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I. BACKGROUND INFORMATION

1. On May 17, 2022 (the “Filing Date”), Drake Towing (2018) Ltd. (the “Company”) filed a Notice
of Intention (“NOI”) to Make a Proposal (the “Proposal”) pursuant to subsection 50.4(1) of the
Bankruptcy and the Insolvency Act R.S.C., 1985, c. B-3 (the “BIA”) with the Office of the
Superintendent of Bankruptcy (the “OSB”) and Crowe MacKay & Company Ltd. consented to
act as Trustee under the Proposal (the “Proposal Trustee”).

2. On or about May 26, 2022, the Company, with the assistance of the Proposal Trustee,
prepared and filed a 15-week cash flow projection for the period ending August 28, 2022 (the
“Initial Cash Flow Projection”) with the OSB.

3. On or about June 15, 2022, the Company applied for, and this Honourable Court granted,
among other things, an Order extending the time by which the Company may file a Proposal
to its creditors to July 29, 2022 (the “First Extension Order”), an administration charge (to
the maximum amount of $100,000) (the “Administration Charge”), the approval of interim
financing and a related interim financing charge (to the maximum amount of $310,000) (the
“DIP Facility”) and a directors’ charge (to the maximum amount of $65,000).

4. On or about July 20, 2022, the Company, with the assistance of the Proposal Trustee,
prepared and filed an updated 18-week cash flow projection for the period ending November
13, 2022 (the “Updated Cash Flow Projection”) with the OSB.

5. On or about July 28, 2022, the Company applied for, and this Honourable Court granted,
among other things, an Order extending the time by which the Company may file a Proposal
to its creditors to September 12, 2022 (the “Second Extension Order”).

6. On or about September 2, 2022, the Company applied for, and this Honourable Court granted,
among other things, an Order extending the time by which the Company may file a Proposal
to its creditors to October 27, 2022 (the “Third Extension Order”), as well as approving a
sale and investment solicitation process (the “SISP”) of the business and/or assets of the
Company.

7. This report (the “Fourth Report”) should be read in conjunction with the Proposal Trustee’s
First Report to Court dated June 13, 2022 (the “First Report”), Second Report to Court dated
July 21, 2022 (the “Second Report”), Third Report to Court dated August 30, 2022 (the
“Third Report”), and the Company’s Notice of Application filed on October 18, 2022 (the
“Application”) to, among other things, approve the sale of the Company’s assets,
undertakings and properties to the Sauers (defined below).

8. The Proposal Trustee has made the materials related to these proceedings available on its
website at: https://www.crowemackayco.ca/engagements/recent-engagements.
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II. PURPOSE OF THE REPORT

9. The purpose of the Fourth Report is to provide this Honourable Court and the Company’s
stakeholders with the following:

a. a summary of the activities of the Proposal Trustee since the date of the Third
Report;

b. an update on the Company’s activities since the date of the Third Report;

c. an update on the Proposal Trustee’s monitoring of the Company’s weekly cash
flows, and the Variance Analysis (defined below) of same;

d. information pertaining to the SISP undertaken, as well as the Proposal Trustee’s
recommendation on the acceptance of the Superior Bid (defined below);

e. information pertaining to the Company’s application for an extension (the “Fourth
Extension”) for filing the Proposal for an additional 21-days from October 27, 2022
to November 17, 2022;  and,

f. the Proposal Trustee’s conclusions and recommendations on the relief sought.

III. TERMS OF REFERENCE

10. In preparing this Fourth Report, the Proposal Trustee has necessarily relied upon unaudited
financial and other information provided by the Company, the Company’s books and records,
and discussions with management of the Company, namely Ms. Colleen Sauer and Mr.
Harvey Siegfried Sauer (“Management” or the “Sauers”) (collectively, the “Information”).

11. The Proposal Trustee has not audited, reviewed or otherwise attempted to verify the accuracy
or completeness of the Information in a manner that would wholly or partially comply with
Generally Accepted Auditing Standards pursuant to the Chartered Professional Accountants
Handbook. Accordingly, the Proposal Trustee expresses no opinion and does not provide any
other form of assurance on the accuracy and/or completeness of any information used to
prepare this Fourth Report.

12. Certain of the information referred to in this Fourth Report consists of financial forecasts and/or
projections prepared by the Company. An examination or review of the financial
forecasts/projections and procedures as outlined by the Chartered Professional Accountants
of Canada has not been performed by the Proposal Trustee. Readers are cautioned that since
financial forecasts and/or projections are based upon assumptions of future events and
conditions that are not ascertainable, actual results may vary and the variations could be
material.
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IV. ACTIVITIES OF THE PROPOSAL TRUSTEE

13. Since the filing of the Third Report, the Proposal Trustee has engaged in, among other things,
the following activities:

a. participated in various discussions, correspondence and meetings with the
Company, its legal counsel and the Proposal Trustee’s legal counsel relating to
matters relevant to the proposal proceedings including, but not limited to, the
following:

i. various restructuring scenarios and options including, but not limited to, a
stalking horse process, traditional SISP, management buy-out, reverse
vesting order vs. traditional vesting order, and proposal filing;

ii. efforts made by the Company to solicit interest from numerous parties to
either invest in, or outright purchase the Company or its assets;

iii. employment related matters;
iv. communications with and concerns raised by various stakeholders;
v. variances in cash flow projections; and,
vi. the SISP.

b. assisted the Company with the planning and execution of the SISP including, but
not limited to, the following:

i. prepared a list of prospective parties which includes companies in a same
or similar industry;

ii. coordinated distribution of teaser letter outlining the opportunity to
prospective purchasers;

iii. created a data room with various documents to assist interested parties in
assessing the opportunity;

iv. numerous discussions and correspondence with prospective parties with
respect of the opportunity, SISP process, and other matters;

v. prepared and coordinated the execution of non-disclosure agreements to
parties wishing to access the data room;

vi. provided interested parties access to the data room, and assisted with any
questions thereafter;

vii. conducted follow-up telephone calls and emails to interested parties
reminding them of the opportunity and deadline to submit a bid;

viii. arranged viewing of the assets to prospective parties;
ix. assessed the various bids received, and prepared an analysis of same;
x. assisted with the preparation of the asset purchase agreement; and,
xi. prepared draft approval and vesting order and other related documents.

c. monitored the Company’s financial affairs and activities on a weekly basis and
investigated any material variances;

d. prepared this Fourth Report; and,
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e. other matters of a general and specific nature not otherwise referred to above.

V. ONGOING OPERATIONS AND EFFORTS OF THE COMPANY

14. Since the filing of the Third Report, the Company has engaged in, among other things, the
following activities:

a. stabilized and continued operations;

b. paid post-filing obligations in the ordinary course;

c. planned and executed on the SISP with the assistance of the Proposal Trustee;

d. facilitated on-site inspections to prospective parties and responded to general
enquiries by same;

e. met with the Proposal Trustee to review the various bids received and determine
next steps; and,

f. other matters of a general and specific nature not otherwise referred to above.

VI. PROJECTED VS. ACTUAL CASH FLOWS

15. The Proposal Trustee and the Company prepared an actual to budget cash flow variance
analysis (the “Variance Analysis”) for the period May 22, 2022 to October 9, 2022. The
Variance Analysis is summarized in the following table:
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16. The Proposal Trustee has reviewed the Variance Analysis and discussed the Company’s
ongoing operations with Management. The Proposal Trustee is not aware of any material
variances nor is the Proposal Trustee aware of any matters that may otherwise be considered
a material adverse change. The Proposal Trustee has noted the following non-material and/or
non-adverse variances from the Updated Cash Flow Projection:

Actual to Projected Cash Flow Total Total Variance Variance
from May 16 to October 9, 2022 Projected Actual ($) (%)

Cash Inflows
Cash Sales 600,726$ 554,765$ (45,961)$ -8%
AR Collection 884,822 963,273 78,451 9%
DIP Financing/Other Financing 260,000 150,000 (110,000) -42%

Total Cash Inflows 1,745,548 1,668,038 (77,510) -4%

Cash outflows
General Expenses:

Payroll and Benefits 506,004 556,866 (50,862) -10%
Monthly Payroll Remittance & WCB 215,980 197,758 18,222 8%
Rent 63,105 63,105 - 0%
Property Tax 35,800 41,116 (5,316) -15%
Utilities 4,450 3,377 1,073 24%
Auto Insurance 45,337 45,873 (536) -1%
Liability Insurance 3,900 5,054 (1,154) -30%
Garage Policy 2,530 1,550 980 39%
Fuel 157,500 197,676 (40,176) -26%
Safelight - Radios 4,170 5,951 (1,781) -43%
Telephone/Internet 3,665 4,658 (993) -27%
BC Ferries 9,975 6,927 3,048 31%
Subscriptions 3,325 911 2,414 73%
Vehicle Repairs & Maint 136,500 91,604 44,896 33%
Sub-contract 6,400 1,350 5,050 79%
Contract Bookkeeping 5,500 5,326 174 3%
Bank and Other Fees 16,500 21,044 (4,544) -28%
Contingency Fund 84,000 15,768 68,232 81%
GST / HST Payable 54,000 13,150 40,850 76%

1,358,641 1,279,064 79,577 6%
Debt Service:

Payment of Equipment Leases 13,175 14,667 1,492 11%
Payment of Truck Loan 16,713 15,363 (1,350) -8%
Payment of Business Loan 115,075 115,078 3 0%
Credit Card Payments 36,435 46,583 10,148 28%

181,398 191,690 10,292 6%
Other Expenses:

Trustee 60,000 71,235 11,235 19%
Trustee Legal 40,000 19,378 (20,622) -52%
Legal - Restructuring 60,000 64,631 4,631 8%
Legal - Other 20,000 7,709 (12,291) -61%

180,000 162,953 (17,047) -9%

Total Cash Outflows 1,720,039 1,633,707 86,332 -5%
Net Increase (Decrease) in Cash 25,509 34,331 8,822 35%
Ending Cash Balance (110,033)$ (101,177)$ (8,856)$ 8%
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a. Cash inflows from DIP Financing were $150,000, or 42% less than projected, as a
result of the Company not requiring this additional financing to continue operations.
It should however be noted that the reporting period for the Variance Analysis was
to October 9, 2022.  As of the date of this Fourth Report, the Proposal Trustee
understands that the Company received further DIP Financing of $100,000
bringing the total to $250,000 (the “Total DIP Financing Advanced to Date”);

b. Cash outflows for payroll were $50,862, or 10% more than projected as a result of
an increase in overtime wages for employees;

c. Cash outflows for fuel were $40,176, or 26% more than projected, as a result of
the increased cost of fuel, along with increased usage associated with increased
sales;

d. Cash outflows for vehicle repairs and maintenance were $44,896, or 33% less than
projected as a result of delayed payment to a related party who performs such
services;

e. Cash outflows from the contingency fund were $68,232, or 81% less than
projected, as a result of no material contingency expenses arising; and,

f. As a result of the above, the Company had a line of credit balance of $101,177,
being $8,856 less than the projected line of credit obligation.

17. The Proposal Trustee further notes the following with respect to the Company’s actual cash
flows for this same period:

a. BMO has been paid about $130,441 for debt servicing of the vehicle loans and
business loan and monthly interest payments since the Filing Date, and
accordingly the Proposal Trustee is of the view that BMO as the senior creditor is
in a better position since same;

b. The Company has paid off the entire balance of the BMO credit card as this was
included in its debt servicing agreement, and has now stopped using the credit
card;

c. The Company has $8,856 more in borrowing capacity on the BMO line of credit
than projected as the Company has been able to manage its cash flows which
resulted in less cash outflows than expected; and,

d. the Company has maintained its post-filing obligations with the Canada Revenue
Agency (the “CRA”). However, the Company has not yet been able to make
payments to CRA for any pre-filing source deductions. Payment of pre-filing source
deductions was not contemplated in the cash flow projections.

18. The Company has been generally performing better than projected as it relates to its cash
flows. Further the Proposal Trustee has not identified any payments made by the Company
towards pre-filing unsecured obligations since its Third Report.

19. Management advised that as of the date of this Fourth Report, the Company is up to date with
all of its statutory reporting requirements and post-filing obligations to CRA. The Company
has also continued to meet its post-filing obligations incurred after the Filing Date in the
ordinary course of business.
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VII. SALES AND INVESTMENT SOLICIATION PROCESS

20. Pursuant the Third Extension Order, the Company was authorized to, with the assistance of
the Proposal Trustee, market any and all of the Company’s assets, undertakings and
properties (the “Assets”) which included, among other things, advertising and soliciting offers
in respect of the Assets or any part or parts thereof and negotiating such terms and conditions
of sale as the Proposal Trustee considers appropriate.

21. The Proposal Trustee worked alongside with the Company to plan and execute a
comprehensive SISP.  Below is a summary of the efforts made by the Proposal Trustee and
the Company:

a. prepared an advertisement in the Vancouver Sun which was published on
September 6, 2022;

b. prepared an extensive list of prospective parties which included companies in a
same or similar industry;

c. gathered and compiled documents relevant to the SISP and prepared a data room
for prospective parties to gain access;

d. prepared a non-disclosure agreement for prospective parties to execute in order
to gain access into the data room;

e. emailed a teaser letter with information regarding the SISP and the bidding process
to at least 72 parties;

f. mailed a physical copy of the teaser letter to at least 22 additional parties;
g. followed up with emails to the various aforesaid parties reminding them of the

opportunity and deadline to submit a bid/proposal;
h. followed up with phone calls and emails to at least 24 prospective buyers in a

same/similar industry and auctioneers;
i. received at least 24 responses to the teaser and advertisement from various

parties expressing an interest in the opportunity;
j. coordinated the execution of non-disclosure agreements with at least 18 parties

and provided them with access to the data room;
k. attended to numerous emails and telephone calls from prospective purchasers;
l. arranged physical viewings with at least 3 parties; and,
m. received 8 proposals/offers before the bid deadline of 5:00PM on September 26,

2022 (the “Bid Deadline”).

