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Estate/Court File No.33-2276663 
   

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 (COMMERCIAL LIST) 
 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF 
FUEL INDUSTRIES INC., A CORPORATION WITH A HEAD OFFICE IN THE 

CITY OF OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 

 

NOTICE OF MOTION 
(Returnable August 2, 2017) 

(Re Approval of the Sale Transaction et al) 

 

Fuel Industries Inc. ((“Fuel Industries”) and together with Fuel Technologies Inc. 

the “Fuel Companies”), will make a motion to a judge presiding over the Commercial 

List on August 2, 2017 at 10:00 a.m. or as soon after that time as the motion can be 

heard, at 330 University Avenue, Toronto, Ontario. 

PROPOSED METHOD OF HEARING:  

The motion is to be heard orally.  

THE MOTION IS FOR: 

1. An order (the “Approval and Vesting Order”), substantially in the form of the 

draft order located at Tab 4 of the Motion Record: 

(a) approving the sale transaction (the “Sale Transaction”) contemplated by 

an asset purchase agreement (the “Sale Agreement”) between the Fuel 

Companies and 2587485 Ontario Ltd. (the “Purchaser”) dated July 28, 

2017;  
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(b) vesting in the Purchaser the right, title and interest in and to the assets of 

the Fuel Companies to be sold pursuant to and as described in the Sale 

Agreement (the “Purchased Assets”);  

2. An order (the “Administration Order”), substantially in the form of the draft 

order located at Tab 5 of the Motion Record: 

(a) approving the administrative consolidation of the Fuel Companies’ 

Proposal Proceedings (as hereinafter defined);  

(b) approving the Debtor-in-Possession Term Sheet (the “DIP Term Sheet”) 

between the Fuel Companies and Chou Associates Management Inc. (the 

“DIP Lender”), implementing the interim financing facility (the “DIP 

Facility”) up to a maximum principal amount of $350,000, and granting a 

super-priority charge against the Fuel Companies’ property (the 

“Property”) in favour of the DIP Lender (the “DIP Charge”);  and 

3. Such other relief as the Court may deem appropriate. 

THE GROUNDS FOR THE MOTION ARE: 

Overview of the Fuel Companies’ Operations 

4. Fuel Industries and Fuel Technologies Inc. (“Fuel Technologies’”)  are both 

Ontario corporations and occupy the same head office located in Ottawa, Ontario. 

Fuel Industries is the operating entity of the Fuel Companies; 

5.  Fuel Industries is an online interactive and marketing agency which provides 

software programming and product development services in the fields of digital 

entertainment, immersive web experiences and video/audio production; 

6. Fuel Industries wholly owns three U.S. subsidiaries- Fuel Industries (U.S.) Inc., 

with a head office in Los Angeles, California, Fuel Entertainment Inc. and All Girl 
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Arcade Inc. The latter two companies have no business activity or assets. There are 

also two additional U.S. companies in the Fuel empire- Fuel Games Inc. and 

MishMosh Inc.,  neither of which have any business activity or assets. The U.S. entities 

do not form part of these proceedings; 

7. Fuel Technologies does not carry on operations and its assets primarily include 

its ownership of the intellectual property developed under the Fuel brand and shares 

in an online gaming tournament service provider; 

8. The Fuel Companies share common management and administrative support 

and are both indebted to Chou Associates Management Inc. (“Chou Management”) 

pursuant to credit facilities made available to them by Chou Management and the 

Royal Bank of Canada (“RBC”) between 2013 and 2016, as further outlined below; 

The Fuel Companies’ Indebtedness to Chou Management and RBC 

9. The largest secured creditor of the Fuel Companies is Chou Management, a 

privately owned, independent investment firm which manages assets for a broad 

range of individual and corporate investors throughout Canada. Pursuant to loan 

agreements dated February 9, 2015, as amended and June 22, 2016, as amended 

(collectively, the “Chou Management Loan Agreements”), the Fuel Companies have  

outstanding debts, liabilities and costs to Chou Management totalling [$7,446,201.91] 

to July 27, 2017 (the “Chou Management Indebtedness”); 

10. The Chou Management Indebtedness is secured by general security agreements 

from Fuel Industries, Fuel Technologies and certain of the Fuel Companies’ U.S. 

subsidiaries, and assignments of Fuel Industries’ interest in the amounts refundable to 

it on account of the Ontario Interactive Digital Media Tax Credit (collectively, the 

“Chou Management Security”); 

11. RBC previously made credit facilities available to Fuel Industries pursuant to a 

loan agreement dated October 29, 2013, as amended in 2014, 2015, 2016  and 2017 and 
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assigned to Chou Management (the “RBC Loan Agreement”) pursuant to which Fuel 

Industries had outstanding debts, liabilities and obligations to Chou Management 

totaling $303,895.75 as of May 23, 2017, inclusive of interest and costs (together with 

the amounts advanced during the Forbearance Period, as defined below, the “RBC 

Indebtedness”); 

12. Fuel Technologies has guaranteed the repayment of the RBC Indebtedness. The 

RBC Indebtedness is secured by general security agreements from the Fuel 

Companies (the “RBC Security”); 

Financial Difficulties and Forbearance Arrangements 

13. As a result of various factors including changing market competitions and a 

failure to monetize certain research and development initiatives, the Fuel Companies’ 

financial results have suffered significant losses commencing  in 2014 and continuing 

to the date hereof; 

14. Following Fuel Industries’ default on the RBC Loan Agreement, RBC delivered  

Notices of Intention to Enforce Security pursuant to section 244 of the Bankruptcy and 

Insolvency Act (Canada) (the “BIA”) on January 13, 2017 and entered into a 

forbearance agreement with Fuel Industries which expired on May 10, 2017, at which 

time Fuel Industries remained in default of its obligations under the RBC Loan 

Agreement; 

15. On May 23, 2017, RBC assigned to Chou Management all of RBC’s right, title 

and interest in the RBC Indebtedness, the RBC Loan Agreement and the RBC Security. 

The same date, the Fuel Companies entered into a Forbearance Agreement with Chou 

Management, as subsequently amended (the “Chou Forbearance Agreement”) 

pursuant to which Chou Management agreed to forbear from taking any enforcement 

steps in connection with the RBC Security and the Chou Management Security until 

July 14, 2017 (the “Forbearance Period”); 
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16. Chou Management entered into the Forbearance Agreement to provide the 

Fuel Companies with additional time to attempt to restructure their business and 

affairs and to secure financing to repay their indebtedness or seek a sale of the Fuel 

Companies’  business as a going concern. Richter Advisory Group Inc. (“Richter”) 

was appointed financial advisor to assist the Fuel Companies with this process during 

the Forbearance Period; 

17. During the Forbearance Period, Chou Management extended further funds to 

the Fuel Companies to enable them to continue operations and make critical payables. 

These funds were advanced under the RBC loan facility that had been assigned to 

Chou Management, and total  $703,500, exclusive of interest; 

18. The Forbearance Agreement expired on July 14, 2017, without being extended. 

The RBC Indebtedness and the Chou Management Indebtedness remain owing by the 

Fuel Companies to Chou Management in full. Chou Management delivered Notices of 

Intention to Enforce Security pursuant to section 244 of the BIA on July 17, 2017; 

The Sale and Investor Solicitation Process 

19. It was a term of the Forbearance Agreement that the Fuel Companies would 

complete a sale and investor solicitation process (the “SISP”) with Richter’s 

supervision. The Fuel Companies had previously undertaken two marketing and sale 

processes in 2015 and 2016 in an attempt to sell their business, both of which were 

unsuccessful; 

20. As part of the SISP, which commenced in May 2017, notices and teasers were 

circulated to prospective purchasers in the same industry as the Fuel Companies, 

including parties who had previously expressed interest in acquiring the Fuel 

Companies’ business; 
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21. A data room was established in connection with the SISP and interested parties 

were invited to submit binding proposals for the purchase of the Fuel Companies’  

business on or before July 14, 2017; 

22. Despite the efforts of Richter and the Fuel Companies, no acceptable 

arrangements could be made for the sale of the Fuel Companies’ business to third 

parties; 

The Sale Agreement  

23. During the Forbearance Period, Chou Management engaged in discussions 

with Richter and the Fuel Companies in connection with a proposed purchase of the 

business of the Fuel Companies, should the SISP not produce a satisfactory alternate 

purchaser; 

24. On July 28, 2017, Chou Management and the Fuel Companies reached an 

agreement for the Sale Transaction, which involves the sale of substantially all of the 

property and undertaking of the  Fuel Companies to the Purchaser, an Ontario 

corporation related to Chou Management and incorporated for this purpose. The Sale 

Transaction takes the form of a credit bid, whereby the Purchaser will acquire 

substantially all of the Fuel Companies’ property, undertakings and assets in 

exchange for credit bidding and/or assumption of a portion of the RBC Indebtedness 

and the Chou Management Indebtedness; 

25. The Sale Transaction will permit the Fuel Companies’ business to be preserved 

and will result in a number of employees being offered employment by the Purchaser; 

The NOI Proceedings 

26. On July 26, 2017, Fuel Industries and Fuel Technologies each filed a Notice of 

Intention to File a Proposal (the “NOI”) under the BIA and commenced proposal 

proceedings (the “Proposal Proceedings”); 
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27. The NOI filings were necessary to provide stability to the Fuel Companies and 

permit the implementation of the proposed Sale Transaction. Richter was appointed 

as Proposal Trustee in the Proposal Proceedings; 

Administrative Consolidation 

28. As noted above, the Fuel Companies share common management and 

administrative support and have parallel loan obligations to Chou Management 

under the Chou Management Indebtedness and the RBC Indebtedness. In order ot 

maximize the recovery for the Fuel Companies’ stakeholders, and in furtherance of 

the principle of proportionality, it would be in the best interest of all interest persons 

if the Fuel Companies’ Proposal Proceedings proceeded jointly; 

DIP Financing and DIP Charge 

29. Chou Management has agreed to provide DIP Financing to the Fuel 

Companies, up to a maximum amount of $350,000, subject to certain conditions 

including the Fuel Companies obtaining an Order in the Proposal Proceedings 

granting the DIP Charge in priority to all encumbrances; 

30. The purpose of the DIP Financing is primarily to fund administrative and 

professional costs during the Proposal Proceedings. The DIP Financing is required 

due to the Fuel Companies’ dire financial circumstances, which have severely limited 

their access to cash. The DIP Lender is Chou Management; 

31. The Proposal Trustee supports the approval of DIP Financing and the granting 

of the DIP Charge. All creditors with registrations on the Personal Property 

Registration System will be provided with service of this motion; 

Approval of the Sale Agreement and the Sale Transaction 

32. The Fuel Companies are currently insolvent and unable to repay their 

obligations to Chou Management. The Sale Transaction will permit the Fuel 
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Companies’ business to continue as a going concern and the goodwill of the Fuel 

Companies’ business to survive, as well as offering roles to a number of existing 

employees; 

33. There exists no alternative going concern sale of the Fuel Companies’ property 

following the completion of the SISP, and following two previous unsuccessful sale 

processes. A liquidation of the Fuel Companies’ business would not be sufficient to 

satisfy their indebtedness to Chou Management and RBC, which was assigned to 

Chou Management; 

34. In the circumstances, the Sale Agreement represents a fair value for the Fuel 

Companies’  assets and is the most beneficial transaction for their stakeholders; 

35. Given the deteriorating financial position of the Fuel Companies, the lack of 

any alternative agreement and the lack of alternative operating financing, the 

approval of the Sale Agreement and the immediate implementation of the Sale 

Transaction will ensure that the value of the Fuel Companies’ business can be 

preserved; 

General 

1. Sections 60, 64.2, 65.13, 66 and 84.1 of the BIA and the other provisions of the 

BIA; 

2. Rules 1.04, 1.05, 2.03, 3.02 and 37 of the Rules of Civil Procedure, R.R.O. 1990, 

Reg. 194, as amended;  

3. Section 137(2) of the Courts of Justice Act, R.S.O. 1990, c C. 43; and, 

4. Such further grounds as counsel may advise and this Court may see fit. 
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing 

of the motion: 

1. The Affidavit of  Michel Burns sworn July 31, 2017, and the exhibits attached 

thereto;  

2. The First Report of the Proposal Trustee; and 

3. Such further and other materials as counsel may advise and this Court may 

permit. 

 

July 28, 2017  
DENTONS CANADA LLP 
Barristers & Solicitors 
77 King Street West #400 
Toronto, ON M5K 0A1 
 
Sara-Ann Van Allen- LSUC # 
56016C 
Tel:  (416)  863-4402 
Fax:      (416)  863 4592 
E-mail:sara.vanallen@dentons.com 

Lawyers for the Applicant 
 

14

mailto:sara.vanallen@dentons.com


6761808 v1 

     IN
 TH

E M
A

TTER
 O

F TH
E N

O
TIC

E O
F IN

T
EN

TIO
N

 TO
 M

A
K

E A
 PR

O
PO

SA
L O

F FU
EL 

IN
D

U
STR

IES IN
C

., A
 C

O
R

PO
R

A
TIO

N
 W

ITH
 A

 H
EA

D
 O

FFIC
E IN

 TH
E C

ITY O
F 

O
TTA

W
A

 IN
 TH

E PR
O

V
IN

C
E O

F O
N

TA
R

IO
 

   

Estate/C
ourt File N

o. 33-2276663   
 

O
N

TA
R

IO
 

SU
PER

IO
R

 C
O

U
R

T O
F JU

STIC
E  

(C
O

M
M

ER
C

IA
L LIST) 

Proceeding com
m

enced at Toronto 

 
N

O
TIC

E O
F M

O
TIO

N
 

(R
e A

pproval of Sale Transaction et al) 
 

 

D
EN

TO
N

S C
A

N
A

D
A

 LLP 
Barristers &

 Solicitors 
77 K

ing Street W
est #400 

Toronto, O
N

 M
5K

 0A
1 

 Sara-A
nn V

an A
llen- LSU

C
 # 56016C

 
Tel:  

(416)  863-4402 
Fax:      (416)  863 4592 
E-m

ail:sara.vanallen@
dentons.com

 

    Law
yers for the A

pplicant 

15

mailto:sara.vanallen@dentons.com


 
 

TAB  2 
 
 
 
 
 
 
 
 
 



Estate/Court File No.33-2276664 
   

ONTARIO 
SUPERIOR COURT OF JUSTICE 
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IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF 
FUEL TECHNOLOGIES INC., A CORPORATION WITH A HEAD OFFICE IN THE 

CITY OF OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 

 

NOTICE OF MOTION 
(Returnable August 2, 2017) 

(Re Approval of the Sale Transaction et al) 

 

Fuel Technologies Inc. ((“Fuel Technologies”) and together with Fuel Industries 

Inc. the “Fuel Companies”), will make a motion to a judge presiding over the 

Commercial List on August 2, 2017 at 10:00 a.m. or as soon after that time as the motion 

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

PROPOSED METHOD OF HEARING:  

The motion is to be heard orally.  

THE MOTION IS FOR: 

1. An order (the “Approval and Vesting Order”), substantially in the form of the 

draft order located at Tab 4 of the Motion Record: 

(a) approving the sale transaction (the “Sale Transaction”) contemplated by 

an asset purchase agreement (the “Sale Agreement”) between the Fuel 

Companies and 2587485 Ontario Ltd. (the “Purchaser”) dated July 28, 

2017;  
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(b) vesting in the Purchaser the right, title and interest in and to the assets of 

the Fuel Companies to be sold pursuant to and as described in the Sale 

Agreement (the “Purchased Assets”);  

2. An order (the “Administration Order”), substantially in the form of the draft 

order located at Tab 5 of the Motion Record: 

(a) approving the administrative consolidation of the Fuel Companies’ 

Proposal Proceedings (as hereinafter defined);  

(b) approving the Debtor-in-Possession Term Sheet (the “DIP Term Sheet”) 

between the Fuel Companies and Chou Associates Management Inc. (the 

“DIP Lender”), implementing the interim financing facility (the “DIP 

Facility”) up to a maximum principal amount of $350,000, and granting a 

super-priority charge against the Fuel Companies’ property (the 

“Property”) in favour of the DIP Lender (the “DIP Charge”);  and 

3. Such other relief as the Court may deem appropriate. 

THE GROUNDS FOR THE MOTION ARE: 

Overview of the Fuel Companies’ Operations 

4. Fuel Industries Inc. (“Fuel Industries”) and Fuel Technologies are both Ontario 

corporations and occupy the same head office located in Ottawa, Ontario. Fuel 

Industries is the operating entity of the Fuel Companies; 

5.  Fuel Industries is an online interactive and marketing agency which provides 

software programming and product development services in the fields of digital 

entertainment, immersive web experiences and video/audio production; 

6. Fuel Industries wholly owns three U.S. subsidiaries- Fuel Industries (U.S.) Inc., 

with a head office in Los Angeles, California, Fuel Entertainment Inc. and All Girl 

17



Arcade Inc. The latter two companies have no business activity or assets. There are 

also two additional U.S. companies in the Fuel empire- Fuel Games Inc. and 

MishMosh Inc.,  neither of which have any business activity or assets. The U.S. entities 

do not form part of these proceedings; 

7. Fuel Technologies does not carry on operations and its assets primarily include 

its ownership of the intellectual property developed under the Fuel brand and shares 

in an online gaming tournament service provider; 

8. The Fuel Companies share common management and administrative support 

and are both indebted to Chou Associates Management Inc. (“Chou Management”) 

pursuant to credit facilities made available to them by Chou Management and the 

Royal Bank of Canada (“RBC”) between 2013 and 2016, as further outlined below; 

The Fuel Companies’ Indebtedness to Chou Management and RBC 

9. The largest secured creditor of the Fuel Companies is Chou Management, a 

privately owned, independent investment firm which manages assets for a broad 

range of individual and corporate investors throughout Canada. Pursuant to loan 

agreements dated February 9, 2015, as amended and June 22, 2016, as amended 

(collectively, the “Chou Management Loan Agreements”), the Fuel Companies have  

outstanding debts, liabilities and costs to Chou Management totalling [$7,446,201.91] 

to July 27, 2017 (the “Chou Management Indebtedness”); 

10. The Chou Management Indebtedness is secured by general security agreements 

from Fuel Industries, Fuel Technologies and certain of the Fuel Companies’ U.S. 

subsidiaries, and assignments of Fuel Industries’ interest in the amounts refundable to 

it on account of the Ontario Interactive Digital Media Tax Credit (collectively, the 

“Chou Management Security”); 

11. RBC previously made credit facilities available to Fuel Industries pursuant to a 

loan agreement dated October 29, 2013, as amended in 2014, 2015, 2016  and 2017 and 

18



assigned to Chou Management (the “RBC Loan Agreement”) pursuant to which Fuel 

Industries had outstanding debts, liabilities and obligations to Chou Management 

totaling $303,895.75 as of May 23, 2017, inclusive of interest and costs (together with 

the amounts advanced during the Forbearance Period, as defined below, the “RBC 

Indebtedness”); 

12. Fuel Technologies has guaranteed the repayment of the RBC Indebtedness. The 

RBC Indebtedness is secured by general security agreements from the Fuel 

Companies (the “RBC Security”); 

Financial Difficulties and Forbearance Arrangements 

13. As a result of various factors including changing market competitions and a 

failure to monetize certain research and development initiatives, the Fuel Companies’ 

financial results have suffered significant losses commencing  in 2014 and continuing 

to the date hereof; 

14. Following Fuel Industries’ default on the RBC Loan Agreement, RBC delivered  

Notices of Intention to Enforce Security pursuant to section 244 of the Bankruptcy and 

Insolvency Act (Canada) (the “BIA”) on January 13, 2017 and entered into a 

forbearance agreement with Fuel Industries which expired on May 10, 2017, at which 

time Fuel Industries remained in default of its obligations under the RBC Loan 

Agreement; 

15. On May 23, 2017, RBC assigned to Chou Management all of RBC’s right, title 

and interest in the RBC Indebtedness, the RBC Loan Agreement and the RBC Security. 

The same date, the Fuel Companies entered into a Forbearance Agreement with Chou 

Management, as subsequently amended (the “Chou Forbearance Agreement”) 

pursuant to which Chou Management agreed to forbear from taking any enforcement 

steps in connection with the RBC Security and the Chou Management Security until 

July 14, 2017 (the “Forbearance Period”); 
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16. Chou Management entered into the Forbearance Agreement to provide the 

Fuel Companies with additional time to attempt to restructure their business and 

affairs and to secure financing to repay their indebtedness or seek a sale of the Fuel 

Companies’  business as a going concern. Richter Advisory Group Inc. (“Richter”) 

was appointed financial advisor to assist the Fuel Companies with this process during 

the Forbearance Period; 

17. During the Forbearance Period, Chou Management extended further funds to 

the Fuel Companies to enable them to continue operations and make critical payables. 

These funds were advanced under the RBC loan facility that had been assigned to 

Chou Management, and total  $703,500, exclusive of interest; 

18. The Forbearance Agreement expired on July 14, 2017, without being extended. 

The RBC Indebtedness and the Chou Management Indebtedness remain owing by the 

Fuel Companies to Chou Management in full. Chou Management delivered Notices of 

Intention to Enforce Security pursuant to section 244 of the BIA on July 17, 2017; 

The Sale and Investor Solicitation Process 

19. It was a term of the Forbearance Agreement that the Fuel Companies would 

complete a sale and investor solicitation process (the “SISP”) with Richter’s 

supervision. The Fuel Companies had previously undertaken two marketing and sale 

processes in 2015 and 2016 in an attempt to sell their business, both of which were 

unsuccessful; 

20. As part of the SISP, which commenced in May 2017, notices and teasers were 

circulated to prospective purchasers in the same industry as the Fuel Companies, 

including parties who had previously expressed interest in acquiring the Fuel 

Companies’ business; 
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21. A data room was established in connection with the SISP and interested parties 

were invited to submit binding proposals for the purchase of the Fuel Companies’  

business on or before July 14, 2017; 

22. Despite the efforts of Richter and the Fuel Companies, no acceptable 

arrangements could be made for the sale of the Fuel Companies’ business to third 

parties; 

The Sale Agreement  

23. During the Forbearance Period, Chou Management engaged in discussions 

with Richter and the Fuel Companies in connection with a proposed purchase of the 

business of the Fuel Companies, should the SISP not produce a satisfactory alternate 

purchaser; 

24. On July 28, 2017, Chou Management and the Fuel Companies reached an 

agreement for the Sale Transaction, which involves the sale of substantially all of the 

property and undertaking of the  Fuel Companies to the Purchaser, an Ontario 

corporation related to Chou Management and incorporated for this purpose. The Sale 

Transaction takes the form of a credit bid, whereby the Purchaser will acquire 

substantially all of the Fuel Companies’ property, undertakings and assets in 

exchange for credit bidding and/or assumption of a portion of the RBC Indebtedness 

and the Chou Management Indebtedness; 

25. The Sale Transaction will permit the Fuel Companies’ business to be preserved 

and will result in a number of employees being offered employment by the Purchaser; 

The NOI Proceedings 

26. On July 26, 2017, Fuel Industries and Fuel Technologies each filed a Notice of 

Intention to File a Proposal (the “NOI”) under the BIA and commenced proposal 

proceedings (the “Proposal Proceedings”); 
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27. The NOI filings were necessary to provide stability to the Fuel Companies and 

permit the implementation of the proposed Sale Transaction. Richter was appointed 

as Proposal Trustee in the Proposal Proceedings; 

Administrative Consolidation 

28. As noted above, the Fuel Companies share common management and 

administrative support and have parallel loan obligations to Chou Management 

under the Chou Management Indebtedness and the RBC Indebtedness. In order ot 

maximize the recovery for the Fuel Companies’ stakeholders, and in furtherance of 

the principle of proportionality, it would be in the best interest of all interest persons 

if the Fuel Companies’ Proposal Proceedings proceeded jointly; 

DIP Financing and DIP Charge 

29. Chou Management has agreed to provide DIP Financing to the Fuel 

Companies, up to a maximum amount of $350,000, subject to certain conditions 

including the Fuel Companies obtaining an Order in the Proposal Proceedings 

granting the DIP Charge in priority to all encumbrances; 

30. The purpose of the DIP Financing is primarily to fund administrative and 

professional costs during the Proposal Proceedings. The DIP Financing is required 

due to the Fuel Companies’ dire financial circumstances, which have severely limited 

their access to cash. The DIP Lender is Chou Management; 

31. The Proposal Trustee supports the approval of DIP Financing and the granting 

of the DIP Charge. All creditors with registrations on the Personal Property 

Registration System will be provided with service of this motion; 

Approval of the Sale Agreement and the Sale Transaction 

32. The Fuel Companies are currently insolvent and unable to repay their 

obligations to Chou Management. The Sale Transaction will permit the Fuel 
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Companies’ business to continue as a going concern and the goodwill of the Fuel 

Companies’ business to survive, as well as offering roles to a number of existing 

employees; 

33. There exists no alternative going concern sale of the Fuel Companies’ property 

following the completion of the SISP, and following two previous unsuccessful sale 

processes. A liquidation of the Fuel Companies’ business would not be sufficient to 

satisfy their indebtedness to Chou Management and RBC, which was assigned to 

Chou Management; 

34. In the circumstances, the Sale Agreement represents a fair value for the Fuel 

Companies’  assets and is the most beneficial transaction for their stakeholders; 

35. Given the deteriorating financial position of the Fuel Companies, the lack of 

any alternative agreement and the lack of alternative operating financing, the 

approval of the Sale Agreement and the immediate implementation of the Sale 

Transaction will ensure that the value of the Fuel Companies’ business can be 

preserved; 

General 

1. Sections 60, 64.2, 65.13, 66 and 84.1 of the BIA and the other provisions of the 

BIA; 

2. Rules 1.04, 1.05, 2.03, 3.02 and 37 of the Rules of Civil Procedure, R.R.O. 1990, 

Reg. 194, as amended;  

3. Section 137(2) of the Courts of Justice Act, R.S.O. 1990, c C. 43; and, 

4. Such further grounds as counsel may advise and this Court may see fit. 

23



6761809 v1 

- 9 - 

  

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing 

of the motion: 

1. The Affidavit of  Michel Burns sworn July 31, 2017, and the exhibits attached 

thereto;  

2. The First Report of the Proposal Trustee; and 

3. Such further and other materials as counsel may advise and this Court may 

permit. 

 

July 28, 2017  
DENTONS CANADA LLP 
Barristers & Solicitors 
77 King Street West #400 
Toronto, ON M5K 0A1 
 
Sara-Ann Van Allen- LSUC # 
56016C 
Tel:  (416)  863-4402 
Fax:      (416)  863 4592 
E-mail:sara.vanallen@dentons.com 

Lawyers for the Applicant 
 

24

mailto:sara.vanallen@dentons.com


6761809 v1 

     IN
 TH

E M
A

TTER
 O

F TH
E N

O
TIC

E O
F IN

T
EN

TIO
N

 TO
 M

A
K

E A
 PR

O
PO

SA
L O

F FU
EL 

TEC
H

N
O

LO
G

IES  IN
C

., A
 C

O
R

PO
R

A
TIO

N
 W

ITH
 A

 H
EA

D
 O

FFIC
E IN

 TH
E C

ITY O
F 

O
TTA

W
A

 IN
 TH

E PR
O

V
IN

C
E O

F O
N

TA
R

IO
 

   

Estate/C
ourt File N

o. 33-2276664   
 

O
N

TA
R

IO
 

SU
PER

IO
R

 C
O

U
R

T O
F JU

STIC
E  

(C
O

M
M

ER
C

IA
L LIST) 

Proceeding com
m

enced at Toronto 

 
N

O
TIC

E O
F M

O
TIO

N
 

(R
e A

pproval of Sale Transaction et al) 
 

 

D
EN

TO
N

S C
A

N
A

D
A

 LLP 
Barristers &

 Solicitors 
77 K

ing Street W
est #400 

Toronto, O
N

 M
5K

 0A
1 

 Sara-A
nn V

an A
llen- LSU

C
 # 56016C

 
Tel:  

(416)  863-4402 
Fax:      (416)  863 4592 
E-m

ail:sara.vanallen@
dentons.com

 

    Law
yers for the A

pplicant 

25

mailto:sara.vanallen@dentons.com


 
 

TAB   3 
 
 
 
 
 
 
 
 
 



6758782 v10 

 

  

 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 (COMMERCIAL LIST) 
 

Estate/Court File No. 33-2276663  

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF 
FUEL INDUSTRIES INC., A CORPORATION WITH A HEAD OFFICE IN THE 

CITY OF OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 

 

Estate/Court File No. 33-2276664  

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF 
FUEL TECHNOLOGIES INC., A CORPORATION WITH A HEAD OFFICE IN THE 

CITY OF OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 

 
AFFIDAVIT OF MICHEL BURNS 

(sworn July 31,  2017) 

I, Michel Burns, of the City of Ottawa, MAKE OATH AND SAY: 

1. I am the President of Fuel Industries Inc. (“Fuel Industries”) and Fuel Technologies Inc. 

(“Fuel Technologies”, and together with Fuel Industries, the “Fuel Companies”), the 

Applicants in this proceeding, and as such, I have knowledge of the matters to which I 

hereinafter depose. I have also reviewed the records and filings of Fuel Industries and Fuel 

Technologies and have spoken to certain of the officers/directors of the Fuel Companies, as 

necessary. Where I have relied upon information received form others, I verily believe such 

information to be true. 

2. This affidavit is sworn in support of a motion sought by the Fuel Companies seeking: 

(a)  An order (the “Approval and Vesting Order”), substantially in the form of the 

draft order located at tab 4 of the Motion Record: 
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i. approving the sale transaction (the “Sale Transaction”) contemplated by an 

asset purchase agreement (the “Sale Agreement”) between the Fuel 

Companies and 2587485 Ontario Ltd. (the “Purchaser”) dated July 28, 2017;  

ii. vesting in the Purchaser the right, title and interest in and to the assets of the 

Fuel Companies to be sold pursuant to and as described in the Sale 

Agreement (the “Purchased Assets”);  

(b) An order (the “Administration Order”), substantially in the form of the draft 

order located at tab 5 of the Motion Record: 

i. approving the administrative consolidation of the Fuel Companies’ Proposal 

Proceedings (as hereinafter defined); 

ii. approving the Debtor-in-Possession Term Sheet (the “DIP Term Sheet”) 

between the Fuel Companies and Chou Associates Management Inc. (the 

“DIP Lender”), implementing the interim financing facility (the “DIP 

Facility”) up to a maximum principal amount of $350,000, and granting a 

super-priority charge against the Fuel Companies’ property (the “Property”) 

in favour of the DIP Lender (the “DIP Charge”);  and 

(c) such other relief as the Court may deem appropriate. 

Overview of the Fuel Companies’ Operations and Assets 

Corporate Structure 

3. Fuel Industries is an online interactive and marketing agency which provides software 

programming and product development services in the fields of digital entertainment, 

immersive web experiences and video/audio production. Fuel Industries is incorporated under 

the laws of Ontario with its registered head office in Ottawa, Ontario. Fuel Industries is the 

operating entity of the Fuel Companies. Attached as Exhibit “A” is a copy of a corporate profile 

report for Fuel Industries. 

4. Fuel Industries wholly owns three U.S. subsidiaries- Fuel Industries (U.S.) Inc., with a 

head office in Los Angeles, California; Fuel Entertainment Inc. and All Girl Arcade Inc. The 

latter two companies have no business activity or assets. There are also two additional U.S. 
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companies in the Fuel empire- Fuel Games Inc. and MishMosh Inc.,  neither of which have any 

business activity or assets. Attached as Exhibit “B” is a copy of the corporate organization chart 

for the Canadian and U.S. Fuel entities. The U.S. entities do not form part of these proceedings. 

5. Fuel Technologies is also an Ontario corporation with its registered head office in 

Ottawa, Ontario. Fuel Technologies does not carry on operations and its assets primarily 

include its ownership of the intellectual property developed under the Fuel brand and shares in 

an online gaming tournament service provider, as further described below. Attached as Exhibit 

“C” is a copy of a corporate profile report for Fuel Technologies.  

6. Fuel Industries and Fuel Technologies have the same shareholder structure. A copy of a 

capitalization table showing Fuel Industries’ shareholder structure and the respective 

ownership interests of each shareholder current as of December 31, 2016 is attached as Exhibit 

“D” to my affidavit.  

7. The Fuel Companies occupy the same head office located in Ottawa, Ontario and share 

common management and administrative support and are both indebted to Chou Associates 

Management Inc. (“Chou Management”) pursuant to credit facilities made available to them by 

Chou Management and the Royal Bank of Canada (“RBC”) between 2013 and 2016, as further 

outlined below. 

Current Financial Position 

8. The key assets of the Fuel Companies are customer contracts and the intellectual 

property used in the Fuel business, which is largely comprised of trademarks used in interactive 

software for distribution via electronic means, as well as design platforms containing the 

necessary components to implement and deploy online and mobile interactive applications (the 

“Intellectual Property”). The Intellectual Property includes licensing agreements for interactive 

video games, technology platforms, digital application platforms and products, and certain 

domain names owned by the Fuel Companies. As further described below, Fuel Industries 

transferred its right, title and interest in the Intellectual Property to Fuel Technologies through 

an Intellectual Property and Software Transfer Agreement dated September 1, 2015.  
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9. Fuel Industries’ most current consolidated unaudited financial statements are for the 

fiscal year ended December 31, 2016, copies of which are attached as Exhibit “E” to my 

affidavit. The financial statements show that Fuel Industries is insolvent. Fuel Industries’ 

current and capital assets as of December 31, 2016 totalled $8,248,178 consisting of accounts 

receivable, incoming tax credits (for the 2016 fiscal year and for future years), work in progress, 

prepaid deposits, office supplies and equipment. Fuel Industries’ had total liabilities of 

$14,240,233.  

10. I understand that the Fuel Companies’ financial difficulties arose from declines in 

revenues caused by hanging market conditions, loss of clients and loss of employees. The Fuel 

Companies operated at a loss of $414, 165 in 2014 and $3,769,542 in 2015 and are currently 

insolvent. Copies of Fuel Industries’ audited financial statements for the 2015 fiscal year are 

attached as Exhibit “F” of my affidavit.   

Employees 

11. As of the date of swearing this affidavit, Fuel Industries employs approximately 30 

people and one of its U.S. subsidiaries, Fuel Industries (U.S.) Inc., employs approximately 6 

people for a total of 36 employees, all of whom are non-unionized. Of these employees, 

approximately 11 make up senior management and administrative office positions and 25 are 

creative content and sales force staff. The Fuel Companies do not sponsor any pension plans for 

their employees.  

Financing and Secured Creditors 

The Fuel Companies’ Indebtedness to Chou Management 

The 2015 Credit Agreement 

12. Chou Management is a privately owned, independent investment firm which manages a 

series of five open-ended mutual funds for a broad range of individual and corporate investors 

throughout Canada. Pursuant to a Loan Agreement between Fuel Industries and Chou 

Management dated as of February 9, 2015, as subsequently further amended on August 24, 2015 

and February 5, 2016 (the “2015 Credit Agreement”), Chou Management made a non-revolving, 
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reducing credit facility in the amount of CAD$7,500,000 available to Fuel Industries. Attached 

as Exhibit “G” to my affidavit is a copy of the 2015 Credit Agreement. The 2015 Credit 

Agreement was scheduled to mature on February 9, 2016. 

13. As security for Fuel Industries’ indebtedness to Chou Management under the 2015 

Credit Agreement, Fuel Industries provided the following (the “2015 Security”): 

(a) a General Security Agreement on February 9, 2015 in favour of Chou 

Management, a copy of which is attached as Exhibit “H” to my affidavit; 

(b) a Specific Assignment Agreement dated February 9, 2015, whereby Fuel 

Industries assigned to Chou Management, its right, title and interest in 

refundable tax credits (the “Tax Credits”) it may be entitled to receive for eligible 

Ontario labour, marketing and distribution expenditures relating to the 

development of interactive digital media products, including the Ontario 

Interactive Digital Media Tax Credit (the “OIDMTC”). A copy of the Specific 

Assignment is attached as Exhibit “I” to my affidavit;  

(c) the 2015 Credit greement was amended on August 24, 2015 (the “August 2015 

Amendment”) to reflect Fuel Industries’ transfer of its right, title and interest in 

the Intellectual Property to Fuel Technologies;  

(d) the transfer of the Intellectual Property from Fuel Industries to Fuel Technologies 

was evidenced through an Intellectual Property and Software Transfer 

Agreement dated September 1, 2015, a copy of which is attached as Exhibit “J” to 

my affidavit; and  

(e) as security for the August 2015 Amendment, Fuel Technologies guaranteed Fuel 

Industries’ obligations to Chou Management and granted a General Security 

Agreement in favour of Chou Management in all of its property. Copies of the 

Fuel Technologies Guarantee and General Security Agreement are attached, 

respectively, as Exhibits “K” and “L” to my affidavit. 
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14. Pursuant to a Subordination Agreement between Fuel Industries, RBC (Fuel’s bank) and 

Chou Management dated February 5, 2015, a copy of which is attached as Exhibit “M” to my 

affidavit, a February 2, 2015 Letter Agreement between Chou Management and RBC and an 

August 25, 2015 Subordination Agreement, copies of which are attached as Exhibits “N” and 

“O” to my affidavit, Chou Management agreed to subordinate the Chou Management Security 

to the RBC Security granted in connection with the RBC Indebtedness, as these terms are 

defined below, with respect to all of the property of Fuel Industries apart from the Tax Credits 

and all property of Fuel Technologies, over which assets Chou Management continued to hold 

first ranking security. 

15.  The maturity date under the 2015 Credit Agreement was extended from February 9, 

2016 to June 1, 2016 pursuant to a February 5, 2016 Amendment to Loan Agreement, which also 

increased the interest rate payable under the 2015 Credit Agreement. A copy of the February 

2016 Amendment to Loan Agreement is attached as Exhibit “P” to my affidavit. 

16. At this same time, in mid- 2015, Fuel Industries engaged McCracken Holdings, LLC 

(“McCracken”), to manage and assist it in the completion of a sale transaction to secure a buyer 

of the business of Fuel Industries. McCracken ran a sales process but was unable to generate 

interest in the purchase of the business at the time. The report of the Fuel Companies’ financial 

advisor Richter Advisory Group Inc. (“Richter”), in its capacity as Proposal Trustee, as 

discussed below, describes McCracken’s sale process in greater detail. 

The 2016 Credit Agreement 

17. The Fuel Companies continued to experience financial difficulties after the February 

2016 extension and were not in a position to repay the obligations as the June 2016 maturity 

date approached. 

18. On June 22, 2016, Chou Management entered into an Interim Credit Agreement with 

Fuel Technologies (the “2016 Credit Agreement”). Pursuant to the 2016 Credit Agreement, 

Chou Management agreed to extend a further CAD $1,100,000 credit facility to Fuel 

Technologies for the purposes of funding the interest owing by Fuel Industries under the 2015 

Credit Agreement and to provide working capital to cover specific critical overhead obligations 

of Fuel Industries, such as payroll, outstanding source deductions and overdue rent payments 
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(the 2015 Credit Agreement, as amended to the date hereof, and the 2016 Credit Agreement 

together form the “Chou Management Loan Documents”). 

19. Pursuant to the 2016 Credit Agreement, Fuel Technologies agreed to co-operate with 

Chou Management in pursuing a sale of the business of Fuel Technologies, Fuel Industries and 

Fuel Industries’ subsidiaries on or before September 30, 2016. Chou Management was granted 

the right to oversee the sale process and approve the terms of any sale that was to take place. 

The management of Fuel Technologies, Fuel Industries and its subsidiaries was granted the 

right to purchase or arrange for the purchase of all of their indebtedness, liabilities and 

obligations to Chou Management on or before July 31, 2016.  They were unable to secure such a 

transaction by July 31, 2016, or at all.  The maturity date under the 2016 Credit Agreement was 

further extended to the earlier of September 30, 2016 or the date of the sale of all of the issued 

and outstanding shares or substantially all of the property and assets of the Fuel Companies 

and Fuel Industries’ subsidiaries.  

20. As further described below, although the Fuel Companies’ entered into a non-binding 

Letter of Intent for the sale of substantially all of their business in November 2016, this 

transaction did not proceed and the sales process undertaken in 2016 did not result in any 

transaction being finalized. 

21. The 2016 Credit Agreement also granted Chou Management and its appointed 

representatives the ability to work with the management of Fuel Technologies, Fuel Industries 

and Fuel Industries’ subsidiaries to provide oversight of the operation of their business, and 

required the Fuel Companies to provide a variety of financial reporting to Chou Management, 

including weekly reports on sales, customer orders, aged accounts receivable, aged accounts 

payable and audited consolidated annual financial statements. 

22. The following security was provided to Chou Management in connection with the 2016 

Credit Agreement (together with the 2015 Security, the “Chou Management Security”): 

(a) the benefit of the existing security granted under the 2015 Credit Agreement; 

(b) a Specific Assignment of the Tax Credits, a copy of which is attached as Exhibit 

“Q” to my affidavit; and 

32



6758782 v10 

- 8 - 

  

(c) general security agreements from Fuel Technologies, Fuel Industries, Fuel 

Industries (U.S.) Inc., All Girl Arcade Inc., Fuel Entertainment Inc, copies of 

which are attached as Exhibit “R” to my affidavit. 

23. Fuel Technologies also issued an interest-bearing Promissory Note in the amount of 

CAD $1,100,000 in favour of Chou Management and payable on the maturity date of the 2016 

Credit Agreement, which is appended as Schedule “B” to the 2016 Credit Agreement. 

24. Further, the 2016 Credit Agreement provided for the creation of a segregated bank 

account maintained at the Royal Bank of Canada in the name of Fuel Industries in trust in 

favour of Chou Management for all Tax Credits received by Fuel Industries.  

25. The maturity date of the 2015 Credit Agreement, as amended, and the 2016 Credit 

Agreement was further extended to December 15, 2016 and then again to March 31, 2017. 

Attached as Exhibit “S” is email correspondence between Francis Chou, the Chief Executive 

Officer of Chou Management, and Andy Wing, the former Chief Executive Officer of Fuel 

Industries and Fuel Technologies, documenting these extensions. The Fuel Companies’ total 

indebtedness to Chou Management under the Chou Management Loan Documents as of July 

26, 2017 is $7,446,201.91, inclusive of costs (the “Chou Management Indebtedness”).  

26. During this time, the Fuel Companies were making efforts to advance a sale of 

substantially all of their business, as contemplated by the 2016 Credit Agreement. To that end, 

on November 18, 2016, Fuel Industries entered into a non-binding Letter of Intent for the sale of 

substantially all of its business, which contemplated that a portion of the purchase price would 

be paid to Chou Management to be applied toward the amounts outstanding under the Chou 

Management Loan Documents. Ultimately, this transaction did not proceed. As further 

described below, this bidder was contacted by the Fuel Companies’ financial advisor Richter 

during the sale and investment solicitation process (the “SISP”), but did not express renewed 

interest in a transaction with the Fuel Companies. 

The Fuel Companies’ Indebtedness to RBC and Assignment to Chou Management 

27. RBC previously made credit facilities available to Fuel Industries pursuant to a loan 

agreement dated October 29, 2013, as amended by amending agreements dated March 18, 2014, 
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February 3, 2015, August 24, 2015 and September 8, 2016 and as supplemented by a forbearance 

agreement dated as of February 9, 2017 (the “RBC Forbearance Agreement”) and assigned to 

Chou Management (the “RBC Loan Agreement”), pursuant to which Fuel Industries had 

outstanding debts, liabilities and obligations to Chou Management totaling $303,895.75 as of 

May 23, 2017, inclusive of interest and costs (together with the amounts advanced during the 

Forbearance Period, as defined below, the “RBC Indebtedness”). A copy of the RBC Loan 

Agreement, as amended, is attached as Exhibit “T” to my affidavit and a copy of the RBC 

Forbearance Agreement is attached as Exhibit “U” to my affidavit.  

28. Fuel Technologies guaranteed the repayment of the RBC Indebtedness, as defined below 

pursuant to a Guarantee and Indemnity Agreement dated August 24, 2015, a copy of which is 

attached as Exhibit “V” to my affidavit. 

29. The RBC Indebtedness, as defined below, is secured by general security agreements 

from Fuel Industries and Fuel Technologies (the “RBC Security”), copies of which are attached 

as Exhibit “W” to my affidavit. 

30. Pursuant to an Assignment of Debt and Security Agreement dated May 23, 2017 (the 

“RBC Assignment”), a copy of which is attached as Exhibit “X” to my affidavit,  RBC assigned 

to Chou Management all of RBC’s right, title and interest in the RBC Indebtedness,  as defined 

below, the RBC Loan Agreement and the RBC Security. 

31. Following the assignment, further advances were made under the RBC Loan Agreement 

by Chou Management, such that the amount owing under the RBC Loan Agreement as of July 

7, 2017 is $1,021,624.10 (the “RBC Indebtedness”). 

PPSA Registrations 

32. A search of the Personal Property Security Registration System (“PPRS”) as of July 10, 

2017 shows that the only registrations against the Fuel Companies are Chou Management, 

equipment lessors and Dahavland Capital Corporation, in trust. Dahavland Capital was a 

shareholder of Fuel Industries who issued a promissory note to Fuel Industries which has been 

repaid in full. There are no further amounts owing to Dahavland Capital Corporation by the 
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Fuel Companies. In addition, the Fuel Companies are current on payments to equipment 

lessors.  

Other Indebtedness 

33. I understand from a review of the Fuel Companies’ corporate information that in 

addition to the RBC Indebtedness and the Chou Management Indebtedness, Fuel Industries and 

Fuel Technologies have the following indebtedness: 

(a) Approximately CAD $337,000 in arrears owing under a May 30, 2013 lease 

agreement between Fuel Industries and Metcalfe Realty Company Limited with 

respect to Fuel Industries’ Ottawa premises (the “Lease”); 

(b) Approximately US$415,900 owing to Andy Wing, the former Chief Executive 

Officer of Fuel Industries, pursuant to a January 1, 2017 Secured Term Loan. A 

copy of the term loan is attached as Exhibit “Y” to my affidavit;  

(c) Accounts payable to Fuel’s unsecured creditors totalling in excess of CAD 

$250,000 as at July 26, 2017, which are comprised of the following;  

(i) Fuel Industries guaranteed the obligations of Fuel Industries (U.S.) Inc. 

under its U.S. lease, and the U.S. landlord has commenced litigation- the 

damages claimed have not been quantified but could be in the six figures; 

(ii) Fuel Industries has a US $80,000 debt to Heartbeat Technologies for 

services rendered in 2016. In July 2017, Heartbeat Technologies 

commenced an action in the Superior Court of San Diego seeking 

damages in the amount of US $80,000; 

(iii) RCC Ventures Inc., who was previously engaged to seek debt funding 

opportunities for Fuel Industries, has commenced a lawsuit against Fuel 

Industries and its U.S. subsidiary Fuel Industries (U.S.) Inc. in the Civil 

Court of the State of New York seeking damages for breach of contract, 

quantum meruit and unjust enrichment in the amount of US $15,000; 
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(iv) Fuel Industries is indebted to AdTheorent, Inc. in the amount of CAD 

$80,000 related to mobile media advertising services provided by 

AdTheorent for the benefit of one of Fuel Industries’ customers.  On June 

23, 2017, AdTheorent has issued a formal demand for this debt; and 

(v) There are three Ontario Small Claims Court judgments against Fuel 

Industries which cumulatively exceed CAD $55,000. In satisfaction of one 

of these judgments, Fuel Industries’ bank account was garnished on July 

13, 2017 in the amount of $ 25,275. 

Employee Liabilities 

34. As noted above, in 2016 the Fuel Companies employed 30 employees in Canada and 6 in 

the U.S.  Due to financial difficulties facing the Fuel Companies, a number of employees over 32 

have resigned in the last year.  The Fuel Companies are current on all required payments in 

respect of employee wages, vacation pay and benefits to its employees, as well as all amounts 

that are required to be remitted to governmental authorities through source deductions or 

otherwise.  There are a number of outstanding obligations to employees relating to outstanding 

commissions, benefits and expenses, totalling in excess of $39,000 including corporate expenses 

I paid on behalf of the company by various employees in the past year totalling in excess of 

$63,000.  

Default on Payment of RBC Indebtedness and RBC Forbearance   

35. Fuel Industries and Fuel Technologies defaulted in the payment of the RBC 

Indebtedness on or about January 13, 2017.  In January 2017, RBC delivered a demand letter and 

a Notice of Intention Enforce Security pursuant to section 244 of the Bankruptcy and Insolvency 

Act (Canada) (the “BIA”) to Fuel Industries, a copy of which is attached as Exhibit “Z” to my 

affidavit. 

36. RBC entered into the RBC Forbearance Agreement with the Fuel Companies on 

February 9, 2017 pursuant to which RBC agreed to forbear from taking any enforcement steps in 

connection with the RBC Security until May 10, 2017.  The restrictions under the RBC 

Forbearance Agreement caused further cash constraints for the Fuel Companies. 
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37. In order to assist Fuel in avoiding receivership and liquidation in May when the RBC 

Forbearance was expiring, the RBC Indebtedness, the RBC Loan Agreement and the RBC 

Security were assigned to Chou Management pursuant to the RBC Assignment. At that time 

Chou Management paid the RBC in the full amount of its outstanding balance (totalling 

$303,895.75), and funded an additional $318,500 towards what Chou Management believed 

were the critical payables owing at the time including outstanding wages.   

Default on Payment of Chou Management Indebtedness and Chou Management Forbearance 
Arrangements 

38. Fuel Technologies and Fuel Industries defaulted in the payment of the Chou 

Management Indebtedness on or about April 1, 2017. On May 23, 2017, the Fuel Companies 

entered into a Forbearance, Restructuring and Support Agreement with Chou Management (the 

“Chou Forbearance Agreement”) pursuant to which Chou Management agreed to forbear from 

taking any enforcement steps in connection with the RBC Security and the Chou Management 

Security until June 27, 2017 (the “Forbearance Period”). A copy of the Forbearance Agreement 

is attached as Exhibit “AA” to my affidavit. 

39. The Forbearance Agreement was entered into with a view to providing the Fuel 

Companies with additional time to attempt to restructure their business and affairs and to 

secure financing to repay their indebtedness or seek one final opportunity to pursue a sale of 

their business as a going concern. Richter was appointed financial advisor to assist the Fuel 

Companies with this process during the Forbearance Period. 

40. As a condition of Chou Management entering into the Forbearance Agreement, the Fuel 

Companies delivered a consent to the appointment of a receiver over their property upon the 

application by Chou Management for such an appointment, and a consent to judgment in 

favour of Chou Management. Copies of these are attached as Exhibit “BB” and “CC” to my 

affidavit. The Forbearance Agreement amended the RBC Loan Agreement to convert the credit 

facility thereunder from a revolving demand facility to a non-revolving demand facility, and to 

reflect the CAD $318,500 advance made by Chou Management. 

41. On June 14, 207, Chou Management and the Fuel Companies entered into a First 

Amendment to the Forbearance Agreement (the “First Amendment”), to document a further 
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$100,000 advance by Chou Management to Fuel. The funds advanced pursuant to the First 

Amendment were only to be used to make certain additional critical payments to permit Fuel 

Industries and Fuel Technologies to continue operating during the Forbearance Period. A copy 

of the First Amendment is attached as Exhibit “DD” to my affidavit. 

42. On June 27, 2017, Chou Management and the Fuel Companies entered into a Second 

Amendment to the Forbearance Agreement (the “Second Amendment”), which extended the 

Forbearance Period to July 14, 2017 and provided for a grid for recording Chou Management’s 

further advances to the Fuel Companies during the extended Forbearance Period. A copy of the 

Second Amendment is attached as Exhibit “EE” to my affidavit. 

43. The Second Amendment expired on July 14, 2017, without being extended. The RBC 

Indebtedness and the Chou Management Indebtedness remain owing by the Fuel Companies in 

full. On July 17, 2017, Chou Management delivered demand letters and a Notice of Intention 

Enforce Security pursuant to section 244 of the BIA to Fuel Industries and Fuel Technologies, 

copies of which are attached as Exhibits “FF” and “GG”, respectively, to my affidavit. 

Marketing and Sale Process  

44. It was a term of the Chou Forbearance Agreement that the Fuel Companies would 

complete a SISP with the supervision of Richter, who was appointed financial advisor to the 

Fuel Companies around this time.  I am advised by Richter that as part of the SISP, Richter sent 

an advertisement to prospective purchasers in the same industry as the Fuel Companies, a few 

of whom had previously expressed interest in acquiring the Fuel Companies’ business.  The 

advertisement provided an overview of the Fuel Companies’ business, the strengths of the 

investment opportunity and a high-level overview of the SISP. A copy of the advertisement is 

attached as Exhibit “HH” to my affidavit. Richter circulated a letter inviting submissions of 

binding proposals for the purchase of the Fuel Companies’ business on or before July 14, 2017. 

A copy of the letter is attached as Exhibit “II” to my affidavit. Fuel and Richter established a 

data room in connection with the SISP, which potential bidders were permitted to enter into on 

the signing of a non-disclosure agreement.  
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45. Despite the efforts of Richter and the Fuel Companies, no acceptable arrangements 

could be made for the sale of the Fuel Companies’ business to third parties prior to the July 14, 

2017 deadline. 

46. The Proposal Trustee’s Report to be filed in conjunction with this motion will further 

outline the sales efforts undertaken during this time. 

The Sale Transaction 

47. Pursuant to the terms of the Chou Forbearance Agreement, and as described above, 

Richter and the Fuel Companies kept Chou Management informed of their efforts with respect 

to the sale of their business and continued to provide ongoing financial reporting to Chou 

Management.  

48. During the Forbearance Period, Chou Management engaged in discussions with Richter 

and representatives of Fuel Technologies and Fuel Industries in connection with a proposed 

purchase of their business should no other acceptable bidders surface during the SISP. 

49. On July 28, 2017, Chou Management and the Fuel Companies reached an agreement in 

principle for the Sale Transaction, which involves the sale of substantially all of Fuel’s property. 

The Sale Transaction takes the form of a credit bid, whereby 2581485 Ontario Inc., a corporation 

controlled by Chou Management, will acquire substantially all of the property, undertakings 

and assets of Fuel Industries and Fuel Technologies in exchange for, inter alia, assuming a 

portion of the Chou Management Indebtedness and the RBC Indebtedness.  

50. The material terms of the Sale Agreement are the following: 

(a) the Purchaser will acquire substantially all of the Fuel Companies’ right, title and 

interest in the Fuel Companies’ property, assets and undertakings on an “as is, 

where is” basis, including the Intellectual Property and Tax Credits; 

(b) the Purchaser will not acquire the Lease or the shares or equity interests in any 

U.S. subsidiaries of the Vendor; 
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(c) the Purchaser shall be responsible on and after the closing of the Sale Agreement  

for all liabilities for salary, commissions, vacation pay, and other compensation 

relating to employment of  the employees to whom the Purchaser offers 

employment and who accept the Purchaser’s offer.  The Purchaser anticipates 

extending offers to approximately 25 Canadian employees 3 U.S. employees;  

(d) the Purchaser shall assume certain of the Fuel Companies’ material customer 

contracts and will make commercially reasonable efforts to obtain the 

counterparty consents to such assignment, where necessary. Where a 

counterparty does not consent, the Purchaser will seek a Court order assigning 

the material contract to the Purchaser on or before the closing date of the Sale 

Transaction; and 

(e) the purchase price under the Sale Agreement will include, among other things, a 

portion of the Chou Management Indebtedness and the RBC Indebtedness, that 

was assigned to Chou Management. 

51. The Sale Transaction will permit the Fuel Companies’ business to continue and the 

goodwill of their business to survive, as well as maintaining jobs. 

52. There exists no alternative going concern sale of the Fuel Companies’ property following 

the completion of the SISP. 

The NOI Proceedings 

53. On July 26, 2017, Fuel Industries and Fuel Technologies each filed a Notice of Intention 

to File a Proposal (the “NOI”) under the BIA and commenced proposal proceedings (the 

“Proposal Proceedings”).  Copies of the NOIs are attached collectively as Exhibit “JJ” and 

“KK” to my affidavit. The NOI filings were necessary to provide stability to the Fuel 

Companies and permit the implementation of the proposed Sale Transaction. 

54. Richter was appointed as Proposal Trustee in the Proposal Proceedings. 
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Administrative Consolidation 

55. As noted above, the relationships among the Fuel Companies are closely intertwined. 

The Fuel Companies share common management and administrative support and have parallel 

loan obligations to Chou Management under the Chou Management Indebtedness and the RBC 

Indebtedness. The Sale Transaction deals with the sale of the property of both Fuel Companies 

in a single transaction. 

56. I believe that it would be in the best interest of all interest persons if the Fuel 

Companies’ Proposal Proceedings proceeded jointly. The consolidation of the Proposal 

Proceedings would prevent the duplication of efforts to file and maintain two separate sets of 

motion materials over the course of the proposal, which will reduce costs in the proceedings. 

This would be in furtherance of the principle of proportionality and will maximize the recovery 

for the Fuel Companies’ stakeholders. 

DIP Financing and DIP Charge 

57. Chou Management has agreed to provide the DIP Facility to the Fuel Companies, up to 

a maximum amount of $350,000, subject to certain conditions including the Fuel Companies 

obtaining an Order in the Proposal Proceedings granting the DIP Charge in priority to all 

encumbrances. A copy of the DIP Term Sheet is attached as Exhibit “LL” to my affidavit. 

58. The key terms of the DIP Term Sheet are:  

(a) availability of up to $350,000 by way of non-revolving advances made on request 

of the Fuel Companies and subject to the approval of the Proposal Trustee and 

the DIP Lender for purposes of financing expenses in connection with the 

Proposal Proceedings and any post-filing obligations during the Proposal 

Proceedings; 

(b) the Fuel Companies may request an immediate advance under the DIP Facility 

upon the granting of the DIP Order in an amount to be approved by the DIP 

Lender in its sole discretion, and further drawdowns may be requested by the 

41



6758782 v10 

- 17 - 

  

Fuel Companies by providing written notice to the DIP Lender at least two (2) 

business days prior to the date the advance is intended to be made; 

(c) advances under the DIP Facility bear interest at 10% per annum and are 

repayable on maturity being the earlier of August 31, 2017 or the date that (i)  the 

Sale Transaction is completed, (ii) the stay of proceedings expires without being 

renewed, (iii) the Proposal Proceedings are terminated, (iv) a proposal is filed, or 

(v) an event of default occurs under the DIP Facility; and 

(d) the DIP Facility is subject to conditions, covenants and events of default 

customary for DIP financings.  

59. The purpose of the DIP Financing is primarily to fund administrative and professional 

costs during the Proposal Proceedings. The DIP Financing is required due to the Fuel 

Companies’ dire financial circumstances, which have severely limited their access to cash. The 

DIP Lender is Chou Management, the Fuel Companies’ senior secured creditor, and I 

understand the Proposal Trustee supports the approval of DIP Financing and the granting of 

the DIP Charge. I am advised by Sanja Sopic and do verily believe that all creditors with 

registrations on the PPRS will be provided with service of this motion.  

The Approval of the Sale Transaction  

60. The Fuel Companies are currently insolvent and are in default of their obligations to 

Chou Management in excess of $8,467,826.01, inclusive of the RBC Indebtedness assigned to 

Chou, interest and costs. Due to their dire financial position, the Fuel Companies have no 

reasonable prospect of paying back the indebtedness. Chou Management has provided several 

extensions of the Chou Management Loan Documents and entered into a Forbearance 

Agreement, which was amended on multiple occasions, to provide the Fuel Companies with 

more time to attempt to restructure their affairs and secure alternate financing to repay their 

indebtedness or seek a sale of their business as a going concern. During the Forbearance Period, 

Chou Management advanced an additional $703,500 in order to ensure the business could 

survive in anticipation of a sale transaction. 
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61.  With Richter’s assistance, the Fuel Companies carried out a robust SISP over an 8-week 

period commencing in May 2017, and the Fuel Companies made previous efforts in 2015 and 

2016 to sell their business to third parties. Neither the SISP nor the Fuel Companies’ previous 

sale efforts yielded an acceptable offer for the sale of the Fuel Companies’ business to third 

parties. 

62. The Sale Agreement represents the best means of preserving value for Chou 

Management and preserving the enterprise for the greatest number of stakeholders of the Fuel 

Companies’ business.  

63. The Sale Transaction contemplates a transition of the Fuel Companies’ business to the 

Purchaser and amounts to a consensual compromise of a portion of the Chou Management 

Indebtedness and the RBC Indebtedness that will cause minimal disruption to the business if 

approved.  

64. In light of the Fuel Companies’ dire financial situation, the lack of alternate sources of 

financing and the Fuel Companies’ unsuccessful efforts to sell their business to a third party, 

there is significant risk that any delay in approving the Sale Transaction would jeopardize the 

remaining value in the Fuel Companies’ business and would result in the loss of customers and 

critical employees. 

65. The Purchaser and the Fuel Companies are not related persons as that term is defined in 

the BIA. 

66. I am advised by Sanja Sopic of Stikeman Elliott LLP that, in accordance with section 

65.13(8) of the BIA, the Fuel Companies can and will make the payments (or satisfactory 

arrangements therefor) that are required under sections 60(1.3)(a) and (1.5)(a) of the BIA (as 

applicable). 

