranties

121 The Debtor represents and warrants that this Security Agreement is granted in accordance
with resolutions of the directors (and of the shareholders as applicable) of the Debtor and all other matters
and things have been done and performed so as to authorize and make the exccution and delivery of this
Security Agreement, and the performance of the Debtor’s obligations hereunder, legal, valid and binding.

12.2 The Debtor represents and warrants that unless otherwise diselosed to the Collateral
Agent, the Debtor lawfully owns and possesses all presently held Collateral, free from all Security
Interests save only Permitted Encumbrances, and the Debior has good right and lawful authority o grant a
Seeurity Interest in the Collateral as provided by this Security Agreement,

13, Covenants of the Debtor

131 The Debtor covenants that at ail times while this Security Agreement remains in effect,
the Debtor will:
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(d)
(e)

e

(g)

(h)
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defend the title to the Collateral for the benefit of the Collateral Agent against the clauns
and demands of all Persons, subject only to Permitted Encumbrances;

fully and effectually maintain and keep maintained the Security Interest hereby created
valid and effective;

maintain insurance on the Collateral with an insurer, of kinds, for amounts and payable
to such Person or Persons, all as the Collateral Agent may reasonably require and is
sustomary in the industry and provide such proof of insurance as the Collateral Agent
may reasonably require;

maintain the Collateral in good order and repair;
forthwith pay:

(i) all taxes, assessments, rates, duties, levies, government fees, claims and dues
lawlully levied, assessed or imposed upon it ar the Cellateral when due, unless
the Debtor shall in good faith contest its obligations so to pay and shall furnish
such security as the Collateral Agent may require; and

ii all Security Inferests which rank or could in any event rank in priority to or pari
¥ M P ¥ p
passu to any Security Interest created by this Security Agreement, other than
Permitted Encumbrances;

subject to Section 20,1, forthwith pay all reasonable costs, charges, expenses and legal
fees and disbursements (on a solicitor and his own elient basis) which may be incurred
by the Collateral Agent in:

(i) inspecting the Collateral;

(i negotiating, preparing, perfecting and registering this Security Agreement and
other documents, whether or not relating to this Security Agreement;

(i)  investigating title to the Collateral;

(iv)  taking, recovering, keeping possession of and insuring the Collateral (but only to
the extent the Debior fails to insure the Collateral as provided herein); and

{v) all other actions and proceedings taken in connection with the preservation of the
Collateral and the enforcement of this Security Agreement and of any other
Securily Interest held by the Collateral Agent as security for the Obligations;

at the Collateral Agent’s request at any time and from time to time execute and deliver
such further and other documents and instruments and do all acts and things as the
Collateral Agent, acting reasonably, may require in order to confirm and perfect, and
maintain perfection of, the Security Interests and charges hereby created in favour of the
Collateral Agent upon any of the Collateral;

notify the Collateral Agent promptly oft



g o

249

-8
{i) any change in the information contained herein relating to the Debtor, its address,
its business or the Collateral;
{ii) the details of any material sale or other disposition of any of the Collateral;
(iliy  any maierial loss of or damage to the Collateral;
(iv)  any material default by any account debtor in payment or other performance of
his obligations to the Debtor with respect to any Accounts; and
{v) the return {o or repossession by the Debtor of the Collateral where such return or
repossession of the Collaieral is material in refation to the business of the Debtor;
{1) prevent the Caollateral, other than Tnventory sold, leased, or otherwise disposed of as
permitted hereby, from being or becoming a fixture not covered by this Security
Agreement;
)] permit the Collateral Agent and its representatives, at reasonable times during regular

business hours after reasonable notice not exceeding two {2) Business Days, access to
all its property, assets and undertakings and to all its books of account and records for
the purpose of inspection and render all assistance necessary for such inspection; and

(k) deliver to the Collateral Agent from time to fime promptly upon written request:

(i)

any documents of title, instruments, securities and chattel paper constituting,
representing or relating to Collateral,

(ii) all books of account and all records, ledgers, reports, correspondence, schedules,
docunents, statements, lists and other writings relating to the Collateral for the
purpose of inspecting, auditing or copying the same;

(iif)  all financial statements prepared by or for the Debtor regarding the Debtor’s
business;

(iv) all policies and certificates of insurance refating to the Collateral; and

(v) such information concerning the Collateral, the Debtor and the Dehtor’s business
and affairs as the Collateral Agent may require,

14, Performanee of Obligalions
14.1 If the Debtor fails to perform its obligations hereunder, the Coflateral Agent may, but

shall not be obliged to, perform any or all of such obligations without prejudice to any other rights and
remedies of the Collateral Agent hereunder, and any payments made and any costs, charges, expenses and
legal fees and disbursements (on a solicitor and his own client basis) incurred in connection therewith
shall be payable by the Debtor to the Collateral Agent forthwith on written demand with interest until
paid at the highest rate borne by any of the Obligations and such amounts shall be a charge upon and
Secuity Interest in the Collateral in favour of the Coflateral Agent prior to all claims subsequent to this

Security Agreement,
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15, Restrictions on Sale or Disposal of Collateral
15.1 Except as herein pravided, without the prior written consent of the Collateral Agent, the
;;: Debtor will not:
)] sell, lease or otherwise dispose of the Collateral;
1 .
(b) ~ release, surrender or abandon possession of the Collateral other than worn out or
: obsolete Equipment; o
(c) move or transfer the Collateral from its present {ocation.
152 Provided that the Debtor is not in defanlt under this Security Agreement, at any time
without the consent of the Collateral Agent, the Debtor may make Permitted Dispositions of itams in the
Collateral.
16, Default
[6.1 The Debtor shall be in defauit under this Security Agreement upon the occurrence of an

Event of Default, unless waived in writing by the Collateral Apent.

17, Enforcement
17,1 The Collateral Agent may demand payment at any time of any or all of the Obligations

that are payable on demand (whether or not the Debtor is in default under this Security Agreement) and
upon an Event of Default, the Collateral Agent may declare any or all of the Obligations not payable on
; demand to become immediately due and payable and upon said demand or declaration being made the
security hereby constituted will immediately become enforceable. To enforce and realize on the security
constituted by this Security Agreement, the Collateral Agent may take any action permitted by law or in
equity, as it may deem expedient, and in particular without limiting the genervality of the foregoing, the
Collateral Agent may do any of the following: :

LA

e T e ey T irer Sl

(a) appoint by instrument a receiver, receiver and manager or receiver-managet (the person

so appointed is herein called the “Receiver”) of the Collateral, with or without bond as
iy the Collateral Agent may determine, and from time to time in its absolute discretion
5 remove such Receiver and appoint another in its stead;

(b) enter upon any premises of the Debtor and take possession of the Cotlateral with power
to exclude the Debtoy, its agents and its servants therefrom, without becoming lizble as a
mortgagee in possession;

() preserve, protect and maintain the Collateral and make such replacements thereof and
i vepairs and additions thereto as the Collateral Agent may deem advisable;
(d) sell, lease or otherwise dispose of all or any part of the Collateral, whether by public or

private sale or lease or otherwise, in such manner, at such price as can be reasonably
obtained therefore and on such terms as to credit and with sueh conditions of sale and
stipulations as to title or conveyance or evidence of title or otherwise as the Cellateral
Agent may deem reasonable, provided that if any sale is on eredit the Debtor will not be
8 entitled to be crediled with the proceeds of any such sale, lease or other disposition until
: the monies therefore are nctually received,
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(e) transfer at any time to itself or its nominee the Securities or any part thereof and to have
the Securities or any part thereof registered in its name or in the name of its nominee;

(H exercise any option or right which the holder of any of the Collateral may at any time
have; and :
(g) - exercise all of the rights and remedies of a secured party under the Act.
17.2 A Receiver appointed pursuant to this Security Agreement shall be the agent of the

Debtor and not of the Collateral Agent and, to the extent permitted by Applicable Laws or to such lesser
extent permitied by its appointment, shall have all the powers of the Collateral Agent hereunder, and in
addition shall have power to carry on the business of the Debtor and for such purpose from time to time to
borrow money either secured or unsecured, and il secured by a Security Interest on any of the Collateral;
such Security Interest may rank before or pari passu with or behind any Security Interest created by this
Security Agreement, and if it does not so specify such Security Interest shall rank before the Security
Interests created by this Security Agreement,

17.3 Subject to the claims, if any, of the creditors of the Debtor ranking in priority to this
Security Agreement, all amounts realized trom the disposition of Collateral pursuant to this Security
Agreement will be applied as the Collateral Agent, in its absolute discretion, may direct as follows;

{a) in payment of all costs, charges and expenses (including legal fees and disbursements on
a solicitor and his own client basis) incurred by the Collateral Agent in connection with
or incidental to:

i the exercise by the Collateral Agent of all or any of the powers granted to it
Y : M p
pursuant to this Security Agreement; and

(i) the appointment of the Receiver and the exercise by the Receiver of all or any of
the powers granted to it pursuant to this Security Agreement, including the
Receiver's reasonable remuneration and all outgoings properly payable by the
Receiver;

)] in or toward payment to the Collateral Agent of all principal and other monies (except
interest) due in respect of the Obligations; and

{c) in or toward paymient to the Collaleral Agent of all interest remaining unpaid in respect
of the Obligations.

Subject to Applicable Laws and the claims, if any, of other creditors of the Debtor, any surplus will be
paid to the Debtor,

17.4 The Debtor hereby agrees to cooperate fully with the Collateral Agent in order to permit
the Collateral Apeni to sell, transfer or otherwise realize on the Collateral in accordance with the terms
hereof, Without limiting the generality of the foregoing, the Debtor agrees to fully comply with
Applicable Securities Laws and to take such action as mnay be necessary to permit the Collateral Agent to
sell, transfer or otherwise realize on the Securities in compliance with such laws.
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18, Deficiency
18.1 If the amounts realized from the disposition of the Collateral are not sufficient to pay the

Obligations in full, the Debtor will immediately pay to the Collateral Agent the amount of such
deficiency.

19, Rights Cumulative
19.1 All rights and remedies of the Collateral Agent set out in thig Security Agreement are

cumulative and no right or remedy contained herein is intended to be exclusive but each will be in
addition to every other right or remedy contained herein or in any existing or futute security agreement or
now or hereafler existing at law, in equity or by statute, or pursuant to any other agreement between the
Debtor and the Collateral Agent that may be in effect from time to time.

20, Liability of Collateral Agent
20.1 The Collateral Agent shall not be responsible or liable for any debts contracted by it, for

damages to Persons or property or for salaries or non-fulfilment of contracts during any peried when the
Collateral Agent shall manage the Collateral upon entry, as herein provided, nor shall the Collateral
Agent be liable to account as mortgagee in possession or for anything except actual receipts or be liable
for any loss on realization or for any default or omission for which a mortgagee in possession may be
tiable. The Collateral Agent shall not be bound to do, observe or perform or to see to the observance or
performance by the Debtor of any obligations or covenants imposed upon the Debtor nor shall the
Collateral Agent, in the case of securities, instruments or chattel paper, be obliged to preserve rights
against other persons, nor shall the Collateral Agent be obliged to keep any of the Collateral identifiable.
The Debtor hereby waives any applicable provision of law permitted to be waived by it whieh imposes
higher or greater obligations upon the Collateral Agent than aforesaid. The responsibility of the
Collateral Agent in regard to the Securities will be limited to exercising the same degree of care which it
gives to its own valuable property,

21, Appointment of Attorney

21.1 The Debtor hereby irrevocably appoints the Collateral Agent or the Receiver, as the case
may be, with full power of substitution, to be the attorney of the Debtor for and in the name of the Debtor
to sign, endorse or execute under seal or otherwise any deeds, documents, transfers, cheques, instruments,
demands, assignuments, assurances or consents that the Debtor is obliged to sign, endorse or execute and
generaily to use the name of the Debtor and to do all things as may be necessary or incidental to the
exeteise of all or any of the powers conferred on the Collateral Agent or the Receiver, as the case may be,
pursuant to this Security Agreement, provided that the Collateral Agent shall not be entitled to perform
any act under such appointment before the occurrence of an Event of Default, The foregoing appointment
and power of atlorney is coupled with an interest and will not be revoked by the bankruptey or insolvency
of the Debtar and the Debtor hereby ratifies and confirms and agrees to ratify and confirm-all that the
Collateral Agent or any person appointed by the Collateral Agent, as attorney in fact and agent for, in the
naine of and on behalf of the Debtor, may lawfully do or cause to be done by virtue of this appointment.