22. Below is a summary of the 8 proposals/offers initially received by the Proposal Trustee at the
Bid Deadline, ranked in order of the estimated recoveries:
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23. The initial auction proposal from Maynards provided a net minimum guarantee (the “NMG”) of
$835,000.  At the time of the Bid Deadline, this auction proposal appeared superior in terms
of recovery to the stakeholders in comparison to the other bids received.  However, the
Maynard’s proposal was not a “Qualified Bid” in accordance with the SISP and  the NMG was
conditional on final inspection as Maynards did not inspect any of the assets prior to submitting
the aforesaid auction proposal.  In an effort to determine Maynard’s NMG, the Proposal
Trustee facilitated the final inspection with Maynards on or around October 3, 2022 and was
advised by Maynards that the condition of numerous vehicles and equipment were
substantially worse than Maynard’s had anticipated.  Accordingly, Maynards resubmitted an
amended auction proposal with a NMG of $705,000 (the “Amended Maynards Proposal”).
The Amended Maynards Proposal remained  subject to a final inspection as Maynards  was
unable to inspect all vehicles and equipment as they were not situated on the Company’s
premises.  As such, a further reduction in the NMG is possible.  Attached as Appendix “A” is
a copy of the Amended Maynards Proposal.

24. Further, the auction proposals submitted by Maynards, McDougall Auctioneers Ltd., Ritchie
Brothers, and Able Auctions all included certain costs that would be borne by the Company
or the Proposal Trustee. The Proposal Trustee estimates that these costs, such as occupation
rent, repairs and maintenance, insurance, utilities, fuel, as well as certain employee
obligations could exceed $100,000 for the period of time needed to conduct an auction. These
costs would reduce the overall net recovery to the stakeholders. The highest amount from the
auction proposals was from Maynards, After taking into consideration the costs of realization
and certain underlying assumptions, the Proposal Trustee estimates that the net recovery
from the acceptance of the Amended Maynards Proposal may be $615,000 to $764,500.
Attached as Appendix “B” is a calculation of the estimated net recovery of the Amended
Maynards Proposal along with the assumptions.

Rank Bidder Offer Estimated Net Realizable Value Details

1 Maynards Industries Canada Ltd. ("Maynards")
Auction Proposal - $835,000 net minimum
guarantee ("NMG") + 90% of excess of
$885,000

 $                                           703,000.00

Proposal Trustee and/or Company would be
required to pay certain expenses in order to
store and maintain the assets. Estimates for
costs were calculated at $132,000. Offer was
subject to final inspection.

2 Tiger Capital Group LLC Outright purchase of $631,000  $                                           631,000.00 Offer was subject to final inspection

3 The Sauers $450,000 + $105,000 DIP Credit Bid  $                                           555,000.00
The DIP Credit as at the date of the bid
submission deadline was $105,000

4 McDougall Auctioneers Ltd. (Bid 1)
Auction Proposal $639,471 NMG + 98% of
excess of $679,053

 $                                           511,080.00

Proposal Trustee and/or Company would be
required to pay certain expenses in order to
store and maintain the assets. Estimates for
costs were calculated at $128,391

5 Ritchie Brothers
Auction proposal - $546,000 gross minimum
guarantee ("GMG"), with 75% of excess GMG

 $                                           446,380.00

Proposal Trustee and/or Company would be
required to pay certain expenses in order to
store and maintain the assets. Estimates for
costs were calculated at $99,620

6 Commercial Truck Equipment Company Outright purchase - $301,000  $                                           301,000.00
Subject to final inspection. No final inspection
had been performed

T7 McDougall Auctioneers Ltd. (Bid 2)
Auction Proposal - 0% commission, with 100%
of buyers premium payable to McDougall
Auctioneers Ltd.

 Unknown No net minimum guarantee was provided

T7 Able Auctions
Auction Proposal - 5% commission on
vehicles, and 15% on all other assets.

 Unknown No net minimum guarantee was provided
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25. At or around the Bid Deadline, the Sauers raised concerns with the Proposal Trustee’s
assessment of the above noted bids and believed that their bid (the “Sauer Bid”) should be
considered as the superior bid as they believed the DIP Facility would be close to fully utilized
(limit $310,000) by the closing of the transaction.  Although the DIP Facility was only at
$105,000 at the Bid Deadline, the Sauers anticipated that they would need to inject further
funds prior to closing.  The Proposal Trustee considered this further and agreed that the Sauer
Bid would be considered superior to the Maynards proposal if the DIP Facility is close to being
fully utilized.

26. As mentioned above, the Total DIP Financing Advanced To Date totalled $250,000.
Accordingly, the total value of the Sauer Bid was $700,000, being the $450,000 cash
component plus a $250,000 DIP credit.  Attached as Appendix “C” is the Sauer Bid.

27. The key terms of the Sauer Bid include, but are not limited to, the following:

a. The purchase price would be $450,000 plus a credit bid in the amount of $250,000
representing the DIP funds advanced by the Sauers under the DIP Facility;

b. A deposit in the amount of $50,000 was provided to the Proposal Trustee on or
about September 26, 2022;

c. The bid includes all of the Company’s assets, undertakings and properties
including all vehicles, equipment, accounts receivable, goodwill, intellectual
property, inventory, prepaid expenses, and others with the exception of certain
assets identified as ‘excluded’ in the Sauer Bid;

d. The Sauers acknowledged that it had conducted its own due diligence and
therefore expressly acknowledged and agreed that it is acquiring the Assets on an
“as is and where is” basis;

e. The Sauers obligation to complete the purchase of the Assets, and the Vendor’s
corresponding obligation to complete the sale of the Assets, is subject to the
issuance of a vesting order, and the approval by this Honourable Court of the sale
agreement without amendment on the terms and conditions herein, and all
applicable appeal periods therefrom have lapsed, all within 10 days of the
execution date; and,

f. The Sauers are responsible for any and all provincial sales tax and goods and
services tax.

28. In view of the aforesaid reduction in the NMG by Maynards along with the estimated costs of
realization with holding an auction and the risks of a further reduction in the NMG pending
final inspection,, the Proposal Trustee is of the view that the Sauer Bid in the amount of
$700,000 is the superior bid (the “Superior Bid”) for the following reasons:

a. offers the highest certainty for the highest gross recovery (assuming the auction
value of the assets is at or around the NMG);

b. It is estimated that Maynards would need to sell the Assets for more than $795,000
(gross) for the net recovery to be greater than the Superior Bid.  This does not take
into account any further reductions in the NMG.  There are obviously no
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guarantees of success, particularly in view of the current state and condition of
several vehicles;

c. timeline to complete the transaction is significantly shorter in comparison to
conducting an auction on-site which would require occupation costs, rent,
insurance, wages and other costs for a duration of at least two months;

d. the Superior Bid does not include any conditions or subjects to closing except for
approval by this Honourable Court, whereas several of the other bids contain
conditions (including the Maynards auction proposal, which remains conditional to
final inspection);

e. the Sauers are related to the Company and have been involved with the day-to-
day management of the Company since the Filing Date.  Accordingly, the Sauers
are already positioned to continue operations which could result in a seamless
transition following the sale;

f. allows for the continued operations through a new entity whereas the other bids
contemplated an immediate sale or liquidation of the Assets; and,

g. stakeholders of the Company could benefit from the ongoing business of the
Company through a separate entity and it could also benefit employees who may
continue their employment and have positive impacts on the local economy.

29. Pursuant to Section 65.13(1) of the BIA, the Company may not sell or otherwise dispose of
assets outside the ordinary course of business unless authorized to do so by this Honourable
Court. Section 65.13(4) of the BIA sets out the factors this Honourable Court is to consider,
amongst other things. The following is the Proposal Trustee’s comments with respect to those
factors:

a. whether the process leading to the proposed sale or disposition was reasonable in
the circumstances – The Company followed the SISP, which was reasonable in
the circumstances;

b. whether the trustee approved the process leading to the proposed sale or
disposition – The SISP was approved by the Proposal Trustee;

c. whether the Proposal Trustee filed with this Honourable Court a report stating that
in their opinion the sale or disposition would be more beneficial to the creditors
than a sale or disposition under a bankruptcy – The Proposal Trustee has prepared
this Fourth Report and is of the opinion that the sale to the Sauers is more
beneficial to creditors than a sale under a bankruptcy;

d. the extent to which the creditors were consulted – The Company has advised that
its primary secured creditors, namely CRA and BMO, have been served with the
pleadings in these NOI proceedings;

e. the effects of the proposed sale or disposition on the creditors and other interested
parties – The sale is more beneficial to creditors than a sale under a bankruptcy
and allows the business to continue as a going-concern through a new entity,
providing  continued employment for the Company’s employees and maintaining
ongoing relationships with other stakeholders; and

f. whether the consideration to be received for the assets is reasonable and fair,
taking into account their market value – The Superior Bid is the result of the SISP
and the value exceeds the NMG of the highest liquidation offer.



In the Matter of the Notice of Intention to Make a Proposal of
Drake Towing (2018) Ltd.
Proposal Trustee’s Fourth Report to Court Page 13

30. As the Sauers are non-arm’s length parties to the Company,  the following factors under
Section 65.13(5) must also be considered prior to authorization of the sale by this Honourable
Court:

a. Good faith efforts were made to sell or otherwise dispose of the assets to parties
who are not related to the insolvent person; and,

b. Consideration to be received is superior to the consideration that would be
received under any other offer made in accordance with the process leading to the
proposed sale or disposition.

31. Based on the efforts made by the Proposal Trustee and the Company in facilitating the SISP
and the results summarized above, it is the Proposal Trustee’s view that good faith efforts
were made to sell the assets to parties who are not related and that the Sauer Bid does result
in a greater recovery to the stakeholders in comparison with the other bids received.

32. Further, pursuant to Section 65.13(8) of the BIA, the authorization of the sale is subject to the
Company making payments that would be required under paragraphs 60(1.3)(a) and
60(1.5)(a) of the BIA, if this Honourable Court had approved the sale. The Proposal Trustee
understands that the Company is still considering the filing of a Proposal on or before
November 17, 2022 if the Fourth Extension is granted.  In the event that a Proposal is filed, it
must allow for the payment of the aforesaid amounts immediately upon court approval of the
Proposal.  In the event that a Proposal is not filed, the Company will be deemed bankrupt and
the Proposal Trustee is of the view that the payments required under Section 65.13(8) of the
BIA, specifically as it relates to the obligations due to the employees, will be satisfied through
the Wage Earner Protection Program Act (the “WEPPA”).  Employees are protected for wages
and vacation due within 6-months of the Filing Date plus severance to a maximum of
$8,117.34 (2022 limit).  Based on information received from the Company, the protections
under WEPPA will be sufficient to satisfy most, if not all, of the employee obligations.

33. Based on the foregoing, the Proposal Trustee recommends that this Honourable Court
approve the Superior Bid.

VIII. STATEMENT OF ESTIMATED REALIZATION AND DISTRIBUTION

34. In an effort to further assist this Honourable Court along with the Company’s stakeholders,
the Proposal Trustee, with the assistance of Management, has prepared a schedule
comparing the anticipated recoveries if the Superior Bid is accepted as opposed to an
immediate liquidation through a bankruptcy (the “Estimated Realization Schedule”). A copy
of the Estimated Realization Schedule is attached at Appendix “D”.

35. It is assumed that in a bankruptcy, a liquidation scenario would closely mirror the Amended
Maynards Proposal. Accordingly the assumptions of the bankruptcy scenario analysis are
based on the terms set out in the Amended Maynards Proposal. In the event of a bankruptcy,
the Proposal Trustee does not anticipate there will be any recoveries to the secured and
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unsecured creditors. It is estimated that CRA will receive about $385,000 net of costs of
realization and administrative costs and accordingly will suffer a shortfall on its deemed trust
claim against the Company for unremitted source deductions.  This is on the assumption that
it will not be necessary to utilize the Administration Charge. It should however be noted that
this estimate is subject to change as CRA has not yet completed its trust examination.

36. In the event that the Superior Bid is accepted, the Proposal Trustee also does not anticipate
there will be any recoveries to the secured and unsecured creditors; however, it is anticipated
that CRA will receive a greater recovery of about $450,000 but will still suffer a shortfall on its
deemed trust claim against the Company for unremitted source deductions.  This is again on
the assumption that it will not be necessary to utilize the Administration Charge.

37. Based on the foregoing, it is the Proposal Trustee’s view that the Superior Bid will result in a
greater recovery to the stakeholders than an immediate liquidation or bankruptcy.

IX. EXTENSION OF STAY PERIOD

38. As mentioned above, the Third Extension Order extended the time the Company may file a
Proposal to October 27, 2022. The Company is seeking the Fourth Extension of the stay of
proceedings to November 17, 2022.  The stay of proceedings can be extended for a period
not exceeding six months from the Filing Date.  Accordingly, this is the last and final extension
available to the Company.

39. As mentioned above, the Proposal Trustee understands that the Company is still considering
the filing of a Proposal on or before November 17, 2022.  The Proposal Trustee further
understands that the Fourth Extension is necessary to, among other things, provide adequate
time to transfer the operations and assets of the Company to the purchaser.

40. The Proposal Trustee considered the following factors regarding the Company’s request for
the Fourth Extension:

a. whether the Company is acting in good faith and with due diligence;
b. whether the Company would likely be able to make a viable Proposal if the Fourth

Extension were to be granted; and,
c. whether any creditor in these proceedings will be materially prejudiced if the Fourth

Extension is granted.

41. It is the Proposal Trustee’s view that the Company has been acting in good faith and with due
diligence and that no creditor will be materially prejudiced if the Fourth Extension is granted.

X. PROPOSAL TRUSTEE’S RECOMMENDATION

42. Based on the above, the Proposal Trustee recommends that this Honourable Court grant the
following relief:
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October 3, 2022 
 
 
 
Crowe Mackay & Company Ltd.   
1100-1177 West Hastings Street  
Vancouver, B.C. V6C 3H1 
 

Attention:  Mr. Derek Lai                                                        Email : Derek.Lai@crowemackay.ca 
 
Dear Sir:  
 
Re: PROPOSED AUCTION OF DRAKE TOWING (2008) LTD. 
 