67. I am further advised by Sanja Sopic that the parties listed on the PPRS at Exhibit “MM” 

to this affidavit will be served with notice of this motion and copies of the motion materials.   

68. I swear this affidavit in support of the Fuel Companies’ motion to approve the Sale 

Agreement and convey the assets, property and undertakings of the Fuel Companies to the 
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Purchaser, approve the DIP Term Sheet and the DIP Charge and for no other or improper 

purpose. 

SWORN BEFORE ME at the City of 
Ottawa, on July 31, 2017. 

  
Commissioner for Taking Affidavits 

  
MICHEL BURNS 
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Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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Shareholder Name Class A Common
Mike Burns 2,746,794

Dave Ozipko 2,876,529

Jeff Doiron 2,821,454

Dahavland Capital Corporation 1,172,916

1278690 Ontario Limited, in Trust 1,172,916

2088845 Ontario Inc. 1,172,916

Joshsam Holdings Inc. 1,172,916

Andrew Wing 2,410,089

Total 15,546,530

Number of Shares Held

FUEL INDUSTRIES INC.
Shareholders Register as of December 31, 2016

Fuel Industries Shareholders Register at December 31, 2016
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Unaudited

Current Assets

Cash ($421,243)

Accounts Receivable $1,284,205

Tax Credits & Other Receivables (Non Trade) $4,831,706

Work in progress $758,011

Prepaids and Deposits $181,498

Total Current Assets $6,634,178

Capital Assets

Future Tax Asset $1,499,488

Property, Plant and Equipment $114,513

Total Capital Assets $1,614,001

TOTAL ASSETS $8,248,178

Current Liabilities

Accounts Payable $2,748,824

Accrued Liabilities $1,261,808

Lease Inducement $29,352

Deferred revenue $1,634,471

Total Current Liabilities $5,674,455

Long Term Liabilities

LT Lease Inducement $47,390

Long Term Debt $8,292,004

Due to Shareholder $226,384

Total Long Term Liabilities $8,565,777

Total Liabilities $14,240,233

Equity

Common Shares $2,336,352

Contributed Surplus $770,455

Retained Earnings ($9,286,430)

Net Income $187,569

Total Equity ($5,992,054)

TOTAL LIABILITIES AND EQUITY $8,248,178

Assets

Liabilities and Equity

Fuel Industries Inc.
Balance Sheet

As of December 31, 2016

Page 1
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Unaudited

Actual

Revenue 17,592,442          

Cost of sales: 9,401,059             

Gross Profit 8,191,382             

Gross Margin 47%

Operating Expenses

Sales and Marketing 1,668,291             

General & Administrative 4,130,932             

Exchange (Gains)/Losses (140,034)               

5,659,189             

EBITDA 2,532,194             

Depreciation 121,204                

Interest Charges 1,065,970             

Income Taxes 57,451                  

Loan Guarantee Expense 1,100,000             

NET INCOME/(LOSS) 187,569                

Fuel Industries Inc.
Consolidated Statement of Earnings

For The  Period Ending December 31, 2016

Year-to-Date

Page 2
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Deloitte LLP 
1600 - 100 Queen Street 
Ottawa ON K1P 5T8 
Canada Deloitte 
Tel: (613) 236-2442 
Fax: (613) 236-2195 
www.deloitte.ca  

Independent Auditor's Report 

To the Shareholders of 
Fuel Industries Tnc. 

We have audited the accompanying consolidated financial statements of Fuel Industries Inc. 
(the "Company"), which comprise the consolidated balance sheet as at December 31, 2015, and the 
consolidated statements of loss and deficit and of cash flows for the year then ended, and a summary of 
significant accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with Canadian accounting standards for private enterprises, and for such internal 
control as management determines is necessary to enable the preparation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the consolidated financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Mernbre de Member of Deloitte Touche Tohmatsu 

72



Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 2015, and the results of its operations and its cash flows for 
the year then ended in accordance with Canadian accounting standards for private enterprises. 

Emphasis of Matter 

Without qualifying our opinion, we draw attention to Note 2 in the consolidated financial statements 
which indicates that the Company incurred a net loss of $3,769,542, during the year ended December 31, 
2015 and as of that date, the accumulated deficit was $9,292,463. These conditions, along with other 
matters as set forth in Note 2, indicate the existence of a material uncertainty that may cast significant 
doubt about the Company's ability to continue as a going concern. 

Chartered Professional Accountants 
Licensed Public Accountants 

August 22, 2016 

Page 2 
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Fuel Industries Inc. 
Consolidated statement of loss and deficit 
year ended December 31, 2015 

2015 2014 
$ $ 

Revenue (Notes 14 and 16) 16,158,210 17,585,884 
Cost of sales (Note 11) 11,811,508 11,701,530 
Gross profit 4,346,702 5,884,353 

Operating expenses 
Sales and marketing 1,674,141 945,015 
General and administrative 4,622,655 4,442,815 
Amortization 352,667 330,385 

6,649,463 5,718,215 

(Loss) earnings before interest and finance charges and income taxes (Note 18) (2,302,761) 166,139 
Interest and finance charges (Note 7) (1,315,704) (650,475) 

Loss before income taxes (3,618,465) (484,336) 

Income taxes expense (recovery) 
Current 151,077 133,031 

Future (203,202) 
151,077 (70,171) 

Net loss (3,769,542) (414,165) 
Deficit, beginning of year (5,522,921) (5,108,756) 

Deficit, end of year (9,292,463) (5,522,921) 

See accompanying notes to the consolidated financial statements. 
Page 3 
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Fuel Industries Inc. 
Consolidated balance sheet 
as at December 31, 2015 

2015 2014 
$ $ 

Assets 
Current assets 

Accounts receivable (Note 15) 2,302,433 2,911,602 
Other receivables 166,804 172,489 
Government assistance receivable 3,014,053 2,762,316 

Unbilled receivables 108,564 413,308 

Prepaids and deposits 166,639 525,694 
Future income taxes 446,000 316,810 

6,204,494 7,102,219 

Government assistance receivable 1,909,796 1,277,337 
Future income taxes 1,053,488 1,182,678 
Property and equipment (Note 4) 200,205 338,540 
Intangible assets (Note 5) 8,694 33,774 

9,376,677 9,934,548 

Liabilities 
Current liabilities 

Bank indebtedness (Note 6) 441,242 168,004 
Accounts payable and accrued liabilities (Note 15) 2,300,491 2,388,368 
Deferred revenue 4,074,726 2,463,068 
Current portion of lease inducement 25,358 20,155 
Current portion of promissory notes (Note 7) 8,433,154 - 

Current portion of convertible debt (Note 8) - 6,500,277 
15,274,970 11,539,872 

Long-term lease inducement 54,006 79,144 

Due to shareholders 233,347 
15,562,323 11,619,016 

Commitments (Note 9) 

Shareholders'  deficiency 
Share capital (Note 10) 2,336,362 3,194,169 
Contributed surplus (Note 8) 770,455 285,026 

Warrants (Note 8) 359,258 

Deficit (9,292,463) (5,522,921) 
(6,185,646) (1,684,468) 
9,376,677 9,934,548 

Approved by the Board 

 

Director 

Director 

 

See accompanying notes to the consolidated financial statements. 
Page 4 
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Fuel Industries Inc. 
Consolidated statement of cash flows 
year ended December 31, 2015 

2015 2014 
$ $ 

Operating 
Net loss (3,769,542) (414,165) 

Items not affecting cash 
Amortization of property and equipment 166,668 229,997 

Amortization of intangible assets 24,198 48,825 

Amortization of financing charges 161,801 51,563 

Non-cash interest on convertible debt 67,738 640,177 

Non-cash accrued interest 564,666 - 
Stock-based compensation 38,539 8,381 

Future income taxes - (203,202) 

Amortization of lease inducement (19,936) 95,537 
(2,765,867) 457,113 

Changes in non-cash operating working 
capital items (Note 13) 2,550,696 2,168,911 

(215,171) 2,626,024 

Investing 
Acquisition of intangible assets (5,767) 

Increase in government assistance receivable (632,459) (1,277,337) 

Acquisition of property and equipment (27,451) (51,440) 
(659,910) (1,334,544) 

Financing 
Proceeds from Loan (Chou) 7,500,000 
Proceeds from Loan (Dahavland Capital Corporation) 368,496 
Proceeds from Shareholder's Loan 233,347 
Repayment of convertible debt (5,880,706) (841,491) 

Cancellation of Class A common shares (Note 10) (1,619,293) 
601,844 (841,491) 

Net cash inflow (outflow) (273,238) 449,989 

Bank indebtedness beginning of year (168,004) (617,993) 

Bank indebtedness, end of year (441,242) (168,004) 

See accompanying notes to the consolidated financial statements. 
Page 5 
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Fuel. Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

1. Description of business 

Fuel Industries Inc. (the "Company") began operations as a digital youth engagement agency in fiscal 
2001. Fuel is headquartered in Ottawa, Ontario and has an office in Los Angeles, California. Working 
with Fortune 1000 brands globally, the Company leverages their diverse technology platform and 
develops advanced, gamified, immersive content with a deep digital experience to drive brand 
awareness, customer acquisition and loyalty and incremental sales. Core competencies have resulted 
in rewards programs, virtual worlds, advergames, viral marketing campaigns and unique experiences 
involving augmented reality (AR), 3D animation and social gaming applications. Capitalizing on these 
roots, the Company has been investing in its own technology platform, entertainment properties, 
mobile games and a digital publishing product with the goal of maximizing multiple revenue streams in 
the future from digital and terrestrial products. 

2. Going concern 

The consolidated financial statements have been prepared in accordance with Canadian accounting 
standards for private enterprises ("ASPE") and on the basis of accounting principles applicable to a 
going concern. The going concern basis assumes that the Company will continue to operate for the 
foreseeable future and will be able to realize its assets and discharge its liabilities and commitments in 
the normal course of business. 

The Company had a net loss of $ 3,769,542 for the year ended December 31, 2015 and a working 
capital deficiency of $ 9,070,746 as at December 31, 2015. These conditions indicate the existence of 
material uncertainties that may cast significant doubt about the Company's ability to continue as a going 
concern. 

Subsequent to December 31, 2015, the Company has shifted its strategy and is solely focused on its 
profitable Agency services business. The company has discontinued its remaining unprofitable business 
units (Note 17) and is executing on its plan to return to profitable operations. These actions do not 
mitigate the Company's obligations for its outstanding promissory note (Note 18). 

The Company's ability to continue as a going concern is dependent upon its ability to generate cash 
flows from its operating activities, extend the maturity dates of promissory notes payable and seek 
additional financing over the next 12 months. If the going concern assumption was not appropriate for 
these consolidated financial statements, significant adjustments to the carrying values of assets and 
liabilities, reported expenses and balance sheet classifications would result. 

3. Significant accounting policies 

The consolidated financial statements have been prepared in accordance with ASPE and reflect the 
following significant accounting policies: 

Basis of presentation 

The consolidated financial statements include the accounts of the Company and its wholly-owned 
subsidiaries, All Girl Arcade Inc., Fuel Industries (U.S.) Inc. and Fuel Entertainment Inc. All inter-
company transactions and balances have been eliminated. 

Property and equipment and intangible assets 

Property and equipment and intangible assets are recorded at cost. Amortization is provided on a 
straight-line basis over the estimated useful lives of the assets as follows: 

Property and equipment  

Computer equipment 	 3 years 
Website 	 3 years 
Furniture and fixtures 	 5 years 
Leasehold improvements 	 Term of the lease (7-year period) 

Intangible assets  

Computer software 	 2 years 

In the year of acquisition, amortization is prorated based on the number of months remaining in the year. 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

3. 	Significant accounting policies (continued) 

Revenue recognition 

Project development revenue is recorded using the percentage-of-completion method. According to this 
method, revenues are recognized proportionately to the degree of completion of services under the 
contract when there is appropriate evidence of an arrangement. Deferred revenues represent amounts 
billed in advance of the provision of service. Unbilled receivables consists of work performed but not yet 
billed and is valued at the contract value. 

Website development and hosting revenue is recognized as services are rendered. 

Income taxes 

The Company follows the future income taxes method of accounting for income taxes. Under this 
method, future income taxes are recognized based on the expected future tax consequences of 
differences between the carrying amount of balance sheet items and their corresponding tax basis, 
using the enacted and substantively enacted income tax rates for the years in which the differences are 
expected to reverse. Future tax assets are recognized to the extent it is more likely than not they will be 
realized. 

Investment tax credits and government assistance 

The Company records investment tax credits and Ontario interactive digital media tax credits when 
qualifying expenditures related to these tax credits have been incurred and there is reasonable 
assurance that the credits will be realized. The credits are recorded as a reduction of the expense or the 
cost of the asset acquired to which the incentive applies. 

Impairment of long-lived assets 

Long-lived assets such as property and equipment and intangible assets are tested for recoverability 
whenever events or changes in circumstances indicate that their carrying amount may not be 
recoverable. An impairment loss is recognized when the carrying value exceeds the total undiscounted 
cash flows expected from the use and eventual disposition of the item. The amount of the impairment 
loss is determined as the excess of the carrying value of the asset over its fair value at the date of 
impairment. 

Use of accounting estimates 

The preparation of consolidated financial statements in conformity with Canadian accounting standards 
for private enterprises requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of revenues and expenses during the reporting 
period. Key components of the consolidated financial statements requiring management to make 
estimates include the allowance for doubtful accounts, percentage-of-completion for revenue 
recognition, future income taxes valuation, Ontario interactive digital media tax credits, accrued 
liabilities, stock-based compensation, useful lives and amortization rates for property and equipment and 
intangible assets. Actual results could differ from the estimates made by management. 

Research and development costs 

Current research costs are expensed as incurred. Development costs are deferred and amortized when 
the criteria for deferral under Canadian accounting standards for private enterprises are met, or 
otherwise, are expensed as incurred. To date, no such costs have been deferred. 

Foreign currency translation 

Translation of foreign currency transactions 

Foreign currency transactions of the Company are translated into Canadian dollars by the use of the 
exchange rate in effect at the date of the transaction. At each balance sheet date, monetary items 
denominated in a foreign currency are adjusted to reflect the exchange rate in effect at the balance 
sheet date and the related exchange gain or loss is recognized in net loss. 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

3. Significant accounting policies (continued) 

Foreign currency translation (continued) 

Integrated foreign operations 

Fuel Industries U.S. Inc. is an integrated foreign operation. Its monetary assets and liabilities are 
translated at the exchange rates in effect at the balance sheet date. Non-monetary assets and liabilities 
are translated at historical rates. Revenues and expenses are translated at average rates for the year 
except for amortization, which is translated at historical rates. Translation gains or losses are included in 
net earnings (loss). 

For the year ended December 31, 2015, a foreign exchange loss of $290,910 (2014 - $109,889) is 
included in general and administrative expenses. 

Stock-based compensation 

Equity-settled stock-based compensation awards granted to employees are measured at fair value at 
the grant date using the calculated value method. The fair value determined at the grant date of the 
equity settled stock option awards is expensed on a straight-line basis over the vesting period and 
forfeitures are accounted for as an adjustment to expense when incurred. 

Financial instruments 

Financial assets and financial liabilities are initially recognized at fair value when the Company becomes 
a party to the contractual provisions of the financial instrument. Subsequently, all financial instruments 
are measured at amortized cost, except for cash which is measured at fair value. 

Transaction costs related to financial instruments measured subsequent to initial recognition at fair value 
are expensed as incurred. Transaction costs related to other financial instruments are added to the 
carrying value of the asset or netted against the carrying value of the liability and are then recognized 
over the expected life of the instrument using the effective interest method. Any premium or discount 
related to an instrument measured at amortized cost is amortized over the expected life of the item using 
the effective interest method and recognized in net earnings as interest income or expense. 

With respect to financial assets measured at cost or amortized cost, the Company recognizes in net 
earnings an impairment loss, if any, when there are indicators of impairment and it determines that a 
significant adverse change has occurred during the period in the expected timing or amount of future 
cash flows. When the extent of impairment of a previously written-down asset decreases and the 
decrease can be related to an event occurring after the impairment was recognized, the previously 
recognized impairment loss is reversed to net earnings in the period the reversal occurs. 

The proceeds of the issuance of convertible debt are allocated to the liability component and the 
conversion right (the equity component) is determined to be zero. 

4. Property and equipment 

2015 2014 

Cost 
Accumulated 
amortization 

Net book 
value 

Net book 
value 

$ $ 

Computer and equipment 939,684 865,841 73,843 169,887 

Website 161,631 161,631 
Furniture and fixtures 287,521 223,155 64,366 88,874 

Leasehold improvements 1,509,886 1,447,890 61,996 79,779 

2 898 722 2 698 517 200 205 338 540 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

5. Intangible assets 

	

2015 	2014 

	

Accumulated 	Net book 	Net book 

	

Cost amortization 	value 	value 
$ 	 $ 	 $ 	 $ 

 

Computer software 481,524 	472,830 	8,694 	33,774 , 

  

6. Bank indebtedness 

 

At December 31, 2015, short-term bank credit facilities consisted of an operating line of credit, with 
interest at prime plus 3.5%, in the amount of $750,000, combined Canadian and U.S. The bank 
indebtedness is secured by a general security agreement, various shareholder guarantees, 
postponement of claims, a priorities agreement dated February 10, 2015, cash collateral agreement, 
portfolio monitoring and securities control agreement and indemnity agreement. At year-end, the 
Company's net bank indebtedness position consisted of: 

2015 2014 
$ $ 

Line of credit (403,040) (455,000) 
(Bank indebtedness) cash (38,202) 286,996 

(441,242) (168,004), 
11111■• 

7. Promissory notes 

2015 2014 
$ $ 

Chou Associates Management promissory note (a) 8,064,658 

Dahavland Capital Corporation demand promissory note (b) 368,496 
8,433,154 ••• 

Less current portion 8,433,154 
Lonq term debt 

a) The promissory note bears interest at 14% per annum and repayable quarterly in interest only 
installments. Principal repayments due on receipt of the Ontario Interactive Digital Media Tax Credit 
refunds. Subsequent to year-end, the maturity date of February 9, 2016 was extended to June 1, 
2016 with interest rates increasing 2% per month starting April 1, 2016 as disclosed in Note 19. A 
placement fee of 4% of principal, or $300,000 due at maturity has been accrued and included in the 
promissory note. On June 22, 2016 the maturity date of the note was further extended to September 
30, 2016 with the annual interest rate subsequent to June 30, 2016 revised to a fixed 14% per 
annum. 

b) The demand promissory note bears interest at 14% per annum, calculated and payable at the end of 
the term. Balance of principal and interest was repaid as disclosed on Note 19. 

During the year, interest charges on the promissory notes was $962,596 (2014 - $10,297) and recorded 
in interest and finance charges on the consolidated statement of loss and deficit. 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

8. 	Convertible debt 

2015  
$ 

2014 

   

Demand loan from 7189966 Canada Inc., non-interest-bearing, 
unsecured, convertible into Class A common shares at a price of 
$0.4376 

Convertible promissory note to 7189966 Canada Inc., 12% 
interest, compounded monthly, unsecured with no set terms of 
repayment, matures March 2018, convertible into Class A 
common shares at a price of $0.4376 

Convertible promissory note to 7189966 Canada Inc., 12% 
interest, compounded monthly, unsecured, due on demand 
convertible into Class A common shares at a price of $0.1896 

Secured convertible promissory note, 12% interest, compounded 
monthly, with first monthly payment commencing on earlier of 
default or April 30, 2013, matures March 31, 2018, including 
accrued interest of $60,996, convertible into Class A common 
shares at a price of $0.4844 

Secured convertible promissory note, 12% interest, compounded 
monthly, with first monthly payment commencing on earlier of 
default or April 30, 2013, matures March 31, 2018, including 
accrued interest of $11,288, convertible into Class A common 
shares at a price of $0.4376 

 

800,000 

3,625,725 

 

1,513,405 

610,055 

112,893 

Less: discount on convertible promissory notes 
(2014 - $359,258 less accumulated amortization of $197,457) 

  

(161,801)  
6,500,277 

(6,500,277) 

  

Less: current portion 

   

    

All convertible debts are owing to related parties. 

On February 9, 2015, the full amount of the convertible promissory notes and demand loan to 7189966 
Canada Inc. were repaid and the associated common shares were cancelled (Note 10). As a result of 
the share cancellation, $126,171 was credited to contributed surplus. 

The discount on convertible promissory notes relates to warrants to purchase 1,238,743 Class A 
common shares of the Company at a purchase price of $0.4844 per share. The warrants were cancelled 
in the amount of $359,258 on February 9, 2015 as part of the conversion and the amount was credited 
to contributed surplus. 

The remaining secured promissory notes were converted into Class A common shares (Note 10). The 
various secured convertible promissory note holders above include Dahavland Capital Corporation, 
Joshsam Holdings Inc., 1278690 Ontario Limited in trust and 2088845 Ontario Inc. 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

9. Commitments 

The Company has minimum future operating lease commitments for premises and equipment as 
follows: 

2016 667,454 
2017 704,871 
2018 707,780 
2019 443,933 
2020 364,398 

2,888,436 

10. Share capital 

Authorized, unlimited number 
Class A common shares, voting 
Class B common shares, non-voting 
Preferred shares, non-voting 

Class A 
common shares 	Amount 

Issued and outstanding as at December 31, 2014 16,360,756 3,194,169 

Cancellation of 7189966 Canada shares (Note 8) (3,404,595) (1,619,293) 
Conversion of secured promissory notes (Note 8) 2,365,664 722,947 
Issued during the year 224,715 38,539 
Issued and outstanding as at December 31, 2015 15,546,540 2,336,362 

During the year, 224,715 (2014 - 190,313) common shares were issued to management in the amount 
of $38,539 (2014 - $94,153) as a bonus share issuance. 

Stock option plan 

Under the 2006 Stock Option Plan, the Company may grant options to its employees, consultants and 
directors. The aggregate number of options shall not exceed 3,750,000 of which 3,420,000 are available 
for grant. The exercise price of each option equals the estimated fair value of the Company's common 
stock on the date of grant and an option's maximum term is seven years from the anniversary of the 
agreement date for the outstanding options. In general, 33% of the options vest after one year with the 
balance on a quarterly basis over the following two years. 

Weighted 
average 

exercise 
Options 	price 

Outstanding, December 31, 2013 410,000 0.42 

Expired (55,000) 0.42 
Outstanding December 31, 2014 355,000 0.42 

Expired (25, 000) 
Outstanding, December 31, 2015 330,000 0.42 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

10. 	Share capital (continued) 

Stock option plan (continued) 

The following table summarizes information about stock options outstanding at December 31, 2015: 

Weighted 
Options average Options 

outstanding at remaining exercisable at 
Exercise 

price 
December 31, 

2015 
contractual 

life (years) 
December 31, 

2015 

0.42 330,000 2.5 330,000 

Stock-based compensation 

Total compensation cost recognized in income for stock-based compensation awards is $38,539 (2014 - 

11.  

12.  

$8,381) with a corresponding charge to contributed surplus. 

Government assistance 

2015 2014 

Cost of sales 

Government assistance 
Ontario interactive digital media tax credits 

$ 

12,695,704 

(884,196) 

$ 

12,992,946 

(1,291,416) 

Net cost of goods sold 11,811,508 11,701,530 

Income taxes 

The Company claims research and development deductions and related investment tax credits for 
income tax purposes based on management's interpretation of the applicable legislation in the Income 
Tax Act of Canada. The claims are subject to audit by the Canada Revenue Agency and any 
adjustments that result could change the investment tax credits earned and recorded during the year. 

The Company claims Ontario interactive digital media tax credits for provincial income tax purposes 
based on management's interpretation of the applicable legislation in the Ontario Corporations Tax Act 
and the guidelines released by the Ontario Media Development Corporation, an Agency of the Ontario 
Minister of Culture. The claims are subject to preapproval by the Ontario Media Development 
Corporation and any adjustments that result could change the Ontario interactive digital media tax 
credits recorded during the year. 

The Company has approximately $13,400,000 in non-capital loss carryforwards that expire between 
2025 and 2035, deductible temporary differences of approximately $104,000 and taxable temporary 
differences of approximately $4,900,000. Management has estimated a portion of the net impact of 
these amounts is likely realizable and recorded a future tax asset at the tax rate of 26.5%. 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

13. 	Changes in non-cash operating working capital items 

2015 2014 

$ $ 

Accounts receivable 609,169 (1,550,940) 

Other receivables 5,685 (50,994) 

Government assistance receivable (251,737) 2,129,235 

Work in progress 304,744 153,691 

Prepaids and deposits 359,054 82,734 

Accounts payable and accrued liabilities (87,877) (292,338) 

Deferred revenue 1,611,658 1,697,523 
2,550,696 2,168,911 

14. Economic dependence 

During the year, sales to one customer represented about 30.8% (2014 - 55%) of the Company's total 
revenue. 

15. Financial instruments 

Foreign exchange risk 

Part of the revenues and expenses of the Company are transacted in foreign currencies. Consequently, 
there is financial risk to the Company's operations that arises from fluctuations in foreign exchange rates 
and the degree of volatility of these rates. The Company currently does not use derivative instruments to 
hedge its exposure to foreign currency risk. 

As at December 31, 2015, bank indebtedness included $75,592 (2014 - $NIL) in U.S. dollars and 
accounts receivable included $2,192,815 (2014 - $2,233,592) in U.S. dollars and $68,260 (2014 -
$635,521) in European EUROs. 

Credit risk 

The Company provides credit to its customers in the normal course of its operations. It maintains a 
provision for contingent credit losses. As at December 31, 2015 there was $NIL in the allowance for 
doubtful accounts (2014 - $NIL). 

Three major customer represented 79% of the Company's accounts receivable as at December 31, 
2015 (2014 - three major customers represented 72%). 

Liquidity risk 

The Company's objective is to have sufficient liquidity to meet its liabilities when due. The Company 
monitors its cash balances and cash flows generated from operations to meet its requirements. As at 
December 31, 2015, the most significant financial liabilities are accounts payable and accrued liabilities 
and promissory notes. During the year, management agreed to reverse the management bonus accrual 
of $900,000 which was recorded in the prior year. 

16. Sales to a related party 

On August 1, 2015, the Company entered into an agreement to provide software development services 
on a time and materials basis with Fuel Technologies Inc. ("Technologies"), a related party by virtue of 
common ownership. The transaction arose during the normal course of operations and has been carried 
out using the exchange amount, on similar terms as would apply to unrelated parties. During the year, 
the Company provided $1,194,157 for the provision of services to Technologies. In accordance with 
ASPE 3400 Revenue, the Company has not recognized the amount in either revenues or accounts 
receivable due to the presence of material uncertainties over the ultimate collection of the balance from 
Technologies. Revenues related to the services provided to Technologies will be recognized in future 
periods as reasonable assurance over ultimate collection is satisfied as disclosed in Note 19. 
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Fuel Industries Inc. 
Notes to the consolidated financial statements 
December 31, 2015 

17. Sale of intellectual property to a related party 

On September 1, 2015, the Company entered into an Intellectual Property and Software Transfer 
Agreement with Technologies to assign the ownership of Fuel Technology Platform, Fuel Digital 
Publishing Platform and Fuel Team Engagement Platform. As part of the transaction, the Company 
received a promissory note receivable from Technologies in the amount of $809,500. In accordance with 
ASPE 3856 Financial Instruments, the Company has recorded an allowance for the full balance of the 
promissory note, given the indicators of impairment described in Note 16. Futhermore, the transaction 
was not in the normal course of operations and was measured at the carrying amount as per the 
guidance laid out in ASPE 3840 Related Party Transactions and required any difference between the 
carrying amounts of items exchanged to be included as a credit to equity. There was no net impact to 
equity as the impairment allowance fully offset the credit to equity. 

18. Segmented Disclosure by Business Unit 

The Company's operations are separated into five business units, with separately identifiable revenue 
and costs as follows: 

Games 	Entertainment 	Technology 	Nish Mosh 	Agency Consolidated 

Revenue 

Cost of sales 

$ 

25,746 

869,584 

	

$ 	 $ 	 $ 	 $ 

	

25,947 	 - 	16,106,517 

	

963,656 	204,204 	 - 	9,774,064 

$ 

16,158,210 

11,811,508 

Gross profit (843,838) (937,709) (204,204) - 6,332,453 4,346,702 

Operating expenses 

Sales and marketing - - - 1,674,141 1,674,141 

General and adrrdnistrative 281,945 281,945 515,485 3,252,370 4,331,745 

Foreign exchange loss - - - 290,910 290,910 

Amortization 352,667 352,667 

281,945 281,945 515,485 5,570,088 6,649,463 

Loss before interest and finance charges and income taxes (1,125,783) (1,219,654) (204,204) (515,485) 762,365 (2,302,761) 

19. Subsequent events 

On February 5, 2016, an amendment to the Chou Loan Agreement was signed to extend the maturity 
date on the Chou Associates Management Inc. promissory note disclosed in Note 7 from February 9, 
2016 to June 1, 2016. The interest rate was increased by 2% per month commencing April 1, 2016, and 
each month thereafter, not exceeding 30% per annum. Subsequently on February 22, 2016, the 
Company made a principal repayment of $1,070,235 on the Chou Associates Management Inc. 
promissory note, reducing the principal balance to $6,429,765. 

On February 22, 2016, the Dahavaland Capital Corporation demand promissory note was fully repaid. 

On June 22, 2016, the Company became a guarantor to a debt facility in the amount of $1,100,000 
received by Technologies from Chou Associates Management Inc. As a result of the guarantee, the 
Company will recognize a liability of $1,100,000 and a corresponding expense in its fiscal year ending 
December 31, 2016. Proceeds from the debt facility received by Technologies was used to repay 
amounts owed to the Company for services described in Note 16. 

On June 22, 2016 the maturity date of the Chou Loan was further extended to September 30, 2016 with 
the annual interest rate subsequent to June 30, 2016 revised to a fixed 14% per annum. 
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LOAN AGREEMENT 
 

THIS AGREEMENT dated as of February 9th, 2015 (the “Agreement”) 
 
BETWEEN: 
 

FUEL INDUSTRIES INC., a company incorporated under the  
laws of the Province of Ontario, having its registered office at  
7 Hinton Avenue North, Suite 100, Ottawa, Ontario, K1Y 4P1 
(hereinafter called the “Borrower”) 

 
OF THE FIRST PART 

 
- and - 

 
CHOU ASSOCIATES MANAGEMENT INC., a company  
incorporated under the laws of the Province of Ontario, having 
its registered office at 110 Sheppard Avenue East, Suite 301,  
Box 18, Toronto, Ontario, M2N 6Y8  
(hereinafter called the “Lender”) 
 

OF THE SECOND PART 

WHEREAS the Borrower wishes to obtain a loan from the Lender; 

AND WHEREAS the Lender has agreed to extend credit to Borrower on the terms and 
conditions set out in this Agreement to reflect the terms on which the Lender will advance credit 
to the Borrower; 

AND WHEREAS the Borrower will repay the amounts owing to the Lender; 

NOW, THEREFORE, for good and valuable consideration, the receipt and adequacy of which 
are hereby acknowledged, it is agreed by the parties hereto as follows: 

ARTICLE 1 - INTERPRETATION 

1.1 Definitions  

In this Agreement: 

“Advance” means the aggregate amount advanced under the Facility; 

“Agreement” means this agreement and all schedules attached to this agreement, in each case as 
they may hereafter be supplemented, amended or otherwise modified from time to time; the 
terms “hereof”, “herein”, “hereunder”, “hereby” and other similar terms refer to this agreement 
as a whole and not to any particular article, section, schedule, or other provision hereof, and the 
term “article” and “section” followed by a number or by a number and letter, and “schedule” 
followed by a letter, mean and refer to the specified article or section of or schedule to this 
agreement, except as otherwise specifically provided herein; 
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2. 

 

“Applicable Law” means in respect of any Person, property, transaction or event, all applicable 
laws, statutes, rules, by-laws and regulations and all applicable official directives, orders, 
judgments and decrees of Governmental Bodies having the force of law; 

“Borrower” means Fuel Industries Inc., a corporation incorporated under the laws of Ontario 
and its successors; 

“Business Day” means any day, other than a Saturday, Sunday on which banks are open for 
domestic and foreign exchange business in Toronto, Ontario; 

“Canadian Dollars” or the symbol “$” each mean lawful money of Canada; 

“Closing Date” means the date of on which all conditions precedent set out in Article 8 have 
been satisfied or waived by the Lender which is scheduled to be on or about February ___, 2015; 

“Default” means any event which, but for the passage of time, the giving of notice or otherwise, 
would constitute an Event of Default; 

“Environmental Law” means, in relation to any Person, property, transaction or event, all 
federal, provincial or local laws, statutes, regulations, municipal by-laws, ordinances, orders, 
guidelines or policies having the force of law which apply to such Person, property, transaction 
or event and which impose liability or standards of conduct concerning environmental health or 
safety, discharges, emissions or releases of noises, odours, pollutants, contaminants or Hazardous 
Substances into ambient air, water or land, or otherwise relates to the manufacture, processing, 
generation, distribution, use, treatment, storage, disposal, clean-up, transport or handling of 
pollutants, contaminants or hazardous, toxic or other wastes, substances or materials or other 
environmental matters; 

“Equity Transaction” means the series of transactions pursuant to which (i) 2448783 Ontario 
Inc. will purchase from 7189966 Canada Limited all of the Class A Common shares in the 
Borrower and secured debt of the Borrower held by and owing to 7189966 Canada Limited (ii) 
certain shareholders of the Borrower which hold convertible notes of the Borrower will exercise 
their conversion rights and (iii) 2448783 Ontario Inc. and the Borrower will amalgamate; and all 
ancillary steps required in connection with such transactions; 

“Event of Default” means any of the events specified in Section 7.1; 

“Event of Insolvency” means, with respect to any Person, the occurrence of any one or more of 
the following events: 

(a) if such Person shall, other than as expressly permitted hereby: 

(i) be wound up, dissolved or liquidated, or become subject to the provisions 
of the Winding-up and Restructuring Act (Canada), as amended or re-
enacted from time to time, or have its existence terminated or have any 
resolution passed therefor unless in conjunction with a bona fide corporate 
reorganization not prohibited hereby in which a successor corporation will 
succeed to its obligations and enter into an agreement with the other 
parties to this Agreement to that effect; 
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3. 

 

(ii) make a general assignment for the benefit of its creditors or file a proposal 
or notice of intention to file a proposal under the Bankruptcy and 

Insolvency Act (Canada) or the United States Bankruptcy Code, as either 
may be amended or re-enacted from time to time, or shall be declared 
bankrupt or insolvent by a court of competent jurisdiction or admits the 
material allegations in a petition, claim or other proceeding filed against it 
in any bankruptcy, insolvency or reorganization proceeding; 

(iii) propose a compromise or arrangement under the Companies' Creditors 

Arrangement Act (Canada), or the United States Bankruptcy Code, as 
either may be amended or re-enacted from time to time, or any similar 
legislation or shall file any petition or answer seeking any re-organization, 
arrangement, composition, re-adjustment, liquidation, dissolution or 
similar relief for itself under any present or future law relative to 
bankruptcy, insolvency or other relief for debtors; 

(iv) shall commit or threaten to commit an act of bankruptcy; 

(v) shall cease to carry on its business or a substantial part thereof; or 

(vi) take any corporate action to authorize any or the foregoing; 

(b) if a petition shall be filed or other action or proceeding shall be commenced 
against any such Person seeking any re-organization, arrangement, composition, 
re-adjustment, liquidation, dissolution, winding-up, termination of existence, 
appointment of any trustee in bankruptcy, receiver, receiver and manager, 
liquidator or any other officer with similar powers for such Person, or of all or any 
material part of its property, declaration of bankruptcy or insolvency or similar 
relief under any present or future law relating to bankruptcy, insolvency or other 
relief for or against debtors, and such Person shall not in good faith be actively 
and diligently contesting the entry of an order, judgment or decree approving or 
giving effect to the relief sought in such petition, action or other proceeding, and 
such petition, action or other proceeding shall not be abandoned, dismissed, 
withdrawn, quashed, vacated or stayed within a period of 45 days from the day of 
filing or commencement thereof; 

“Facility” means the non-revolving, reducing credit facility extended by the Lender to the 
Borrower hereunder more particularly described in Section 2.1 in an aggregate principal amount  
not to exceed the Facility Maximum Amount; 

“Facility Maximum Amount” means the amount of $7,500,000; 

“GAAP” means, at any time, generally accepted Canadian accounting principles then in effect 
applied on a basis consistent with prior years; 

“Governmental Body” means any government, parliament, legislature, or any regulatory 
authority, agency, commission or board of any government, parliament or legislature, or any 
court or (without limitation to the foregoing) any other law, regulation or rule-making entity 
(including, without limitation, any central bank, fiscal or monetary authority or authority 
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regulating banks), having jurisdiction in the relevant circumstances, or any Person acting under 
the authority of any of the foregoing (including, without limitation, any arbitrator); 

“Hazardous Substance” means any contaminants, pollutants, dangerous substances, liquid 
wastes, industrial wastes, toxic substances, hazardous wastes, hazardous materials or any other 
hazardous substance regulated under any Environmental Law; 

“Interest Rate” means a rate of interest equal to 14% per annum; 

“Lender” means Chou Associates Management Inc.; 

“Lien” means any mortgage, charge, pledge, right of set-off, title retention, hypothec, security 
interest, lien, assignment, claim or other encumbrance of any nature or kind whatsoever, whether 
fixed or floating, statutory or consensual, and howsoever created; 

“Loan Documents” means this Agreement, the Security Documents and all other instruments, 
agreements, certificates, notices and other documents delivered in connection herewith or 
therewith; 

“Material Adverse Effect” means a material adverse effect on (a) the business operations, 
condition (financial or otherwise) or prospects of the Borrower and its Subsidiaries taken as a 
whole or (b) the ability of Borrower to repay the Obligations or otherwise perform its obligations 
under the Loan Documents or (c) the value or priority of the Lender’s security interests granted 
pursuant to the Loan Documents. 

“Maturity Date” means February 9th, 2016; 

“Obligations” means the aggregate amount, without duplication, of all amounts owing to the 
Lender pursuant to or in respect of the terms of this Agreement or any other Loan Document; 

“Outstanding Principal Amount” means at any time, without duplication, the aggregate 
principal amount of the Advance which remains outstanding at such time; 

“Payment Date” means the first day of each of January, April, July and October, provided that 
the last Payment Date shall be the Maturity Date; 

“Permitted Indebtedness” means: 

(i) indebtedness of the Borrower arising under or in respect of this Agreement or 
any other Loan Document; 

(ii) indebtedness of the Borrower up to an aggregate principal amount of 
$400,000 in any consecutive twelve month period under purchase money 
security interests entered into with respect to capital expenditures which are 
secured solely by Liens over the assets acquired and entered into in the 
ordinary course of the Borrower's business; 

(iii) trade accounts payable and other normal operating expenses incurred in the 
ordinary course of business; 
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(iv) indebtedness arising under or in respect of Permitted Liens other than those 
liens referred to in Schedule A; and 

(v) any other indebtedness described in Schedule C; 

“Permitted Liens” means the Liens listed in Schedule A; 

“Person” means an individual, a partnership, a corporation, a government or any agent thereof, a 
trustee, a trust or any unincorporated organization or any other entity whatsoever; 

“Security Documents” means collectively, the promissory note, general security agreements, 
specific assignment, guarantees, mortgages, charges, hypothecs and other security agreements 
which the Borrower or any Subsidiary has or may hereafter execute and deliver or cause to be 
executed and delivered to or for the benefit of the Lender from time to time pursuant to or in 
respect of this Agreement; 

“Subordinated Debt” means, at any time, any indebtedness and liability, whether matured, 
contingent or otherwise, of the Borrower to any Person for borrowed money either that the 
Borrower and the Lender shall have specifically agreed in writing will constitute Subordinated 
Debt for the purpose hereof, or that is incurred at such time as no Default or Event of Default has 
occurred and is continuing or would be created by the incurrence thereof and which has the 
following attributes: 

(i) no principal or interest is payable thereon at any time that a Default or 
Event of Default has occurred and is continuing or if the making of any 
such payment would or could reasonably be expected to cause a Default or 
Event of Default; 

(ii) no rights or remedies of enforcement exercisable or enforceable under any 
circumstances prior to the payment in full of all obligations of the 
Borrower to the Lender under the Loan Documents; 

(iii) no covenant on the part of the Borrower with respect to such indebtedness 
shall be more onerous than or in addition to the covenants specified in 
Article 7, and 

(iv) all rights of the holder of such indebtedness in respect thereof as a creditor 
of the Borrower shall be postponed and subordinated to all rights of the 
Lender as a creditor (including rights to accelerate repayment obligations, 
commence an action for debt owing or file a petition in bankruptcy) of the 
Borrower pursuant to a subordination agreement in form and substance 
satisfactory to the Lender; 

“Subsidiary” means any one of Fuel Entertainment Inc., All Girl Arcade Inc. and Fuel Industries 
(U.S.) Inc. and “Subsidiaries” means all of them;  

“Taxes” means all taxes of any kind or nature whatsoever including, without limitation, income 
taxes, sales or value-added taxes, levies, stamp taxes, royalties, duties, and all fees, deductions, 
compulsory loans and withholdings imposed, levied, collected, withheld or assessed as of the 
date hereof or at any time in the future, by any Governmental Body of or within Canada or any 
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other jurisdiction whatsoever having power to tax, together with penalties, fines, additions to tax 
and interest thereon; and 

“Tax Credit” means any Ontario Interactive Digital Media Tax Credit applied for from time to 
time by the Borrower. 

1.2 Accounting Terms 

All accounting terms not otherwise defined herein shall have the meanings respectively assigned 
to them by GAAP. 

1.3 Schedules 

The Schedules attached hereto and forming part of this Agreement are as follows: 
 
Schedule A - List of Permitted Liens 
Schedule B - List of Subsidiaries 
Schedule C - List of Permitted Indebtedness 
Schedule D - Locations of Assets/Operations 
Schedule E  - Tax Credits  

1.4 Currency 

Unless otherwise stated, all amounts referred to herein are denominated in Canadian Dollars. 

1.5 Singular, Plural, etc. 

As used herein, each gender shall include all genders, and the singular shall include the plural 
and the plural the singular as the context shall require. 

1.6 Paramountcy 

If there is any inconsistency between the terms of this Agreement and the terms of any other 
Loan Document, the provisions hereof shall prevail to the extent of the inconsistency, but the 
foregoing shall not apply to limit or restrict in any way the rights and remedies of the Lender 
under the terms of any Loan Document.   

1.7 Permitted Liens 

Nothing herein (including the definition and use of the term Permitted Liens) or in any of the 
Security Documents is intended or shall be deemed to subordinate any security interest in favour 
of the Lender to any Permitted Lien or any other lien, charge, mortgage, security interest, 
hypothec or encumbrance affecting all or any portion of the Borrower’s assets. 

1.8 Leap Year 

For the purposes of calculating any interest or fees payable by the Borrower to the Lender 
hereunder or under any other Loan Document during any period, the number of days in the year 
to which such period relates shall, unless otherwise provided herein or therein, be the actual 
number of days in such calendar year, whether 365 or 366. 
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ARTICLE 2 - THE FACILITY 

2.1 Extension of Facility 

Upon the terms and subject to the conditions of this Agreement, the Lender hereby agrees to 
extend to the Borrower in a single advance on the Closing Date a non-revolving, reducing credit 
facility in a maximum aggregate principal amount not exceeding the Facility Maximum Amount.  
After such advance is made on the Closing Date, no further advances will be made. 

2.2 Closing 

The closing will take place at 2 pm on the closing at the offices of the Lender or at such other 
date, time and location as the parties mutually agree. At the time of closing the Lender, subject to 
satisfaction of all of the conditions set out herein, shall pay the Advance to the Borrower or as 
the Borrower may in writing direct by wire transfer of immediately available funds.  

ARTICLE 3 - INTEREST 

3.1 Interest 
The Borrower shall pay interest at the Interest Rate on the Outstanding Principal Amount, 
quarterly in arrears, on each Payment Date, or when the Outstanding Principal Amount becomes 
due and payable in accordance with the terms hereof or on such other date as may be agreed 
upon between the Lender and the Borrower. Such interest will be calculated quarterly and will 
accrue daily on the basis of the actual number of days elapsed. 

3.2 Limit on Interest 
 
The Borrower shall not be obligated to pay any interest, fees or costs under or in connection with 
this Agreement in excess of what is permitted by law. 

3.3 Overdue Payments 
 
Any amount that is not paid when due hereunder shall, unless interest is otherwise payable in 
respect thereof in accordance with the terms of this Agreement or the instrument or contract 
governing same, bear interest until paid at a rate equal to the Interest Rate plus three percentage 
points per annum. 
 

3.4 Equivalent Yearly Rates 
 
The annual rates of interest or fees to which the rates calculated in accordance with this 
Agreement are equivalent, are the rates so calculated multiplied by the actual number of days in 
the calendar year in which such calculation is made and divided by the number of days in the 
year. 

3.5 Payments 

All payments to be made hereunder shall be made to the Lender at the address of the Lender 
referred to in Section 9.6 or to such other location as the Lender may specify from time to time 
by notice given in accordance with Section 9.6.  If any payment is due hereunder on a day which 
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is not a Business Day, such payment shall be due on the first Business Day following the date on 
which it would otherwise have been due, together with interest accrued to such Business Day. 

3.6 Taxes 

Any and all payments by or on account of any obligation of the Borrower hereunder shall be 
made free and clear of and without deduction for any Taxes; provided that if the Borrower shall 
be required to deduct any Taxes from such payments, then (a) the sum payable shall be increased 
as necessary so that, after making all required deductions (including deductions applicable to 
additional sums payable under this Section), the Lender receives an amount equal to the sum it 
would have received had no such deductions been made, (b) the Borrower shall make such 
deductions and (c) the Borrower shall pay the full amount deducted to the relevant Governmental 
Body in accordance with Applicable Law. 

As soon as practicable after any payment of Taxes by the Borrower to a Governmental Body 
pursuant to this section 3.6, the Borrower shall deliver to the Lender the original or a certified 
copy of a receipt issued by such Governmental Body evidencing such payment, a copy of the 
return reporting such payment or other evidence of such payment reasonably satisfactory to the 
Lender. 

3.6 Lender’s Records 

Without limiting the generality of Section 3.5, the Lender’s records from time to time as to all 
matters in connection with this Agreement, including the amount owing from time to time by the 
Borrower shall, in the absence of manifest error, be prima facie evidence of all such matters, and 
the Lender need not obtain or maintain any promissory note in order to evidence any amount 
owing by the Borrower hereunder. 

ARTICLE 4 - REPAYMENTS 

4.1 Scheduled Repayments 

The Facility is a non-revolving, reducing credit facility and when any part of the Outstanding 
Principal Amount is repaid the Borrower shall not be entitled to a further advance of such funds. 
The Borrower shall repay to the Lender in full the Outstanding Principal Amount on the Maturity 
Date. 

Prior to the Maturity Date the Borrower shall forthwith pay or cause to be paid to the Lender the 
proceeds received by the Borrower in respect of the Tax Credits. 

4.2 Voluntary Prepayments 

The Borrower shall be entitled at any time and from time to time to make payments without 
bonus or penalty to permanently reduce or repay in full the Outstanding Principal Amount.  The 
Borrower shall provide to the Lender five Business Days' notice in writing of its desire to 
permanently repay all or any portion of such Outstanding Principal Amount, such notice to be 
irrevocable and to specify the amount and proposed date of such prepayment. 
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4.3 Application of Payments 
 
Until the Borrower has repaid the Outstanding Principal Amount in full in accordance with the 
terms and conditions hereof, all amounts paid to the Lender by the Borrower or any other person 
on the Borrower’s behalf, including, without limitation, the Tax Credits, shall be applied by the 
Lender to reduce the Outstanding Principal Amount in the following priority: first, to amounts 
payable to the Lender in reimbursement of its costs, expenses and fees, including, without 
limitation, enforcement costs and all legal expenses, to the extent the same are not duly and 
timely paid to the Lender as required under this Agreement; second, to pay all interest payable 
hereunder; and third to reduce the Outstanding Principal Amount. 

ARTICLE 5 - REPRESENTATIONS AND WARRANTIES 

5.1 Representations and Warranties 

The Borrower represents and warrants to the Lender as follows: 

(a) the Borrower has been duly incorporated and is validly subsisting as a corporation under 
the laws of its jurisdiction of incorporation, is duly qualified to carry on its business in 
each jurisdiction in which it carries on business and has the power and authority to enter 
into and perform its obligations under each Loan Document to which it is a party, to own 
and operate its business as currently conducted; 

(b) the Subsidiaries of the Borrower do not own any property or assets and are not actively 
engaged in any business, save and except for, Fuel Industries (U.S.) Inc. which operates 
as cost centre of the Borrower; 

(c) other than the existing Third Amended and Restated Shareholders Agreement dated as of 
February 28, 2011  and the proposed Fourth Amended and Restated Shareholders 
Agreement to be entered into in connection with the Equity Transaction, there is no 
unanimous shareholder agreement, voting trust agreement or other agreement or 
understanding which restricts any powers of any directors, officers or any other Person 
responsible for supervising or managing the business or affairs of the Borrower; 

(d) the execution, delivery and performance by the Borrower of each Loan Document to 
which it is a party has been duly authorized by all requisite corporate action and each 
such Loan Document has been duly executed and delivered by it, as applicable, and 
constitutes a legal, valid and binding obligation enforceable against it, as applicable, in 
accordance with its terms, subject to (i) the extent that enforceability may be limited by 
applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting 
creditors' rights generally, and (ii) the extent that equitable principles may limit the 
availability of certain remedies including, but not limited to, the remedies of specific 
performance and injunctive relief, which equitable remedies may in any event only be 
granted in the discretion of a court; 

(e) the annual financial statements of the Borrower for the fiscal year ended December 31, 
2013 have been prepared in accordance with GAAP applied on a consistent basis with 
prior years, except as stated therein or in the notes thereto, and such financial statements 
present accurately the financial position of the Borrower as at their respective dates; 
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(f) neither the execution or delivery of any of the Loan Documents, the consummation of 
any of the transactions therein contemplated, nor compliance with any of the terms, 
conditions and provisions thereof, conflicts with or will conflict with, or will result in a 
breach of, or constitutes or will constitute a default under, any of the provisions of the 
articles or by-laws of the Borrower or any provisions of any agreements or instruments to 
which the Borrower is a party or by which the Borrower or any of its property and assets 
are bound, or will result in the creation or imposition of any Lien upon any of its property 
or assets other than in favour of the Lender; 

(g) the Borrower has good and marketable title to all of its property and assets free from all 
Liens other than Permitted Liens; 

(h) attached as Schedule B hereto is a complete and accurate list of any and all subsidiaries 
of the Borrower; 

(i) no event has occurred which constitutes a Default or an Event of Default; 

(j) the Borrower has delivered or caused to be delivered all necessary income tax returns, 
sales and value-added tax returns and other tax returns to the appropriate Governmental 
Body; 

(k) the Borrower has paid and discharged all Taxes payable by it save and except for any 
such Taxes which are being contested by it in good faith and by appropriate proceedings 
and for which it has set aside reserves or contingency funds reasonably necessary or 
required to satisfy such obligation; 

(l) the Borrower has withheld and collected all Taxes required to be withheld and collected 
by it and remitted such Taxes to the appropriate Governmental Body save and except for 
any such Taxes which are being contested by it in good faith and by appropriate 
proceedings and for which it has set aside reserves or contingency funds reasonably 
necessary or required to satisfy such obligation; 

(m) the Borrower has paid and discharged or caused to be paid and discharged all obligations 
incidental to any trust imposed upon it by statute which, if unpaid, might become a Lien 
upon any of its property and assets save and except any such obligations in respect of 
which it has set aside reasonable reserves or contingency funds reasonably necessary or 
required to satisfy such obligation, and no assessment, appeal or claim is, as far as the 
Borrower is aware, being asserted or processed with respect to any such claim, Taxes or 
obligations; 

(n)  to the knowledge of the Borrower, there are no existing, pending or threatened: 

1. claims, complaints, notices or requests received by the Borrower or of which the 
Borrower is aware with respect to any alleged material violation of or alleged 
material liability under any Environmental Law relating to any real property at 
any time owned, leased or occupied by the Borrower; or 

2. governmental or court orders, including without limitation, stop, clean-up or 
preventative orders or directions relating to environmental matters requiring any 
material works, repairs, remediation, clean-up, construction or capital 
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expenditures pursuant to Environmental Laws with respect to any real property at 
any time owned, leased or occupied by the Borrower; 

and the Borrower is not aware of any facts or circumstances which would, or could 
reasonably be expected to, result in any such claims, complaints, notices, requests or 
orders; 

(o) the Borrower maintains all insurance coverages required to be maintained by it in 
accordance with the provisions of this Agreement;  

(p) Schedule D lists all locations where the Borrower operates its business, all locations 
where any property or assets of the Borrower are located from time to time and the 
location of the books and records of the Borrower; 

(q) the description of the Tax Credits set out in Schedule E is accurate as of the date hereof 
and excludes any and all labour costs incurred by or associated with Fuel Industries 
(U.S.) Inc.; and 

(r) following the completion of the Equity Transaction, the authorized share capital of the 
Borrower consists of an unlimited number of Common shares of which 15,321,815 shares 
will be issued and outstanding. 

5.2 Survival of Representations and Warranties 

The Borrower covenants that the representations and warranties made by it in this Article 5 are 
true and correct on the date hereof and shall survive closing of the Advance, notwithstanding any 
investigation made by or on behalf of the Lender. 

ARTICLE 6 - COVENANTS 

6.1 General Covenants 

The Borrower covenants and agrees with the Lender that, so long as this Agreement is in force 
and effect, it will: 

(a) pay all amounts due and owing by it under any Loan Document to which it is a party as 
and when required thereunder and comply with and perform all its covenants or other 
obligations contained therein in accordance with the terms and conditions thereof; 

(b) immediately following the Advance by the Lender, complete the Equity Transaction 
which shall include at minimum, the purchase by 2448783 Ontario Inc. of all of the Class 
A Common shares in the Borrower held by 7189966 Canada Limited and the secured 
debt of the Borrower held by and owing to 7189966 Canada Limited and the conversion 
of debt by certain shareholders of the Borrower;  

(c) do or cause to be done all things necessary to keep in full force and effect its corporate 
existence and comply with all Applicable Laws in any jurisdiction in which the Borrower 
carries on its business, except where the failure to do so would not constitute a Material 
Adverse Effect; 
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(d) maintain insurance with reputable insurers in such amounts and against such risks as is 
usually carried by prudent owners of similar businesses and properties located in the 
same general geographic areas in which the Borrower operates and in an amount 
sufficient to prevent it from becoming a co-insurer (other than maintaining reasonable 
deductibles); 

(e) prepare and file all tax returns which are to be filed by the Borrower from time to time no 
later than 180 days after its year end and to pay or cause to be paid all Taxes levied, 
assessed or imposed upon it or any of its properties or any part thereof, as and when the 
same become due and payable, save and except for any such Taxes which are being 
contested in good faith and by appropriate proceedings and for which the Borrower has 
set aside reserves or contingency funds satisfactory to the Lender, acting reasonably; 

(f) deliver to the Lender as soon as practicable and in any event within 120 days after the 
end of each fiscal year of the Borrower, including with respect to the fiscal year ended 
December 31, 2014, the audited consolidated annual financial statements of the 
Borrower, with any and all notes thereto, consisting, in each case, of at least a balance 
sheet, statement of changes in financial position and statements of earnings and retained 
earnings (in each case howsoever designated) together with comparative figures for the 
previous fiscal year and the applicable report and opinion of the Borrower's auditors 
(which shall be a firm of independent chartered accountants of recognized standing 
acceptable to the Lender, acting reasonably), in each case prepared in accordance with 
GAAP; 

(g) deliver to the Lender as soon as practicable and in any event within 45 days after the end 
of each of the first three quarters of each fiscal year of the Borrower, the unaudited non-
consolidated financial statements as at the end of such quarter, consisting in each case of 
at least a balance sheet, income statement and statement of changes in financial position, 
certified in each case by the chief financial officer of the Borrower that they present fairly 
the financial position of the Borrower as at the date of such statements; 

(h) maintain or cause to be maintained all such records in connection with its business or 
affairs as may be desirable in accordance with prudent business practice, and make or 
cause to be made all such records available for inspection at the premises of the Borrower 
to the Lender from time to time as the Lender may reasonably request, provided that such 
inspection shall not unduly interfere with the carrying on by the Borrower of its business 
or affairs in the ordinary course; 

(i) comply with the requirements of Applicable Law, and all obligations which, if 
contravened, could give rise to a Lien over any of its property and assets other than a 
Permitted Lien; 

(j) from and after the date hereof apply for each of the Tax Credits to which the Borrower is 
entitled, on a project by project basis, on or before the filing deadline for such Tax Credit 
and to observe and perform all of its obligations and do all matters and things reasonably 
necessary or required in order procure all Tax Credits for which it has applied, including 
all Tax Credits applied for prior to the date hereof; 
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(k) permit the Lender and its representatives, upon reasonable notice and during normal 
business hours, to visit and inspect the Borrower’s premises and examine and make 
copies of the Borrower’s records or other information and discuss the Borrower’s affairs 
with its auditors, counsel and other professional advisors; and 

(l) at its expense, promptly execute and deliver all such further security agreements, 
hypothecs, instruments and documents, and to do all such further acts and things, as the 
Lender may from time to time reasonably require to ensure that the Security Documents 
shall at all times constitute a perfected Lien on all present and after-acquired property and 
undertaking of the Borrower, subject only to Permitted Liens. 

6.2 Negative Covenants 

The Borrower covenants and agrees with the Lender that the Borrower will not: 

(a) grant, create, assume or suffer to exist any mortgage, charge, lien, pledge, security 
interest or other encumbrance affecting any of its properties, assets or other rights other 
than Permitted Liens; 

(b) without the prior written consent of the Lender, acting reasonably, and other than in 
connection with the Equity Transaction, sell, transfer, convey, lease or otherwise dispose 
of any part of its properties or assets other than in the ordinary course of business and on 
commercially reasonable terms; 

(c) without the prior written consent of the Lender, acting reasonably, and other than in 
connection with the Equity Transaction, merge, amalgamate, consolidate or otherwise 
enter Into any other form of business combination with any other Person; 

(d) other than in connection with the Equity Transaction, make any payment to any Person 
on account or in respect of any Subordinated Debt unless (i) at the time of any such 
payment, no Default or Event of Default has occurred and is then continuing, or (ii) no 
Default or Event of Default would be caused or could be reasonably be expected to occur 
as a result of the making of any such payment; 

(e) modify the current compensation plan of the Borrower in any material respect; or 

(f) for a period of nine months after the date hereof, allot, create or issue, or agree to allot, 
create or issue any security in the capital of the Borrower to any Person who is employed 
by or related, directly or indirectly to the Borrower other than in accordance with an 
employee stock option plan approved by the shareholders of the Borrower and other than 
in connection with the Equity Transaction. 

6.3 Use of Proceeds 

The Borrower covenants and agrees that the proceeds of the Facility shall be used by the 
Borrower solely for the purpose of completing the Equity Transaction and the balance if any, for 
the general business purposes of the Borrower. As of the date hereof, the amount owed to 
7189966 Canada Limited is the approximate amount of $5,910,000 and the number of Common 
shares in the capital of the Borrower registered in the name of 7189966 Canada Limited is 
3,404,595. In consideration for the repayment of such debt and the purchase of such Common 
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shares, the Borrower shall obtain a release of all claims and a discharge of all security owing to 
or held by 7189966 Canada Limited. 

6.4 Board Observer Status 

The Borrower agrees that a nominee of the Lender, who shall be Francis Chou, shall be entitled 
to receive five days prior notice of and to attend all meetings of the board of directors. The notice 
of the meeting shall include all board materials provided to the board members. If the board 
meeting is to be held in a location other than in the City of Toronto, then the Lender shall be 
reimbursed for all reasonable travel and accommodation costs incurred by the nominee in order 
to attend the board meeting. The nominee shall be entitled to attend board meetings by telephone 
conference whereby all of the participants are able to hear and communicate with each other. The 
nominee shall not be compensated for the time required to travel to or attend board meetings. 

6.5 Inter-Creditor Arrangements 

The Lender acknowledges that the Borrower is indebted to Royal Bank of Canada in the 
approximate amount of $1,000,000. As a condition of the Advance, the Lender and the Royal 
Bank of Canada shall enter into an inter-creditor agreement whereby the Royal Bank of Canada 
acknowledges and consents to the Facility and the security to be granted to the Lender including 
a first Lien on the Tax Credits and the proceeds arising therefrom. The security arrangements to 
be provided to the Lender will include the establishment of a cash collateral account with the 
Royal Bank of Canada or another financial institution whereby all amounts paid to the Borrower 
with respect to the Tax Credits can be deposited and transferred to the Lender. One or more 
nominees of the Lender will have sole signing authority on the cash collateral account. 

The shareholders or other related parties of the Borrower who have advanced funds to the 
Borrower shall enter into postponement and subordination agreements in favor of the Lender. 
The subordination and postponement agreements shall provide that no amounts shall be payable 
to such Persons, without the prior written consent of the Lender, nor shall any security held by 
them be enforced as long as any amount remains owing by the Borrower to the Lender under the 
Facility. 