22, Accounts

22.1 Notwithstanding any other provision of this Security Agreement, the Collateral Agent
may collect, realize, sell or otherwise deal with the Accounts or any part thereof in such manner, upon
such terms and conditions and at such time or times, after an Event of Default, as may seem to it
advisable, and without notice to the Debtor, except in the case of disposition after an Event of Defanlt and
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then subject to the provisions of Part 5 — Rights and Remedies on Default of the Act. All monies or other
forms of payment received by the Debtor in payment of any Account will be received and held by the
Debtor in frust for the Collateral Agent.

23, Appropriation of Payments
23.1 Any and all payments made in respect of the Obligations from time to time and monies

realized from any Security Interests held therefor (including monies colleeted in accordance with or
realized on any enforeement of this Security Apreement) may be applied to such part or parts of the
Obligations as the Collateral Agent may see fit, and the Collateral Agent may at all times and from time
to time change any appropriation as the Collateral Agent may see fit.

24, Liability to Advance

24.1 None of the preparation, execulion, perfection and registration of this Security
Agreement or the advance of any monies shall bind the Collateral Agent to make any advance or loan or
further advance or loan, or renew any Security Agreement or extend any time for payment of any
indebtedness or liability of the Debtor to the Collateral Agent.

25, Waiver
251 The Collateral Agent may from time to time and at any time waive in whole or in part

any right, benefit or default under any elause of this Security Agreement but any such waiver of any right,
benefit or default on any occasion shall be deemed not to be a waiver of any such right, benefit or defauft
thereafter, or of any other right, benefit or default, as the case may be, No delay or omission by the
Collateral Agent in exercising any right or remedy herein or with respect to the Obligations shall operate
as a waiver thereof.

26, Notice

26.1 Any notice, consent, waiver, direction or other communication required or permitted to
be given under this Sccurity Agreement by any party hereto to the other party shall be in writing and shall
be delivered by (a) personal delivery, (b) certified or registered mail (first class postage pre-paid), (c)
guaranteed overnight delivery by reeognized national courier, or (d) facsimile transmission or email
transmission, addressed to the party to which the notiee is to be given at its address, facsimile number or
email address for service hetein {or to such other address which such party may subsequently designate
by ten (10) calendar days’ advance written notice to the other party). Any notice, consent, waiver,
direction or other communication made or given by personal delivery, courier or facsimile transmission to
the party to whom it was addressed as aforesaid shall be deemed to have been given and received on the
date on which it was so delivered at such address (if a Business Day, and if not, or received after 4:00
p.m. local time, the next succeeding Business Day) or if sent by prepaid registered mail be deemed to
have been given and received on the tourth (4th) Business Day following the date of its mailing or if sent
by email transmission be deemed to have been given and received at the time of receipt unless actually
received after 4:00 p.m. local time or on a date that does not fall on a Business Day at the point of
delivery in which case it shall be deemed to have been given and received on the next Business Day.

The address, facsimile or email address for service of each of the parties hereto shall be as follows ot at
such other address as a party may designate by ten (10) calendar days’ advance written notice to the other

party:
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If to the Debtor:

ShoeMe Technologies Limited
4th Floor - 1500 West Georgia Street,
Yancouver, British Columbia, V6G 226

Canada
Attention; Sean Clark
email; sean{@shoeme.ca

with a copy to {which shali not constitute notice):

Sarah Sidhu
300-128 West Hastings Strect
Vancouver, British Columbia V6B 1G8

Canada
Attention: - Sarah Sidhu
email: serahsidhud@shaw.ca

IT to the Collateral Apent:

Deans Knight Capital Management Ltd,
1500-999 West Hastings Street
Vancouver, British Columbia, V6C 2W2

Canada

Attention; Dillon Cameron

Telecopier No.: 604-669-0238

email: deameren(@deansknight.com

with a copy to (which shall not constitute notice):

Fartis, Vaughan, Wills & Murphy LLP
25" Floor — 700 W, Georgia St.
Vancouver, British Columbia, V7Y 1B3

Canada
Attention: Mitchell Gropper, Q.C.
Telecopier No.: 604-661-9349
email; mgropper(@farris.com
27. Extensions
27.1 The Coliateral Agent may grant extensions of time and other indulgences, take and give

up security, accept compositions, compound, compromise, settle, grant releases and discharges, refrain
from perfecting or maintaining perfection of Security Interests, and otherwise deal with the Debtor,
account debtors of the Debtor, sureties and others and with respect o exercising its rights and remedies
hereunder as the Collateral Agent may see fit without prejudice to the Hability of the Debtor or the
Collateral Agent’s right to hold and realize on the security constituted by this Security Agreement,
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28. No Merger
28.1 This Security Agreement shall not operate so as to create any merger or discharge of any

of the Obligations, or any assignment, transfer, guarantee, lien, contract, promissory Security Agreement,
bill of exchange or Security Interest of any form held or which may hereafter be held by the Collateral
Agent from the Debtor or from any other Person whomsoever. The taking of a judgment with respect to
any of the Obligations will not operate as a merger of any of the covenants contained in this Security
Agraement.

29, Assignment
29.1 The Collateral Agent may, without further notice to the Debtor, at any time assign,

transfer or grant a Security Interest in this Security Agreement and the Security Interests granted hereby
to any Person who is agent for all of the Holders of the Debentures. The Debtor expressly agtees that the
assignee, transferee or secured party, as the case may be, shall have all of the Collateral Agent’s rights
and remedies under this Security Agreement and the Debtor will not assert any defense, counterclaim,
right of set-off or otherwise any claim which it now has or hereafter acquires against the Collateral Agent
in any action commenced by such assignee, (ransferee or secured party, as the case may be, and will pay
the Obligations to the assignee, transferee or secured party, as the case may be, as the Obligations become
due,

30. Satisfaction and Dischargc

30.1 Any partial payment or satisfaction of the Obligations, or any ceasing by the Debtor to be
indebted to the Collateral Agent, shall be deemed not to be a redemption or discharge of this Securily
Agreement, The Debtor shall be entitled to a release and discharge of this Security Agreement only upon
full payment and satisfaction of all Obligations and upon written request by the Debtor and payment to
the Collateral Agent of all costs, charges, expenses and Jegal fees and disbursements (on z solicitor and
his ¢lient basis) incurred by the Collateral Agent in connection with the Obligations and such release and
discharge.

3L Term

311 This Security Agreement shall be a continuing agreement in every respect for the
payment of the Obligations and it shall remain in full force and effect until all of the Obligations shall be
paid and satisfied in full.

32, Set-Off

32.1 Without limiting any other right of the Collateral Agent, whenever the Obligations are
immediately due and payable or the Collateral Agent has the right to declare the Obligations to be
immediately due and payable (whether or not it has so declared), the Collateral Agent may, in its sole
discretion, set off against the Obligations any and all monies then owed to the Debtor by the Collateral
Agent in any capacity, whether or not due including, without in any way limiting this right of set-olf,
amounts due by the Collateral Agent to the Debtor, and the Collateral Agent shall be deemed to have
exercised such right to sct off immediately at the time of making its decision to do so even though any
charge therefor is made or entered on the Collateral Agent’s records subsequent thereto,
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33, Amendment

33.1 Unless otherwise provided, any amendment, addition, deletion or other modification to
this Security Agreement may be made vpon the written consent of the Debtor and the Collateral Agent,
Any provision of this Security Agreement may only be waived by the Party in whose favour such
provision is intended o benefit, such waiver to be evidenced by a notice in writing by the waiving Party
to the other Party.

34. Enurement
4.1 This Security Agreement and all its provisions shall enure to the benefit of, and be

binding upon, each of the Collateral Agent and the Debtor and their respective successors, permitted
assigns, permitted transferees, heirs, executors, administrators and personal representatives,

33 Yalidity
353 If any provision of this Security Agreement shall be judicially determined 1o be invalid,

illegal, unenforceable, or void by any court of competent jurisdiction, the validity, legality and
enforceability of the remaining provisions thersof shall not in any way be affected or impaired thereby.
To the extent permitied by Applicable Laws, each Party hereby waives any provision of law that renders
any provision hereof unenforceable in any respect.

3o, Currency
36.1 Unless otherwise provided, references to-“Dollars” or “$” in this Security Agreement

refer to lawful currency of Canada and references to “US Dollars” and “USS” in this Security Agreement
refer to lawful currency of the United States of Armerica,

37. Further Assuranccs

37.1 The Parties shall at all times promptly do, make, execute, acknowledge, deliver, or cause
to be done, made, executed, acknowledged ot delivered, all such further acts, deeds, agreements and other
instruments as may reasonably be required or desirable to give full force and effect to the terms of this
Security Agreement and shall take such steps as may be reasonably within its power to implement the full
extent of this Security Agreement,

38, Governing Law
38.1 This Security Agreement and all actions arfsing out of or in connection with this Security

Agreement shall be governed by and construed in accordance with the laws of the Province of British
Columbia and the federal laws of Canada applicable therein, without regard to the conflict of laws
provisions thereof.

39, Execlusive Jurisdiction

39.1 Each Party irrevocably attorns to the courts of the Province of British Columbia, which
jurisdiction shall be the sole and exclusive jurisdiction for all actions arising out of or in connection with
this Security Agreement.
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Headings and Numbering of Articles

The headings of the articles, sections, subsections and clauses of this Security Agreement

have been inssrted for convenience and reference only and do not define, limit, alter or enlarge the
meaning of any provision of this Security Agreement,

41.