This letter and proposal is with respect to Maynards Industries Canada Ltd. (Maynards) acting as 
sales agent for Crowe MacKay & Company Ltd., to sell certain assets of  Drake Towing (2008) Ltd, 
(The Company). 
 
Maynards has 115 years of business expertise in specialized global auction and liquidation services, 
and the appraisal of industrial equipment and commercial/retail inventories.  Working from offices 
in the United States, Canada, Europe, Japan and China, Maynards offers leading-edge recovery 
strategies for both large and small asset monetization projects. 
 
We welcome the opportunity to be of service to you on this project.  We are confident, based on 
our experience in this industry and managing large-scale industrial sales, that Maynards is the ideal 
firm to manage this sale on your behalf. 
 
Should you have any questions or require additional information, please do not hesitate to contact 
me at 604-813-1135 
 
Yours truly, 
 

 
 
Mike Seibold 
Vice-President, Industrial Division 
Michael@maynards.com  
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METHOD OF SALE 

 
Our offer encompasses all assets and inventory as described in the listing provided and is subject to 
a final inspection. 
 
To maximize the total proceeds to Crowe MacKay & Company Ltd, as sales agent, Maynards 
recommends holding an onsite auction. 
 
We offer the following proposal for your consideration: 
 
 
 
 

Net Minimum Guarantee (NMG) 
 
Maynards’ global NMG would be $705,000; the next $50,000 will be for Maynards’ account.  
All sales over $755,000 will be split 90 % to Crowe MacKay & Company Ltd Inc and 10% to 
Maynards. 
 
Maynards will charge and retain a Buyer’s Premium (BP) for Maynards’ account.   
 
All out of pocket costs associated with advertising, travel, etc., will be borne by Maynards. 
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FINANCIAL REPORTING 
 
Maynards maintains state-of-the-art asset tracking and financial management systems, providing 
unquestionable accountability throughout the sale process.  All funds collected will be remitted three 
weeks following the auction date and complete audit trails of all sales will exist.  
 
TAXES 
 
Maynards will collect and remit all applicable taxes according to government regulations and 
guidelines.  
  
ADVERTISING CAMPAIGN 
 
Our experience has proven that utilizing a variety of advertising and promotional media to support 
our marketing program will increase the overall return to the Crowe MacKay & Company Ltd. The 
marketing program tailored specifically to The Company assets and will include the following:   

 

▪ Brochures | Maynards will design and mail colour brochures promoting the auction.  These 
brochures will include numerous pictures and technical details of the assets and will be marketed 
to a global audience.   

 

▪ Direct Mail | Maynards has developed and maintained an extensive global database of over 
750,000 potential buyers and contacts, gathered and qualified from over 100 years in business 
and countless auctions.  Utilizing this database, Maynards will specifically target customers in a 
variety of industries including, but not limited to the General construction and related industries.   
Our primary marketing program will be targeted to end users, dealers and brokers in the related 
sectors.   
 

▪ E-Brochures | Maynards also maintains an extensive listing of buyers who favour receiving 

industrial liquidation information electronically. The Companies assets will be emailed to these 

potential buyers, detailing what equipment is available. 

 

▪ Email Marketing | Maynards will send out detailed email marketing blasts to our internal 

contact lists as well as to relevant 3rd party lists.  The e-blasts will contain sale information, 

contact details, photographs of assets available and links to Maynards’ website for complete sale 

information. 

 

▪ Website | The auction logistics, together with photographs and technical details of the shop 
and specific equipment, will be placed in The Companies customized event listing on our 
website (www.maynards.com).  The event listing on our webpage will include sale information, 
list all equipment in detail, provide a link for visitors to download an eBrochure (PDF), and 
allow potential customers to search for specific pieces within the lot listings.   

 
 
 

http://www.maynards.com/
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▪ Newspaper Advertising/Trade Journals/Industry Publications | Detailed advertising will 

be placed in appropriate newspapers, trade journals and industry publications, time permitting.  

Respondents to our advertising will also receive our colour brochure and be referred to our 

website.  All advertising will be reviewed with The Crowe MacKay & Company Ltd in advance 

of publishing. 

 

▪ Advertising with Other Maynards Sales | The Companies Auction will be advertised 

together with our other industrial auction mailings, where appropriate.  Doing this may 

effectively triple the number of potential buyers contacted.   

 

▪ Special Contact | There are specific individuals, organizations, and professionals in the 

industry who will be important to the sale.  Our contact management program will be utilized to 

telephone major companies in the industry, prioritize interest, and match equipment offerings 

with potential clients.  This program should yield increased proceeds from the sale of specialized 

systems and complete production lines.  

  

▪ Lot-by-Lot Auction Catalogues | Maynards will prepare a Lot-by-Lot auction catalogue, 

providing a full description and other pertinent information for The Companies assets.  

Catalogues are available to all prospective buyers during the preview and auction days.  Buyers 

can also download the catalogues directly from our website. 

 
 
PREPARATION OF THE AUCTION 
 
Our plan is to immediately dedicate sufficient resources to work onsite to prepare the assets for sale 
and to develop a working relationship with The Companies personnel.  
  
A well-planned auction is critical to maximizing the overall return, and Maynards’ success is an 
immediate result of the interactive approach to preparation taken on each sale.  This includes 
looking not only at the big picture – ensuring the auction is well organized and laid out, key assets 
are properly marketed to the right customers, etc. – but also ensuring the small details have been 
looked after, such as having the equipment manuals, installation drawings and maintenance records 
readily available with the equipment.   
 
To provide The Crowe MacKay & Company Ltd with the highest return possible, Maynards’ 
personnel will supervise the sale set-up site and will oversee operations to organize the assets to be 
sold at auction.  
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DISMANTLING AND EQUIPMENT REMOVAL 
 
Maynards will work with The Companies Representative on-site for two days following the auction 
to oversee the removal or preparation of the removal of the equipment from the auction site. 
 
 
FORCE MAJEURE 
 
In the event of fire, strike or natural disaster, Maynards shall be held harmless from any and all 
liability if such disaster shall affect the conduct or timing of the sale or any of the assets of The 
Company. 
 
RESPONSIBILITIES OF THE CROWE MACKAY & COMPANY 
 
SYSTEM OPERATIONS 
 
Throughout the duration of our contract, Crowe MacKay & Company Ltd, shall be responsible for 
the following: 
 

• Any existing security systems should remain in effect until all equipment has been removed from 
the properties. 

• Representatives of The Company who are familiar with the mechanical, electrical and fire 
protection systems are to be available as necessary to Maynards’ Project Manager. 

• We assume that the current refurbishing program that is currently in-place and operating will 
continue until the time of the Auction. Some examples, oil changes due when required or repairs 
to units if they are damaged. 

• Existing communications systems, such as telephones, internet and facsimile machines, should 
remain in place and operative until the completion of the sale and removal of the equipment.   

 
 
OCCUPATIONAL USE OF THE PREMISES 
 
Crowe MacKay & Company Ltd is to ensure that Maynards has occupational, rent-free use of the 
premises, and experiences quiet enjoyment of the premises with no interference as a result of labour 
strife and/or influence beyond our control.   
 
 
INSURANCE 
 
Maynards provides an umbrella policy of $5,000,000 covering public liability during the length of 
our contract.  Maynards requires that it be provided with an endorsement naming Maynards as an 
Additional Insured on The Companies policies on the assets throughout the term of Maynards’ 
engagement.   
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The Companies insurance coverage on the equipment and other assets must remain in effect until all 
assets are removed from the sale site.  Should an insurance claim be required as a result of damage 
caused by fire, flood, theft, etc., proceeds received on any assets that otherwise would have been 
sold shall be considered proceeds from sale and Maynards’ commissions shall apply.   
 
The Crowe MacKay & Company Ltd shall indemnify and save harmless Maynards from and against 
all claims, liabilities, costs and expenses, including actual legal costs, incurred by Maynards as a result 
of any third party claiming an interest in any of the assets or the proceeds of the sale. 
 
 
ENVIRONMENTAL 
 
All environmental concerns will be the responsibility of The Company. 
 
PROPOSAL CONDITIONS 
 
The terms of this proposal are subject to an agreeable, signed Auction and Liquidation Services 
Agreement between Maynards and  Crowe MacKay & Company Ltd, We would require all 
equipment to be returned to the Drake yard where we would be conducting the auction sale.    



APPENDIX B



In the Matter of the Notice of Intention to Make a Proposal of Drake Towing (2018) Ltd.
Estimated Net Recovery of the Amended Maynards' Proposal

Low Scenario High Scenario
Net Minimum Guarantee [1] 705,000.00$ 705,000.00$
Est. Recovery in Excess of Net Minimum [2] - 76,500.00
Contingency for Further Reduction [3] (25,000.00) -

680,000.00 781,500.00

Est. Costs of Realization (per Maynards' Proposal)
Premises Rent and Security [4] 30,000.00 30,000.00
Staffing [5] 25,000.00 25,000.00
Refurbishment Program [6] 30,000.00 30,000.00
Communication Systems [7] 2,000.00 2,000.00
Insurance [8] 20,000.00 20,000.00
Relocation and Transport Costs [9] 15,000.00 15,000.00
Other/Contingency [10] 10,000.00 10,000.00

132,000.00 132,000.00

Trustee Related Costs [11]
Additional Trustee Fees and Costs 30,000.00 30,000.00
Additional Trustee Insurance 8,000.00 8,000.00

38,000.00 38,000.00

Estimated Net Recovery from Maynards' Proposal 510,000.00 611,500.00

Recovery from Trade Receivables [12] 105,000.00 105,000.00
Recovery from Intercompany Receivables [13] NIL 48,000.00
Recovery from Prepaids and Deposits [14] NIL NIL
Recovery from Goodwill [14] NIL NIL

105,000.00 153,000.00

Total Estimated Recovery 615,000.00$ 764,500.00$

Assumptions
[1]

[2]

[3]

[4]

[5]

[6]

[7]

[8]

[9]

[10]

[11]

[12]
[13]
[14]

The Proposal Trustee estimates that it can recover between $NIL and $48,000 of intercompany receivables.
The Proposal Trustee does not anticipate recovering anything from prepaids, deposits, or goodwill.

The Maynards' Proposal requires the continued use of the Company's communication systems. The estimate is based on historical costs

The Maynards' Proposal requires the Company's insurance policy. The estimate is based on historical costs.

It is estimated that the relocation and transport costs for the assets will be about $15,000 to get the vehicles to the auction locations

A contingency for unforeseen costs in the amount of $10,000 has been included for conservative purposes.

The Trustee anticipates about $30,000 in additional fees in order to assist in facilitating the auction. The Proposal Trustee also estimates
about $8,000 in additional insurance costs to be borne by the Trustee in order to assist with the sale.

The Proposal Trustee anticipates about a 66.67% recovery of trade receivables

The net minimum guarantee is based on the Amended Maynards' Proposal provide in or around October 3, 2022

Maynards provided the Proposal Trustee of an estimate of what the assets could go for at auction. The estimate would result in an
additional $76,500 in recovery to the Company. This estimate however is simply an estimate and accordingly has no certainty.

The Maynards' Proposal is still subject to a final inspection of a few vehicles, and accordingly a contingency for a further reduction to the
NMG has been included.

It is assumed that the premises will need to be continued to be rented for an additional 2 months in order to facilitate the sale by
Maynards. Premises rent is about $12,600 monthly. Security costs have been included based on historical costs.

It is assumed that the Company will retain about 3-5 staff members to assist in facilitating the sale of the assets for a period of about 6-8
weeks. The employees costs have been calculated at their historical pay rates.
It is estimated that all of the vehicles will require some minor repairs and maintenance prior to the sale by Maynards. It has been estimated
that each vehicle will require on average about $1,000 of repairs and maintenance
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OFFER TO PURCHASE AND AGREEMENT OF PURCHASE AND SALE 
(ASSET PURCHASE)

THIS OFFER is made on the 26 day of September, 2022,

BY:

COLLEEN AND HARVEY SAUER

(the "Purchaser")

366 Cypress Drive, Coldstream, BC V1B 2Y1

TO:

DRAKE TOWING (2018) Ltd.

(the "Vendor")

1533 Powell St, Vancouver, BC V5L 5C3

WITNESSES THAT WHEREAS:

A. Terms utilized in these Recitals and defined in this Agreement will, for all purposes of 
this Agreement, have the meanings respectively ascribed thereto in Section 3.1 or as 
otherwise defined herein;

B. The Vendor carries on business as a tow truck service provider;

C. The Vendor filed a NOI with the Office of the Superintendent of Bankruptcy on May 17, 
2022 pursuant to Part III, Division I of the BIA;

D. Crowe MacKay and Company Ltd. consented to act as Proposal Trustee under the BIA 
Proceedings;

E. Pursuant to the order of the Court pronounced September 2, 2022, the Proposal 
Trustee, in consultation with the Vendor, initiated a sales process in order to solicit 
offers for the sale of all or substantially all of the Assets or recapitalization or other form 
of reorganization of the business, property or affairs of the Company, including but not 
limited to the debt, share, or capital structure of the Company; and

F. The Purchaser is prepared to purchase the Assets from the Vendor, and the Vendor is 
prepared to sell the Assets to the Purchaser, upon the terms and conditions set out in 
this Agreement,
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NOW THEREFORE, in consideration of the covenants and agreements herein set forth, the 
Vendor and the Purchaser hereby covenant, acknowledge and agree as follows:

ARTICLE 1 - SUMMARY OF BASIC TERMS

1.1 Summary of Basic Terms

The basic terms of this Agreement are as follows:

(a) Address of Purchaser: 366 Cypress Drive,

Coldstream, BC V1B 2Y1

Attention: Colleen Sauer and Harvey Sauer
Email: csauer@wemakeithappen.biz

hsauer@alquipdiesel.com

(b) Address of Vendor: 1533 Powell St

Vancouver, BC V5L5C3

Attention: Colleen Sauer and Harvey
Sauer
Email: accounts@draketowing.com
hsauer@alquipdiesel.com

(c) Purchase Price: $450,000.00 plus DIP Credit of $250,000 for 
a total of $700,000.00 using a vesting order

(d) Deposit: $50,000.00

The foregoing basic terms are approved by the parties. Any reference in this Agreement to a 
basic term will be construed to include the provision set forth above as well as any additional 
terms and conditions of this Agreement where the basic term is more fully set forth. In the 
event of a conflict between any of the foregoing basic terms and the terms of the Agreement 
set forth below, the terms of the Agreement set forth below shall be determinative.

