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DREED OF HYPOTHEC ON A
UNIVERSALITY OF PROPERTY

ON THIS 20% day of December, yeur two thousand.

BRFORE Mtrve Marc Daigncault the undersigned Notary
practising in the Province of Quebec at Montréal.

APPEARED: ROYAL BDANEK OF CANADA, a bank

AND:

duly governed by the Bunk Act
(Cunada), having a place of business at 1
Place Ville-Marie, 8¢ Floor, Naorth Wing,
in Montreal, Prouvince of Quebec, H3C
3A9, represented by Anneliase Di Bettsg,
ils Account Manager, duly authorized
for the purposes hcereof as she 30
declares.

(the "Craditor™

Bl1BLIOMONDO INC. » corporation
duly incorporated pursuant to the
Canuda DBusiness Corporations Act,
having ils registered office at 3300 Céte
Vertu, Suite 203, St-Laurent, Province
of QQuubec, II4R 2B7, represented by
Todd Joromn, its President, and Lisa
Huys, its Secretary-Treasurer, duly
authorized fur the purposes hercof by a
resolution, a truc copy of which is
attuched hereto. signed tor idantification
by the said officers with and in the
prezence of the undorsipned Notary.

(the "Grantor")

WHEREFORE, the purlies hereto have aprreed as follows in the
presence of the said Netary:

I. SECURED OBLIGATIONS

The hypothec granted by (his deed secures tho performance
of all the prusent and future obligations (whether now
exisfing or hereaftor incurred, matured or unmatured,
direct, indirect or contingent) of the Grantor arising under
o1 in connection with credit facilities made availabla by Lthe
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Creditor to the Grantor and identified ns Segments “1”
(revolving demand loan), “2"” (demand variable rate loun in
Canadian Dollars for R & D tux credits), “5” (Visa expense
eards), “7" (oreign exchange), “8” (demand variahle rate
loan for R &D tax credils) and “9” (acquisition term loan) in
the letter of confirmation of cradit fucjilitiar dated
December 7, 2000 (snid letter of confirmation of crodit
fouilities as may be amended, restated, supplemented,
replaced or otherwisa modified from dme to time, being
herein referred to as the “Confirmatiom of Credit
Facilities™, the whole including without limitation the
payment of principal, interest, fees. costs, indemnitiesn and
ather amounts payable under the Confirmation of Credit
Facilitics aas wall as the strict pexformance of any ovbligation
provided thereby or undor this dead (hereinafter collectively
called tha "Obligations').

HYPOQTHEC
2.1  Awmonunt of Ilveothec

I'o sccure the performance of the Obligalions, the Grantor
hereby hypotheculus in favour of the Creditor the properly
described in paragraph 2.2 hersof for the following
amounts:

2.1.1 a principal amount of four millian two
hundred one thousand eight hundred and
eighty two dollars ($4,201,882), plus an
additional amount equivalent to 15% of
such amount, for a total amount of four
million eight hundxed thirty two thousand
one hundred and sixty SHve dollars
($4,832,165);

2.1.2 plus interest on such total amount,
calculated from the date of this deed and
compoundad annually, at the rate of twenty
percent (20%) per annum.

2.2 Description of Hynothceented Property

The hypothec churges the universality of all the
Grantor's property, movable and immovuable, present
and future, carporeal and incorporeal, of whatuwever
natuxe and kind and wheresoever situated

P = v o P
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(hereinafter collectively called the “Hypothecated
Property", including without limitation:

2.2.1 all the immovablax of the Crantor,
imcluding without limitation thuse if any
described or referred to in Section 10
hereof, together with wverything that may
be: or become incorporated therewith or
pexrmanently physically attached or joincd
thereto ox united thereto by uccession, and
all reol vights relating or attaching to such
immovables sand nll present and future
ronts payable under any current or future
leases therefur (including amounts payable
for any right of emphyteusis, use or
occupancy) and all indemnities paid under
the insurance contracts covaring such xents
or incomea losses, and

222 all tools and equipment pertaining to the
enterprise ol the Grantor, all claims and

customer accounts, all patents, trademarks °

and other intellectxrtal property rirghts and
all corporeal muvables included in the
assote of any of the Grnator's enterprises
kept for sale, lease or processing in the
manufacture or trans(ormation of property
intended for sale, for lease or for usa in
providing n service, including in particular
the trademarks, pafents and other
intellactual property rights described, as
the case may be, in Scetion 10 hexeof.