6.6 Business Combination 

The Lender understands that the Borrower is considering a business combination (the “Business 
Combination”) with one or more other companies. The Business Combination may include an 
amalgamation, arrangement, reorganization, sale of assets or exchange of shares whereby 
substantially all of its business and undertakings or shares are combined with the other 
companies to form a resulting issuer whose securities are listed for trading on a recognized stock 
exchange in Canada including the TSX Venture Exchange. The Lender acknowledges that there 
is no agreement or assurance that the Business Combination will be completed prior to the 
Maturity Date or at all.  

As further consideration for the Advance, the Borrower agrees to grant to the Lender 5,384,615 
common share purchase warrants (the “Warrants”). Each Warrant shall entitle, or require, as the 
case may be, the Lender to acquire one common share of the Borrower (each, a “Common 
Share”) for a period expiring on the earlier of the payment in full of the Outstanding Principal 
Amount and the Maturity Date at a price per Common Share of $0.65. The exercise of the 
Warrants shall only be permitted and is conditional upon completion of a Business Combination 
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prior to the Maturity Date and may only be exercised as part of the Business Combination. The 
exercise price of the Warrants may be satisfied in whole or in part through the conversion of all 
or a part of the Outstanding Principal Amount. In the event of a Business Combination, then the 
Borrower may require the Lender or the Lender will have the right to exercise the Warrant so 
that the Lender will receive shares in the capital of the resulting issuer in exchange for Common 
Shares. 

If a Business Combination is not completed prior to the Maturity Date, or if it does occur and 
neither the Borrower nor the Lender elect that the Lender must exercise the Warrants, then the 
Lender shall be entitled to a placement fee payable on the Maturity Date in amount equal to 4% 
of the amount of the Advance.  If only a portion of Warrants are exercised, then the amount of 
the placement fee shall be pro-rated based on the number of Warrants not exercised to the total 
of Warrants. The placement fee will be deemed to form a part of the Outstanding Principal 
Amount and payment will be secured as part of and pursuant to the Loan Documents. As a 
condition of the Advance the parties shall enter in a warrant agreement (the “Warrant 
Agreement”) containing the terms hereof and such other terms as are customarily contained in a 
Warrant Agreement.  

6.7  Equity Transaction 

The parties acknowledge that notwithstanding any other provision of this Agreement, the 
Borrower shall be permitted to complete the Equity Transaction and each step thereof. 

ARTICLE 7 - EVENTS OF DEFAULT 

7.1 Events of Default 

Each of the following events shall constitute an Event of Default hereunder: 

(a) if the Borrower fails to pay any Outstanding Principal Amount, interest or other amount 
payable by the Borrower to the Lender hereunder when due and owing hereunder and 
such default continues unremedied for a period of 5 days after notice from the Lender to 
the Borrower; 

(b) if the Borrower defaults in the performance of any covenant or other obligation contained 
herein or in any Loan Document, other than as referred to in Section 7.1(a) above, and 
such default shall continue unremedied for 10 days from the earlier to occur of (i) the 
Lender providing notice to the Borrower of such default or (ii) the Borrower becoming 
aware of such default; 

(c) if any representation or warranty made or deemed to be made by the Borrower under any 
Loan Document should prove to be false or misleading in any material respect when 
given or deemed to be given in accordance with the provisions thereof; 

(d) if any present or future indebtedness of the Borrower having an outstanding principal 
amount in excess of $200,000 (i) becomes due and payable prior to its stated maturity by 
reason of the occurrence of default thereunder, or (ii) is not paid when demanded or due 
or within any applicable grace period originally provided therefor or reasonable period of 
time for demand loan repayments (as may be applicable); 
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(e) if an Event of Insolvency occurs in respect of the Borrower; 

(f) if an encumbrancer takes possession of any material property or assets of the Borrower, 
or if a distress or execution or any similar process is levied or enforced against any of its 
material property or assets and remains unsatisfied for such period as would permit such 
property, assets or any part thereof to be sold thereunder, provided that such possession 
or process has not been stayed and is not being contested in good faith by the Borrower; 

(g) if this Agreement or any of the Loan Documents ceases to be enforceable in accordance 
with its terms; 

(h) if a judgment or order for payment of monies in excess of $200,000 shall be rendered 
against the Borrower and is not paid or permanently stayed within 45 days after it has 
been rendered; 

(i) if any report of or opinion by the auditors of the Borrower in respect of any financial 
statements of the Borrower contains any qualification which, in the reasonable opinion of 
the Lender, relates to a matter which materially adversely affects the creditworthiness of 
the Borrower; or 

(j) if the Borrower defaults under the terms of any of its real property leases (after any 
applicable cure periods) in connection with any such default, the relevant landlord shall 
be entitled to distrain against any of the property or assets of the Borrower or the relevant 
landlord shall be permitted to terminate the relevant real property lease and in any such 
case, such event would or could reasonably be expected to result in a Material Adverse 
Effect. 

7.2 Acceleration 

If an Event of Default occurs, all obligations hereunder or in connection herewith shall, at the 
option of the Lender immediately become due and payable upon demand by the Lender without 
presentment, demand, protest or other notice of any kind, all of which are hereby expressly 
waived by the Borrower.   

Without limiting the generality of the foregoing, the Lender shall also be entitled, concurrently 
with making any demand for payment hereunder as contemplated by this Section 7.2, to realize 
upon any and all of the Security Documents and proceed by any other action, suit, remedy or 
proceeding authorized or permitted by this Agreement, the Loan Documents or at law or in 
equity. 

7.3 Remedies Cumulative 

The rights and remedies of the Lender hereunder are cumulative and in addition to and not in 
substitution for any rights or remedies provided by law. 

7.4 Non-Merger 

The taking of a judgment or judgments or any other action or dealing whatsoever by the Lender 
shall not operate as a merger of any indebtedness or liability of the Borrower to the Lender or in 
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any way suspend payment or affect or prejudice the rights, remedies and powers, legal or 
equitable, which the Lender may have in connection with such liabilities. 

ARTICLE 8 - CONDITIONS PRECEDENT TO DRAWDOWN 

8.1 Drawdown  

The obligation of the Lender to make the Advance available hereunder shall be subject to each of 
the following conditions precedent, which conditions precedent are inserted for the sole and 
exclusive benefit of the Lender and may be waived by the Lender in writing: 

(a) the representations and warranties of the Borrower set out herein shall be true and 
correct on the date on which the Borrower received the Advance under this Agreement 
as if made on such date; 

(b) no Default or Event of Default under this Agreement shall have occurred or be 
continuing nor shall there be any Default or Event of Default after giving effect to the 
Advance hereunder; 

(c) the Lender shall have received the following which shall be in form and substance 
satisfactory to the Lender:  

(i) certified copies of the articles and by-laws of the Borrower; 

(ii) a certified copy of the resolution of the board of directors of the Borrower 
authorizing this Agreement and each of the Loan Documents to which it is a party 

(iii) an officer's certificate executed by an officer of the Borrower and including 
without limitation the incumbency of officers and directors of the Borrower; 

(iv) certificate of status issued by the appropriate governmental authority in the name 
of the Borrower; 

(v) insurance certificates with respect to or certified copies of all applicable insurance 
policies, or such other evidence as the Lender may require as to the compliance 
by the Borrower with the insurance obligations set out herein; 

(vi) covenants, confirmations and consents in form acceptable to the Lender in favour 
of the Lender verifying that all outstanding Liens charging or affecting any of the 
property or assets of the Borrower, constitute Permitted Liens; and 

(vii)  such other documents as the Lender may reasonably request; 

(d) the Lender shall be satisfied with the ownership, organizational and legal structure of 
the Borrower, and the Lender shall have received copies of all documents in connection 
therewith; 

(e) the Lender shall have received and be satisfied with the Tax Credit applications that 
have been completed and filed; 
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(f) the Lender shall be satisfied with the material terms and conditions of any indebtedness 
of the Borrower ranking in priority to the Lender, shall have entered into an inter-
creditor agreement or subordination and postponement agreement with each such 
creditor as applicable and shall have received copies of all documents in connection 
therewith; 

(g) the Lender shall have received the following documents with respect to the Borrower 
which shall be in form and substance satisfactory to the Lender and its counsel, each 
acting reasonably (collectively, the “Borrower Security”): 

(i) general security agreement which creates a Lien on all present and after acquired 
assets, property and undertaking of the Borrower to secure the present and future 
indebtedness, liabilities and obligations of the Borrower to the Lender; 

(ii) a specific assignment of the proceeds of the Tax Credits together with all ancillary 
documents reasonably necessary or required to implement the specific 
assignment; and 

(iii) an opinion by counsel to the Borrower with respect to the Borrower confirming     
inter alia corporate status, the due authorization, execution, delivery and 
enforceability of this Agreement and the other Loan Documents against the 
Borrower and the priority of the Security Documents charging such property and 
the registration of the Security Documents; 

(h) the Lender shall not have received any order or demand in respect of the Borrower 
under Section 224.1(l) of the Income Tax Act (Canada) or any similar federal or 
provincial statute; 

(i) any shareholder or related person of the Borrower to whom the Borrower is indebted 
for borrowed money shall have delivered a subordination amendment agreement in 
respect of such indebtedness in form and substance satisfactory to the Lender in its 
discretion; 

(j) the Lender and the Borrower shall have entered into the Warrant Agreement including 
the terms set out herein and otherwise on terms mutually satisfactory to the parties; 

(k) the Lender shall be satisfied that the Borrower has obtained all consents required from 
any Person (including without limitation any Governmental Body) or under any 
Applicable Law in respect of the Loan Documents and the transactions contemplated 
thereby; and 

(l) the Lender shall have received such other documents, instruments and information as 
the Lender may reasonably require. 

ARTICLE 9 - MISCELLANEOUS 

9.1 Fees and Expenses 

The Borrower shall pay to the Lender all reasonable costs and expenses of the Lender, including, 
without limitation, all reasonable fees and expenses of counsel to the Lender incurred in 
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connection with (i) the preparation of and review of this Agreement and each of the other Loan 
Documents not to exceed $35,000 together with applicable taxes and is hereby authorized to 
deduct such costs and expenses from the Advance, (ii) any actual or proposed amendment or 
modification hereof or thereof or any waiver hereunder or thereunder, (iii) establishing the 
validity and enforceability of this Agreement and any such other agreements, or (iv) defending, 
protecting and/or enforcing any of the rights and remedies of the Lender hereunder and 
thereunder; provided, however, that the Lender shall provide as and when requested evidence of 
the incurrence of all such reasonable costs and expenses and, where applicable, copies of any 
relevant accounts, bills and statements.   

9.2 Indemnification 

The Borrower shall indemnify the Lender and its respective officers, directors, employees, 
agents and shareholders and shall hold each of them harmless from and against any and all 
losses, liabilities, damages, costs, expenses and claims (including legal fees on a full indemnity 
basis) relating to this Agreement or any other Loan Document and arising in respect of any 
action (including any action referred to herein) or inaction or omission to do any act legally 
required of the Borrower pursuant to the Loan Documents, provided that the Borrower shall have 
no obligation hereunder to any such Person to the extent the claim or loss resulted from the gross 
negligence or wilful misconduct of such Person. The Borrower's obligations and indemnification 
under this Section 9.2 shall survive the payment and satisfaction of all obligations and the 
termination of this Agreement.  The Lender shall hold the benefit of this indemnity in trust for 
those indemnified parties who are not parties to this Agreement. 

9.3 Waiver 

No waiver or delay on the part of the Lender in exercising any right or privilege hereunder and 
no waiver as to any Default or Event of Default hereunder shall operate as a waiver thereof 
unless made in writing and signed by an authorized officer of the Lender. No written waiver 
shall preclude the further or other exercise by the Lender of any right, power or privilege 
hereunder, or extend to or apply to any further Default or Event of Default.  Subject to the 
provisions of this Agreement, the Lender shall have the rights and remedies afforded to it under 
the Loan Documents or available at law or in equity and all such rights and remedies shall be 
cumulative, and all such rights and remedies may be pursued jointly or separately, successively 
or concurrently against the Borrower or others (or any one or more of them) at the sole discretion 
of the Lender. 

9.4 Further Assurances 

From time to time, the Borrower shall forthwith on the Lender’s reasonable request do, make and 
execute all such financing statements, further assignments, documents, acts, matters and things 
as may be reasonably required by the Lender with respect to this Agreement or the Loan 
Documents or any part hereof or thereof or as may be required to give effect thereto. 

9.5 Dealings by Lender 

The Lender may grant extensions of time and other indulgences, take and give up securities, 
accept compositions, grant releases and discharges and otherwise deal with the Borrower and any 
guarantors, debtors of the Borrower or sureties and others and with any other securities which 
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may hereafter be held as the Lender may see fit without prejudice to the liability of the Borrower 
hereunder or the Lender’s right to hold and enforce any such securities. 

9.6 Notices 

Any notice or other communication permitted or required to be given hereunder must be given in 
writing and may be effectively given by delivering the same at the addresses hereinafter set forth 
or by sending the same by electronic mail or by prepaid registered mail to the parties at such 
addresses.  Any notice or other communication so given by personal delivery or by electronic 
mail on a Business Day shall be deemed to have been given, received and made on such 
Business Day so long as it is actually received prior to 5:00 p.m. (Toronto time) on such 
Business Day, and otherwise, shall be deemed to have been given, made and received on the next 
following Business Day, and any notice or other communication so mailed shall be deemed to 
have been given, made and received on the fifth Business Day following the mailing thereof, 
provided that no such notice or other communication shall be mailed during any actual or 
apprehended disruption of postal services.  The addresses of the parties for the purposes hereof 
shall respectively be: 

in the case of the Lender, addressed as follows: 
 
Chou Associates Management Inc.  
110 Sheppard Avenue East  
Suite 301, Box 18 
Toronto, Ontario M2N 6Y8  
Canada  
 
Attention:  Francis Chou 
E-mail:  fchou@choufunds.com  

 
in the case of the Borrower, addressed as follows: 
 

Fuel Industries Inc. 
7 Hinton Ave N., Suite 100 
Ottawa, Ontario K1Y4P1 
Canada 
 
Attention:  Julie Allen  
E-mail:  jallen@fuelyouth.com  

Either party may from time to time notify the other party hereto, in accordance with the 
provisions hereof, of any change of address which thereafter, until changed by like notice, shall 
be the address of such party for all purposes of this Agreement. 

9.7 Maximum Rate of Return 

Notwithstanding any provision to the contrary contained herein, in no event shall the aggregate 
“interest” (as defined in section 347 of the Criminal Code, Revised Statutes of Canada, 1985, 
c.46 as the same may be amended, replaced or re-enacted from time to time) payable hereunder 
exceed the effective annual rate of interest on the “credit advanced” (as defined in that section) 
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hereunder lawfully permitted under that section and, if any payment, collection or demand 
pursuant to this Agreement in respect of “interest” (as defined in that section) is determined to be 
contrary to the provisions of that section, such payment, collection or demand shall be deemed to 
have been made by mutual mistake of the Borrower and the Lender and the amount of such 
payment or collection shall be refunded to the Borrower (or any one or more of them as may be 
applicable).  For purposes hereof, the effective annual rate of interest shall be determined in 
accordance with generally accepted actuarial practices and principles over the term of the 
Facility on the basis of annual compounding of the lawfully permitted rate of interest and, in the 
event of dispute, a certificate of a Fellow of the Canadian Institute of Actuaries appointed by the 
Lender will be conclusive for the purposes of such determination.  If it is not determinable which 
particular payment or collection is contrary to the provisions of the section of the Criminal Code 
referred to above, the Lender will, in consultation with the Borrowers (or any one or more of 
them as may be applicable), determine the payments or collections to be refunded. 

9.8 Successors, Assigns, Participants 

Except as provided in this Section 9.8, none of the rights or obligations under this Agreement is 
assignable or transferable by any party. 

The Borrower may not assign its rights and obligations under this Agreement without the prior 
consent of the Lender. 

The Lender shall have the right without the consent of the Borrower to sell, transfer or assign its 
interest in the Lender’s obligations, rights and benefits hereunder, all at the Lender’s expense. 

This Agreement shall be binding on and shall enure to the benefit of the Borrower and the 
Lender and their respective successors and, to the extent permitted by this Agreement, their 
respective assigns. 

9.9 Survival 

This Agreement shall continue in full force and effect so long as the Borrower is entitled to the 
Advance or any indebtedness or liability is due and payable to the Lender in respect of the 
Facility.  All agreements, representations, warranties and covenants of the Borrower made herein 
or in any document delivered by or on behalf of the Borrower to the Lender pursuant to the 
provisions hereof or otherwise, shall be deemed to have been relied on by the Lender 
notwithstanding any investigation heretofore or hereafter made by the Lender, the Lender’s 
solicitors or any representative of the Lender and shall survive the execution of this Agreement 
and the granting of Advance under the Facility until repayment in full of all amounts owing to 
the Lender. 

9.10 Governing Law 

This Agreement and each of the other Loan Documents (unless any such other Loan Document 
is specifically stated to be governed by the laws of a jurisdiction other than the Province of 
Ontario), and all certificates and other instruments and agreements delivered in connection 
herewith, shall be construed and interpreted in accordance with the laws of Ontario and of 
Canada applicable therein. 
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9.11 Performance 

The Borrower hereby authorizes the Lender to perform any of the covenants of the Borrower 
under this Agreement on behalf and at the expense of the Borrower in the event the Borrower has 
not done so after 10 Business Days’ notice by the Lender to the Borrower and the Borrower shall 
fully indemnify and hold harmless the Lender should it elect to do so, provided that the Lender 
shall have no obligation to do so and no such action by the Lender hereunder shall have the 
effect of curing the default of the Borrower or otherwise prejudicing in any way any of the other 
rights or remedies which the Lender may have in respect thereof. 

9.12 Severability 

If any provision of this Agreement or any other Loan Document is or becomes illegal, invalid or 
unenforceable, such provision shall be severed from this Agreement or such other Loan 
Document (as the case may be) and be ineffective to the extent of such illegality, invalidity or 
unenforceability.  The remaining provisions hereof or thereof shall be and remain unaffected by 
such provision and shall continue to be valid and enforceable. 

9.13 Time 

Time is of the essence hereof. 

9.14 Form and Substance 

All documents, certificates and other agreements required to be delivered to the Lender 
hereunder shall be in form and substance satisfactory to the Lender acting reasonably. 

9.15 Oral Authority 

The Lender shall be entitled to act upon the oral instructions of any person identified in writing 
by the Borrower from time to time by notice or other document given to the Lender as a person 
authorized by the Borrower to give instructions regarding the making of the Advance by the 
Lender to the Borrower hereunder and the Lender shall not be responsible for any error or 
omission in such instructions or in the performance thereof, except in the event of wilful 
misconduct. 

9.16 Entire Agreement 

This Agreement and the Loan Documents constitute the entire agreement between the parties 
hereto with respect to the subject matter hereof and supersede all prior negotiations, 
undertakings, understandings and representations including without limitation all offers of credit 
or term sheets, whether oral or written.   

9.17 Counterparts 

This Agreement may be executed in one or more counterparts, each of which shall be deemed to 
be an original and which together shall constitute one and the same agreement. 

 

[Remainder of Page Intentionally Left Blank] 
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SCHEDULE A 
 

LIST OF PERMITTED LIENS 

i. any Lien consented to in writing by the Lender, including Liens in favour 
of the Lender; 

ii. Liens granted to Royal Bank of Canada in connection with an operating 
line of credit; 

iii. any Lien for Taxes, local improvements, assessments or governmental 
charges or levies not yet due or being diligently contested in good faith by 
appropriate proceedings and for which reserves or contingency funds 
satisfactory to the Lender, acting reasonably, have been set aside; 

iv. any carriers', warehousemen's, mechanics', workers', materialmen's or 
other similar liens in respect of charges accruing in favour of any Person, 
so long as such charges are not yet due or are being diligently contested in 
good faith by appropriate proceedings and for which reserves or 
contingency funds satisfactory to the Lender, acting reasonably, have been 
set aside; 

v. undetermined, inchoate or statutory liens, privileges or charges incidental 
to current operations which have not at such time been filed pursuant to 
law against such Person's property or assets or which relate to obligations 
not due or delinquent; 

vi. any lien or any right of distress reserved in or exercisable under any lease 
for the payment of rent and for compliance with the terms of such lease 
provided that the obligations secured thereby are not yet due or delinquent 
or are being diligently contested in good faith by appropriate proceedings 
and for which reserves or contingency funds satisfactory to the Lender, 
acting reasonably, have been set aside;  

vii. cash or governmental obligations deposited in the ordinary course of 
business in connection with contracts, bids, tenders or to secure worker's 
compensation, unemployment insurance, surety or appeal bonds, costs of 
litigation, when required by law, public and statutory obligations, liens or 
claims incidental to current construction; 

viii. the provisions of governing municipal by-laws, including those relating to 
zoning and security given in the ordinary course of business to a public 
utility or any municipality or governmental or other public authority when 
required by such utility or municipality or governmental or other authority 
in connection with the operations of the Borrower; 

ix. all rights reserved to or vested in any Governmental Body by the terms of 
any lease, licence, franchise, grant or permit held by the Borrower or by 
any statutory provision to terminate any such lease, licence, franchise, 
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grant or permit or to require annual or periodic payments as a condition of 
the continuance thereof;  

x. any rights of expropriation, access or use, or any other similar rights 
conferred or reserved by or in any statute of Canada or Ontario; 

xi. Liens against the Borrower's assets which are perfected by financing 
statements or other security registrations which have been filed against the 
Borrower to the extent such Liens relate solely to equipment leased from 
such entities by the Borrower; 

xii. Liens on equipment created solely for the purpose of securing 
indebtedness permitted by clause (ii) of the definition of Permitted 
Indebtedness, representing or incurred to finance the purchase price of 
such equipment, provided that no such Lien shall extend to or cover other 
property other than the respective equipment (and proceeds thereof) so 
acquired, and the principal amount of indebtedness secured by any such 
Lien shall at no time exceed the purchase price of such equipment, as 
reduced by repayments of principal thereon; 

xiii. any Lien arising from court or arbitral proceedings, provided that the 
claims secured thereby are being contested in good faith by the Borrower, 
provided that adequate monies to satisfy the indebtedness owing in respect 
of such Lien has been paid by the Borrower to the Lender to be held by the 
Lender in an interest-bearing account or instrument and further provided 
that execution thereon has been stayed and continues to be stayed and such 
Lien does not constitute or result in an Event of Default; 

xiv. any Lien in respect of any judgment rendered, or claim filed, against the 
Borrower, which has been contested in good faith by the Borrower in 
respect of which the Borrower shall have paid into court a bond or other 
security or deposited with the Lender collateral satisfactory to the Lender 
acting reasonably in an amount sufficient to pay such judgment or claim 
together with any interest thereon and costs in respect thereof; 

xv. Liens relating to Subordinated Debt, if approved by the Lender and if 
appropriate subordination agreements or intercreditor agreements, 
containing terms satisfactory to the Lender in its sole discretion, acting 
reasonably, have been delivered to the Lender; and 

xvi. Liens incurred in connection with the extension, renewal or refinancing of 
the indebtedness secured by Liens of the type described in clauses (a) to 
(n) above, provided that any extension, renewal or replacement Lien shall 
be limited to the property encumbered by the existing Lien and the 
principal amount of the indebtedness being extended, renewed or 
refinanced does not increase. 
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SCHEDULE B 
 

LIST OF SUBSIDIARIES 

1. All Girl Arcade Inc. 
2. Fuel Entertainment Inc. 
3. Fuel Industries (U.S.) Inc. 
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SCHEDULE C 
 

LIST OF PERMITTED INDEBTEDNESS 

1. Operating line of credit with Royal Bank of Canada 
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SCHEDULE D 

LOCATIONS OF ASSETS/OPERATIONS 
 

Owned  

 N/A 

Leased (with name of Landlord) 

 Ottawa Office Lease – Metcalfe Realty Co. 2700 Queensview Dr., Ottawa, ON K2B 8H6 

 LA Office Lease – National and Hayden, LLLP 3528 Hayden Ave, 2nd Fl, Culver City, 
CA 90232 

 
Warehouse (with name of warehouse operator)  

 N/A  

 
Location(s) of Books and Records  

 Financial Records - Ottawa – 100-7 Hinton Ave. North, Ottawa, ON,  K1Y 4P1 

 Minute Books – Dentons LLP 99 Bank St., Suite 1420, Ottawa, ON K1P 1H4 
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SCHEDULE E 

TAX CREDITS  
 
Filing Date 
 

Anticipated 
Payment Date 

Gross Filing 
Amount 

Anticipated 
Recovery 

Amount (@80%) 

Anticipated 
Recovery 
Amount 
(@90%) 

19-Nov-
2013 

15-Apr-2015 $1,460,621 $1,168,497 $1,314,559 

14-Nov-
2014 

15-Apr-2016 $1,992,273 $1,593,818 $1,793,046 

15-Jun- 2015 15-Dec-2016 $1,600,000 $1,280,000 $1,440,000 
 Total $5,052,894 $4,042,315 $4,547,605 
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This is Exhibit “H” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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GENERAL SECURITY AGREEMENT 
 

THIS AGREEMENT is dated as of February 9th, 2015.  
 
BETWEEN:  

 
FUEL INDUSTRIES INC.,  
a corporation existing under the laws 
of the Province of Ontario  
(the “Borrower”) 

OF THE FIRST PART 
 
- and - 
 
CHOU ASSOCIATES MANAGEMENT INC., 
a corporation existing under the laws 
of the Province of Ontario   
(the “Lender”) 
 

OF THE SECOND PART 
 

WHEREAS the Borrower is indebted to the Lender in the principal amount of $7,500,000 
together with interest thereon (the “Loan”) as evidenced by a promissory note (the “Note”) dated 
as of the date hereof issued by the Borrower in favour of the Lender and pursuant to the terms 
and conditions of a loan agreement dated as of February 9th, 2015 (the “Loan Agreement”) 
between the Borrower and the Lender; 

 
AND WHEREAS in order to secure the Borrower’s obligations to the Lender under the Loan 
Agreement and Note, the Borrower has agreed to execute and deliver this Agreement to the 
Lender; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 

 
ARTICLE 1 - DEFINITIONS 

1.1 Definitions 
 
 Any capitalized term not defined in this Agreement shall have the meaning ascribed to 
such terms in the Loan Agreement and the Note, as applicable. 
 

ARTICLE 2 – GRANT OF SECURITY INTEREST 
 

2.1 Obligations Secured.   
 
 The Security Interest (as hereinafter defined) is granted to the Lender by the Borrower as 
continuing security for the payment of all present and future indebtedness and liabilities of the 
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Borrower to the Lender, including interest thereon, and for the prompt and complete 
performance of all other present and future obligations of the Borrower to the Lender, whether 
direct or indirect, contingent or absolute, and all expenses, costs and charges incurred by or on 
behalf of the Lender in connection with this Agreement, the Security Interest or the Collateral, 
including all reasonable legal fees, court costs, receiver's or agent's remuneration and other 
expenses of taking possession of, repairing, protecting, insuring, preparing for disposition, 
realizing, collecting, selling, transferring, delivering or obtaining payment for the Collateral, and 
of taking, defending or participating in any action or proceeding in connection with any of the 
foregoing matters or otherwise in connection with the Lender’s interest in any Collateral, 
whether or not directly relating to the enforcement of this Agreement, the Loan Agreement or the 
Note or any other loan document (collectively, the “Obligations”). 
 
2.2 Creation of Security Interest.   
 
 As general and continuing security for the payment and performance when due of all the 
Obligations, the Borrower hereby mortgages, pledges, hypothecates, transfers, assigns and 
charges to the Lender, and hereby grants to the Lender a security interest in (such mortgages, 
pledges, hypothecations, transfers, assignments, charges and security interests are referred to 
collectively as the “Security Interest”) all present and after-acquired undertaking and property 
of the Borrower of any nature whatsoever (such undertaking and property are referred to 
collectively as the “Collateral”) including, without limitation, the following:   
 

(a) Equipment - all present and future equipment of the Borrower, including all 
machinery, fixtures, plant, tools, furniture, vehicles of any kind or description, all 
spare parts, accessories installed in or affixed or attached to any of the foregoing, 
and all drawings, specifications, plans and manuals relating thereto 
(“Equipment”); 

 
(b) Inventory - all present and future inventory of the Borrower, including all raw 

materials, materials used or consumed in the business of the Borrower, work-in-
progress, finished goods, goods used for packing, materials used in the business 
of the Borrower not intended for sale, and goods acquired or held for sale or 
furnished or to be furnished under contracts of rental or service (“Inventory”);  

 
(c) Accounts - all present and future debts, demands and amounts due or accruing 

due to the Borrower whether or not earned by performance, including without 
limitation its book debts, accounts receivable, and claims under policies of 
insurance, and all contracts, security interests and other rights and benefits in 
respect thereof (“Accounts”); 

 
(d) Intangibles - all present and future intangible personal property of the Borrower, 

including all contract rights, goodwill, patents, trade marks, copyrights and other 
intellectual property, and all other choses in action of the Borrower of every kind, 
whether due at the present time or hereafter to become due or owing;  
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(e) Documents of Title - all present and future documents of title of the Borrower, 
whether negotiable or otherwise, including all warehouse receipts and bills of 
lading; 

 
(f) Chattel Paper - all present and future agreements made between the Borrower as 

secured party and others which evidence both a monetary obligation and a 
security interest in or a lease of specific goods (“Chattel Paper”); 

 
(g) Instruments - all present and future bills, notes and cheques (as such are defined 

pursuant to the Bills of Exchange Act (Canada), and all other writings that 
evidence a right to the payment of money and are of a type that in the ordinary 
course of business are transferred by delivery without any necessary endorsement 
or assignment (“Instruments”); 

 
(h) Money - all present and future money of the Borrower, whether authorized or 

adopted by the Parliament of Canada as part of its currency or any foreign 
government as part of its currency (“Money”); 

 
(i) Securities - all present and future securities held by the Borrower, including 

shares, options, rights, warrants, joint venture interests, interests in limited 
partnerships, bonds, debentures and all other documents which constitute 
evidence of a share, participation or other interest of the Borrower in property or 
in an enterprise or which constitute evidence of an obligation of the issuer, and 
including an uncertificated security within the meaning of Part VI (Investment 
Securities) of the Business Corporations Act (Ontario) and all substitutions 
therefor and dividends and income derived therefrom (“Securities”); 

 
(j) Documents - all books, accounts, invoices, letters, papers, documents and other 

records in any form or medium evidencing or relating to collateral subject to the 
Security Interest; 

 
(k) Real Property - all real and immovable property, wherever situate, and all 

buildings, structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; and 

 
(l) Proceeds - all personal property in any form derived directly or indirectly from 

any dealing with collateral subject to the Security Interest or the proceeds 
therefrom, including insurance proceeds and any other payment representing 
indemnity or compensation for loss of or damage thereto or the proceeds 
therefrom (“Proceeds”). 

 
2.3 Without limiting the generality of the description of Collateral as set out in Section 2.2, 
and for greater certainty, the Collateral shall include all present and future real and personal 
property of the Borrower located on or about or in transit to or from the address of the Borrower 
set out in this Agreement. 
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ARTICLE 3 - COLLATERAL 
3.1 Attachment.   
 
 (a) The Borrower acknowledges and agrees that (i) value has been given, (ii) the 
Borrower has rights in the Collateral, and (iii) the Security Interest shall attach to existing 
Collateral upon execution of this Agreement by the Borrower and to each item of after-acquired 
Collateral at the time that the Borrower acquires any rights therein. 
 
 (b) If any Securities or Instruments are now or at any time become evidenced, in 
whole or in part, by uncertificated securities registered or recorded in records maintained by or 
on behalf of the issuer thereof in the name of a clearing agency or a custodian or of a nominee of 
either, the Borrower will, at the written request and option of the Lender, (i) cause an appropriate 
entry to be made in the records of the clearing agency or custodian to record the interest of the 
Lender in such Securities or Instruments created pursuant to this Agreement or (ii) cause the 
Lender to have control over such Securities or Instruments. 
 
 (c) At the written request of the Lender upon the occurrence of an Event of Default 
which is continuing, the Borrower will (i) cause the transfer of any Securities or Instruments to 
the Lender to be registered wherever such registration may be required or advisable in the 
reasonable opinion of the Lender, (ii) duly endorse any such Securities or Instruments for 
transfer in blank or register them in the name of the Lender or its nominee or otherwise as the 
Lender may reasonably direct, (iii) immediately deliver to the Lender any and all consents or 
other documents which may be necessary to effect the transfer of any such Securities or 
Instruments to the Lender or any third party and (iv) deliver to or otherwise cause the Lender to 
have control over such Securities or Instruments. 
 
3.2 Dealings with Collateral.   
 
 Until the Security Interest becomes enforceable, the Borrower may sell its Inventory and 
collect its Accounts in the ordinary course of its business; provided that after the Security 
Interest becomes enforceable, all Accounts collected by the Borrower shall be immediately 
remitted to the Lender.  Until remitted, all Accounts received by the Borrower shall be held by 
the Borrower as agent and in trust for the Lender.   
 
3.3 Notification to Account Borrowers.   
 
 The Lender may, upon the occurrence of an Event of Default which is continuing, notify 
any person obligated to the Borrower in respect of an Account, Chattel Paper or an Instrument to 
make payment to the Lender of all such present and future amounts due thereon.  
 
3.4 Exception re Leasehold Interests and Contractual Rights.   
 
 The last day of the term of any lease, sublease or agreement therefor is specifically 
excepted from the Security Interest, but the Borrower agrees to stand possessed of such last day 
in trust for any person acquiring such interest of the Borrower.  To the extent that the creation of 
the Security Interest would constitute a breach or cause the acceleration of any agreement, right, 
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licence or permit to which the Borrower is a party, the Security Interest shall not attach thereto, 
but the Borrower shall hold its interest therein in trust for the Lender, and the Security Interest 
shall attach to such agreement, right, license or permit forthwith upon obtaining the consent of 
the other party thereto. 
 

ARTICLE 4 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

4.1 Representations and Warranties.   
 
 The Borrower hereby represents and warrants as follows to the Lender and acknowledges 
that the Lender is relying thereon:  
 

(a) the Borrower has the capacity and authority to incur the Obligations, create the 
Security Interest and generally perform its obligations under this Agreement; 

 
(b) the execution and delivery of this Agreement and the performance by the 

Borrower of its obligations hereunder have been duly authorized by all necessary 
proceedings; 

 
(c) the Borrower’s registered office is at the address set out in Section 6.1 of this 

Agreement; and 
 
(d) the Collateral is located at the places warranted herein and at no other place. 
 

4.2 Covenants of Borrower.   
 
 The Borrower covenants and agrees in favour of the Lender as follows:  

 
(a) not to further encumber the Collateral after the date hereof except for the Security 

Interest and except as disclosed in writing by the Borrower to the Lender;  
 
(b) to keep the Collateral in good condition, and to keep the Collateral located at the 

places warranted herein or in any other Loan Document;  
 

(c) to obtain from financially responsible insurance companies and maintain 
insurance in respect of such risks and in such amounts as the Lender may 
reasonably require from time to time, and such insurance shall include a standard 
mortgage clause approved by the Insurance Bureau of Canada, and the Borrower 
agrees to cause the interest of the Lender to be noted as its interest might appear 
on such policies of insurance (except public liability insurance), to furnish the 
Lender with certificates of insurance and certified copies of such policies and to 
name the Lender as loss payee of such policies; 

  
(d) to promptly notify the Lender of any loss or damage to the Collateral, and of any 

change in any information provided in this Agreement;  
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(e) to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation 
pay, workers' compensation assessments, and any other charges which could 
result in the creation of a statutory lien or deemed trust in respect of the 
Collateral;  

 
(f) to deliver to the Lender such information concerning the Collateral or the 

Borrower as the Lender may reasonably request from time to time, including aged 
lists of Inventory and Accounts and annual and monthly financial statements of 
the Borrower;  

 
(g) to allow the Lender to have access to all premises of the Borrower upon prior 

written notice and during normal business hours, at which Collateral may be 
located to verify the existence and state of the Collateral in any manner the 
Lender may consider appropriate and the Borrower agrees to furnish all assistance 
and information and to perform all such acts as the Lender may reasonably 
request in connection therewith;  

 
(h) at any time while the Obligations are outstanding hereunder, the Borrower shall, 

at its own expense, do, make, execute or deliver all such further acts, documents 
and things as the Lender may reasonably require from time to time for the purpose 
of giving effect to the loan documents including, without limitation, for the 
purpose of facilitating the enforcement of the Security Interest, all immediately 
upon the request of the Lender; and 

 
(i) to deliver to the Lender any and all Pledged Securities and other materials as may 

be required from time to time to provide the Lender with control over all Pledged 
Securities.  At the request of the Lender, the Borrower shall cause all Pledged 
Securities certificates to be registered in the name of the Lender or its nominee as 

the Lender may direct in writing. 
 

ARTICLE 5 – ENFORCEMENT AND REMEDIES 
5.1 Enforcement.   
 
 The Security Interest shall be enforceable immediately upon the occurrence of an Event 
of Default which is continuing. 
 
5.2 Remedies.   
 
 Upon the occurrence of an Event of Default which is continuing, the Lender shall have 
the following remedies in addition to any other remedies available at law or equity or contained 
in any other agreement between the Borrower and the Lender, all of which remedies shall be 
independent and cumulative:  

 
(a) entry of any premises where Collateral may be located;  
 
(b) possession of Collateral by any method permitted by law;  
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(c) the sale or lease of Collateral; 
 
(d) the collection of any rents, income and profits received in connection with the 

business of the Borrower or the Collateral;  
 
(e) the collection, realization, sale or other dealing with any Accounts; 
 
(f) the appointment by instrument in writing of a receiver or a receiver and manager 

(each of which is herein called a “Receiver”) of the Collateral; 
 
(g) the exercise by the Lender of any of the powers  set out in Section 5.2, without the 

appointment of a Receiver; 
 
(h) proceedings in any court of competent jurisdiction for the appointment of a 

receiver or a receiver and manager or for the sale of the Collateral;  
 
(i) the filing of proofs of claim and other documents in order to have the claims of 

the Lender lodged in any bankruptcy, winding-up or other judicial proceeding 
relating to the Borrower; and 

 
(j) any other remedy or proceeding authorized or permitted under the Personal 

Property Security Act (Ontario) or otherwise by law or equity.  
 
5.3 Powers of Receiver.   
 
 Any Receiver appointed by the Lender may be any person or persons, and the Lender 
may remove any Receiver so appointed and appoint another or others instead.  Any Receiver 
appointed shall act as agent for the Lender for the purposes of taking possession of the Collateral 
and (except as provided below) as agent for the Borrower for all other purposes, including 
without limitation the occupation of any premises of the Borrower and in carrying on the 
Borrower's business.  For the purposes of realizing upon the Security Interest, the Receiver may 
sell, lease or otherwise dispose of Collateral as agent for the Borrower or as agent for the Lender 
as it may determine in its discretion.  The Borrower agrees to ratify and confirm all actions of the 
Receiver acting as agent for the Borrower, and to release and indemnify the Receiver in respect 
of all such actions. Any Receiver so appointed shall have the following powers:  
 

(a) to enter upon, use and occupy all premises owned or occupied by the Borrower; 
 
(b) to take possession of the Collateral; 
 
(c) to carry on the business of the Borrower;  
 
(d) to borrow money required for the maintenance, preservation or protection of the 

Collateral or for the carrying on of the business of the Borrower, and in the 
discretion of such Receiver, to charge and grant further security interests in the 
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Collateral in priority to the Security Interest, as security for the money so 
borrowed;  

 
(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such 

terms and conditions and in such manner as the Receiver shall determine in its 
discretion;   

 
(f) to demand, commence, continue or defend any judicial or administrative 

proceedings for the purpose of protecting, seizing, collecting, realizing or 
obtaining possession or payment of the Collateral, and to give valid and effectual 
receipts and discharges therefor and to compromise or give time for the payment 
or performance of all or any part of the Accounts or any other obligation of any 
third party to the Borrower; and 

 
(g) to exercise any rights or remedies which could have been exercised by the Lender 

against the Borrower or the Collateral.  
 
5.4 Disposition.   
 
 The Lender may sell, lease or otherwise dispose of any Collateral as a whole or in 
separate parcels by public auction or private tender or by private contract with or without notice 
and with or without advertising and without any other formality, all of which are hereby 
expressly waived by the Borrower and any such sale, lease or disposition shall be on such terms 
and conditions as to credit, as to upset or reserve bid or price and otherwise as the Lender may 
consider commercially reasonable.  In the event that any disposition is made on credit or part 
cash and part credit, the Lender need only credit the actual cash received at the time of 
disposition against the Obligations and any payments made pursuant to any credit granted at the 
time of the disposition shall be credited against the Obligations as and when received.  The 
Lender may rescind, terminate or vary any contract for the sale, lease or disposition of any 
Collateral and may resell, relet or otherwise redispose of the Collateral without being 
accountable or otherwise liable for any loss occasioned thereby.  Any sale, lease or other 
disposition of any Collateral may be made by the Lender whether or not it has taken possession 
of the Collateral. 
 
5.5 Failure of the Lender to Exercise Remedies.   
 
 The Lender shall not be liable for any delay or failure to enforce any remedies available 
to it or any delay or failure to institute any proceedings for such purposes.   The Lender may 
compound, compromise, grant extensions, take and give up securities, accept compositions, grant 
releases and discharges and otherwise deal with the Borrowers of the Borrower, the Borrower 
and others and with the Accounts as the Lender may see fit, without the prejudice to the liability 
of the Borrower or the Lender’s right to hold and realize on the Accounts. 
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5.6 Application of Payments.   
  
 All payments made in respect of the Obligations and all monies received by the Lender or 
any Receiver appointed by the Lender in respect of the enforcement of the Security Interest 
(including the receipt of any Money) may be held as security for the Obligations or applied in 
such manner as may be determined in the discretion of the Lender or the Receiver, as the case 
may be, and the Lender may at any time apply or change any such appropriation of such 
payments or monies to such part or parts of the Obligations as the Lender may determine in its 
discretion.  The Borrower shall remain liable to the Lender for any deficiency; and any surplus 
funds realized after the satisfaction of all Obligations shall be paid in accordance with applicable 
law.  
 
5.7 Dealings by the Lender.   
 
 The Lender may grant extensions of time and other indulgences, take and give up 
securities, accept compositions, grant releases and discharges, and otherwise deal with the 
Collateral, the Borrower and others as the Lender may see fit, without prejudice to the 
Obligations and the rights of the Lender to hold and realize upon the Security Interest.  The 
Lender has no obligation to keep Collateral identifiable, or to preserve rights against prior 
secured creditors in respect of any Collateral. 
 
 

ARTICLE 6 – GENERAL PROVISIONS 
6.1 Notice.   
 

Any demand, notice, direction or other communication to be made or given hereunder 
shall be made or given in accordance with the Loan Agreement.  

 
6.2 Power of Attorney.   
 
 The Borrower hereby constitutes and appoints the Lender or any officer thereof as its true 
and lawful attorney, effective upon the occurrence of an Event of Default that is continuing, with 
full power of substitution, to execute all documents and take all actions as may be necessary or 
desirable to perform any obligations of the Borrower arising pursuant to this Agreement, and in 
executing such documents and taking such actions, to use the name of the Borrower whenever 
and wherever it may be considered necessary or expedient.  These powers are coupled with an 
interest and are irrevocable until all of the Obligations have been repaid in full and this 
Agreement is terminated and the Security Interest created herein has been released.  This 
appointment, coupled with an interest, shall not be revoked by the insolvency, bankruptcy, 
dissolution, liquidation or other termination of the existence of the Borrower or for any other 
reason. 
 
6.3 Separate Security.   
 
 This Agreement and the Security Interest are in addition to and not in substitution for any 
other security now or hereafter held by the Lender in respect of the Borrower, the Obligations or 
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the Collateral and any other present and future rights or remedies which the Lender might have 
with respect thereto. 
 
6.4 Lender Not Obliged to Advance.  
 

Nothing in this Agreement shall obligate the Lender to make any loan or accommodation 
to the Borrower or any other party in connection with this Agreement, or extend the time for 
payment or satisfaction of any Obligations. 
 
6.5 Amalgamation of Borrower.  
 

The Borrower acknowledges and agrees that in the event that it amalgamates with any 
other persons (which it is prohibited from doing without the prior written consent of the Lender 
other than in respect of the Equity Transaction described in the Loan Agreement) then the 
Collateral and the Security Interest shall extend to and include all like property of the 
amalgamated corporation and all references herein to Borrower shall extend to and include the 
amalgamated corporation and all references herein to Obligations shall extend to and include all 
of the debts, liabilities and obligations of every type and kind of the amalgamated corporation. 
 
6.6 Amendments.   

 
This Agreement may not be amended or otherwise modified except by an instrument in 

writing executed by all the parties hereto. 
 
6.7 Waivers.   

 
The Lender shall not, by any act, delay, omission or otherwise, be deemed to have 

expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver shall 
be in writing and executed by an authorized officer of the Lender.  Any such waiver shall be 
enforceable only to the extent specifically set forth therein.  A waiver by the Lender of any right, 
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any 
such right, power and/or remedy which the Lender would otherwise have on any future occasion, 
whether similar in kind or otherwise. 
 
6.8 Assignment.  
 

The Lender may from time to time upon notice to, but without the consent of the 
Borrower, assign or transfer this Agreement and the Obligations or any portion thereof or interest 
therein to any other party (the “Assignee”).  The Assignee shall, to the extent of the interest so 
assigned or transferred, be entitled to the benefit of and the right to enforce this Agreement to the 
same extent as if the Assignee were the Lender.  The Borrower shall not be entitled to assign or 
transfer this Agreement or any of the Borrower’s rights, duties or obligations hereunder without 
the prior written consent of the Lender. 
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6.9 Release and Reconveyance.  
  
  Upon payment in full of the Obligations to the Lender, the Lender shall upon receipt of a 
written request from the Borrower release the Security Interest and reassign the Collateral to the 
Borrower without recourse and without representations or warranties, and the Lender shall at the 
request and expense of the Borrower execute and deliver all such discharges, releases, 
reassignments and further assurances as may be reasonably required in this regard. 
 
6.10 Subordination and Letter Agreement.  
 

The Lender acknowledges that its rights hereunder are subject to the subordination and 
letter agreement between the Lender, Royal Bank of Canada and the Borrower dated as of the 
date hereof (the “RBC Agreements”) and that the Borrower’s representations, warranties, 
covenants and agreements hereunder are subject to such RBC Agreements and that any actions 
or steps taken or omitted to be taken in compliance with the terms of the RBC Agreements and 
the priorities set out therein shall not be deemed to be an Event of Default under this Agreement. 
 
6.11 Number, Gender and Persons.   
 

Unless the context otherwise requires, words importing the singular in number only shall 
include the plural and vice versa, words importing the use of gender shall include the masculine, 
feminine and neuter genders and words importing persons shall include individuals, 
corporations, partnerships, associations, trusts, unincorporated organizations, governmental 
bodies and other legal or business entities. 
 
6.12 Severability.  
 

If any provision of this Agreement is determined by a court of competent jurisdiction to 
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect 
the validity, legality or enforceability of the remaining provisions hereof, and each such 
provision shall be interpreted in such a manner as to render them valid, legal and enforceable to 
the greatest extent permitted by applicable law.  Each provision of this Agreement is declared to 
be separate, severable and distinct. 
 
6.13 Successors and Assigns.   
 

This Agreement shall enure to the benefit of the Lender and its successors and assigns, 
and shall be binding upon the Borrower and its, legal representatives, heirs, executors, 
administrators, successors and permitted assigns. 
 
6.14 Time.  
 

Time shall be of the essence of this Agreement.   
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6.15  Execution by E-mail.  
 
  Delivery of an executed copy of a signature page to this Agreement by electronic 
transmission shall be effective as delivery of a manually executed copy of this Agreement and 
the Borrower undertakes to provide the Lender with a copy of this Agreement bearing original 
signatures forthwith upon demand. 
 
6.16  Governing Law and Attornment.  
 
  This Agreement shall be governed by and interpreted in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein.  Without prejudice to the 
ability of the Lender to enforce this Agreement in any other proper jurisdiction where the 
Borrower has property, the Borrower irrevocably submits and attorns to the non-exclusive 
jurisdiction of the courts of the Province of Ontario in connection with this Agreement. 
 
6.17 Entire Agreement.   
 
 This Agreement, the Loan Agreement, the Note and any other documents delivered 
pursuant hereto and thereto including any schedules attached hereto and thereto constitutes the 
entire agreement between the Borrower and the Lender relating to the subject-matter hereof and 
supersede all prior agreements, representations, warranties, conditions or collateral agreements, 
whether oral or written, express or implied, with respect to the subject matter hereof. 
 
6.18 Further Assurances.  
 

The Borrower shall forthwith, at its own expense and from time to time, do or file, or 
cause to be done or filed, all such things and shall execute and deliver all such documents, 
agreements, opinions, certificates and instruments reasonably requested by the Lender or its 
counsel as may be necessary or desirable to complete the transactions contemplated by this 
Agreement and carry out its provisions and intention. 
 
6.19  Set-Off.  
 

The Lender may at any time and from time to time, without notice to the Borrower or to 
any other Person, set-off, appropriate and apply any and all deposits, general or special, matured 
or unmatured, held by or for the benefit of the Borrower with the Lender (which for greater 
certainty includes any affiliate of the Lender) and any indebtedness and liability of the Lender 
(which for greater certainty includes any affiliate of the Lender) to the Borrower, matured or 
unmatured, against and on account of the Obligations when due, in such order of application as 
the Lender may from time to time determine. 

 
6.20 Copy of Agreement.  
 
 The Borrower acknowledges receipt of an executed copy of this Agreement.  
 

[Remainder of page intentionally left blank] 
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This is Exhibit “I” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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SPECIFIC ASSIGNMENT AGREEMENT 
 

AGREEMENT dated as of February 9th, 2015 (the “Agreement”) 
 
BETWEEN: 
 

FUEL INDUSTRIES INC., a company incorporated under the  
laws of the Province of Ontario, having its registered office at  
7 Hinton Avenue North, Suite 100, Ottawa, Ontario, K1Y 4P1 
(hereinafter called the “Borrower”) 

 
OF THE FIRST PART 

 
- and - 

 
CHOU ASSOCIATES MANAGEMENT INC., a company  
incorporated under the laws of the Province of Ontario, having 
its registered office at 110 Sheppard Avenue East, Suite 301,  
Box 18, Toronto, Ontario, M2N 6Y8  
(hereinafter called the “Lender”) 
 

OF THE SECOND PART 
 
WHEREAS the Borrower is indebted to the Lender in the principal amount of $7,500,000 
together with interest thereon (the “Loan”) as evidenced by a promissory note (the “Note”) dated 
as of the date hereof issued by the Borrower in favour of the Lender and pursuant to the terms 
and conditions of a loan agreement dated as of February 9th, 2015 (the “Loan Agreement”) 
between the Borrower and the Lender; 
 
AND WHEREAS the Borrower is, and may hereafter become, entitled to receive refundable tax 
credits (the “Tax Credit Proceeds”) for eligible Ontario labour, marketing and distribution 
expenditures relating to the development of interactive digital media products (the “Products”) 
to be received from the Ontario Interactive Digital Media Tax Credit (“OIDMTC”) jointly 
administered by the Ontario Media Development Corporation (“OMDC”) and the Canada 
Revenue Agency (“CRA”); 
 
AND WHEREAS the Borrower has agreed to assign, transfer and convey, in favour of the 
Lender, the Tax Credit Proceeds as security of repayment of the Loan, together with any accrued 
and unpaid interest thereon; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 
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ARTICLE 1 - DEFINITIONS 

1.1 Definitions  
 

Any capitalized term not defined in this Agreement shall have the meaning ascribed 
thereto in the Loan Agreement or the Note, as applicable. In this Agreement: 
 
“Act” means the Corporations Tax Act (Ontario). 
 
“Agreement” means this Specific Assignment Agreement, including all amendments or 
restatements, and references to “Article” or “Section” means the specified Article or Section of 
this Agreement. 
 
“Ministry” means the Ontario Ministry of Finance. 
 
“Regulations” means Ontario Regulation 37/09 made under the Taxation Act. 
 
“Security Interest” means any mortgage, charge, pledge, hypothecation, lien (statutory or 
otherwise), assignment, finance lease, title retention agreement or arrangement, security interest 
or other encumbrance or adverse claim of any nature, or any other security agreement or 
arrangement creating in favour of any lender a right in respect of a particular property. 
 
“Taxation Act” means the Taxation Act, 2007 (Ontario). 
 
“Tax Authorities” means, collectively, the CRA, the OMDC and the Ministry, and "Tax 
Authority" mean any one of them. 
 
“Tax Credit Proceeds” has the meaning set forth on page 1. 
 
“Tax Refund” means the refund generated by the Borrower's claim for the Tax Credit Proceeds. 
 

ARTICLE 2 – ASSIGNMENT AND APPOINTMENT OF ATTORNEY 
 

2.1 Assignment 
 

The Borrower hereby irrevocably and unconditionally assigns, transfers and sets over by 
way of a fixed and specific assignment (without recourse) and grants to the Lender as a 
continuing Security Interest in and to the Tax Credit Proceeds and additionally grants to and in 
favour of the Lender absolutely all of the Borrower’s right, title and interest in and to all credits, 
refunds, proceeds and/or accrued interest payable thereon together with all other monies that may 
become due and payable in respect of all past, present and future OIDMTC claims of the 
Borrower and the full benefit of all powers, covenants and provisos to which the Borrower is 
entitled under the OIDMTC claims until all obligations under the Loan Agreement have been 
repaid in full. 
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2.2 Attorney of Borrower 

(a) During the term of this Agreement, the Borrower hereby irrevocably and 
unconditionally appoints the Lender as its lawful attorney and expressly authorizes the Lender to 
exercise any of the rights, entitlements, privileges, powers, benefits, advantages, authorities and 
discretions which could otherwise be exercised by the Borrower with respect to the Tax Credit 
Proceeds.   

(b) The Lender may collect and otherwise realize upon (including converting same 
into cash for the sole and exclusive benefit and use of the Lender) any credits, refunds, proceeds, 
accrued interest or other monies that may become due and payable in respect of the OIDMTC 
claims, and the Lender may appropriate such proceeds thereof in its absolute discretion on 
account of such parts of the Loan or the Note as may seem best to the Lender; and the Lender 
before appropriating the same as aforesaid may deduct all reasonable costs, charges and expenses 
of realization including all legal costs on account of obtaining a solicitor.  

(c) The Lender is authorized to receive, sign, execute, deliver and file with the Tax 
Authorities all documents reasonably necessary or required to obtain payment of any amounts 
payable to the Borrower in respect of the Tax Credit Proceeds including, without limitation, the 
Borrower’s Tax Returns (as hereinafter defined), if such documents are not filed by the Borrower 
in a timely manner as determined by the Lender, acting reasonably. 
 
 (d) The Lender is authorized to communicate with the Tax Authorities regarding any 
and all matters pertaining to the Borrower, its principals, affiliates or subsidiaries and the 
Products and to obtain from the Tax Authorities any information including, without limitation, 
any personal or confidential information relating to the Borrower, its principal, affiliates and 
subsidiaries and the Products. 
 

(e) The Borrower authorizes each Tax Authority to release information, without 
limitation, any personal and/or confidential information relating to the Borrower, its principals, 
affiliates and subsidiaries and the Products, that the Borrower’s attorney may request pursuant to 
this power of attorney. 
 

(f) The Borrower hereby agrees and directs that the Lender shall be fully and 
completely indemnified against all claims, actions and costs which may be incurred by or 
imposed on the Lender in connection with the exercise of this power of attorney undertaken by it 
in good faith. 
 

(g)  This power of attorney shall continue in force until written notice of revocation 
signed by the Borrower has been served upon the Lender, which revocation shall not be valid 
until the Lender gives written notice to the Borrower that all obligations of the Borrower under 
the Loan Agreement and the Note have been satisfied in full. 

2.3 Payments to the Borrower 
 
 During the term of this Agreement, if any Tax Credit Proceeds are received or held by the 
Borrower, the Borrower hereby agrees to forthwith remit such Tax Credit Proceeds in full to the 
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Lender without set-off, deduction or counterclaim and, pending such delivery and/or remittance 
by the Borrower, all such Tax Credit Proceeds shall be received and held in trust by the 
Borrower for the sole and exclusive benefit of the Lender. Any such Tax Credit Proceeds 
received from time to time by the Borrower shall at all times remain in a segregated account and 
shall not be co-mingled with the Borrower’s own funds.  
 

ARTICLE 3 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

3.1 Representations & Warranties 
 
 The Borrower hereby represents and warrants to the Lender, and acknowledges that the 
Lender is relying on such representations and warranties in entering into this Agreement and the 
Loan Agreement that: 
 

(a) there is no existing arrears in taxes or source deductions, right of set-off, off-set, 
counterclaim, claim or compensation of any kind enuring to the Tax Authorities or 
any other government agency, with respect to the Borrower which would have the 
effect of reducing any part of the Tax Credit Proceeds as applied for by the 
Borrower; 

 
(b) the Borrower has all necessary power and authority, and has taken all steps 

necessary to enter into this Agreement and upon its execution, it will constitute a 
legal, valid and binding obligation of the Borrower enforceable in accordance with 
its terms; 

 
(c) the Borrower is a duly incorporated, organized and subsisting corporation, and has 

all requisite powers, capacities, licenses, permissions and has taken all requisite 
steps under its governing legislation and the other laws applicable to it, and under 
its articles of incorporation, by-laws and governing resolutions to: 

 
(i) own the assets which the Borrower has represented as belonging to the 

Borrower in any financial statement or representation made by the 
Borrower to the Lender; and 

 
(ii) carry on all business in which the Borrower is engaged. 

 
(d) the Borrower has not previously assigned any amount of the Tax Credit Proceeds 

(either absolutely or by way of security) other than to its operating lender in respect 
of its operating credit facilities and which operating lender has entered into a 
subordination agreement and letter agreement with the Lender or directed payment 
of the Tax Credit Proceeds to any other person; 

 
(e) to the best of the Borrower’s knowledge, the Products developed or created by the 

Borrower, do not violate or infringe upon any copyright, trademark, trade name, 
patent, artistic, literary, dramatic, music, personal, civil or property rights, or the 
rights of privacy of any person, firm or corporation, or constitute a libel or slander 
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of any such person, firm or corporation; 
 

(f) to the best of the Borrower’s knowledge, there are no claims, liens or 
encumbrances in, on or against the Products developed or created by the 
Borrower or any part thereof which can or will impair the Lender’s rights 
hereunder; 

 
(g) the Borrower has not entered into any agreement which derogates from or 

infringes upon the rights granted to the Lender hereunder or under the Loan 
Agreement or the Note; 

 
(h) the Borrower has not made any omission or incorrect statement for the purposes 

of obtaining the Tax Credit Proceeds; 
 
(i) the Borrower has not assigned, granted or conveyed to any other entity any rights 

with respect to the financing, creation or development of the Products which 
would conflict with the terms of this Agreement, the Loan Agreement or the Note; 

 
(j) there are no potential preferred claims affecting the Borrower and the Borrower 

has paid all “employee source deductions” that the Borrower is required to make, 
including, without limitation, such deductions required by: (i) Federal Income 
Tax, (ii) Canada Pension Plan and (iii) Employment Insurance. For purposes of 
this Agreement “potential preferred claims” means amounts owing for wages, 
employee deductions, sales tax, excise tax, income tax, Workers’ Compensation 
premiums, government royalties, pension fund obligations, overdue rents or taxes, 
purchase monies, security interests and other statutory preferred claims; 

 
(k) the Products are “interactive digital media products” and satisfy all eligibility 

requirements for the Tax Credit Proceeds as set out in Section 34 of the 
Regulations, including without limitation: 

 
 (i) a combination of one or more application files and one or more data files, 

all in a digital format, that are integrated and are intended to be operated 
together and that have the following characteristics when they are being 
operated: 

 
A. their primary purpose is to educate, inform or entertain the 

user; 
   

B. they achieve their primary purpose by presenting 
information in at least two of the following forms:  

 
    (aa) text; 
 
    (bb) sound; and 
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    (cc) images; 
 
  C. they are intended to be used by individuals; and 
 

 D. by interacting with them, the user can choose what 
information is to be presented and the form and sequence in 
which it is to be presented; 

 
(l) the Borrower is a “qualifying corporation” and satisfies all eligibility 

requirements for the Tax Credit Proceeds as set out in Section 93 of the Taxation 

Act, including without limitation: 
 
 (i) is a Canadian corporation that satisfies one of the conditions set out in 

subsection 16 of Section 93; 
  
 (ii) is not controlled directly or indirectly in any manner by one or more 

corporations all or part of whose taxable income is exempt from tax under 
Section 57 of the Act or Part III of the Taxation Act; and 

 
 (iii) is not a prescribed labour-sponsored venture capital corporation under the 

Federal regulations; 
 
(m) the OIDMTC labour expenditures of the Borrower are “Ontario labour 

expenditures” and satisfy all eligibility requirements for the Tax Credit Proceeds 
as set out in Section 35 of the Regulations and for the purposes of Section 93 of 
the Taxation Act, including without limitation: 

 
 (i) a qualifying corporation’s Ontario labour expenditure for a taxation year is 

calculated as the sum of: 
 

A. the Ontario labour expenditure incurred by the qualifying 
corporation in  the taxation year for the eligible product; and  

 
B. if the development of the eligible product is completed before 

March 26, 2008, the amount by which the total Ontario labour 
expenditure incurred by the qualifying corporation in a prior 
taxation year for the eligible product, to the extent that it is 
incurred in the 25-month period ending at the end of the month in 
which the eligible product is completed; or  

 
C. if the development of the eligible product is completed after March 

25, 2008, the amount by which the total Ontario labour expenditure 
incurred by the qualifying corporation in a prior taxation year for 
the eligible product, to the extent that it is incurred in the 37-month 
period ending at the end of the month in which the eligible product 
is completed; less 
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D. the total government assistance in respect of the Ontario labour 

expenditure for the eligible product, that the qualifying corporation 
or any other person or partnership has received, is entitled to 
receive or can reasonably be expected to receive, to the extent the 
government assistance has not been repaid pursuant to a legal 
obligation; and  

 
E. the total of all amounts, if any, each of which is the Ontario labour 

expenditure for the eligible product that was included in the 
determination of the amount of a credit claimed under Section 93.2 
for the year by the qualifying corporation or for a previous taxation 
year by the qualifying corporation or by a qualifying predecessor 
corporation;  

 
(n) the OIDMTC marketing and distribution expenditures of the Borrower are 

“eligible marketing and distribution expenditures” and satisfy all eligibility 
requirements for the Tax Credit Proceeds as set out in Sections 93(6) and 93(7) of 
the Taxation Act, including without limitation: 

 
(i)  the eligible marketing and distribution expenditure of a qualifying 

corporation for an eligible product is the lesser of $100,000; and 
 

A. the total marketing and distribution expenditure in respect of the 
eligible product incurred by the qualifying corporation in the 24 
months before or in the 12 months after the completion of the 
product; less 

 
B. all government assistance for the marketing and distribution 

expenditures for the eligible product; 
 

(ii) the expenditure is directly attributable to advertising or promoting the 
eligible product or distributing the eligible product to customers or 
potential customers;  

 
(iii) the expenditure is paid no later than 60 days after the end of the taxation 

year; 
 
  (iv) the expenditure is not an amount:  

 
A.  for which the qualifying corporation makes a claim under Section 

90, 91 or 92 of the  Taxation Act or Section 43.5,43.8,or 43.10 of 
the Act; or  

 
B.  incurred by the corporation in carrying out activities that constitute 

scientific research and experimental development for the purposes 

137



8 
 

of paragraph 37(1)(a) of the Income Tax Act (Canada) or 
subparagraph 37(1)(b)(i) of the Income Tax Act (Canada);  

 
(v) if the qualifying corporation sells the eligible product directly to a 

consumer of the eligible product, the expenditure is not directly related to 
processing an order by a consumer or shipping an eligible product to a 
consumer; and 

 
(vi) if the expenditure relates to an amount paid or payable for meals or 

entertainment, only 50 per cent of the amount is included in the marketing 
and distribution expenditure incurred by a qualifying corporation in a 
taxation year; and 

 
(o)  the fiscal year-end of the Borrower is December 31. 