ARTICLE 2 - OFFER AND ACCEPTANCE

2.1 Offer

The Purchaser hereby offers to purchase (the "Offer") from the Vendor the Assets, free and 
clear of all liens, charges, encumbrances and title notations, save and except the Permitted 
Encumbrances, upon the terms and conditions contained herein.

AC/8981983.1
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2.2 Acceptance

The acceptance of this Offer by the Vendor will convert this Offer into a binding agreement (the 
"Agreement") for the purchase and sale of the Assets on the terms and conditions contained 
herein.

ARTICLE 3- INTERPRETATION

3.1 Definitions

In this Agreement, each of following terms will have the meaning respectively set out below 
unless the context or subject matter is inconsistent with that meaning:

(a) "Accounts Receivable" means all accounts receivable, trade accounts, notes 
receivable and other debts owing to the Vendor in connection with or arising out 
of the Business, and the full benefit of all security for such accounts, notes and 
debts;

(b) "Affiliate" with respect to a corporation means another corporation which is 
affiliated with the first mentioned corporation within the meaning thereof in the 
Business Corporations Act (British Columbia);

(c) "Agreement" means this Offer to Purchase and Agreement of Purchase and Sale, 
and all schedules attached hereto, as may be amended in writing from time to 
time with the agreement of both parties;

(d) "Alternative Transaction" means a transaction pursuant to a Successful Bid with 
a party, including the Purchaser, from the Auction or a financial restructuring 
transaction of the Vendor outside the Sales Process;

(e) "Assets" means all properties and assets of the Vendor of every kind and 
description (whether real, personal, mixed, tangible or intangible) relating to the 
Business wherever located (but not including the Excluded Assets), including:

(i) the Accounts Receivable;

(ii) the Contracts;

(iii) the Goodwill;

(iv) the Intellectual Property;

(v) the Inventory;

(vi) the Prepaid Expenses;

(vii) the Personal Property;
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(viii) the Vendor's interest in the Permits; and

(ix) subject to the terms of the Leases, the Vendor's interest in the Leasehold 
Improvements and the Leased Premises;

(f) "Auction" means the auction held by the Proposal Trustee for the sale of the 
Assets or Shares in accordance with the Sales Process;

(g) "BIA" means the Bankruptcy and Insolvency Act (Canada);

(h) "BIA Proceedings" means the proceedings pursuant to which the Vendor has 
filed for and was granted protection under the BIA;

(i) "Books and Records" means all files, ledgers and correspondence, all manuals, 
reports, texts, notes, data, specifications, memoranda, invoices, receipts, 
accounts, accounting records and books, financial statements and financial 
working papers and all other records and documents of any nature or kind 
whatsoever, including those recorded, stored, maintained, operated, held or 
otherwise wholly or partly dependent on discs, tapes and other means of 
storage, including any electronic, magnetic, mechanical, photographic or optical 
process, whether computerized or not, and all software, passwords and other 
information and means of or for access thereto, belonging to the Vendor and 
relating to the Business or any of the Assets;

(j) "Business" means the business of the Vendor;

(k) "Business Day" means any day other than a Saturday, Sunday or statutory 
holiday in the Province of British Columbia;

(l) "Closing" means the closing of the purchase and sale of the Assets in accordance 
with the provisions of this Agreement;

(m) "Closing Date" means a date no later than 10 Business Days following the date of 
the Vesting Order, or at such other date as may be agreed to in writing by the 
parties;

(n) "Contracts" means all contracts, agreements, instruments, leases, indentures 
and commitments, whether written or oral, relating to the Business or to any of 
the Assets to which the Vendor is a party, to the extent they are assignable 
without cost by the Vendor to the Purchaser;

(o) "Court" means the Supreme Court of British Columbia;

(p) "Deposit" means the "Good Faith Deposit" as defined in the Sales Process and is 
the sum set forth in Subsection 1.1(d) to be paid by the Purchaser to the Vendor 
pursuant to Article 4;
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(q) "Encumbrances" means all mortgages, pledges, charges, liens, construction 
liens, debentures, hypothecs, trust deeds, assignments by way of security, 
security interests, options, equitable interests or beneficial interests, conditional 
sales contracts or other title retention agreements or similar interests or 
instruments charging, or creating a security interest in, or against title to, the 
Assets or any part thereof or interest therein, including leases, easements, 
servitudes, rights of way, restrictions, any subdivision, site plan, development or 
other agreements with a Governmental Authority affecting the Assets, 
executions or other charges or encumbrances (including notices or other 
registrations in respect of any of the foregoing) which encumber title to the 
Assets or any part thereof or interest therein;

(r) "Environmental Laws" means any law, bylaw, order, ordinance, ruling, 
regulation or directive of any applicable federal, provincial or municipal 
government or governmental department, agency or regulatory authority or any 
court of competent jurisdiction relating to environmental matters and/or 
regulating the import, manufacture, storage, distribution, labelling, sale, use, 
handling, transport or disposal of Hazardous Materials, as are in force as of the 
Closing Date;

(s) "Environmental Condition" means:

(i) the presence of any Hazardous Materials in, on, at or under the Assets;

(ii) the release of any Hazardous Materials to, at or from the Assets;

(iii) the presence of any Hazardous Materials in, on, at or under any land, 
water, groundwater, sediments or building, improvement or structure 
other than the Assets where such Hazardous Materials originated from, 
or otherwise resulted from any operation or activity on, the Assets; and

(iv) any damage, contamination, pollution, impairment, alteration, 
destruction of or injury to, human health or safety or to the environment 
resulting from any activity, operation, act or omission of any kind 
whatsoever on, at or relating to the Assets, including damage, 
contamination, pollution, impairment, alteration or destruction of or 
injury to fish, fish habitat, wildlife, biota, crops, livestock, lands, soil, air 
(including indoor air), water, sediments, groundwater and drinking water 
supplies at, on or of the environment;

(t) "Excluded Assets" means

(i) all cash on hand or in banks or other depositories;

(ii) all indebtedness owing to the Vendor by any of the Vendor's Affiliates or 
any director or officer of the Vendor;
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(iii) all income tax instalments paid by the Vendor, and the right to receive a 
refund of any taxes paid by the Vendor and interest thereon;

(iv) all contracts, agreements, instruments, leases, indentures and 
commitments, whether written or oral, relating to the Business or to any 
of the Assets to which the Vendor is a party, which cannot be assigned to 
the Purchaser for any reason;

(v) the interest of the Vendor in any litigation and in the proceeds of any 
judgment or order thereunder;

(vi) the interest of the Vendor in any insurance policies, including any cash 
surrender value thereof;

(vii) the Books and Records;

(viii) any assets, undertakings or personal property that are subject to a valid 
purchase money security interest, as defined by the PPSA; and

(ix) all those things specifically excluded from the definitions of those terms 
set out in the list of included items in the definition of Assets;

(u) "Execution Date" means the date upon which the Vendor accepts the 
Purchaser's offer herein contained by delivering a fully executed copy of this 
Agreement to the Purchaser;

(v) "Goodwill" means the goodwill attributable to the Business and the exclusive 
right of the Purchaser to represent itself as carrying on the Business in 
continuation of and as successor to the Vendor, and the right to use any words 
indicating that the Business is so carried on, including any variation thereof as 
part of the name of, or in connection with, the Business to be carried on by the 
Purchaser;

(w) "Governmental Authority" means any government, regulatory authority, 
government department, agency, utility, commission, board, tribunal, court or 
other rule making entity having jurisdiction on behalf of any nation, province or 
state or other subdivision thereof or any municipality, district or other 
subdivision thereof, or having jurisdiction over the relevant circumstances, or 
any Person acting under the authority of any of the foregoing.

(x) "Hazardous Materials" means any material or substance that may impair the 
quality of the environment or which under Environmental Laws is deemed to be 
"hazardous", a "pollutant", "toxic", "deleterious", caustic", "dangerous", a 
"waste", a "hazardous material", a "source of contamination" or analogous 
substance including, without limitation, petroleum and petroleum products, 
asbestos, polychlorinated biphenyls, and flammable and radioactive materials;
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(y) "Inventory" means the unexpired and useable goods, merchandise, stock-in 
trade and inventories of raw materials, work in progress and finished goods of or 
pertaining to the Business;

(z) "Intellectual Property" means:

(i) all trade secrets, trade marks (including logos), trade names, slogans, 
service marks and brand names and all applications therefor;

(ii) all patents (including divisions, reissues, renewals and extensions) and all 
applications therefor;

(iii) all research and case studies carried out in connection with the Business;

(iv) all copyrights, industrial designs and other industrial property rights 
(including any invention or know-how of any kind) and any applications 
therefore;

(v) all websites, domain names and social networking profiles owned by the 
Vendor or used in connection with the Business;

(vi) all telephone and fax numbers, including mobile telephone numbers 
owned by the Vendor or used in connection with the Business; and

(vii) all patterns, plans, designs, inventions, research and development work 
and data, licences, sub licences, franchises, technology, and all other 
related property and assets, irrespective of the support on which it is 
recorded or affixed, as well as all unpatented blue prints, flow sheets, 
equipment and parts lists and descriptions and related instructions, 
manuals, data, records and procedures;

(aa) "Leases" means the leases set out in Schedule B;

(bb) "Leasehold Improvements" means all the leasehold improvements of the 
Vendor in the Leased Premises;

(cc) "Leased Premises" means the premises which are leased by the Vendor as 
lessee, as more particularly set out in Schedule B;

(dd) "Mutual Condition" has the meaning assigned to it in Section 7.1 of this 
Agreement;

(ee) "Permitted Encumbrances" means:

(i) subsisting conditions, provisos, restrictions, exceptions and reservations, 
including royalties, contained in the original or any other Crown grant or 
disposition or implied by statute in respect of or affecting the Assets;
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(ii) the legal notations, charges and encumbrances registered against the 
Assets as of the Execution Date, save and except those legal notations, 
charges and encumbrances set out in Schedule C and save and except any 
leases or tenancies in respect of the Assets in existence as of the Closing 
Date; and

(iii) any other charges or encumbrances agreed to by the Purchaser;

(ff) "Permits" means permits, licences, registrations, consents, authorizations, 
approvals, privileges, waivers, exemptions, orders, certificates, rulings, 
agreements and other concessions from, of or with any government or 
Regulatory Authority required to carry on the Business as now being carried on, 
and to hold, operate and use the Assets as now being held, operated and used, 
by the Vendor, all of which are listed and described in Schedule D;

(gg) "Person" means an individual, partnership (limited or general), corporation, 
trust, unincorporated organization, government or any department or agency 
thereof, and the successors and assigns thereof or the heirs, executors, 
administrators or other legal representatives of an individual.

(hh) "Personal Property" means Leasehold Improvements, manufacturing 
equipment, office equipment and computer hardware, furniture, furnishings, 
accessories, vehicles, motors, tools, utensils, stores, supplies and parts of every 
nature and kind and other tangible personal property owned by the Vendor and 
used in the Business, including the items of personal property described in 
Schedule E, but excluding any Excluded Assets and any personal property which 
is the subject of a lease agreement;

(ii) "Prepaid Expenses" means all prepaid expenses of the Vendor attributable to 
the Business or the Assets including amounts paid for insurance if assumed by 
the Purchaser on Closing, licensing fees, telephone rentals, utilities and rentals 
which have a continuing benefit to the Purchaser after the Closing;

(jj) "PPSA" means Personal Assets Security Act, R.S.B.C. 1996, c. 359, as amended;

(kk) "Proposal Trustee" means Crowe MacKay and Company Ltd., in its capacity as 
proposal trustee under the BIA Proceedings and not in its personal or any other 
capacity.

(II) "Proposal Trustee's Solicitors" means Clark Wilson LLP of 900-885 West Georgia 
Street, Vancouver, British Columbia, V6C 3H1

(mm) "Purchase Price" means the sum set forth in Subsection 1.1(c) to be paid by the 
Purchaser to the Vendor in consideration of the purchase and sale of the Assets 
in accordance with this Agreement;
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(nn) "Purchaser's Solicitors" means ♦ of ♦;

(oo) "Qualified Bid" has the meaning given to it in the Sales Process;

(pp) "Qualified Bidder" has the meaning given to it in the Sales Process;

(qq) "Sales Process" means the sale solicitation and bidding procedures attached as 
Schedule A;

(rr) "Sales Process Order" means the order of the Court granted on September 2, 
2022 approving the implementation of the Sales Process;

(ss) "Sale Process" has the meaning given to it in the Sales Process;

(tt) "Shares" means all of the issued and outstanding shares of the Vendor;

(uu) "Successful Bid" has the meaning given to it in the Sales Process;

(vv) "Successful Bidder" has the meaning given to it in the Sales Process.

(ww) "Vendor' Solicitors" means Boughton Law Corporation of 700 - 595 Burrard 
Street, Vancouver, British Columbia, V7X 1S8; and

(xx) "Vesting Order" means an order (or separate orders) of the Court, substantially 
in the British Columbia model order form, approving the transactions 
contemplated herein and transferring and conveying registered and beneficial 
title and ownership to the Assets to the Purchaser free and clear of all 
encumbrances except for Permitted Encumbrances.

3.2 Interpretation

In this Agreement:

(a) words importing the singular number include the plural and vice versa and words 
importing the neutral gender include all genders;

(b) the division of this Agreement into Articles, Sections and Subsections and the 
insertion of headings are for convenience only and will not affect the 
construction or interpretation of this Agreement;

(c) references to any Article, Section, Subsection or Schedule will, unless the context 
otherwise requires, mean that Article, Section, Subsection or Schedule of this 
Agreement;

(d) the captions contained in this Agreement are for convenience of reference only 
and in no way define, limit or describe the scope or intent of this Agreement or 
in any way affect this Agreement; and
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(e) all payments to be made will be deemed to be payments in lawful currency of 
Canada.