41,1
(a)
(b)

(c)

(d)

(e)

(0

(g)

(h)

Interpretation

Definitions

“Accounts” has the meaning set out in Section 1.1(c) of this Security Agreement;

“the Aect” means the Personal Property Security Act (British Coiumbla) and all
regulations thereunder as amended from time to time;

“Applieable Laws” means, with respect to any Person, property, transaction or event,
any present or future: (i) domestic or foreign statute, law (including eommon and civil
law), treaty, code, ordinance, convention, rule, regulation, restriction or by-law (zoning
or otherwise); (ii) judgment, order, writ, injunction, decision, direction, determination,
ruling, decree or award; (iii) regulatory poliey, practice, ruling, interpretation, guideline
or directive; or (iv) any order, permit, approval, grant, license, consent, right, franchise,
privilege, certificate exemption, waiver, registration or other authorization, binding on
or affecting the Person, property, transaction or event referred to in the context in which
the term is used in each case whether or not having the force of law;

“Applicable Sccurities Laws” means all Applicable Laws of any Governmental
Authority relating to the distribution, issue, transfer, trading or purchase and sale in or of
securities, including the rules and regulations of any stock exchange on which the
Securities may be listed for trading an application for listing of the Securities has been
made (which has not been withdrawn) for the listing of any of the Securities;

“Bank Debt? means Financial Indebiedness of Gerler and Son, Inc, at any time (i} in the
aggregate principal amount of up to five million US Dollars (US$5,000,000) under the
Amended and Restated Credit Agreement dated as of April 1, 2014 between U.S. Bank
National Association and Gerler and Son, Inc.; or (ii} in the aggregate principal amount
of up to seven million and five hundred thousand US Dollars (US$7,500,000) under a
credit agreement to be entered into by Wells Fargo Bank, National Association and
Gerler and Son, Tnc,;

“BDC Loan” means Financial Indebtedness of the Debtor in the aggregate principal
amount of one hundred twenty-five thousand Dollars ($125,000) to the Business
Development Bank of Canada under a letter of offer dated October 3, 2012;

“Brown Shoe Infercreditor Agreement” has the meaning sct forth in the Debenture
Purchase Agreement;

“Business Day” means a day (other than a Saturday, Sunday or stafutory holiday) on
which banks are generally open for business in the City of Vancouver, British
Columbia;
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“Canadian GAAP” means generally accepted accounting principles as may be
described in the Canadian Institute of Chartered Accountants Handbook, including the
Canadian Accounting Standards for Private Enterprises to the extent applicable, and
other principal sources recognized from time to time by the Canadian Institute of
Chartered Accountants;

“Colateral” has the meaning set out in Section 1.1 of this Security Agreement and any
reference to Collateral shall, unless the context otherwise requires, be deemed a
reference to Collateral as a whole or any part thereof;

“Collateral Agent” has the meaning set out in the recitals of this Security Agreement;

“Control” means the possession, directly or indirectly, of the power to direct or cause
the direction of the management or policies of a Person, whether through the ability to
exercise voting power, by contract or otherwise and “Controlling” and “Controlled”
have meanings correlative thereto;

“Debeniure Purchase Agreement” has the meaning set out in the recitals of this
Security Agreement;

“Debentures” has the meaning set out in the recitals of this Security Agrecment;
“Deans Knight” has the meaning set out in the recitals of this Security Agreement;

“Debtor” and the personal pronoun ¥it™ or “its” and any verb relating thereto and nsed
therewith shall be read and construed as required by and in accordanee with the context
in which such words are used depending upon whether the Debtor is one or more
individuals, corporations or parinerships and, if more than one, shall apply and be
binding upon each of them jointly and severally;

*Nemand Note” has the meaning set forth in the Debenture Purchase Agreement,

“Encumbrance” includes any assignment, mortgage, charge, pledge, lien, hypothee,
encumbrance, security interest or insurance securing or in effect securing any obligation,
conditional sale or title retention agreement, contractueal deposit, trust deposif, escrow
arrangement or other preferential arrangement whatsocver, howsoever created or arising,
whether absolute or contingent, fixed or floating, legal or equitable, perfected or not, and
includes the rights of a lessor pursuant to an operating lease, capitalized lease or sale
leaseback arrangement, any right of set-off and any guarantees or indemnities,

“Equipment” has the meaning set out in Section 1,1(a) of this Security Agreement,
“Tvent of Default” has the meaning provided for in each Debenture;

“Financial Indebtedness” of any Person at any date means, without duplication, all
Indebtedness of such Person; (i) for borrowed money (whether or not the recourse of the
lender is to the whole of the assets of such Person or only to a portion thereof); (ii)
evidenced by bonds, debentures, Debentures or other similar instruments; (iii) in respect
of letters of credit or other similar instruments (or reimburscment obligations with
respect thereto); (iv) to pay the deferred and unpaid purchase price of property or
services; (v) in respect of leases of such Person that are required to be shown as a
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liability on the {inancial statements of such Person prepared in accordance with GAAP;
(vi) secured by an Encumbrance on any property of such Person, whether or not such
Indebtedness is assumed by such Person or the recourse of the holder of such
Indebtedness is limited to such property; (vii) under conditional sale or other title
retention agreements relating to assets purchased by such Person; (viii) in respect of
redemption obligations with respect to any shares of any other Person which are (I)
redeemable, retractable, payable or required to be purchased or otherwise retired or
extinguished, or convertible into debt of such Person (A) at a fixed or determinable date,
(B) at the option of any holder thereof, or (C)upon the occurtence of a condition not
solely within the control and discretion of such Person; or (II} convertible into any other
securities that are convertible described in (1) above; (ix) to the extent not otherwise
included in the definition, Hedging Obligations of such Person; and (x) all Guarantees of
Indebtedness of the type referred to in any of the foregoing sub-clauses (i) to (ix) of
another Person. Notwithstanding the foregoing, the following shall not be considered
Financial Indebtedness: (1) earn-outs ot similar profit sharing arrangeinents provided for
in acquisilion agreements which are determined on the basis of fiuture operating earnings
or other similar performance criteria (which are not determinable at the time of

~ acquisition) of the acquired assets or entities; and (ii) accrued expenses, trade payables,

customer deposits or deferred income taxes arising in the ordinary course of business of
such Person, Any Indebtedness which is incutred at a discount to the principal ameunt at
maturity thereof shall be deemed to have been incurred at the full principal amount at
maturity thereof, For all purposes hereaf, the Financial Indebtedness of any Person shall
include the Financial Indebtedness of any partnership or joint venture {other than a joint
venture that is itself a corporation or limited liability company) in which such Person is
a general partner or a joint venturer, unless such Indebtedness is expressly nen-recourse
to such Person;

“GAAP” means Canadian GAAP and/or US GAAP, as the context requires;

“Governmental Authority” means any: (i) mulitinational, federal, provincial, territorial,
state, regional, municipal, local or other government or any governmental or public
department; (ii) court, tribunal, arbitral body, statutory body, commission, boatd, bureau
or agency; (iii) self-regulatory organization or authority including any stock exchange
on which any securities of the Issuer are listed; (iv) subdivision, agent, commission,
board or authority of any of the foregoing; or (v) quasi-governmental or private body
exercising any regulatory, expropriation or taxing authority under or for the account of
any of the foregoing and includes a Securities Regulatory Authority;

“Guaraniee” means, as to any Person, any obligation, contingent or ctherwise, of such
Person guaranteeing or having the economic effect of guaranteeing any Indebledness
payable or performable by another Person (the “primary obligor”) in any manner,
whether directly or indirectly, and including any obligation of such Person, direct or
indirect, (i) to purchase or pay (or advance or supply funds for the purchase or payment
of) such Indebtedness, (i) to purchase or lease property, securities or services for the
purpose of assuring the obligee in respect of such Indebtedness of the payment or
performance of such Indebtedness, (iif) to maintain working capital, equily capital or
any other financial stalement condition or liquidity or level of income or cash flow of
the primary obligor so as to enable the primary obligor to pay such Indebtedness, or (iv)
entered into for the purpose of assuring in any other manner the obligee in respect of
such Indebtedness of the payment or performance thereof or to protect such obligee
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against loss in respect thereof (in whole or in part). The amount of any Guarantee shall
be deemed to be an amount equal to the stated or determinable amount of the related
primary obligation, or portion thereof, in respect of which such Guarantee is made or, if
not stated or determinable, the meaximum reasonably anticipated liability in respect
thereof as delermined by the guaranteeing Person in good faith. The term “Guarantee”
as a verb has a corresponding meaning;

“Hedging Obligations” of any Person means the obligations of such Psrson pursuant to
(i) any interest rate swap agreement, interest rate collar agreement or other similar
agreement or arrangement designed to protect such Person against fluctuations in
interest rates; (i1} agreements or arrangements designed to protect such Person against
fluctuations in foreign currency exchange rates in the conduct of its operations; or (iii)
any forward contract, commodity swap agreement, commodity option agreement ot
other similar agreement or arrangement designed to protect such Person against
fluctuations in commodity prices, in eaeh case entered into in the ordinary course of
business for bona fide hedging purposes and not for the purpose of speculation;

“Holder” has the meaning set out in the recitals of this Security Agreement;

“Indebtedness” means all present and future obligations, indebtedness, labilities,
covenants, agreements and undertakings ol a Person howsoever arising, whether direct
or indirect, absolute or contingent, matured or not, exlended or renewed, wheresoever
and howsoever incurred, including all future advances and re-advances, and whether the
same is from time to time veduced and therealler increased or entirely extinguished and
therealler incurred again and whether such Person be bound alone or with others and
whether as principal or surety, including all interest, fees, expenses, indemnities and
costs;

“Intercompany Notes” means Financial Indebtedness of A12345 Holdings, Inc. (i) in
the aggregate principal amount of ten million US Dollars {(US$10,000,000) under a
secured promissory note dated July 7, 2014 issued by A12345 Holdings, Inc. to the
Parent, as subsequently assigned to and assumed by the Debtor, as payee, pursuant to an
Assignment and Assumption Agreement dated November 26, 2014 among the Parent,
the Debtor and A12345 Holdings, Inc.; {ii) in the aggregate principal amount of two
million US Doflars (US$2,000,000) under a promissory note dated the date hereof
issued by A12345 Holdings, Ine. to the Parent; and (iii) under the Demand Note, each as
subordinated pursuant to the Brown Shoe Interereditor Agreement;

“Inventory” has the meaning set out in Section 1.1(b} of this Security Agreement;

“Material Adverse Effect” has the meaning set forth in the Debenture Purchase
Agreement;

““Qbligations” has the meaning set out in Section 1,1 of this Security Agreement;

“ordinary course of bnsiness” or “ordinary eourse® when used in relation to the
taling of any action by any Person means that the action is consistent in its nature, scope
and magnitude with the past practices of such Person and is taken in the ordinary course
of the day to day operations of the business of such Person;

“Parties” means the parties hereto and “Party” means any one of them;
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“Permitted Dispositions” has the meaning set forth in the Debenture Purchase
Agreement;

“Permittcd Encumbrances” means as of any particular time in relation to the
Collateral any of the following Security Interests or rights:

(1)

(i)

(i)

(iv)

{v})

i)

(vif)

(viii)

(ix)

statutory Encumbrances of landlords and Encumbrances of ecarriers,
warehousemen, mechanics, suppliers, material men, repairmen and other
Encumbrances imposed by law incwired in the ordinary course of business and
Encumbrances for taxes, assessments or governmental charges or claims, in
either case, for sums not yet overdus ot being contested in good faith by
appropriate proceedings, if such reserve or other appropiiate provision, if any, as
shall be required by GAAP shall have been made in respect thereof}

Encumbrances incurred or deposits made in the ordinary course of business in
connection with workers’ compensation, unemployment insurance and other
types of social security, or to secure the performance of tenders, statutory
obligations, bids, trade contracts, leases, , government contracts, surety and
appeal bonds, perforimance and return-ofmoney bonds and other similar
obligations (exclusive of obligations for the payment of borrowed money);

Encumbrances upon specific items of inventory or other poods and proceeds of
any Person securing such Person's obligations in respect of bankers’ acceptances
issued or created for the account of such Person to facilitate the purchase,
shipment or storage of such inventory or other goods;