 
3.2 Survival of Representations and Warranties 
 
 The representations and warranties made by the Borrower contained in this Agreement or 
made in connection herewith shall survive the execution, suspension or termination of this 
Agreement. 
 
3.3 Positive Covenants of the Borrower 
 

As and from the date hereof, the Borrower hereby agrees and covenants that it shall, until 
such time as the obligations of the Borrower under the Loan Agreement have been repaid in full: 
 

(a) do or cause to be done all things necessary to preserve and maintain in full force 
and effect its corporate existence and to carry on and conduct its business in a 
proper and businesslike manner; 

 
(b) to take all necessary steps: 

 
(i) to qualify the Products as “interactive digital media products” and for the 

Tax Credit Proceeds; 
 
(ii) to maintain the Borrower’s status as an “qualifying corporation”; and 

 
(iii) to maintain the use of “Ontario labour expenditures” and “eligible marketing 

and distribution expenditures”; 
 

(c) to take all necessary steps to perform, observe and permit the exercise and 
enforcement of the rights of the Lender pursuant to this Agreement, the Loan 
Agreement, the Note, or any agreement, instrument or document executed by the 
Borrower in connection herewith; 

 
(d) the Borrower agrees to execute, acknowledge and deliver all such further 
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documents and instruments as may be necessary or requested by the Lender, 
including without limitation any security documents securing the Lender’s rights 
hereunder and such other documents as may be requested by the Lender, necessary 
or expedient to give effect to the purposes and intent of this Agreement; 

 
(e) notify the Lender promptly in writing of any breach or of non-compliance with any 

term, condition or covenant contained in this Agreement, the Loan Agreement, the 
Note, or any other instrument, document or agreement executed in connection 
herewith; 

 
(f) promptly cure or cause to be cured, any defects in the execution and delivery of 

this Agreement or any of the other agreements, instruments or documents executed 
pursuant hereto or any defects in the validity or enforceability of the Agreement, 
the Loan Agreement, the Note, or any other instrument or agreement in connection 
herewith, and at its own expense, execute and deliver or cause to be executed or 
delivered, all such agreements, instruments and other documents as the Lender may 
reasonably require; 

 
(g) comply with and conform to in all material respects the requirements of every 

applicable statute, law, regulation, ordinance and order in force at any time or from 
time to time with respect to the Products; 

 
(h) Application for Tax Credit Proceeds: 

 
(i) complete and submit to the OMDC, in a timely manner, the application (the 

“Application”) for a Certificate of Eligibility at the Borrower’s fiscal-year 
end (the “Certificate”); 

 
(ii) provide the Lender with confirmation, when available, of the receipt by the 

OMDC of the Application; 
 

(iii) provide the Lender with confirmation, when available, of the OMDC’s 
acceptance of the Application; 

 
(iv) provide the Lender with a copy of the Certificate issued by the OMDC in 

respect of the Products, and, to the extent the OMDC denies the Certificate, 
advise the Lender forthwith; 

 
(v) co-operate in all respects with requests made by the Tax Authorities for 

documents or other information relating to the Products or the Tax Credit 
Proceeds; 

 
(vi) produce the Products in accordance with the Act, the Taxation Act,  and the 

Regulations, including, without limitation, the any guidelines issued and 
enforced by the OMDC at the time that the Application is reviewed; and 
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(vii) simultaneously with the execution of this Agreement, execute and deliver a 
direction to the CRA to make all payments in connection with the Tax 
Credit Proceeds to the Lender; 

 
(i) Income Tax Returns: 

 
(i) prepare and file the Borrower’s income tax returns (T2) along with Schedule 

T2SCH560 and the Certificate on a timely basis in respect of any taxation 
year for which the Tax Credit Proceeds may be claimed (the “Tax 
Returns”); 

 
(ii) claim the maximum permitted amount of the Tax Credit Proceeds in the Tax 

Returns; 
 

(iii) provide the Lender with copies of all Tax Returns and related filings with 
the CRA or other applicable fiscal authorities as well as copies of all Notices 
of Assessments, Notices of Reassessments, all similar documents and all 
related correspondence issued by the Tax Authorities in relation to the Tax 
Returns and the Tax Credit Proceeds; 

 
(iv) not amend the Tax Returns or related filings without the written consent of 

the Lender; 
 

(v) in respect of the Tax Credit Proceeds, provide the Lender with a duly 
executed CRA Form RC 366 Direct Deposit Request Form for Corporations 
(the “PD Form”) such that the full amount of the Tax Credit Proceeds shall 
be deposited into the segregated bank account in the name of the Borrower 
(the "Designated Account") and the Borrower covenants and agrees neither 
to execute and submit a new PD Form nor to contact the CRA to cancel the 
PD Form; 

 
(vi) provide such documentation as may reasonably be required by the Lender to 

facilitate the assignment to the Lender of the refund generated by the claim 
for the Tax Credit Proceeds, including without limitation, providing the 
CRA or OMDC with the mailing address of the Lender for the purposes of 
the refund cheque, including, but not limited to: 

 
A. the direction to the CRA to make payments relating to the Tax Credit 

Proceeds directly to the Lender, provided the Tax Credit Proceeds are 
not deposited in accordance with the PD Form and any other 
documentation as may be required by the Lender to facilitate the 
assignment to the Lender of the refund generated by the claim for the 
Tax Credit Proceeds (the “Tax Refund”), including, without 
limitation, providing the CRA with the address of the Lender for the 
purposes of the Tax Refund; and 
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B. any other prescribed documentation in respect to the Products, 
including all distribution and license agreements; 

 
(j) Income Tax Refunds: 

 
(i) to conduct business in such a manner so as not to adversely affect the right 

to obtain the Tax Refund; 
 

(ii) to hold in trust in favour of the Lender and in a segregated account any 
portion of the Tax Refund paid by the CRA or other fiscal authority to the 
Borrower, and to pay over as soon as practicable to the Lender or as it may 
otherwise direct the full amount of such refund. Until such time as such 
amounts are provided to the Lender, they shall not be co-mingled with the 
funds of the Borrower; and 

 
(k) notify the Lender forthwith if the Borrower anticipates or has received notice 

from any Tax Authority that the “Ontario labour expenditures” or the “eligible 
marketing and distribution expenditures” (as such terms are defined in the 
Taxation Act and the Regulations) in connection with the Products will be less 
than the estimates reflected in the federal tax credit estimate. 

 
3.4 Negative Covenants of the Borrower 
 
 As and from the date hereof, until such time as the obligations of the Borrower under the 
Loan Agreement have been repaid in full, the Borrower hereby covenants and agrees that it shall 
not do any of the following, without the prior written consent of the Lender: 
 

(a) No Assignment: Other than to its operating lender in respect of its operating credit 
facilities and which operating lender has entered into a subordination agreement 
and letter agreement with the Lender, sell, transfer or assign any of its rights or 
obligations hereunder, nor may it sell, transfer, assign or otherwise dispose of any 
part of its right, title and interest in the Products other than the customary activities 
of the distribution and exploitation of the Products in accordance with standards 
and practices of the industry without the prior written consent of the Lender. 

 
(b) Conflicting Agreements: Enter into any agreement with respect to the matters 

described herein which would impair with or interfere with the rights held by 
Lender pursuant to this Agreement, the Loan Agreement or the Note. 

 
(c) Qualification: Take any action which would in any manner negatively affect or 

impact on the ability of the Products to qualify as an “interactive digital media 
product” or the Borrower’s entitlement to the Tax Credit Proceeds. 

 
(d) Charge on Products: Create, assume, enter into or permit to subsist, directly or 

indirectly, any charge on the Borrowers’ interest in the Products, which will rank in 
priority to the Lender’s interest in the Products except as otherwise agreed by the 
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Borrower and the Lender. 
 

(e) Fiscal Year-End: Change the fiscal year-end of the Borrower. 
 

ARTICLE 4 – GENERAL PROVISIONS 
 

4.1 Enurement 
 
 This Agreement shall be binding upon and enure to the benefit of the parties hereto and 
their respective successors, representatives and permitted assigns. 
 
4.2 Amendments 
 
 This Agreement cannot be modified, amended or supplemented except by a written 
instrument executed by each of the parties hereto. The recitals and schedules hereto are deemed 
to be an integral part of this Agreement and are incorporated herein by this reference. 
 
4.3 Notice 
 
 All notice required to be given, or which may be given hereunder, shall be in writing, and 
shall be sent by courier delivery, telecopy or certified mail addressed to the addresses of such 
party set forth on the first page of this Agreement. Delivery shall be deemed made three business 
days after prepaid deposit, in the mail, or one business day if by courier. Notices may also be 
given by either party hereto by telecopy and shall be deemed to have been delivered at the first 
business day after the date of transmission of such telecopy. 
 
4.4 Assignment 
 
 The Borrower may not assign its rights and obligations hereunder and any interest herein 
without the prior written consent of the Lender. The Lender shall have the right to assign its 
rights and obligations hereunder. 
 
4.5 Headings 
 
 The division of this Agreement into articles, sections, clauses and paragraphs and the 
insertion of headings are for convenience of reference only and shall not affect the meaning and 
interpretation of this Agreement. 
 
4.6 Time of the Essence 
 
 Time shall be of the essence with respect to the performance by the Borrower of its 
obligations under this Agreement. 
 
4.7 Conflicting Agreements 
 
 The Borrower shall not enter into any agreement with respect to the matters described 
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herein that would impair, conflict with or interfere with the rights held by the Lender. 
 
4.8 Enforceability 
 
 If any one or more of the provisions of this Agreement shall be invalid, illegal or 
unenforceable in any jurisdiction, the validity, legality and enforceability of such provision(s) in 
any other jurisdiction and the validity, legality and enforceability of any other provision hereof 
shall not in any way be affected or impaired. 
 
4.9 Severability 
 
 In the event that in any legal proceedings before a competent tribunal, board or 
commission in any jurisdiction, it is determined that any paragraph or any part of this Agreement 
is invalid or unenforceable with respect to any particular transaction or situation, such paragraph 
or part of this Agreement shall be deemed to be severed from the remainder of this Agreement 
for the purposes only of the particular legal proceedings in question, and this Agreement shall, in 
every other aspect, remain in full force and effect. 
 
4.10 Waiver 
 
 No waiver of any term, provision or condition of this Agreement whether express or 
implied, whether by conduct or otherwise, in any one or more incidences, shall be valid unless 
the same shall be in writing and any valid written notice shall not be construed as a further or 
continuing waiver upon its expressed terms. 
 
4.11 Governing Law 
 
 This Agreement shall be governed by and construed in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein, and each party hereby 
irrevocably attorns to the jurisdiction of the courts of the Province of Ontario. 
 
4.12 Counterparts and Execution by Facsimile 
 
 This Agreement may be executed in separate counterparts by the parties and each 
counterpart shall when executed and delivered be an original document, but all counterparts shall 
together constitute one and the same instrument. Executed copies of the signature pages of this 
Agreement sent by facsimile or transmitted electronically in either Tagged Image Format Files 
(TIFF) or Portable Document Format (PDF) shall be treated as originals, fully binding and with 
full legal force and effect, and the Parties waive any rights they may have to object to such 
treatment, provided that this treatment shall be without prejudice to the obligation of the Parties 
to exchange original signatures as quickly as practicable after execution of this Agreement, but 
failure to do so shall not affect the validity, enforceability or binding affect of this Agreement. 
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CHOU ASSOCIATES MANAGEMENT INC. 
110 Sheppard Avenue East, Suite 301, Box 18 

Toronto, Ontario M2N 6Y8  

 

 

February 2, 2015 

Royal Bank of Canada  
90 Sparks Street 
Ottawa, Ontario 
K1P 5T6 

Attention; Jonathon Sullivan, Senior Account Manager 
 
Dear Sirs: 
 
Subordination Agreement dated February 3rd 2015 (the “Agreement”) among Royal Bank of 
Canada (the “Bank”), Chou Associates Management Inc. (the “Lender”) and Fuel Industries Inc. 
(the “Borrower”) 
 
Background 
 
We are writing with respect to the Agreement to confirm our agreement concerning the rights 
and obligations of the parties with respect to Ontario tax credits payable to the Borrower and the 
priorities and subordination of the security granted by the Borrower to the Bank and the Lender. 
 
All defined terms used in this letter shall, unless otherwise defined herein,  have the same 
meaning attributed to such terms in the Agreement. 
 
The Bank and the Lender agree that notwithstanding the provisions of the Agreement, the 
provisions of this letter shall apply with respect to the rights and obligations of the Bank and the 
Lender with respect to the Bank Security and Bank Debt and the Lender Security and 
Subordinated Debt. 

Priorities 

As between the Bank and the Lender, the security granted under the Lender Security and the 
Bank Security (and the respective rights and remedies thereunder) shall rank as follows: 

(a) The Bank Security shall rank in first priority in an amount equal to the Bank Debt with 
respect to all of the property, assets and undertaking of the Borrower other than the Tax 
Credits (as defined below) (the “Other Assets”). 
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(b) The Lender Security shall rank in first priority in an amount equal to the Subordinated 
Debt with respect to any and all Ontario Interactive Digital Media Tax Credits now or 
hereafter owing to the Borrower and any proceeds derived therefrom (the “Tax 
Credits”).  

(c) The Bank Security shall rank in second priority in an amount equal to the Bank Debt with 
respect to the Tax Credits. 

(d) The Lender Security shall rank in second priority in an amount equal to the Subordinated 
Debt with respect to the Other Assets. 

Subordination and Postponement 

Each of the Bank and the Lender hereby subordinates its respective security and indebtedness to 
and in favour of the security and indebtedness of the other to the extent necessary to give effect 
to the priorities set forth above. 

Payments by the Borrower 

From and after an Event of Default, no payment of principal or interest shall be made by the 
Borrower in respect of the Bank Debt or the Subordinated Debt unless paid to the Bank and the 
Lender in accordance with the priorities set out above. 

Amounts Held in Trust 

(a)  Except as provided in clause (b) below, after an Event of Default, all payments or 
amounts received by the Bank or the Lender from or in connection with the Borrower (including 
from any third party on account of or otherwise for the benefit of the Borrower) will be dealt 
with in such a way as to give effect to the provisions of this letter. Any payments or amounts 
received by the Bank or the Lender from the Borrower (including any amount received in respect 
of any claim, proof of claim or other instrument of similar character filed in respect of the 
Borrower) that are not in accordance with the provisions of this Agreement are deemed to be 
received in trust for the appropriate party and will be paid over to such party.  

(b) All Tax Credits received by the Borrower or the Lender, before or after an Event of 
Default, shall be deposited into a segregated bank account maintained at the Bank in the name of 
the Borrower in trust in favour of the Lender, shall remain identifiable and traceable and not be 
co-mingled with the other funds of the Borrower and shall be paid immediately to the Lender 
until the Subordinated Debt has been paid in full. 

Conflict 

If there is any conflict between the terms of this letter and the Agreement, the terms of this letter 
shall govern. Except as otherwise provided herein, the terms of the Agreement remain in full 
force and effect unamended. 
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Would you please confirm your agreement with the foregoing by signing and returning a copy of 
this letter. 

 

Yours Truly,  

Chou Associates Management Inc. 

Per:_________________________ 
Francis Chou  
Director 

Agreed this  day of February, 2015. 

 
Royal Bank of Canada  
 
Per:_____________________________ 
Jonathon Sullivan 
Senior Account Manager 
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SPECIFIC ASSIGNMENT AGREEMENT 

AGREEMENT dated as of June 22 nd, 2016 (the "Agreement") 

BETWEEN: 

FUEL INDUSTRIES INC., 

(hereinafter called "Fuel Industries") 

OF THE FIRST PART 

- and - 

CHOU ASSOCIATES MANAGEMENT INC., 

(hereinafter called the "Lender") 

OF THE SECOND PART 

WHEREAS the Lender and Fuel Industries are party to a loan agreement dated February 9, 2015 
(the "Loan Agreement") pursuant to which the Lender extended to Fuel Industries a non-
revolving, reducing credit facility in the principal amount of $7,500,000 ("Facility Maximum 
Amount"); 

AND WHEREAS the Lender and Fuel Technologies Inc. (the "Borrower") are party to an 
Interim Loan Agreement dated June 22, 2016 (the "Interim Loan Agreement") pursuant to 
which the Lender extended to the Borrower an additional non-revolving, reducing credit facility 
in the principal amount of $1,100,000 as evidenced by a grid promissory note (the "Note") dated 
June 22, 2016 issued by the Borrower in favour of the Lender and pursuant to the terms and 
conditions of the Interim Loan Agreement; 

AND WHEREAS Fuel Industries is, and may hereafter become, entitled to receive refundable 
tax credits (the "Tax Credit Proceeds") for eligible Ontario labour, marketing and distribution 
expenditures relating to the development of interactive digital media products (the "Products") 
to be received from the Ontario Interactive Digital Media Tax Credit ("OIDMTC") jointly 
administered by the Ontario Media Development Corporation ("OMDC") and the Canada 
Revenue Agency ("CRA"); 

AND WHEREAS Fuel Industries has agreed to assign, transfer and convey, in favour of the 
Lender, the Tax Credit Proceeds as security of repayment of the Note, together with any accrued 
and unpaid interest thereon in accordance with the provisions of the Interim Loan Agreement; 

NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 
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ARTICLE 1 - DEFINITIONS 
1.1 	Definitions 

Any capitalized term not defined in this Agreement shall have the meaning ascribed 
thereto in the Interim Loan Agreement or the Note, as applicable. In this Agreement: 

"Act" means the Corporations Tax Act (Ontario). 

"Agreement" means this Specific Assignment Agreement, including all amendments or 
restatements, and references to "Article" or "Section" means the specified Article or Section of 
this Agreement. 

"Ministry" means the Ontario Ministry of Finance. 

"Regulations" means Ontario Regulation 37/09 made under the Taxation Act. 

"Security Interest" means any mortgage, charge, pledge, hypothecation, lien (statutory or 
otherwise), assignment, finance lease, title retention agreement or arrangement, security interest 
or other encumbrance or adverse claim of any nature, or any other security agreement or 
arrangement creating in favour of any lender a right in respect of a particular property. 

"Taxation Act" means the Taxation Act, 2007 (Ontario). 

"Tax Authorities" means, collectively, the CRA, the OMDC and the Ministry, and "Tax 
Authority" mean any one of them. 

"Tax Refund" means the refund generated by Fuel Industries' claim for the Tax Credit 
Proceeds. 

ARTICLE 2 — ASSIGNMENT AND APPOINTMENT OF ATTORNEY 

2.1 Assignment 

Fuel Industries hereby irrevocably and unconditionally assigns, transfers and sets over by 
way of a fixed and specific assignment (without recourse) and grants to the Lender as a 
continuing Security Interest in and to the Tax Credit Proceeds and additionally grants to and in 
favour of the Lender absolutely all of Fuel Industries' right, title and interest in and to all credits, 
refunds, proceeds and/or accrued interest payable thereon together with all other monies that may 
become due and payable in respect of all past, present and future OIDMTC claims of Fuel 
Industries and the full benefit of all powers, covenants and provisos to which Fuel Industries is 
entitled under the OIDMTC claims until all obligations of the Borrower under the Interim Loan 
Agreement have been repaid in full. 
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2.2 	Attorney of Fuel Industries 

(a) During the term of this Agreement, Fuel Industries hereby irrevocably and 
unconditionally appoints the Lender as its lawful attorney and expressly authorizes the Lender to 
exercise any of the rights, entitlements, privileges, powers, benefits, advantages, authorities and 
discretions which could otherwise be exercised by Fuel Industries with respect to the Tax Credit 
Proceeds. 

(b) The Lender may collect and otherwise realize upon (including converting same 
into cash for the sole and exclusive benefit and use of the Lender) any credits, refunds, proceeds, 
accrued interest or other monies that may become due and payable in respect of the OIDMTC 
claims, and the Lender may appropriate such proceeds thereof in its absolute discretion on 
account of such parts of the Obligations or the Note as may seem best to the Lender; and the 
Lender before appropriating the same as aforesaid may deduct all reasonable costs, charges and 
expenses of realization including all legal costs on account of obtaining a solicitor. 

(c) The Lender is authorized to receive, sign, execute, deliver and file with the Tax 
Authorities all documents reasonably necessary or required to obtain payment of any amounts 
payable to Fuel Industries in respect of the Tax Credit Proceeds including, without limitation, 
Fuel Industries' Tax Returns (as hereinafter defined), if such documents are not filed by Fuel 
Industries in a timely manner as determined by the Lender, acting reasonably. 

(d) The Lender is authorized to communicate with the Tax Authorities regarding any 
and all matters pertaining to Fuel Industries, its principals, affiliates or subsidiaries and the 
Products and to obtain from the Tax Authorities any information including, without limitation, 
any personal or confidential information relating to Fuel Industries, its principal, affiliates and 
subsidiaries and the Products. 

(e) Fuel Industries authorizes each Tax Authority to release information, without 
limitation, any personal and/or confidential information relating to Fuel Industries, its principals, 
affiliates and subsidiaries and the Products that Fuel Industries' attorney may request pursuant to 
this power of attorney. 

(0 	Fuel Industries hereby agrees and directs that the Lender shall be fully and 
completely indemnified against all claims, actions and costs which may be incurred by or 
imposed on the Lender in connection with the exercise of this power of attorney undertaken by it 
in good faith. 

(g) 	This power of attorney shall continue in force until written notice of revocation 
signed by Fuel Industries has been served upon the Lender, which revocation shall not be valid 
until the Lender gives written notice to Fuel Industries that all obligations of the Borrower under 
the Interim Loan Agreement and the Note have been satisfied in full. 
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2.3 	Creation of Segregated Bank Account 

During the term of this Agreement and so long as the Obligations of Fuel Industries and 
the Borrower are outstanding to the Lender, Fuel Industries shall establish a segregated bank 
account maintained at the Royal Bank of Canada in the name of Fuel Industries in trust for the 
Lender (the "Designated Account"). Any Tax Credit Proceeds received by Fuel Industries shall 
remain identifiable and traceable, shall not be co-mingled with the other funds of Fuel Industries 
and shall be paid immediately to the Lender until all Obligations of Fuel Industries and the 
Borrower under the Loan Agreement and the Interim Loan Agreement have been paid in full. 
Until the Obligations of Fuel Industries to the Lender are paid in full, one or more nominees of 
the Lender shall have the sole signing authority on the Designated Account. 

	

2.4 	Payments to Fuel Industries 

During the term of this Agreement, if any Tax Credit Proceeds are received or held by 
Fuel Industries, Fuel Industries hereby agrees to forthwith remit such Tax Credit Proceeds in full 
to the Lender without set-off, deduction or counterclaim and, pending such delivery and/or 
remittance by Fuel Industries, all such Tax Credit Proceeds shall be received and held in trust by 
Fuel Industries for the sole and exclusive benefit of the Lender. Any such Tax Credit Proceeds 
received in the Designated Account from time to time by Fuel Industries shall be upon notice 
from the Lender, be immediately deposited and transferred directly to the bank account of the 
Lender by irrevocable direction by Fuel Industries. 

ARTICLE 3 — REPRESENTATIONS, WARRANTIES AND COVENANTS 

3.1 Representations & Warranties 

Fuel Industries hereby represents and warrants to the Lender, and acknowledges that the 
Lender is relying on such representations and warranties in entering into this Agreement and the 
Interim Loan Agreement that: 

(a) there is no existing arrears in taxes or source deductions, right of set-off, off-set, 
counterclaim, claim or compensation of any kind enuring to the Tax Authorities or 
any other government agency, with respect to Fuel Industries which would have 
the effect of reducing any part of the Tax Credit Proceeds as applied for by Fuel 
Industries; 

(b) Fuel Industries has all necessary power and authority, and has taken all steps 
necessary to enter into this Agreement and upon its execution, it will constitute a 
legal, valid and binding obligation of Fuel Industries enforceable in accordance 
with its terms; 

(c) Fuel Industries is a duly incorporated, organized and subsisting corporation, and 
has all requisite powers, capacities, licenses, permissions and has taken all requisite 
steps under its governing legislation and the other laws applicable to it, and under 
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its articles of incorporation, by-laws and governing resolutions to: 

(i) own the assets which Fuel Industries has represented as belonging to Fuel 
Industries in any financial statement or representation made by Fuel 
Industries to the Lender; and 

(ii) carry on all business in which Fuel Industries is engaged. 

(d) Fuel Industries has not previously assigned any amount of the Tax Credit Proceeds 
(either absolutely or by way of security) other than to its operating lender in respect 
of its operating credit facilities and which operating lender has entered into a 
subordination agreement and letter agreement with the Lender or directed payment 
of the Tax Credit Proceeds to any other person; 

(e) to the best of Fuel Industries' knowledge, the Products developed or created by 
Fuel Industries, do not violate or infringe upon any copyright, trademark, trade 
name, patent, artistic, literary, dramatic, music, personal, civil or property rights, or 
the rights of privacy of any person, firm or corporation, or constitute a libel or 
slander of any such person, firm or corporation; 

(f) to the best of Fuel Industries' knowledge, there are no claims, liens or 
encumbrances in, on or against the Products developed or created by Fuel 
Industries or any part thereof which can or will impair the Lender's rights 
hereunder; 

(g) Fuel Industries has not entered into any agreement which derogates from or 
infringes upon the rights granted to the Lender hereunder or under the Interim 
Loan Agreement or the Note; 

(h) Fuel Industries has not made any omission or incorrect statement for the purposes 
of obtaining the Tax Credit Proceeds; 

(i) Fuel Industries has not assigned, granted or conveyed to any other entity any 
rights with respect to the financing, creation or development of the Products 
which would conflict with the terms of this Agreement, the Interim Loan 
Agreement or the Note; 

(j) there are no potential preferred claims affecting Fuel Industries and Fuel 
Industries has paid all "employee source deductions" that Fuel Industries is 
required to make, including, without limitation, such deductions required by: (i) 
Federal Income Tax, (ii) Canada Pension Plan and (iii) Employment Insurance. 
For purposes of this Agreement "potential preferred claims" means amounts 
owing for wages, employee deductions, sales tax, excise tax, income tax, 
Workers' Compensation premiums, government royalties, pension fund 
obligations, overdue rents or taxes, purchase monies, security interests and other 
statutory preferred claims; 
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(k) 	the Products are "interactive digital media products" and satisfy all eligibility 
requirements for the Tax Credit Proceeds as set out in Section 34 of the 
Regulations, including without limitation: 

(i) 	a combination of one or more application files and one or more data files, 
all in a digital format, that are integrated and are intended to be operated 
together and that have the following characteristics when they are being 
operated: 

A. their primary purpose is to educate, inform or entertain the 
user; 

B. they achieve their primary purpose by presenting 
information in at least two of the following forms: 

(aa) 	text; 

(bb) sound; and 

(cc) 	images; 

C. they are intended to be used by individuals; and 

D. by interacting with them, the user can choose what 
information is to be presented and the form and sequence in 
which it is to be presented; 

(I) 
	

Fuel Industries is a "qualifying corporation" and satisfies all eligibility 
requirements for the Tax Credit Proceeds as set out in Section 93 of the Taxation 
Act, including without limitation: 

(i) is a Canadian corporation that satisfies one of the conditions set out in 
subsection 16 of Section 93; 

(ii) is not controlled directly or indirectly in any manner by one or more 
corporations all or part of whose taxable income is exempt from tax under 
Section 57 of the Act or Part III of the Taxation Act; and 

(iii) is not a prescribed labour-sponsored venture capital corporation under the 
Federal regulations; 

(m) 
	

the OIDMTC labour expenditures of Fuel Industries are "Ontario labour 
expenditures" and satisfy all eligibility requirements for the Tax Credit Proceeds 
as set out in Section 35 of the Regulations and for the purposes of Section 93 of 
the Taxation Act, including without limitation: 
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(i) a qualifying corporation's Ontario labour expenditure for a taxation year is 
calculated as the sum of 

A. the Ontario labour expenditure incurred by the qualifying 
corporation in the taxation year for the eligible product; and 

B. if the development of the eligible product is completed before 
March 26, 2008, the amount by which the total Ontario labour 
expenditure incurred by the qualifying corporation in a prior 
taxation year for the eligible product, to the extent that it is 
incurred in the 25-month period ending at the end of the month in 
which the eligible product is completed; or 

C. if the development of the eligible product is completed after March 
25, 2008, the amount by which the total Ontario labour expenditure 
incurred by the qualifying corporation in a prior taxation year for 
the eligible product, to the extent that it is incurred in the 37-month 
period ending at the end of the month in which the eligible product 
is completed; less 

D. the total government assistance in respect of the Ontario labour 
expenditure for the eligible product, that the qualifying corporation 
or any other person or partnership has received, is entitled to 
receive or can reasonably be expected to receive, to the extent the 
government assistance has not been repaid pursuant to a legal 
obligation; and 

E. the total of all amounts, if any, each of which is the Ontario labour 
expenditure for the eligible product that was included in the 
determination of the amount of a credit claimed under Section 93.2 
for the year by the qualifying corporation or for a previous taxation 
year by the qualifying corporation or by a qualifying predecessor 
corporation; 

(n) 	the OIDMTC marketing and distribution expenditures of Fuel Industries are 
"eligible marketing and distribution expenditures" and satisfy all eligibility 
requirements for the Tax Credit Proceeds as set out in Sections 93(6) and 93(7) of 
the Taxation Act, including without limitation: 

(i) 
	

the eligible marketing and distribution expenditure of a qualifying 
corporation for an eligible product is the lesser of $100,000; and 

A. 	the total marketing and distribution expenditure in respect of the 
eligible product incurred by the qualifying corporation in the 24 
months before or in the 12 months after the completion of the 
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product; less 

B. 	all government assistance for the marketing and distribution 
expenditures for the eligible product; 

(ii) 	the expenditure is directly attributable to advertising or promoting the 
eligible product or distributing the eligible product to customers or 
potential customers; 

(iii) 	the expenditure is paid no later than 60 days after the end of the taxation 
year; 

(iv) 	the expenditure is not an amount: 

A. for which the qualifying corporation makes a claim under Section 
90, 91 or 92 of the Taxation Act or Section 43.5,43.8,or 43.10 of 
the Act; or 

B. incurred by the corporation in carrying out activities that constitute 
scientific research and experimental development for the purposes 
of paragraph 37(1)(a) of the Income Tax Act (Canada) or 
subparagraph 37(1)(b)(i) of the Income Tax Act (Canada); 

(v) 	if the qualifying corporation sells the eligible product directly to a 
consumer of the eligible product, the expenditure is not directly related to 
processing an order by a consumer or shipping an eligible product to a 
consumer; and 

(vi) 	if the expenditure relates to an amount paid or payable for meals or 
entertainment, only 50 per cent of the amount is included in the marketing 
and distribution expenditure incurred by a qualifying corporation in a 
taxation year; and 

(o) 	the fiscal year-end of Fuel Industries is December 31. 

3.2 Survival of Representations and Warranties 

The representations and warranties made by Fuel Industries contained in this Agreement 
or made in connection herewith shall survive the execution, suspension or termination of this 
Agreement. 

3.3 Positive Covenants of Fuel Industries 

As and from the date hereof, Fuel Industries hereby agrees and covenants that it shall, 
until such time as the obligations of the Borrower under the Interim Loan Agreement have been 
repaid in full: 
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(a) 	do or cause to be done all things necessary to preserve and maintain in full force 
and effect its corporate existence and to carry on and conduct its business in a 
proper and businesslike manner; 

(b) 	to take all necessary steps: 

(i) to qualify the Products as "interactive digital media products" and for the 
Tax Credit Proceeds; 

(ii) to maintain Fuel Industries' status as an "qualifying corporation"; and 

(iii) to maintain the use of "Ontario labour expenditures" and "eligible 
marketing and distribution expenditures"; 

(c) 	to take all necessary steps to perform, observe and permit the exercise and 
enforcement of the rights of the Lender pursuant to this Agreement, the Interim 
Loan Agreement, the Note, or any agreement, instrument or document executed by 
Fuel Industries in connection herewith; 

(d) 	Fuel Industries agrees to execute, acknowledge and deliver all such further 
documents and instruments as may be necessary or requested by the Lender, 
including without limitation any security documents securing the Lender's rights 
hereunder and such other documents as may be requested by the Lender, necessary 
or expedient to give effect to the purposes and intent of this Agreement; 

(e) 	notify the Lender promptly in writing of any breach or of non-compliance with any 
term, condition or covenant contained in this Agreement, the Interim Loan 
Agreement, the Note, or any other instrument, document or agreement executed in 
connection herewith; 

(f) 
	promptly cure or cause to be cured, any defects in the execution and delivery of 

this Agreement or any of the other agreements, instruments or documents executed 
pursuant hereto or any defects in the validity or enforceability of the Agreement, 
the Interim Loan Agreement, the Note, or any other instrument or agreement in 
connection herewith, and at its own expense, execute and deliver or cause to be 
executed or delivered, all such agreements, instruments and other documents as the 
Lender may reasonably require; 

(g) 	comply with and conform to in all material respects the requirements of every 
applicable statute, law, regulation, ordinance and order in force at any time or from 
time to time with respect to the Products; 

(h) 	Application for Tax Credit Proceeds: 

(i) 	complete and submit to the OMDC, in a timely manner, the application (the 
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"Application") for a Certificate of Eligibility at Fuel Industries' fiscal-year 
end (the "Certificate"); 

(ii) provide the Lender with confirmation, when available, of the receipt by the 
OMDC of the Application; 

(iii) provide the Lender with confirmation, when available, of the OMDC's 
acceptance of the Application; 

(iv) provide the Lender with a copy of the Certificate issued by the OMDC in 
respect of the Products, and, to the extent the OMDC denies the Certificate, 
advise the Lender forthwith; 

(v) co-operate in all respects with requests made by the Tax Authorities for 
documents or other information relating to the Products or the Tax Credit 
Proceeds; 

(vi) produce the Products in accordance with the Act, the Taxation Act, and the 
Regulations, including, without limitation, the any guidelines issued and 
enforced by the OMDC at the time that the Application is reviewed; and 

(vii) simultaneously with the execution of this Agreement, execute and deliver a 
direction to the CRA to make all payments in connection with the Tax 
Credit Proceeds to the Lender; 

(i) 	Income Tax Returns: 

(i) prepare and file Fuel Industries' income tax returns (T2) along with 
Schedule T2SCH560 and the Certificate on a timely basis in respect of any 
taxation year for which the Tax Credit Proceeds may be claimed (the "Tax 
Returns"); 

(ii) claim the maximum permitted amount of the Tax Credit Proceeds in the Tax 
Returns; 

(iii) provide the Lender with copies of all Tax Returns and related filings with 
the CRA or other applicable fiscal authorities as well as copies of all Notices 
of Assessments, Notices of Reassessments, all similar documents and all 
related correspondence issued by the Tax Authorities in relation to the Tax 
Returns and the Tax Credit Proceeds; 

(iv) not amend the Tax Returns or related filings without the written consent of 
the Lender; 

(v) in respect of the Tax Credit Proceeds, provide the Lender with a duly 
executed CRA Form RC 366 Direct Deposit Request Form for Corporations 
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(the "PD Form") such that the full amount of the Tax Credit Proceeds shall 
be deposited into the Designated Account and Fuel Industries covenants and 
agrees neither to execute and submit a new PD Form nor to contact the CRA 
to cancel the PD Form; 

(vi) provide such documentation as may reasonably be required by the Lender to 
facilitate the assignment to the Lender of the refund generated by the claim 
for the Tax Credit Proceeds, including without limitation, providing the 
CRA or OMDC with the mailing address of the Lender for the purposes of 
the refund cheque, including, but not limited to: 

A. the direction to the CRA to make payments relating to the Tax Credit 
Proceeds directly to the Lender, provided the Tax Credit Proceeds are 
not deposited in accordance with the PD Form and any other 
documentation as may be required by the Lender to facilitate the 
assignment to the Lender of the refund generated by the claim for the 
Tax Credit Proceeds (the "Tax Refund"), including, without 
limitation, providing the CRA with the address of the Lender for the 
purposes of the Tax Refund; and 

B. any other prescribed documentation in respect to the Products, 
including all distribution and license agreements; 

(j) 	Income Tax Refunds: 

(i) to conduct business in such a manner so as not to adversely affect the right 
to obtain the Tax Refund; 

(ii) to hold in trust in favour of the Lender and in a segregated account any 
portion of the Tax Refund paid by the CRA or other fiscal authority to Fuel 
Industries, and to pay over as soon as practicable to the Lender or as it may 
otherwise direct the full amount of such refund. Until such time as such 
amounts are provided to the Lender, they shall not be co-mingled with the 
funds of Fuel Industries; and 

(k) 	notify the Lender forthwith if Fuel Industries anticipates or has received notice 
from any Tax Authority that the "Ontario labour expenditures" or the "eligible 
marketing and distribution expenditures" (as such terms are defined in the 
Taxation Act and the Regulations) in connection with the Products will be less 
than the estimates reflected in the federal tax credit estimate. 

3.4 Negative Covenants of Fuel Industries 

As and from the date hereof, until such time as the obligations of the Borrower under the 
Interim Loan Agreement have been repaid in full, Fuel Industries hereby covenants and agrees 
that it shall not do any of the following, without the prior written consent of the Lender: 
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(a) 	No Assignment: Other than to its operating lender in respect of its operating credit 
facilities and which operating lender has entered into a subordination agreement 
and letter agreement with the Lender, sell, transfer or assign any of its rights or 
obligations hereunder, nor may it sell, transfer, assign or otherwise dispose of any 
part of its right, title and interest in the Products other than the customary activities 
of the distribution and exploitation of the Products in accordance with standards 
and practices of the industry without the prior written consent of the Lender. 

(b) 	Conflicting Agreements: Enter into any agreement with respect to the matters 
described herein which would impair with or interfere with the rights held by 
Lender pursuant to this Agreement, the Interim Loan Agreement or the Note. 

Qualification: Take any action which would in any manner negatively affect or 
impact on the ability of the Products to qualify as an "interactive digital media 
product" or Fuel Industries' entitlement to the Tax Credit Proceeds. 

(d) Charge on Products: Create, assume, enter into or permit to subsist, directly or 
indirectly, any charge on Fuel Industries' interest in the Products, which will rank 
in priority to the Lender's interest in the Products except as otherwise agreed by 
Fuel Industries and the Lender. 

(e) Fiscal Year-End: Change the fiscal year-end of Fuel Industries. 

ARTICLE 4 — GENERAL PROVISIONS 

4.1 Enurement 

This Agreement shall be binding upon and enure to the benefit of the parties hereto and 
their respective successors, representatives and permitted assigns. 

4.2 Amendments 

This Agreement cannot be modified, amended or supplemented except by a written 
instrument executed by each of the parties hereto. The recitals and schedules hereto are deemed 
to be an integral part of this Agreement and are incorporated herein by this reference. 

4.3 Notice 

All notice required to be given, or which may be given hereunder, shall be in writing, and 
shall be sent by courier delivery, telecopy or certified mail addressed to the addresses of such 
party set forth on the first page of this Agreement. Delivery shall be deemed made three business 
days after prepaid deposit, in the mail, or one business day if by courier. Notices may also be 
given by either party hereto by telecopy and shall be deemed to have been delivered at the first 
business day after the date of transmission of such telecopy. 

(c) 
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4.4 Assignment 

Fuel Industries may not assign its rights and obligations hereunder and any interest herein 
without the prior written consent of the Lender. The Lender shall have the right to assign its 
rights and obligations hereunder. 

4.5 Headings 

The division of this Agreement into articles, sections, clauses and paragraphs and the 
insertion of headings are for convenience of reference only and shall not affect the meaning and 
interpretation of this Agreement. 

4.6 Time of the Essence 

Time shall be of the essence with respect to the performance by Fuel Industries of its 
obligations under this Agreement. 

4.7 Conflicting Agreements 

Fuel Industries shall not enter into any agreement with respect to the matters described 
herein that would impair, conflict with or interfere with the rights held by the Lender. 

	

4.8 	Enforceability 

If any one or more of the provisions of this Agreement shall be invalid, illegal or 
unenforceable in any jurisdiction, the validity, legality and enforceability of such provision(s) in 
any other jurisdiction and the validity, legality and enforceability of any other provision hereof 
shall not in any way be affected or impaired. 

	

4.9 	Severability 

In the event that in any legal proceedings before a competent tribunal, board or 
commission in any jurisdiction, it is determined that any paragraph or any part of this Agreement 
is invalid or unenforceable with respect to any particular transaction or situation, such paragraph 
or part of this Agreement shall be deemed to be severed from the remainder of this Agreement 
for the purposes only of the particular legal proceedings in question, and this Agreement shall, in 
every other aspect, remain in full force and effect. 

4.10 Waiver 

No waiver of any term, provision or condition of this Agreement whether express or 
implied, whether by conduct or otherwise, in any one or more incidences, shall be valid unless 
the same shall be in writing and any valid written notice shall not be construed as a further or 
continuing waiver upon its expressed terms. 
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4.11 Governing Law 

This Agreement shall be governed by and construed in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein, and each party hereby 
irrevocably attorns to the jurisdiction of the courts of the Province of Ontario. 

4.12 Counterparts and Execution by Facsimile 

This Agreement may be executed in separate counterparts by the parties and each 
counterpart shall when executed and delivered be an original document, but all counterparts shall 
together constitute one and the same instrument. Executed copies of the signature pages of this 
Agreement sent by facsimile or transmitted electronically in either Tagged Image Format Files 
(TIFF) or Portable Document Format (PDF) shall be treated as originals, fully binding and with 
full legal force and effect, and the Parties waive any rights they may have to object to such 
treatment, provided that this treatment shall be without prejudice to the obligation of the Parties 
to exchange original signatures as quickly as practicable after execution of this Agreement, but 
failure to do so shall not affect the validity, enforceability or binding affect of this Agreement. 

[Remainder of page intentionally left blank] 
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This Agree! ent has been executed by Fuel Ind istries and the Lender on the date first above-
mentioned, 

FUEL INDUSTRIES INC. 

Name: Andrew tying 
Title: 	Co-Chief Executive ()nicer 

have authority to bind the corporation .  

CHOU ASSOCIATES MANAGEMENT INC. 

Name: Francis Chou 
Title: 	President 
I have authority to bind the corporation. 
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This is Exhibit “R” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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GENERAL SECURITY AGREEMENT 
 

THIS AGREEMENT dated as of June 22nd, 2016.  
 
BETWEEN:  

 
ALL GIRL ARCADE INC. 
 
(“Arcade Co”) 

OF THE FIRST PART 
 
- and - 
 
CHOU ASSOCIATES MANAGEMENT INC., 

 
(the “Lender”) 
 

OF THE SECOND PART 
 

WHEREAS the Lender and Fuel Industries Inc. (“Fuel Industries”) are party to a loan 
agreement dated February 9, 2015 (the “Loan Agreement”) pursuant to which the Lender 
extended to Fuel Industries a non-revolving, reducing credit facility in the principal amount of 
$7,500,000 (“Facility Maximum Amount”);  

AND WHEREAS the Lender and Fuel Technologies Inc. (the “Borrower”) are party to an 
Interim Loan Agreement dated June 22, 2016 (the “Interim Loan Agreement”) pursuant to 
which the Lender extended to the Debtor Parties an additional non-revolving, reducing credit 
facility in the principal amount of $1,100,000 (the “Interim Facility Maximum Amount”) as 
evidenced by a grid promissory note (the “Note”) dated June 22, 2016 issued by the Borrower in 
favour of the Lender and pursuant to the terms and conditions of the Interim Loan Agreement; 
 
AND WHEREAS in order to secure the Borrower’s obligations to the Lender under the Interim 
Loan Agreement, the Note and the Loan Agreement, Arcade Co has agreed to execute and 
deliver this Agreement in favour of the Lender; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 

 
ARTICLE 1 - DEFINITIONS 

1.1 Definitions 
 
 Any capitalized term not defined in this Agreement shall have the meaning ascribed to 
such terms in the Interim Loan Agreement and the Note, as applicable. 
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ARTICLE 2 – GRANT OF SECURITY INTEREST 
 

2.1 Obligations Secured.   
 
 The Security Interest (as hereinafter defined) is granted to the Lender by Arcade Co as 
continuing security for the payment of all present and future indebtedness and liabilities of the 
Borrower to the Lender, including interest thereon, and for the prompt and complete 
performance of all other present and future obligations of the Borrower to the Lender, whether 
direct or indirect, contingent or absolute, and all expenses, costs and charges incurred by or on 
behalf of the Lender in connection with this Agreement, the Security Interest or the Collateral, 
including all reasonable legal fees, court costs, receiver's or agent's remuneration and other 
expenses of taking possession of, repairing, protecting, insuring, preparing for disposition, 
realizing, collecting, selling, transferring, delivering or obtaining payment for the Collateral, and 
of taking, defending or participating in any action or proceeding in connection with any of the 
foregoing matters or otherwise in connection with the Lender’s interest in any Collateral, 
whether or not directly relating to the enforcement of this Agreement, the Interim Loan 
Agreement, the Note, the Loan Agreement or any other loan document (collectively, the 
“Obligations”). 
 
2.2 Creation of Security Interest.   
 
 As general and continuing security for the payment and performance when due of all the 
Obligations, Arcade Co hereby mortgages, pledges, hypothecates, transfers, assigns and charges 
to the Lender, and hereby grants to the Lender a security interest in (such mortgages, pledges, 
hypothecations, transfers, assignments, charges and security interests are referred to collectively 
as the “Security Interest”) all present and after-acquired undertaking and property of Arcade Co 
of any nature whatsoever (such undertaking and property are referred to collectively as the 
“Collateral”) including, without limitation, the following:   
 

(a) Equipment - all present and future equipment of Arcade Co, including all 
machinery, fixtures, plant, tools, furniture, vehicles of any kind or description, all 
spare parts, accessories installed in or affixed or attached to any of the foregoing, 
and all drawings, specifications, plans and manuals relating thereto 
(“Equipment”); 

 
(b) Inventory - all present and future inventory of Arcade Co, including all raw 

materials, materials used or consumed in the business of Arcade Co, work-in-
progress, finished goods, goods used for packing, materials used in the business 
of Arcade Co not intended for sale, and goods acquired or held for sale or 
furnished or to be furnished under contracts of rental or service (“Inventory”);  

 
(c) Accounts - all present and future debts, demands and amounts due or accruing 

due to Arcade Co whether or not earned by performance, including without 
limitation its book debts, accounts receivable, and claims under policies of 
insurance, and all contracts, security interests and other rights and benefits in 
respect thereof (“Accounts”); 
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(d) Intangibles - all present and future intangible personal property of Arcade Co, 

including all contract rights, goodwill, patents, trade marks, copyrights and other 
intellectual property, and all other choses in action of Arcade Co of every kind, 
whether due at the present time or hereafter to become due or owing;  

 
(e) Documents of Title - all present and future documents of title of Arcade Co, 

whether negotiable or otherwise, including all warehouse receipts and bills of 
lading; 

 
(f) Chattel Paper - all present and future agreements made between Arcade Co as 

secured party and others which evidence both a monetary obligation and a 
security interest in or a lease of specific goods (“Chattel Paper”); 

 
(g) Instruments - all present and future bills, notes and cheques, and all other 

writings that evidence a right to the payment of money and are of a type that in 
the ordinary course of business are transferred by delivery without any necessary 
endorsement or assignment (“Instruments”); 

 
(h) Money - all present and future money of Arcade Co, whether authorized or 

adopted by the Parliament of Canada as part of its currency or any foreign 
government as part of its currency (“Money”); 

 
(i) Securities - all present and future securities held by Arcade Co, including shares, 

options, rights, warrants, joint venture interests, interests in limited partnerships, 
bonds, debentures and all other documents which constitute evidence of a share, 
participation or other interest of Arcade Co in property or in an enterprise or 
which constitute evidence of an obligation of the issuer, and including any 
uncertificated security as applicable  and all substitutions therefor and dividends 
and income derived therefrom (“Securities”); 

 
(j) Documents - all books, accounts, invoices, letters, papers, documents and other 

records in any form or medium evidencing or relating to collateral subject to the 
Security Interest; 

 
(k) Real Property - all real and immovable property, wherever situate, and all 

buildings, structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; and 

 
(l) Proceeds - all personal property in any form derived directly or indirectly from 

any dealing with collateral subject to the Security Interest or the proceeds 
therefrom, including insurance proceeds and any other payment representing 
indemnity or compensation for loss of or damage thereto or the proceeds 
therefrom (“Proceeds”). 
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2.3 Without limiting the generality of the description of Collateral as set out in Section 2.2, 
and for greater certainty, the Collateral shall include all present and future real and personal 
property of Arcade Co located on or about or in transit to or from the address of Arcade Co set 
out in this Agreement. 

 
ARTICLE 3 - COLLATERAL 

3.1 Attachment.   
 
 (a) Arcade Co acknowledges and agrees that: (i) value has been given, (ii) Arcade Co 
has rights in the Collateral, and (iii) the Security Interest shall attach to existing Collateral upon 
execution of this Agreement by Arcade Co and to each item of after-acquired Collateral at the 
time that Arcade Co acquires any rights therein. 
 
 (b) If any Securities or Instruments are now or at any time become evidenced, in 
whole or in part, by uncertificated securities registered or recorded in records maintained by or 
on behalf of the issuer thereof in the name of a clearing agency or a custodian or of a nominee of 
either, Arcade Co will, at the written request and option of the Lender: (i) cause an appropriate 
entry to be made in the records of the clearing agency or custodian to record the interest of the 
Lender in such Securities or Instruments created pursuant to this Agreement or (ii) cause the 
Lender to have control over such Securities or Instruments. 
 
 (c) At the written request of the Lender upon the occurrence of an Event of Default 
which is continuing, Arcade Co will: (i) cause the transfer of any Securities or Instruments to the 
Lender to be registered wherever such registration may be required or advisable in the reasonable 
opinion of the Lender, (ii) duly endorse any such Securities or Instruments for transfer in blank 
or register them in the name of the Lender or its nominee or otherwise as the Lender may 
reasonably direct, (iii) immediately deliver to the Lender any and all consents or other 
documents which may be necessary to effect the transfer of any such Securities or Instruments to 
the Lender or any third party and (iv) deliver to or otherwise cause the Lender to have control 
over such Securities or Instruments. 
 
3.2 Dealings with Collateral.   
 
 Until the Security Interest becomes enforceable, Arcade Co may sell its Inventory and 
collect its Accounts in the ordinary course of its business; provided that after the Security 
Interest becomes enforceable, all Accounts collected by Arcade Co shall be immediately 
remitted to the Lender.  Until remitted, all Accounts received by Arcade Co shall be held by 
Arcade Co as agent and in trust for the Lender.   
 
3.3 Notification to Account Borrowers.   
 
 The Lender may, upon the occurrence of an Event of Default which is continuing, notify 
any person obligated to Arcade Co in respect of an Account, Chattel Paper or an Instrument to 
make payment to the Lender of all such present and future amounts due thereon.  
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3.4 Exception re Leasehold Interests and Contractual Rights.   
 
 The last day of the term of any lease, sublease or agreement therefor is specifically 
excepted from the Security Interest, but Arcade Co agrees to stand possessed of such last day in 
trust for any person acquiring such interest of Arcade Co.  To the extent that the creation of the 
Security Interest would constitute a breach or cause the acceleration of any agreement, right, 
licence or permit to which Arcade Co is a party, the Security Interest shall not attach thereto, but 
Arcade Co shall hold its interest therein in trust for the Lender, and the Security Interest shall 
attach to such agreement, right, license or permit forthwith upon obtaining the consent of the 
other party thereto. 
 

ARTICLE 4 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

4.1 Representations and Warranties.   
 
 Arcade Co hereby represents and warrants as follows to the Lender and acknowledges 
that the Lender is relying thereon:  
 

(a) Arcade Co has the capacity and authority to incur the Obligations, create the 
Security Interest and generally perform its obligations under this Agreement; 

 
(b) the execution and delivery of this Agreement and the performance by Arcade Co 

of its obligations hereunder have been duly authorized by all necessary 
proceedings; 

 
(c) Arcade Co’s registered office is at the address set out in Section 6.1 of this 

Agreement; and 
 
(d) the Collateral is located at the places warranted herein and at no other place. 
 

4.2 Covenants of Arcade Co.   
 
 Arcade Co covenants and agrees in favour of the Lender as follows:  

 
(a) not to further encumber the Collateral after the date hereof except for the Security 

Interest and except as disclosed in writing by Arcade Co to the Lender;  
 
(b) to keep the Collateral in good condition, and to keep the Collateral located at the 

places warranted herein or in any other Loan Document;  
 

(c) to obtain from financially responsible insurance companies and maintain 
insurance in respect of such risks and in such amounts as the Lender may 
reasonably require from time to time, and such insurance shall include a standard 
mortgage clause, and Arcade Co agrees to cause the interest of the Lender to be 
noted as its interest might appear on such policies of insurance (except public 
liability insurance), to furnish the Lender with certificates of insurance and 
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certified copies of such policies and to name the Lender as loss payee of such 
policies; 

  
(d) to promptly notify the Lender of any loss or damage to the Collateral, and of any 

change in any information provided in this Agreement;  
 
(e) to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation 

pay, workers' compensation assessments, and any other charges which could 
result in the creation of a statutory lien or deemed trust in respect of the 
Collateral;  

 
(f) to deliver to the Lender such information concerning the Collateral or Arcade Co 

as the Lender may reasonably request from time to time, including aged lists of 
Inventory and Accounts and annual and monthly financial statements of Arcade 
Co;  

 
(g) to allow the Lender to have access to all premises of Arcade Co upon prior 

written notice and during normal business hours, at which Collateral may be 
located to verify the existence and state of the Collateral in any manner the 
Lender may consider appropriate and Arcade Co agrees to furnish all assistance 
and information and to perform all such acts as the Lender may reasonably 
request in connection therewith;  

 
(h) at any time while the Obligations are outstanding hereunder, Arcade Co shall, at 

its own expense, do, make, execute or deliver all such further acts, documents and 
things as the Lender may reasonably require from time to time for the purpose of 
giving effect to the loan documents including, without limitation, for the purpose 
of facilitating the enforcement of the Security Interest, all immediately upon the 
request of the Lender; and 

 
(i) to deliver to the Lender any and all Pledged Securities and other materials as may 

be required from time to time to provide the Lender with control over all Pledged 
Securities.  At the request of the Lender, Arcade Co shall cause all Pledged 
Securities certificates to be registered in the name of the Lender or its nominee as 

the Lender may direct in writing. 
 

ARTICLE 5 – ENFORCEMENT AND REMEDIES 
5.1 Enforcement.   
 
 The Security Interest shall be enforceable immediately upon the occurrence of an Event 
of Default which is continuing. 
 
5.2 Remedies.   
 
 Upon the occurrence of an Event of Default which is continuing, the Lender shall have 
the following remedies in addition to any other remedies available at law or equity or contained 
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in any other agreement between Arcade Co and the Lender, all of which remedies shall be 
independent and cumulative:  

 
(a) entry of any premises where Collateral may be located;  
 
(b) possession of Collateral by any method permitted by law;  
 
(c) the sale or lease of Collateral; 
 
(d) the collection of any rents, income and profits received in connection with the 

business of Arcade Co or the Collateral;  
 
(e) the collection, realization, sale or other dealing with any Accounts; 
 
(f) the appointment by instrument in writing of a receiver or a receiver and manager 

(each of which is herein called a “Receiver”) of the Collateral; 
 
(g) the exercise by the Lender of any of the powers  set out in Section 5.2, without the 

appointment of a Receiver; 
 
(h) proceedings in any court of competent jurisdiction for the appointment of a 

receiver or a receiver and manager or for the sale of the Collateral;  
 
(i) the filing of proofs of claim and other documents in order to have the claims of 

the Lender lodged in any bankruptcy, winding-up or other judicial proceeding 
relating to Arcade Co; and 

 
(j) any other remedy or proceeding authorized or permitted under the Personal 

Property Security Act (Ontario) or otherwise by legislation, law or equity.  
 
5.3 Powers of Receiver.   
 
 Any Receiver appointed by the Lender may be any person or persons, and the Lender 
may remove any Receiver so appointed and appoint another or others instead.  Any Receiver 
appointed shall act as agent for the Lender for the purposes of taking possession of the Collateral 
and (except as provided below) as agent for Arcade Co for all other purposes, including without 
limitation the occupation of any premises of Arcade Co and in carrying on Arcade Co’s business.  
For the purposes of realizing upon the Security Interest, the Receiver may sell, lease or otherwise 
dispose of Collateral as agent for Arcade Co or as agent for the Lender as it may determine in its 
discretion.  Arcade Co agrees to ratify and confirm all actions of the Receiver acting as agent for 
Arcade Co, and to release and indemnify the Receiver in respect of all such actions. Any 
Receiver so appointed shall have the following powers:  
 

(a) to enter upon, use and occupy all premises owned or occupied by Arcade Co; 
 
(b) to take possession of the Collateral; 
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(c) to carry on the business of Arcade Co;  
 
(d) to borrow money required for the maintenance, preservation or protection of the 

Collateral or for the carrying on of the business of Arcade Co, and in the 
discretion of such Receiver, to charge and grant further security interests in the 
Collateral in priority to the Security Interest, as security for the money so 
borrowed;  

 
(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such 

terms and conditions and in such manner as the Receiver shall determine in its 
discretion;   

 
(f) to demand, commence, continue or defend any judicial or administrative 

proceedings for the purpose of protecting, seizing, collecting, realizing or 
obtaining possession or payment of the Collateral, and to give valid and effectual 
receipts and discharges therefor and to compromise or give time for the payment 
or performance of all or any part of the Accounts or any other obligation of any 
third party to Arcade Co; and 

 
(g) to exercise any rights or remedies which could have been exercised by the Lender 

against Arcade Co or the Collateral.  
 