ARTICLE 4- PURCHASE PRICE

4.1 Agreement of Purchase and Sale

Subject to the terms and conditions of this Agreement:

(a) the Vendor agrees to sell the Assets to the Purchaser in consideration of 
payment of the Purchase Price by the Purchaser to the Vendor on the dates 
stipulated herein; and

(b) the Purchaser agrees to purchase the Assets from the Vendor, subject only to 
the Permitted Encumbrances, and to pay the Purchase Price to the Vendor on 
the dates stipulated herein.

4.2 Payment of Purchase Price

The Purchaser will pay the Purchase Price, subject to the adjustments provided for in this 
Agreement, as follows:

(a) the Deposit of $50,000.00 will be paid by the Purchaser to the Vendor by way of 
certified cheque or bank draft, payable to the Proposal Trustee, within three 
Business Days of the Proposal Trustee contacting the Purchaser that it is the 
Winning Bid (as defined in the Sales Process); and

(b) waiver of the amounts due to Harvey and Colleen Sauer pursuant to the 
approved Debtor in Possession loan in the proposal proceedings in the amount 
of $200,000.00.

(c) the balance of the Purchase Price, being $400,000.00 in accordance with 
Article 9.

4.3 Deposit

The Deposit will be held by the Proposal Trustee and dealt with as follows:

(a) on the Closing Date, the Deposit will be credited on account of the Purchase 
Price; or

(b) if, following satisfaction of the Mutual Condition, the Purchaser fails to complete 
the purchase of the Assets in accordance with this Agreement or if the Purchaser 
repudiates this Agreement, then the Deposit will be forfeited to the Vendor as 
liquidated damages in full and final satisfaction of any claims, rights or remedies
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whatsoever of the Vendor or Proposal Trustee against the Purchaser whether at 
law or in equity; or

(c) if the Mutual Condition is satisfied on or before the date specified therein and if 
the Purchaser is not in default of any of its obligations under this Agreement and 
the Vendor fails to complete the sale of the Assets in accordance with this 
Agreement or if, following satisfaction of the Mutual Condition, the Vendor 
repudiates this Agreement, then the Deposit will be returned to the Purchaser 
upon demand by the Purchaser on or after the Closing Date; or

(d) in the event of termination of this Agreement pursuant to Section 7.1, then the 
Deposit will be forthwith returned to the Purchaser, this Agreement will be 
terminated and each of the parties will have no further obligations to, nor rights 
against, the other in respect of this Agreement except for any obligations of the 
Purchaser under Section 5.1.

ARTICLE 5- "AS IS, WHERE IS", INSPECTION AND INQUIRY

5.1 Acknowledgement by Purchaser

The Purchaser acknowledges and agrees that it has had the opportunity to conduct its own due 
diligence investigations in respect of the Assets and the Purchaser expressly acknowledges and 
agrees that it is acquiring the Assets on an "as is and where is" basis, without any 
representation or warranty by the Vendor with respect to the Assets, except as otherwise set 
forth in this Agreement. In this regard, the Purchaser is relying solely on its own due diligence 
investigations in entering into this Agreement. Without limiting the generality of the foregoing 
provisions of this Section 5.1, the Purchaser acknowledges and agrees that any and all 
information provided in any data room established in relation to the Sales Process may not be 
complete or accurate and is not being relied on in entering into this Agreement. The Purchaser 
will forthwith return to the Vendor all documentation obtained by the Purchaser from the 
Vendor (including, without limitation, the Vendor's agents or the Proposal Trustee) with respect 
to the Assets and all copies thereof, together with copies of all surveys, studies and reports and 
the results of all inspections and tests made by or on behalf of the Purchaser with respect to 
the Assets, if the sale of the Assets by the Vendor to the Purchaser pursuant to this Agreement 
is not completed. The Purchaser will cause its directors, officers, consultants and agents to 
keep in strict confidence all information with respect to the Assets and the documentation 
obtained by the Purchaser with respect to the Assets until the sale of the Assets by the Vendor 
to the Purchaser is completed, except to the extent the Purchaser needs to release such 
information and documentation to its partners, investors accountants, counsel, lenders, 
consultants and financial advisers in connection with the purchase of the Assets or the 
Purchaser is required to release such information or documentation in order to comply with 
applicable laws or a court order. In circumstances where information and documents have been 
released to the Purchaser's accountants, counsel, lenders, consultants and financial advisers, 
the provisions of Section 12.10 shall apply.
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5.2 Authorization

The Vendor will promptly, at the Purchaser's request, execute and deliver any authorizations 
reasonably required by the Purchaser to permit statutory or governmental authorities to 
release information to the Purchaser concerning the Assets and the existence of any liens 
against the Assets, provided that such authorizations will not permit or authorize, and the 
Purchaser agrees not to request or cause, any inspections of the Assets by any such authorities.

ARTICLE 6 - REPRESENTATIONS AND WARRANTIES

6.1 Vendor' Representations and Warranties

The Vendor hereby represents and warrants to the Purchaser as representations and 
warranties made as of the date hereof and as of the Closing Date, unless otherwise specified, 
with the intent that the Purchaser will rely on such representations and warranties in entering 
into this Agreement, that:

(a) there are no agreements, options, contracts or commitments to sell, transfer or 
otherwise dispose of the Assets or which would restrict the ability of the Vendor 
to transfer the Assets to the Purchaser; and

(b) the Vendor is not a non-resident of Canada for the purposes of the Income Tax 
Act (Canada).

6.2 Purchaser's Representation and Warranty

The Purchaser hereby represents and warrants to the Vendor as a representation and warranty 
made as of the date hereof and as of the Closing Date, with the intent that the Vendor will rely 
on such representation and warranty in entering into this Agreement:

(a) that the Purchaser has the financial ability to complete the purchase of the 
Assets and there is no action or proceeding pending before any court, arbitrator, 
arbitration panel, administrative tribunal or agency which, if decided adversely 
to the Purchaser might materially affect the Purchaser's ability to perform its 
obligations under this Agreement;

(b) the Purchaser is and will on the Closing Date be authorized and have the capacity 
to complete the purchase of the Assets as contemplated in this Agreement;

(c) neither the Purchaser entering into this Agreement, nor the performance of its 
terms will result in a breach of or constitute a default under any term or 
provision of any indenture, mortgage, deed of trust or other agreement to which 
the Purchaser is bound or subject;

(d) the Purchaser will be on Closing be a GST/HST registrant under the Excise Tax Act 
(Canada) and be the sole "recipient" of a supply as defined thereunder; and
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(e) the Purchaser is not a non-resident of Canada for the purposes of the Income 
Tax Act (Canada).

6.3 Survival of Representations and Warranties

All of the representations and warranties set out in Section 6.1 and Section 6.2 shall not merge 
on, but shall survive, Closing.

6.4 Vendor Covenants

The Vendor hereby covenants and agrees with the Purchaser as follows:

(a) to continue to maintain the Assets until the Closing Date as it is currently being 
maintained, subject to any order of the Court and the other provisions of this 
Agreement and provided however, and notwithstanding the foregoing or any 
other provision of this Agreement, the Vendor will have no obligation to make 
any capital repairs or replacements to the Assets whatsoever; and

(b) to maintain the existing insurance coverage in respect of the Assets in full force 
and effect up to and including the Closing Date.

6.5 Environmental Matters

The Purchaser hereby acknowledges and agrees that:

(a) the Vendor has not made any representation or warranty whatsoever as to the 
suitability of the Assets for the Purchaser's intended purposes, or the extent to 
which the Assets complies with applicable zoning, health or safety standards or 
applicable laws, including, without limitation, Environmental Laws;

(b) the Purchaser has had the opportunity to conduct an environmental review of 
the Assets;

(c) the Purchaser is acquiring the Assets on an "as is and where is" basis, without 
any representation or warranty by the Vendor with respect to the Assets' 
compliance with Environmental Laws or the Environmental Condition of or 
relating to the Assets, and based on the Purchaser's own investigations, and in 
connection therewith, the Purchaser acknowledges and agrees that the 
Purchaser is responsible to satisfy itself, and to rely on its own investigations to 
verify, the existence and extent of any Hazardous Materials in, on or migrating to 
or from the Assets and that the Environmental Condition of or relating to the 
Assets is otherwise satisfactory;

(d) the Purchaser hereby waives any requirement for the Vendor to provide the 
Purchaser with a site profile under the Environmental Management Act (British 
Columbia); and
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(e) the Purchaser accepts the Assets, effective on the completion of closing of the 
purchase of the Assets under this Agreement on the Closing Date, in its current 
Environmental Condition and releases the Vendor and the Proposal Trustee and 
their directors, officers and employees from and against any and all liabilities, 
obligations, duties, losses, damages, costs, expenses (including legal fees and 
expenses on a solicitor and own client basis), fees and disbursements of experts, 
consultants and contractors and costs and expenses of the Purchaser with 
respect to or related to or arising out of the Environmental Condition of the 
Assets as of the completion of closing of the purchase of the Assets under this 
Agreement on the Closing Date.

The parties acknowledge and agree that the provisions of this Section 6.5 constitute an 
agreement between them that is a private agreement respecting liability for Hazardous 
Materials on, in, at or under, or migrating to or from or released from the Assets, and any 
contamination of other property, water or sediments resulting from such Hazardous Materials, 
and the remediation thereof, as contemplated in Part 4 of the Environmental Management Act 
(British Columbia) as amended or replaced from time to time.

ARTICLE 7 - VESTING ORDER, 
TERMINATION, SALES PROCESS AND AUCTION PROCEDURES

7.1 Vesting Order Condition

The Purchaser's obligation to complete the purchase of the Assets, and the Vendor's 
corresponding obligation to complete the sale of the Assets, is subject to the issuance of the 
Vesting Order, and the approval by the Court of this Agreement without amendment on the 
terms and conditions herein, and all applicable appeal periods therefrom have lapsed (the 
"Mutual Condition"), all within 10 days of the Execution Date. The Purchaser and the Seller 
agree that if the application(s) for the foregoing relief is set for hearing within 10 days of the 
Execution Date then, whether or not that application is adjourned, the date for satisfaction of 
the Mutual Condition shall be extended to the date an order determining the application is 
made, and all applicable appeal periods therefrom have lapsed.

The Vendor covenants and agrees to use all reasonable commercial efforts to obtain the 
Vesting Order and the above noted approval of this Agreement to satisfy the Mutual Condition 
on or before the dates provided herein. The Mutual Condition is for the benefit of both the 
Purchaser and the Vendor and cannot be waived, in whole or in part, by either party. In the 
event that the Vesting Order is not issued and/or the Court does not approve this Agreement 
within the time herein limited to satisfy the Mutual Condition, the Deposit will be returned to 
the Purchaser, this Agreement will be terminated and each of the parties hereto will have no 
further obligations to, nor rights against, the other in respect of this Agreement, except for any 
obligations of the Purchaser under Section 5.1.
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7.2 Termination

This Agreement will automatically terminate if the Vendor enters into an Alternative 
Transaction.

In the event of termination of this Agreement pursuant to this Section 7.2, notice thereof will 
forthwith be given by the Vendor to the Purchaser and this Agreement will terminate, the 
Deposit will forthwith be returned to the Purchaser and the transactions contemplated hereby 
will be abandoned, without further action by any of the parties; provided, however, that this 
Section 7.2 and Section 5.1 will remain in full force and effect and survive any termination of 
this Agreement.

7.3 Sales Process and Auction Procedures

The Purchaser agrees to be bound by and accepts the terms and conditions of the Sales Process 
as authorized by the Sales Process Order. The Purchaser agrees and acknowledges that the Sale 
Process contained in the Sales Process may be supplemented by other customary procedures 
not inconsistent with the matters otherwise set forth therein and the terms of this Agreement.

Notwithstanding any other provision of this Agreement, the Vendor and the Purchaser 
acknowledge that this Agreement and the sale of the Assets are subject to the Vendor's right to 
seek one or more Qualified Bids from Qualified Bidders in accordance with the Sales Process. 
The Vendor and the Purchaser acknowledge that the Vendor, with the assistance of the 
Proposal Trustee, must take reasonable steps to demonstrate that they have sought to obtain 
the highest or otherwise best price for the Assets or the Shares, by entertaining higher and 
better Qualified Bids from Qualified Bidders, and that the Proposal Trustee may enter into 
negotiations with one or more Qualified Bidders regarding the terms of the bidder's proposed 
asset purchase agreement for the purpose of maximizing value for the Vendor's estate. The 
Vendor and the Purchaser acknowledge that the Proposal Trustee may, in its discretion, 
regardless of whether it has entered into negotiations with one or more Qualified Bids, hold the 
Auction and invite two or more Qualified Bids to participate in the Auction in accordance with 
the Sales Process.

The Vendor and the Purchaser agree that the provisions of this Agreement, including this 
Section 7.3, are reasonable, were a material inducement to the Vendor and the Purchaser to 
enter into this Agreement and are designed to achieve the highest and best price for the Assets 
or the Shares.

7.4 Agreement Subject to Sales Process

The terms of this Agreement will be subject to the terms and conditions of the Sales Process; 
provided, however, if there is any conflict between this Agreement and the Sales Process the 
terms of this Agreement will prevail.
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ARTICLE 8 - POSSESSION, ADJUSTMENT AND RISK

8.1 Possession

The Purchaser will be entitled to have possession of the Assets on the Closing Date, subject only 
to the Permitted Encumbrances.

8.2 Adjustments

All adjustments, both incoming and outgoing, normally the subject of adjustments in 
transactions of this type will be made as of the Closing Date and adjusted on the Vendor's and 
the Purchaser's statements of adjustment. Such adjustments will include but not be limited to 
all realty taxes, local improvement rates and charges, operating expenses, strata fees, rent and 
operating cost recoveries, security deposits and other items normally adjusted in similar 
transactions.