Bncumbrances encumbering deposits made to secure obligations arising from
statutory, regulatory, contractual or warranty requitements of the Debtor,
including rights of offset and setofT;

bankers' liens, rights of setoff and other similar Encumbrances existing solely
with respect to cash on deposit in one or more accounts maintained by the
Debtor, in each case granted in the ordinary course of business in favour of the
bank or banks with which such accounts are maintained, securing amounis owing
to such bank with respect to cash management and operating account
arrangements, incfuding those involving pooled accounts and netting
arrangements; provided, however, that in no case shall any such Encumbrances
secure (either directly or indirectly) the repayment of any Indebtedness;

leases or subleases (or any Encumbrances related thereto) granted to others that
do not materially interfere with the ordinary course of business of the Debtor;

any action, claim, lis pendens, certificate of pending litigation, attachment or
judgment Encumbrances which are being contested in good faith by appropriate
proccedings;

easements, rights-of-way, restrictions and other similar charges or encumbrances
not materially interfering with the ordinary course of business of the Debtor;

zoning restrictions, building bylaws, ordinances, regulations, licenses, and other
restrictions on the use of real property or minor irregularities in title thereto,
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which do not materially impair the use of such real property in the ordinary
course of business of (he Debtor and its Subsidiaries or the value of such real
property for the purpose of such business;

any right of expropriation, access and use and all other similar rights conferred
upon or vested in any Governmental Authority or agency imposed by law not
matetially inlerfering with the ordinary course of business of the Debtor,

any right reserved to or vested in any Governmental Authority or agency by law
or by the terms of any lease, grant or permit to terminate any such lease, grant or
permit not materially interfering with the ordinary course of business of the
Debtor;

any right of first refusal, right of first offer, option, contract or other agreement to
sell an asset existing on the date hereof and set forth in Schedule 4 attached to the
Debenture Purchase Agreement; and

Encumbrances securing Hedging Obligations entered into for bona fide hedging
purposes of the Debtor not for the purpose of speculation;

Security Interests, upon or in any property acquired by the Debtor after the dale
hereof in the ordinary course of business, created at the time of such purchase or
within sixty (60) calendar days thereafter to secure the purchase price of such
property or to secure Financial Indebtedness incurred solely for the purpese of
financing the acquisition of such property and Security Interests existing on such
property at the time of its acquisition (other than any such Security Interest
created in contemplation of such acquisition), provided that no such Security
Interest shall extend to any property of the Debtor other than the property so
acquired;

Encumbrances existing at the date of the Debenture Purchase Agreement and
securing each of the Bank Debt with U.S. Bank National Association, the BDC
Loan, the Vendor Take Back Loan, the Intercompany Notes and the
Subordinated Debt; and '

Eneumbrances securing the Bank Debt with Wells Fargo Bank, National
Association;

“Person” means any individual, (irm, partnership, company, corporation or other body
corporate, government, governmenial body, agency, instrumentality, unincorporated
body or association and the heirs, executors, administrators or other legal representatives
of an individual,

“Proceeds” has the meaning set out in Section 1.1(b) of this Security Agreement;

“Receiver” has the meaning set forth in Section 17.1(a) of this Security Agreement;

“Securitics” has the meaning set out in Section 1.1(e) of this Security Agreement;
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“Securities Repulatory Authorities” means the securities commissions or similar
regulatory authorities in each of the provinces and territories of Canada and any other
applicable jurisdiction;

“Seeurity Intercst” mcans any assignment, mortgage, charge, pledge, lien, hypothec,
encumbrance, security intercst or insurance securing or in effect securing any obligation,
conditional sale or title retention agresment, contractual deposit, trust deposit, cserow
arrangement or other preferential arrangement whatsoever, howsoever created or arising,
whether absolute or contingent, fixed or floating, legal or equitable, perfected or not, and
includes the rights of a lessor pursuant to an operating lease, capitalized lease or
sale-leaseback arrangement, any right of set-off and any guarantees or indemnities;

“Shares” has the meaning set out in Section 1.1(e} of this Security Agreement;
“Subordinated Debt™ has the meaning set forth in the Debenture Purchase Agreement;

“Subsidiary” or “subsidiary” means: (i) any corporation or company of which at least a
majority of the outstanding securities having by the terms thereof ordinary voting power
Lo elect a majority of the board of such corporation or company is at the time directly,
indirectly or beneficially owned or under the Control of the Debtor; (i) any partncrship
of which, at the time, the Debtor directly, indirectly or beneficially owns or Controls at
[cast a majority of the voting interests (however designated) thereof, or otherwise
Controls such partnership; and (iii) any other Person of which at least a majority of the
voting Interests (however designated) are at the time directly, indirectly or beneficially
owned or Controlled by the Debtor;

“Transaction Document” has the meaning set forth in the Debeniure Purchase
Agteement; '

“Unlimited Company” has the meaning set forth in Section 4.1 of this Security
Agreement;

“Unlimited Liability Shares” has the meaning set forth in Section 4.1 of this Security
Apreement,

“US GAAY” means United States generally accepted accounting principles as

. cstablished under the standards of the Financial Accounting Standards Board; and

“Yendor Take Back Loan” means Financial Indebtedness of the Debtor in the
aggregate principal amount of three million US Dollars (US$3,000,000) to Danicl Gerler
under a secured convertible subordinated promissory note dated July 8, 2014,

Other Terms

The definitions of terms herein shall apply equally to the singular and plural forms of the
terms defined. Whenever the context may require, any pronoun shall include the
cortesponding maseuline, feminine and neuter forms, The words “include,” “includes”
and “including” shall be deemed to be followed by the phrase “without limitation.” The
word “will” shall be construed to have the same meaning and effect as the word “shall.”
Unless the context requires otherwise, (I} any definition of or reference to any
agreement, instrument or other document shall be construed as referring to such
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agreement, instrument or other document as from time to time amended, supplemented
or otherwise modified (subject to any restrictions on such amendments, supplements or
modifications set out herein or in any other Transaction Document) in accordance with
the terms hereof and thereof, (i) any reference herein to any Person shall be construed
to include such Person’s successors and permitted assigns, (iii) the words “herein,”
“hereof” and “hereunder,” and words of similar import, when used in any Transaction
Document, shall be construed to refer to such Transaction Document in its entirety and
not to any particular provision thereof, (iv) all references in a Transaction Document to
Articles, Sections, Exhibits and Schedules shall be construed to refer to Articles and
Sections of, and Exhibits and Schedules to, this Security Agreement or the other
Transaction Document in which such references appear, (v) any reference to any
Applicable Laws shall inciude all statuiory and regulatory provisions consolidating,
amending, replacing or interpreting such Applicable Laws and any reference to any
Applicable Laws shall, unless otherwise specified, refer to such Applicable Laws as
amended, modified or supplemented from time to time, (vi) the words “aggel” and
“property” shall be construed to have the same meaning and effect and to refer to any
and all tangible and intangible assets and properties, including cash, securities, accounts
and contract rights and (vii) in the event that any day on or before which any action is
required to be taken hereunder is not a Business Day, then such action shall be required
to be taken on or before the requisite time on the next succeeding day that is a Business
Day.

COPY OF AGREEMENT AND FINANCING STATEMENT

The Debtor hereby:
acknowledges receiving a copy of this Security Agreement, and

waives all rights to receive from the Collateral Agent a copy of any financing statement,
financing change statement or verification statement filed at any time in respect of this
Security Agreement; provided that it receives a draft copy of any financing statement or
financing change statement. :
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IN WITNESS WHEREQOF, the Debtor has executed and delivered this Security Agreement as of the
date and year first written above,

SHOEME TEC y(‘zIES LIMITED
Per: g

Name: _ > EF) s _,é
Title: Fresilet and CeO




This is EXHIBIT “D” referred to in the Affidavit of
DILLON CAMERCN sworn before me at Vancouver
this d day February, 2017..

[ ==

ommissioner for {aking
Affidavits within British Columbia
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Execution Copy

SUBORDINATION, POSTPONEMENT AND STANDSTILL AGREEMENT

THIS AGREEMENT is made as of the 12th day of December, 2014 among Deans Knight Capital
Management Ltd., a corporation under the laws of Canada, in ifs capacities as portfolio manager and
Collateral Agent on behalf of certain investors (the “Investors”) (“Deans Knight” or the “Senior

" Creditor”), Brown Shoe Investment Company, Inc., a Delaware corporation (“Brown Shoe” or the

“Senior Subordinated Creditor™), 1006903 B.C, Ltd., a British Columbia corporation {(*1006903"),
ShoeMe Technologies Limited, a British Columbia corporation (“ShoeMe™) (1006903 and ShoeMe
collectively, the “Junior Subordinated Creditors”), A12345 Toldings, Inc., a Washington
corporation (the “Borrower™), Gerler and Son, Inc., a Washington corporation doing business as
QOnlineshoes.com (“Gerler”), and Shoes.com, Inc., a Delaware corperation (“Shoes.com™).

WHEREAS:

‘A_

The Borrower is indebted to ShoeMe pursuant {o a promissory note (the “ShoeMe Note”) dated
Tuly 7, 2014 in the aggregate principal sum of ten million United States dollars (US$10,000,000)
issued by the Borrower in favour of 1006903 and assigned to ShoeMe pursuant to an assignment
and assumption agreement dated November 26, 2014, such indebtedness owing by the Boirrower
to ShocMe thereunder from time io time (including all renewals, extensions, amendments,
modifications, and restatements thereof from time to fime but not any increases in the amount
thereof) are called the “ShoeMe Indebtedness™;

The ShoeMe Indebtedness is secured by a security interest (the “ShoeMe Security Interest”,
which term includes all other additional or collateral security now or hetealter securing the
ShoeMe Tndebtedness, together with any and all registrations filed in connection therewith) in all
of the Borrower’s present and after aequired personal property (the “ShoeMe Collateral”);

The Borrower is indebted to 1006903 pursuant to (i) a promissory note dated the date hercof in
the aggregate principal sum of two miltion United States dollars (US$2,000,000) {the *1006903
Note A”) and a promissory note (the “1806903 Note B” and together the 1006903 Note A, the
“1006903 Note™) dated the date hereof in the aggregate principal sum of four million United
States dollars (US$4,000,000) issued by the Borrower in favour of 1006903, such indebtedness
owing by the Borrower lo 1006903 thereunder from time to time (including all rencwals,
extensions, amendments, modifications, and restatements thereof from time to time but not any
increases in the amount thereof) are called the “1006903 Indebtedness”;

The 1006903 Indchtedness is secured by a security interest (the “1006903 Security Inferest”,
(which term includes all other additional or coflateral security now or hereafler securing the
1006903 Indebtedness, together with any and all registrations filed in connection therewith} in all
of the Borrower’s present and after acquired personal property (the “1006903 Collateral” and
together with the ShoeMe Collateral, the “Junior Subordinated Collateral”,

" The ShoeMe Indebtedness and the 1006903 Indebtedness are collectively called the “Junior

Subordinated Indebtedness”, the ShoeMe Security Interest and the 1006903 Security Interest
are collectively called the “Junior Subordinated Security Interest”;

The ShoeMe Note, the 1006903 Note and all other documents executed in connection therewith
are herein referred to collectively as the “Junior Subordinated Documents™;

Pursuant to a debenture purchase agreement dated the date hereof (the “Debenture Purchase
Agreement” and together with the Debentures, the Senior Guarantee, the Senior GSA and all

Subordination, Postponement and Standstill Agreement
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other documents executed and delivered in connection therewith (collectively, the “Senior
Documents™)) between 1006903 and Deans Knight, acting as portfolio manager on behalf of the
Investors, the Senior Creditor las purchased secured convertible debentures (each a
“Debenture’) of 1006903 in the aggregate principal amount of ten million Canadian dollars
(Cdn$10,000,000), pursuant to which the Borrower, ShoeMe, Gerler and Shoe.com (the “Senior
Guarantors” and together with 1006903, the “Senior Obligors™) will guarantee the payment and
performance of all of 1006903’s present and future debts, liabilities and obligations to the
Investors under or in connection with each of the Debentures (the “Senior Guarantee”; the
indebtedness owing by the Borrower to the Investors from time to time pursuant to each of the
Senior Documents and including, but not limited to, the principal sum, all interest thereon and all
other amounts due thereon together with the indebtedness of the Senior Guarantors under the
Senior Guarantee being referred to collectively and including all renewals, extensions,
amendments, modifications, and restatements thercof from time to time but not ﬂny increases in
the amount thereof as the “Senior Indebtedness”;