5.4 Disposition.   
 
 The Lender may sell, lease or otherwise dispose of any Collateral as a whole or in 
separate parcels by public auction or private tender or by private contract with or without notice 
and with or without advertising and without any other formality, all of which are hereby 
expressly waived by Arcade Co and any such sale, lease or disposition shall be on such terms 
and conditions as to credit, as to upset or reserve bid or price and otherwise as the Lender may 
consider commercially reasonable.  In the event that any disposition is made on credit or part 
cash and part credit, the Lender need only credit the actual cash received at the time of 
disposition against the Obligations and any payments made pursuant to any credit granted at the 
time of the disposition shall be credited against the Obligations as and when received.  The 
Lender may rescind, terminate or vary any contract for the sale, lease or disposition of any 
Collateral and may resell, relet or otherwise redispose of the Collateral without being 
accountable or otherwise liable for any loss occasioned thereby.  Any sale, lease or other 
disposition of any Collateral may be made by the Lender whether or not it has taken possession 
of the Collateral. 
 
5.5 Failure of the Lender to Exercise Remedies.   
 
 The Lender shall not be liable for any delay or failure to enforce any remedies available 
to it or any delay or failure to institute any proceedings for such purposes.  The Lender may 
compound, compromise, grant extensions, take and give up securities, accept compositions, grant 
releases and discharges and otherwise deal with Arcade Co, the Borrower and others and with 
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the Accounts as the Lender may see fit, without the prejudice to the liability of Arcade Co, the 
Borrower or the Lender’s right to hold and realize on the Accounts. 
 
5.6 Application of Payments.   
  
 All payments made in respect of the Obligations and all monies received by the Lender or 
any Receiver appointed by the Lender in respect of the enforcement of the Security Interest 
(including the receipt of any Money) may be held as security for the Obligations or applied in 
such manner as may be determined in the discretion of the Lender or the Receiver, as the case 
may be, and the Lender may at any time apply or change any such appropriation of such 
payments or monies to such part or parts of the Obligations as the Lender may determine in its 
discretion.  Arcade Co shall remain liable to the Lender for any deficiency; and any surplus 
funds realized after the satisfaction of all Obligations shall be paid in accordance with applicable 
law.  
 
5.7 Dealings by the Lender.   
 
 The Lender may grant extensions of time and other indulgences, take and give up 
securities, accept compositions, grant releases and discharges, and otherwise deal with the 
Collateral, Arcade Co and others as the Lender may see fit, without prejudice to the Obligations 
and the rights of the Lender to hold and realize upon the Security Interest.  The Lender has no 
obligation to keep Collateral identifiable, or to preserve rights against prior secured creditors in 
respect of any Collateral. 
 
 

ARTICLE 6 – GENERAL PROVISIONS 
6.1 Notice.   
 

Any demand, notice, direction or other communication to be made or given hereunder 
shall be made or given in the case of Arcade Co, addressed as follows and the Lender in 
accordance with the Interim Loan Agreement: 

 
7 Hinton Ave N., Suite 100  
Ottawa, Ontario K1Y4P1  
 
Attention:  Andy Wing 
 
E-mail:  awing@fuelyouth.com 

 
6.2 Power of Attorney.   
 
 Arcade Co hereby constitutes and appoints the Lender or any officer thereof as its true 
and lawful attorney, effective upon the occurrence of an Event of Default that is continuing, with 
full power of substitution, to execute all documents and take all actions as may be necessary or 
desirable to perform any obligations of Arcade Co arising pursuant to this Agreement, and in 
executing such documents and taking such actions, to use the name of Arcade Co whenever and 
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wherever it may be considered necessary or expedient.  These powers are coupled with an 
interest and are irrevocable until all of the Obligations have been repaid in full and this 
Agreement is terminated and the Security Interest created herein has been released.  This 
appointment, coupled with an interest, shall not be revoked by the insolvency, bankruptcy, 
dissolution, liquidation or other termination of the existence of Arcade Co or for any other 
reason. 
 
6.3 Separate Security.   
 
 This Agreement and the Security Interest are in addition to and not in substitution for any 
other security now or hereafter held by the Lender in respect of Arcade Co, the Obligations or 
the Collateral and any other present and future rights or remedies which the Lender might have 
with respect thereto. 
 
6.4 Lender Not Obliged to Advance.  
 

Nothing in this Agreement shall obligate the Lender to make any loan or accommodation 
to Arcade Co or any other party in connection with this Agreement, or extend the time for 
payment or satisfaction of any Obligations. 
 
6.5 Amalgamation of Arcade Co.  
 

Arcade Co acknowledges and agrees that in the event that it amalgamates with any other 
persons (which it is prohibited from doing without the prior written consent of the Lender) then 
the Collateral and the Security Interest shall extend to and include all like property of the 
amalgamated corporation and all references herein to Arcade Co shall extend to and include the 
amalgamated corporation and all references herein to Obligations shall extend to and include all 
of the debts, liabilities and obligations of every type and kind of the amalgamated corporation. 
 
6.6 Amendments.   

 
This Agreement may not be amended or otherwise modified except by an instrument in 

writing executed by all the parties hereto. 
 
6.7 Waivers.   

 
The Lender shall not, by any act, delay, omission or otherwise, be deemed to have 

expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver shall 
be in writing and executed by an authorized officer of the Lender.  Any such waiver shall be 
enforceable only to the extent specifically set forth therein.  A waiver by the Lender of any right, 
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any 
such right, power and/or remedy which the Lender would otherwise have on any future occasion, 
whether similar in kind or otherwise. 
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6.8 Assignment.  
 

The Lender may from time to time upon notice to, but without the consent of Arcade Co, 
assign or transfer this Agreement and the Obligations or any portion thereof or interest therein to 
any other party (the “Assignee”).  The Assignee shall, to the extent of the interest so assigned or 
transferred, be entitled to the benefit of and the right to enforce this Agreement to the same 
extent as if the Assignee were the Lender.  Arcade Co shall not be entitled to assign or transfer 
this Agreement or any of Arcade Co’s rights, duties or obligations hereunder without the prior 
written consent of the Lender. 
 
6.9 Release and Reconveyance.  
  
  Upon payment in full of the Obligations to the Lender, the Lender shall upon receipt of a 
written request from Arcade Co release the Security Interest and reassign the Collateral to 
Arcade Co without recourse and without representations or warranties, and the Lender shall at 
the request and expense of Arcade Co execute and deliver all such discharges, releases, 
reassignments and further assurances as may be reasonably required in this regard. 
 
6.10 Number, Gender and Persons.   
 

Unless the context otherwise requires, words importing the singular in number only shall 
include the plural and vice versa, words importing the use of gender shall include the masculine, 
feminine and neuter genders and words importing persons shall include individuals, 
corporations, partnerships, associations, trusts, unincorporated organizations, governmental 
bodies and other legal or business entities. 
 
6.11 Severability.  
 

If any provision of this Agreement is determined by a court of competent jurisdiction to 
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect 
the validity, legality or enforceability of the remaining provisions hereof, and each such 
provision shall be interpreted in such a manner as to render them valid, legal and enforceable to 
the greatest extent permitted by applicable law.  Each provision of this Agreement is declared to 
be separate, severable and distinct. 

 
 
6.12 Successors and Assigns.   
 

This Agreement shall enure to the benefit of the Lender and its successors and assigns, 
and shall be binding upon Arcade Co and its, legal representatives, heirs, executors, 
administrators, successors and permitted assigns. 
 
6.13 Time.  
 

Time shall be of the essence of this Agreement.   
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6.14  Execution by E-mail.  
 
  Delivery of an executed copy of a signature page to this Agreement by electronic 
transmission shall be effective as delivery of a manually executed copy of this Agreement and 
Arcade Co undertakes to provide the Lender with a copy of this Agreement bearing original 
signatures forthwith upon demand. 
 
6.15  Governing Law and Attornment.  
 
  This Agreement shall be governed by and interpreted in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein.  Without prejudice to the 
ability of the Lender to enforce this Agreement in any other proper jurisdiction where Arcade Co 
has property, Arcade Co irrevocably submits and attorns to the non-exclusive jurisdiction of the 
courts of the Province of Ontario in connection with this Agreement. 
 
6.16 Entire Agreement.   
 
 This Agreement, the Interim Loan Agreement and the Note and any other documents 
delivered pursuant hereto and thereto including any schedules attached hereto and thereto 
constitutes the entire agreement between Arcade Co and the Lender relating to the subject-matter 
hereof and supersede all prior agreements, representations, warranties, conditions or collateral 
agreements, whether oral or written, express or implied, with respect to the subject matter hereof. 
 
6.17 Further Assurances.  
 

Arcade Co shall forthwith, at its own expense and from time to time, do or file, or cause 
to be done or filed, all such things and shall execute and deliver all such documents, agreements, 
opinions, certificates and instruments reasonably requested by the Lender or its counsel as may 
be necessary or desirable to complete the transactions contemplated by this Agreement and carry 
out its provisions and intention. 
 
6.18  Set-Off.  
 

The Lender may at any time and from time to time, without notice to Arcade Co or to any 
other Person, set-off, appropriate and apply any and all deposits, general or special, matured or 
unmatured, held by or for the benefit of Arcade Co with the Lender (which for greater certainty 
includes any affiliate of the Lender) and any indebtedness and liability of the Lender (which for 
greater certainty includes any affiliate of the Lender) to Arcade Co, matured or unmatured, 
against and on account of the Obligations when due, in such order of application as the Lender 
may from time to time determine. 

 
6.19 Copy of Agreement.  
 
 Arcade Co acknowledges receipt of an executed copy of this Agreement.  
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GENERAL SECURITY AGREEMENT 
 

THIS AGREEMENT dated as of June 22nd, 2016.  
 
BETWEEN:  

 
FUEL ENTERTAINMENT INC. 
 
(“Entertainment Co”) 

OF THE FIRST PART 
 
- and - 
 
CHOU ASSOCIATES MANAGEMENT INC., 

 
(the “Lender”) 
 

OF THE SECOND PART 
 

WHEREAS the Lender and Fuel Industries Inc. (“Fuel Industries”) are party to a loan 
agreement dated February 9, 2015 (the “Loan Agreement”) pursuant to which the Lender 
extended to Fuel Industries a non-revolving, reducing credit facility in the principal amount of 
$7,500,000 (“Facility Maximum Amount”);  

AND WHEREAS the Lender and Fuel Technologies Inc. (the “Borrower”) are party to an 
Interim Loan Agreement dated June 22, 2016 (the “Interim Loan Agreement”) pursuant to 
which the Lender extended to the Debtor Parties an additional non-revolving, reducing credit 
facility in the principal amount of $1,100,000 (the “Interim Facility Maximum Amount”) as 
evidenced by a grid promissory note (the “Note”) dated June 22, 2016 issued by the Borrower in 
favour of the Lender and pursuant to the terms and conditions of the Interim Loan Agreement; 
 
AND WHEREAS in order to secure the Borrower’s obligations to the Lender under the Interim 
Loan Agreement, the Note and the Loan Agreement, Entertainment Co has agreed to execute and 
deliver this Agreement in favour of the Lender; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 

 
ARTICLE 1 - DEFINITIONS 

1.1 Definitions 
 
 Any capitalized term not defined in this Agreement shall have the meaning ascribed to 
such terms in the Interim Loan Agreement and the Note, as applicable. 
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ARTICLE 2 – GRANT OF SECURITY INTEREST 
 

2.1 Obligations Secured.   
 
 The Security Interest (as hereinafter defined) is granted to the Lender by Entertainment 
Co as continuing security for the payment of all present and future indebtedness and liabilities of 
the Borrower to the Lender, including interest thereon, and for the prompt and complete 
performance of all other present and future obligations of the Borrower to the Lender, whether 
direct or indirect, contingent or absolute, and all expenses, costs and charges incurred by or on 
behalf of the Lender in connection with this Agreement, the Security Interest or the Collateral, 
including all reasonable legal fees, court costs, receiver's or agent's remuneration and other 
expenses of taking possession of, repairing, protecting, insuring, preparing for disposition, 
realizing, collecting, selling, transferring, delivering or obtaining payment for the Collateral, and 
of taking, defending or participating in any action or proceeding in connection with any of the 
foregoing matters or otherwise in connection with the Lender’s interest in any Collateral, 
whether or not directly relating to the enforcement of this Agreement, the Interim Loan 
Agreement, the Note, the Loan Agreement or any other loan document (collectively, the 
“Obligations”). 
 
2.2 Creation of Security Interest.   
 
 As general and continuing security for the payment and performance when due of all the 
Obligations, Entertainment Co hereby mortgages, pledges, hypothecates, transfers, assigns and 
charges to the Lender, and hereby grants to the Lender a security interest in (such mortgages, 
pledges, hypothecations, transfers, assignments, charges and security interests are referred to 
collectively as the “Security Interest”) all present and after-acquired undertaking and property 
of Entertainment Co of any nature whatsoever (such undertaking and property are referred to 
collectively as the “Collateral”) including, without limitation, the following:   
 

(a) Equipment - all present and future equipment of Entertainment Co, including all 
machinery, fixtures, plant, tools, furniture, vehicles of any kind or description, all 
spare parts, accessories installed in or affixed or attached to any of the foregoing, 
and all drawings, specifications, plans and manuals relating thereto 
(“Equipment”); 

 
(b) Inventory - all present and future inventory of Entertainment Co, including all 

raw materials, materials used or consumed in the business of Entertainment Co, 
work-in-progress, finished goods, goods used for packing, materials used in the 
business of Entertainment Co not intended for sale, and goods acquired or held for 
sale or furnished or to be furnished under contracts of rental or service 
(“Inventory”);  

 
(c) Accounts - all present and future debts, demands and amounts due or accruing 

due to Entertainment Co whether or not earned by performance, including without 
limitation its book debts, accounts receivable, and claims under policies of 
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insurance, and all contracts, security interests and other rights and benefits in 
respect thereof (“Accounts”); 

 
(d) Intangibles - all present and future intangible personal property of Entertainment 

Co, including all contract rights, goodwill, patents, trade marks, copyrights and 
other intellectual property, and all other choses in action of Entertainment Co of 
every kind, whether due at the present time or hereafter to become due or owing;  

 
(e) Documents of Title - all present and future documents of title of Entertainment 

Co, whether negotiable or otherwise, including all warehouse receipts and bills of 
lading; 

 
(f) Chattel Paper - all present and future agreements made between Entertainment 

Co as secured party and others which evidence both a monetary obligation and a 
security interest in or a lease of specific goods (“Chattel Paper”); 

 
(g) Instruments - all present and future bills, notes and cheques, and all other 

writings that evidence a right to the payment of money and are of a type that in 
the ordinary course of business are transferred by delivery without any necessary 
endorsement or assignment (“Instruments”); 

 
(h) Money - all present and future money of Entertainment Co, whether authorized or 

adopted by the Parliament of Canada as part of its currency or any foreign 
government as part of its currency (“Money”); 

 
(i) Securities - all present and future securities held by Entertainment Co, including 

shares, options, rights, warrants, joint venture interests, interests in limited 
partnerships, bonds, debentures and all other documents which constitute 
evidence of a share, participation or other interest of Entertainment Co in property 
or in an enterprise or which constitute evidence of an obligation of the issuer, and 
including any uncertificated security as applicable and all substitutions therefor 
and dividends and income derived therefrom (“Securities”); 

 
(j) Documents - all books, accounts, invoices, letters, papers, documents and other 

records in any form or medium evidencing or relating to collateral subject to the 
Security Interest; 

 
(k) Real Property - all real and immovable property, wherever situate, and all 

buildings, structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; and 

 
(l) Proceeds - all personal property in any form derived directly or indirectly from 

any dealing with collateral subject to the Security Interest or the proceeds 
therefrom, including insurance proceeds and any other payment representing 
indemnity or compensation for loss of or damage thereto or the proceeds 
therefrom (“Proceeds”). 
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2.3 Without limiting the generality of the description of Collateral as set out in Section 2.2, 
and for greater certainty, the Collateral shall include all present and future real and personal 
property of Entertainment Co located on or about or in transit to or from the address of 
Entertainment Co set out in this Agreement. 

 
ARTICLE 3 - COLLATERAL 

3.1 Attachment.   
 
 (a) Entertainment Co acknowledges and agrees that: (i) value has been given, (ii) 
Entertainment Co has rights in the Collateral, and (iii) the Security Interest shall attach to 
existing Collateral upon execution of this Agreement by Entertainment Co and to each item of 
after-acquired Collateral at the time that Entertainment Co acquires any rights therein. 
 
 (b) If any Securities or Instruments are now or at any time become evidenced, in 
whole or in part, by uncertificated securities registered or recorded in records maintained by or 
on behalf of the issuer thereof in the name of a clearing agency or a custodian or of a nominee of 
either, Entertainment Co will, at the written request and option of the Lender: (i) cause an 
appropriate entry to be made in the records of the clearing agency or custodian to record the 
interest of the Lender in such Securities or Instruments created pursuant to this Agreement or (ii) 
cause the Lender to have control over such Securities or Instruments. 
 
 (c) At the written request of the Lender upon the occurrence of an Event of Default 
which is continuing, Entertainment Co will: (i) cause the transfer of any Securities or 
Instruments to the Lender to be registered wherever such registration may be required or 
advisable in the reasonable opinion of the Lender, (ii) duly endorse any such Securities or 
Instruments for transfer in blank or register them in the name of the Lender or its nominee or 
otherwise as the Lender may reasonably direct, (iii) immediately deliver to the Lender any and 
all consents or other documents which may be necessary to effect the transfer of any such 
Securities or Instruments to the Lender or any third party and (iv) deliver to or otherwise cause 
the Lender to have control over such Securities or Instruments. 
 
3.2 Dealings with Collateral.   
 
 Until the Security Interest becomes enforceable, Entertainment Co may sell its Inventory 
and collect its Accounts in the ordinary course of its business; provided that after the Security 
Interest becomes enforceable, all Accounts collected by Entertainment Co shall be immediately 
remitted to the Lender.  Until remitted, all Accounts received by Entertainment Co shall be held 
by Entertainment Co as agent and in trust for the Lender.   
 
3.3 Notification to Account Borrowers.   
 
 The Lender may, upon the occurrence of an Event of Default which is continuing, notify 
any person obligated to Entertainment Co in respect of an Account, Chattel Paper or an 
Instrument to make payment to the Lender of all such present and future amounts due thereon.  
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3.4 Exception re Leasehold Interests and Contractual Rights.   
 
 The last day of the term of any lease, sublease or agreement therefor is specifically 
excepted from the Security Interest, but Entertainment Co agrees to stand possessed of such last 
day in trust for any person acquiring such interest of Entertainment Co.  To the extent that the 
creation of the Security Interest would constitute a breach or cause the acceleration of any 
agreement, right, licence or permit to which Entertainment Co is a party, the Security Interest 
shall not attach thereto, but Entertainment Co shall hold its interest therein in trust for the 
Lender, and the Security Interest shall attach to such agreement, right, license or permit forthwith 
upon obtaining the consent of the other party thereto. 
 

ARTICLE 4 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

4.1 Representations and Warranties.   
 
 Entertainment Co hereby represents and warrants as follows to the Lender and 
acknowledges that the Lender is relying thereon:  
 

(a) Entertainment Co has the capacity and authority to incur the Obligations, create 
the Security Interest and generally perform its obligations under this Agreement; 

 
(b) the execution and delivery of this Agreement and the performance by 

Entertainment Co of its obligations hereunder have been duly authorized by all 
necessary proceedings; 

 
(c) Entertainment Co’s registered office is at the address set out in Section 6.1 of this 

Agreement; and 
 
(d) the Collateral is located at the places warranted herein and at no other place. 
 

4.2 Covenants of Entertainment Co.   
 
 Entertainment Co covenants and agrees in favour of the Lender as follows:  

 
(a) not to further encumber the Collateral after the date hereof except for the Security 

Interest and except as disclosed in writing by Entertainment Co to the Lender;  
 
(b) to keep the Collateral in good condition, and to keep the Collateral located at the 

places warranted herein or in any other Loan Document;  
 

(c) to obtain from financially responsible insurance companies and maintain 
insurance in respect of such risks and in such amounts as the Lender may 
reasonably require from time to time, and such insurance shall include a standard 
mortgage clause, and Entertainment Co agrees to cause the interest of the Lender 
to be noted as its interest might appear on such policies of insurance (except 
public liability insurance), to furnish the Lender with certificates of insurance and 
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certified copies of such policies and to name the Lender as loss payee of such 
policies; 

  
(d) to promptly notify the Lender of any loss or damage to the Collateral, and of any 

change in any information provided in this Agreement;  
 
(e) to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation 

pay, workers' compensation assessments, and any other charges which could 
result in the creation of a statutory lien or deemed trust in respect of the 
Collateral;  

 
(f) to deliver to the Lender such information concerning the Collateral or 

Entertainment Co as the Lender may reasonably request from time to time, 
including aged lists of Inventory and Accounts and annual and monthly financial 
statements of Entertainment Co;  

 
(g) to allow the Lender to have access to all premises of Entertainment Co upon prior 

written notice and during normal business hours, at which Collateral may be 
located to verify the existence and state of the Collateral in any manner the 
Lender may consider appropriate and Entertainment Co agrees to furnish all 
assistance and information and to perform all such acts as the Lender may 
reasonably request in connection therewith;  

 
(h) at any time while the Obligations are outstanding hereunder, Entertainment Co 

shall, at its own expense, do, make, execute or deliver all such further acts, 
documents and things as the Lender may reasonably require from time to time for 
the purpose of giving effect to the loan documents including, without limitation, 
for the purpose of facilitating the enforcement of the Security Interest, all 
immediately upon the request of the Lender; and 

 
(i) to deliver to the Lender any and all Pledged Securities and other materials as may 

be required from time to time to provide the Lender with control over all Pledged 
Securities.  At the request of the Lender, Entertainment Co shall cause all Pledged 
Securities certificates to be registered in the name of the Lender or its nominee as 

the Lender may direct in writing. 
 

ARTICLE 5 – ENFORCEMENT AND REMEDIES 
5.1 Enforcement.   
 
 The Security Interest shall be enforceable immediately upon the occurrence of an Event 
of Default which is continuing. 
 
5.2 Remedies.   
 
 Upon the occurrence of an Event of Default which is continuing, the Lender shall have 
the following remedies in addition to any other remedies available at law or equity or contained 
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in any other agreement between Entertainment Co and the Lender, all of which remedies shall be 
independent and cumulative:  

 
(a) entry of any premises where Collateral may be located;  
 
(b) possession of Collateral by any method permitted by law;  
 
(c) the sale or lease of Collateral; 
 
(d) the collection of any rents, income and profits received in connection with the 

business of Entertainment Co or the Collateral;  
 
(e) the collection, realization, sale or other dealing with any Accounts; 
 
(f) the appointment by instrument in writing of a receiver or a receiver and manager 

(each of which is herein called a “Receiver”) of the Collateral; 
 
(g) the exercise by the Lender of any of the powers  set out in Section 5.2, without the 

appointment of a Receiver; 
 
(h) proceedings in any court of competent jurisdiction for the appointment of a 

receiver or a receiver and manager or for the sale of the Collateral;  
 
(i) the filing of proofs of claim and other documents in order to have the claims of 

the Lender lodged in any bankruptcy, winding-up or other judicial proceeding 
relating to Entertainment Co; and 

 
(j) any other remedy or proceeding authorized or permitted under the Personal 

Property Security Act (Ontario) or otherwise by legislation, law or equity. 
 
5.3 Powers of Receiver.   
 
 Any Receiver appointed by the Lender may be any person or persons, and the Lender 
may remove any Receiver so appointed and appoint another or others instead.  Any Receiver 
appointed shall act as agent for the Lender for the purposes of taking possession of the Collateral 
and (except as provided below) as agent for Entertainment Co for all other purposes, including 
without limitation the occupation of any premises of Entertainment Co and in carrying on 
Entertainment Co’s business.  For the purposes of realizing upon the Security Interest, the 
Receiver may sell, lease or otherwise dispose of Collateral as agent for Entertainment Co or as 
agent for the Lender as it may determine in its discretion.  Entertainment Co agrees to ratify and 
confirm all actions of the Receiver acting as agent for Entertainment Co, and to release and 
indemnify the Receiver in respect of all such actions. Any Receiver so appointed shall have the 
following powers:  
 

(a) to enter upon, use and occupy all premises owned or occupied by Entertainment 
Co; 
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(b) to take possession of the Collateral; 
 
(c) to carry on the business of Entertainment Co;  
 
(d) to borrow money required for the maintenance, preservation or protection of the 

Collateral or for the carrying on of the business of Entertainment Co, and in the 
discretion of such Receiver, to charge and grant further security interests in the 
Collateral in priority to the Security Interest, as security for the money so 
borrowed;  

 
(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such 

terms and conditions and in such manner as the Receiver shall determine in its 
discretion;   

 
(f) to demand, commence, continue or defend any judicial or administrative 

proceedings for the purpose of protecting, seizing, collecting, realizing or 
obtaining possession or payment of the Collateral, and to give valid and effectual 
receipts and discharges therefor and to compromise or give time for the payment 
or performance of all or any part of the Accounts or any other obligation of any 
third party to Entertainment Co; and 

 
(g) to exercise any rights or remedies which could have been exercised by the Lender 

against Entertainment Co or the Collateral.  
 
5.4 Disposition.   
 
 The Lender may sell, lease or otherwise dispose of any Collateral as a whole or in 
separate parcels by public auction or private tender or by private contract with or without notice 
and with or without advertising and without any other formality, all of which are hereby 
expressly waived by Entertainment Co and any such sale, lease or disposition shall be on such 
terms and conditions as to credit, as to upset or reserve bid or price and otherwise as the Lender 
may consider commercially reasonable.  In the event that any disposition is made on credit or 
part cash and part credit, the Lender need only credit the actual cash received at the time of 
disposition against the Obligations and any payments made pursuant to any credit granted at the 
time of the disposition shall be credited against the Obligations as and when received.  The 
Lender may rescind, terminate or vary any contract for the sale, lease or disposition of any 
Collateral and may resell, relet or otherwise redispose of the Collateral without being 
accountable or otherwise liable for any loss occasioned thereby.  Any sale, lease or other 
disposition of any Collateral may be made by the Lender whether or not it has taken possession 
of the Collateral. 
 
5.5 Failure of the Lender to Exercise Remedies.   
 
 The Lender shall not be liable for any delay or failure to enforce any remedies available 
to it or any delay or failure to institute any proceedings for such purposes.  The Lender may 
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compound, compromise, grant extensions, take and give up securities, accept compositions, grant 
releases and discharges and otherwise deal with Entertainment Co, the Borrower and others and 
with the Accounts as the Lender may see fit, without the prejudice to the liability of 
Entertainment Co, the Borrower or the Lender’s right to hold and realize on the Accounts. 
 
5.6 Application of Payments.   
  
 All payments made in respect of the Obligations and all monies received by the Lender or 
any Receiver appointed by the Lender in respect of the enforcement of the Security Interest 
(including the receipt of any Money) may be held as security for the Obligations or applied in 
such manner as may be determined in the discretion of the Lender or the Receiver, as the case 
may be, and the Lender may at any time apply or change any such appropriation of such 
payments or monies to such part or parts of the Obligations as the Lender may determine in its 
discretion.  Entertainment Co shall remain liable to the Lender for any deficiency; and any 
surplus funds realized after the satisfaction of all Obligations shall be paid in accordance with 
applicable law.  
 
5.7 Dealings by the Lender.   
 
 The Lender may grant extensions of time and other indulgences, take and give up 
securities, accept compositions, grant releases and discharges, and otherwise deal with the 
Collateral, Entertainment Co and others as the Lender may see fit, without prejudice to the 
Obligations and the rights of the Lender to hold and realize upon the Security Interest.  The 
Lender has no obligation to keep Collateral identifiable, or to preserve rights against prior 
secured creditors in respect of any Collateral. 
 
 

ARTICLE 6 – GENERAL PROVISIONS 
6.1 Notice.   
 

Any demand, notice, direction or other communication to be made or given hereunder 
shall be made or given in the case of Entertainment Co, addressed as follows and the Lender in 
accordance with the Interim Loan Agreement: 

 
7 Hinton Ave N., Suite 100  
Ottawa, Ontario K1Y4P1  
 
Attention:  Andy Wing 
 
E-mail:  awing@fuelyouth.com 

 
6.2 Power of Attorney.   
 
 Entertainment Co hereby constitutes and appoints the Lender or any officer thereof as its 
true and lawful attorney, effective upon the occurrence of an Event of Default that is continuing, 
with full power of substitution, to execute all documents and take all actions as may be necessary 
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or desirable to perform any obligations of Entertainment Co arising pursuant to this Agreement, 
and in executing such documents and taking such actions, to use the name of Entertainment Co 
whenever and wherever it may be considered necessary or expedient.  These powers are coupled 
with an interest and are irrevocable until all of the Obligations have been repaid in full and this 
Agreement is terminated and the Security Interest created herein has been released.  This 
appointment, coupled with an interest, shall not be revoked by the insolvency, bankruptcy, 
dissolution, liquidation or other termination of the existence of Entertainment Co or for any other 
reason. 
 
6.3 Separate Security.   
 
 This Agreement and the Security Interest are in addition to and not in substitution for any 
other security now or hereafter held by the Lender in respect of Entertainment Co, the 
Obligations or the Collateral and any other present and future rights or remedies which the 
Lender might have with respect thereto. 
 
6.4 Lender Not Obliged to Advance.  
 

Nothing in this Agreement shall obligate the Lender to make any loan or accommodation 
to Entertainment Co or any other party in connection with this Agreement, or extend the time for 
payment or satisfaction of any Obligations. 
 
6.5 Amalgamation of Entertainment Co.  
 

Entertainment Co acknowledges and agrees that in the event that it amalgamates with any 
other persons (which it is prohibited from doing without the prior written consent of the Lender) 
then the Collateral and the Security Interest shall extend to and include all like property of the 
amalgamated corporation and all references herein to Entertainment Co shall extend to and 
include the amalgamated corporation and all references herein to Obligations shall extend to and 
include all of the debts, liabilities and obligations of every type and kind of the amalgamated 
corporation. 
 
6.6 Amendments.   

 
This Agreement may not be amended or otherwise modified except by an instrument in 

writing executed by all the parties hereto. 
 
6.7 Waivers.   

 
The Lender shall not, by any act, delay, omission or otherwise, be deemed to have 

expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver shall 
be in writing and executed by an authorized officer of the Lender.  Any such waiver shall be 
enforceable only to the extent specifically set forth therein.  A waiver by the Lender of any right, 
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any 
such right, power and/or remedy which the Lender would otherwise have on any future occasion, 
whether similar in kind or otherwise. 
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6.8 Assignment.  
 

The Lender may from time to time upon notice to, but without the consent of 
Entertainment Co, assign or transfer this Agreement and the Obligations or any portion thereof 
or interest therein to any other party (the “Assignee”).  The Assignee shall, to the extent of the 
interest so assigned or transferred, be entitled to the benefit of and the right to enforce this 
Agreement to the same extent as if the Assignee were the Lender.  Entertainment Co shall not be 
entitled to assign or transfer this Agreement or any of Entertainment Co’s rights, duties or 
obligations hereunder without the prior written consent of the Lender. 
 
6.9 Release and Reconveyance.  
  
  Upon payment in full of the Obligations to the Lender, the Lender shall upon receipt of a 
written request from Entertainment Co release the Security Interest and reassign the Collateral to 
Entertainment Co without recourse and without representations or warranties, and the Lender 
shall at the request and expense of Entertainment Co execute and deliver all such discharges, 
releases, reassignments and further assurances as may be reasonably required in this regard. 
 
6.10 Number, Gender and Persons.   
 

Unless the context otherwise requires, words importing the singular in number only shall 
include the plural and vice versa, words importing the use of gender shall include the masculine, 
feminine and neuter genders and words importing persons shall include individuals, 
corporations, partnerships, associations, trusts, unincorporated organizations, governmental 
bodies and other legal or business entities. 
 
6.11 Severability.  
 

If any provision of this Agreement is determined by a court of competent jurisdiction to 
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect 
the validity, legality or enforceability of the remaining provisions hereof, and each such 
provision shall be interpreted in such a manner as to render them valid, legal and enforceable to 
the greatest extent permitted by applicable law.  Each provision of this Agreement is declared to 
be separate, severable and distinct. 

 
6.12 Successors and Assigns.   
 

This Agreement shall enure to the benefit of the Lender and its successors and assigns, 
and shall be binding upon Entertainment Co and its, legal representatives, heirs, executors, 
administrators, successors and permitted assigns. 
 
6.13 Time.  
 

Time shall be of the essence of this Agreement.   
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6.14  Execution by E-mail.  
 
  Delivery of an executed copy of a signature page to this Agreement by electronic 
transmission shall be effective as delivery of a manually executed copy of this Agreement and 
Entertainment Co undertakes to provide the Lender with a copy of this Agreement bearing 
original signatures forthwith upon demand. 
 
6.15  Governing Law and Attornment.  
 
  This Agreement shall be governed by and interpreted in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein.  Without prejudice to the 
ability of the Lender to enforce this Agreement in any other proper jurisdiction where 
Entertainment Co has property, Entertainment Co irrevocably submits and attorns to the non-
exclusive jurisdiction of the courts of the Province of Ontario in connection with this Agreement. 
 
6.16 Entire Agreement.   
 
 This Agreement, the Interim Loan Agreement and the Note and any other documents 
delivered pursuant hereto and thereto including any schedules attached hereto and thereto 
constitutes the entire agreement between Entertainment Co and the Lender relating to the 
subject-matter hereof and supersede all prior agreements, representations, warranties, conditions 
or collateral agreements, whether oral or written, express or implied, with respect to the subject 
matter hereof. 
 
6.17 Further Assurances.  
 

Entertainment Co shall forthwith, at its own expense and from time to time, do or file, or 
cause to be done or filed, all such things and shall execute and deliver all such documents, 
agreements, opinions, certificates and instruments reasonably requested by the Lender or its 
counsel as may be necessary or desirable to complete the transactions contemplated by this 
Agreement and carry out its provisions and intention. 
 
6.18  Set-Off.  
 

The Lender may at any time and from time to time, without notice to Entertainment Co or 
to any other Person, set-off, appropriate and apply any and all deposits, general or special, 
matured or unmatured, held by or for the benefit of Entertainment Co with the Lender (which for 
greater certainty includes any affiliate of the Lender) and any indebtedness and liability of the 
Lender (which for greater certainty includes any affiliate of the Lender) to Entertainment Co, 
matured or unmatured, against and on account of the Obligations when due, in such order of 
application as the Lender may from time to time determine. 

 
6.19 Copy of Agreement.  
 
 Entertainment Co acknowledges receipt of an executed copy of this Agreement.  
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GENERAL SECURITY AGREEMENT 
 

THIS AGREEMENT dated as of June 22nd, 2016.  
 
BETWEEN:  

 
FUEL INDUSTRIES INC. 
 
(“Fuel Industries”) 

OF THE FIRST PART 
 
- and - 
 
CHOU ASSOCIATES MANAGEMENT INC., 

 
(the “Lender”) 
 

OF THE SECOND PART 
 

WHEREAS the Lender and Fuel Industries are party to a loan agreement dated February 9, 2015 
(the “Loan Agreement”) pursuant to which the Lender extended to Fuel Industries a non-
revolving, reducing credit facility in the principal amount of $7,500,000 (“Facility Maximum 
Amount”);  

AND WHEREAS the Lender and Fuel Technologies Inc. (the “Borrower”) are party to an 
Interim Loan Agreement dated June 22, 2016 (the “Interim Loan Agreement”) pursuant to 
which the Lender extended to the Debtor Parties an additional non-revolving, reducing credit 
facility in the principal amount of $1,100,000 (the “Interim Facility Maximum Amount”) as 
evidenced by a grid promissory note (the “Note”) dated June 22, 2016 issued by the Borrower in 
favour of the Lender and pursuant to the terms and conditions of the Interim Loan Agreement; 
 
AND WHEREAS in order to secure the Borrower’s obligations to the Lender under the Interim 
Loan Agreement, the Note and the Loan Agreement, Fuel Industries has agreed to execute and 
deliver this Agreement in favour of the Lender; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 

 
ARTICLE 1 - DEFINITIONS 

1.1 Definitions 
 
 Any capitalized term not defined in this Agreement shall have the meaning ascribed to 
such terms in the Interim Loan Agreement and the Note, as applicable. 
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ARTICLE 2 – GRANT OF SECURITY INTEREST 
 

2.1 Obligations Secured.   
 
 The Security Interest (as hereinafter defined) is granted to the Lender by Fuel Industries 
as continuing security for the payment of all present and future indebtedness and liabilities of the 
Borrower to the Lender, including interest thereon, and for the prompt and complete 
performance of all other present and future obligations of the Borrower to the Lender, whether 
direct or indirect, contingent or absolute, and all expenses, costs and charges incurred by or on 
behalf of the Lender in connection with this Agreement, the Security Interest or the Collateral, 
including all reasonable legal fees, court costs, receiver's or agent's remuneration and other 
expenses of taking possession of, repairing, protecting, insuring, preparing for disposition, 
realizing, collecting, selling, transferring, delivering or obtaining payment for the Collateral, and 
of taking, defending or participating in any action or proceeding in connection with any of the 
foregoing matters or otherwise in connection with the Lender’s interest in any Collateral, 
whether or not directly relating to the enforcement of this Agreement, the Interim Loan 
Agreement, the Note, the Loan Agreement or any other loan document (collectively, the 
“Obligations”). 
 
2.2 Creation of Security Interest.   
 
 As general and continuing security for the payment and performance when due of all the 
Obligations, Fuel Industries hereby mortgages, pledges, hypothecates, transfers, assigns and 
charges to the Lender, and hereby grants to the Lender a security interest in (such mortgages, 
pledges, hypothecations, transfers, assignments, charges and security interests are referred to 
collectively as the “Security Interest”) all present and after-acquired undertaking and property 
of Fuel Industries of any nature whatsoever (such undertaking and property are referred to 
collectively as the “Collateral”) including, without limitation, the following:   
 

(a) Equipment - all present and future equipment of Fuel Industries, including all 
machinery, fixtures, plant, tools, furniture, vehicles of any kind or description, all 
spare parts, accessories installed in or affixed or attached to any of the foregoing, 
and all drawings, specifications, plans and manuals relating thereto 
(“Equipment”); 

 
(b) Inventory - all present and future inventory of Fuel Industries, including all raw 

materials, materials used or consumed in the business of Fuel Industries, work-in-
progress, finished goods, goods used for packing, materials used in the business 
of Fuel Industries not intended for sale, and goods acquired or held for sale or 
furnished or to be furnished under contracts of rental or service (“Inventory”);  

 
(c) Accounts - all present and future debts, demands and amounts due or accruing 

due to Fuel Industries whether or not earned by performance, including without 
limitation its book debts, accounts receivable, and claims under policies of 
insurance, and all contracts, security interests and other rights and benefits in 
respect thereof (“Accounts”); 
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(d) Intangibles - all present and future intangible personal property of Fuel 

Industries, including all contract rights, goodwill, patents, trade marks, copyrights 
and other intellectual property, and all other choses in action of Fuel Industries of 
every kind, whether due at the present time or hereafter to become due or owing;  

 
(e) Documents of Title - all present and future documents of title of Fuel Industries, 

whether negotiable or otherwise, including all warehouse receipts and bills of 
lading; 

 
(f) Chattel Paper - all present and future agreements made between Fuel Industries 

as secured party and others which evidence both a monetary obligation and a 
security interest in or a lease of specific goods (“Chattel Paper”); 

 
(g) Instruments - all present and future bills, notes and cheques, and all other 

writings that evidence a right to the payment of money and are of a type that in 
the ordinary course of business are transferred by delivery without any necessary 
endorsement or assignment (“Instruments”); 

 
(h) Money - all present and future money of Fuel Industries, whether authorized or 

adopted by the Parliament of Canada as part of its currency or any foreign 
government as part of its currency (“Money”); 

 
(i) Securities - all present and future securities held by Fuel Industries, including 

shares, options, rights, warrants, joint venture interests, interests in limited 
partnerships, bonds, debentures and all other documents which constitute 
evidence of a share, participation or other interest of Fuel Industries in property or 
in an enterprise or which constitute evidence of an obligation of the issuer, and 
including any uncertificated security as applicable and all substitutions therefor 
and dividends and income derived therefrom (“Securities”); 

 
(j) Documents - all books, accounts, invoices, letters, papers, documents and other 

records in any form or medium evidencing or relating to collateral subject to the 
Security Interest; 

 
(k) Real Property - all real and immovable property, wherever situate, and all 

buildings, structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; and 

 
(l) Proceeds - all personal property in any form derived directly or indirectly from 

any dealing with collateral subject to the Security Interest or the proceeds 
therefrom, including insurance proceeds and any other payment representing 
indemnity or compensation for loss of or damage thereto or the proceeds 
therefrom (“Proceeds”). 
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2.3 Without limiting the generality of the description of Collateral as set out in Section 2.2, 
and for greater certainty, the Collateral shall include all present and future real and personal 
property of Fuel Industries located on or about or in transit to or from the address of Fuel 
Industries set out in this Agreement. 

 
ARTICLE 3 - COLLATERAL 

3.1 Attachment.   
 
 (a) Fuel Industries acknowledges and agrees that: (i) value has been given, (ii) Fuel 
Industries has rights in the Collateral, and (iii) the Security Interest shall attach to existing 
Collateral upon execution of this Agreement by Fuel Industries and to each item of after-
acquired Collateral at the time that Fuel Industries acquires any rights therein. 
 
 (b) If any Securities or Instruments are now or at any time become evidenced, in 
whole or in part, by uncertificated securities registered or recorded in records maintained by or 
on behalf of the issuer thereof in the name of a clearing agency or a custodian or of a nominee of 
either, Fuel Industries will, at the written request and option of the Lender: (i) cause an 
appropriate entry to be made in the records of the clearing agency or custodian to record the 
interest of the Lender in such Securities or Instruments created pursuant to this Agreement or (ii) 
cause the Lender to have control over such Securities or Instruments. 
 
 (c) At the written request of the Lender upon the occurrence of an Event of Default 
which is continuing, Fuel Industries will: (i) cause the transfer of any Securities or Instruments to 
the Lender to be registered wherever such registration may be required or advisable in the 
reasonable opinion of the Lender, (ii) duly endorse any such Securities or Instruments for 
transfer in blank or register them in the name of the Lender or its nominee or otherwise as the 
Lender may reasonably direct, (iii) immediately deliver to the Lender any and all consents or 
other documents which may be necessary to effect the transfer of any such Securities or 
Instruments to the Lender or any third party and (iv) deliver to or otherwise cause the Lender to 
have control over such Securities or Instruments. 
 
3.2 Dealings with Collateral.   
 
 Until the Security Interest becomes enforceable, Fuel Industries may sell its Inventory 
and collect its Accounts in the ordinary course of its business; provided that after the Security 
Interest becomes enforceable, all Accounts collected by Fuel Industries shall be immediately 
remitted to the Lender.  Until remitted, all Accounts received by Fuel Industries shall be held by 
Fuel Industries as agent and in trust for the Lender.   
 
3.3 Notification to Account Borrowers.   
 
 The Lender may, upon the occurrence of an Event of Default which is continuing, notify 
any person obligated to Fuel Industries in respect of an Account, Chattel Paper or an Instrument 
to make payment to the Lender of all such present and future amounts due thereon.  
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3.4 Exception re Leasehold Interests and Contractual Rights.   
 
 The last day of the term of any lease, sublease or agreement therefor is specifically 
excepted from the Security Interest, but Fuel Industries agrees to stand possessed of such last day 
in trust for any person acquiring such interest of Fuel Industries.  To the extent that the creation 
of the Security Interest would constitute a breach or cause the acceleration of any agreement, 
right, licence or permit to which Fuel Industries is a party, the Security Interest shall not attach 
thereto, but Fuel Industries shall hold its interest therein in trust for the Lender, and the Security 
Interest shall attach to such agreement, right, license or permit forthwith upon obtaining the 
consent of the other party thereto. 
 

ARTICLE 4 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

4.1 Representations and Warranties.   
 
 Fuel Industries hereby represents and warrants as follows to the Lender and 
acknowledges that the Lender is relying thereon:  
 

(a) Fuel Industries has the capacity and authority to incur the Obligations, create the 
Security Interest and generally perform its obligations under this Agreement; 

 
(b) the execution and delivery of this Agreement and the performance by Fuel 

Industries of its obligations hereunder have been duly authorized by all necessary 
proceedings; 

 
(c) Fuel Industries’ registered office is at the address set out in Section 6.1 of this 

Agreement; and 
 
(d) the Collateral is located at the places warranted herein and at no other place. 
 

4.2 Covenants of Fuel Industries.   
 
 Fuel Industries covenants and agrees in favour of the Lender as follows:  

 
(a) not to further encumber the Collateral after the date hereof except for the Security 

Interest and except as disclosed in writing by Fuel Industries to the Lender;  
 
(b) to keep the Collateral in good condition, and to keep the Collateral located at the 

places warranted herein or in any other Loan Document;  
 

(c) to obtain from financially responsible insurance companies and maintain 
insurance in respect of such risks and in such amounts as the Lender may 
reasonably require from time to time, and such insurance shall include a standard 
mortgage clause, and Fuel Industries agrees to cause the interest of the Lender to 
be noted as its interest might appear on such policies of insurance (except public 
liability insurance), to furnish the Lender with certificates of insurance and 
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certified copies of such policies and to name the Lender as loss payee of such 
policies; 

  
(d) to promptly notify the Lender of any loss or damage to the Collateral, and of any 

change in any information provided in this Agreement;  
 
(e) to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation 

pay, workers' compensation assessments, and any other charges which could 
result in the creation of a statutory lien or deemed trust in respect of the 
Collateral;  

 
(f) to deliver to the Lender such information concerning the Collateral or Fuel 

Industries as the Lender may reasonably request from time to time, including aged 
lists of Inventory and Accounts and annual and monthly financial statements of 
Fuel Industries;  

 
(g) to allow the Lender to have access to all premises of Fuel Industries upon prior 

written notice and during normal business hours, at which Collateral may be 
located to verify the existence and state of the Collateral in any manner the 
Lender may consider appropriate and Fuel Industries agrees to furnish all 
assistance and information and to perform all such acts as the Lender may 
reasonably request in connection therewith;  

 
(h) at any time while the Obligations are outstanding hereunder, Fuel Industries shall, 

at its own expense, do, make, execute or deliver all such further acts, documents 
and things as the Lender may reasonably require from time to time for the purpose 
of giving effect to the loan documents including, without limitation, for the 
purpose of facilitating the enforcement of the Security Interest, all immediately 
upon the request of the Lender; and 

 
(i) to deliver to the Lender any and all Pledged Securities and other materials as may 

be required from time to time to provide the Lender with control over all Pledged 
Securities.  At the request of the Lender, Fuel Industries shall cause all Pledged 
Securities certificates to be registered in the name of the Lender or its nominee as 

the Lender may direct in writing. 
 

ARTICLE 5 – ENFORCEMENT AND REMEDIES 
5.1 Enforcement.   
 
 The Security Interest shall be enforceable immediately upon the occurrence of an Event 
of Default which is continuing. 
 
5.2 Remedies.   
 
 Upon the occurrence of an Event of Default which is continuing, the Lender shall have 
the following remedies in addition to any other remedies available at law or equity or contained 
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in any other agreement between Fuel Industries and the Lender, all of which remedies shall be 
independent and cumulative:  

 
(a) entry of any premises where Collateral may be located;  
 
(b) possession of Collateral by any method permitted by law;  
 
(c) the sale or lease of Collateral; 
 
(d) the collection of any rents, income and profits received in connection with the 

business of Fuel Industries or the Collateral;  
 
(e) the collection, realization, sale or other dealing with any Accounts; 
 
(f) the appointment by instrument in writing of a receiver or a receiver and manager 

(each of which is herein called a “Receiver”) of the Collateral; 
 
(g) the exercise by the Lender of any of the powers  set out in Section 5.2, without the 

appointment of a Receiver; 
 
(h) proceedings in any court of competent jurisdiction for the appointment of a 

receiver or a receiver and manager or for the sale of the Collateral;  
 
(i) the filing of proofs of claim and other documents in order to have the claims of 

the Lender lodged in any bankruptcy, winding-up or other judicial proceeding 
relating to Fuel Industries; and 

 
(j) any other remedy or proceeding authorized or permitted under the Personal 

Property Security Act (Ontario) or otherwise by legislation, law or equity. 
 
5.3 Powers of Receiver.   
 
 Any Receiver appointed by the Lender may be any person or persons, and the Lender 
may remove any Receiver so appointed and appoint another or others instead.  Any Receiver 
appointed shall act as agent for the Lender for the purposes of taking possession of the Collateral 
and (except as provided below) as agent for Fuel Industries for all other purposes, including 
without limitation the occupation of any premises of Fuel Industries and in carrying on Fuel 
Industries’ business.  For the purposes of realizing upon the Security Interest, the Receiver may 
sell, lease or otherwise dispose of Collateral as agent for Fuel Industries or as agent for the 
Lender as it may determine in its discretion.  Fuel Industries agrees to ratify and confirm all 
actions of the Receiver acting as agent for Fuel Industries, and to release and indemnify the 
Receiver in respect of all such actions. Any Receiver so appointed shall have the following 
powers:  
 

(a) to enter upon, use and occupy all premises owned or occupied by Fuel Industries; 
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(b) to take possession of the Collateral; 
 
(c) to carry on the business of Fuel Industries;  
 
(d) to borrow money required for the maintenance, preservation or protection of the 

Collateral or for the carrying on of the business of Fuel Industries, and in the 
discretion of such Receiver, to charge and grant further security interests in the 
Collateral in priority to the Security Interest, as security for the money so 
borrowed;  

 
(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such 

terms and conditions and in such manner as the Receiver shall determine in its 
discretion;   

 
(f) to demand, commence, continue or defend any judicial or administrative 

proceedings for the purpose of protecting, seizing, collecting, realizing or 
obtaining possession or payment of the Collateral, and to give valid and effectual 
receipts and discharges therefor and to compromise or give time for the payment 
or performance of all or any part of the Accounts or any other obligation of any 
third party to Fuel Industries; and 

 
(g) to exercise any rights or remedies which could have been exercised by the Lender 

against Fuel Industries or the Collateral.  
 
5.4 Disposition.   
 
 The Lender may sell, lease or otherwise dispose of any Collateral as a whole or in 
separate parcels by public auction or private tender or by private contract with or without notice 
and with or without advertising and without any other formality, all of which are hereby 
expressly waived by Fuel Industries and any such sale, lease or disposition shall be on such 
terms and conditions as to credit, as to upset or reserve bid or price and otherwise as the Lender 
may consider commercially reasonable.  In the event that any disposition is made on credit or 
part cash and part credit, the Lender need only credit the actual cash received at the time of 
disposition against the Obligations and any payments made pursuant to any credit granted at the 
time of the disposition shall be credited against the Obligations as and when received.  The 
Lender may rescind, terminate or vary any contract for the sale, lease or disposition of any 
Collateral and may resell, relet or otherwise redispose of the Collateral without being 
accountable or otherwise liable for any loss occasioned thereby.  Any sale, lease or other 
disposition of any Collateral may be made by the Lender whether or not it has taken possession 
of the Collateral. 
 
5.5 Failure of the Lender to Exercise Remedies.   
 
 The Lender shall not be liable for any delay or failure to enforce any remedies available 
to it or any delay or failure to institute any proceedings for such purposes.  The Lender may 
compound, compromise, grant extensions, take and give up securities, accept compositions, grant 
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releases and discharges and otherwise deal with Fuel Industries, the Borrower and others and 
with the Accounts as the Lender may see fit, without the prejudice to the liability of Fuel 
Industries, the Borrower or the Lender’s right to hold and realize on the Accounts. 
 
5.6 Application of Payments.   
  
 All payments made in respect of the Obligations and all monies received by the Lender or 
any Receiver appointed by the Lender in respect of the enforcement of the Security Interest 
(including the receipt of any Money) may be held as security for the Obligations or applied in 
such manner as may be determined in the discretion of the Lender or the Receiver, as the case 
may be, and the Lender may at any time apply or change any such appropriation of such 
payments or monies to such part or parts of the Obligations as the Lender may determine in its 
discretion.  Fuel Industries shall remain liable to the Lender for any deficiency; and any surplus 
funds realized after the satisfaction of all Obligations shall be paid in accordance with applicable 
law.  
 
5.7 Dealings by the Lender.   
 
 The Lender may grant extensions of time and other indulgences, take and give up 
securities, accept compositions, grant releases and discharges, and otherwise deal with the 
Collateral, Fuel Industries and others as the Lender may see fit, without prejudice to the 
Obligations and the rights of the Lender to hold and realize upon the Security Interest.  The 
Lender has no obligation to keep Collateral identifiable, or to preserve rights against prior 
secured creditors in respect of any Collateral. 
 
 

ARTICLE 6 – GENERAL PROVISIONS 
6.1 Notice.   
 

Any demand, notice, direction or other communication to be made or given hereunder 
shall be made or given in the case of Fuel Industries, addressed as follows and the Lender in 
accordance with the Interim Loan Agreement: 

 
7 Hinton Ave N., Suite 100  
Ottawa, Ontario K1Y4P1  
 
Attention:  Andy Wing 
 
E-mail:  awing@fuelyouth.com 

 
6.2 Power of Attorney.   
 
 Fuel Industries hereby constitutes and appoints the Lender or any officer thereof as its 
true and lawful attorney, effective upon the occurrence of an Event of Default that is continuing, 
with full power of substitution, to execute all documents and take all actions as may be necessary 
or desirable to perform any obligations of Fuel Industries arising pursuant to this Agreement, and 
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in executing such documents and taking such actions, to use the name of Fuel Industries 
whenever and wherever it may be considered necessary or expedient.  These powers are coupled 
with an interest and are irrevocable until all of the Obligations have been repaid in full and this 
Agreement is terminated and the Security Interest created herein has been released.  This 
appointment, coupled with an interest, shall not be revoked by the insolvency, bankruptcy, 
dissolution, liquidation or other termination of the existence of Fuel Industries or for any other 
reason. 
 
6.3 Separate Security.   
 
 This Agreement and the Security Interest are in addition to and not in substitution for any 
other security now or hereafter held by the Lender in respect of Fuel Industries, the Obligations 
or the Collateral and any other present and future rights or remedies which the Lender might 
have with respect thereto. 
 
6.4 Lender Not Obliged to Advance.  
 

Nothing in this Agreement shall obligate the Lender to make any loan or accommodation 
to Fuel Industries or any other party in connection with this Agreement, or extend the time for 
payment or satisfaction of any Obligations. 
 
6.5 Amalgamation of Fuel Industries.  
 

Fuel Industries acknowledges and agrees that in the event that it amalgamates with any 
other persons (which it is prohibited from doing without the prior written consent of the Lender) 
then the Collateral and the Security Interest shall extend to and include all like property of the 
amalgamated corporation and all references herein to Fuel Industries shall extend to and include 
the amalgamated corporation and all references herein to Obligations shall extend to and include 
all of the debts, liabilities and obligations of every type and kind of the amalgamated 
corporation. 
 
6.6 Amendments.   

 
This Agreement may not be amended or otherwise modified except by an instrument in 

writing executed by all the parties hereto. 
 
6.7 Waivers.   

 
The Lender shall not, by any act, delay, omission or otherwise, be deemed to have 

expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver shall 
be in writing and executed by an authorized officer of the Lender.  Any such waiver shall be 
enforceable only to the extent specifically set forth therein.  A waiver by the Lender of any right, 
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any 
such right, power and/or remedy which the Lender would otherwise have on any future occasion, 
whether similar in kind or otherwise. 
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6.8 Assignment.  
 

The Lender may from time to time upon notice to, but without the consent of Fuel 
Industries, assign or transfer this Agreement and the Obligations or any portion thereof or 
interest therein to any other party (the “Assignee”).  The Assignee shall, to the extent of the 
interest so assigned or transferred, be entitled to the benefit of and the right to enforce this 
Agreement to the same extent as if the Assignee were the Lender.  Fuel Industries shall not be 
entitled to assign or transfer this Agreement or any of Fuel Industries’ rights, duties or 
obligations hereunder without the prior written consent of the Lender. 
 
6.9 Release and Reconveyance.  
  
  Upon payment in full of the Obligations to the Lender, the Lender shall upon receipt of a 
written request from Fuel Industries release the Security Interest and reassign the Collateral to 
Fuel Industries without recourse and without representations or warranties, and the Lender shall 
at the request and expense of Fuel Industries execute and deliver all such discharges, releases, 
reassignments and further assurances as may be reasonably required in this regard. 
 
6.10 Number, Gender and Persons.   
 

Unless the context otherwise requires, words importing the singular in number only shall 
include the plural and vice versa, words importing the use of gender shall include the masculine, 
feminine and neuter genders and words importing persons shall include individuals, 
corporations, partnerships, associations, trusts, unincorporated organizations, governmental 
bodies and other legal or business entities. 
 
6.11 Severability.  
 

If any provision of this Agreement is determined by a court of competent jurisdiction to 
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect 
the validity, legality or enforceability of the remaining provisions hereof, and each such 
provision shall be interpreted in such a manner as to render them valid, legal and enforceable to 
the greatest extent permitted by applicable law.  Each provision of this Agreement is declared to 
be separate, severable and distinct. 

 
6.12 Successors and Assigns.   
 

This Agreement shall enure to the benefit of the Lender and its successors and assigns, 
and shall be binding upon Fuel Industries and its, legal representatives, heirs, executors, 
administrators, successors and permitted assigns. 
 
6.13 Time.  
 

Time shall be of the essence of this Agreement.   
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6.14  Execution by E-mail.  
 
  Delivery of an executed copy of a signature page to this Agreement by electronic 
transmission shall be effective as delivery of a manually executed copy of this Agreement and 
Fuel Industries undertakes to provide the Lender with a copy of this Agreement bearing original 
signatures forthwith upon demand. 
 
6.15  Governing Law and Attornment.  
 
  This Agreement shall be governed by and interpreted in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein.  Without prejudice to the 
ability of the Lender to enforce this Agreement in any other proper jurisdiction where Fuel 
Industries has property, Fuel Industries irrevocably submits and attorns to the non-exclusive 
jurisdiction of the courts of the Province of Ontario in connection with this Agreement. 
 
6.16 Entire Agreement.   
 
 This Agreement, the Interim Loan Agreement and the Note and any other documents 
delivered pursuant hereto and thereto including any schedules attached hereto and thereto 
constitutes the entire agreement between Fuel Industries and the Lender relating to the subject-
matter hereof and supersede all prior agreements, representations, warranties, conditions or 
collateral agreements, whether oral or written, express or implied, with respect to the subject 
matter hereof. 
 
6.17 Further Assurances.  
 

Fuel Industries shall forthwith, at its own expense and from time to time, do or file, or 
cause to be done or filed, all such things and shall execute and deliver all such documents, 
agreements, opinions, certificates and instruments reasonably requested by the Lender or its 
counsel as may be necessary or desirable to complete the transactions contemplated by this 
Agreement and carry out its provisions and intention. 
 
6.18  Set-Off.  
 

The Lender may at any time and from time to time, without notice to Fuel Industries or to 
any other Person, set-off, appropriate and apply any and all deposits, general or special, matured 
or unmatured, held by or for the benefit of Fuel Industries with the Lender (which for greater 
certainty includes any affiliate of the Lender) and any indebtedness and liability of the Lender 
(which for greater certainty includes any affiliate of the Lender) to Fuel Industries, matured or 
unmatured, against and on account of the Obligations when due, in such order of application as 
the Lender may from time to time determine. 

 
6.19 Copy of Agreement.  
 
 Fuel Industries acknowledges receipt of an executed copy of this Agreement.  
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GENERAL SECURITY AGREEMENT 
 

THIS AGREEMENT dated as of June 22nd, 2016.  
 
BETWEEN:  

 
FUEL TECHNOLOGIES INC.,  
 
(the “Borrower”) 

OF THE FIRST PART 
 
- and - 
 
CHOU ASSOCIATES MANAGEMENT INC., 

 
(the “Lender”) 
 

OF THE SECOND PART 
 

WHEREAS the Lender and Fuel Industries Inc. (“Fuel Industries”) are party to a loan 
agreement dated February 9, 2015 (the “Loan Agreement”) pursuant to which the Lender 
extended to Fuel Industries a non-revolving, reducing credit facility in the principal amount of 
$7,500,000 (“Facility Maximum Amount”);  

AND WHEREAS the Lender and the Borrower are party to an Interim Loan Agreement dated 
June 22, 2016 (the “Interim Loan Agreement”) pursuant to which the Lender extended to the 
Debtor Parties an additional non-revolving, reducing credit facility in the principal amount of 
$1,100,000 (the “Interim Facility Maximum Amount”) as evidenced by a grid promissory note 
(the “Note”) dated June 22, 2016 issued by the Borrower in favour of the Lender and pursuant to 
the terms and conditions of the Interim Loan Agreement; 
 
AND WHEREAS in order to secure the Borrower’s obligations to the Lender under the Interim 
Loan Agreement, the Note and the Loan Agreement, the Borrower has agreed to execute and 
deliver this Agreement in favour of the Lender; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 

 
ARTICLE 1 - DEFINITIONS 

1.1 Definitions 
 
 Any capitalized term not defined in this Agreement shall have the meaning ascribed to 
such terms in the Interim Loan Agreement and the Note, as applicable. 
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ARTICLE 2 – GRANT OF SECURITY INTEREST 
 

2.1 Obligations Secured.   
 
 The Security Interest (as hereinafter defined) is granted to the Lender by the Borrower as 
continuing security for the payment of all present and future indebtedness and liabilities of the 
Borrower to the Lender, including interest thereon, and for the prompt and complete 
performance of all other present and future obligations of the Borrower to the Lender, whether 
direct or indirect, contingent or absolute, and all expenses, costs and charges incurred by or on 
behalf of the Lender in connection with this Agreement, the Security Interest or the Collateral, 
including all reasonable legal fees, court costs, receiver's or agent's remuneration and other 
expenses of taking possession of, repairing, protecting, insuring, preparing for disposition, 
realizing, collecting, selling, transferring, delivering or obtaining payment for the Collateral, and 
of taking, defending or participating in any action or proceeding in connection with any of the 
foregoing matters or otherwise in connection with the Lender’s interest in any Collateral, 
whether or not directly relating to the enforcement of this Agreement, the Interim Loan 
Agreement, the Note, the Loan Agreement or any other loan document (collectively, the 
“Obligations”). 
 