8.3 Readjustment

If the final cost or amount of any item which is to be adjusted cannot be determined at the 
Closing Date, then an initial adjustment for such item shall be made at the Closing Date, such 
amount to be estimated by the Vendor, acting reasonably, as of the Closing Date on the basis of 
the best evidence available as to what the final cost or amount of such item will be. In each 
case when such cost or amount is determined, the Vendor or the Purchaser, as the case may 
be, shall, within 30 days of the Closing Date, provide a complete statement thereof to the other 
party and within 30 days thereafter the parties hereto shall make a final adjustment as of the 
Closing Date for the item in question. The readjustments shall be calculated by the Purchaser in 
consultation with the Vendor and each party shall be responsible for its own costs in calculating 
and finalizing such readjustments. The Vendor and the Purchaser shall exchange undertakings 
on the Closing Date to readjust the adjustments in accordance with the foregoing. In the 
absence of agreement by the parties hereto, the final cost or amount of an item shall be 
determined by auditors appointed jointly by the Vendor and the Purchaser with the cost of 
such auditors' determination being shared equally between the parties.

8.4 Risk

The Assets will be and remain at the risk of the Vendor until 12:01 a.m. on the Closing Date, and 
thereafter at the risk of the Purchaser if the sale herein contemplated is duly completed.

ARTICLE 9-CLOSING PROCEDURES

9.1 Vendor's Documents

On or before the Closing Date, the Vendor will deliver to the Purchaser's Solicitors, properly 
executed and acknowledged, all documents reasonably required and prepared by the 
Purchaser's Solicitors in form and substance reasonably approved by the Vendor's Solicitors, in 
order to complete this transaction in accordance with its terms, including, without limitation:
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(a) a Closing Certificate;

(b) a certified copy of the Vesting Order;

(c) the Vendor's statement of adjustments approved by the Vendor;

(d) an assignment and assumption agreement in respect of the Contracts;

(e) an undertaking to readjust in respect of the adjustments and for any errors, 
omissions or changes in the statements of adjustments as contemplated in 
Section 8.3; and

(f) such other transfers, assignments and documents as the Purchaser's Solicitors 
and the Vendor's Solicitors may reasonably require in order to complete the 
transaction herein contemplated.

9.2 Purchaser's Documents

On or before the Closing Date the Purchaser will deliver to the Purchaser's Solicitors the 
following:

(a) the Purchaser's statement of adjustments approved by the Purchaser;

(b) one or more certified cheques or bank drafts payable to the Purchaser's 
Solicitors in trust (or bank wire to the Purchaser's Solicitors' trust account) for 
the balance of the adjusted Purchase Price;

(c) an assignment and assumption agreement in respect of the Contracts;

(d) an undertaking to readjust in respect of the adjustments and for any errors, 
omissions or changes in the statements of adjustments as contemplated in 
Section 8.3;

(e) the certificate from the officer of the Purchaser regarding GST as is 
contemplated by Section 10.3;

(f) the indemnity by the Purchaser of the Vendor in respect of GST as is 
contemplated by Section 10.3; and

(g) such other transfers, assignments and documents as the Purchaser's Solicitors 
and the Vendor's Solicitors may reasonably require to complete the transaction 
herein contemplated.

9.3 Terms of Tender

On the Closing Date, if all documents and funds have been delivered as herein provided, all 
documents will be held in trust by the Purchaser's Solicitors with the exception of the Vesting 
Order and any discharges of encumbrances not constituting Permitted Encumbrances that are
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not addressed under the terms of the Vesting Order, which documents will be tendered for 
registration in the Land Title Office by the Purchaser's Solicitors. Upon submission for 
registration of the Vesting Order and the other documents required to be submitted for 
registration and receipt by the Purchaser's Solicitors of a satisfactory post-index search 
confirming that title to the Assets will be issued in the name of the Purchaser free and clear of 
all charges and encumbrances except Permitted Encumbrances and those encumbrances being 
discharged on the basis of an undertaking acceptable to the Purchaser, the Purchaser's 
Solicitors will forthwith pay to the Vendor the Purchase Price, as adjusted herein, and the 
parties will exchange all closing documents referred to in Sections 9.1 and 9.2.

9.4 Concurrent Requirements

All of the matters of payment and delivery of documents by each party to the other will be 
deemed to be concurrent requirements so that nothing is complete until everything has been 
paid, delivered and registered.

ARTICLE 10 - COSTS AND TAXES

10.1 Responsibility for Transaction Costs

The Vendor will be responsible for the cost of discharging any liens, charges and encumbrances 
from the Assets which are not Permitted Encumbrances and for the cost of registering any 
instruments, the registration of which by the Vendor is required or permitted hereby (save and 
except the Vesting Order). The Purchaser will be responsible for the cost of registering the 
Vesting Order, including all relevant Assets transfer taxes and Land Title Office fees, necessary 
to convey the Assets to the Purchaser. Each party will pay its own legal fees with respect to the 
transactions contemplated in this Agreement.

10.2 Provincial Sales Tax

The Purchaser is responsible for all provincial sales tax ("PST") in respect of this purchase and 
sale transaction and all PST applicable to this transaction is in addition to, and not included in, 
the Purchase Price. The Purchaser will pay all applicable PST to the Vendor on the Closing Date. 
The Vendor covenants and agrees to remit all applicable PST directly to the B.C. Ministry of 
Finance in accordance with the Provincial Sales Tax Act (B.C.) (the "PSTA"). If the Purchaser 
believes that the sale of any of the Assets is not subject to PST, the Purchaser will, on or before 
the Closing Date, provide the Vendor such evidence as the Vendor may require to reasonably 
satisfy themselves that the sale of such Assets is not subject to PST, and such evidence may 
include: proof that the Purchaser is registered for the purpose of the PSTA; such prescribed 
forms as purchasers may be required to provide to vendors pursuant to the PSTA; and any 
sworn statement or declaration that the Vendor may reasonably request to ensure that a PST 
exemption is applicable.
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10.3 Goods and Services Tax

The Purchaser is responsible for any goods and services tax ("GST") in respect of this purchase 
and sale transaction and will be responsible to account for GST in respect of this purchase and 
sale transaction in accordance with the Excise Tax Act (Canada). The Purchaser covenants that 
it will pay, on the Closing Date, to the Vendor all GST applicable to the Assets. The Purchaser 
covenants that it will account directly to Canada Revenue Agency with respect to any GST 
payable by the Purchaser in connection with the purchase of the Assets and will provide to the 
Vendor sufficient evidence that it is registered for the purpose of the GST on the Closing Date 
by providing a signed certificate from an officer of the Purchaser in the customary form and in 
such circumstances the Purchaser will indemnify and hold harmless the Vendor and each of 
them from any liability under the Excise Tax Act (Canada) arising from either the non
application of subsection 221(2) of the Excise Tax Act (Canada) or the failure of the Purchaser to 
properly account for and remit the GST payable in connection with this transaction together 
with all loss, costs and expense incurred by the Vendor resulting from such failure. In the event 
the Purchaser fails to provide such signed certificate, the Purchaser will pay to the Vendor the 
GST applicable to the purchase of the Assets on the Closing Date and the Vendor shall remit 
such GST for payment in accordance with the Excise Tax Act (Canada). The obligations of the 
Vendor and the Purchaser under this Section 10.3 shall survive the Closing.

ARTICLE 11 - NOTICES AND TENDER

11.1 Delivery of Notices

Any demand, notice, approval, consent or other communication to be given under the 
provisions of this Agreement by any party will be validly given if delivered personally or sent by 
email addressed to the respective parties as follows:

(a) to the Purchaser at the following address:

366 Cypress Drive, Coldstream BC

with a copy to the Purchaser's Solicitors at:

Kathy Ducey - kducey@cfmrlaw.com

(b) to the Vendor at the following address:

Drake Towing (2018) Ltd.
1533 Powell St.
Vancouver, BC V5L 5C3

Attention: Colleen Sauer / Harvey Sauer
Email: accounts@draketowing.com / hsauer@alquipdiesel.com
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with a copy to the Vendor's Solicitors at:

Boughton Law Corporation

700 - 595 Burrard Street
Vancouver, BC V7X 1S8

Attention: Martin Sennott
Email: msennott@boughtonlaw.com

and a copy to the Proposal Trustee at:

Crowe MacKay & Company Ltd.
1100 - 1177 West Hastings Street
Vancouver, BC V6E 4T5

Attention: Derek Lai / Nelson Allan
Email: Derek.Lai@crowemackay.ca / Nelson.Allan@crowemackay.ca

and a copy to the Proposal Trustee’s Solicitors at:

Clark Wilson LLP
900-885 West Georgia St.
Vancouver, BC V6C 3H1

Attention: Katie G. Mak / Nick Carlson
Email: KMak@cwilson.com / NCarlson@cwilson.com

11.2 Deemed Date of Receipt

The date of receipt of any such notice or communication will be deemed to be the date of 
delivery or transmittal by email if delivered by 5:00 p.m. (Vancouver time) on a Business Day, 
and if otherwise delivered or transmitted by email, on the next Business Day following the date 
of such delivery or transmittal.

11.3 Change of Address

Either party may at any time give notice in writing to the other of any change of address of the 
party giving such notice to be given in the manner aforesaid, and from and after giving such 
notice, the address therein specified will be deemed to be the address of such party for the 
giving of such notice.

11.4 Tender

Tender of any money to be paid hereunder may be made by certified cheque (including a 
certified solicitor's trust cheque), bank draft or wire transfer payable to the party to whom
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tender is made, and drawn on a Canadian chartered bank or trust company, and tender may be 
made on an officer or director of the party or a solicitor known to the tendering party to be 
acting for the other in this matter.

ARTICLE 12 - MISCELLANEOUS

12.1 Assignment

The Purchaser will have the right to assign its rights under this Agreement to any entity which 
remains, at all times up to and including the Closing Date, an Affiliate without the consent of 
the Vendor, provided that:

(a) the Purchaser will deliver written notice to the Vendor of any such assignment at 
least 5 Business Days prior to the Vendor's application for the Vesting Order;

(b) the Purchaser will remain fully liable to the Vendor for the performance by any 
such Affiliate of the obligations of the Purchaser under the Agreement and will 
not be released from the performance hereof; and

(c) the Affiliate enters into an agreement with the Vendor assuming the rights and 
obligations of the Purchaser under this Agreement.

Otherwise, the Purchaser may only assign this Agreement with the prior written consent of the 
Vendor, which consent may be withheld in the Vendor's sole and absolute discretion.

12.2 Further Assurances

The Vendor and the Purchaser will each deliver to or cause to be delivered to the other all such 
further documents and assurances as may be reasonably required to give full effect to the 
intent and meaning of this Agreement and registration of all the requisite documents in all 
appropriate offices of public record.

12.3 Entire Agreement

This Agreement contains the whole of the agreement between the parties and there are no 
agreements, representations or warranties save as herein set out or incorporated by reference.

12.4 Time of the Essence

Time will be of the essence of this Agreement.

12.5 Business Days

If the time limited for the performance or completion of any matter under this Agreement 
expires or falls on a day that is not a Business Day, the time so limited will extend to the next 
following Business Day.
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12.6 Counterparts

This Agreement may be executed in one or more counterparts, each of which is deemed to be 
an original, and all of which constitute one Agreement. This Agreement will be considered 
executed and delivered when either:

(a) an originally executed copy has been delivered to each party; or

(b) a facsimile or electronic copy of this Agreement, evidencing the signatures of 
both of the parties, has been transmitted by facsimile or e-mail to each party.

12.7 Execution by Facsimile or E-Mail

If execution and delivery of this Agreement has been completed in whole or in part by facsimile 
or by e-mail (by delivery of PDF copies of this Agreement), then the parties will ensure that 
originally executed copies of the Agreement are delivered to each party as soon as reasonably 
practicable.

12.8 Governing Law

This Agreement will be governed by and construed in accordance with the laws of the Province 
of British Columbia and the federal laws of Canada having application in the Province of British 
Columbia.

12.9 Enurement

This Agreement will enure to the benefit of and be binding upon the parties hereto and their 
respective successors and permitted assigns.

12.10 Confidentiality

The Purchaser expressly agrees to keep the terms of this Agreement and the transaction 
contemplated hereby strictly confidential, except that the foregoing information may be 
disclosed by either the Purchaser to:

(a) its directors, officers, employees, agents or advisors, including, accountants, 
counsel, lenders, consultants and financial advisors; and

(b) such other persons as the Vendor may approve in writing,

and such individuals will be made aware of the provisions of this Section 12.10 and will agree to 
be bound hereby. The provisions of this Section 12.10 will terminate as to a particular portion 
of such confidential information in the circumstances where such confidential information:

(c) is or becomes generally available to the public (other than as a result of 
disclosure directly or indirectly by the Purchaser);
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(d) is or becomes available to the Purchaser on a non-confidential basis from a source 
other than the Vendor provided such source does not owe a duty of confidentiality 
to the Vendor or to any other person; or

(e) is or was independently acquired or developed by the Purchaser without use of 
any information disclosed by the Vendor.

ARTICLE 13-ACCEPTANCE

The offer by the Purchaser to the Vendor in this Agreement (the "Offer") is open for acceptance 
by the Vendor by delivery of a fully executed copy of this Agreement in accordance with Article 11 
hereinno later than 5:00 p.m. (PST) within 10 Business Days following the delivery by e-mail of 
the Offer, executed by the Purchaser, to the Vendor, failing which the Offer will be null and void.

IN WITNESS WHEREOF the Purchaser has executed this Offer this 26 day of September, 2022.

COLLEEN AND HARVEY SA0ERAND HARVEY

AuthorizecKSgnatory

Autfrorized Signatory
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VENDORS* ACCEPTANCE OF OFFER

For and in consideration of the covenants and agreements of the Purchaser contained in the 
within Offer, the Vendor hereby irrevocably accepts the Offer and agrees to perform its 
obligations thereunder this 26 day of September, 2022.

DRAKE TOWING (2018) LTD.