The Senjor Indebtedness is secured pursuant to that certain General Security Agreement dated the
date hereof (the “Senior GSA”) with Senior Creditor charging the collateral under and as defined
in Senior GSA (the “Senior Collateral”) for the purpose of securing the payment and
performance of the Guarantee by the Borrower, pursuant to the terms and subject to the
conditions set forth in the Senior GSA (the security interest created by the Senior GSA being
refetred to as the “Sendor Security Interest™),

The Borrower is indebted to Senior Subordinated Creditor pursuant to a Secured Convertible
Note (the “Brown Shoe Note”) dated the date hereof in the aggregate principal sum of scven
million and five hundred thousand United States dollars (US$7,500,000) issued by the Borrower
and 1006903 in favour of Brown Shoe to evidence payment of the balance of the purchase price
payable by the Borrower to Brown Shoe for the purchase by the Borrower of all of the issued and
outstanding shares of Shoes.com, Inc. pursuant (o an agreement dated the date hereof among
Brown Shoe, the Borrower and 1006903;

The indebtedness of the Borrower under the Brown Shoe Note is guaranteed by 1006903,
ShoeMe, Gerler and Shoe.com (the “Senior Subordinated Guarantors” and, together with
A12345, the “Senior Subordinated Obligors™)) under the Guarantee and Security Apgreement
(the “Senior Subordinated GSA” and together with the Brown Note and all other documents
executed and delivered in connection therewith {collectively, the “Senior Subordinated
Documents™)), dated the date hereof, among the Borrower, the Senior Subordinated Guarantors
and Brown Shoe (the indebtedness and other obligations and liabilities owing by the Borrower to
Brown Shoe under the Brown Shoe Note and the Senior Subordinated Guarantors under the
Senjor Subordinated GSA being referred to collectively and including all renewals, extensions,
amendments, modifications, and restatements thercof from time to time but not any increases in
the amount thereof as the “Senior Subordinated Indebted ness™);

The Senior Subordinated Indebtedness is secured by the collateral the “Senior Subordinated
Collateral”) under and as defined in the Senior Subordinated GSA (together with any and all
registrations filed in connection therewith, is called the “Senior Subordinated Security
Interest™);

Juniof Subordinated Creditors have each to subordinate and postpone the Junior Indebtedness and
Junior Security to the Senior Indebtedness, the Senior Subordinated Indebtedness, the Senior
Security and the Senior Subordinated Security Interest and Senior Subordinated Creditors has
agreed to subondmate and postpone the Senior Subordinated Indebtedness and Senior
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Subordinated Security Interest to the Senior Indebtedness and Senior Security Interest, all to the
extent and in the manner hereinafter set forth.

NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which is hereby
acknowledged and confirmed) the parties agree as follows:

1. Covenants, Represcuntations and Warranties of Junior Subordinated Creditors. The
Subordinate Creditors represent and warrant to the Senior Creditor and the Senior Subordinated Creditor
that:

a) the Junior Subordinated Indebtedness and the Junior Subordinated Security Interest is in
good standing and the Borrower is not in default thereunder;

b) no Junior Subordinated Creditor holds security of any Icmd against other than the Junior
Subordinated Collateral;

c) they are the sole owners of the Junior Subordinated Indebtedness and the Junior

Subordinated Security and have full power, authority and legal right to enter into this
Apreement;
d) as of the date hereof, the ShoeMe Indebtedness bears interost at the jnterest rate

calculated and payable pursuant to the ShoeMe Note and is due and payable to ShocMe
on or before July 7, 2018; and

&) they shall not, without the prior written consent of the Senior Creditor and the Senior
Subordinated Creditor, advance any further sums or provide any further credit to the
Borrower or increase the Junior Subordinated Indebtedness, except interest on funds
already advanced as of the date hereof which may continue to accrue.

Upon written request by Senior Creditor or Senior Subordinated Creditor fromn time to time, the Junior
Subordinated Creditors shall provide to Senior Creditor or Senior Subordinated Creditor, as applicable,
copies of the relevant Junior Subordinated Security and/or a statement confirming the status thereof,
including the amount of the Junior Subordinated Indebtedness then outstanding, the then applicable
interest rate{s} and the payment terms and particulars of all existing or alleged defaults by the Borrower in
respect thereof.

2. Subordination and Postponement by Subordinate Creditors, " The Junior Subordinated
Creditors hereby subordinate and postpone the Junior Subordinated Security Interest and the Junior
Subordinated Indebtedness to the Senior Security Inferest, the Senior Indebtedness, the Senior
Subordinated Security Interest and Senior Subordinated Indebtedness and agrse with Senior Creditor and
Senior Subordinated Creditor that the Senior Security Interest and Senior Subordinated Security Interest
shall be a fien and charge against the Senior Collateral or Senior Subordinated Collateral, as applicable,
for the full amount of the Senior Indebtedness and Senior Subordinated Indebtedness, as applicable, in
full priority to the Junior Subordinated Security Interest. No discharge, release or waiver by Senior
Creditor or Senior Subordinated Creditor of any of the Senior Security Interest or Senior Subordinated
Security Interest, as applicable, against or in respect of any part of the Senior Collateral or Senior
Subordinated Collateral, as applicable, or any person ot any amendment, renewal, extension, replacement,
modification, supplement or restatement of any Senior Indebtedness and/or the Senior Security Interest or
any Senior Subordinated Indebtedness and/or the Senior Subordinated Security Inferest, as applicable,
shall require notice to, or the consent of, the Junior Subordinated Creditors or otherwise affect the
subordination and postponement of the Junior Subordinated Security Interest and the Junior Subordinated
Indebtedness hereby granted by the Junior Subordinated Creditors. The Junior Subordinated Creditors
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“shall not amend, extend, renew, modify, replace, supplement or restate the Junior Subordinated
Tndebtedness or the Junior Subordinated Security Interest without the prior written consent of Senior
Creditor and Senior Subordinated Creditor, such consent not to be unreasonably withheld, delayed or
conditioned.

3. Subordination _and_Postponement by Scnior Subordinated Creditor.  The Senior
Subordinated Creditor hereby subordinates and postpones the Senior Subordinated Security Interest and
the Senior Subordinated Indebtedness to the Senior Security Interest and the Senior Indebtedness and
agrees with Senior Creditor that the Senior Security Interest shall be a lien and charge against the Senior

" Collateral for the full amount of the Senior Indebledness in full priority to the Senior Subordinated
Security Interest in the Senior Subordinated Collateral. No discharge, release or waiver by Senior
Creditor or of any of the Senior Security Interest against or in respect of any part of the Senior Collateral
or any person ol any amendment, renewal, extension, replacement, modification, supplement or
restatement of any Senior Indebtedness and/or the Senior Security Interest shall require notice to, or the
consent of, the Senior Subordinated Creditor or otherwise affect the subordination and postponement of
the Senior Subordinated Security Interest hereby granted by the Senior Subordinated Creditor. The
Senior Subordinated Creditor shall not amend, extend, rencw, modify, replace, supplement or restate the
Senior Subordinated Indebtedness or the Senior Subordinated Security Interest without the prior written
consent of Senior Creditor, such consent not to be unreasonably withheld, delayed or conditioned.

4, Postponement and Subordination of Senjor Subordinated Indebtedness and Junior
Subordinated Oblisations: Distributions to Creditors.

(1) Subject only to Scction 4({2) hercof, the payment and performance of all Senior Subordinated
Indebtedness is hereby postponed and subordinated to the indefeasible payment and performance,
in full in final satisfaction of all Senior Indebtedness and the payment and performance of all
Junior Subordinated Indebtedness is hereby postponed and subordinated to the indefeasible
payment and performance, in full in final satisfaction of all Senior Indebtedness and Senior
Subordinated Indebtedness. The Senior Subordinated Creditor will not directly or indirectly,
accept from any Obligor, in any manner, directly or indirectly, payment of, or consideration for
the reduction of, the whole or any part of the Senior Subordinated Obligations in any manner
contrary to this Agreement and if any such payment is received or made on the Senior
Subordinated Obligations, such payment shall be held by the Senior Subordinate Creditor in {rust
for the benefit of, and shall be prowmptly paid over in the form received (duly endorsed, if
neecssary, to the Senior Creditor) to, Senior Creditor. The Junior Subordinated Creditors will not
directly or indirectly, accept from any Obligor, in any manner, directly or indirectly, payinent of,
or consideration for the teduction of, the whole or any part of the Junior Subordinated Obligations
in any manner contrary to this Agreement and if any such payment is received or made on the
Junior Subordinated Obligations, such payment shall be held by the Junior Subordinated
Creditors in trust for the benefit of, and shall be promptly paid over in the form received (duly
endorsed, if necessary, to the Senior Creditor) to, the Senior Creditor and after the Senior
Indebtedness is indefeasibly paid in full such payment shall be held by the Junior Subordinated
Creditors in trust for the benefit of, and shall be promptly paid over in the form received (duly
endorsed, if neeessary, to the Senior Subordinated Creditor) to, the Senior Subordinated Creditor,

- (2)  In the absence of a Creditor Proceeding or a notice of a Senior Payment Default, unless a Senior
Blockage Notice has been given pursuant to Section 8(¢) hereof which has not been withdrawn by
the Senior Creditor, the Senior Subordinated Creditor shall be entitled to receive and retain any
and all cash interest payments in respect of the Senior Subordinated Indebtedness not in excess of
the rate per annum provided for in the Brown Note. After the indefeasible payment in full of the
Senior Indebtedness, In the absence of a Creditor Proceeding or a notice of a Senior Subordinated
Payment Default, unless a Senior Subordinated Blockage Notice has been given pursuant to
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Section 8(¢) hereof which has not been withdrawn by the Senior Subordinated Creditor, the
Junior Subordinated Creditors shall be entitled to recelve and retain any and all cash interest
payments in respect of the 1006903 Note not in excess of the rate per annuin provided for in the
1006903 Note.

Priovity of Security and Payments. Any and all proceeds of realization from or relating to any

Enforcement Action against any and all of the Senicr Collatersl, the Senior Subordinated Collateral or
Junior Subordinated Collateral shall be applied in the following order:

(i)

(ii)

(i)

(iv)
{v)

(vi)
(vii)

6.

first, to the payment of costs, charges, expenses and liabilities incurred by the Senior Creditor in
connection with the Enforcement Action upon any Senior Collateral;

second, to the indefeasible payment and satisfaction in full of all Senior Indebtedness;

third, to the payment of costs, charges, expenses and liabilities incurred by the Senior
Subordinated Creditor in connection with the enforcement of or realization upon any Senior
Subordinated Security;

fourth, to the payment and satisfaction in full of all Senior Subordinated Indebtedness

fifth, to the to the payment of costs, charges, expenses and liabilities incurred by the Junior
Subardinated Creditors in connection with the enforcement of or realization upon any Junior
Subardinated Security

sixth to the payment and satisfaction in full of all Junjor Subordinated Indebtedness; and

And then to the Obligors or such other persons as may be entitled thereto under applicable laws.