2.2 Creation of Security Interest.   
 
 As general and continuing security for the payment and performance when due of all the 
Obligations, the Borrower hereby mortgages, pledges, hypothecates, transfers, assigns and 
charges to the Lender, and hereby grants to the Lender a security interest in (such mortgages, 
pledges, hypothecations, transfers, assignments, charges and security interests are referred to 
collectively as the “Security Interest”) all present and after-acquired undertaking and property 
of the Borrower of any nature whatsoever (such undertaking and property are referred to 
collectively as the “Collateral”) including, without limitation, the following:   
 

(a) Equipment - all present and future equipment of the Borrower, including all 
machinery, fixtures, plant, tools, furniture, vehicles of any kind or description, all 
spare parts, accessories installed in or affixed or attached to any of the foregoing, 
and all drawings, specifications, plans and manuals relating thereto 
(“Equipment”); 

 
(b) Inventory - all present and future inventory of the Borrower, including all raw 

materials, materials used or consumed in the business of the Borrower, work-in-
progress, finished goods, goods used for packing, materials used in the business 
of the Borrower not intended for sale, and goods acquired or held for sale or 
furnished or to be furnished under contracts of rental or service (“Inventory”);  

 
(c) Accounts - all present and future debts, demands and amounts due or accruing 

due to the Borrower whether or not earned by performance, including without 
limitation its book debts, accounts receivable, and claims under policies of 
insurance, and all contracts, security interests and other rights and benefits in 
respect thereof (“Accounts”); 
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(d) Intangibles - all present and future intangible personal property of the Borrower, 

including all contract rights, goodwill, patents, trade marks, copyrights and other 
intellectual property, and all other choses in action of the Borrower of every kind, 
whether due at the present time or hereafter to become due or owing;  

 
(e) Documents of Title - all present and future documents of title of the Borrower, 

whether negotiable or otherwise, including all warehouse receipts and bills of 
lading; 

 
(f) Chattel Paper - all present and future agreements made between the Borrower as 

secured party and others which evidence both a monetary obligation and a 
security interest in or a lease of specific goods (“Chattel Paper”); 

 
(g) Instruments - all present and future bills, notes and cheques, and all other 

writings that evidence a right to the payment of money and are of a type that in 
the ordinary course of business are transferred by delivery without any necessary 
endorsement or assignment (“Instruments”); 

 
(h) Money - all present and future money of the Borrower, whether authorized or 

adopted by the Parliament of Canada as part of its currency or any foreign 
government as part of its currency (“Money”); 

 
(i) Securities - all present and future securities held by the Borrower, including 

shares, options, rights, warrants, joint venture interests, interests in limited 
partnerships, bonds, debentures and all other documents which constitute 
evidence of a share, participation or other interest of the Borrower in property or 
in an enterprise or which constitute evidence of an obligation of the issuer, , and 
including any uncertificated security as applicable and all substitutions therefor 
and dividends and income derived therefrom (“Securities”); 

 
(j) Documents - all books, accounts, invoices, letters, papers, documents and other 

records in any form or medium evidencing or relating to collateral subject to the 
Security Interest; 

 
(k) Real Property - all real and immovable property, wherever situate, and all 

buildings, structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; and 

 
(l) Proceeds - all personal property in any form derived directly or indirectly from 

any dealing with collateral subject to the Security Interest or the proceeds 
therefrom, including insurance proceeds and any other payment representing 
indemnity or compensation for loss of or damage thereto or the proceeds 
therefrom (“Proceeds”). 
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2.3 Without limiting the generality of the description of Collateral as set out in Section 2.2, 
and for greater certainty, the Collateral shall include all present and future real and personal 
property of the Borrower located on or about or in transit to or from the address of the Borrower 
set out in this Agreement. 

 
ARTICLE 3 - COLLATERAL 

3.1 Attachment.   
 
 (a) The Borrower acknowledges and agrees that: (i) value has been given, (ii) the 
Borrower has rights in the Collateral, and (iii) the Security Interest shall attach to existing 
Collateral upon execution of this Agreement by the Borrower and to each item of after-acquired 
Collateral at the time that the Borrower acquires any rights therein. 
 
 (b) If any Securities or Instruments are now or at any time become evidenced, in 
whole or in part, by uncertificated securities registered or recorded in records maintained by or 
on behalf of the issuer thereof in the name of a clearing agency or a custodian or of a nominee of 
either, the Borrower will, at the written request and option of the Lender: (i) cause an appropriate 
entry to be made in the records of the clearing agency or custodian to record the interest of the 
Lender in such Securities or Instruments created pursuant to this Agreement or (ii) cause the 
Lender to have control over such Securities or Instruments. 
 
 (c) At the written request of the Lender upon the occurrence of an Event of Default 
which is continuing, the Borrower will: (i) cause the transfer of any Securities or Instruments to 
the Lender to be registered wherever such registration may be required or advisable in the 
reasonable opinion of the Lender, (ii) duly endorse any such Securities or Instruments for 
transfer in blank or register them in the name of the Lender or its nominee or otherwise as the 
Lender may reasonably direct, (iii) immediately deliver to the Lender any and all consents or 
other documents which may be necessary to effect the transfer of any such Securities or 
Instruments to the Lender or any third party and (iv) deliver to or otherwise cause the Lender to 
have control over such Securities or Instruments. 
 
3.2 Dealings with Collateral.   
 
 Until the Security Interest becomes enforceable, the Borrower may sell its Inventory and 
collect its Accounts in the ordinary course of its business; provided that after the Security 
Interest becomes enforceable, all Accounts collected by the Borrower shall be immediately 
remitted to the Lender.  Until remitted, all Accounts received by the Borrower shall be held by 
the Borrower as agent and in trust for the Lender.   
 
3.3 Notification to Account Borrowers.   
 
 The Lender may, upon the occurrence of an Event of Default which is continuing, notify 
any person obligated to the Borrower in respect of an Account, Chattel Paper or an Instrument to 
make payment to the Lender of all such present and future amounts due thereon.  
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3.4 Exception re Leasehold Interests and Contractual Rights.   
 
 The last day of the term of any lease, sublease or agreement therefor is specifically 
excepted from the Security Interest, but the Borrower agrees to stand possessed of such last day 
in trust for any person acquiring such interest of the Borrower.  To the extent that the creation of 
the Security Interest would constitute a breach or cause the acceleration of any agreement, right, 
licence or permit to which the Borrower is a party, the Security Interest shall not attach thereto, 
but the Borrower shall hold its interest therein in trust for the Lender, and the Security Interest 
shall attach to such agreement, right, license or permit forthwith upon obtaining the consent of 
the other party thereto. 
 

ARTICLE 4 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

4.1 Representations and Warranties.   
 
 The Borrower hereby represents and warrants as follows to the Lender and acknowledges 
that the Lender is relying thereon:  
 

(a) the Borrower has the capacity and authority to incur the Obligations, create the 
Security Interest and generally perform its obligations under this Agreement; 

 
(b) the execution and delivery of this Agreement and the performance by the 

Borrower of its obligations hereunder have been duly authorized by all necessary 
proceedings; 

 
(c) the Borrower’s registered office is at the address set out in Section 6.1 of this 

Agreement; and 
 
(d) the Collateral is located at the places warranted herein and at no other place. 
 

4.2 Covenants of Borrower.   
 
 The Borrower covenants and agrees in favour of the Lender as follows:  

 
(a) not to further encumber the Collateral after the date hereof except for the Security 

Interest and except as disclosed in writing by the Borrower to the Lender;  
 
(b) to keep the Collateral in good condition, and to keep the Collateral located at the 

places warranted herein or in any other Loan Document;  
 

(c) to obtain from financially responsible insurance companies and maintain 
insurance in respect of such risks and in such amounts as the Lender may 
reasonably require from time to time, and such insurance shall include a standard 
mortgage clause approved by the Insurance Bureau of Canada, and the Borrower 
agrees to cause the interest of the Lender to be noted as its interest might appear 
on such policies of insurance (except public liability insurance), to furnish the 
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Lender with certificates of insurance and certified copies of such policies and to 
name the Lender as loss payee of such policies; 

  
(d) to promptly notify the Lender of any loss or damage to the Collateral, and of any 

change in any information provided in this Agreement;  
 
(e) to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation 

pay, workers' compensation assessments, and any other charges which could 
result in the creation of a statutory lien or deemed trust in respect of the 
Collateral;  

 
(f) to deliver to the Lender such information concerning the Collateral or the 

Borrower as the Lender may reasonably request from time to time, including aged 
lists of Inventory and Accounts and annual and monthly financial statements of 
the Borrower;  

 
(g) to allow the Lender to have access to all premises of the Borrower upon prior 

written notice and during normal business hours, at which Collateral may be 
located to verify the existence and state of the Collateral in any manner the 
Lender may consider appropriate and the Borrower agrees to furnish all assistance 
and information and to perform all such acts as the Lender may reasonably 
request in connection therewith;  

 
(h) at any time while the Obligations are outstanding hereunder, the Borrower shall, 

at its own expense, do, make, execute or deliver all such further acts, documents 
and things as the Lender may reasonably require from time to time for the purpose 
of giving effect to the loan documents including, without limitation, for the 
purpose of facilitating the enforcement of the Security Interest, all immediately 
upon the request of the Lender; and 

 
(i) to deliver to the Lender any and all Pledged Securities and other materials as may 

be required from time to time to provide the Lender with control over all Pledged 
Securities.  At the request of the Lender, the Borrower shall cause all Pledged 
Securities certificates to be registered in the name of the Lender or its nominee as 

the Lender may direct in writing. 
 

ARTICLE 5 – ENFORCEMENT AND REMEDIES 
5.1 Enforcement.   
 
 The Security Interest shall be enforceable immediately upon the occurrence of an Event 
of Default which is continuing. 
 
5.2 Remedies.   
 
 Upon the occurrence of an Event of Default which is continuing, the Lender shall have 
the following remedies in addition to any other remedies available at law or equity or contained 
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in any other agreement between the Borrower and the Lender, all of which remedies shall be 
independent and cumulative:  

 
(a) entry of any premises where Collateral may be located;  
 
(b) possession of Collateral by any method permitted by law;  
 
(c) the sale or lease of Collateral; 
 
(d) the collection of any rents, income and profits received in connection with the 

business of the Borrower or the Collateral;  
 
(e) the collection, realization, sale or other dealing with any Accounts; 
 
(f) the appointment by instrument in writing of a receiver or a receiver and manager 

(each of which is herein called a “Receiver”) of the Collateral; 
 
(g) the exercise by the Lender of any of the powers  set out in Section 5.2, without the 

appointment of a Receiver; 
 
(h) proceedings in any court of competent jurisdiction for the appointment of a 

receiver or a receiver and manager or for the sale of the Collateral;  
 
(i) the filing of proofs of claim and other documents in order to have the claims of 

the Lender lodged in any bankruptcy, winding-up or other judicial proceeding 
relating to the Borrower; and 

 
(j) any other remedy or proceeding authorized or permitted under the Personal 

Property Security Act (Ontario) or otherwise by legislation, law or equity. 
 

5.3 Powers of Receiver.   
 
 Any Receiver appointed by the Lender may be any person or persons, and the Lender 
may remove any Receiver so appointed and appoint another or others instead.  Any Receiver 
appointed shall act as agent for the Lender for the purposes of taking possession of the Collateral 
and (except as provided below) as agent for the Borrower for all other purposes, including 
without limitation the occupation of any premises of the Borrower and in carrying on the 
Borrower's business.  For the purposes of realizing upon the Security Interest, the Receiver may 
sell, lease or otherwise dispose of Collateral as agent for the Borrower or as agent for the Lender 
as it may determine in its discretion.  The Borrower agrees to ratify and confirm all actions of the 
Receiver acting as agent for the Borrower, and to release and indemnify the Receiver in respect 
of all such actions. Any Receiver so appointed shall have the following powers:  
 

(a) to enter upon, use and occupy all premises owned or occupied by the Borrower; 
 
(b) to take possession of the Collateral; 
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(c) to carry on the business of the Borrower;  
 
(d) to borrow money required for the maintenance, preservation or protection of the 

Collateral or for the carrying on of the business of the Borrower, and in the 
discretion of such Receiver, to charge and grant further security interests in the 
Collateral in priority to the Security Interest, as security for the money so 
borrowed;  

 
(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such 

terms and conditions and in such manner as the Receiver shall determine in its 
discretion;   

 
(f) to demand, commence, continue or defend any judicial or administrative 

proceedings for the purpose of protecting, seizing, collecting, realizing or 
obtaining possession or payment of the Collateral, and to give valid and effectual 
receipts and discharges therefor and to compromise or give time for the payment 
or performance of all or any part of the Accounts or any other obligation of any 
third party to the Borrower; and 

 
(g) to exercise any rights or remedies which could have been exercised by the Lender 

against the Borrower or the Collateral.  
 
5.4 Disposition.   
 
 The Lender may sell, lease or otherwise dispose of any Collateral as a whole or in 
separate parcels by public auction or private tender or by private contract with or without notice 
and with or without advertising and without any other formality, all of which are hereby 
expressly waived by the Borrower and any such sale, lease or disposition shall be on such terms 
and conditions as to credit, as to upset or reserve bid or price and otherwise as the Lender may 
consider commercially reasonable.  In the event that any disposition is made on credit or part 
cash and part credit, the Lender need only credit the actual cash received at the time of 
disposition against the Obligations and any payments made pursuant to any credit granted at the 
time of the disposition shall be credited against the Obligations as and when received.  The 
Lender may rescind, terminate or vary any contract for the sale, lease or disposition of any 
Collateral and may resell, relet or otherwise redispose of the Collateral without being 
accountable or otherwise liable for any loss occasioned thereby.  Any sale, lease or other 
disposition of any Collateral may be made by the Lender whether or not it has taken possession 
of the Collateral. 
 
5.5 Failure of the Lender to Exercise Remedies.   
 
 The Lender shall not be liable for any delay or failure to enforce any remedies available 
to it or any delay or failure to institute any proceedings for such purposes.   The Lender may 
compound, compromise, grant extensions, take and give up securities, accept compositions, grant 
releases and discharges and otherwise deal with the the Borrower and others and with the 
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Accounts as the Lender may see fit, without the prejudice to the liability of the Borrower or the 
Lender’s right to hold and realize on the Accounts. 
 
5.6 Application of Payments.   
  
 All payments made in respect of the Obligations and all monies received by the Lender or 
any Receiver appointed by the Lender in respect of the enforcement of the Security Interest 
(including the receipt of any Money) may be held as security for the Obligations or applied in 
such manner as may be determined in the discretion of the Lender or the Receiver, as the case 
may be, and the Lender may at any time apply or change any such appropriation of such 
payments or monies to such part or parts of the Obligations as the Lender may determine in its 
discretion.  The Borrower shall remain liable to the Lender for any deficiency; and any surplus 
funds realized after the satisfaction of all Obligations shall be paid in accordance with applicable 
law.  
 
5.7 Dealings by the Lender.   
 
 The Lender may grant extensions of time and other indulgences, take and give up 
securities, accept compositions, grant releases and discharges, and otherwise deal with the 
Collateral, the Borrower and others as the Lender may see fit, without prejudice to the 
Obligations and the rights of the Lender to hold and realize upon the Security Interest.  The 
Lender has no obligation to keep Collateral identifiable, or to preserve rights against prior 
secured creditors in respect of any Collateral. 
 
 

ARTICLE 6 – GENERAL PROVISIONS 
6.1 Notice.   
 

Any demand, notice, direction or other communication to be made or given hereunder 
shall be made or given in accordance with the Interim Loan Agreement.  

 
6.2 Power of Attorney.   
 
 The Borrower hereby constitutes and appoints the Lender or any officer thereof as its true 
and lawful attorney, effective upon the occurrence of an Event of Default that is continuing, with 
full power of substitution, to execute all documents and take all actions as may be necessary or 
desirable to perform any obligations of the Borrower arising pursuant to this Agreement, and in 
executing such documents and taking such actions, to use the name of the Borrower whenever 
and wherever it may be considered necessary or expedient.  These powers are coupled with an 
interest and are irrevocable until all of the Obligations have been repaid in full and this 
Agreement is terminated and the Security Interest created herein has been released.  This 
appointment, coupled with an interest, shall not be revoked by the insolvency, bankruptcy, 
dissolution, liquidation or other termination of the existence of the Borrower or for any other 
reason. 
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6.3 Separate Security.   
 
 This Agreement and the Security Interest are in addition to and not in substitution for any 
other security now or hereafter held by the Lender in respect of the Borrower, the Obligations or 
the Collateral and any other present and future rights or remedies which the Lender might have 
with respect thereto. 
 
6.4 Lender Not Obliged to Advance.  
 

Nothing in this Agreement shall obligate the Lender to make any loan or accommodation 
to the Borrower or any other party in connection with this Agreement, or extend the time for 
payment or satisfaction of any Obligations. 
 
6.5 Amalgamation of Borrower.  
 

The Borrower acknowledges and agrees that in the event that it amalgamates with any 
other persons (which it is prohibited from doing without the prior written consent of the Lender) 
then the Collateral and the Security Interest shall extend to and include all like property of the 
amalgamated corporation and all references herein to Borrower shall extend to and include the 
amalgamated corporation and all references herein to Obligations shall extend to and include all 
of the debts, liabilities and obligations of every type and kind of the amalgamated corporation. 
 
6.6 Amendments.   

 
This Agreement may not be amended or otherwise modified except by an instrument in 

writing executed by all the parties hereto. 
 
6.7 Waivers.   

 
The Lender shall not, by any act, delay, omission or otherwise, be deemed to have 

expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver shall 
be in writing and executed by an authorized officer of the Lender.  Any such waiver shall be 
enforceable only to the extent specifically set forth therein.  A waiver by the Lender of any right, 
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any 
such right, power and/or remedy which the Lender would otherwise have on any future occasion, 
whether similar in kind or otherwise. 
 
6.8 Assignment.  
 

The Lender may from time to time upon notice to, but without the consent of the 
Borrower, assign or transfer this Agreement and the Obligations or any portion thereof or interest 
therein to any other party (the “Assignee”).  The Assignee shall, to the extent of the interest so 
assigned or transferred, be entitled to the benefit of and the right to enforce this Agreement to the 
same extent as if the Assignee were the Lender.  The Borrower shall not be entitled to assign or 
transfer this Agreement or any of the Borrower’s rights, duties or obligations hereunder without 
the prior written consent of the Lender. 
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6.9 Release and Reconveyance.  
  
  Upon payment in full of the Obligations to the Lender, the Lender shall upon receipt of a 
written request from the Borrower release the Security Interest and reassign the Collateral to the 
Borrower without recourse and without representations or warranties, and the Lender shall at the 
request and expense of the Borrower execute and deliver all such discharges, releases, 
reassignments and further assurances as may be reasonably required in this regard. 
 
6.10 Subordination and Letter Agreement.  
 

The Lender acknowledges that its rights hereunder are subject to the subordination and 
letter agreement between the Lender, Royal Bank of Canada and the Borrower dated February 3, 
2015, as such documents may be amended, from time to time (collectively, the “RBC 
Agreements”) and that the Borrower’s representations, warranties, covenants and agreements 
hereunder are subject to such RBC Agreements and that any actions or steps taken or omitted to 
be taken in compliance with the terms of the RBC Agreements and the priorities set out therein 
shall not be deemed to be an Event of Default under this Agreement. 
 
6.11 Number, Gender and Persons.   
 

Unless the context otherwise requires, words importing the singular in number only shall 
include the plural and vice versa, words importing the use of gender shall include the masculine, 
feminine and neuter genders and words importing persons shall include individuals, 
corporations, partnerships, associations, trusts, unincorporated organizations, governmental 
bodies and other legal or business entities. 
 
6.12 Severability.  
 

If any provision of this Agreement is determined by a court of competent jurisdiction to 
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect 
the validity, legality or enforceability of the remaining provisions hereof, and each such 
provision shall be interpreted in such a manner as to render them valid, legal and enforceable to 
the greatest extent permitted by applicable law.  Each provision of this Agreement is declared to 
be separate, severable and distinct. 
 
6.13 Successors and Assigns.   
 

This Agreement shall enure to the benefit of the Lender and its successors and assigns, 
and shall be binding upon the Borrower and its, legal representatives, heirs, executors, 
administrators, successors and permitted assigns. 
 
6.14 Time.  
 

Time shall be of the essence of this Agreement.   
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6.15  Execution by E-mail.  
 
  Delivery of an executed copy of a signature page to this Agreement by electronic 
transmission shall be effective as delivery of a manually executed copy of this Agreement and 
the Borrower undertakes to provide the Lender with a copy of this Agreement bearing original 
signatures forthwith upon demand. 
 
6.16  Governing Law and Attornment.  
 
  This Agreement shall be governed by and interpreted in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein.  Without prejudice to the 
ability of the Lender to enforce this Agreement in any other proper jurisdiction where the 
Borrower has property, the Borrower irrevocably submits and attorns to the non-exclusive 
jurisdiction of the courts of the Province of Ontario in connection with this Agreement. 
 
6.17 Entire Agreement.   
 
 This Agreement, the Interim Loan Agreement, the Note, the Loan Agreement and any 
other documents delivered pursuant hereto and thereto including any schedules attached hereto 
and thereto constitutes the entire agreement between the Borrower and the Lender relating to the 
subject-matter hereof and supersede all prior agreements, representations, warranties, conditions 
or collateral agreements, whether oral or written, express or implied, with respect to the subject 
matter hereof. 
 
6.18 Further Assurances.  
 

The Borrower shall forthwith, at its own expense and from time to time, do or file, or 
cause to be done or filed, all such things and shall execute and deliver all such documents, 
agreements, opinions, certificates and instruments reasonably requested by the Lender or its 
counsel as may be necessary or desirable to complete the transactions contemplated by this 
Agreement and carry out its provisions and intention. 
 
6.19  Set-Off.  
 

The Lender may at any time and from time to time, without notice to the Borrower or to 
any other Person, set-off, appropriate and apply any and all deposits, general or special, matured 
or unmatured, held by or for the benefit of the Borrower with the Lender (which for greater 
certainty includes any affiliate of the Lender) and any indebtedness and liability of the Lender 
(which for greater certainty includes any affiliate of the Lender) to the Borrower, matured or 
unmatured, against and on account of the Obligations when due, in such order of application as 
the Lender may from time to time determine. 

 
6.20 Copy of Agreement.  
 
 The Borrower acknowledges receipt of an executed copy of this Agreement.  
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GENERAL SECURITY AGREEMENT 
 

THIS AGREEMENT dated as of June 22nd, 2016.  
 
BETWEEN:  

 
FUEL INDUSTRIES (U.S.) INC. 
 
(“Industries Co”) 

OF THE FIRST PART 
 
- and - 
 
CHOU ASSOCIATES MANAGEMENT INC., 

 
(the “Lender”) 
 

OF THE SECOND PART 
 

WHEREAS the Lender and Fuel Industries Inc. (“Fuel Industries”) are party to a loan 
agreement dated February 9, 2015 (the “Loan Agreement”) pursuant to which the Lender 
extended to Fuel Industries a non-revolving, reducing credit facility in the principal amount of 
$7,500,000 (“Facility Maximum Amount”);  

AND WHEREAS the Lender and Fuel Technologies Inc. (the “Borrower”) are party to an 
Interim Loan Agreement dated June 22, 2016 (the “Interim Loan Agreement”) pursuant to 
which the Lender extended to the Debtor Parties an additional non-revolving, reducing credit 
facility in the principal amount of $1,100,000 (the “Interim Facility Maximum Amount”) as 
evidenced by a grid promissory note (the “Note”) dated June 22, 2016 issued by the Borrower in 
favour of the Lender and pursuant to the terms and conditions of the Interim Loan Agreement; 
 
AND WHEREAS in order to secure the Borrower’s obligations to the Lender under the Interim 
Loan Agreement, the Note and the Loan Agreement, Industries Co has agreed to execute and 
deliver this Agreement in favour of the Lender; 
 
NOW THEREFORE for good and valuable consideration (the receipt and sufficiency of which 
is hereby acknowledged), the parties hereto hereby agree as follows: 

 
ARTICLE 1 - DEFINITIONS 

1.1 Definitions 
 
 Any capitalized term not defined in this Agreement shall have the meaning ascribed to 
such terms in the Interim Loan Agreement and the Note, as applicable. 
 
 
 

298



2 

 

ARTICLE 2 – GRANT OF SECURITY INTEREST 
 

2.1 Obligations Secured.   
 
 The Security Interest (as hereinafter defined) is granted to the Lender by Industries Co as 
continuing security for the payment of all present and future indebtedness and liabilities of the 
Borrower to the Lender, including interest thereon, and for the prompt and complete 
performance of all other present and future obligations of the Borrower to the Lender, whether 
direct or indirect, contingent or absolute, and all expenses, costs and charges incurred by or on 
behalf of the Lender in connection with this Agreement, the Security Interest or the Collateral, 
including all reasonable legal fees, court costs, receiver's or agent's remuneration and other 
expenses of taking possession of, repairing, protecting, insuring, preparing for disposition, 
realizing, collecting, selling, transferring, delivering or obtaining payment for the Collateral, and 
of taking, defending or participating in any action or proceeding in connection with any of the 
foregoing matters or otherwise in connection with the Lender’s interest in any Collateral, 
whether or not directly relating to the enforcement of this Agreement, the Interim Loan 
Agreement, the Note, the Loan Agreement or any other loan document (collectively, the 
“Obligations”). 
 
2.2 Creation of Security Interest.   
 
 As general and continuing security for the payment and performance when due of all the 
Obligations, Industries Co hereby mortgages, pledges, hypothecates, transfers, assigns and 
charges to the Lender, and hereby grants to the Lender a security interest in (such mortgages, 
pledges, hypothecations, transfers, assignments, charges and security interests are referred to 
collectively as the “Security Interest”) all present and after-acquired undertaking and property 
of Industries Co of any nature whatsoever (such undertaking and property are referred to 
collectively as the “Collateral”) including, without limitation, the following:   
 

(a) Equipment - all present and future equipment of Industries Co, including all 
machinery, fixtures, plant, tools, furniture, vehicles of any kind or description, all 
spare parts, accessories installed in or affixed or attached to any of the foregoing, 
and all drawings, specifications, plans and manuals relating thereto 
(“Equipment”); 

 
(b) Inventory - all present and future inventory of Industries Co, including all raw 

materials, materials used or consumed in the business of Industries Co, work-in-
progress, finished goods, goods used for packing, materials used in the business 
of Industries Co not intended for sale, and goods acquired or held for sale or 
furnished or to be furnished under contracts of rental or service (“Inventory”);  

 
(c) Accounts - all present and future debts, demands and amounts due or accruing 

due to Industries Co whether or not earned by performance, including without 
limitation its book debts, accounts receivable, and claims under policies of 
insurance, and all contracts, security interests and other rights and benefits in 
respect thereof (“Accounts”); 
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(d) Intangibles - all present and future intangible personal property of Industries Co, 

including all contract rights, goodwill, patents, trade marks, copyrights and other 
intellectual property, and all other choses in action of Industries Co of every kind, 
whether due at the present time or hereafter to become due or owing;  

 
(e) Documents of Title - all present and future documents of title of Industries Co, 

whether negotiable or otherwise, including all warehouse receipts and bills of 
lading; 

 
(f) Chattel Paper - all present and future agreements made between Industries Co as 

secured party and others which evidence both a monetary obligation and a 
security interest in or a lease of specific goods (“Chattel Paper”); 

 
(g) Instruments - all present and future bills, notes and cheques, and all other 

writings that evidence a right to the payment of money and are of a type that in 
the ordinary course of business are transferred by delivery without any necessary 
endorsement or assignment (“Instruments”); 

 
(h) Money - all present and future money of Industries Co, whether authorized or 

adopted by the Parliament of Canada as part of its currency or any foreign 
government as part of its currency (“Money”); 

 
(i) Securities - all present and future securities held by Industries Co, including 

shares, options, rights, warrants, joint venture interests, interests in limited 
partnerships, bonds, debentures and all other documents which constitute 
evidence of a share, participation or other interest of Industries Co in property or 
in an enterprise or which constitute evidence of an obligation of the issuer, and 
including any uncertificated security as applicable and all substitutions therefor 
and dividends and income derived therefrom (“Securities”); 

 
(j) Documents - all books, accounts, invoices, letters, papers, documents and other 

records in any form or medium evidencing or relating to collateral subject to the 
Security Interest; 

 
(k) Real Property - all real and immovable property, wherever situate, and all 

buildings, structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; and 

 
(l) Proceeds - all personal property in any form derived directly or indirectly from 

any dealing with collateral subject to the Security Interest or the proceeds 
therefrom, including insurance proceeds and any other payment representing 
indemnity or compensation for loss of or damage thereto or the proceeds 
therefrom (“Proceeds”). 
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2.3 Without limiting the generality of the description of Collateral as set out in Section 2.2, 
and for greater certainty, the Collateral shall include all present and future real and personal 
property of Industries Co located on or about or in transit to or from the address of Industries Co 
set out in this Agreement. 

 
ARTICLE 3 - COLLATERAL 

3.1 Attachment.   
 
 (a) Industries Co acknowledges and agrees that: (i) value has been given, (ii) 
Industries Co has rights in the Collateral, and (iii) the Security Interest shall attach to existing 
Collateral upon execution of this Agreement by Industries Co and to each item of after-acquired 
Collateral at the time that Industries Co acquires any rights therein. 
 
 (b) If any Securities or Instruments are now or at any time become evidenced, in 
whole or in part, by uncertificated securities registered or recorded in records maintained by or 
on behalf of the issuer thereof in the name of a clearing agency or a custodian or of a nominee of 
either, Industries Co will, at the written request and option of the Lender: (i) cause an appropriate 
entry to be made in the records of the clearing agency or custodian to record the interest of the 
Lender in such Securities or Instruments created pursuant to this Agreement or (ii) cause the 
Lender to have control over such Securities or Instruments. 
 
 (c) At the written request of the Lender upon the occurrence of an Event of Default 
which is continuing, Industries Co will: (i) cause the transfer of any Securities or Instruments to 
the Lender to be registered wherever such registration may be required or advisable in the 
reasonable opinion of the Lender, (ii) duly endorse any such Securities or Instruments for 
transfer in blank or register them in the name of the Lender or its nominee or otherwise as the 
Lender may reasonably direct, (iii) immediately deliver to the Lender any and all consents or 
other documents which may be necessary to effect the transfer of any such Securities or 
Instruments to the Lender or any third party and (iv) deliver to or otherwise cause the Lender to 
have control over such Securities or Instruments. 
 
3.2 Dealings with Collateral.   
 
 Until the Security Interest becomes enforceable, Industries Co may sell its Inventory and 
collect its Accounts in the ordinary course of its business; provided that after the Security 
Interest becomes enforceable, all Accounts collected by Industries Co shall be immediately 
remitted to the Lender.  Until remitted, all Accounts received by Industries Co shall be held by 
Industries Co as agent and in trust for the Lender.   
 
3.3 Notification to Account Borrowers.   
 
 The Lender may, upon the occurrence of an Event of Default which is continuing, notify 
any person obligated to Industries Co in respect of an Account, Chattel Paper or an Instrument to 
make payment to the Lender of all such present and future amounts due thereon.  
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3.4 Exception re Leasehold Interests and Contractual Rights.   
 
 The last day of the term of any lease, sublease or agreement therefor is specifically 
excepted from the Security Interest, but Industries Co agrees to stand possessed of such last day 
in trust for any person acquiring such interest of Industries Co.  To the extent that the creation of 
the Security Interest would constitute a breach or cause the acceleration of any agreement, right, 
licence or permit to which Industries Co is a party, the Security Interest shall not attach thereto, 
but Industries Co shall hold its interest therein in trust for the Lender, and the Security Interest 
shall attach to such agreement, right, license or permit forthwith upon obtaining the consent of 
the other party thereto. 
 

ARTICLE 4 – REPRESENTATIONS, WARRANTIES AND COVENANTS 
 

4.1 Representations and Warranties.   
 
 Industries Co hereby represents and warrants as follows to the Lender and acknowledges 
that the Lender is relying thereon:  
 

(a) Industries Co has the capacity and authority to incur the Obligations, create the 
Security Interest and generally perform its obligations under this Agreement; 

 
(b) the execution and delivery of this Agreement and the performance by Industries 

Co of its obligations hereunder have been duly authorized by all necessary 
proceedings; 

 
(c) Industries Co’s registered office is at the address set out in Section 6.1 of this 

Agreement; and 
 
(d) the Collateral is located at the places warranted herein and at no other place. 
 

4.2 Covenants of Industries Co.   
 
 Industries Co covenants and agrees in favour of the Lender as follows:  

 
(a) not to further encumber the Collateral after the date hereof except for the Security 

Interest and except as disclosed in writing by Industries Co to the Lender;  
 
(b) to keep the Collateral in good condition, and to keep the Collateral located at the 

places warranted herein or in any other Loan Document;  
 

(c) to obtain from financially responsible insurance companies and maintain 
insurance in respect of such risks and in such amounts as the Lender may 
reasonably require from time to time, and such insurance shall include a standard 
mortgage clause, and Industries Co agrees to cause the interest of the Lender to be 
noted as its interest might appear on such policies of insurance (except public 
liability insurance), to furnish the Lender with certificates of insurance and 

302



6 

 

certified copies of such policies and to name the Lender as loss payee of such 
policies; 

  
(d) to promptly notify the Lender of any loss or damage to the Collateral, and of any 

change in any information provided in this Agreement;  
 
(e) to promptly pay all taxes, assessments, rates, levies, payroll deductions, vacation 

pay, workers' compensation assessments, and any other charges which could 
result in the creation of a statutory lien or deemed trust in respect of the 
Collateral;  

 
(f) to deliver to the Lender such information concerning the Collateral or Industries 

Co as the Lender may reasonably request from time to time, including aged lists 
of Inventory and Accounts and annual and monthly financial statements of 
Industries Co;  

 
(g) to allow the Lender to have access to all premises of Industries Co upon prior 

written notice and during normal business hours, at which Collateral may be 
located to verify the existence and state of the Collateral in any manner the 
Lender may consider appropriate and Industries Co agrees to furnish all assistance 
and information and to perform all such acts as the Lender may reasonably 
request in connection therewith;  

 
(h) at any time while the Obligations are outstanding hereunder, Industries Co shall, 

at its own expense, do, make, execute or deliver all such further acts, documents 
and things as the Lender may reasonably require from time to time for the purpose 
of giving effect to the loan documents including, without limitation, for the 
purpose of facilitating the enforcement of the Security Interest, all immediately 
upon the request of the Lender; and 

 
(i) to deliver to the Lender any and all Pledged Securities and other materials as may 

be required from time to time to provide the Lender with control over all Pledged 
Securities.  At the request of the Lender, Industries Co shall cause all Pledged 
Securities certificates to be registered in the name of the Lender or its nominee as 

the Lender may direct in writing. 
 
 

ARTICLE 5 – ENFORCEMENT AND REMEDIES 
5.1 Enforcement.   
 
 The Security Interest shall be enforceable immediately upon the occurrence of an Event 
of Default which is continuing. 
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5.2 Remedies.   
 
 Upon the occurrence of an Event of Default which is continuing, the Lender shall have 
the following remedies in addition to any other remedies available at law or equity or contained 
in any other agreement between Industries Co and the Lender, all of which remedies shall be 
independent and cumulative:  

 
(a) entry of any premises where Collateral may be located;  
 
(b) possession of Collateral by any method permitted by law;  
 
(c) the sale or lease of Collateral; 
 
(d) the collection of any rents, income and profits received in connection with the 

business of Industries Co or the Collateral;  
 
(e) the collection, realization, sale or other dealing with any Accounts; 
 
(f) the appointment by instrument in writing of a receiver or a receiver and manager 

(each of which is herein called a “Receiver”) of the Collateral; 
 
(g) the exercise by the Lender of any of the powers  set out in Section 5.2, without the 

appointment of a Receiver; 
 
(h) proceedings in any court of competent jurisdiction for the appointment of a 

receiver or a receiver and manager or for the sale of the Collateral;  
 
(i) the filing of proofs of claim and other documents in order to have the claims of 

the Lender lodged in any bankruptcy, winding-up or other judicial proceeding 
relating to Industries Co; and 

 
(j) any other remedy or proceeding authorized or permitted under the Personal 

Property Security Act (Ontario) or otherwise by legislation, law or equity. 
 
5.3 Powers of Receiver.   
 
 Any Receiver appointed by the Lender may be any person or persons, and the Lender 
may remove any Receiver so appointed and appoint another or others instead.  Any Receiver 
appointed shall act as agent for the Lender for the purposes of taking possession of the Collateral 
and (except as provided below) as agent for Industries Co for all other purposes, including 
without limitation the occupation of any premises of Industries Co and in carrying on Industries 
Co’s business.  For the purposes of realizing upon the Security Interest, the Receiver may sell, 
lease or otherwise dispose of Collateral as agent for Industries Co or as agent for the Lender as it 
may determine in its discretion.  Industries Co agrees to ratify and confirm all actions of the 
Receiver acting as agent for Industries Co, and to release and indemnify the Receiver in respect 
of all such actions. Any Receiver so appointed shall have the following powers:  
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(a) to enter upon, use and occupy all premises owned or occupied by Industries Co; 
 
(b) to take possession of the Collateral; 
 
(c) to carry on the business of Industries Co;  
 
(d) to borrow money required for the maintenance, preservation or protection of the 

Collateral or for the carrying on of the business of Industries Co, and in the 
discretion of such Receiver, to charge and grant further security interests in the 
Collateral in priority to the Security Interest, as security for the money so 
borrowed;  

 
(e) to sell, lease or otherwise dispose of the Collateral or any part thereof on such 

terms and conditions and in such manner as the Receiver shall determine in its 
discretion;   

 
(f) to demand, commence, continue or defend any judicial or administrative 

proceedings for the purpose of protecting, seizing, collecting, realizing or 
obtaining possession or payment of the Collateral, and to give valid and effectual 
receipts and discharges therefor and to compromise or give time for the payment 
or performance of all or any part of the Accounts or any other obligation of any 
third party to Industries Co; and 

 
(g) to exercise any rights or remedies which could have been exercised by the Lender 

against Industries Co or the Collateral.  
 
5.4 Disposition.   
 
 The Lender may sell, lease or otherwise dispose of any Collateral as a whole or in 
separate parcels by public auction or private tender or by private contract with or without notice 
and with or without advertising and without any other formality, all of which are hereby 
expressly waived by Industries Co and any such sale, lease or disposition shall be on such terms 
and conditions as to credit, as to upset or reserve bid or price and otherwise as the Lender may 
consider commercially reasonable.  In the event that any disposition is made on credit or part 
cash and part credit, the Lender need only credit the actual cash received at the time of 
disposition against the Obligations and any payments made pursuant to any credit granted at the 
time of the disposition shall be credited against the Obligations as and when received.  The 
Lender may rescind, terminate or vary any contract for the sale, lease or disposition of any 
Collateral and may resell, relet or otherwise redispose of the Collateral without being 
accountable or otherwise liable for any loss occasioned thereby.  Any sale, lease or other 
disposition of any Collateral may be made by the Lender whether or not it has taken possession 
of the Collateral. 
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5.5 Failure of the Lender to Exercise Remedies.   
 
 The Lender shall not be liable for any delay or failure to enforce any remedies available 
to it or any delay or failure to institute any proceedings for such purposes.  The Lender may 
compound, compromise, grant extensions, take and give up securities, accept compositions, grant 
releases and discharges and otherwise deal with Industries Co, the Borrower and others and with 
the Accounts as the Lender may see fit, without the prejudice to the liability of Industries Co, the 
Borrower or the Lender’s right to hold and realize on the Accounts. 
 
5.6 Application of Payments.   
  
 All payments made in respect of the Obligations and all monies received by the Lender or 
any Receiver appointed by the Lender in respect of the enforcement of the Security Interest 
(including the receipt of any Money) may be held as security for the Obligations or applied in 
such manner as may be determined in the discretion of the Lender or the Receiver, as the case 
may be, and the Lender may at any time apply or change any such appropriation of such 
payments or monies to such part or parts of the Obligations as the Lender may determine in its 
discretion.  Industries Co shall remain liable to the Lender for any deficiency; and any surplus 
funds realized after the satisfaction of all Obligations shall be paid in accordance with applicable 
law.  
 
5.7 Dealings by the Lender.   
 
 The Lender may grant extensions of time and other indulgences, take and give up 
securities, accept compositions, grant releases and discharges, and otherwise deal with the 
Collateral, Industries Co and others as the Lender may see fit, without prejudice to the 
Obligations and the rights of the Lender to hold and realize upon the Security Interest.  The 
Lender has no obligation to keep Collateral identifiable, or to preserve rights against prior 
secured creditors in respect of any Collateral. 
 
 

ARTICLE 6 – GENERAL PROVISIONS 
6.1 Notice.   
 

Any demand, notice, direction or other communication to be made or given hereunder 
shall be made or given in the case of Industries Co, addressed as follows and the Lender in 
accordance with the Interim Loan Agreement: 

 
7 Hinton Ave N., Suite 100  
Ottawa, Ontario K1Y4P1  
 
Attention:  Andy Wing 
 
E-mail:  awing@fuelyouth.com 
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6.2 Power of Attorney.   
 
 Industries Co hereby constitutes and appoints the Lender or any officer thereof as its true 
and lawful attorney, effective upon the occurrence of an Event of Default that is continuing, with 
full power of substitution, to execute all documents and take all actions as may be necessary or 
desirable to perform any obligations of Industries Co arising pursuant to this Agreement, and in 
executing such documents and taking such actions, to use the name of Industries Co whenever 
and wherever it may be considered necessary or expedient.  These powers are coupled with an 
interest and are irrevocable until all of the Obligations have been repaid in full and this 
Agreement is terminated and the Security Interest created herein has been released.  This 
appointment, coupled with an interest, shall not be revoked by the insolvency, bankruptcy, 
dissolution, liquidation or other termination of the existence of Industries Co or for any other 
reason. 
 
6.3 Separate Security.   
 
 This Agreement and the Security Interest are in addition to and not in substitution for any 
other security now or hereafter held by the Lender in respect of Industries Co, the Obligations or 
the Collateral and any other present and future rights or remedies which the Lender might have 
with respect thereto. 
 
6.4 Lender Not Obliged to Advance.  
 

Nothing in this Agreement shall obligate the Lender to make any loan or accommodation 
to Industries Co or any other party in connection with this Agreement, or extend the time for 
payment or satisfaction of any Obligations. 
 
6.5 Amalgamation of Industries Co.  
 

Industries Co acknowledges and agrees that in the event that it amalgamates with any 
other persons (which it is prohibited from doing without the prior written consent of the Lender) 
then the Collateral and the Security Interest shall extend to and include all like property of the 
amalgamated corporation and all references herein to Industries Co shall extend to and include 
the amalgamated corporation and all references herein to Obligations shall extend to and include 
all of the debts, liabilities and obligations of every type and kind of the amalgamated 
corporation. 
 
6.6 Amendments.   

 
This Agreement may not be amended or otherwise modified except by an instrument in 

writing executed by all the parties hereto. 
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6.7 Waivers.   

 
The Lender shall not, by any act, delay, omission or otherwise, be deemed to have 

expressly or impliedly waived any of its rights, powers and/or remedies unless such waiver shall 
be in writing and executed by an authorized officer of the Lender.  Any such waiver shall be 
enforceable only to the extent specifically set forth therein.  A waiver by the Lender of any right, 
power and/or remedy on any one occasion shall not be construed as a bar to or waiver of any 
such right, power and/or remedy which the Lender would otherwise have on any future occasion, 
whether similar in kind or otherwise. 
 
6.8 Assignment.  
 

The Lender may from time to time upon notice to, but without the consent of Industries 
Co, assign or transfer this Agreement and the Obligations or any portion thereof or interest 
therein to any other party (the “Assignee”).  The Assignee shall, to the extent of the interest so 
assigned or transferred, be entitled to the benefit of and the right to enforce this Agreement to the 
same extent as if the Assignee were the Lender.  Industries Co shall not be entitled to assign or 
transfer this Agreement or any of Industries Co’s rights, duties or obligations hereunder without 
the prior written consent of the Lender. 
 
6.9 Release and Reconveyance.  
  
  Upon payment in full of the Obligations to the Lender, the Lender shall upon receipt of a 
written request from Industries Co release the Security Interest and reassign the Collateral to 
Industries Co without recourse and without representations or warranties, and the Lender shall at 
the request and expense of Industries Co execute and deliver all such discharges, releases, 
reassignments and further assurances as may be reasonably required in this regard. 
 
6.10 Number, Gender and Persons.   
 

Unless the context otherwise requires, words importing the singular in number only shall 
include the plural and vice versa, words importing the use of gender shall include the masculine, 
feminine and neuter genders and words importing persons shall include individuals, 
corporations, partnerships, associations, trusts, unincorporated organizations, governmental 
bodies and other legal or business entities. 
 
6.11 Severability.  
 

If any provision of this Agreement is determined by a court of competent jurisdiction to 
be invalid, illegal or unenforceable in any respect, such determination shall not impair or affect 
the validity, legality or enforceability of the remaining provisions hereof, and each such 
provision shall be interpreted in such a manner as to render them valid, legal and enforceable to 
the greatest extent permitted by applicable law.  Each provision of this Agreement is declared to 
be separate, severable and distinct. 
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6.12 Successors and Assigns.   
 

This Agreement shall enure to the benefit of the Lender and its successors and assigns, 
and shall be binding upon Industries Co and its, legal representatives, heirs, executors, 
administrators, successors and permitted assigns. 
 
6.13 Time.  
 

Time shall be of the essence of this Agreement.   
 
6.14  Execution by E-mail.  
 
  Delivery of an executed copy of a signature page to this Agreement by electronic 
transmission shall be effective as delivery of a manually executed copy of this Agreement and 
Industries Co undertakes to provide the Lender with a copy of this Agreement bearing original 
signatures forthwith upon demand. 
 
6.15  Governing Law and Attornment.  
 
  This Agreement shall be governed by and interpreted in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein.  Without prejudice to the 
ability of the Lender to enforce this Agreement in any other proper jurisdiction where Industries 
Co has property, Industries Co irrevocably submits and attorns to the non-exclusive jurisdiction 
of the courts of the Province of Ontario in connection with this Agreement. 
 
6.16 Entire Agreement.   
 
 This Agreement, the Interim Loan Agreement and the Note and any other documents 
delivered pursuant hereto and thereto including any schedules attached hereto and thereto 
constitutes the entire agreement between Industries Co and the Lender relating to the subject-
matter hereof and supersede all prior agreements, representations, warranties, conditions or 
collateral agreements, whether oral or written, express or implied, with respect to the subject 
matter hereof. 
 
6.17 Further Assurances.  
 

Industries Co shall forthwith, at its own expense and from time to time, do or file, or 
cause to be done or filed, all such things and shall execute and deliver all such documents, 
agreements, opinions, certificates and instruments reasonably requested by the Lender or its 
counsel as may be necessary or desirable to complete the transactions contemplated by this 
Agreement and carry out its provisions and intention. 
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6.18  Set-Off.  
 

The Lender may at any time and from time to time, without notice to Industries Co or to 
any other Person, set-off, appropriate and apply any and all deposits, general or special, matured 
or unmatured, held by or for the benefit of Industries Co with the Lender (which for greater 
certainty includes any affiliate of the Lender) and any indebtedness and liability of the Lender 
(which for greater certainty includes any affiliate of the Lender) to Industries Co, matured or 
unmatured, against and on account of the Obligations when due, in such order of application as 
the Lender may from time to time determine. 

 
6.19 Copy of Agreement.  
 
 Industries Co acknowledges receipt of an executed copy of this Agreement.  
 

[Remainder of page intentionally left blank] 
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Sanja Sopic

From: Francis Chou <fchou@choufunds.com>

Sent: Wednesday, July 26, 2017 3:45 PM

To: Lynn Hu

Subject: FW: Update?

 

 

From: Francis Chou  

Sent: Friday, September 30, 2016 2:04 PM 

To: Andy Wing <awing@fuelyouth.com>; Tracy Chou <tracy@choufunds.com>; jwright@owenswright.com 

Cc: Julie Allen <jallen@fuelindustries.com>; tachou@gmail.com; Stephanie Yim <syim@choufunds.com> 

Subject: RE: Update? 

 
Andy, 

We will grant you the extension to November 30, 2016 subject to the same provisions. 

Francis 

 

From: Andy Wing [mailto:awing@fuelyouth.com]  

Sent: Thursday, September 29, 2016 7:56 PM 

To: Tracy Chou; Francis Chou 
Cc: Julie Allen; tachou@gmail.com 

Subject: Re: Update? 

 

+Francis 

Tracy, 

As a follow up to our phone call, I spoke with SharkReach's CFO Mark Gustavson today. 

Mark reconfirmed that SharkReach is on track for the targeted October 15 closing with the understanding that 

$4.4million of Chou Management Fund's loan will be extended and secured by Fuel's 2013-2016 OIDMTC tax 

credit receivables (consistent with our recent conversations.) The remaining unsecured portion will be paid off 

at closing. 

 

Francis,  

RBC has reached out to us recognizing that your current notes expire tomorrow, Sept 30, 2016. They have 

asked if you will provide an extension up to Dec 31, 2016 to accommodate the closing of this transaction and 

protect their position for our current $750k operating line of credit. 
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We would truly appreciate your support in extending your maturity dates with the understanding that any tax 

credit proceeds (2013 reimbursement of $2mm expected on or before Nov. 30, 2016) will be reimbursed to 

you immediately. Further, upon closing the SharkReach transaction, you will receive the remaining 

outstanding principal and interest above and beyond the secured $4.4mm. 

 

Please advise any questions. I am happy to discuss any time tonight or tomorrow morning. 

If you concur, please send me your approved extension in a new email chain that I can forward to RBC. 

Many thanks. 

Andy 

323-646-1717 

 

 

 

 

From: Tracy A Chou <tachou@gmail.com> 

Sent: Thursday, September 29, 2016 9:04 AM 

To: Andy Wing 

Cc: Tracy Chou; Julie Allen 

Subject: Re: Update?  

  

312-307-8722 

 

On Thu, Sep 29, 2016 at 9:03 AM, Andy Wing <awing@fuelyouth.com> wrote: 

Hi Tracy, 

Can you resend me your mobile number? 

Thanks. 

Andy 

 

On Sep 28, 2016, at 2:57 PM, Tracy A Chou <tachou@gmail.com> wrote: 

Perfect. Thanks Andy 

 

Sent from my iPhone 

 

On Sep 28, 2016, at 2:29 PM, Andy Wing <awing@fuelyouth.com> wrote: 

Will try you tomorrow around 9am pt. 
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Work for you? 

 

On Sep 28, 2016, at 4:32 PM, Tracy Chou <tracy@choufunds.com> wrote: 

I'm actually in and out of transit for the rest of the afternoon. 

Does tomorrow morning work for you? 

 

Tracy 

Get Outlook for iOS 

 

 

On Wed, Sep 28, 2016 at 1:23 PM -0700, "Andy Wing" 

<awing@fuelyouth.com> wrote: 

Tracy, 

Are you available for an update call at 2p pt today? 

Andy 

 

 

On Sep 28, 2016, at 3:42 PM, Tracy Chou <tracy@choufunds.com> 

wrote: 

Hi Andy/Julie, 

 

Has there been an update on the acquisition side 

yet? And how is the cash flow looking for this 

week? 

 

Also, we have an interest payment upcoming and 

we were wondering what your plans are for it? 

 

Thanks 

Tracy  

Get Outlook for iOS 

 

 

 

 

 

--  
Tracy A Chou 
Email: tachou@gmail.com 
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Sanja Sopic

From: Francis Chou <fchou@choufunds.com>

Sent: Monday, April 03, 2017 12:11 PM

To: Sydney Kert

Subject: FW: Fuel Industries/Fuel Technologies Loan extension

 

 

From: Francis Chou  

Sent: Friday, December 30, 2016 7:03 PM 

To: 'Andy Wing' <awing@fuelyouth.com> 

Subject: RE: Fuel Industries/Fuel Technologies Loan extension 

 
Hi Andy, 

 

I agree with the terms and conditions as mentioned in your email below. 

 

Francis 

 

 

From: Andy Wing [mailto:awing@fuelyouth.com]  

Sent: Friday, December 30, 2016 6:23 PM 

To: Francis Chou <fchou@choufunds.com> 

Subject: Fuel Industries/Fuel Technologies Loan extension 

 
Hi Francis, 

We would appreciate your extension of the respective Fuel Industries Inc and Fuel Technologies Inc Loan 

Agreements to March 31, 2017. We acknowledge that the balance due on or before March 31, 2017 will 

equal the remaining outstanding principal balance for the two notes plus the accrued interest for the 

respective loans to date.  

Further, any 2013 OIDMTC tax credit receipts for Certificate 16M01405 in excess of $1,592,273 shall be 

applied dollar for dollar to the outstanding principal of the Fuel Industries loan balance. (eg. If $1,892,273 is 

received, the $300,000 difference would reduce the outstanding principal loan balance of $5,690,889 due to 

$5,390,889.) Conversely, should the 2013 OIDMTC tax credit receipts received be less than $1,592,273, the 

difference will decrease the original loan reduction of $738,876, thereby increasing the outstanding loan 

balance of $5,690,889 accordingly dollar for dollar (e.g. if $1,392,273 is received, the $200,000 difference 

would increase the outstanding principal loan balance of $5,690,889 due to $5,890,889). Note that the 

original principal loan balance of $6,429,765 was reduced by $738,876 to $5,690,889 in accordance with the 

Purchase Agreement: OIDMTC Credit dated January 2, 2017 (unless of course the OIDMTC Tax Credit is not 

received by Chou on or before April 30, 2017 or such later date as we may both agree to in writing in 

accordance with the Purchase Agreement: OIDMTC Credit, in which case the principal loan balance will be 

reverted to $6,429,765). 
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Please let me know if you concur. 

Thank you. 

Andy 

 

 

fuel 
GENERATION PLAY 
  
Andy Wing | Chief Executive Officer; Chairman, Executive Committee 
T: +1(310) 237-4319 | M: +1(323) 646-1717 
www.fuelyouth.com  
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Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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RBC Royal Bank**

Jeff Olxon

Account Manager - Technology Banking

Private and Confidential

October 29, 2013

Royal Bank of Canada
90 Sparks Street 2^ Floor
Ottawa. Ontario K1P 5T6

Tel. : 613-S64-2737
Fax: 613-564-2865

e-mail: ieff.dixon@rbc.com

Fuel Industries Inc.
7 HInton Avenue North, Suite 100
Ottawa, Ontario
K1Y4P1

9'^ CANADA (the "Bank") hereby confirms the credit facilities described below (the "CreditFacilities ) subject to the terms and conditions set forth below and in the attached Terms & Conditions and
Sch^ules (collectively the "Agreement"). This Agreement amends and restates without novation the
existing agreernent dated October 29,2012 and any amendments thereto. Any amount owing by the Borrower
to the Bank under such previous agreement is deemed to be a Borrowing under this Agreement. Any and all
SMunty that has been delivered to the Bank and Is set forth as Security below, shall remain in full force and
effect. IS e^ressly reserved by the Bank and shall apply in respect of all obligations of the Borrower under the
Credit Facilities. Unless othenwise provided, ail dollar amounts are in Canadian currency.

The Bank reserves all of its rights and remedies at any time and from time to time in connection with any or all
breaches, defaults or Events of Default now existing or hereafter arising under this Agreement or any other
agreement delivered to the Bank, and whether known or unknown, and this Agreement shall not be construed
as a waiver of any such breach, defaults or Events of Default.

BORROWER

Fuel Industries Inc. (the "Borrower")

CREDIT FACILITIES

Facility (1): $1,000,000.00 revolving demand facility by way of:

a) RBP based loans ("RBP Loans")

Revolve in

increments of: $5,000.00
Minimum retained
balance: $0.00

Revolved bv: Bank Interest rale (oer annumt: RBP + 3.50 %

RBUSBR based loans in US currency ("RBUSBR Loans")

Revolve in

increments of: $5,000.00
Minimum retained
balance: $0.00

Revolved by: Bank Interest rate (oer annum): RBUSBR + 3.50 %

SRF»680 339e03
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This is Exhibit “U” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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Affidavit of Michel Burns  

Sworn July 31, 2017 
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Commissioner for taking affidavits 
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Affidavit of Michel Burns  

Sworn July 31, 2017 
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Commissioner for taking affidavits 
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O E-F0RM 924 (2002A)9)
RETENTION-M

1. SECURITY INTEREST

(a) For value received, the underatflned ("Debtor"), hereby grants to ROYAL BANK OF CANADA ("RBC"), a
securltv Interest (the "Security Interest") In the undertaking of Debtor and in all of Debtor s present and after acquire
personal property Including, without limitation. In all G^s (liwluding ajl parts, accessories, ̂ achmente, specja' tooN
additions and accessions thereto). Chattel Paper, Documents of Title (whether or
Intangibles, Money and Securities now owned or hereafter owned or acquired by or on behalf of Debtor (including such
as may be retumed to or repossessed by Debtor) and In all proceeds and renewals thereof, accretions thereto and
substitutions therefore (hereinafter collectively called "Collaterar), and Including, without limitation, all of the following
now owned or here^er own^ or acquired by or on behalf of Debtor:

(I) all Inventory of whatever kind end wherever situate;

(II) all eauipment (other than Inventory) of whatever kind and wherever situate, including, without
limitation, all machinery, tools, apparatus, plant, furniture, fixtures and vehicles of whatsoever
nature or kind;

(III) all Accounts and book debts and generally all debts, dues, claims, choses in action and demands of
every nature and kind howsoever arising or secured including letters of credit and advices of credit,
which are now due, owing or accruing or growing due to or ovjmed by or which may hereafter
become due, owing or accruing or growing due to or owned by Debtor ( Debts );

(iv) all lists, records and files relating to Debtor's customers, clients and patients;

(V) all deeds, documents, writings, papers, books of account and o^er braks telling to or to^
records of Debts, Chattel Paper or Documents of Title or by which such are or may hereafter be
secured, evidenced, acknowledged or made payable;

(vl) all contractual rights and Insurance claims;

(vli) all patents, Industrial designs, trade-marks, trade secrets and Jnclud^^^^
limitation environmental technology end biotechnology, confidential Information, trade-names,
goodwill, copyrights, personality rights, plant breeders' rights. Integrated
software end all other forms of Intellectual and industrial property, and any reglstrawns end
applications for registration of any of the foregoing (collectively Intellectual Property ), and

(vill)all property described In Schedule "C" or any schedule now or hereafter annexed hereto.
rw The Securltv Interest granted hereby shall not extend or apply to and Collateral shall not Imlude the last day

of the tern Jf Iny leese^ SlJrVeffi thereforW upon the enforce'Sent of the Se^rlty Interest, Debtor shell standpossessed of suchW^ '""ffll W! %"ormTnrrtlSr^5sir ent". "Intangmie", "Security;;,
"nrnceeH" -kiventorT- "ac^slon". "Money", "AccouM", "financing statement" and "finaiicing change statement

• "I"™" » -"Ml"""!" •"» P" '

2. INDEBTEDNESS SECURED

The Security Interest granted hereby secures payment and performan<» of any and

3. REPRESENTATiONS AND WARRANTIES OF DEBTOR

Debtor represents and warrants and so long as this Security Agreement remains In effect shall be deemed tocontinuo^ly^reseirt arKlwaTOM^^^ ^,1 security Interests., mortgages, liens, claims,
d-hnmns Hce^s leases Infringements by third parties, encumbrances or other adverse claims or interest (hereinafter
coll^vely called' "Encumbrances"), save for ̂ e Secu^ Interest and those Encumbrances shown on Schedule

p™" I" "p™"™ p-p" "p""' 'p "^p "p™"
of the oppjjoo^jos?,? and Instrument constituting Collateral is enforceable In accordance with iteterms

aaainst RBC whether in any oroceedlng to enforce Collateral or otherwise;against RBC, wneine n h Schedule "B" as to business operations and records are eccurate wd complete
and with respect to Goods (including Inventory) constituting Collatwal, the locations speclfi^ In Schedule B ere
aceurate end comolete save for Goods In transit to such locations and Inventory on lease or consignment, and all fixtures
S^G wds aboSt and ell oil, gas or other minerals to be extracted and all timber to be cut
which forms part of the Collateral will be situate at one of such locations; and ^ ^
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This is Exhibit “X” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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ASSIGNMENT OF DEBT AND SECURITY AGREEMENT 
 

This Agreement is dated the 23rd day of May 2017. 
 