Per:
[Colleen S^uer/ftervey Sauer]
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SALES AND INVESTMENT SOLICITATION PROCESS

Pursuant to a Notice of Intention to File a Proposal, Crowe MacKay & Company Ltd. was appointed as 
trustee under the proposal (in such capacity, the "Proposal Trustee”) of the assets, undertaking and 
property of Drake Towing (2018) Ltd. (the “Company”) pursuant to the Bankruptcy and Insolvency Act, 
R.S.C. 1985, c. B-3, as amended (the “BIA”).

On September 2, 2022, the Supreme Court of British Columbia (the "Court”) issued an Order (the “SISP 
Order”) which, inter alia, approved this sales and investment solicitation process (the “SISP”) for the 
purchase, sale, investment or restructuring of the business and/or the properties, assets and undertakings 
of the Company (the “Assets”). This SISP describes the manner in which parties may gain access to or 
continue to have access to due diligence materials concerning the Company and the Assets, how bids 
involving the Company or the Assets will be submitted to and dealt with and how the Court approval will 
be sought in respect of a transaction involving the Assets or the Company.

All references to currency in the SISP are references to Canadian Dollars. In the SISP, "Business Day” 
means any day other than a Saturday, Sunday or statutory holiday in the Province of British Columbia.

1. “As Is, Where Is” Basis

a. Any transaction involving the Assets or the Company will be subject only to such 
representations, warranties, covenants, or indemnities as are expressly included in the 
Final Purchase Agreement (as defined herein), but will otherwise be on an “as is, where 
is” basis, without representations or warranties of any kind by the Company or any of their 
respective agents or estates.

2- Publication of Notice and Solicitation of Interest

a. On or before that day (the “Publication Date”) which is three (3) days after the granting of 
SISP Order, the Proposal Trustee will cause notices of the SISP to be published in the 
Vancouver Sun and to be delivered to such other parties as the Proposal Trustee may 
reasonably believe are or would be interested in participating in the SISP.

b. The Proposal Trustee may contact any persons to solicit non-binding indications of interest 
in the Assets or the Company.

c. As soon as reasonably practicable after the granting of the SISP Order, the Proposal 
Trustee, in consultation with the Company, will prepare a list of potential bidders (the 
“Known Potential Bidders”) who may have interest in a transaction involving the Assets 
or the Company. Such list will include parties who, in the Proposal Trustee’s reasonable 
judgment, may be interested in acquiring an interest in the Assets whether pursuant to an 
asset purchase transaction (an “Asset Bid”) or some other restructuring, recapitalization 
or other form of reorganization of the business, property or affairs of the Company, 
including but not limited to the debt, share, or capital structure of the Company (a 
“Restructuring Bid").

d. The Proposal Trustee may prepare an initial marketing or offering summary (a “Teaser 
Letter”) notifying Known Potential Bidders of the SISP and inviting the Known Potential 
Bidders to express their interest in making an Asset Bid or a Restructuring Bid.
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e. The Proposal Trustee may distribute to the Known Potential Bidders and any other 
interested persons any Teaser Letter, or other marketing material, as well as a form of 
confidentiality agreement (the “Confidentiality Agreement”).

f. Any person who (a) executes a Confidentiality Agreement, in form and substance 
satisfactory to the Proposal Trustee, and (b) in the opinion of the Proposal Trustee, has 
the financial capabilities and technical expertise to make an Asset Bid or Restructuring Bid, 
shall be deemed to be a potential bidder (each such person so deemed, a "Potential 
Bidder”).

3. SISP and Timelines

g. All offers must be submitted in accordance with the terms of the SISP and in compliance 
with the deadlines set out in the SISP which will be strictly enforced other than as provided 
in the SISP.

h. As described in greater detail below the SISP will consist of the following deadlines:

PHASES TIME PERIOD TARGET DATE

Publication Date
Three (3) days following 
the granting of the SISP 
Order

September 5, 2022

Notification to Known 
Potential Bidders

Three (3) days following 
the granting of the SISP 
Order

September 5, 2022

Bid Deadline
Twenty-one (21) days 
following the Publication 
Date

September 26, 2022

Final Purchase Agreement 
Deadline

Ten (10) days following 
the Bid Deadline October 6, 2022

Court Hearing

Within ten (10) Days 
following the Final 
Purchase Agreement 
Deadline

October 14, 2022

Outside Closing Date Fourteen (14) dates after 
Court Hearing October 28, 2022

i. All deadlines contained herein expire at 5:00 p.m. (Pacific Time) on the date of the due date. Any 
deliverables contained in a deadline must be delivered to the Company and the Proposal Trustee 
in accordance with the delivery provisions below by no later than 5:00 p.m. (Pacific Time) on each 
deadline to be compliant with the SISP.

j. Notwithstanding the foregoing, the Proposal Trustee, in consultation with the Company, may extend 
any one or more of the dates and deadlines referenced herein to a later date if, in their reasonable 
business judgment, they determine it is appropriate to do so.
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4. Due Diligence

a. The Proposal Trustee may prepare such marketing or other materials as the Proposal 
Trustee deems appropriate describing the opportunity to make an Asset Bid or a 
Restructuring Bid for distribution to Potential Bidders in accordance with the SISP.

b. The Proposal Trustee shall provide Potential Bidders with information, including access to 
an electronic data room about the Assets and the Company’s business. Additional 
information and due diligence opportunities (including, without limitation, on-site 
inspections) may be made available to Potential Bidders upon request and if the Proposal 
Trustee and the Company determine it to be appropriate for Potential Bidders to evaluate 
a transaction involving an Asset Bid or a Restructuring Bid.

c. The Proposal Trustee, the Company and any of their agents, estates, advisors and 
professionals are not responsible for, and will have no liability with respect to, any 
information provided to or obtained by any Potential Bidder in connection with the Company 
or the Assets.

5. Bid Process

a. Any Potential Bidder may submit an executed Asset Bid or a Restructuring Bid (each, a 
“Bid”) to the Proposal Trustee on or before 5:00pm (Pacific Time) on September 26, 2022 
(the “Bid Deadline”). The Proposal Trustee will provide to each of the Potential Bidders a 
template Asset Bid or Restructuring Bid (the “Purchase Agreement”).

b. A Bid shall be a “Qualified Bid” in the event that:

i. it is actually received by the Proposal Trustee by no later than 5:00pm (Pacific Time) on 
the Bid Deadline, subject to any extension as contemplated herein;

ii. it includes an executed offer (the “Offer”) by the Potential Bidder on substantially the same 
terms and conditions as set forth in the Purchase Agreement;

ill. it includes:

A. a copy of the Purchase Agreement marked to show the differences 
between it and the executed Offer;

B. a deposit equal to 10% of the cash consideration to be paid pursuant to 
the Bid (the “Deposit"), which shall be paid by certified cheque or by wire transfer 
within three Business Days of the Proposal Trustee contacting the Potential Bidder 
that it is the Winning Bid (as defined herein);

C. evidence of the Potential Bidder’s financial ability to complete the 
transaction described in the Bid as may be acceptable to the Proposal Trustee in 
its reasonable business judgment (notwithstanding the foregoing, this requirement 
of written evidence may be waived by the Proposal Trustee in its reasonable 
business judgment); and

D. evidence in form and substance satisfactory to the Proposal Trustee that 
the Bid and the Purchase Agreement have received all necessary authorization 
and approval from the Potential Bidder’s board of directors or any other parties to 
comply with the Potential Bidder’s corporate governance procedures
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(notwithstanding the foregoing, this requirement may be waived by the Proposal 
Trustee in its reasonable business judgment);

iv. it is irrevocable until the earlier of (i) the approval by the Court, and (ii) thirty (30) days 
following the days following the Bid Deadline; provided, however, that if such Bid is 
selected as the Winning Bid, it shall remain irrevocable until the closing of the Winning Bid, 
as the case may be;

v. it is not conditioned on the outcome of any unperformed due diligence and includes an 
acknowledgement and representation that the Potential Bidder has had an opportunity to 
conduct any and all required due diligence prior to making its Bid, that it has relied solely 
on its own independent review, investigation and/or inspection of any documents and/or 
the Assets and the Company in making the Bid, and that it did not rely on any written or 
oral statements, representations, promises, warranties, conditions or guaranties 
whatsoever, whether express, implied, by operation of law or otherwise, regarding the 
Assets and the Company or the accuracy or completeness of any information provided in 
connection therewith;

vi. it is not conditioned on any break-up fee, termination fee, expense reimbursement or other 
Bid protection provision;

vii. it fully discloses the identity of each entity that will sponsor or participate in the Bid and the 
complete terms of any such sponsorship or participation, including all of the Potential 
Bidder’s principal advisors, subject, however, to the Potential Bidder’s right to assign the 
Purchase Agreement (further and notwithstanding the foregoing, this requirement may be 
waived by the Proposal Trustee in its reasonable business judgment);

viii. it provides for closing of the proposed transaction by no later than fourteen (14) days after 
the Approval Order (as defined herein) is granted by the Court (the “Outside Closing 
Date’’);

ix. it contains any other information that may be reasonably requested by the Proposal Trustee 
in advance of that day which is no later than the Bid Deadline, subject to any extension as 
contemplated herein.

6. Selection of Winning Bid

a. In reviewing the Qualified Bids and before determining the Winning Bid (as defined herein), 
the Company and the Proposal Trustee shall retain full discretion and authority to discuss 
the bids received, and their terms, with the applicable Potential Bidder.

b. The Company shall, in consultation with the Proposal Trustee, exercise its judgment and 
have the discretion to negotiate the terms of the Qualified Bids with the Potential Bidders 
and select the best Qualified Bid (the “Winning Bid”). The person(s) who made the 
Winning Bid shall be the “Winning Bidder".

c. In negotiating, selecting and concluding a Winning Bid, the Company may consider such 
criteria as it deems appropriate, including but not limited to items such as:

i. the purchase price;

ii. the counterparties to the transaction;
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iii. the terms of the proposed Purchase Agreement and other transaction documents;

iv. other factors affecting the speed, certainty and value of the transaction, including 
conditions required to close the transaction; and

d. the likelihood and timing of consummating the transaction.

e. The Proposal Trustee shall notify the Winning Bidder, if any, and any other bidders of their 
respective status as soon as reasonably practicable in the circumstances.

f. The Company may, in consultation with the Proposal Trustee, negotiate the terms of and 
enter into the Offer with the Winning Bidder (the “Final Purchase Agreement”). Any Final 
Purchase Agreement entered into with the Winning Bidder shall be executed on or before 
ten (10) days following the Bid Deadline October 6, 2022 (the “Final Agreement 
Deadline”).

g. The Company has the right not to accept any Qualified Bid.

7. Termination of the SISP

h. In the event that:

i. there are no Qualified Bids, as determined by the Proposal Trustee in accordance 
with the SISP, within two (2) days after the Bid Deadline, or no Qualified Bids are 
deemed commercially reasonable by the Proposal Trustee; or

ii. there is no Winning Bid, as determined by the Proposal Trustee in accordance with 
the SISP, within five (5) business days after the Bid Deadline; or

iii. a Final Purchase Agreement is not executed by the Final Agreement Deadline; or

iv. a transaction contemplated by the Final Purchase Agreement does not close by 
the Outside Closing Date,

then the SISP shall terminate.

8. Approval Hearing

a. In the event that the Company enters into a Final Purchase Agreement with respect of a 
Winning Bid, or any other bid, the Company shall apply for an order (the “Approval Order") 
from the Court approving the transaction contemplated by that bid and any necessary or 
appropriately related relief required to consummate the transaction contemplated by that 
bid (the “Court Hearing”).

9. Return of Deposits

a. The Deposit provided in connection with the Winning Bid will be retained by the Proposal 
Trustee until a transaction is completed pursuant to the Winning Bid.

b. Notwithstanding anything contained in the SISP, the Company may in their sole discretion 
declare that any one or more Potential Bidder or Qualified Bidder is not entitled to 
participate any further in the SISP and in such case the applicable Deposit will be returned 
by the Proposal Trustee.
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10. Notice

a. All documents and correspondence to be delivered to a party in connection with the SISP 
shall be delivered by courier, fax or email to the Company and the Proposal Trustee as 
follows:

(i) to the Company:

by email to the following addresses:

accounts@dra ketowi n g. co m
hsauer@alquipdiesel.com

in writing to the following address:

1553 Powell Street
Vancouver, BC V5L 5C3

Attn: Colleen Sauer and Harvey Sauer

with a copy to the Company’s counsel:

by email to the following address:

msennott@boughtonlaw.com

in writing to the following address:

700 - 595 Burrard Street
Vancouver, BC V7X 1S8

Attn: Martin Sennott

(ii) to the Proposal Trustee:

by email to the following addresses:

Derek. Lai@crowemackay.ca
Nelson. Allan@crowemackay.ca

in writing to the following address:

Crowe MacKay & Company Ltd.
1100- 1177 West Hastings Street
Vancouver BC V6E 4T5

Attention: Derek Lai and Nelson Allan

with a copy to the Proposal Trustee's legal counsel:

by email to the following address:

KMak@cwilson.com

in writing to the following address:
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Clark Wilson LLP
900 - 885 West Georgia Street
Vancouver BC V6C3H1

Attention: Katie Mak

11. Modifications

a. The Company, in consultation with the Proposal Trustee, may:

i. determine, in their reasonable business judgment, which Qualified Bid, if any, is 
the highest or otherwise best offer,

ii. reject, at any time any Bid that is

A. inadequate or insufficient;

B. not in conformity with the requirements of the SISP; or

C. contrary to the best interests of the Company.

b. The Company, in consultation with the Proposal Trustee, may make any changes, 
modifications, substitutions, or extensions to any term, provisions or conditions in the SISP, 
including extending any timelines or waving any conditions, that the Company determine, 
in their reasonable business judgment, are appropriate.

c. The Company, in consultation with the Proposal Trustee, may terminate the SISP at any 
time if the Company determine it is appropriate to do so, in their reasonable business 
judgment.