Effectiveness of Priority. The subordination and postponement set out in this Agreement shall

apply notwithstanding any of the following:

{(a) the dates of execution, attachment, delivery, registration, recording, filing, perfection
or notification with respect to any of the Junior Subordinated Security Interest, Senior
Subordinated Security Interest or the Senior Security;

(b) the date of any advance or advances of all or any portion of the Senior Indebtedness,
Senior Subordinated Indebiedness or the Junior Subordinated Indebtedness or the
date or dates any such amount or amounts arose, and the date or dates upon which the
obligations secured by the Senior Security Interest, the Senior Subordinated Security
Interest, and the Junior Subordinated Security arise or become due;

(c) the time of crystallization of any security interest (as defined in the Securities
Transfer  Act (British Columbia)), mortpage, charge, assignment, pledge or
encumbrance;

(d) the timing of enforcement or realization of the Senior Security Interest, Senior

Subordinated Security Interest or the Junior Subordinated Security Interest;

(e) any failed, inadequate, invalid or ineffective registration, recordation, filing or
notification with respect to any Security Interest, securily notice, mortgage, charge,
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assignment, pledge ot encumbrance;

circuinstances where the amount of the obligations secured by Senior Security
Interest, Senior Subordinated Security Interest or the Junicr Subordinated Security
may change from time to time;

any extension of time being given to the Borrower, any Senior Obligor or any Senior
Subordinated Obligor or any other obligor (cach, an “Obligor™) or any other change
in the terms of any of the Senior Documents, Senior Subordinated Docutnents or the
Junior Subordinated Documents;

any compromise, arrangement or plan of debt restructuring or reorganization
affecting the Borrower; ‘

the release of any person, firm or corporation liable as a surety, guarantor or
otherwise in respect of the indebtedness, liability and obligations of any Obiigor to
the Senior Creditor, the Senior Subordinated Creditor or Junior Subordinated

Creditors;

the omission or tefraining from proving the claiin or any part of the claim of the
Senior Creditor, the Senior Subordinated Creditor or Junior Subordinated Creditors in
any bankruptey, winding-up, liquidation, arrangement, compromise or other
proceeding involving any Obligor; :

the priority granted by any principle of law or any statute, including any applicable
real property, mines and minerals or personal property securily legislation; and

any ather fact, matter or defect which, but for this Agreement, would impact on the
relative priority of the Senior Security Interest, the Senior Indebtedness, the Senior
Subordinated Security Interest, the Semior Subordinated Indebtedness, the Junior
Subordinated Security and the Junior Subordinated Indebtedness.

7. Rights to Deal with Oblisors. The Senior Creditor and the Senior Subordinated Creditor shall

be entitled to deal with the Obligors as they may see fit without in any manner affecting the subordination
and postponement hereunder, and in particular, without limiting the generality of the foregoing, Senior
Creditor or the Senior Subordinated Creditor may from time to time:

(a)

(b)

(c)

8. Payments,
(a)

grant time, renewals, extensions, releases, discharges or other indulgences or
forbearances to the Obligors;

waive timely and strict compliance with or refrain from exercising any rights under
the Senior Security Interest or the Senior Subordinated Security Interest, as
applicable; and

take additional security from the Obligors ,and amend, supplement, restate or replace
(but not increase} the Senior Indebtedness, the Senior Security Interest, the Senior
Subordinated Indebtedness, the Senior Subordinated Security Interest, as applicable,
The parties hereto covenant and agree as follows:

In the event of the commencement of any Creditor Proceedings, no Obligor shall
make any payment {whether in cash or property) with respect to (a) any Seniot
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Subordinated Indebtedness (and the Senior Subordinated Creditor shall not accept the
same) until the Senior Indebtedness has been paid in full and (b} Junior Subordinated
Indebtedness (and the Junior Subordinated Creditors shall not accept the same) until
the Senior Indebtedness and the Senior Subordinated Tndebtedness has been paid in
full, '

In the event that the Senior Creditor notifies the Senior Subordinated Creditor and the
Junior Subordinated Creditors in writing that the Senior Obligors have failed to make
any payment of Senior Indebtedness when due (a “Senior Payment Defaul”), no
Obligor shall make any payment (whether in cash or property) with respect to any
Senior Subordinated Indebtedness (and the Senior Subordinated Creditor shall not
receive or retain any such payment) or Junior Subordinated Indebtedness (and the
Tunior Subordinated Creditors shall not receive or retain any such payment)) until the
Senior Creditor notifies the Senior Subordinated Creditor and the Iunior
Subordinated Creditors in writing that such Senior Payment Default has been cured
or waived. Senior Creditor agrees to provide notice to the Senior Subordinated
Creditor and the Junior Subordinated Creditors of the cure or waiver of such Senior
Payment Default,

In the event of the occurrence of an event of default vader any Senior Document
other than a Sentor Payment Default (a “Senior Default™), the Senior Creditor shall
have the right to notify the Senior Subordinated Creditor in writing (a “Senior
Blockage Notice™) that no payment in respect of the Senior Subordinated Obligations

may be paid (and the Senior Subordinated Creditors shall not receive or retain any

such payment) for so long as the Senior Creditor does not withdraw such Senor
Blockage Notice. In no event may the total number of days during which any
Senior Blockage Notice is in effect exceed 210 days in the aggregate during
any 360 consccutive day period.

After the indefeasible payment in full of the Senior Indebtedness, in the event
that the Senior Subordinated Creditor notifics the Junior Subordinated Creditors in
writing that the Senior Subordinated Obligors have failed to make any payment of
Senior Subotdinated Indebtedness when due (a “Senior Subordinated Payment
Default™), no Obligor shall make any payment (whether in cash or property) with
respect to any Junior Subordinated Indebtedness {and the Junior Subordinated
Creditors shalf not receive or retain any such payment) until the Senior Subordinated
Creditor notifies the Junior Subordinated Creditors in writing that such Senior
Subordinated Payment Default has been cured or waived. Senior Subordinated
Creditor agrees to provide notice to the Junior Subordinated Creditors of the cure or
waiver of such Senior Subordinated Payment Default.

After the indefeasible payment in full of the Senior Indebtedness, in the event of the
oceurrenice of an event of default under any Senior Subordinated Document other
than a Senior Payment Default (a “Senior Subordinated Default”), the Senior
Subordinated Creditor shall have the right to notify the Junior Subordinated Creditors
in writing (a “Senior Subordinated Blockage Notice™) that no payment in respect of
the Junior Subordinated Obligations may be paid (and the Junjor Subordinated
Creditors shall not receive or retain any such payment) for so long as the Senior
Subordinated Creditor does not withdraw such Senor Subordinate Blockage Notice,

In the event that any payment is received by the Senior Subordinated Creditor or the
Junior Subordinated Creditors in violation of the provisions of this Section 6, such
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payment shall be held by the Senior Subordinated Creditor or the Junior
Subardinated Creditors, as applicable, in trust for the benefit of, and shall be
promptly paid over in the form received (duly endorsed, if necessary, to the Senior
Creditor or Senior Subordinated Creditor, as applicable) to, the Senior Creditor to the
extent of the then ountstanding atmount of Senior Indebtedness and thereafier to the
Scnior Subordinated Creditor to the extent of the Senior Subordinated Indebtedness,

Tor purposes of this Section 6
“Creditor Proceedings” means:

{(a) any dissolution, winding-up, total or partial liquidation, adjustment or readjustment of
debt, reorganization, compromise, arrangement with ereditors, plan ol arrangement,
proposal or similar procecdings under Insolvency Laws of or with respect to the any
Obligor or its property or liabilities, in each casc under Insolvency Laws,

{b) any dissolution, winding-up, total or partial liquidation, adjustment or readjustment of
debt, reorganization, compromise, arrangement with creditors, plan of arrangement or
similar proceedings under the arrangement provisions of any applicable corporate law (in
any case which involves the alteration, amendment, conversion, compromise, satisfaction
or discharge of obligations of any or all creditors) of or with respect to any Obligor or its
property or liabilities;

{c) any bankruptcy, insolvency, receivership, petition or assignment in bankruptey, or
assignment for the benefit of creditors under any Insolvency Laws of or with respect to
the any Obligor;

(d) any marshalling of assets and liabilities of the any Obligor under any Insolvency Laws; or
(c) any proceedings in relation to any of the foregoing,

“Ingolvency Laws” imcans the Bankruptey Code of the United States of America or any other bankruptcy,
insolvency or analogous laws applicable to any Obligor or any of its properties or liabilities; -

g, Permissible Payments; Conversion of Brown Note. Notwithstanding anything in this
Agreement to the contrary the only payments permitted to be made under the Subordinated Indebtedness
or the Junior Subordinated Indebiedness are the payments permitted by Section 4(2). Nothing in this
Agreement shall alTect the right of the Senior Subordinated Creditor to convert the Brown Note to equity
in accordance with its terms and such conversion may be made at any time without the consent of any
other party hercto,

10. Standstill, (a) The Senior Subordinated Creditor shail not take any Enforcement Action under
or in respect of the Senior Subordinated Security or the Senior Subordinated Indebtedness, with respect to
all or any part of the Senior Subordinated Collateral or against any without reasonable prior notice to, and
the written consent of, the Senior Creditor,, Notwithstanding the foregoing, no such consent shall be
required after the 210" day after the commencement of a blockage of payments (the “Standstill Period™)
to the Senior Subordinated Creditor, provided, however that the foregoing restrictions on the Senior
Subordinated Creditor shall immediately terminate upon any one or more of the following:

(1) the acceleration of the Senior Obligations or receipt of written notice, within such

two hundred and cighly (210) day period, from Senior Lender that the Senior
Indehtedness has been paid in full;
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(i} . the commencement of any Enforcement Action by the Senior Lender in respect
of the Senior Obligations or the Senior Security;

(ili)  the commencement by any Obligor of any Creditor roceedings;

(iv}  the commencement by ihe Senior Lender of, or the joining with any other
ereditor in, any Creditor Proccedings; or

v) the commencement of Creditor Proceedings by creditors cther than the Senior
Lender, which proceedings (A)are not contested by the applicable Obligor
within the applicable time period for doing so, (B) are not stayed or dismissed
within stxty (60) days after the initiation thereof, or {C)result in applicable
Obligor being adjudged banlwupt or insolvent by a court of competent
jurisdiction.

(b) The Junior Subordinated Creditors shall not take any Enforcement Action under ot in respeet of
the Junior Subordinated Security or the Junior Subordinated Indebtedness unless and until the
indefeasible payment and performance, in full in final satisfaction of all Senior
Indebtedness and Senior Subordinated Indebtedness,

11, No Challenge, The Senior Subordinated Creditor shall not at any time challenge, contest or bring
into question the validity, priority or perfection of the Senior Security Interest, the Senior Indebtedness or
any Enforcement Action taken by the Senior Creditor under or in respect of any of the foregoing against
the Borrower or any Obligor or against all or any part of the Senior Collateral, The Junior Subordinated
Creditors shall not at any time challenge, contest or bring inte question the validity, priority or perfection
of the Senior Security Interest, the Senjor Indebtedness, the Senior Subordinated Security Interest, the
Senior Subordinated Indebtedness or any Enforeement Action taken by the Senior Creditor or the Senior
Subordinated Creditor under or in respect of any of the foregoing against the Borrower ot any Obligor or
against all or any part of the Senior Collateral or Senior Subordinated Collateral.

In this Agreement, “Enforcement Action” means the commencement of any power of sale, foreclosure
or other judicial or private sale proceedings, appointing or obtaining the appointment of a receiver, a
manager ot a receiver and managet or other person having similar powers in respect of any person or
property, taking possession or control of any property or undertaking, commencing, giving or making any
demand for payment, any notice of intention to enforce securily or any action or proceeding sceking
payment or recovery of all or any part of any indebtedness or damages in lieu thercof, or accepting a
transfer of any property in liey of foreclosure, or the exercise of any other rights or remedies available to a
creditor under its security or otherwise at law or in equity, including without limitation, any bankruptcy
proceedings. Obligations

12, Assipnment. The Senior Subordinated Creditor and Junior Subordinated Creditors agree that
they shall not sell, transfer, assign or otherwise dispose of any interest in the Junior Subordinated
Indebtedness or the Junior Subordinated Security or the Senior Subordinated Indebtedness or Senior
Subordinated Security to any Person (as such term is defined in the Debenture Purchase Agreement) (the
“Assipnec™ except upon terms and conditions which are expressly subject to the terms of this
Agreement. Concurrently with any such sale, transfer, assignment or other disposition, the Senior
Subordinated Creditor or the Junior Subordinated Creditors, as applicable, shall cause each Assignee to
enter into a subordination and standstill agreement on the same terms and conditions as this Agreement.
Senior Creditor may, without further notice to the Borrower, Senior Subordinated Creditor or the Junior
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Subordinated Creditors, at any time assign, transfer or grant a Security Interest in this Agreement to any
Person who is agent for all of the Investors.