BETWEEN: 

ROYAL BANK OF CANADA 
 (the "Assignor") 
 
 - and - 
 
 CHOU ASSOCIATES MANAGEMENT INC. 
 (the "Assignee") 
 
 
WHEREAS: 
 
A. The Assignor has made credit facilities available to Fuel Industries Inc. (the "Borrower") 

pursuant to a loan agreement dated October 29, 2013, as amended by  amending agreements 
dated March 18, 2014, February 3, 2015, August 24, 2015 and September 8, 2016, and as 
supplemented by a forbearance agreement dated as of February 9, 2017 (the “Loan 
Agreement”) pursuant to which the Borrower has outstanding debts, liabilities and obligations 
to the Assignor totalling $303,895.75 as of May 23, 2017, comprised of principal, interest and 
costs as more particularly set out in Schedule “A” hereto which sets out the current amount 
thereof as of the date hereof (the "Debt"); 

 
B. As security for the payment of the Debt and the obligations under the Loan Agreement, the 

Assignor holds the security instruments and guarantees listed in Schedule “B” attached hereto, 
which instruments were issued by the Borrower and the Guarantor (as defined herein) in favour 
of the Bank and which are hereinafter collectively referred to as the “Security Instruments”; 

 
C. The Assignee acknowledges having been provided with a copy of each of the Loan Agreement 

and the Security Instruments; 
 
D. The Assignee wishes to acquire the Loan Agreement, the Debt,  and the Security Instruments for 

the Purchase Price (as defined herein); and 
 
E. The Assignor has agreed to assign the Loan Agreement, the Debt, and the Security Instruments 

(collectively, the “Assigned Assets”) to the Assignee for the Purchase Price; and 
 

F. The Assignor has agreed to allow the Borrower to maintain its bank account with the Assignor, 
which is a condition of the Assignee agreeing to the purchase contemplated hereby, as a regular 
chequing account with no overdraft privileges, until July 31, 2017. 

 
NOW THEREFORE in consideration of the payment of the Purchase Price by the Assignee to the Assignor 
and the acknowledgements, agreements and covenants contained herein, and other good and valuable 
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consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as 
follows: 
 
1. The purchase price payable by the Assignee to the Assignor for the Assigned Assets is the 

amount of $303,895.75 (the "Purchase Price"), which shall be paid to the Assignor, or as it may 
direct, by wire transfer or other certified funds. 

 
2. In consideration of the payment of the Purchase Price, the Assignor hereby assigns and transfers 

to the Assignee all of the Assignor’s right, title and interest in and to the Assigned Assets, and 
the benefit of all covenants, agreements and powers pursuant to the following: (i) the Debt and 
the Loan Agreement; (ii) the Security Instruments; and (iii) all guarantees given by Fuel 
Technologies Inc. (the “Guarantor”) to the Assignor of the obligations of the Borrower under the 
Loan Agreement and all security provided by the Guarantor for such guarantees pursuant to the 
Security Instruments executed by the Guarantor.  
  

3. The Assignee hereby agrees, which the Assignor acknowledges the Assignee is relying on in 
connection with the purchase of the Assigned Assets: 

 
(a) that the Assignor is assigning the Assigned Assets on an “as is where is” basis;  

 
(b) except for the representations of the Assignor set forth in Section 4 below, there are no 

representations or warranties of any nature whatsoever whether express or implied, 
statutory or otherwise, made by or on behalf of the Assignor or its officers, directors, 
employees or agents with respect to any aspect of the Assigned Assets, or any other 
matter, in respect of all of which the Assignee has satisfied itself. Without in any way 
limiting the generality of the foregoing, except as specifically set out herein, this 
Assignment is made without representation or warranty whatsoever with respect to the 
execution, attachment, registration or perfection of any security interest held by the 
Assignor under the Security Instruments, the validity and enforceability of the Security 
Instruments or any priority granted by an principal of law or any statute, including the 
Personal Property Security Act (Ontario), to any competing security interests over the 
Security;   

 
(c) the assignment of the Assigned Assets is without recourse to the Assignor; and 

 
(d) the enforcement of the Assigned Assets shall be done in the name of the Assignee, and 

not in the name of the Assignor. 
 
4. The Assignor hereby represents and warrants to the Assignee as follows: 

 
(a) that the Debtor is indebted to the Assignor in the amount set forth on Schedule “A”; 

 
(b) the Assignor has not previously assigned, discharged, released or otherwise 

encumbered the Assigned Assets, or the rights, powers and benefits thereunder; and 
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(c) that, there are no other material written agreements or amendments or supplements to 
the agreements comprising the Loan Agreement and the Security Instruments executed 
by the Assignor other than those set forth and listed herein and in the schedules hereto. 
 

5. Except as specifically set forth herein, the Assignee hereby absolutely releases the Assignor, its 
affiliates and their respective officers, directors, employees, agents and representatives from 
any and all present and future claims, debts, liabilities and obligations in respect of or in 
connection with the Assigned Assets. 

 
6. The Assignee shall prepare for execution by the Assignor, and the Assignor shall execute and 

return to the Assignee, documents which may be reasonably required to record the assignment 
of the Assigned Assets under any applicable legislation at the sole cost and expense of the 
Assignee.  If the Assignee fails to promptly record the assignment, the Assignor may do so and 
the Assignee shall promptly reimburse the Assignor for all costs incurred in doing so.  In addition, 
the parties shall each execute such further documents and do such further acts as the other 
party reasonably requests in order to give further effect to this Agreement. 
 

7. The Assignor agrees to allow the Borrower to maintain its bank account with the Assignor as a 
chequing account with no overdraft privileges until July 31, 2017. 

 
8. This Agreement shall be binding on and enure to the benefit of the parties hereto and their 

respective successors and assigns.  
 

9. This Agreement shall be exclusively governed by, and construed and enforced in accordance 
with the laws of the Province of Ontario.  
 

10. This Agreement may be executed in any number of counterparts, each of which shall be deemed 
to be an original and all of which shall constitute one and the same agreement and may be 
delivered by facsimile or electronic transmission. 

 
11. This Agreement constitutes the entire agreement between the parties as to the matters dealt 

with herein. There are not and shall not be any other oral statements, representations, 
warranties, undertakings or agreements. 
 

12. The parties acknowledge and agree that if any provision of this Agreement or the application 
thereof becomes illegal or unenforceable, it shall during such period be considered severable 
from the remaining provisions of this Agreement which shall remain in force and be binding as 
though the said provision had never been included.  
 

13. This Agreement has been drafted with the equal participation of all parties hereto and the 
parties hereto hereby acknowledge and agree that the contra proferentum rule has no 
application.  
 

442



443



6723328 v2 

SCHEDULE A 
 

 
Outstanding principal as of the date of the Agreement: $ 241,653.62 
 
Outstanding interest as of the date of the Agreement: $      1,972.94 
Professional and other fees, disbursements, 
HST, etc. incurred by the Bank to date:   $   56,769.19 
 
Professional fees, disbursements   
and HST to finalize matter:    $         3,500.00 
 
TOTAL:       $  303,895.75    
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SCHEDULE B 
 

The Security Instruments are comprised of the following documents: 
 

 
1. General Security Agreement of Fuel Industries Inc., dated March 28, 2003 

 
2. General Security Agreement of Fuel Industries Inc., dated February 10, 2015 

 
3. Guarantee and Postponement of Claim of Fuel Technologies Inc., dated August 24, 2015 

 
4. General Security Agreement of Fuel Technologies Inc., dated August 24, 2015 
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This is Exhibit “Y” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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This is Exhibit “Z” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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This is Exhibit “AA” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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EXECUTION VERSION 

  

FORBEARANCE, RESTRUCTURING AND SUPPORT AGREEMENT 

THIS AGREEMENT is dated the 23rd day of May, 2017.  

BETWEEN: 

CHOU ASSOCIATES MANAGEMENT INC. 

(the “Creditor”) 

- and - 

FUEL INDUSTRIES INC. 

(the “Fuel Industries” or the “Borrower”) 

- and - 

FUEL TECHNOLOGIES INC. 

(“Fuel Technologies” or the “Guarantor”, and together with Fuel Industries, the “Fuel Companies”) 

WHEREAS Royal Bank of Canada (“RBC”) made credit facilities available to Fuel Industries pursuant to 
a loan agreement dated October 29, 2013, as amended by amending agreements dated March 18, 2014, 
February 3, 2015, August 24, 2015 and September 8, 2016 and as supplemented by a forbearance 
agreement dated as of February 9, 2017 (the “RBC Forbearance Agreement”, and collectively with the 
loan agreement as amended to the date hereof, the “RBC Loan Agreement”) pursuant to which the 
Borrower had outstanding debts, liabilities and obligations to the RBC totaling $303,895.75 as of the date 
hereof, comprised of principal, interest and costs (the "RBC Indebtedness"); 

AND WHEREAS pursuant to an assignment of debt and security dated as of the date hereof (the 
“Assignment Agreement”) made by RBC in favour of the Creditor, RBC has assigned to the Creditor 
and the Creditor has acquired from RBC all of RBC’s right title and interest in the RBC Indebtedness, the 
RBC Loan Agreement and the RBC Security; 

AND WHEREAS the Creditor has made credit facilities available to the Fuel Companies pursuant to a 
loan agreement dated February 9, 2015, as amended to the date hereof and a loan agreement dated June 
22, 2016 as amended to the date hereof (together, the “Chou Loan Agreements” and collectively with 
the RBC Loan Agreement, the “Loan Agreements”) pursuant to which the Fuel Companies have 
outstanding debts, liabilities and costs to the Creditor comprised of principal in the aggregate amount of 
$6,790,889.00, accrued interest in the amount of $412,958.95 and costs, as well as amounts owing for 
OIDMTC tax credit receivable factoring in the amount of $1,592,273.00 (the “Chou Indebtedness”);  

AND WHEREAS Fuel Technologies has guaranteed payment of the Chou Indebtedness to the Creditor 
pursuant to the guarantees listed on Schedule A (the “Chou Guarantees”) and as security for the 
payment of the Chou Indebtedness and performance of the Chou guarantee, executed and delivered to the 
Creditor the security documents set out in Schedule “A” (the “Chou Security”); 

AND WHEREAS Fuel Industries and Fuel Technologies have defaulted in payment of the RBC 
Indebtedness and the Chou Indebtedness (collectively, the “Indebtedness”) and the RBC Security and the 
Chou Security (collectively, the “Security”) are enforceable;  

458



6723930 v8 

2 
 

  

AND WHEREAS Fuel Industries and Fuel Technologies are attempting to restructure their businesses 
and affairs and to secure financing to repay the Indebtedness to the Creditor and/or seek to implement the 
sale of the Fuel Companies’ business as a going concern sale (the “Restructuring Process”); 

AND WHEREAS Fuel Industries and Fuel Technologies have requested that the Creditor forbear from 
enforcing the Security and the Creditor, Fuel Industries and Fuel Technologies have agreed to enter into 
this forbearance, restructuring and support agreement on the terms and conditions set forth herein (the 
“Agreement”); 

NOW THEREFORE in consideration of the acknowledgements, agreements and covenants contained 
herein, and other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged:  

(a) the Creditor agrees with Fuel Industries and Fuel Technologies to forbear with respect to further 
enforcement of the Security in accordance with and subject to the terms of this Agreement; 

(b) Fuel Industries and Fuel Technologies agree to execute this Agreement in order to confirm to the 
Creditor the continuing nature of their obligations to the Creditor; and 

(c) the parties hereto undertake, agree to, acknowledge and confirm the terms outlined below.  

1. Forbearance 

For the period (the “Restructuring Period”) commencing on the date of execution of this 
Agreement by Fuel Industries, Fuel Technologies and the Creditor and terminating on the earlier 
of the date on which the Creditor delivers a notice terminating the forbearance provided for in this 
Agreement as herein provided, or June 27, 2017, the occurrence of which shall be referred to as 
the “Termination”, and subject to the compliance of Fuel Industries and Fuel Technologies with 
and satisfaction of the terms, provisions and conditions contained in this Agreement, and subject 
to any further extensions of time in accordance with this Agreement, the Creditor shall forbear 
from enforcing the Security. 

2. Conditions Precedent to Effectiveness of this Agreement 

The effectiveness of this agreement shall be subject to the satisfaction of the following conditions 
precedent in the sole discretion of the Creditor, which are for the sole and exclusive benefit of the 
Creditor and may only be waived by the Creditor in writing: 

(a) Richters LLP (“Richters”) having been appointed as financial advisor to assist each of 
Fuel Industries and Fuel Technologies and the Creditor in facilitating the Restructuring 
Process; 

(b) the RBC Indebtedness shall have been assigned to the Creditor immediately prior to the 
effectiveness of this Agreement; 

(c) the Fuel Companies shall have delivered written consent to a judgement in favour of the 
Creditor for the amount of the Indebtedness and a consent to the appointment of a 
receiver;  

(d) the Creditor shall have received any requested information relating to the 2016 tax credit 
filings and any assessments or notices in respect thereof; and 
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(e) theCreditor shall have received all such other information and documentation as the 
Creditor shall have reasonably requested and be satisfied with the contents thereof. 

3. Acknowledgments 

In connection with this Agreement, the Fuel Companies acknowledge and consent as follows: 

a. Fuel Industries and Fuel Technologies hereby acknowledge and consent to the assignment of 
the RBC Indebtedness and RBC Security by RBC to the Creditor; 
 

b. each of Fuel Industries and Fuel Technologies acknowledge that defaults (the “Defaults”) 
have occurred which have entitled the Creditor to, amongst other things, declare the 
Indebtedness immediately due and payable and to proceed to the enforcement of the Security;  
  

c. Fuel Industries and Fuel Technologies acknowledge that they have each defaulted in payment 
of the Indebtedness and there has been a material adverse change in the financial condition of 
each of Fuel Industries and Fuel Technologies. By executing this Agreement, each of Fuel 
Industries and Fuel Technologies acknowledge the Defaults and further acknowledge and 
agree that they are liable to the Creditor for the full amount of the Indebtedness, which is due 
and payable in full and is not subject to any set-off, defense or counterclaim on the part of 
Fuel Industries and/or Fuel Technologies; 
 

d. Fuel Industries and Fuel Technologies acknowledge receipt of the Notice of Intention to 
Enforce Security delivered by RBC in relation to the RBC Indebtedness (the “Notice”) and 
related demand letters dated January 13, 2017 all rights under which have been assigned to 
the Creditor, demanding payment of the Indebtedness, and neither Fuel Industries nor Fuel 
Technologies requests that the Creditor withdraw the Notice or demands for payment;  

e. Fuel Industries and Fuel Technologies acknowledge that as at the date hereof, the Fuel 
Companies were indebted to the Creditor in the amounts outlined in the recitals above; 

f. Fuel Industries and Fuel Technologies confirm that they do not dispute their liability to pay 
the Indebtedness, and acknowledge that the Indebtedness is correctly stated and remains 
outstanding and unpaid; 

g. Fuel Industries and Fuel Technologies agree, acknowledge and affirm that, except as herein 
expressly provided, the Creditor has not been required nor has it made any commitment to 
provide any further financing or credit facilities, and that the Creditor reserves its rights and 
remedies should Fuel Industries and/or Fuel Technologies fail to comply with the provisions 
of this Agreement; and 

h. Fuel Industries and Fuel Technologies confirm that entering into this Agreement does not 
vitiate, alter, release or discharge them from their obligations pursuant to any security given 
in favour of the Creditor and confirm that the Security remains in full force and effect and 
continues to be binding against them.  

4. Covenants of Fuel Industries and Fuel Technologies during the Restructuring Period 

In order to induce the Creditor to forbear from exercising its rights and remedies as set forth 
above, the Fuel Companies hereby covenant and agree with the Creditor during the Restructuring 
Period as follows:  
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a. the Fuel Companies shall continue to comply with all covenants and to perform or 
observe all obligations and conditions contained in the Loan Documents except as 
modified hereby, including the covenants in the RBC Forbearance Agreement, all of 
which Loan Documents the Fuel Companies confirm continue in full force and effect; 

b. Fuel Industries and Fuel Technologies shall fully cooperate with the Creditor, and shall 
provide access to the Creditor, Richters and with any other party designated by the 
Creditor in its sole discretion to conduct and report on its behalf in respect of any 
reasonable valuations, examinations, assessments, appraisals and similar reviews of Fuel 
Industries and Fuel Technologies in respect of its business, financial affairs, assets or 
property, all at the expense of Fuel Industries and Fuel Technologies, on a joint and 
several basis. Tracy Chou of the Creditor will act as primary representative of the 
Creditor during the Restructuring Period; 

c. the Fuel Companies will complete its sales process under Richters’ supervision (the 
“Sales Process”) and all discussions with third parties for the sale of the business or of 
any assets of the business of the Fuel Companies be conducted jointly with 
representatives of Richters;  

d. the Fuel Companies will forthwith update Richters regarding the sales process undertaken 
to date and together with Richters determine the nature of the remaining Sales Process, if 
any, required to market the Fuel business as a going concern transaction on or before 
June 27, 2017 or such later date as determined by Richters provided the Restructuring 
Period is extended accordingly; 

e. throughout the Restructuring Period Fuel Industries and Fuel Technologies shall: 

i. keep the Creditor fully informed of all efforts made and activities carried out in 
respect of the Restructuring Process 

ii. promptly advise the Creditor of any formal or informal inquiries or expressions 
of interest, whether received verbally or in writing, for a sale of the business or 
its assets or any finacing or similar transaction; and 

iii. report to the Creditor on the status of the Restructuring Process as and when 
required by the Creditor and, in this regard, shall provide the Creditor with any 
and all information that the Creditor may request in its sole discretion; 

f. The Creditor is entitled to call on, at its sole discretion, additional 
parties/advisors/resources during the Restructuring Period to assist with its due diligence 
and restructuring review; 

g. Fuel Industries and Fuel Technologies shall provide such detailed and ongoing financial 
and other reporting as may be reasonably requested by Richters or the Creditor in their 
sole discretion so as to facilitate the ongoing assessment of Fuel Industries and Fuel 
Technologies throughout the Restructuring Period. Each of Fuel Industries and Fuel 
Technologies shall cause their respective management teams, being Mike Burns, Dave 
Ozipko, Bradon Bailey, Julie Allen and such other individuals as are designated as 
management by the Creditor (“Management”), to cooperate directly and independently 
and shall cause their employees and agents to co-operate with the Creditor and Richters’ 
information requests from time to time. Without in any way limiting the generality of the 
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foregoing, Fuel Industries and Fuel Technologies shall forthwith provide the following 
information/documentation/access to the Creditor, Richters and such other parties 
designated by the Creditor from time to time in its sole discretion, in respect of Fuel 
Industries and Fuel Technologies:  

i. all documents, emails, files as well as computer databases and files (or copies 
thereof) in respect of or in any way relating to or in support of each of the 2014, 
2015, 2016 and 2017 Ontario Interactive Digital Media Tax Credits (OIDMTC) 
existing as at the date hereof and thereafter forthwith as they arise following 
delivery of the documents, emails, files as well as computer databases from time 
to time; 

ii. detailed monthly list of all accounts payable; 

iii. access (including to any dataroom previously set up for a sales process) to 
financial information and other information in respect of the employees of each 
of Fuel Technologies and Fuel Industries as may be required to permit due 
diligence and a restructuring model to be completed by the Creditor and Richters, 
including, without limiting the generality of the foregoing, all documentation in 
respect of the assets, intellectual property, contracts and liabilities of each of Fuel 
Technologies, Fuel Industries and any of their respective Canadian and U.S. 
subsidiaries;  

iv. detailed aged monthly list of all accounts receivable along with supporting 
invoices; 

v. full details of any outstanding priority payables, including, without limitation, 
unpaid wages, source deductions and HST, along with all supporting 
documentation in respect of same; 

vi. monthly sales pipeline report or equivalent to permit the Creditor to track sales 
efforts; 

vii. all the minutes of the board meetings of each of Fuel Industries and Fuel 
Technologies commencing January 1, 2016 and for all periods thereafter and 
hereafter; 

viii. twice weekly (Tuesday and Fridays) updates with regard to the cash flow of each 
of Fuel Industries and Fuel Technologies with respect to new fully 
executed statements of work completed since the prior twice weekly update; 

ix. a list identifying all domestic and foreign bank accounts, wherever located, held 
in the name of Fuel Industries, Fuel Technologies or any of their respective 
subsidiaries;  

x. a detailed rolling thirteen week cashflow forecast, which shall be approved by the 
Creditor on a weekly basis (the “Approved Cash Flow Forecast”) and a six 
months cash flow forecast; and 

xi. such other information and documentation as may be requested by the Creditor 
and Richters from time to time; 
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h. with respect to amounts on deposit in the Fuel Companies bank accounts with Royal 
Bank of Canada on the date hereof and any amounts funded by the Creditor to the 
Obligor on the date hereof pursuant to the Facility 1 May 2017 Advance (as defined 
herein), such amounts shall be paid on account of those payables that are listed in 
Schedule B as critical payables; 

i. All other payments to be made on account of payables and other obligations, shall be 
made in accordance with the Approved Cash Flow Forecast; 

j. Fuel Industries and Fuel Technologies shall provide the Creditor with direct access 
(including the right and authorization to review bank account activity on a daily basis) to 
the bank account with RBC having account number 1065325 at institution 003 and 
branch 00006 in the name of Fuel Industries; 

k. Fuel Industries and Fuel Technologies shall grant the Creditor and its agents, including, 
without limitation, Richter, the status of authorized representatives to access Fuel’s 
account on the Ontario Media Development Corporation (OMDC) Portal, as well as 
access to any personnel at Fuel Industries and/or Fuel Technologies with knowledge of 
the products being claimed; 

l. the Fuel Companies shall arrange to have the audit review of the 2016 financial 
statements conducted by Cooper & Company; 

m. for the period up to June 27, 2017, Fuel Industries and Fuel Technologies shall maintain 
the reduced the remuneration payable to those employees that are shareholders of Fuel 
Industries and Fuel Technologies at the level of 50% of their pre-Restructuring Period 
current payroll amounts.  From June 27, 2017 through to the period in which the Creditor 
completes a Restructuring Transaction and/or determines that it will no longer be 
proceeding with a Restructuring Transaction, the said salaries shall increase to the level 
of 75% of their pre-Restructuring Period current payroll amounts;  

n. Fuel Industries and Fuel Technologies shall not license, sell or dispose of any of their 
assets, without the prior written consent of the Creditor; and 

o. neither Fuel Technologies nor Fuel Industries shall discuss or otherwise communicate 
with employees, customers, suppliers or other stakeholders of each of Fuel Technologies 
and Fuel Industries with respect to the terms of this Agreement or otherwise in 
connection with the Restructuring without the prior written consent of the Creditor, 
which consent, if granted, shall set out the contents and form of such communication. 

5. Restructuring Transaction 

The parties agree as follows in relation to the Restructuring Process during the Restructuring 
Period: 

a. in the absence of an offer from a third party being acceptable to the Creditor at the end of 
the Restructuring Period, each of Fuel Technologies and Fuel Industries acknowledge 
that it is the intention of the Creditor to structure a transaction, either by way of an asset 
sale and/or restructuring proposal, which would ultimately see the Creditor credit bidding 
/ converting its current secured debt in order to facilitate the sale of the business as a 
going concern (the “Restructuring Transaction”).  The Fuel Companies and 
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Management shall co-operate with the Creditor to commence such court proceedings as 
may be required to implement the Restructuring Transaction.  It may be necessary in 
order to preserve the OIDMTC tax credits that certain of the assets remain within Fuel 
Industries, and the Creditor will use the Restructuring Period to determine the form of the 
Restructuring Transaction which would ensure an effective means to preserve and 
monetize the assets of each of Fuel Technologies and Fuel Industries; 

b. To the extent determined further financing is required as a result of ongoing cash flow 
being insufficient to support the Approved Cash Flow Forecast, the Creditor may elect to 
provide secured financing to Fuel Technologies and/or Fuel Industries during the 
Restructuring Period to an amount determined by the Creditor in its sole discretion and 
on such terms and conditions as it deems appropriate, the proceeds of which shall be used 
to ensure current payroll for then current employees and other critical payables as 
determined by the Creditor are satisfied; 

c. during the Restructuring Period, the Creditor will review the current employee structure 
of each of Fuel Technologies and Fuel Industries and determine, in its sole discretion, the 
team members who will be offered continued employment as part of the Restructuring 
Transaction; 

d. following the completion of the Restructuring Transaction, with respect to any 
Management who the Creditor determines will be offered continued employment as part 
of the Restructuring Transaction, the Creditor and such Management employees shall 
negotiate in good faith the terms of their employment. Each of Fuel Technologies and 
Fuel Industries acknowledges and agrees that there can be no assurance that any 
employees, including any member of Management, will be offered continued 
employment as part of the Restructuring Transaction; 

e. the Fuel Companies and Management will provide support to the Creditor, Richters and 
such other parties designated by the Creditor from time to time in its sole discretion, 
during the Restructuring Period and will take all commercially reasonable actions that are 
reasonably necessary or appropriate to advance the Restructuring Transaction and to 
maximize the Creditor’s recovery and shall cooperate with the Creditor and Richters in 
completing the Restructuring Transaction. In furtherance of the foregoing, Management 
will work to preserve the current assets, contracts, customers, relationships and goodwill 
of each of Fuel Technologies and Fuel Industries during this time period and take any 
necessary steps to transition Fuel Technologies and Fuel Industries through the 
Restructuring Transaction with its customers and suppliers intact; 

f. except as provided for in the Approved Cash Flow Forecast, the Fuel Companies shall 
not pay or distribute funds to or enter into or pay any settlements with any other current 
or future creditor or shareholders of Fuel Industries or Fuel Technologies without 
obtaining the prior written consent of the Creditor; 

g. Fuel Industries and Fuel Technologies shall continue to provide complete financial 
disclosure, including weekly cash flows and transparency to the Creditor, including but 
not limited to, providing the Creditor with information and regular status updates 
regarding discussions with any third party funders during the Restructuring Period. Each 
of Fuel Industries and Fuel Technologies will agree to Richters’ monitoring of the Fuel 
Industries and Fuel Technologies and their respective affairs which will include and 
involve a reporting by Fuel Industries and Fuel Technologies as requested by Richters 
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from time to time, and periodic attendances by representative by Richter’s at the offices 
of Fuel Industries and/or Fuel Technologies. During the Restructuring Period, Fuel 
Industries and Fuel Technologies will continue to be in control of their respective 
operations but will provide to Richters such information and documentation, as requested 
by Richters from time to time.  

6. Expenses and Legal Fees 

Fuel Industries and/or Fuel Technologies shall pay to the Creditor, as and when incurred, all of its 
fees, costs, expenses, disbursements and taxes, of every nature and kind, incurred by the Creditor 
in the negotiation, preparation and implementation of this Agreement, and all other aspects of the 
relationship between Fuel Industries and/or Fuel Technologies and the Creditor, including the 
enforcement by the Creditor of the Security and the ongoing costs of the engagement of Richters 
and the Creditor’s counsel and advisors (collectively, the “Expenses”), and such amounts shall be 
added to and form part of the Indebtedness and are secured by the Security. In this regard, Fuel 
Industries and Fuel Technologies agree that the Creditor is to be fully indemnified by them for the 
Expenses. 

7. Representations and Warranties 

Fuel Industries and Fuel Technologies represent and warrant as follows to the Creditor which 
representations the Creditor is relying upon in executing this agreement: 

a. the execution and delivery of and performance of their obligations under this Agreement has 
been duly authorized by all necessary action on the part of each of them and does not violate 
any laws or any provision of its constating documents or by-laws or any unanimous 
shareholders’ agreement or other agreement or instrument to which it is subject, or result in 
the creation of any encumbrance on its properties and assets; 

b. there is no matter, fact or event which is known to them which has not been disclosed to the 
Creditor which is likely to have a material adverse effect on the performance of their 
obligations under the Loan Agreements or this Agreement; 

c. to the best of the knowledge of the Fuel Companies, the representations and warranties in the 
Loan Documents are true and correct on the date hereof, except for (i) the existence of the 
events of default under the RBC Indebtedness and the Chou Indebtedness which are referred 
to herein; and (ii) the deterioration of the Fuel Companies financial position in the last three 
months, and all of the representations and warranties are qualified accordingly by the 
occurrence of (i) and (ii); 

d. the Loan Agreements, the Security and all other documents and instruments delivered in 
connection therewith or pursuant thereto (collectively, the “Loan Documents”) including the 
RBC Guarantee and Chou Guarantee are legal, valid and binding obligations, enforceable 
against each of Fuel Industries and Fuel Technologies respectively in accordance with their 
terms and have not been amended, waived, varied or altered; 

e. the Security has been properly perfected and constitutes a security interest in all of the present 
an after-acquired assets, property and undertaking of each of Fuel Industries and Fuel 
Technologies; and  

f. this Agreement has been executed and delivered by each of the Fuel Companies and 
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constitutes a legal, valid and binding agreement of each of them enforceable in accordance 
with its terms. 

8. Amendments to Loan Documents 

a. The RBC Loan Agreement is hereby amended to convert Facility (1) from a revolving demand 
facility to a non-revolving demand facility which is outstanding as at the date hereof before 
giving effect to this Agreement in the principal amount of $241,653.62.   The Creditor is making 
a further advance under Facility (1) on the date hereof in the principal amount of $318,500 (the 
“Facility 1 May 2017 Advance”) such that the aggregate principal amount of Facility (1) after 
giving effect to the transaction contemplated hereby is the principal amount of $560,153.62.  The 
RBC Loan Agreement is hereby amended by deleting the Section entitled “Availability” and 
“General Account” and by replacing them with the following: 

Use of Proceeds of Additional Advances 

“All funds advanced by the Creditor on and subsequent to May 23, 2017 shall be utilized for the 
sole purpose of paying those payables as are approved by the Creditor in its sole discretion.”   

b. The parties confirm that Facility (2) has been removed pursuant to the amending agreement dated 
March 18, 2014. 

c. The RBC Forbearance Agreement is amended by deleting Section 1 in its entirety.  Any 
references in the RBC Forbearance Agreement to the “Forbearance Period” shall be deemed to be 
references to the Restructuring Period, any Termination shall be disregarded and of no effect, and 
any reference therein to “Termination” shall be read with reference to the definition of 
Termination as defined in Section 1 hereof.   

d. The RBC Forbearance Agreement is amended by deleting Sections 2 (d), 2(e), 2(f) and 2(i) 
thereof. 

e. The parties confirm the continuation of the RBC Forbearance Agreement as modified hereby. 

f. All other terms, conditions, undertakings and acknowledgements contained in the Loan 
Documents shall remain in full force and effect to the extent that they are not amended hereby. 

9. Events of Default 

The occurrence of any of the following events shall constitute an event of default (“Event of 

Default”) under this Agreement: 

a. any default in the observance or performance of any covenant, agreement or undertaking 
contained in this Agreement, the Loan Documents or any other agreement between Fuel 
Industries and/or Fuel Technologies and the Creditor; 

b. Fuel Industries and/or Fuel Technologies fail to pay any principal, interest, fees, costs or 
other amounts payable by Fuel Industries or Fuel Technologies under the Loan 
Agreements, this Agreement or the other Loan Documents, as and when due; 

c. the occurrence of any “Event of Default” (as defined in each Loan Agreement) under any 
of the Loan Agreements; 
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d. in the opinion of the Creditor, acting reasonably, there is a material adverse change in the 
financial condition, ownership or operation of Fuel Industries and/or Fuel Technologies, 
or the ability of Fuel Industries and/or Fuel Technologies to pay amounts owing has been 
impaired, worsened or diminished or threatens to further deteriorate; 

e. Fuel Industries and/or Fuel Technologies cease to carry on business or threaten to do so, 
make an assignment for the general benefit of their creditors, file a proposal, deliver a notice 
of Intention to make a proposal or initiate any similar or other type of proceedings 
pursuant to the Bankruptcy and Insolvency Act (Canada), or make or be subject to an 
application for relief under the Companies’ Creditors Arrangement Act (Canada), or a 
receiver, interim-receiver, receiver and manager, trustee, manager, consultant, liquidator, 
agent or other similar party is appointed in respect of their property or any material part 
thereof; 

f. any person takes possession of any part of the property of Fuel Industries and/or Fuel 
Technologies, by way of or in contemplation of enforcement of security, or a distress, 
execution or similar process is levied or enforced against any such property; 

g. if any Notice of Intention to Enforce Security pursuant to s. 244 of the Bankruptcy and 

Insolvency Act (Canada) is issued by any other of the creditors of Fuel Industries and/or 
Fuel Technologies;  

h. if any enforcement steps are taken by any taxing authorities in respect of outstanding 
liabilities of Fuel Industries and/or Fuel Technologies to such taxing authority; 

i. if any judgment for a sum of money is obtained or executions are pursued as against Fuel 
Industries and/or Fuel Technologies on or after the date hereof; and 

j. if any stay of proceedings of any kind shall be in effect with respect to Fuel Industries 
and/or Fuel Technologies, or theirs assets, which in the Creditor’s sole and absolute 
discretion and opinion, affects the Creditor’s rights pursuant to its Security or the 
prospect of complete repayment of the Indebtedness. 

10. Remedies of the Creditor 

Upon the occurrence of an Event of Default or the Termination or expiry of this Agreement: 

a. the Restructuring Period shall terminate and all of the Indebtedness shall, at the option of 
the Creditor, become immediately due and payable; 

b. the Creditor shall be entitled to immediately enforce this Agreement and/or the Security 
and enforce any of its remedies without issuance of any further notice; and 

c. this Agreement and/or the Security shall become immediately enforceable, and the 
Creditor may, in addition to any remedy set forth in this Agreement and/or the Security, 
realize upon all or any part of the Security and commence such legal action or other 
proceedings against Fuel Industries and/or Fuel Technologies or their property or assets, 
enter into possession of any properties or assets charged by or subject to security interests 
contained in the Security, enforce the consent judgement, and may appoint a private or 
Court appointed Receiver, or any other similar proceedings as may be permitted at law or 
in equity, all at such times and in such manner as the Creditor may in its sole discretion 
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deem expedient, and all without any additional notice, presentation, demand, all of which 
are hereby expressly waived and for such purpose, the Creditor may file or use the 
consent to judgement and the consent to the appointment of a receiver executed by the 
Fuel Companies that have been delivered as a condition precedent hereto. 

11. Creditor’s Rights 

It is understood and agreed that nothing contained in this Agreement and no negotiations, 
correspondence or discussions among the parties hereto, shall prejudice, affect or waive any of 
the Creditor’s rights under the terms of the Loan Documents or the Security, except as those 
rights may have been modified by this Agreement. 

12. Affirmation by the Guarantor 

Fuel Technologies ratifies its covenants contained in the RBC Guarantee and the Chou 
Guarantee, and hereby confirms to the Creditor that its guarantees shall be and remain good, 
valid, and binding upon and enforceable against it. It is further understood and agreed that 
nothing contained in this Agreement and no negotiations or discussions among the parties hereto 
shall prejudice the right of the Creditor to pursue its remedies against such guarantor, except as 
those rights may have been modified by this Agreement. 

13. Waivers 

No delay on the part of the Creditor in exercising any remedy or any waiver of the rights given to 
it hereunder or under the Loan Documents or Security shall operate as a waiver thereof, except as 
to a waiver which is specifically given in writing by the Creditor to Fuel Industries and/or Fuel 
Technologies. 

14. Releases 

In consideration of the Forbearance provided for herein, the Fuel Companies forever waive, 
release and discharge any and all claims (including, without limitation, cross-claims, 
counterclaims, rights of compensation, set-off and recoupment), causes of action, demands, suits, 
costs, expenses and damages that they now have or hereafter may have, of whatsoever nature and 
kind, whether known or unknown, whether now existing or hereafter arising, that arise under or 
relate to any of the Loan Agreements, the Security and the other Loan Documents and this 
Agreement or any person’s rights or obligations thereunder, against the Creditor, any of the 
Creditor’s subsidiaries and affiliates, and its and their respective successors, assigns, officers, 
directors, employees, agents, mandataries, lawyers and other representatives,. The provisions of 
the section shall survive that termination of the Loan Agreements and Security and payment in 
full of the Indebtedness.  

15. Currency 

All currency referred to herein shall be in Canadian dollars unless otherwise specified. 

16. Entire Agreement in Writing and Paramountcy. 

This Agreement and the Security and the documents contemplated thereby or taken in support 
thereof, constitute the entire agreement between Fuel Industries, Fuel Technologies and the 
Creditor as to the matters dealt with herein. There are not and shall not be any oral statements, 
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representations, warranties, undertakings or agreements between Fuel Industries, Fuel 
Technologies and the Creditor. In the event of a conflict or inconsistency between the terms of 
the Loan Documents and this Agreement, the provisions of this Agreement shall prevail to the 
extent of the inconsistency. 

17. Amendments 

This Agreement may be modified, cancelled, or extended at any time, but only with the written 
consent and agreement of the Creditor. 

18. Further Assurances 

Fuel Industries and Fuel Technologies shall from time to time and at all times hereafter, at every 
request of the Creditor, make, do, execute and deliver, or cause to be made, done, executed and 
delivered, all such further acts, deeds and assurances and things as may be necessary or desirable 
in the sole opinion of the Creditor for more effectually implementing the true intent and meaning 
of this Agreement. 

19. Successors and Assigns 

This Agreement shall enure to the benefit of and be binding upon the parties hereto and their 
successors and assigns. 

20. Severability 

The parties acknowledge and agree that if any provision of this Agreement or any Schedules 
attached thereto or the application thereof becomes illegal or unenforceable, it shall during such 
period be considered severable from the remaining provisions of this Agreement or any 
Schedules thereto, which shall remain in force and be binding as though the said provision had 
never been included. 

21. Contra Proferentem Rule 

This Agreement and all Schedules attached hereto have been drafted with the equal participation 
of all parties hereto and the parties hereto hereby acknowledge and agree that the contra 
proferentum rule has no application. 

22. Governing Law 

This Agreement shall be governed by the laws of the province of Ontario and the federal laws of 
Canada applicable therein. 

23. Execution 

The parties hereby agree that this Agreement may be executed in counterparts, and further that 
communication of the execution of the document may be made by facsimile or email transmittal, 
and such executed and faxed or emailed versions of the document shall be deemed to be originals 
of the Agreement. 
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24. Legal Advice 

Fuel Industries and Fuel Technologies also acknowledge and agree that they have received 
independent legal advice with respect to the terms and provisions of this Agreement or have been 
advised to obtain the same and have declined to do so. They further agree and acknowledge that 
they have freely elected to enter into this Agreement without any form of duress and that they 
have not been induced or coerced to enter into this Agreement. 

 

 [Remainder of page intentionally left blank. Signature page follows.] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement. 

CHOU ASSOCIATES MANAGEMENT 

INC. 

Per: 

Authorized signatory 

FUEL INDUSTRIES INC. 

Per: 

Authorized signatory

Mike Burns, CEO

FUEL TECHNOLOGIES INC. 

Per: 

Authorized signatory

Mike Burns, CEO 
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SCHEDULE A 

LIST OF SECURITY AND GUARANTEE 

 

RBC SECURITY 
1. General Security Agreement of Fuel Industries Inc., dated March 28, 2003 
2. General Security Agreement of Fuel Industries Inc., dated February 10, 2015 
3. Guarantee and Postponement of Claim of Fuel Technologies Inc., dated August 24, 2015 
4. General Security Agreement of Fuel Technologies Inc., dated August 24, 2015 
 
 
CHOU SECURITY 

1. General Security Agreement of Fuel Industries Inc., dated February 9, 2015 
2. Specific Assignment Agreement of Fuel Industries Inc., dated February 9, 2015 
3. Guarantee and Indemnity Agreement of Fuel Technologies Inc., dated August 24, 2015 
4. General Security Agreement of Fuel Technologies Inc.,  dated August 24, 2015 
5. General Security Agreement of All Girl Arcade Inc., dated June 22, 2016 
6. General Security Agreement of Fuel Entertainment Inc., dated June 22, 2016 
7. General Security Agreement of Fuel Industries Inc., dated June 22, 2016 
8. General Security Agreement of Fuel Industries (U.S.) Inc., dated June 22, 2016 
9. General Security Agreement of Fuel Technologies Inc., dated June 22, 2016 
10. Specific Assignment Agreement of Fuel Industries Inc., dated June 22, 2016 

And all other guarantees and security documents delivered in connection with or pursuant to 
the Chou Loan Agreements. 
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SCHEDULE B 

LIST OF CRITICAL PAYABLES, AMOUNTS OWING AND AMOUNT TO BE PAID 
Use of Initial Funding CAD USD 1.35

CAD payroll - May 5th $181,213

US payroll Apr 14 Estimate $60,093 $44,513

Offshore Resource Payments $11,496 $8,515

Great West Life - CAD Health $19,701

Blue Shield - US Health $29,673 $21,980

Guardian - US LTD/STD $2,975 $2,204

Primus Internet PAP $2,780

Dell Lease PAP $578

$308,508

Other

Rogers Wireless $3,754

Blue Jeans (Conference Lines) $2,673 $1,980

Enbridge $481

US Bank - Fund Overdraft $81 $60

Staff Advances $3,000

$9,989

Funding requirement $318,497

US FX assumption 1.35
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This is Exhibit “BB” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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CONSENT TO APPOINTMENT OF RECEIVER 

 

Fuel Industries Inc. and Fuel Technologies Inc. hereby consent to the immediate 
appointment of a court-appointed receiver of the property of Fuel Industries Inc. 
and Fuel Technologies Inc. on the court-application of Chou Associates Management 
Inc. for such an appointment. 

 

Dated June 19, 2017 

FUEL INDUSTRIES INC. 

Per:  

 

 Authorized signatory 

 

FUEL TECHNOLOGIES INC. 

Per:  

 

 Authorized signatory 
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This is Exhibit “CC” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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Court File No.  

ONTARIO 
SUPERIOR COURT OF JUSTICE 

B E T W E E N : 

CHOU ASSOCIATES MANAGEMENT INC. 
Plaintiff 

- and -

FUEL INDUSTRIES INC. and FUEL TECHNOLOGIES INC. 
Defendants 

CONSENT 

The parties hereto hereby consent to and approve as to form and content the Judgment 

attached hereto. 

The parties hereto hereby certify that no party to this proceeding is under any legal 

disability. 

The parties hereto hereby certify that they were given the opportunity to obtain independent 

legal advice and have done so in advance of executing this Consent to Judgment. 

DATED at _____________________, this _______ day of May, 2017. 

CHOU ASSOCIATES MANAGMEENT INC. 

Per: 

Authorized signatory 
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DATED at _____________________, this _______ day of May, 2017. 

 

FUEL INDUSTRIES INC. 

Per:  

 

 Authorized signatory 

  

 

 

DATED at _____________________, this _______ day of May, 2017. 

 

FUEL TECHNOLOGIES INC. 

Per: 

 

 Authorized signatory 
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Court File No.  
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 
 

THE HONOURABLE JUSTICE                           ) 
 ) 
 ) 

                  DAY, THE    
 
           DAY OF            , 2017 

 
B E T W E E N : 

CHOU ASSOCIATES MANAGEMENT INC. 
Plaintiff 

- and - 

FUEL INDUSTRIES INC. and FUEL TECHNOLOGIES INC. 
Defendants 

 
 
 

JUDGMENT 

 
ON READING the Consent to Judgment filed on behalf of the parties, 

 
1. THIS COURT ORDERS AND ADJUDGES that the Defendants shall pay to the 

Plaintiff, on a joint and several basis, the sum of $8,796,120.95 or such lesser 

sum as may be owing by the Defendants when this Judgment is issued, along 

with interest thereon at the rate of 10.00% per annum from the date of 

judgment. 

 

2. THIS COURT ORDERS AND ADJUDGES that the Defendants shall further pay 

to the Plaintiff, on a joint and several basis, the sum of $303,895.75 or such 

lesser sum as may be owing by the Defendants when this Judgment is issued, 

along with interest thereon at the rate of 10.00% per annum. 
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3. THIS COURT ORDERS AND ADJUDGES that the Defendants shall pay to the 

Plaintiff, on a joint and several basis, the Plaintiff’s legal costs incurred in 

connection with issuing and enforcing this Judgment on a full indemnity basis.  

 ______________________________________  
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This is Exhibit “DD” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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FIRST AMENDMENT AGREEMENT TO  

FORBEARANCE, RESTRUCTURING AND SUPPORT AGREEMENT 

THIS FIRST AMENDMENT AGREEMENT is dated as of the 14th day of June, 2017.  

BETWEEN: 

CHOU ASSOCIATES MANAGEMENT INC. 

(the “Creditor”) 

- and - 

FUEL INDUSTRIES INC. 

(the “Fuel Industries” or the “Borrower”) 

- and - 

FUEL TECHNOLOGIES INC. 

(“Fuel Technologies” or the “Guarantor”, and together with Fuel Industries, the “Fuel Companies”) 

WHEREAS the parties hereto are parties to a forbearance, restructuring and support agreement dated the 
23rd day of May, 2017 (the “Existing Agreement” and capitalized terms not defined herein that are used 
herein shall have the meanings specified in the Existing Agreement);  

AND WHEREAS the parties desire to enter into this first amendment to forbearance, restructuring and 
support agreement on the terms and conditions set forth herein (the “First Amendment Agreement” and 
the Existing Agreement together with the First Amendment Agreement are the “Agreement”); 

NOW THEREFORE in consideration of the acknowledgements, agreements and covenants contained 
herein, and other good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged:  

1. Amendments to the Existing Agreement 

a. Section 8 a. of the Existing Agreement is amended by deleting the second sentence thereof and 
replacing it with the following three sentences: 

The Creditor made a further advance under Facility (1) on the date of the Existing Agreement in 
the principal amount of $318,500 (the “Facility 1 May 2017 Advance”) such that the aggregate 
principal amount of Facility (1) after giving effect to such advance was the principal amount of 
$620,422.81.  The Creditor is making a further advance under Facility (1) of the RBC Loan 
Agreement on the date of the First Amendment Agreement in the principal amount of $100,000 
(the “Facility 1 June 2017 Advance”) such that the aggregate principal amount of Facility (1) 
after giving effect to such advance is the principal amount of $720,422.81.  The proceeds of the 
Facility 1 June 2017 Advance shall be utilized only for satisfaction of and paid on account of 
those payables that have been approved by the Creditor. 
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b. The Fuel Companies confirm that after giving effect to this First Amendment Agreement, the 
RBC Loan Agreement has been amended such that the non-revolving demand loan under Facility 
(1) is outstanding in the aggregate principal of $720,422.81 together with accrued and unpaid 
interest thereon and the Fuel Companies are indebted to the Creditor for such amounts under the 
RBC Loan Agreement. All other terms, conditions, undertakings and acknowledgements 
contained in the Agreement and the other Loan Documents shall remain in full force and effect to 
the extent that they are not amended hereby. 

2. Representations and Warranties 

Fuel Industries and Fuel Technologies represent and warrant as follows to the Creditor which 
representations the Creditor is relying upon in executing this First Amendment Agreement: 

a. the execution and delivery of and performance of their obligations under this First 
Amendment Agreement has been duly authorized by all necessary action on the part of 
each of them and does not violate any laws or any provision of its constating documents 
or by-laws or any unanimous shareholders’ agreement or other agreement or instrument 
to which it is subject, or result in the creation of any encumbrance on its properties and 
assets; and 

b. this Agreement has been executed and delivered by each of the Fuel Companies and 
constitutes a legal, valid and binding agreement of each of them enforceable in 
accordance with its terms.  

3. Affirmation by the Fuel Companies 

Fuel Technologies ratifies its covenants contained in the RBC Guarantee and the Chou 
Guarantee, and hereby confirms to the Creditor that its guarantees shall be and remain good, 
valid, and binding upon and enforceable against it. It is further understood and agreed that 
nothing contained in this First Amendment Agreement and no negotiations or discussions among 
the parties hereto shall prejudice the right of the Creditor to pursue its remedies against such 
guarantor, except as those rights may have been modified by this First Amendment Agreement. 

Fuel Industries and Fuel Technologies confirm that entering into this Agreement does not vitiate, 
alter, release or discharge them from their obligations pursuant to any security given in favour of 
the Creditor and confirm that the Security remains in full force and effect and continues to be 
binding against them and shall stand as general and continuing collateral security for the payment 
and performance of all debts, liabilities and obligations, including, without limitation, the 
obligations relating to the Facility 1 June 2017 Advance, whether present and future, direct or 
indirect, absolute or contingent, matured or not, of each of them respectively under, in connection 
with, pursuant to or relating to the Agreement, the Loan Agreements and the other Loan 
Documents. 

4. Waivers 

No delay on the part of the Creditor in exercising any remedy or any waiver of the rights given to 
it hereunder or under the Loan Documents or Security shall operate as a waiver thereof, except as 
to a waiver which is specifically given in writing by the Creditor to Fuel Industries and/or Fuel 
Technologies.
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5. Currency 

All currency referred to herein shall be in Canadian dollars unless otherwise specified. 

6. Entire Agreement in Writing and Paramountcy. 

The Agreement and the Security and the documents contemplated thereby or taken in support 
thereof, constitute the entire agreement between Fuel Industries, Fuel Technologies and the 
Creditor as to the matters dealt with herein. There are not and shall not be any oral statements, 
representations, warranties, undertakings or agreements between Fuel Industries, Fuel 
Technologies and the Creditor. In the event of a conflict or inconsistency between the terms of 
the Loan Documents and the Agreement, the provisions of the Agreement shall prevail to the 
extent of the inconsistency. 

7. Amendments 

This First Amendment Agreement may be modified, cancelled, or extended at any time, but only 
with the written consent and agreement of the Creditor. 

8. Further Assurances 

Fuel Industries and Fuel Technologies shall from time to time and at all times hereafter, at every 
request of the Creditor, make, do, execute and deliver, or cause to be made, done, executed and 
delivered, all such further acts, deeds and assurances and things as may be necessary or desirable 
in the sole opinion of the Creditor for more effectually implementing the true intent and meaning 
of this First Amendment Agreement. 

9. Successors and Assigns 

This First Amendment Agreement shall enure to the benefit of and be binding upon the parties 
hereto and their successors and assigns. 

10. Severability 

The parties acknowledge and agree that if any provision of this First Amendment Agreement or 
any Schedules attached thereto or the application thereof becomes illegal or unenforceable, it 
shall during such period be considered severable from the remaining provisions of this First 
Amendment Agreement or any Schedules thereto, which shall remain in force and be binding as 
though the said provision had never been included. 

11. Contra Proferentem Rule 

This First Amendment Agreement and all Schedules attached hereto have been drafted with the 
equal participation of all parties hereto and the parties hereto hereby acknowledge and agree that 
the contra proferentum rule has no application. 

12. Governing Law 

This First Amendment Agreement shall be governed by the laws of the province of Ontario and 
the federal laws of Canada applicable therein.
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13. Execution 

The parties hereby agree that this First Amendment Agreement may be executed in counterparts, 
and further that communication of the execution of the document may be made by facsimile or 
email transmittal, and such executed and faxed or emailed versions of the document shall be 
deemed to be originals of the Agreement. 

14. Legal Advice 

Fuel Industries and Fuel Technologies also acknowledge and agree that they have received 
independent legal advice with respect to the terms and provisions of this First Amendment 
Agreement or have been advised to obtain the same and have declined to do so. They further 
agree and acknowledge that they have freely elected to enter into this First Amendment 
Agreement without any form of duress and that they have not been induced or coerced to enter 
into this First Amendment Agreement. 

 

 [Remainder of page intentionally left blank. Signature page follows.] 
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IN WITNESS WHEREOF, the parties hereto have executed this First Amendment Agreement 

CHOU ASSOCIATES MANAGEMENT 
INC. 
Per: 

As24.4„......,..;  

Authorized signatory 

FUEL INDUSTRIES INC. 
Per: 

Authorized signatory 

FUEL TECHNOLOGIES INC. 
Per: 

Authorized signatory 
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IN WITNESS WHEREOF, the parties hereto have executed this First Amendment Agreement. 

 

 

CHOU ASSOCIATES MANAGEMENT 

INC. 

Per:  

 

 Authorized signatory 

 

 

FUEL INDUSTRIES INC. 

Per: 

 
 Authorized signatory 

 

 

FUEL TECHNOLOGIES INC. 

Per:  

 
 Authorized signatory 
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This is Exhibit “EE” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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SECOND AMENDMENT AGREEMENT TO  

FORBEARANCE, RESTRUCTURING AND SUPPORT AGREEMENT 

THIS SECOND AMENDMENT AGREEMENT is dated as of the 27th day of June, 2017.  

BETWEEN: 

CHOU ASSOCIATES MANAGEMENT INC. 

(the “Creditor”) 

- and - 

FUEL INDUSTRIES INC. 

(the “Fuel Industries” or the “Borrower”) 

- and - 

FUEL TECHNOLOGIES INC. 

(“Fuel Technologies” or the “Guarantor”, and together with Fuel Industries, the “Fuel 

Companies”) 

WHEREAS the parties hereto are parties to a forbearance, restructuring and support 
agreement dated the 23rd day of May, 2017 (the “Existing Agreement” and capitalized terms 
not defined herein that are used herein shall have the meanings specified in the Existing 
Agreement);  

AND WHEREAS the parties desire to enter into this Second Amendment to forbearance, 
restructuring and support agreement on the terms and conditions set forth herein (the 
“Second Amendment Agreement” and the Existing Agreement together with the Second 
Amendment Agreement are the “Agreement”); 

NOW THEREFORE in consideration of the acknowledgements, agreements and covenants 
contained herein, and other good and valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged:  

1. Amendments to the Existing Agreement and the RBC Loan Agreement 

a. Section 1 of the Existing Agreement is amended by deleting the date of “June 27, 2017” 
in the fourth line thereof and replacing it with the date “July 14, 2017”. 

b. The RBC Loan Agreement is amended by changing the defined term “the Bank” to the 
defined term “the Lender” throughout the RBC Loan Agreement and deleting the text 
under the heading “Credit Facilities” in the RBC Loan Agreement and replacing it 
with the following: 

“The Borrower acknowledges that it is indebted in the principal amount outstanding 
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as recorded by the Lender in the column headed “Unpaid Principal Balance” on the 
record (the “Grid”) attached as Schedule “A” to and forming part of this Agreement, 
with interest on such amount at the rate, calculated in the manner and payable at the 
times specified in the RBC Loan Agreement. The Lender may from time to time in its 
sole discretion make further advances (each, an “Advance”) to the Borrower of 
principal and  the Lender shall and is unconditionally and absolutely authorized and 
directed by the Borrower to record on the Grid (i) the date and amount of each 
Advance made by the Lender and the resulting increase of the Unpaid Principal 
Balance, and (ii) the date and amount of each repayment on account of the principal 
paid to the Lender and the resulting decrease of the Unpaid Principal Balance.  Such 
notations, in the absence of manifest mathematical error, shall be prima facie evidence 
of such Advances and repayments; provided that the failure of the Lender to record 
the same shall not affect the obligations of the Borrower to pay such amounts to the 
Lender. 

The proceeds each Advance shall be utilized only for satisfaction of and paid on 
account of those payables that have been approved by the Lender.” 

c. The Fuel Companies confirm that after giving effect to this Second Amendment 
Agreement, the RBC Loan Agreement has been amended such that the non-revolving 
demand loan under Facility (1) is outstanding as at the date hereof in the aggregate 
principal shown as the Unpaid Principal Balance on the Grid together with accrued 
and unpaid interest thereon and the Fuel Companies are indebted to the Creditor for 
such amounts under the RBC Loan Agreement. All other terms, conditions, 
undertakings and acknowledgements contained in the Agreement and the other Loan 
Documents shall remain in full force and effect to the extent that they are not amended 
hereby. 

2. Representations and Warranties 

Fuel Industries and Fuel Technologies represent and warrant as follows to the 
Creditor which representations the Creditor is relying upon in executing this Second 
Amendment Agreement: 

a. the execution and delivery of and performance of their obligations under this 
Second Amendment Agreement has been duly authorized by all necessary 
action on the part of each of them and does not violate any laws or any 
provision of its constating documents or by-laws or any unanimous 
shareholders’ agreement or other agreement or instrument to which it is 
subject, or result in the creation of any encumbrance on its properties and 
assets; and 

b. this Agreement has been executed and delivered by each of the Fuel 
Companies and constitutes a legal, valid and binding agreement of each of 
them enforceable in accordance with its terms.  

3. Affirmation by the Fuel Companies 

Fuel Technologies ratifies its covenants contained in the RBC Guarantee and the Chou 
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Guarantee, and hereby confirms to the Creditor that its guarantees shall be and remain 
good, valid, and binding upon and enforceable against it. It is further understood and 
agreed that nothing contained in this Second Amendment Agreement and no 
negotiations or discussions among the parties hereto shall prejudice the right of the 
Creditor to pursue its remedies against such guarantor, except as those rights may 
have been modified by this Second Amendment Agreement. 

Fuel Industries and Fuel Technologies confirm that entering into this Agreement does 
not vitiate, alter, release or discharge them from their obligations pursuant to any 
security given in favour of the Creditor and confirm that the Security remains in full 
force and effect and continues to be binding against them and shall stand as general 
and continuing collateral security for the payment and performance of all debts, 
liabilities and obligations, including, without limitation, the obligations relating to the 
Facility 1 June 2017 Advance, whether present and future, direct or indirect, absolute 
or contingent, matured or not, of each of them respectively under, in connection with, 
pursuant to or relating to the Agreement, the Loan Agreements and the other Loan 
Documents. 

4. Waivers 

No delay on the part of the Creditor in exercising any remedy or any waiver of the 
rights given to it hereunder or under the Loan Documents or Security shall operate as 
a waiver thereof, except as to a waiver which is specifically given in writing by the 
Creditor to Fuel Industries and/or Fuel Technologies. 

5. Currency 

All currency referred to herein shall be in Canadian dollars unless otherwise specified. 

6. Entire Agreement in Writing and Paramountcy. 

The Agreement and the Security and the documents contemplated thereby or taken in 
support thereof, constitute the entire agreement between Fuel Industries, Fuel 
Technologies and the Creditor as to the matters dealt with herein. There are not and 
shall not be any oral statements, representations, warranties, undertakings or 
agreements between Fuel Industries, Fuel Technologies and the Creditor. In the event 
of a conflict or inconsistency between the terms of the Loan Documents and the 
Agreement, the provisions of the Agreement shall prevail to the extent of the 
inconsistency. 

7. Amendments 

This Second Amendment Agreement may be modified, cancelled, or extended at any 
time, but only with the written consent and agreement of the Creditor. 

8. Further Assurances 

Fuel Industries and Fuel Technologies shall from time to time and at all times 
hereafter, at every request of the Creditor, make, do, execute and deliver, or cause to 
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be made, done, executed and delivered, all such further acts, deeds and assurances 
and things as may be necessary or desirable in the sole opinion of the Creditor for 
more effectually implementing the true intent and meaning of this Second 
Amendment Agreement. 

9. Successors and Assigns 

This Second Amendment Agreement shall enure to the benefit of and be binding upon 
the parties hereto and their successors and assigns. 

10. Severability 

The parties acknowledge and agree that if any provision of this Second Amendment 
Agreement or any Schedules attached thereto or the application thereof becomes 
illegal or unenforceable, it shall during such period be considered severable from the 
remaining provisions of this Second Amendment Agreement or any Schedules 
thereto, which shall remain in force and be binding as though the said provision had 
never been included. 

11. Contra Proferentem Rule 

This Second Amendment Agreement and all Schedules attached hereto have been 
drafted with the equal participation of all parties hereto and the parties hereto hereby 
acknowledge and agree that the contra proferentum rule has no application. 

12. Governing Law 

This Second Amendment Agreement shall be governed by the laws of the province of 
Ontario and the federal laws of Canada applicable therein. 

13. Execution 

The parties hereby agree that this Second Amendment Agreement may be executed in 
counterparts, and further that communication of the execution of the document may 
be made by facsimile or email transmittal, and such executed and faxed or emailed 
versions of the document shall be deemed to be originals of the Agreement. 

14. Legal Advice 

Fuel Industries and Fuel Technologies also acknowledge and agree that they have 
received independent legal advice with respect to the terms and provisions of this 
Second Amendment Agreement or have been advised to obtain the same and have 
declined to do so. They further agree and acknowledge that they have freely elected to 
enter into this Second Amendment Agreement without any form of duress and that 
they have not been induced or coerced to enter into this Second Amendment 
Agreement. 

 
 [Remainder of page intentionally left blank. Signature page follows.] 
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IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment 
Agreement. 

CHOU ASSOCIATES MANAGEMENT 

INC. 

Per: 

Authorized signatory 

FUEL INDUSTRIES INC. 

Per: 

Authorized signatory 

FUEL TECHNOLOGIES INC. 

Per:  

Authorized signatory 
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IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment 
Agreement. 
 