12. Other

a. In the event that the Company and any party disagree as to the interpretation or application 
of the SISP, the Court will have jurisdiction to hear and resolve such dispute.

b. At any time during the SISP, the Company or the Proposal Trustee may apply to the Court 
for advice and directions with respect to the discharge of their power and duties hereunder.

c. This SISP does not and will not be interpreted to create any contractual or other legal 
relationship between the Proposal Trustee or the Company and any other participant in the 
SISP, except as specifically set forth in a definitive agreement that may be signed with the 
Company.

d. Without limiting the provisions of the first paragraph of this section entitled “Other”, in the 
event any Potential Bidder or Qualified Bidder objects or takes issue with any act or 
decision of the Company or the Proposal Trustee under or pursuant to the SISP taken at 
a time when such person was either a Potential Bidder or a Qualified Bidder then:

i. such person may deliver to the Proposal Trustee and the Company, within three 
Business Days following such act or decision, a written notice detailing the 
objection or issue (the “Objection Notice”); and

ii. the Proposal Trustee shall then promptly apply to the Court for directions in respect 
of:
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A. whether such person has the standing to have given the Objection Notice; 
and

B. the merits of the objection set out in the Objection Notice

and the Court may grant such directions or relief, if any, that it determines to be 
appropriate in the circumstances.

For further certainty, in the event such an application occurs, the time limits and deadlines 
set out in these Bidding Procedures shall be extended as may be ordered by this Court 
upon request of the Company or the Proposal Trustee.
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SCHEDULE B

LEASES

See Attached

LEASED PREMISES

Parcel Identifier: 015-293-467
Lot 5, Except the South 7 Feet Now Road, Block 2 of Block C District Lot 183 Plan 417

Parcel Identifier: 015-293-475
Lot 6, Except the South 7 Feet Now Road, Block 2 of Block C District Lot 183Plan 417

Parcel Identifier: 015-293-483
Lot 7, Except the South 7 Feet Now Road, Block 2 of Block C District Lot 183 Plan 417

Parcel Identifier: 015-293-491
Lot 8, Except the South 7 Feet Now Road, Block 2 of Block C District Lot 183 Plan 417

Parcel Identifier: 015-293-505
Lot 9, Except the South 7 Feet Now Road, Block 2 of Block C District Lot 183 Plan 417
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SCHEDULE C

LEGAL NOTATIONS, CHARGES AND ENCUMBRANCES TO BE DISCHARGED

See attached
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Schedule C - Claims to be deleted/expunged from Personal Property Registry

Registrations in the British Columbia Personal Property Registry under Base Registration 
Numbers:

(a) 403140J, in favour of Gold Key Sales And Lease Ltd. as the secured party, against a 
motor vehicle with general collateral description “CENTURY 411 WRECKER SN# 
4115028D16 GOLD KEY SALES AND LEASE LTD. (LESSOR) JOSEPH CECIL MILLEY 
(LESSEE)” and serialA/IN/DOT number 1GD31WC8XGF215368

(b) 839940K, in favour of Bank of Montreal as the secured party, against all of the present 
and after-acquired personal property of the debtor and certain motor vehicles with the 
following serialA/IN/DOT numbers:

(i) 1GD313CL2BF140189;

(ii) 1GDJC34D27E185669;

(iii) 1GDJC74659E137448;

(iv) 1GD312C83FF116088;

(v) 1GB3CZC87FF609588;

(vi) 1GB3CZC83FF189862;

(vii) 1GB6C0B62AF110182;

(viii) 1GB6C0B62AF110182;

(ix) 1GB6C0B62AF110182;

(x) 1GD31WC80GF146190;

(xi) 1GB3CZC84FF635260;

(xii) 1GD31WCY9HF244930;

(xiii) 1GD31WCY4HF130978;

(xiv) 1GB3CZC86FF547844;

(xv) 3D6WC7EL0AG117386;

(xvi) 1GD312C84DF208176;

(xvii) 2AYND8JP993S11071;

(xviii) 2FZACGCT07AZ12753;

(xix) 1FVACXDU9FHGK3989;
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(xx) 2XKMAN8X98M937123;

(xxi) 16VGX5127D2656038;

(xxii) 5NHUAMK318T607416;

(xxiii) 5NHUTWV27ET622569;

(xxiv) 2AYNE8JPXG3S13616;

(xxv) 2AYNE8JT4F3S21299;

(xxvi) 16VGX512472670936; and

(xxvii) 1HTJSSKKXDH234651;

(c) 839951K, in favour of the Bank of Montreal as secured party, against all present and future 
accounts and debts due from and claims against Drake Towing (2018) Ltd. to and by the 
debtors;

(d) 855886K, in favour of Drake Towing Ltd. as secured party, against general collateral 
described as “RECEIVED AS SECURITY FOR OR ON ACCOUNT OF THE DEBTS, AND 
ALSO ALL JUDGMENTS AND ALL MORTGAGES OR OTHER SECURITIES FOR 
PAYMENT OF THE SAME OR ANY OF THEM, AND ALSO ALL OTHER RIGHTS AND 
BENEFITS WHICH ARE NOW OR MAY HEREAFTER BECOME VESTED IN THE 
DEBTOR IN RESPECT OF THE DEBTS AND ALL PROCEEDS INCLUDING WITHOUT 
LIMITATION, ALL GOODS, SECURITIES, INSTRUMENTS, DOCUMENTS OF TITLE, 
CHATTEL PAPER, INTANGIBLES AND MONEY (ALL AS DEFINED IN THE PERSONAL 
PROPERTY ,(1) ALL PRESENT AND AFTER ACQUIRED PERSONAL PROPERTY OF 
THE DEBTOR, WITH EXCEPTION TO ANY LEASE OR AGREEMENT OUT OF ANY 
CHARGE OR SECURITY INTEREST CREATED BY THE GENERAL SECURITY 
AGREEMENT MADE AS OF THE 22ND DAY OF JUNE, 2018 BETWEEN THE DEBTOR 
AND THE SECURED PARTY, AND ANY LEASEHOLD INTEREST AND CONSUMER 
GOODS OF THE DEBTOR. (2) ALL DEBTS, CLAIMS, DAMAGES, MONEYS AND 
CHOSES IN ACTION, (INCLUDING WITHOUT LIMITING THE GENERALITY OF THE 
FOREGOING ALL BOOK .SECURITY ACT, ANY REGULATIONS THEREUNDER AND 
ANY AMENDMENTS THERETO). .DEBTS) NOW DUE OR ACCRUING OR GROWING 
DUE, OR WHICH MAY BECOME VESTED IN THE DEBTOR ALONE OR THE DEBTOR 
JOINTLY WITH OTHERS, WHETHER IN CONNECTION WITH THE BUSINESS NOW 
CARRIED ON BY THE DEBTOR, OR ANY FUTURE BUSINESS OR OTHERWISE, OR 
ANY POLICY OR CONTRACT OR INSURANCE AGAINST LOSS BY WHATEVER 
CAUSE TO THE REAL OR PERSONAL PROPERTY OF THE DEBTOR 
(COLLECTIVELY THE \DEBTS\), AND ALSO BOOKS OF ACCOUNT, AND 
DOCUMENTS IN ANY WAY EVIDENCING OR RELATING TO, OR WHICH MAY BE”;

(e) 088908L, in favour of Bank of Montreal as secured party, against a motor vehicle with 
serial/VIN/DOT number 1FVACXFD5JHJR3980, and any after-acquired property in 
replacement or substitution of such equipment, and all proceeds thereof and accessions 
thereto; and
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(f) 606299N, in favour of Receivables Management Office - Alana Lowery, against all of the 
debtor’s present and after acquired personal property.



SCHEDULE D

PERMITS

See attached
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SCHEDULE E

PERSONAL PROPERTY

See attached
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APPENDIX D



In the Matter of the Notice of Intention to Make a Proposal of Drake Towing (2018) Ltd. (the "Company")
Analysis of Estimated Recoveries under a Proposal and Bankruptcy Scenario
Prepared as at October 14, 2022

Ref.

Estimated Gross Realizations from Assets [1]
 Net Book Value as at

October 9, 2022  Bankruptcy  Proposed Sale

Cash [2] (101,177.00) NIL -

Trade Accounts Receivable [3] 156,759.08 104,506.05 -

Intercompany Receivables [4]
Alquip Diesel 48,763.59 24,381.80 -
ZEL Holdings 94,556.75 NIL -

143,320.34 24,381.80 -

Prepaids [5] 85,180.00 NIL NIL

Fixed Assets [6]                        299,098.87 730,750.00 -

Goodwill [7] 1,141,371.12 NIL NIL

Proposed Sale - Cash Component [8] - NIL 450,000.00

Total Gross Realizations from Assets 1,724,552.41 859,637.85 450,000.00



Estimated Costs of Realization

Costs on Realization of Fixed Assets [9] 149,594.00 -

Trustee Fees [10] 50,000.00
Legal Fees [10] 25,000.00

- 75,000.00 -

Total Costs of Realization - 224,594.00 -

Net Proceeds 1,724,552.41 635,043.85 450,000.00

Allocation of Net Proceeds

Administrative Charge [11] Unknown Unknown
DIP Charge [12] 250,000.00 250,000.00 -

CRA Source Deductions [13] 600,880.82 385,043.85 450,000.00
Wage Earners Protection Program [14] - -

AllPAAP Charge Holders [15]
Bank of Montreal 226,933.93 - -
Drake Towing Ltd. 190,000.00 - -
Ministry of Finance 54,524.20 - -

Balance of Funds Remaining for Distribution/(Shortfall) - -

Total Unsecured Claims [16] 2,111,991 2,111,991.28 2,111,991.28

Distribution as a % of unsecured claims 0.0% 0.0%



NOTES:
[1]

[2]
[3]

[4]

[5]

[6]

[7]
[8]

[9]

Bankruptcy
Net Minimum Guarantee                        730,750.00

Costs:
Premises Rent and Security                          29,594.00 Based on historical costs

Staffing                          25,000.00 Estimate
Refurbishment Program                          30,000.00 Estimate

Communication Systems                            2,000.00 Based on historical costs
Insurance                          20,000.00 Based on historical costs

Relocation and Transport Costs                          15,000.00 Based on historical costs
Trustee Fees and Costs relating to Maynards' Proposal                          20,000.00 Estimate

Additional Insurance required by the Trustee                            8,000.00 Estimate
Total Costs                        149,594.00

[10]

[11]

[12]

The Proposal Trustee, the Proposal Trustee's legal counsel, and the Company's legal counsel hold an administration charge in the amount of $100,000. The amount of
the administration charge is presently unknown.
In the event of a bankruptcy, there is a DIP charge in the amount of $200,000. The DIP charge ranks subordinate to the administrative charge. The proposed sale includes
a credit bid in the amount of the DIP charge.

The net book values are based on management prepared financial statements. These financial statements and their contents have note been audited or reviewed. The
assumptions relied upon by the Proposal Trustee in preparing the Estimated Realization Schedule were informed by (a) information provided by the Company, and (b)
discussions with Management.
The Company is currently operating using a line of credit. The Company accordingly does not anticipate to have any cash in the event of a bankruptcy.
It is assumed that in the event of a bankruptcy that 66.67% of trade accounts receivables will be collected. The proposed sale contemplates the purchase of the Company's
trade receivables.
Management advised that in the event of a bankruptcy, the Company will likely not be able to collect any funds from ZEL Holdings, given their inability to pay. It has been
estimated that 50% of the balance owing from Alquip Diesel will be recovered in the event of a bankruptcy. The proposed sale contemplated the purchase of the Company's
intercompany receivables.
It is not expected that the prepaid expenses will be recovered in the event of a bankruptcy. The proposed sale contemplates the purchase of the Company's prepaid
expenses.
The gross realization of the fixed assets is based high/low scenario analysis on the bid received from Maynards, wherein a net minimum guarantee of $705,000 was
provided. The Maynards' proposal also provided that certain costs were borne by the Company or the Proposal Trustee. These costs are calculated below in note 9. The
proposed sale contemplates the purchase of all of the Company's fixed assets.
The goodwill is not estimated to produce any benefit to the estate in the event of a bankruptcy.
The proposed sale contemplates a purchase price of $450,000 in addition to a credit bid for the DIP funds advanced by the company. Ultimately $450,000 in cash will flow to
the Company for the sale of its assets.
The cost of realization for the fixed assets are estimated to be the following

Legal and Trustee fees are estimates and represents the Trustee/Receiver’s fees and costs in the event that the Proposal fails and the company is deemed bankrupt.
These are estimates and are accordingly subject to change.



[13]

Bankruptcy Proposed Sale
Balance owing to CRA                        600,880.82                        600,880.82

Assumed Deemed Trust Portion 75% 100%
Deemed Trust                        450,660.62                        600,880.82

Funds available to CRA on deemed trust                        385,043.85                        450,000.00

CRA Shortfall                        215,836.97                        150,880.82

[14]

Total number of employees                                      22
Entitlement per employee                            2,000.00

Total secured claim pursuant to WEPPA                          44,000.00

[15]
[16] Total unsecured claims are based on the statement of affairs prepared by the Company.

The CRA is owed in or around $600K. Below is an estimation of the shortfall suffered by the CRA in both a bankruptcy and the proposed sale scenario:

It is expected that in both scenarios that the secured creditors will not receive any funds, and therefore be fully unsecured

In the event of a bankruptcy, employees are protected for wages and vacation due within 6 months of the date of bankruptcy plus severance to a maximum of $8,117.34
pursuant to the Wage Earners Protection Program Act (WEPPA). Service Canada will have a subrogated claim against the estate for the amounts paid to the employees.
Amounts paid for wages and vacation will rank as a secured claim ahead of Accord but behind CRA’s deemed trust claim for source deductions to a maximum of $2,000
per employee as against the current assets of the company.   It is assumed that employees will be paid in the ordinary course in the Proposal proceeding.

It is estimated that about 75% of the amount owing to the CRA relates to the employee source deductions, and therefore would be considered to be a deemed trust. The
full amount in the proposed sale would be considered to be a deemed trust.

It is estimated in both scenarios that there will not be sufficient funds to pay the priority payable relating to employee wages.
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