13.

14,

15.
acknowledge, deliver, or cause lo be done, made, executed, acknowledged or delivered, all such further

Obligations of Senjor Subordinated Obligors Not Affected.

(i)

(iti)

The failure of any Obliger to make any payment or distribution with respect to the Senior
Subordinated Obligations as a result of the provisions of this Agreement shall not be
construed as preventing the occurrence of a Senior Subordinatedd Payment Default or the
accrual of default interest in accordance with the terms of the Brown Note,

(i) Nothing contained in this Agreement is intended to or shall impair, as between
the Senior Subordinated Obligors and the Senior Subordinated Creditor the
obligation of the Senior Subordinated Obligors, which are absolute and
unconditional, to pay to the Senior Subordinated Indebtedness as and when the
same shall become duc and payable in accordance with their terms, or affect the
rights of the Senior Subordinated Credilor as against the Senior Subordinated
Obligors, nor shall anything herein prevent the Senior Subordinated Creditor
from exercising all remedies otherwise permitted by applicable law in respect of
the Senior Subordinated Indebtedness, in each case, subject to (i) the terms and
provisions of this Agreement, (i) the postponement of the Senior Subordinated
Indebtedness to the Senior Indebtedness set forth herein, (ifi) the priority of the
Senior Security Interest over the Senior Subordinated Security Interest Senior
Subardinated Security Tnterest over the Junior Subordinated Security Interest set
forth herein, and (iv) the rights and interests of the parties hereunder.

Cach Obligor shall resume payments and distributions in respect of the Senior
Subordinatedd Indebtedness prohibited hereunder as soon as such payments and
distributions are no longer prohibited hereunder, including any amounts (including any
interest at the rate specified during such period in the Senior Subordinatedd Documents)
inr arrears by rcason of operation of this Agreement,

Aclmowledgements, It is acknowledged and agreed between the parties as follows:

(a)

(b)

all proceeds resulting from the enforcement or realization of any of the charges,
assignments or other security interests contained in or constituted by any of the Senior
Security Inferest, Senior Subordinated Security Interest or the Jumior Subordinated
Security Intcrest, and all other proceeds received by any party pursuant to their respective
security, will be divided or otherwise dealt with in such way as to give effect to the
provisions of this Agreement and the priorities established hereby; and

any insurance proceeds received by any of the parties hereto shall be dealt with according
to the preceding provisions hereof as though such insurance proceeds were paid or
payable as proceeds of realization of the collateral for which they compensate,

Further Assurances. The parties hereto shall at all times promptly do, make, execute,

acts, deeds, agreements and other instruments as may reasonably be required or desirable to give full

force and effect to the terms of this Agreement and shall take such steps as may be reasonably within its

power to implement the fulf extent of this Agreement,

16.
other modification to this Agreement may be made upon the written consent of each of the parties hereto

Waivers and Amendments, Unless otherwise provided, any amendment, addition, deletion or
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and no such amendment, addition, deletion or other maodification to this Agreement shall be effective
unless in writing and signed by each of the parties hereto. Any provision of this Agreement may only be
waived by the party in whose favour such provision is intended to benefit, such waiver to be evidenced by

a notice in writing by the waiving patfy to the other patty,

17. Notiices, Any notice, consent, waiver, direction or other communication required or permitted to
be given under this Agreement by any party hereto to any other party shall be in writing and shall be
delivered by (a) personal delivery, (b) certified or registered mail (first class postage pre-paid); (c)
guaranteed overnight delivery by recopnized national coutier; or {d) facsimile transmission or email
transmission, addressed to the party to which the notice is to be given at its address, facsimile number or
email address for service herein (or to such other address which such party may subsequently designate
by ten (10) calendar days’ advance written notice to the other party). Any notice, consent, waiver,
direction or other communication made or given by personal delivery, courier or facsimile transmission to

“the parly to whom it was addressed as aforesaid shall be deemed to have been given and received on the

date on which it was so delivered at such address (if a Business Day (as such term is defined in the
Debenture Purchase Agreement), and if not, or received after 4:00 pun. local time, the next succeeding
Business Day) or if sent by prepaid registered mail be deemed to have been given and received on the
fourth (4™) Business Day following the date of its mailing or if sent by email transmission be deemed to
have been given and received at the timme of receipt unless actually received after 4:00 p.m, local titne or
on a date that does not fall on a Business Day at the point of delivery in which case it shall be deemed to
have been given and received on the next Business Day.

The address, facsimile or email address for service of each of the Partics shall be as follows or at such
other address as a party hereto may designate by ten (10) calendar days’ advance written notice to the
other party:

(a) If to the Junior Subordinated Creditors or any Obligor:
1006903 B.C. Ltd.

Suite 2390 - 1055 West Hastings Street
Vancouver, British Columbia, V&E 2E9

Canada
Aftention: Nicholas Bozikis
email: nick@hardycapital.com

with a copy to (which shall not constitute notice):

Michael, Evrensel & Pawar LLP
Suite 650, 669 Howe Street
Vancouver, British Columbia, V6C 0B4

Cenada

Acttention: Ryan Patryluk
Tclecopier Na.: 604-662-1953

email: rpatryluk@meplaw.ca

(b) If to the Senior Subordinated Creditor:
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¢/o Brown Shoe Company, Inc.

8300 Maryland Avenue

St, Louis, Missouri 63105

Telephone:  (314) 854-4000

Fax: (314) 854-2044

E-mail; moberlander@brownshoe.com
Attention: Michael I, Oberlander

With a copy to:

Bryan Cave LLP

One Metropolitan Square

211 North Broadway, Suite 3600

St. Louis, Missouri 63102

Telephone:  (314) 259-2000

Fax: (314) 259-2020

E-mail: wiseabaugh@bryancave.com
smhosler@bryancave.com

Attention; William Seabaugh
Stephanie Hosler

If to If to the Senior Creditor:

Deans Knight Capital Management Ltd,

1500-999 West Hastings Street

Vancouver, British Columbia, V6C 2W?2

Canada

Attention: Dillon Cameron

Telecopier No.: 604-669-0238

email; deameron(@dcansknight.com

with a copy to {which shall not constitute notice):

Farris, Vaughan, Wills & Murphy LLP

25" Floor — 700 W, Georgia St.

Vancouver, British Columbia, V7Y 1B3
Canada

Attention: Mitchell Gropper, Q.C.
Telecopier No.: 604-661-9349

email; mgropper@farris.com

18. Governing Law. This Agreement and all actions arising out of or in connection with this
Agreement shall be governed by and construed in accordance with the laws of the Province of British
Columbia and the federal laws of Canada appiicable therein, without regard to the conflict of laws
provisicns thereof,

19. Exclusive Jurisdiction, Each party heteto irrevocably attorns to the courts of the Province of
British Columbia, which jurisdiction shall be the sole and exclusive jurisdiction for any disputes or claims
in telation to this Agreement and all matters arising out of or in connecticn with this Agreement.
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20, Successors. The acknowledgements and agreements contained in this Agreement shall extend to,
be binding upon and enure fo the benefit of each of the parties hereto and their respective successors,
permitted assigns, permitted transferees, heirs, executors, administrators and personal representatives.

21, Recitals, The recitals to this Agreement form an integral part of this Agreement and shall be
deemed to be included within the body of this Agreement as agreements of the parties hereto.

22, Headings and Numbering of Articles, The headings of the sections, subsections and clauses of

this Agreement have been inserted for convenience and rcference only and do not define, limit, alter or
enlarge the meaning of any provision of this Agreement, Unless otherwise stated, a reference herein to a
numbered or leitered section, subsection, clause or sub-clause refers to the section, subsection or clause,
sub-clause or schedule bearing that number or letter in this Agreement.

23. Entire Agrcement and Paramountey. This Agreement constitutes the full and entire
understanding and agreement between the parties hereto with regard to the subjects hereof and thereol
and cancels and supetsedes any prior understandings and agreements between the parties with respect
thereto,

24, Validity, If any provision of this Agreement shall be judicially determined to be invalid, illegal
or unenforceable, the validity, legality and enforceability of the remaining provisions theteof shall not in
any way be affected or impaired thereby. To the extent permiticd by applicable law, each party hereto
hereby waives any provision of Jaw that renders any provision hereof unenforceable in any respect,

25, Counterparts. This Agreement may be executed in any number of counterparts, all of which
taleen together shall be deemed to constitute one and the same instrument. This Agreement, and each
other agrecment or instrument entered into in connection herewith or therewith or contemplated hereby or
thereby, and any amendments hereto or thereto, to the extent signed and delivered by means of a facsimile
machine or by PDF, shall be treated in all manner and respects as an original agreement or instrument and
shall be considered to have the same binding legal effcct as if it were the original signed version thereof
delivered in person, At the request of any party hereto or to any such agrecment or instrument, each other
party hereto or thereto shall re-execute original forms thereof and deliver them to all other parties. No
party hereto or to any such agreement or instrument shall raise the use of a facsimile machine to deliver a
signature or the fact that any sighature or agreement or instrument was transmitled or communicated
through the use of a facsimile machine as a defense to the formation or enforceability of a contract and

“each such party forever waives any such defense.

26. Other Terms. The definitions of texms herein shall apply equally to the singular and plural
forms of the terms defined. Whenever the context may require, any pronoun shail include the
corresponding masculine, feminine and neuter forms. The words “include,” “includes” and “including”
shall be deemed to be followed by the phrase “without limitation.” The word “will” shall be construed to
have the same meaning and effect as the word “shall.” Unless the context requires otherwise, (i) any
definition of or reference to any agreement, instrument or other document shall be construed as referring
to such agreement, instrument or other document as from time to time amended, supplemented or
otherwise modified (subject to any restrictions on such amendments, supplements or modifications set out
herein or in any other Transaction Document) in accordance with the terms hereof and thereof, (ii) any
reference herein to any Person shall be construed to include such Person’s successors and permitted
assigns, (iii) the words “herein,” “hereof” and “hereunder,” and words of similar import, when used in
this Agreement or any Transaction Document, shall be construed to refer to this Agreement or such
Transaction Document in its entivety and not to any particular provision hereof or thereof, (iv) all
references in this Agreement or a Transaction Document to Articles, Sections, Exhibits and Schedules
shall be construed to refer to Articles and Scctions of, and Exhibits and Schedules to, this Agreement or
the other Transaction Document in which such references appear, (v) any reference to any Applicable
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Laws shall include all statutory and regulatory provisions consolidating, amending, replacing or
interpreting such Applicable Laws and any reference to any Applicable Laws shall, unless otherwise
specified, refer to such Applicable Laws as amended, modified or supplemented from time to time, (vi)
the words “agset” and “property” shall be construed to have the same meaning and effect and to refer to

" any and all tangible and intangible assets and properties, including cash, securities, accounts and contract

rights and (vii) in the event that any day on or before which any action is requir ed to be taken hereunder is
not a Business Day, then such action shall be required to be taken on or before the requisite time on the
next succeeding day that is a Business Day,

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WIIEREOF e¢ach Party has duly executed this Agreement as of the date
and year first above written,

DEANS KNIGHT CAPITAL MANAGEMENT LTD., in its

capacity as Collatera] A he ’~ Ih Ieldcrs

: \e\ '
Tide: pyrroea e q“P{rOZH

Per:
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IN WITNESS WHEREOT, the partics hereto have exccutsd and delivered this Agreement as of the date
and year first written above,

SHOEME TECINOLOGIES LIMITED

Per:

Name:
Title:

A12345 HOLDINGS, INC.