Intexrpretation
The parties hereto acknowledge and confirm:

2.8.1 that the hypothec created on tha
universality of all the Granior's movable
property pursuant to this deed is not and
shall not be construed as =a floatang
hypothec within the mconing of axticles
2718 et saq. of the Civil Code of Québec;

2.3.2 that the hypothec constituted hereunder
will remain in full force and effect for the

.i., i e e

Ha

e

TRADEMARK
REEL: 002238 FRAME: 0219




JAN. 22. 2001 12:0/FM
>

e

N2Q8O/ F. 10

1 bt i T S S TR SRRl MRT L M TUAREETT Cemerr + ¢ dndle bbb b & T

-4 .

full amount stipulated in Section 2.1 hereof
until such thne as an express written
discharge is execuled by the Credilor and
delivered to the Grantor. The hypothec,
sccurity and rights hereby created in fuvour
of the Creditor will not be extinguished,
reduced, novated ox otherwise affected by
any payments made to or amounts recuivaord
by the Crediror, directly or indirectly, from
the Grantor or any other purly or as a
result of any insurance indemnities arising
from luss or damage Lo any of the
Hypothecated Property or hy reason of the
collection of any claims hypothecated
hereunder: and

2.3.3 that should the Obligations at any time be
fully extinguished without an express
discharge of the hyputhec created
hereunder having been granted, and should
any new Obligations arise, the security
created hereunder will secure such new
Obligations in the same manner and to the
same extent as if there had never occurrced
an extinction of any of the Obligations and
the Groentor is and shall remain obligated
under the provisions hereof. The Grantor
shall be deemed to have obligated itself for
such new Obligations pursuant to the
provisions herecf and the hypothec herein
created shall secure such new Obligations
as contemplated by Article 2797 of the Ciuvil
Cude uf Québec.

DECLARATIONS BY THE GRANTOR

Tho Grantor declares us follows:

3.1

3.2

that. all the immavables of which it isa currently the
owmer are described in Section 10 hexreof:

that it is in possession of the Hypothecated Property

of which it is cuxrentdy the owner and, where
applicnble, of uny aegoliable ille  documents

representing the same;
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3.3 except for hypothecs on movables granted by the
Grantor in favour of the Creditor, the Hypuithecated
Property is not affected by any prior cdlaim or
hypothee, or by any other right whatsoever, whether
or naot publishod, capable of defeating or ranking
prior to the vriphts conferred by this deed, in
particular 'y reason of dofoult in payment of a rent
or 2 deht owed undur a fiscal law, an inatalment sula
or a sale with right of redemption, or a right of
ratantion, or by reason of failure to comply with «

statute or regulation pertaining to the protection of
the environment;

3.4 that the Hypoihecated Properiy forms part of une or
i morn snterprises which it operaces.

4. GRANTOR'S UNDERTAKINGS
4.1 Aljienation

Unluss the Credilor gives its prior wrilten consend, i
the GGrundor agrees:

4.1.1 not to alicnate orx leasc :uny of the
Hypothecated Property described in
Section 10 hereof: and

4.1.2 not to alienate or laase the other

Hypothecated Property outside the oxrdinary
course of hbusiness of its entexprisa.

In the event of any such uslionation or rental, aven
without the Creditor's authorization, the Grantor |
(who shall not be relievad of the default resulting
from the fuilure to obtain wuthorization) shall
immediately inform the Creditor of the details of such !
alienation or reatal and shall in particular provide !
the Creditor with a description of the alienated or
leased property and any property ucquired in |
replacemen), the name and address of the acquirer or
lessug, as well as idetails concerning the proceeds of
such alicnation or rental. The Grantor represents to
the Creditor Lthat in no event shull any alienation of
imunovables or of eguipment parts, intellectual
property rights or securities included in the
Hypothecated Property, and ia pasticular those

Tt e s SR o, S
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described in Section 10 hereof, be considered an
alienation in the ordinary course of businesa of the
Grantor's enterprise.