 

CHOU ASSOCIATES MANAGEMENT 
INC. 
Per:  

 

 Authorized signatory 
 
 

FUEL INDUSTRIES INC. 
Per:  

 
 Authorized signatory 

 
 

FUEL TECHNOLOGIES INC. 
Per:  

 
 Authorized signatory 
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Schedule A 

Grid for Advances and Repayments of Principal 

 

Nature and  
Date of Advance 

Amount of 
Principal 

Advanced 

Repayments of 
Principal 

Unpaid Principal 
Balance 

RBC principal at May 23, 
2017 assigned to Lender 

$241,653.62  $241,653.62 

RBC costs paid by Lender 
added to principal at May 
23, 2017 

$60,269.19  $301,922.81 

May 23, 2017 Advance $315,500.00  $620,422.81 

June 14, 2017 Advance $100,000.00  $720,422.81 

June 28, 2017 Advance $190,000.00  $910,422.81 
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This is Exhibit “FF” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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STIKEMAN ELLIOTT 

Stikeman Elliott LLP Barristers & Solicitors 

5300 Commerce Court West, 199 Bay Street, Toronto, Canada M5L 1 B9 
Tel: (416) 869-5500 Fax: (416) 947-0866 www.stikeman.com  

Elizabeth Pillon 
Direct: (416) 869-5623 
E-mail: 1pillon@stikeman.com  

BY EMAIL 	 July 17, 2017 

Fuel Industries Inc. 
7 Hinton Avenue North, Suite 100 
Ottawa, Ontario K1Y 4P1 

 

Our File No. 141895-1001 

Attention: Mike Burns and Julie Allen 

 

   

Dear Sirs/ Mesdames: 

Re: 	Indebtedness to Chou Associates Management Inc. 

We are the lawyers for Chou Associates Management Inc. ("Chou Management"). 
Fuel Industries Inc. (the "Company") is indebted to Chou Management as of July 7, 
2017 in respect of the following: 

a) A Loan Agreement between Chou Management and the Company 
dated as of February 9, 2015, as amended to the date hereof (the 
"Industries Loan Agreement"; 

b) A Loan Agreement between Chou Management and Fuel 
Technologies Inc. dated June 22, 2016 to which the Company is a 
party as a "Debtor Party" (as defined therein), as amended to the date 
hereof (the "Technologies Loan Agreement"); and 

c) any guarantee of the obligations provided from time to time by the 
Company in relation to obligations under the Technologies Loan 
Agreement. 

The indebtedness owed to Chou Management by the Company as of July 7, 2017 is 
in the aggregate amount of $7,194,820, plus ongoing interest, fees, costs and 
disbursements (the "Indebtedness"). The Indebtedness is secured by, inter alia, the 
following security granted by the Company: 

a) A General Security Agreement granted by the Company in favour of 
Chou Management dated February 9, 2015 securing, inter alia, the 
obligations of the Company under the Industries Loan Agreement; 
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b) A Specific Assignment between the Company and Chou Management 
dated February 9, 2015; and 

c) A General Security Agreement granted by the Company in favour of 
Chou Management dated June 22, 2016 securing, inter alia, the 
obligations of Fuel Technologies Inc. and the Company under the 
Technologies Loan Agreement 

(collectively, the "Security"). 

The Indebtedness was the subject of a forbearance agreement which lapsed on July 
14, 2017. In light of the Company's previously acknowledged defaults with respect 
to the above-noted loan and Security, and the failure of the Company to secure an 
offer for the Company on or before July 14, 2017, the forbearance period is treated at 
an end and we hereby demand payment from the Company of the full amount of the 
Indebtedness, along with accrued interest and costs. 

Enclosed please find a Notice of Intention to Enforce Security which is delivered 
pursuant to subsection 244(1) of the Bankruptcy and Insolvency Act, along with a 
consent with respect to earlier enforcement for your execution. As the Company 
previously received notice under the RBC Credit Agreement, has acknowledged the 
Chou Indebtedness in the Forbearance Agreement and consent to the appointment 
of a Receiver within the Forbearance Agreement, we trust that the Company will 
waive the 10 day notice period. 

Yours truly, 

PPyr  

Elizabe 	illon 

/ as 
End. 
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Notice of Intention to Enforce Security 
(Rule 124) 

To: 	Fuel Industries Inc. ("Fuel Industries"), an insolvent person. 

Take notice that: 

1. 	Chou Associates Management Inc. ("Chou") , a secured creditor, intends to enforce 
its security on Fuel Industries' property as described below: 

(a) 
	

all of the property and undertaking of Fuel Industries now owned or 
hereafter acquired and all of the property and undertaking in which Fuel 
Industries now has or hereafter acquires any interest including all of Fuel 
Industries': 

(i) present and after-acquired personal property; 

(ii) present and future equipment, including all machinery, fixtures, 
plant, tools, furniture, vehicles of any kind or description, all spare 
parts, accessories installed in or affixed or attached to any of the 
foregoing, and all drawings, specifications, plans and manuals 
relating thereto; 

(iii) present and future inventory of Fuel Industries, including all raw 
materials, materials used or consumed in the business of Fuel 
Industries, work-in-progress, finished goods, goods used for packing, 
materials used in the business of Fuel Industries not intended for sale, 
and goods acquired or held for sale or furnished or to be furnished 
under contracts of rental or service; 

(iv) present and future debts, demands and amounts due or accruing due 
to Fuel Industries whether or not earned by performance, including 
without limitation its book debts, accounts receivable and claims 
under policies of insurance, and all contracts, security interests and 
other rights and benefits in respect thereof; 

(v) present and future intangible personal property of Fuel Industries, 
including all contract rights, goodwill, patents, trademarks, 
copyrights and other intellectual property, and all other choses in 
action of Fuel Industries of every kind, whether due at the present 
time or hereafter to become due or owing; 

(vi) present and future money, documents of title, chattel paper, financial 
assets and investment property; 

(vii) Instruments and Securities (each as defined in the Security 
Agreements defined below); 
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(viii) All real and immovable property, wherever situate, and all buildings, 
structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; 

(ix) All books, accounts, invoices, letters, papers, documents and other 
records in any form or medium evidencing or relating to the property 
described in paragraphs 1(a)(i) to Error! Reference source not found. 
above; and 

(x) all proceeds in any form derived directly or indirectly from any 
dealing with all or any part of the property described in paragraphs 
1(a)(i) to 1(a)(ix) above. 

	

2. 	The security that is to be enforced is in the form of: 

(a) A General Security Agreement granted by Fuel Industries in favour of Chou 
dated February 9, 2015; 

(b) A Specific Assignment between Fuel Industries and Chou dated February 9, 
2015; and 

(c) A General Security Agreement granted by Fuel Industries in favour of Chou 
dated June 22, 2016. 

	

3. 	The total amount of indebtedness secured by the security is $7,194,820 as of July 7, 
2017, plus any accrued interest, fees and expenses incurred between the date of this 
notice and the date of enforcement. 

	

4. 	The secured creditor will not have the right to enforce the security until after the 
expiry of the 10-day period after this notice is sent unless the insolvent person 
consents to an earlier enforcement. 

Dated at Toronto, this 17th day of July, 2017. 

CHOU ASSOCIATES MANAGEMENT 
INC. 

By: 	 ax4-4,,„ 

Name: Francis Chou 
Title: Chief Executive Officer 

6750595 v2 

501



Consent to Waiver of Notice Period 

Fuel Industries Inc. ("Fuel Industries") acknowledges that on July 17, 2017, it received a 
Notice of Intention to Enforce Security pursuant to section 244 of the Bankruptcy and 
Insolvency Act, RSC 1985, c B-3 (the "BIA") dated July 17, 2017 from Chou Associates 
Management Inc. ("Chou"). 

Fuel Industries acknowledges that the Notice of Intention to Enforce Security is proper 
notice under the BIA and hereby consents, in writing, to the waiver of the statutory 10-day 
notice period prescribed under the BIA. 

Date: 	  

FUEL INDUSTRIES INC. 

By: 

Authorized Signing Officer 
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This is Exhibit “GG” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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STIKEMAN ELLIOTT 

Stikeman Elliott LLP Barristers & Solicitors 

5300 Commerce Court West, 199 Bay Street, Toronto, Canada M5L 1B9 
Tel: (416) 869-5500 Fax: (416) 947-0866 www.stikeman.com  

Elizabeth Pillon 
Direct: (416) 869-5623 
E-mail: 1pillon@stikeman.com  

BY EMAIL 	 July 17, 2017 

Fuel Technologies Inc. 	 Our File No. 141895-1001 
7 Hinton Avenue North, Suite 100 
Ottawa, Ontario K1Y 4P1 

Attention: Mike Burns and Julie Allen 

Dear Sirs/Mesdames: 

Re:, Indebtedness to Chou Associates Management Inc. 

We are the lawyers for Chou Associates Management Inc. ("Chou Management"). 
Fuel Technologies Inc. (the "Company") is indebted to Chou Management as of July 
7, 2017 in respect of the following: 

a) A Guarantee dated August 24, 2015 from the Company (the 
"Technologies Guarantee") of the obligations of Fuel Industries Inc. 
under a Loan Agreement between Fuel Industries Inc. and Chou 
Management dated February 9 ,2015, as amended to the date hereof; 
and 

b) A Loan Agreement between Chou Management and the Company 
dated as of June 22, 2016, as amended to the date hereof (the 
"Technologies Loan Agreement"). 

The indebtedness owed to Chou Management by the Company as of July 7, 2017 is 
in the aggregate amount of $7,194,820, plus ongoing interest, fees, costs and 
disbursements (the "Indebtedness"). The Indebtedness is secured by, inter alia, the 
following security granted by the Company: 

a) a general security agreement dated August 24, 2015 granted by the 
Company securing, inter alia, its obligations under the Technologies 
Guarantee; and 

b) A General Security Agreement granted by the Company in favour of 
Chou dated June 22, 2016 securing, inter alia, its obligations under the 
Technologies Loan Agreement 

(collectively, the "Security"). 
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The Indebtedness was the subject of a forbearance agreement which lapsed on July 
14, 2017. In light of the Company's previously acknowledged defaults with respect 
to the above-noted loan and Security, and the failure of the Company to secure an 
offer for the Company on or before July 14, 2017, the forbearance period is treated at 
an end and we hereby demand payment from the Company of the full amount of the 
Indebtedness, along with accrued interest and costs. 

Enclosed please find a Notice of Intention to Enforce Security which is delivered 
pursuant to subsection 244(1) of the Bankruptcy and Insolvency Act, along with a 
consent with respect to earlier enforcement for your execution. As the Company 
previously received notice under the RBC Credit Agreement, has acknowledged the 
Chou Indebtedness in the Forbearance Agreement and consent to the appointment 
of a Receiver within the Forbearance Agreement, we trust that the Company will 
waive the 10 day notice period. 

Yours truly, 

Elizabeth illon 

/ as 
End. 
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Notice of Intention to Enforce Security 
(Rule 124) 

To: 	Fuel Technologies Inc. ("Fuel Technologies"), an insolvent person. 

Take notice that: 

1. 	Chou Associates Management Inc. ("Chou") , a secured creditor, intends to enforce 
its security on Fuel Technologies' property as described below: 

(a) 	all of the property and undertaking of Fuel Technologies now owned or 
hereafter acquired and all of the property and undertaking in which Fuel 
Technologies now has or hereafter acquires any interest including all of Fuel 
Technologies': 

(i) present and after-acquired personal property; 

(ii) present and future equipment, including all machinery, fixtures, 
plant, tools, furniture, vehicles of any kind or description, all spare 
parts, accessories installed in or affixed or attached to any of the 
foregoing, and all drawings, specifications, plans and manuals 
relating thereto; 

(iii) present and future inventory, including all raw materials, materials 
used or consumed in the business of Fuel Technologies, work-in-
progress, finished goods, goods used for packing, materials used in 
the business of Fuel Technologies not intended for sale, and goods 
acquired or held for sale or furnished or to be furnished under 
contracts of rental or service; 

(iv) present and future debts, demands and amounts due or accruing due 
to Fuel Technologies whether or not earned by performance, 
including without limitation its book debts, accounts receivable and 
claims under policies of insurance, and all contracts, security interests 
and other rights and benefits in respect thereof; 

(v) present and future intangible personal property of Fuel Technologies, 
including all contract rights, goodwill, patents, trademarks, 
copyrights and other intellectual property, and all other choses in 
action of Fuel Technologies of every kind, whether due at the present 
time or hereafter to become due or owing; 

(vi) present and future money, documents of title, chattel paper, financial 
assets and investment property; 

(vii) Instruments and Securities (each as defined in the Security 
Agreements defined below); 
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(viii) real and immovable property, wherever situate, and all buildings, 
structures, fixtures, hereditaments and appurtenances thereon or 
relating thereto; 

(ix) the Software and Intellectual Property (as defined in the IP Transfer 
Agreement); 

(x) books, accounts, invoices, letters, papers, documents and other 
records in any form or medium evidencing or relating to the property 
described in paragraphs 1(a)(i) to Error! Reference source not found. 
above; and 

(xi) all proceeds in any form derived directly or indirectly from any 
dealing with all or any part of the property described in paragraphs 
1(a)(i) to 1 (a)(x) above. 

	

2. 	The security that is to he enforced is in the form of: 

(a) A General Security Agreement granted by Fuel Technologies in favour of 
Chou dated August 24, 2015; and 

(b) A General Security Agreement granted by Fuel Technologies in favour of 
Chou dated June 22, 2016. 

	

3. 	The total amount of indebtedness secured by the security is $7,194,820 as of July 7, 
2017, plus any accrued interest, fees and expenses incurred between the date of this 
notice and the date of enforcement. 

	

4. 	The secured creditor will not have the right to enforce the security until after the 
expiry of the 10-day period after this notice is sent unless the insolvent person 
consents to an earlier enforcement. 

Dated at Toronto, this 17th day of July, 2017. 

CHOU ASSOCIATES MANAGEMENT 
INC. 

By: 

Name: Francis Chou 
Title: Chief Executive Officer 
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Consent to Waiver of Notice Period 

Fuel Technologies Inc. ("Fuel Technologies") acknowledges that on July 17, 2017, it 
received a Notice of Intention to Enforce Security pursuant to section 244 of the Bankruptcy 
and Insolvency Act, RSC 1985, c B-3 (the "BIA") dated July 17, 2017 from Chou Associates 
Management Inc. ("Chou"). 

Fuel Technologies acknowledges that the Notice of Intention to Enforce Security is proper 
notice under the BIA and hereby consents, in writing, to the waiver of the statutory 10-day 
notice period prescribed under the BIA. 

Date: 	  

FUEL TECHNOLOGIES INC. 

By: 
Authorized Signing Officer 
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This is Exhibit “HH” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 
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                                              TRANSACTION OPPORTUNITY: 

        
INNOVATIVE DIGITAL CREATIVE AGENCY 

COMPANY OVERVIEW 
 

Fuel Youth (“Fuel”) is a premiere digital creative agency in the youth, millennial, and family space that connects brands with 
audiences through innovative technological development. Fuel builds digital brand engagement through augmented reality 
and virtual reality experiences, immersive virtual worlds, mobile apps, social games, branded entertainment, interactive 
multi-screen experiences, interactive rich media advertising, and digital loyalty programs.  

Founded in Canada over 15 years ago, Fuel quickly became known as an industry leader by pushing the limits of technology 
and design. The technology and creative teams operate out of the Ottawa location, with the CEO and business development 
team based in Los Angeles, giving the company direct access to a significant and growing customer base.  

INVESTMENT HIGHLIGHTS 

An attractive opportunity for potential investors due to the following positive attributes:

Impressive client list with recurring revenue 

Fuel’s ability to deliver has caused them to attract some of 
the top Fortune 500 brands in the world who continue to 
provide recurring revenue and attract other top brands.  

Global industry recognition 

The agency is frequently noted in industry publications and 
regularly nominated or awarded global advertising and 
digital media awards, further increasing brand awareness in 
the market.  

Significant market opportunities 

Digital revenue in the U.S. alone grew 20% last year, with 
digital advertising representing 38% of the average 
company’s annual advertising budget.  Fuel is ready to 
leverage its expertise to take advantage of these trends and 
position itself at the forefront of digital marketing. 

Understanding of market 

Publisher of a recognized industry magazine focused on 
trends and themes surrounding youth engagement with 
digital content, Fuel is considered to be a leading resource 
on marketing to youth and young adults.   

Strong leadership  

The executives boast a depth of experience in the digital 
marketing industry, initially gaining their experience from 
creative studios of firms such as Disney and Electronic Arts. 
The current CEO has received multiple awards and was 
named one of Ernst & Young’s “Top 50 Entrepreneurs in 
Canada”.  

History of attracting and retaining top talent 

Fuel has developed one of the most capable and committed 
teams in the industry by attracting top talent from 
universities through its participation in education internship 
programs, and from other agencies through its incredible 
brand in the digital agency space.  

Business and product insights through analytical expertise 

With an internally developed technology platform and 
significant experience across industry standard analytics 
platforms, Fuel is an expert in providing digital product 
insights driven by audience engagement in order to grow 
brand impact.  
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Richter Advisory Group Inc. 
181 Bay Street, 33rd Floor 
Toronto, ON M5J 2T3 
www.richter.ca 
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CURRENT TECHNOLOGIES 

Technological innovation through internal research and development has created proven platforms, apps, and games that 
drive brand engagement and ROI. These technologies span across augmented reality, virtual reality, web and mobile 
development, and digital media. With creative expertise in both digital development and media planning, Fuel is uniquely 
able to ensure the products developed include demographic-specific audience acquisition strategies to grow a highly engaged 
brand audience and ensure a significant ROI. 

FINANCIAL INFORMATION 

Leveraging the strong brand recognition in the digital space and tapping into the potential in the market, the agency is well 
positioned for significant growth by 2019. The company is forecasting strong sales going forward with top brands already 
contracted for work through 2017.  

 

 

 

 

 

 

 

PROCESS OVERVIEW 

Richter Advisory Group Inc. (“Richter”) has been engaged to support the company, which includes the launching of a sale 
and investor solicitation process to explore a transaction involving the sale of the Fuel. 

The next steps of the process are: 

- All interested parties must execute a non-disclosure agreement (“NDA”); 
- Once the NDA is executed, interested parties will be provided with access to confidential materials maintained in a 

data room to begin due diligence investigations; 
- Interested parties will be invited to schedule a meeting with senior management of Fuel; 
- Interested parties will then be provided with a letter setting out the procedures for submitting a binding proposal (the 

“Letter of Instruction”) with a view to completing a transaction. 

The deadline for submission of proposals in line with the Letter of Instruction is July 14, 2017 at 5:00 p.m. (EST). 

The company reserves the right to negotiate with one or more prospective parties at any time and to enter into a definitive 
agreement relating to a transaction without prior notice to the recipient or any other parties. Further, the company reserves the 
right to terminate the due diligence investigation and sales process and to modify any timelines or terms without giving 
advanced notice or providing reason therefore. 

Thank you for taking the time to consider this opportunity. If you would like to execute an NDA or discuss any specific 
questions please direct all enquiries to: 

Paul van Eyk 
Partner 

(416) 485-4592 
pvaneyk@richter.ca 

Caleigh Smith 
Associate 

(416) 488-2345 
csmith@richter.ca
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Richter Advisory Group Inc. 
181 Bay Street, 33rd Floor 
Toronto, ON M5J 2T3 
www.richter.ca 

 
Strictly Private & Confidential 
 

Via E-mail: [email] 
 
Attention: [] 
 
Re: Fuel Industries Inc.  – Submission of Non-Binding Proposal 
 
 
We appreciate your continued interest in Fuel Industries Inc. (“Fuel” or, the “Company”) and the time and 
effort you have expended to date in considering this opportunity. This letter sets out the procedures for 
indicating your interest in pursuing a potential transaction with Fuel. This letter is being furnished to you 
pursuant to the non-disclosure agreement (the “NDA”) which you have executed with the Company.  

 
As you are aware, Richter Advisory Group Inc. (“Richter”) has been retained as financial advisor to support 
the Company to conduct a sale and investor solicitation process (the “Process”) in order to solicit interest 
in a transaction with the Company. To facilitate the evaluation of your interest in the Company, we request 
that you submit to Richter, a written non-binding acquisition proposal (the “Proposal”). 
 
Richter is requesting Proposals from interested parties (“Interested Parties”) and, together with the Company, 
will evaluate such Proposals to determine which Interested Parties, if any, will be invited to continue to 
participate in the next phase of the Process. Proposals will be evaluated based on several factors, including but 
not limited to, maximizing the Company’s value, ability to support the Company’s growth going forward and 
demonstrating an ability and willingness to complete due diligence, documentation and closing in an 
expeditious manner. 

 
 

Deadline for Submission of Non-Binding Proposal 

The deadline for submission of Proposals is July 14, 2017 at 5:00 p.m. (Eastern Daylight Time). The 
Proposal must be submitted in writing on company letterhead and sent electronically no later than the 
foregoing deadline. The Company and Richter will evaluate all Proposals received and select one or more 
Interested Parties to continue into the next phase of the Process. 
 
Contents of Non-Binding Proposal 

Your Proposal should reflect the following information and should discuss in reasonable detail all matters 
relating to the transaction including clear statements with respect to at least the following: 

1. Proposed Transaction. The type of transaction you are proposing; 

2. Purchase Price. A preliminary indication of the value that you would be prepared to offer;  

3. Form of Consideration. The key assumptions on which your Proposal is based together with an 
explanation of the methods used to determine the amount of your purchase or subscription price, 
including any material qualifications. Please provide detailed assumptions regarding any non-cash 
consideration; 

4. Financing. A specific indication of the anticipated sources and timing of financing, if any, including the 
names of any lenders or partners and the steps necessary to obtain funding commitments or any related 
contingencies; 

5. Acquiring Entity. The name, jurisdiction of organization and a description of the entity that is intended 
to be the acquiring entity, its ultimate parent entity, any other relevant affiliates, and any proposed co-
investors or other relevant parties that would be participating in the transaction; 

6. Strategic Plan. An indication of your intention regarding the operations, assets, employees and 
management of the Company following the transaction as well as discussions of the strategic fit with 
your existing operations; 
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7. Due Diligence. Your Proposal should include a description of the key information you will require 
to complete your due diligence; 

8. Timing & Approvals. Outline any material considerations affecting timing, including any required 
corporate or shareholder consents necessary to complete a transaction;  

9. Contact Information / Advisors. A list of contacts (including names, telephone numbers and email 
addresses) with whom we can discuss your Proposal and any other relevant matters related to a 
possible transaction; and 

10. Additional Information. Any other factors you believe may be relevant in evaluating your 
Proposal. 

 
 

Qualifications Regarding the Process 

The Company and Richter expressly reserve the right at any time, with or without providing notice or 
reasons, to: (i) amend or terminate the Process; (ii) decline to permit any Interested Party to participate 
in the Process; (iii) terminate discussions with any or all Interested Parties; (iv) reject any or all Proposals; (v) 
accept a Proposal other than the highest Proposal; (vi) negotiate with any party with respect to a transaction; (vii) 
pursue other value maximizing alternatives; or (viii) limit access at any time to any additional information; 
all without any liability to the Company or Richter. In addition, the Company and Richter reserve the right to 
amend the procedures, terms and conditions set forth herein, the Process or any information which has been 
made available to Interested Parties either by way of addition, deletion or amendment. No finder’s fees, 
commissions, expenses or other compensation will be paid by the Company or Richter to agents, consultants, 
advisors or other intermediaries of any Interested Parties. 

 
The Company, Richter, and its representatives disclaim any and all liability for information supplied to you, 
either written or oral, and no representation or warranty is made with respect to the accuracy or completeness of 
such information. By submitting your Proposal, you acknowledge that you are relying solely upon your own 
independent investigation and evaluation of the Company and its operations. The terms of the NDA remain in full 
force and the existence and contents of this letter are to be treated confidentially in accordance with the terms of 
the NDA. The Company’s interpretation of the procedures, terms and conditions of this letter shall be final and 
binding. 

 
Questions Regarding the Process 

It is the intention of the Company and Richter to conduct the Process so that it minimizes any disruption 
to the operations and employees of the Company. Interested Parties should not have any discussions or 
communications of any kind in respect of the Company or the Process, with any potential co-bidder and any 
employee, creditor, shareholder, supplier, competitor or customer of the Company, or any agent or representative 
of the foregoing, or any government agent in respect of the Company, without the express written consent of the 
Company, which consent may only be obtained by contacting Richter. 

   
On behalf of the Company, we appreciate your continued interest and look forward to receiving your 
Proposal. 

 
Yours truly, 
 
 

 
 

Paul van Eyk 
Partner 
Richter Advisory Group Inc.  
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This is Exhibit “JJ” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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District of Ontario
Division No. 12 - Ottawa
Court No. 33-2276663
Estate No. 33-2276663

In the Matter of the Notice of Intention to make a
proposal of:

Fuel Industries Inc.
Insolvent Person

RICHTER ADVISORY GROUP INC / RICHTER GROUPE
CONSEI

Licensed Insolvency Trustee

Date of the Notice of Intention: July 26, 2017

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: July 27, 2017, 08:30
E-File/Dépôt Electronique Official Receiver

Place Bell Canada, 160 Elgin Street, 11th Floor, Suite B-100, Ottawa, Ontario, Canada, K2P2P7, (877)376-9902
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This is Exhibit “KK” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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District of Ontario
Division No. 12 - Ottawa
Court No. 33-2276664
Estate No. 33-2276664

In the Matter of the Notice of Intention to make a
proposal of:

Fuel Technologies Inc.
Insolvent Person

RICHTER ADVISORY GROUP INC / RICHTER GROUPE
CONSEI

Licensed Insolvency Trustee

Date of the Notice of Intention: July 26, 2017

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: July 27, 2017, 08:34
E-File/Dépôt Electronique Official Receiver

Place Bell Canada, 160 Elgin Street, 11th Floor, Suite B-100, Ottawa, Ontario, Canada, K2P2P7, (877)376-9902
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Affidavit of Michel Burns  

Sworn July 31, 2017 
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DIP TERM SHEET  

WHEREAS the Lender (as defined below) has agreed to provide funding in accordance 
with the terms hereof, in order to fund certain obligations of the Borrower (as defined below) in 
the context of its proceedings (the “NOI Proceedings”) under the Bankruptcy and Insolvency Act 
(the “BIA”) commenced before the Ontario Superior Court of Justice (the “BIA Court”); 

NOW THEREFORE, the parties, in consideration of the foregoing and the mutual 
agreements contained herein (the receipt and sufficiency of which are hereby acknowledged), 
agree as follows: 

Borrower: Fuel Industries Inc. and Fuel Technologies Inc. (collectively, the 
“Borrower”)  

Lender: Chou Associates Management Inc. (the “Lender”) 

Availability: CDN$350,000 available as required pursuant to authorized 
drawdowns in accordance with the terms hereof.  

Status of Existing  Reference is made to the following (collectively, the “Existing 
Facilities: Loan Agreements”): 
 

1. Loan agreement dated February 9, 2015 between Fuel 
Industries Inc., as borrower and the Lender, as lender, as 
amended, modified or supplemented to the date hereof;  

2. Loan agreement dated June 22, 2016 between Fuel 
Technologies Inc., as borrower and the Lender, as lender, 
as amended, modified or supplemented to the date hereof 
and guaranteed by Fuel Industries Inc. pursuant to a 
guarantee dated June 22, 2016 made by Fuel Industries Inc. 
in favour of the Lender; and 

3. Loan agreement dated October 29, 2013 between Fuel 
Industries Inc., as borrower and Royal Bank of Canada 
(“RBC”), as lender, as amended March 18, 2014, February 
3, 2015, August 24, 2015 and September 8, 2016, as 
supplemented by a forbearance agreement dated February 
9, 2017, and as such agreements were assigned by RBC to 
the Lender pursuant to an assignment of debt and security 
dated May 23, 2017, and as further amended by a 
forbearance, restructuring and support agreement dated 
May 23, 2017, and by amendments dated as of June 14, 
2017 and June 27, 2017 and as further amended, modified 
or supplemented to the date hereof. 

 The Borrower acknowledges and agrees that the aggregate 
principal amount owing to the Lender under the Existing Loan 
Agreements together with all accrued and unpaid interest and 
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fees as of the date of the Borrower’s filing of a Notice of Intention 
to File a Proposal pursuant to section 50.4 of the BIA (the “NOI”) 
on July 26, 2017 was CDN$8,467,826.01. 

 
Facility: Multi-draw term super priority debtor-in-possession credit facility 

(the “Facility”) to fund the Borrower’s costs and expenses 
incurred as authorized pursuant to the orders of the BIA Court 
made under the BIA. 

Closing: The date on which all “Conditions Precedent” set out in this DIP 
Term Sheet are satisfied. 

Use of Proceeds: All advances made under the Facility shall be used for 
disbursements as approved by the Lender in writing (which 
approval may be granted or denied in the Lender’s sole 
discretion) in respect of administrative expenses of the NOI 
Proceedings and approved post-filing obligations during the NOI 
Proceedings. 

Advances: Subject to the limitation on availability, advances may be made by 
the Lender in its discretion to the Borrower in any of the following 
ways: 

1. Any amounts advanced by the Lender pursuant to a 
written request of the Borrower and consented to by 
Richter Advisory Group Inc. (the “Proposal Trustee”) 
shall be treated as an advance under the Facility pursuant 
to this DIP Term Sheet. 

2. All reasonable costs and expenses incurred by the Lender 
(including reasonable fees and expenses of legal counsel) 
in relation to negotiating, concluding, monitoring and 
enforcing its rights under or pursuant to this DIP Term 
Sheet shall be treated as advances under the Facility and 
shall be added to the total outstanding advances under the 
Facility upon statements or invoices delivered by the 
Lender to the Borrower of the amount thereof from time to 
time. 

Draw Requests: DIP Order Draw – Upon the granting of the DIP Order (as defined 
below), the Borrower may request an advance under the Facility 
in an amount to be approved by the Lender in its sole discretion. 

Subsequent Draws – Following the DIP Order, the Borrower may 
request additional advances under the Facility by providing 
written notice to the Lender before 11:00 a.m. Eastern Standard 
Time at least two (2) business days prior to the date the advance is 
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intended to be made, subject to the Lender allowing a shorter 
notice period.   

Maturity Date: The obligations of the Lender hereunder shall expire on the earlier 
of (i) the date on which the stay of proceedings granted pursuant 
to the BIA or an order of the BIA Court finally expires without 
being extended; (ii) the date on which the NOI proceedings are 
terminated; (iii) August 31, 2017; (iv) the completion of the sale of 
all or substantially all of the assets of the Borrower in the 
aggregate pursuant to an asset purchase agreement between the 
Borrower, Fuel Industries Inc. and 2587485 Ontario Ltd. (the “Sale 
Transaction”) and the finalization of the NOI Proceedings; (v) the 
effective date of any NOI proposal filed by the Borrower in the 
proceedings under the BIA and approved by the BIA Court; or (vi) 
an Event of Default (as defined below) (the earliest of such dates 
being the “Maturity Date”). 

 On the Maturity Date, all amounts outstanding hereunder, 
including, without limitation, in respect of principal, interest, fees 
and expenses (the “Obligations”) shall be repaid in full by the 
Borrower without the Lender being required to make demand 
upon the Borrower or to give notice that the Facility has expired 
and the Obligations are due and payable, subject to terms of the 
DIP Order.  

Optional Prepayment: The Borrower has the right to prepay advances, in whole or in 
part, without any prepayment penalty, together with all accrued 
and outstanding interest thereon to and including the date of 
prepayment. Amounts prepaid may not be re-advanced or re-
borrowed.  

Interest: The Borrower shall pay the Lender interest (“Interest”) on the 
principal outstanding amount of the advances and all other 
Obligations from time to time owing hereunder from the date of 
each advance or the date such other Obligation arises, as 
applicable, both before and after maturity, demand, default, or 
judgment and until actual payment in full, at the rate of 10% per 
annum payable on the Maturity Date; provided, however, that 
upon the occurrence of the Maturity Date or an Event of Default 
that is continuing the rate shall automatically become 13% per 
annum until all Obligations are satisfied in full.   

Security: All advances shall be secured by the superpriority charge (the 
“DIP Charge”) on all assets, including the Purchased Assets (as 
defined in the DIP Order) of the Borrower, to be set forth in the 
DIP Order.   
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Conditions Precedent: The obligations of the Lender hereunder to make any advance 
under this DIP Term Sheet shall be subject to the satisfaction of 
the following Conditions Precedent at the time such advance is 
made: 

(a) An order of the BIA Court shall be issued 
approving this DIP Term Sheet and the DIP 
Charge, and authorizing the Borrower to enter into 
this DIP Term Sheet and to fulfill its obligations 
hereunder, in form and substance satisfactory to 
the Lender (the “DIP Order”);  

(b) The Lender shall be satisfied that no material 
adverse change in the business or the assets, 
including the Purchased Assets, of the Borrower 
has occurred after the date of the filing of the NOI 
Proceedings; 

(c) Other than the NOI Proceedings, there shall not 
exist in respect of the Borrower any action, suit, 
investigation, litigation or proceeding pending or 
threatened in any court or before any arbitrator or 
governmental authority in Canada which is not 
stayed by the NOI Proceedings; 

(d) All reasonable fees, expenses and other costs 
payable in accordance with this DIP Term Sheet 
shall have been paid to the Lender or shall be paid 
immediately upon funding; and 

(e) No Event of Default shall exist at the time of such 
advance or immediately thereafter. 

Covenants: The Borrower covenants as follows: 

(a) The Borrower shall seek the Lender’s consent to 
any material disbursement; 

(b) The Borrower shall provide the Lender with 
prompt notice of any material adverse change in its 
business or the assets, including the Purchased 
Assets, of the Borrower; 

(c) The Borrower shall deliver to the Lender (or its 
counsel) draft copies of any court materials in 
respect of the NOI Proceedings which the Borrower 
intends to file with the BIA Court for review by the 
Lender and all court materials shall be in a form 
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and substance satisfactory to the Lender acting 
reasonably; 

(d) The Borrower shall not grant, assume or suffer to 
exist any lien, charge or security interest on any of 
its assets, including the Purchased Assets, except 
for those that exist as of the date hereof and except 
for any lien, charge or encumbrance granted in the 
DIP Order; 

(e) The Borrower shall not transfer, assign or dispose 
of any of its assets, including the Purchased Assets, 
or take any step which would have the effect of 
extinguishing any related rights, without the prior 
written consent of the Lender; 

(f) The Borrower will not enter into any contract or 
agreement without the prior written consent of the 
Lender; 

(g) The Borrower will not take or neglect to take any 
actions that result in the suspension, termination, 
or revocation of any claim or licence in any 
province or territory in Canada, subject to any 
necessary available funding; 

(h) The Borrower shall allow the Lender and its legal 
and financial advisors (the “DIP Advisors”) full 
access to the books and records of the Borrower 
that are in the Borrower’s possession or can be 
obtained using commercially reasonable efforts, 
and cause management thereof to fully co-operate 
with all reasonable requests of the Lender; 

(i) The Borrower shall use reasonable efforts to keep 
the Lender and the DIP Advisors apprised on a 
timely basis of all material developments with 
respect to the activities and affairs of the Borrower; 

(j) The Borrower shall deliver to the Lender such 
information as may be reasonably requested by the 
Lender from time to time; 

(k) The Borrower shall only maintain cash in those 
deposit accounts of the Borrower as approved by 
the Lender; 
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(l) The Borrower shall promptly notify the Lender of 
any Event of Default or pending Event of Default; 

(m) The Borrower shall duly and punctually pay or 
cause to be paid to the Lender all principal, interest, 
fees and other amounts payable by it under this 
DIP Term Sheet on the dates and in the amounts 
and manner set forth herein;  

(n) The Borrower shall provide the Lender with 
prompt notice of any claims which may have a 
material adverse effect upon the DIP Charge; and 

(o) The Borrower shall comply with all orders issued 
by the BIA Court and shall not consent to or seek 
any orders or variations to orders by the BIA Court 
except with the prior written consent of the Lender.  

Milestones: The Borrower shall meet each of the following milestones by the 
following dates (or such later date as the Lender may consent to in 
its sole discretion) (collectively, the “Milestones”): 

(a) DIP Order granted by July 31, 2017;  

(b) BIA Court approval of the Sale Transaction by July 
31, 2017;  and 

(c) Closing of Sale Transaction by August 31, 2017. 

Events of Default: The following shall be events of default (each, an “Event of 
Default”) hereunder upon the occurrence of which the Lender’s 
obligation to make further advances shall cease and which shall 
entitle the Lender to make immediate demand for payment of all 
Obligations: 

(a) A breach of any term, Milestone or covenant 
hereto, unless such breach is cured within 5 
business days; 

(b) Any termination or expiry of the stay of 
proceedings under the BIA; 

(c) The DIP Order shall be in full force and effect and 
not have been appealed, stayed, reversed, vacated, 
rescinded, modified or amended in any respect 
materially adversely affecting the Lender acting 
reasonably; 

525



(d) The issuance of any court order granting a lien or 
charge having priority over the DIP Charge other 
than as specifically contemplated by the DIP Order; 

(e) Any action by the Borrower or Proposal Trustee, or 
any order of the BIA Court which in the Lender’s 
opinion, acting reasonably, has a material adverse 
impact on the Lender;  

(f) This DIP Term Sheet shall cease to be effective or 
shall be contested by the Borrower; 

(g) The Borrower makes any payments of any kind not 
permitted by the DIP Order or this DIP Term Sheet 
for which the Lender has not provided its consent; 

(h) The occurrence of a material adverse effect on (a) 
the DIP Charge, or (b) any lien, charge, or security 
interest in favour of the Lender in respect of the 
Existing Loan Agreements;  

(i) In the Lender’s opinion, acting reasonably, a 
material adverse change in the business or the 
assets, including the Purchased Assets, of the 
Borrower has occurred; and 

(j) Failure to pay any amount when due under this 
DIP Term Sheet.  

Remedies: Upon the occurrence of an Event of Default that is continuing, the 
Lender shall have no further obligation to make any advances 
(save and except its right to treat as advances its fees and 
expenses).  The Lender shall be entitled to demand repayment in 
full of all obligations and to enforce the DIP Charge including by 
way of seeking the appointment of a receiver subject to seeking 
leave of the BIA Court as required or take any other action 
permitted by law.  The Lender shall have all the rights and 
remedies of a secured party under the Personal Property Security 
Act (Ontario). 

Governing Law: This DIP Term Sheet shall be governed by the laws of the Province 
of Ontario and the federal laws of Canada applicable therein. 

Time is of the Essence: Time is of the essence in this DIP Term Sheet and the time for 
performance of the obligations of the parties hereto may be strictly 
enforced. 
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Further Assurances: The Borrower agrees to do all things and execute all documents 
reasonably necessary to give effect to this DIP Term Sheet. 

Counterparts: This DIP Term Sheet may be executed in counterparts each of 
which shall be deemed to be an original.  Facsimile or pdf 
signatures shall be accepted as binding. 

Dated: July [], 2017 

[REMAINDER OF PAGE INTENTIONALLY BLANK] 
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IN WITNESS HEREOF, the parties hereby execute this DIP Term Sheet as of the date 
set forth above. 

  FUEL INDUSTRIES INC., as Borrower 
 
 
By:  

 Name:  
 Title:  
By:  

 Name:  
 Title:  

 

  FUEL TECHNOLOGIES INC., as Borrower 
 
 
By:  

 Name:  
 Title:  
By:  

 Name:  
 Title:  

 

  CHOU ASSOCIATES MANAGEMENT INC., 
as Lender 
 
 
By:  

 Name:  
 Title:  
By:  

 Name:  
 Title:  
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This is Exhibit “MM” to the  

Affidavit of Michel Burns  

Sworn July 31, 2017 

 
 

 
_______________________________ 
Commissioner for taking affidavits 
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ONTARIO 

SUPERIOR COURT OF JUSTICE 
 (COMMERCIAL LIST) 

 
THE HONOURABLE  
JUSTICE   

) 
) 
) 

DAY, THE               
DAY OF JULY, 2017 

 
 

Estate/Court File No. 33-2276663 
 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF FUEL 
INDUSTRIES INC., A CORPORATION WITH A HEAD OFFICE IN THE CITY OF 

OTTAWA IN THE PROVINCE OF ONTARIO 
Applicant 

 
                              Estate/Court File No. 33-2276664  

 
IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF FUEL 

TECHNOLOGIES INC., A CORPORATION WITH A HEAD OFFICE IN THE CITY OF 
OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 
 

APPROVAL AND VESTING ORDER 

THIS MOTION, made by Fuel Industries Inc. and Fuel Technologies Inc. (the “Fuel 

Companies”) for an Order: 

a. approving the sale transaction (the “Sale Transaction”) contemplated by an 

asset purchase agreement (the “Sale Agreement”) between the Fuel 

Companies and 2587485 Ontario Ltd. (the “Purchaser”) dated July 28, 2017; 

and 

b. vesting in the Purchaser the right, title and interest in and to the assets of the 

Fuel Companies to be sold pursuant to and as described in the Sale 

Agreement (the “Purchased Assets”)  

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

ON READING the affidavit of Michel Burns sworn July 31, 2017 and the Exhibits thereto 

and the Report of Richter Advisory Group Inc. dated July 28, 2017 in its capacity as Proposal 
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Trustee of the Applicants (the “First Report”) and on hearing the submissions of counsel for the 

Fuel Companies, counsel for the Proposal Trustee and counsel for the Purchaser, no one 

appearing for any other party although duly served as appears from the affidavits of service of 

 sworn , filed: 

1. THIS COURT ORDERS that, unless otherwise indicated or defined herein, capitalized 

terms used in this Order shall have the meaning given to them in the Sale Agreement. 

SERVICE 

2. THIS COURT ORDERS that the time for service of the Notice of Motion, the Motion 

Record herein and the First Report is hereby abridged and validated so that this motion is 

properly returnable today and that service, including the form, manner and time that such 

service was actually effected on all parties, is hereby validated, and where such service was not 

effected such service is hereby dispensed with.    

APPROVAL 

3. THIS COURT ORDERS AND DECLARES that the Sale Transaction is hereby 

approved, and the execution of the Sale Agreement by the Fuel Companies is hereby authorized 

and approved nunc pro tunc, with such minor amendments as the Fuel Companies and the 

Purchaser, with the approval of the Proposal Trustee, may deem necessary.  The Fuel 

Companies and the Proposal Trustee are hereby authorized and directed to take such additional 

steps and execute such additional documents as may be necessary or desirable for the 

completion of the Sale Transaction and for the conveyance of the Purchased Assets to the 

Purchaser. 

VESTING 

4. THIS COURT ORDERS AND DECLARES that upon the delivery of a certificate by the 

Proposal Trustee to the Purchaser substantially in the form attached as Schedule “A” hereto 

(the “Proposal Trustee’s Certificate”), all of the Fuel Companies’ right, title and interest in and 

to the Purchased Assets shall vest absolutely in the Purchaser, free and clear of and from any 
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and all security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, 

trusts or deemed trusts (whether contractual, statutory, or otherwise), liens, executions, levies, 

charges, or other financial or monetary claims, whether or not they have attached or been 

perfected, registered or filed and whether secured, unsecured or otherwise (collectively, the 

“Claims”), including, without limiting the generality of the foregoing: (i) any encumbrances or 

charges that may be granted by this Court in these proceedings [save and except the DIP 

Charge as defined in the July 31, 2017 order], and (ii) all charges, security interests or claims 

evidenced by registrations pursuant to the Personal Property Security Act (Ontario) or any other 

personal property registry system (all of which are collectively referred to as the 

"Encumbrances", which term shall not include the permitted encumbrances, easements and 

restrictive covenants listed on Schedule “B”) and, for greater certainty, this Court orders that all 

of the Encumbrances affecting or relating to the Purchased Assets are hereby expunged and 

discharged as against the Purchased Assets. 

5. THIS COURT ORDERS that any amounts the Fuel Companies may be entitled to 

receive for eligible Ontario labour, marketing and distribution expenditures relating to the 

development of interactive digital media products, including the Ontario Interactive Digital 

Media Tax Credit (the “OIDMTC”) from and after the making of this Order shall be received or 

collected by the Fuel Companies, the Proposal Trustee or future trustee in bankruptcy on behalf 

of the Purchaser and shall be transferred to the Purchaser forthwith upon receipt.  

6. THIS COURT ORDERS that for the purposes of determining the nature and priority of 

Claims, the net proceeds from the sale of the Purchased Assets shall stand in the place and stead 

of the Purchased Assets, and that from and after the delivery of the Proposal Trustee’s 

Certificate, all Claims and Encumbrances shall attach to the net proceeds from the sale of the 

applicable Purchased Assets with the same priority as they had with respect to the applicable 

Purchased Assets immediately prior to the sale, as if the applicable Purchased Assets had not 

been sold and remained in the possession or control of the person having that possession or 

control immediately prior to the sale. 

7. THIS COURT ORDERS AND DIRECTS the Proposal Trustee to file with the Court a 

copy of the Proposal Trustee’s Certificate, forthwith after delivery thereof. 
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8. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal 

Information Protection and Electronic Documents Act, the Fuel Companies and the Proposal 

Trustee are authorized and permitted to disclose and transfer to the Purchaser all human 

resources and payroll information in the Fuel Companies’ records pertaining to the Fuel 

Companies’ past and current employees, including personal information of those employees to 

be hired by the Purchaser pursuant to the Sale Agreement. The Purchaser shall maintain and 

protect the privacy of such information and shall be entitled to use the personal information 

provided to it in a manner which is in all material respects identical to the prior use of such 

information by the Fuel Companies. 

9. THIS COURT ORDERS that, notwithstanding: 

(a) the pendency of these proceedings;  

(b) any applications for a bankruptcy order now or hereafter issued pursuant to the 

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

bankruptcy order issued pursuant to any such applications; and  

(c) any assignment in bankruptcy made in respect of either of the Fuel Companies; 

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on 

any trustee in bankruptcy that may be appointed in respect of the Fuel Companies and shall not 

be void or voidable by creditors of the Fuel Companies, nor shall it constitute nor be deemed to 

be a fraudulent preference, assignment, fraudulent conveyance, transfer at undervalue, or other 

reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any other applicable 

federal or provincial legislation, nor shall it constitute oppressive or unfairly prejudicial conduct 

pursuant to any applicable federal or provincial legislation. 

10. THIS COURT ORDERS that the Fuel Companies are authorized, following the 

completion of the Sale Transaction, to execute, deliver and file any document, including without 

limitation, any articles of reorganization, required in order to effect a change of their corporate 

name, and this Court waives any third party requirement or required consent pursuant to any 

Canadian federal or provincial legislation relating to same.  
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11. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal, 

regulatory or administrative body having jurisdiction in Canada or in the United States to give 

effect to this Order and to assist the Proposal Trustee and its agents in carrying out the terms of 

this Order.  All courts, tribunals, regulatory and administrative bodies are hereby respectfully 

requested to make such orders and to provide such assistance to the Proposal Trustee, as an 

officer of this Court, as may be necessary or desirable to give effect to this Order or to assist the 

Proposal Trustee and its agents in carrying out the terms of this Order. 

12. THIS COURT ORDERS that the Proposal Trustee be at liberty and is hereby authorized 

and empowered to apply to any court, tribunal, regulatory or administrative body, wherever 

located, for the recognition of this Order and for assistance in carrying out the terms of this 

Order, and that the Proposal Trustee is authorized and empowered to act as a representative in 

respect of the within proceedings for the purpose of having these proceedings recognized in a 

jurisdiction outside Canada. 

13. THIS COURT ORDERS that the Confidential Appendix 1 to the Proposal Trustee’s 

Report be kept confidential and under seal until the earlier of: (i) Closing (as defined in the Sale 

Agreement); or (ii) further Order of this Honourable Court. 
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Schedule A – Proposal Trustee’s Certificate 

 

Estate/Court File No. 33-2276663 
 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF FUEL 
INDUSTRIES INC., A CORPORATION WITH A HEAD OFFICE IN THE CITY OF 

OTTAWA IN THE PROVINCE OF ONTARIO 
Applicant 

 
                              Estate/Court File No. 33-2276664  

 
IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF FUEL 

TECHNOLOGIES INC., A CORPORATION WITH A HEAD OFFICE IN THE CITY OF 
OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 
 

PROPOSAL TRUSTEE’S CERTIFICATE 

RECITALS 

A. On July 26, 2017 each of Fuel Industries Inc. and Fuel Technologies Inc. (together, the 

“Fuel Companies”) filed a Notice of Intention to Make a Proposal pursuant to section 50.4 of 

the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended.  Richter Advisory Group Inc. 

was appointed as the Fuel Companies’ proposal trustee (the “Proposal Trustee”).   

B. Pursuant to an Order of the Court dated July , 2017 (the “Approval and Vesting 

Order”), the Court approved the agreement of purchase and sale made as of July 28 , 2017 (as 

may be amended, restated or modified from time to time, the “Sale Agreement”) between the 

Fuel Companies and 2587485 Ontario Ltd.  (the “Purchaser”) and provided for the vesting in 

the Purchaser of the Fuel Companies’ right, title and interest in and to the Purchased Assets (as 

defined in the Sale Agreement), which vesting is to be effective with respect to the Purchased 

Assets upon the delivery by the Proposal Trustee to the Purchaser of a certificate confirming (i) 

that the conditions to Closing as set out in section 6 of the Sale Agreement have been satisfied or 

waived by the Fuel Companies and the Purchaser (as applicable); and (ii) the Sale Transaction 

has been completed to the satisfaction of the Proposal Trustee. 

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

in the Sale Agreement. 
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THE PROPOSAL TRUSTEE CERTIFIES the following: 

1. The conditions to Closing as set out in section 6 of the Sale Agreement have been 

satisfied or waived by the Fuel Companies and/or the Purchaser, as applicable; and 

3. The Sale Transaction has been completed to the satisfaction of the Proposal Trustee. 

4. This Certificate was delivered by the Proposal Trustee at ______________ on 

_________________ . 

 

 Richter Advisory Group Inc., in its capacity as 
Proposal Trustee of Fuel Industries Inc. and Fuel 
Technologies Inc., and not in its personal 
capacity 

  Per:  
   Name:   
   Title:    
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Schedule B- Permitted Encumbrances

594



6751550 v9 

     IN
 TH

E M
A

TTER
 O

F TH
E N

O
TIC

E O
F IN

TEN
TIO

N
 TO

 M
A

K
E A

 PR
O

PO
SA

L O
F FU

EL IN
D

U
STR

IES 
IN

C
. A

N
D

 FU
EL TEC

H
N

O
LO

G
IES IN

C
., C

O
R

PO
R

A
TIO

N
S W

ITH
 A

 H
EA

D
 O

FFIC
E IN

 TH
E C

ITY O
F 

O
TTA

W
A

 IN
 TH

E PR
O

V
IN

C
E O

F O
N

TA
R

IO
 

   

Estate/C
ourt File N

o. 33-2276663 
Estate/C

ourt File N
o. 33-2276664

 
 

 
 

 
 

O
N

TA
R

IO
 

SU
PER

IO
R

 C
O

U
R

T O
F JU

STIC
E  

(C
O

M
M

ER
C

IA
L LIST) 

Proceeding com
m

enced at Toronto 

 
A

PPR
O

V
A

L A
N

D
 V

ESTIN
G

 O
R

D
ER

  
 

 
D

EN
TO

N
S C

A
N

A
D

A
 LLP 

Barristers &
 Solicitors 

77 K
ing Street W

est #400 
Toronto, O

N
 M

5K
 0A

1 
 Sara-A

nn V
an A

llen- LSU
C

 # 56016C
 

Tel:  
(416)  863-4402 

Fax:      (416)  863 4592 
E-m

ail: sara.vanallen@
dentons.com

 
         Law

yers for the A
pplicant 

 
  595

mailto:sara.vanallen@dentons.com


 
 

TAB  5 
 
 
 
 
 
 
 
 
 

almeroj
Typewritten Text



6760975 v4 

   
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 (COMMERCIAL LIST) 
 

THE HONOURABLE  
JUSTICE   

) 
) 
) 

DAY, THE               
DAY OF JULY, 2017 

 
 
 

Estate/Court File No. 33-2276663 
 

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF FUEL 
INDUSTRIES INC., A CORPORATION WITH A HEAD OFFICE IN THE CITY OF 

OTTAWA IN THE PROVINCE OF ONTARIO 
Applicant 

 
                              Estate/Court File No. 33-2276664  

 
IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF FUEL 

TECHNOLOGIES INC., A CORPORATION WITH A HEAD OFFICE IN THE CITY OF 
OTTAWA IN THE PROVINCE OF ONTARIO 

Applicant 
 

ADMINISTRATION ORDER 

THIS MOTION, made by Fuel Industries Inc. and Fuel Technologies Inc. (the “Fuel 

Companies”) for an Order approving  the administrative consolidation of the Fuel Companies’ 

Proposal Proceedings (as hereinafter defined), approving the Debtor-in-Possession Term Sheet 

(the “DIP Term Sheet”) between the Fuel Companies and Chou Associates Management Inc. 

(the “DIP Lender”), implementing the interim financing facility (the “DIP Facility”) in the 

principal amount of $350,000, and granting a super-priority charge against the Fuel Companies’ 

Property, as defined herein,  in favour of the DIP Lender (the “DIP Charge”)  was heard this 

day at 330 University Avenue, Toronto, Ontario. 

ON READING the affidavit of Michel Burns, sworn July 31, 2017 and the Exhibits 

thereto (the “Burns” Affidavit”) and the Report of Richter Advisory Group Inc. dated July 28, 

2017 in its capacity as Proposal Trustee of the Applicants (the “First Report”) and on hearing 

the submissions of counsel for the Fuel Companies, counsel for the Proposal Trustee, counsel 
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sheet attached as Exhibit “LL” to the Burns Affidavit (the “DIP Term Sheet”), provided that the 

borrowings under the DIP Facility shall not exceed the amount specified in the DIP Term Sheet, 

unless permitted by further Order of this Court.  

5. THIS COURT ORDERS that the DIP Facility shall be on the terms and subject to the 

conditions set forth in the DIP Term Sheet.  

6. THIS COURT ORDERS that the Fuel Companies are authorized and empowered to 

execute and deliver such mortgages, charges, hypothecs and security documents, guarantees 

and other definitive documents (collectively, the “Definitive Documents”), as may be 

reasonably required by the DIP Lender, and the Fuel Companies are hereby authorized and 

directed to pay and perform all of their indebtedness, interest, fees, liabilities and obligations to 

the DIP Lender under and pursuant to the DIP Term Sheet and the Definitive Documents as 

and when the same become due and are to be performed, notwithstanding any other provision 

of this Order.  

DIP CHARGE 

7. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is 

hereby granted a charge (the “DIP Charge”), [which shall not exceed an aggregate amount of 

$350,000 on the Fuel Companies’ current and future properties, assets and undertakings of 

every nature and kind whatsoever and wherever situated, including all proceeds thereof,  

(collectively, the “Property”). The DIP Charge shall not secure an obligation that exists before 

this Order is made. 

8. THIS COURT ORDERS that the filing, registration or perfection of the DIP Charge 

shall not be required, and that the DIP Charge shall be valid and enforceable for all purposes, 

including as against any right, title or interest filed, registered, recorded or perfected 

subsequent to the DIP Charge coming into existence, notwithstanding any such failure to file, 

register, record or perfect. 
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9. THIS COURT ORDERS that the DIP Charge shall constitute a charge on all the 

Property and shall rank in priority to all other security interests, trusts, deemed trusts, liens, 

charges and encumbrances and claims of secured creditors, statutory or otherwise (collectively, 

“Encumbrances”), in favour of any individual, firm, corporation, governmental body or agency 

or any other entities (all of the foregoing, collectively “Persons” and each being a “Person”). 

10. THIS COURT ORDERS that, except as otherwise expressly provided for herein or as 

may be approved by this Court, the Fuel Companies shall not grant any Encumbrances over 

any Property that ranks in priority to, or pari passu with, the DIP Charge, unless the Fuel 

Companies also obtain the prior written consent of the Proposal Trustee, the DIP Lender, or 

through further Order of this Court. 

11. THIS COURT ORDERS that the DIP Charge, the DIP Term Sheet and the Definitive 

Documents shall not be rendered invalid or unenforceable and the rights and remedies of the 

DIP Lender thereunder shall not otherwise be limited or impaired in any way by (i) the 

pendency of these proceedings and the declarations of insolvency made herein; (ii) any 

application(s) for bankruptcy order(s) issued pursuant to the Bankruptcy and Insolvency Act 

(Canada) (the “BIA”), or any bankruptcy order made pursuant to such applications; (iii) the 

filing or deemed filing of any assignment for the general benefit of creditors made pursuant to 

the BIA; (iv) the provisions of any federal or provincial statutes; or (v) any negative covenants, 

prohibitions or other similar provisions with respect to borrowings, incurring debt or the 

creation of Encumbrances, contained in any existing loan documents, lease, sublease, offer to 

lease or other agreement (collectively, an “Agreement”) which binds the Fuel Companies, and 

notwithstanding any provision to the contrary in any Agreement: 

(a) neither the creation of the DIP Charge nor the execution, delivery, perfection, 

registration or performance of the DIP Term Sheet, or the Definitive Documents 

shall create or be deemed to constitute a breach by the Fuel Companies of any 

Agreement to which they are a party; 

(b) the DIP Lender shall not have any liability to any Person whatsoever as a result 

of any breach of any Agreement caused by or resulting from the Fuel Companies 
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for the DIP Lender and counsel for  2587485 Ontario Ltd., no one appearing for any other party 

although duly served as appears from the affidavits of service of  sworn , filed: 

 SERVICE 

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

Record herein and the First Report is hereby abridged and validated so that this motion is 

properly returnable today and that service, including the form, manner and time that such 

service was actually effected on all parties, is hereby validated, and where such service was not 

effected such service is hereby dispensed with.    

ADMINISTRATIVE CONSOLIDATION 

2. THIS COURT ORDERS that the proposal proceedings of Fuel Industries (Estate 

Number 33-2276663) and Fuel Technologies Inc. (Estate Number 33-2276664) (collectively, the 

“Proposal Proceedings”) are hereby administratively consolidated and the Proposal 

Proceedings are hereby authorized and directed to continue under the following joint title of 

proceedings, nunc pro tunc: 

Estate/Court File No. 33-2276663   
Estate/Court File No.33-2276664 

 
IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF 

FUEL INDUSTRIES INC. AND FUEL TECHNOLOGIES INC., CORPORATIONS WITH 
A HEAD OFFICE IN THE CITY OF OTTAWA IN THE PROVINCE OF ONTARIO 

 

3. THIS COURT ORDERS that all materials filed in these proceedings should reference 

only one of the Court File numbers in paragraph 2, above.  

DIP FINANCING 

4. THIS COURT ORDERS that the Fuel Companies are hereby authorized and 

empowered to obtain and borrow under one or more credit facilities (collectively, the “DIP 

Facility”) granted by the DIP Lender to be used for the purposes described in the DIP term 
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entering into the DIP Term Sheet, the creation of the DIP Charge, or the 

execution, delivery or performance of the Definitive Documents; and 

(c) the payments made by the Fuel Companies pursuant to this Order, the DIP Term 

Sheet or the Definitive Documents, and the granting of the DIP Charge, do not 

and will not constitute preferences, fraudulent conveyances, transfers at 

undervalue, oppressive conduct, or other challengeable or voidable transactions 

under any applicable law.  

12. THIS COURT ORDERS that, notwithstanding any other provisions of this Order or the 

BIA (including sections 69 and 69.1): 

(a) the DIP Lender may take such steps from time to time as it may deem necessary 

or appropriate to file, register, record or perfect the DIP Charge or any of the 

Definitive Documents; 

(b) upon the occurrence of an event of default under the DIP Term Sheet or the 

Definitive Documents, the DIP Lender, upon three (3) business days’ notice to 

the Fuel Companies and to the Proposal Trustee, may exercise any and all of its 

rights and remedies against the Fuel Companies or the Property under or 

pursuant to the DIP Term Sheet, the Definitive Documents and the DIP Charge, 

including, without limitation, to cease making advances to the Fuel Companies 

and set off and/or consolidate any amounts owing by the DIP Lender to the Fuel 

Companies against the obligations of the Fuel Companies to the DIP Lender 

under the DIP Term Sheet, the Definitive Documents or the DIP Charge, to make 

demand, accelerate payment and give other notices, or to apply to this Court for 

the appointment of a receiver, receiver and manager or interim receiver, or for a 

bankruptcy order against the Fuel Companies and for the appointment of a 

trustee in bankruptcy of the Fuel Companies; and 
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(c) the foregoing rights and remedies of the DIP Lender shall be enforceable against 

any trustee in bankruptcy, interim receiver, receiver or receiver and manager of 

the Fuel Companies or the Property.  

13. THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated as 

unaffected in any proposal filed by the Fuel Companies under the BIA with respect to any 

advances made pursuant to the DIP Term Sheet or the Definitive Documents. 

14. THIS COURT ORDERS that: (a) pending expiry of the time for filing a notice of appeal 

or application for leave to appeal in respect of this Order and the disposition of any motions to 

review, rescind or vary this Order, applications for leave to appeal or appeals from this Order 

(collectively, “Challenges”), the Fuel Companies are authorized to borrow funds under the DIP 

Facility in accordance with the DIP Term Sheet; (b) irrespective of the disposition of any 

Challenges, the DIP Lender shall have the  benefit of the DIP Charge and all other provisions of 

this Order in respect of all amounts so advanced; and (c ) this Order is subject to provisional 

execution to the extent necessary to give effect to the foregoing.  
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