Per:

Name:
Title:

Signature page — Subordination and Standstill Agreement
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Name: Niéclulas Berlios
Title: C.FO

[Signaturc Page to Subordinetion, Postponement and Standstill Agreement — Deans Knight and Brown Shac)
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A12345 HOLDINGS,

Name! MNibtley Rezcids
Title: CF=

[Signature Page to Subordination, Pestponement and Stundstill Apgreement — Deans Knight and Brown Shoc]
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Name; MNesbsine  Boz Wis
Title: CrFo

[Signalure Page to Subordinatien, Postponement and Standstill Agreement ~ Deans Knight and Trown Shoe]



SHOEME TECHNOLOGIES LIMITED

Name: ¢ c.,cw AR
Title: ceSitlemt a-el CED

[Sigrature Page to Subordination, Postponement and Standstill Agreement — Deans Knight and Brown Shoe)

285



GERLER AND SON, fnyc.

. /
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C_-;/Tfﬁme: Nt les Beaiiass
Title: o P®

[Siguature Page to Subordination, Postpenement and Standslill Agreement — Deans Knight and Brown Shoe] |
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BROWN: SIIOE-H’NVI ST MI‘N IMPANY, INC,

Per: /o )/Z}?f?f“ P_’,@"\ﬂ (J z’?r’)?’&fﬁ@ﬁ\
N‘jzﬁu Russell C. Hammér
Title:  Senior Viee President and Chief Executive
Officer
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DILLON CAMERON sworn before me at Vancouver
this _2"4 day February, 2017.
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SHOES.COM

VANCOUVER, B.C. - January 27, 2017 - SHOES.COM (the “Company”} announces
that it will be shutting down operations as of today.

The Company will take all three of its e-commerce properties - SHOES.com,
OnlineShoes.com and ShoeME.ca - offline, along with closing the two SHOES.com
brick-and-mortar stores in Vancouver and Toronto. Employees were made aware of
the decision this morning, and have been compensated through the end of the
month. The Company is working with its secured lenders to determine the process
to liquidate assets and currently intends to assign some or all of the group
companies into bankruptcy.

Alimited group of employees will stay on through the next few weeks as the
Company winds down all operations.

Inquiries:
communications@shoes.com

{00136984v.3}



This is EXHIBIT “F* referred to in the Affidavit of
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Wells Pargo Ca@iﬁginam‘:e

40 King Street West
Suite 2500
Toronto, ON M5H 3Y2

Tel: 416775 2900

January 31, 2017

VIA OVERNIGHT DELIVERY
VIA EMAIL/FACSIMILE

Deans Knight Capital Management Ltd.
1500-999 West Hastings Street
Vancouver, British Columbia, V6C 2W?2
Canada

Attn: Dillon Cameron

Facsimile: (604) 669-0238

Farrig, Vaughan, Wills & Murphy LLP
25th Floor — 700 W. Georgia Street
Vancouver, British Columbia, V7Y 1B3
Canada

Attn: Mitchell Gropper, Q.C.
Facsimile: (604} 661-9349

Dentons Canada LLP

250 Howe Street, 20th Floor
Vancouver, BC V6C 3RE

Canada

Attn: John R, Sandrelli

Email: john.sandrelli@dentons.com

Re:  Notice re Subordination, Postponement and Standstill Agrecment
Shoes.com, Inc./Onlineshocs.com Inc.

Gentlemen:

We write with respect to that certain Subordination, Postponement and Standstill Agreement
dated as of March 31, 2015, by and among Onlineshoes.com Inc., Shoes.com, Inc.,
Shoes.com Holdings (USA) Inc., Shoes.com Technologies Inc., Shoes.com (Richer Poorer)
LLC, Wells Fargo Bank, National Association (“Wells Fargo™), and Deans Knight Capital
Management Lid. (“Deans Knight”) (the “Subordination Agreement”).

Together wa'll go far
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Deans Deans Knight Capital Management Lid.
January 31, 2017
Page 2

Pursuant to Section 3.03(2) of the Subordination Agreement, we have enclosed for your
information a Notice of Events of Default, Acceleration, and Termination of Commitment
(“Notice of Default”) transmitted to Onlineshoes.com Inc. and Shoes.com, Inc. on January
31, 2017, in accordance with that certain Credit and Security Agreement dated as of March
31, 2015, beiween Wells Fargo and its credit parties. The Notice of Default constitutes a
Senior Obligations Default. Capitalized terms not otherwise defined herein shall have the
meanings provided in the Subordination Agreement.

Pursuant to Section 2.05(1) of the Subordination Agreement, this letter shall constitute Wells
Fargo’s notice of a purchase option Triggering Event due to the acceleration of the Senior
Obligations and Wells Fargo’s termination of any commitment to make further advances.
Any Purchase Notice from Deans Knight shall be due within ten (10) Banking Days. Please
note that Wells Fargo is not prohibited from pursuing its rights, including any Enforcement
Action, during such 10~day period.

This letter shall also constifute a Payment Blockage Notice based upon the Senior
Obligations Decfault. Pursvant to Section 2.09 of the Subordination Agreement, Deans
Knight shall hiold any payment or distribution in trust and must promptly deliver such

payment to Wells Fargo. '

Lastly, please be advised that Deans Knight may not cxercise default remedies or take any
Enforcement Action until the Wells Fargo obligations are indefeasibty paid in full, as further
detailed in Section 2.04 of the Subordination Agreement.

If you have any questions about this notice, please contact Greg Fox (foxg@lanepowell.com;
206-223-7129) or me at your convenience.

Sincerely,

WELLS FARGO BANK, NATIONAL
ASSOCIATION

i
_ ?/»\Mwmf-—’ .

Kevin Freer, Vice President
ce: Gregory R. Fox, Esq.

122084.0017/6853368.2
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LANE POWELL

ATTORMNEYS & COUNSELQRS
GRreEGorY R, Fox

206.223.7129
foxg@lanepowell.com

January 31, 2017

VIA EMAIL AND OVERNIGHT DELIVERY

Onlineshoes.com Inc., administrative borrower
1730 Minor Avenue, Suite 700

Seattle, WA 98101

Attn: Jeffrey Mason

JeffreyM@shoes.com

Michael, Evrensel & Pawar LLP
669 Howe Streei, Suite 650
Vancouver, BC Canada V6C 0B4
Altn: Jesse Ahuja, Esq.
jahuja@meplaw,ca

Re:  Notice of Events of Default, Acceleration, and Termination of Commitment

Gentlemen:

This office and the undersigned represent Wells Fargo Bank, National Association
(“Wells Fargo™) in connection with that certain Credit and Security Agreement dated as of
March 31, 2015, by and mmong Onlineshoes.com Inc., a Washington corporation and
Shoes.com, Inc., a Delaware corporation (collectively, “Borrowers™), Shoes,com Holdings
(USA) Inc., a Washington corporation (*Holdeo™), and Shoes.com Technologies Inc., a British
Columbia corporation (together with Holdeo, “Guarantors”, and with Borrowers, the “Loan
Parties™), and Wells Fargo, as most recentty amended by that certain Second Amcndment to
Credit and Security Agreement and Reservation of Rights dated as of June 10, 2016 (as
amended or otherwise modified from time to fime, the “Credit Agreement”). All capitalized
terms used in this letter but not otherwise defined have the meaning given in the Credit
Agreement,

Borrowers are in default under the Loan Documents on account of (i) the Events of
Default identified in Wells Fargo’s letter dated as of September 16, 2016, (ii) the Events of
Default identified in Wells Fargo’s letter dated April 4, 2016, and (iii) Borrowers® failure to
maintain its business operations, as required under Section 7.6 of the Credit Agreement. The
foregoing shall collectively be referred to herein as the “Existing Events of Default.”

wyww.lanapowell.cotn A PROFESSIONAL GORPQRATION LAW OFFICES
T. 206,223.7000 1420 FIFTH AVENUE, SUITE 4200 ANCHORAGE, AK . PORTLAND, OR
F. 206.223.7107 P.O. BOX 81302 SEATTLE, WA . LONDON, ENGLAND

SEATTLE, WASHINGTON pa111-9402
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Onlineshoes.com Inc,
Shoes.com, Inc,
January 31, 2017
Page 2

Section 10,1 (Rights and Remedies) of the Credit Agreement provides that if an Event
of Default has occurred and is continuing, Wells Fargo may (a) terminate any funding
obligations of Wells Fargo under the Credit Agreement, (b} declare the Obligations due and
payable, whercupon the Obligations shall become and thercafter be immediately due and
payable in full without any presentment or demand and without any further or other notice of
any kind, all of which are waived by Borrowers, and/or (c) give notice to any Account Debtor
for direct payment to Wells Fargo of all Accounts.

In accordance with and purseant to the above provisions of the Credit Agreement,
please take notice that Wells Fargo hereby (a) terminates any funding obligations it may have
under the Credit Agreement, (b) accelerates the maturity of all of the Obligations, which are
now immediately due and payable in full, (c) assesses the Default Rate on the Obligations as
of January 30, 2017, and (d) demands that Borrowers and each other Loan Party, at its own
expense, assemble all of the Collateral and contact the undersigned to make arrangements for
its delivery to Wells Fargo or its agent. The date of this letter shall be deemed the Termination
Date. Furthermore, please take notice that Wells Fargo is not obligated to make Advances to,
or issue Letters of Credit for the account of, or otherwise extend credit to, Borrowers under the
Credit Agreement as a result of the termination of the funding obligations,

As a result of the termination of Wells Fargo’s funding obligations, Wells Fargo will
continue to apply any funds received in Borrowers’ deposit accounts to the Obligations and
will not advance funds to cover any amounts or items drawn on such accounts. Borrowers are
solely responsible for any outstanding checks or other instruments,

Wells Fargo specifically does not waive, and does not forbear, with respect to any one
or more of its respective rights. Wells Fargo expressly reserves all additional rights, remedies,
actions and powers to which it may be entitled under the Loan Documents and applicable law
based upon the existence and continuation of the Existing Events of Default. No failure on the
part of Wells Fargo to exercise, and no delay in exercising, any right under any Loan Document
shall operate as a waiver thereof or give rise to any course of dealing. Nor shall Wells Fargo’s
single or partial exercise of any right, power or privilege under any Loan Document preclude
any other or further exercise thereof or the exercise of any other right, power or privilege
thereunder,

The Loan Documents remain in full force and effect in accordance with their original
terms, as amended. Nothing in this letter, any other correspondence, any oral communications
between Wells Fargo and any Borrower or any guarantor, should be construed to be a waiver,
modification or release of any breach, default or Event of Default, whether now existing or
hereafier arising, or any of Wells Fargo’s rights and remedies under the Loan Documents, any
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Onlineshoes.com Ine.
Shoes.com, Inc,
January 31, 2017
Page 3

personal guaranty, other agreement, instrument or document between Wells Fargo and any
Borrower or any guarantor, or by any Borrower in favor of Wells Fargo and applicable law.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXTEND
CREDPIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE
NOT ENFORCEABLE,

Sincerely,

LANE POWELL pC
ce! Kevin Freér

/GZZR. Fox
John Rizzardi, Esq.

Deans Knight Capital Management Ltd.
Caleres Investment Company, Inc.

122084.0017/6862870.3