Transformarion

The Grantor may not, without the Creditor's prior
written conrent, transform any of the movables
forming part of the Hypothecated Hroperty either by
incorporating such movables into an immovable ox by
combining or mixing them with other movables so as
to form new property, unlegs such immovables or now
property are themselves subject to the hypothec
hereby granted or unless such transformation ise
made in the ordinary course of operating an
enterprise of the Grontur that is enpuged in the
business of manufacturing or transforming property.
In no event, however, may the Grantor trapaform any
such property where such transformation would
result in the Creditor's security or rights hereunder,
including in particular their rank, being diminished.

In the event of any such transformation, even
without the Credilor's nuthorizalion, the Gmntor
(who shall not be relieved of the default resulting
from the [ailure to obtain authorizaton) shall
immediately inform the Creditor of the details of wuch
transformation and shall in particular provide the
Creditor with a description of the property therehy
affected, the name and address of the owner of the
properly thal may result tharefrom and the address
where such property ia located.

Preservation

The Grantor shall maointain the Hypathecoled
DProperty in good condition, having regaxd for its
nature and destination, and should the Grantor fail
to do 50, the Creditor may, but shall not be obliged to,
make the expenditures necessaxy for this purpose.
The Grantor shall reimburse the Creditur, upon
request, for all such expenditures made by the
Creditor, with interesl ual the rate per annum
stipulated in paragraph 4.8 hereof from the date of

disbursement by the Creditor. The Grantor shall
uallow Lha Credilor Lo inapect  thae Hypothaonlad

TRADEMARK
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Property at any tiwme and shall grant the Creditor the
access necessary for such inspnction: it shull keep
hooks und accounting records in accordance with
diligent accounting pruactice wilh respect to the
Hypathecated Property and shall allow the Creditur to
examine the sume and obtain copies thereof. The
Creditor undertakes mnot e unduly disrupt the
Graniors huginess in caxrying out such inspections or
examinarions, cxcept in an emergency.

The Granitor further undertakes to ensure that the
IIvpothecated Property does not hecome affected by a
prior claim or by another hypothec, legal or
conventicnal, or by any other real right whatsoever,
wathout the Creditor's prior written consent. Should
the Hypothecated PFroperly hceome so affected
without such consent having heen obtained, the
Grantor (who shall not be relisved of the resulting
default) shall immediately inform the Creditor
accordiagly and shall obtain the cancellation of the
righty in quastion upon request and within the time
stipulated by the Creditor.

Insurance

The Grantor shall adequataly wmsure the
ITypothecated Property, at its full undcpreciated
replacemenl zaxt, against damage caused by fire and
any other risk or peril that is customarily cuvered in
the Grontor's industry or that the Creditor muay
reasonably specify.

The policy (i) shall nat contain any provision granting
the insurer the right to repair or rebuild, (i) shall
specity that the insurer waives any right to pay a
proportional indemnity in a case where property is
underinsured, (i) shall be rtaken out with a
reputable insurer, (iv) shall include provisions
dictated by usage in the Graninr's industry as a
whole or, if the property is not part of an enterprise,
that a prudent and reusonnble person would reguire
and (v) shull name the Creditor as the person to
whom payment is to be made in the event of loss and
shall contain a hypothecary clausc in « [lorm
appravald by the Insurance Bureau of Canada and
satisfactory to the Creditur or an equivalent clause

75
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salisfactory tno the Creditor under the terms of which
clause deceitful reprusentations, bad faith or
wrongful acts by the owner or a third party cannot be
invoked against the Creditur.

The Creditor may apply any indemnity to the
payment of the Obligations or may remit the same La
the Grarilor, in whole or in part, to be used for the
repair or replacement of the destroyed or damaged
property. The Grantor shall execute any dvcument
that may be required by the Cradilor to confirm the
hypothec on the replucemont property.

The insurance shall be maintained in force until the
Ohligations are fully extinguished and, unless such
requirement is expressly wuived by the Creditor, the
Grantor shall provide the Creditor with a copy of
each policy and, at least ten (10) days before any
policy is due Lo expire nr be cancelled, with evidence
of its runewal or replacement,

The (Frunior shall notify the Creditor as sooun as
possible in the event of any loss affecting the
Hypothecaoted Property.

Should the Grantor fail to fulfil such obligalion to
insnre. the Creditor may, bul shall not be obliged to,
take out Auch insurance on the Ilvpothecate:l
Property na it deems adequate and ihe Grantor shall
reimburae the Creditor fur the cost of such insurance.
with interosi computed in accordance with paragranh
4.6 hcereof, the whole without projudice to any other
remedy that the (Crrditor may have under this deed
or 4t lnw.

Ioxcs

The Grantaor shall pay as and when they f(all duc,
without subrogation, all assessmonts and taxes
imposed on the Ilypothecuied Property, including,
where applicable, any and all municipal, whother
rencral or special, ecclesiastical, urban community,
school, watar und busingss taxes, and any and wull
intcrast thereon and penalties imposced with respect
thereto, and shall deliver to the Crediror evidence of
payment Lhareof within thirty (80) days after they or

TRADEMARK
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any of them become due, Should the Grantor fuil to
pay #ny of the said ussessments and tuxes, the
Creditor may, but shall not be ubliged to, pay them on
thae Grantor's bhchalf, in which event the Graniur
shall reimburse the Creditor, upon requast, with
interest at (he rate per unnum svipulated in
paragraph 4.6 hercof from the date of any such
payment of taxes and assegssmentia by the Credilor.

Fees

The OGruntor shall reimburse the Creditor, upon
raguest, with interest computed at the rate of fifll.een
percent (153%) per unnum from the date of
dishursement by the Creditor, for all fees and costs
related L0 this deed, including, without limiting the
genexality of the foregoing, any land survey,
appraisal, environmeantal inspection und other fees
and costh, as well aAa amounts disburaad by the
Creditor for registrations required for the publirution
of the rights arising from this deed or for the exercise
of auch nights, and the rencwal of such registrations,
whore and if required or permitted by law. Feea and
costa related to the cancellation of registrutions, the
removal of u right from a register, the reduction of an
enlry and the securing of acquittunces, dischargoes,
releasns and cessions of rank, and those rulated to
any renewal, notice, hypothac or renunciation

pertaining to the Hypothecated Properiy, shall also be
borne by Lhe Grantor.

The Graniur further undertakes to reimbursze the
Craditor for all fees and expenses incurred by the
Creditor to recover from the Grantor the amounts
due on account of the Obligutians, with interest
computed at the ratw of fifteen percent (15%) per

annum from the date of any payment made by the
Craditor,

If the Grantor fails to pay when due any sum payable
hereunder, the Creditor may do so on the Grantur's
behnalf, without notice tu the Grantor, and the
Grantor shall reimburse the Creditor, upon request,
all sums so paid by the Creditor with interest trom
the dale of payment at the rate of #iftacn percent
(15%) per annum. Similarly, if for any reason the

Y
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socurity or the rights of the Crarditor hereunder are
diminished, the Creditor may do all such things and
make all such cxpendilures as are desirable or
neccssury to preserve its security or rights, without
notice to the Gronior, and the Grantor shall
reimburse the Creditor, upon request, for all amounts
so puid by the Creditor, together with interest at the
rate of fifteen percent (15%) per annum,

Registration

The Crantor shall cooperate with the Creditor, Lo the
exlent deemed necessary ar useful by the Creditor, in
order that the Creditor may effect the reyistrations
requued for publication of the creavion, renewsl,
extension or preservation of the hypothec creatad in
its favour purguant to this deed, or for the oxwrnise of
ils hypothecary rights, as the case may be. Without
limiting (he generality of the forcgoing, the Grantor
ghall do, make and execute, at ite own exponse, all
such deeds, documents and things as may be
necessary or udvisable, im the opinion of the
Creditor's legal counsel, in order that a valid and
enforccable hypothee be crcated amil maintained on
any property lorming part of the Hyporhscated
Praoperty as of the exccution of this deed or at any
time in the future.

Should the Grantor acquire any imnmoaovables that are
not described in Section 10 herxeof, the Granior shall
inform the Creditor of surh acquisition in writing and
shall provide it with a precise description of the
irnmgovable or immovubles in question and supply «ull
the uppropriate information to enubla the hypothec
hereby granted to be registered agninst such
immaoavable or immovables.

If at any time the Hynothecated Property or any part
thercof is not intended to remain in Quebec, the
Crantor shuall immediately inform the Creditor
accordingly, providing it with all requested
particulars. UJpon request by the Creditor, the
Grantor shall exccute uany security or addilional
document required to allow the Creditor to preserve
the security granted by this deed on suvh propexty or
grant the Creditor security in the jurisdirtion or

= —
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jurisdictions where the property in question will be
situated that is equivalent to the hypothec ariking
from tliis deed, th« whole at the Granior's expense,

Compliance with the Law

The Grantor shall forthwith comply with all
slatutory, repulatory, administrulive and othor
provisions originating with fedexal, provincial.
municipal or uvther authoritins governing the
Hypathecated Properly, including, without limiving
the generulity of the foregoing, those pertaining to
guning, use, occupancy, subdivision, parking,
historical or cultural dosipnations, fire, access,
fonding facilities, lundacaped areas, pollution of the
environmenut, toxic substances or other
environmental hacards, building construction und
heallh and safety, und with all private covenants and
restxictions affecting the Mypothecated Fraperiy or
any part thercof, Upon request hy Lhe Creditor, the |
Grantnr shall provide evidence of compliance with |
any such pruvisions and shanll, at the Grantor's own
cxpunse, make such structurul or other
improvoments or changes to the Hypnthecated
FProperty as uru: necessary to ensurs such complinnce. !

.

Inspection [

The CGrantor authorizes the Creditor to inspect the
immovabhles inciuded in the Hynathecated Property at
any timae for the purpose of conducting environmental
or other tasts Lo determine whother such immovables
arv in compliance with the statutes and regulations
referred to in paragraph 4.4 hereof. The Graontor
acknowledges thul in so doing, the Creditor assumaos
no liability with respcct to any violations uf such
statutes and regulations or tn the corrective wction

thul may be required in connection with any such
violatinn.

Change of Domicile
‘The Gruntor shall ndvise the Creditor in writing of

any chanpge of its principal place of business within
thizrty (30) days following such change.

e
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PROVISTONS APPLICABLE TO THE HYPO'THEU ON
CLAIMS

The following provisions apply lo claims owed to the
Grantor and hypothecated in favour of the Creditor,
including present and future renta payabhle nunder current
and future leuses (including amounts payable foxr any rxights
of emphyteusis, use or occupation) affecting all or purt of
the Hypothecated Property.

5.1

Collection

Except for those claims consisling of securities
pledged to the Creditor and those consisting of
deposgits made with the Creditar aor one of its
subsidiaries, the Grantor shall have authority to
collect payments of interest and repaymeanis qf
capital made on the cdauims incduded in  the
Hypathecatled Property hypothecated in favour of the
Creditor pursuant to this deed, as they fall due, The
Creditor may withdvaw this authorization by written
notice at any time, whether or not the Dbligulions
are due. Withoul limiting the gonerality of the
foragping, the Creditor confirms that until the said
authorization has been withdrawn, the Granior may,
in the normal course of business, give waivers,
discharges and releases in respect of security granted
in its favour sccuring any claims forming part of the
Hypothecated Property and, hereby expressly
authorizes, so long as the Granior is not in default
horcunder, the Grantor to confirm, on behalf of the
Creditor and in the name of the Creditor, the
Creditor's consent to such waivers, releases and
discharges to the extent and when such confirmation
should prove nceessary for purposes of effecting
cancellntions of registrations of any such security so
waived, discharged or released. The Credilur at any
tine mdy ituke all necessary steps to set up this
bypothec against the debtors of the hypothecated
claims. In such event, the (Frizntor undertakes to
remil to the Creditor, upon request, all titles,
documents, registers, iavoices and accounis
evidencing tha claimy or relating thereto, whatever
tha nature of their medium and whatever the form in
which they are accessible, whuther written, graphic,
taped, filmed, computarizad, or other.
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Any payment roceived by the Grantor on account of
auy lLypoathecated claim other than pursuant Lo the
foregoing authorization shall be received for the
Creditor's account, shall not entitle Lhin (Grantor to
the amounis collected and shall be kept separate
from the Crantor's other propwrty at all times and
remillad forthwith by the Crantor to the Crediior
without compoensation,

Notwithstnuding the provisions of paragraph 4.1.2
hexeof, the Grantor is nout authorized (@) to alienate
any claim forming a part of a universality of claims
hypothecated in favour of the Creditor without the
lattor's prior written consent and (ii) to relcase, in
whole or in part, any present or future security
granted iu favour of the Grantor securing uny claims
forming part of the Hypothecated Property without
the prior written consent of the Craclilor.

Creditor's Righius

The Creditor shall noi. he nbliged to exercise its rights
to the hypothecated claims or to unsure their
recovery from the debtors, whether by Iegal
proceedings or otherwise, Should the Creditor dscide
to colloct the hypothecated claims, it shall ha at
liberty to negotinte such arrangements as it deems
appropriate with the debtors or third parties, to snter
into agrermmants with them with respect tn the claims
and any security sccuring the claims, and even to
waive the claims and such security, the whole
without the Grrzntor's conesent or intervention, and
the Creditor shall not thercby incur any lLiability
toward or be ancountable to the Grantor. Unlass the
Grantor 8o requests in writiny, tha Craditor shall not
be obligad to inform the Grantor of any irrogularity
in the payment of any mmounts due on the claims.
Apart from its obligation tn rumit to the Grantor any
sums collected over and above the amounl of the
Obligations in princpal, interest and costs, the
Creditor shall not be accountable to the Grantor with
respect to the status of the collections madeae or uny
transactions and arrangements entered into.
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Information

The Creditor may, at its discretion, verify the
axistence and status of the cdaims at any tima. Thoe
Grantor shall provide the necessary assistance and
information for this purpose and shall take such
action in this respect as the Creditor may reasonably
request; in particular, it shall allow the Creditor and
its agents to enter the premisaes ouvcupied hy Lhe
Graonfor and to consnult the Grantor's acecounting
books and registers as well as any document relating
to the clnimy und make copies thereof.

The Grantor specifically authorizes the Creditor to
communicate with any third party in order to obtain
or transmit any personal information and any
information relating to the claims and to the Grantor
for the purpose of verifying and collecting the claims.

Where the hypothec granted by this deed affects a
claim that is itself secured by a registered hypothec,
the Grantor shall inform the Creditor accordingly and
shall supply all the information that the Creditor

may request in this connection.

Whaeare any of tha claims are subject to the provisions
of the Financial Administration Act (Canada), the
Grantor hereby sells, assigns and transfers the same
ahsolutaly to the Creditor so thatl, upon a withdrawal
of authorization as refexrred to in paragraph 5.1
hereof, the Crediior shall ba fres to complete tha
formalities reguired to make such assignment fully
enforceable.

1 APPLI QOT HYPOTHEC ON

Interoreintion

Unless otherwise indicated by the context,
“securities” means bills of exchange, notes, shares,
warrants, bonds, debentures and other secuxities

considered or ascknowledped as securities, as well as
the renewals, subgtitutions and addivdons to which

TREETT AU
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they are subject and the securitics and vther property
received or issued pursuant to any transformation of
such securities, along with ull income derived and all
rights urising therefrom.

Delivery

Toxthwith upon demand by the Cruditor, the Grantox
underthkes to deliver to the Creditor, or to a
mutually agreced upon third party, any and all
socurities at any time forrmang purst of the
Hynothecated Property, duly endorsed in blank for
transfer, together with amy power of attormey,
document and confirmation that the Craditor may
reasonably require for such puxpose.

The Grantfor further undertakes to turn over to Lhe
Creditor or to such third party, as soon as the
Grunlor becomes entitled thereto, the renuwals,
substitutions and additions to which such securitias
are subject and the securities and other property
reccived or issued upon the purchase, redemption,
conversion., cancellation or uny other transformation
thereuf, along with any income derived and any
rights arising therefrom, the same, where applicable,
to be duly endorsed in blank flor transfer and
accompuniail by any power of attorney, dorument and
confirmation that the Craditor may reasonably
raqgquira for such purpose.

Yoting. ete.

Until the occurrence of an Event of Defaule, the
Grantor shall be entitled to votc any and all
securities and tn give consents, waivers or
ratifications in respect thereof, pryvilded that no vote
shall be cast or uny consent, waiver or ratificatinn
given or any action taken which would viclate or be
inconsistent with any of the fterms of the
Confirmation uf Credit IFacilities oxr this deed or auy
other instrument or agreemen! or document relating
to the Obligations or which would have the effuct of
materially impairing the position or interests of the
Creditor. All such rights of the GGrantor tv vote and

to give consents, waivers and ratifications shull coase
in case an Event of Default shall occur whereupon

U2, - e U M AR T I L T TR AR MONTLLITR s e . -
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the Creditor shall be entitled, without limiting its
other rights and remedies herennder, to vote all ox
any part of the securities whether or not transferred
in the Credilor's name and give all consents, waivers
and radifications in respect of the seccurities and
otherwise act with respect thereto as though it were
the outright nwner thereof.

6.4 Dividendu a i 1 i

Until the occcurrence of an Event of Defaulr, the
Crantor may collect all cash dividends payable in
respect of the securities, provided that all cash
dividends payable in respect of the securities which
are determined by the Creditor, in its absolute
discretion, to represent in whole ox inm paxt an
extraordinary, liquidating or other disiribution in
return of capital, shall be paid to the Cxeditor and
rotained by il un part of the Hypothecated Property.
The Creditor shall be entitled to rececive direclly, and
to retain as part of the IIypothecated I’xoperty;

() nll other or additional stock or securities or
property (other thun caxh) paad or distributed
by way of davidend in respect of the seruritics;

(b) all other or additlonal atock or other sccurities
or property (including cash) paid or distributed
in respect of the securitics by wuy of stock-
split, spin-off, split~up, reclassification,
combination of shares ur similar
rearrangement; and

© all other or additional stock or other anturities
or property which may ba paid in respect of the
securities by reason of any consolidation,
morger, exchange of stock, conveyance of
assets, liguidation or similar corporate
reorganizarion or other disposition of
securilios.

POSSESSION OF PROPERTY

This deed ocrenles a hypothee without delivery
notwithstanding the undertakings contained in Saclion 6.2
hercof.
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8. DEFAULT
8.1 Events of Dafault

The Grantor shall be considered in dcfaull upon the
ocrurrence of any of the following events:

8.1.1 should the Grantor detault in the
performance of the Obligations or fail to
comply with any of its obligations or

i undertakings uander this dewd, the

2 Confirmation of Credit Facilitiea or any

? other agrcement between the Gruntor and

the Creditor, all us in aeffect or as herenfter

entered into or amended;

8.1.2 should the Grantor fail tu comply with the
obligations imposed on it by law with
respect to the Hypolthrcated Property:

8.1.3 should the CGrarnlor fail to pay any amount
due or Lo comply with any of its
undertakings under any other dead
granting rights on or affecting any of the
Hypothecatul Property:

8,1.4 subject to paragraph 4.1.1 hearwof, should
the Grantor wlienate or leage. without the
(Creditor's prior written consent, any of the

i immovablex included in the Hypnothwcated

: Property as of thn execution of this deed or

at any future time:

8.1.5 should the Grantor ceasc upecating its
enterprise or substantially change its
noturn;

8.18 should the Grantor bacome insolvent, file a

prupusal or a notice of intention to make n
proposal to ita creditors under the
Bankruptcy and Insolvency Act (Canadu) ox
ANy Successor or replacemant legislation or
any equivalent legislation of a foraign
jurisdiction, or take alaps under the
Companies' Creditors Arrangement Act
(Canada) or any successor or replacemwunt
legislation or any equivalent legislation of a

TE mIUSES, v v S L i N - -
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fornign jurisdicHon, ox be put in bankxruptey
or make an agsipgnment of its property for
the benefit of its creditors, or generally take
any Steps to arrive at a cacompromise,
arrangement or agreement with its
credilors or the liquidation of its assetg or
its bankruptcy:

should proceedings bha instituted apainst
the Grantor to have its assets liquidated or
have it declared bankxupt. which
procegdings arc not diligantly vontasted by
the Grantor and dismissed or cancelled
within rwenty-one (21) days after they are
instituted;

should a prior novice be given by a creditouc
holding a prior claim or a hypothecary
creditor of ita inteution to cxcrcise a prior
claimn or hypothecary right or any other
securily against any part of the
Ilypothecared Property, or should such a
right or security be exercised or should a
gecured creditor take possession of, or a
raceiver be appointed with respect to, any
part of the Aynothecated Properly;

should u writ of scizure be iasued against
any of the Hyporhecated Property und a
rolaase therefrom not be given within ten
(10) days thereafier;

should any of the declaxations or
representations wmada hy the Groentor
herrunder or in any other document
pertaining to the (Ohligations be inaccurate;
and

should a person (including the Statc) other
thun the Graentor demand or claim from the
Creditor puymant in full or in part of any
amounts that the Creditor may advance Lo
the Grantor pursuant to any document
relating to the Obligations;
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8.1.12 any default of the Grantor under or in
conneaction with the Confirmation of Credii
Facilities.

8.2 [Effects

Without limiting ite right, at any Lime and at its
discrelion, to demand payment of amounts payable
on demand and without prejudics to any rights and
rcmedies which it has pursuant to agrevements with
the Granior or at law (in particular with rcspect to
hypothecated claims):

821 tha Creditor. upon the occurrence uf any of
the events listed in paragraphs 8.1.1 to
£.1.12 hereof. may ceuse advancing funds or
making credit available to the Granior
pursuant to the decuments relating to the
Obligations and demand immerdiate and
full psnyment of the amounts owing an
account of the Obligations, which shall
furthwith becoma due and payable, and
exercize, at its discretion,  withoul
restricdion and without any prior notice
other than such notices us are required by
law, any rights and remedies which it has
pursuant to this dend oxr at law, including,
in particular, the following hypothecary
rights:

- taking of possession for purposes of
administration;

-  taking in paymuant;
- aale by the Credilur;
- sale by judicial authority.

B.2.2 the occurrence of the event conleamplated in
paxagraph 8.1.11 hereof shall automutically
terminate any obligation of the Crediins to
advance funids or make credit available to
tha Grantor pursuant to the documents
relating Lo the Obligations, without any
notice or demand being Tequired, the
Gruntor expreasly waiving any such

[ P S SR X N R R e S + -
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requirement, and shall entitle the Creditor
to exercise any uf Lhe rights referred to in
paragraph 8.2.1 hereof.

8.8 Creditox's Rights

i Irrespective of the particular remedy exercised by the
\ Creditor in the event of the Crantor's default, the
’ following provisions shall apply in addition to any |
pruvisaons that may by law apply in the
circumotances, lhe Grantor expressly agrecing
thereto: !

8.3.1 the Grantor undertakes to voluntarily
surrender the MHypothecated Property to the
Creditor upon request, and agrees not to
put any impediment in the way of, but
rather to facilitate by all legal mewnns, the
exercise of the powers hereby granted to the
Creditor and not to interfecre therawith; in
nddition, tha Creditor may, but shall nat be
obliged to, conduct u varification of the
Hypothecated Property, assemble or move
any of such property or take proceedings or
do or take any act or action in relation to
the Hypothecated Property that it muy
deem advisable, the whala at the Grantor's
' expense;

8.3.2 the Creditor may, in addition, wul its
discretion and ul the Grantor's expense,
whether aftexr the Grantor has surrendared
the Hypothecaterdd Property aad until, the
Creditor has exarcised the hypothecary
right which it intends ts exercisp, or
whether after the Crediior has chosen to
take possession of the Hypothecated
Property for purposes of administration, usc
or operate all or ony part of the
Hypothacceted Property (without heing
obliged to make such property productive),
changa the destination of or aliennte such
property hy onerous title (except for
Hypothecated Property of little value) or
vharge such property with a hypothee or
other rew right, enter into or renew any

P et T
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leases for such amounts and on such texrme
and conditdons as the Creditor deema
appropriate, make any ropaixs or

renovations or undertake oxr complete nny
work;

the Craditor may, in lhe exercise of its
rights, renocunce any right belonpging to the
Grantor, even where no valuabla
considaration is received;

the Creditor shall not bhe bound to make an
inventory, take out insurance or furnish
other security to serure the performance of
its obligations;

the (redecor may, at ils discretion, take
possession, through its officers, nagents or
mandataries, of ol or any part aof the
Hypothecrsted Property, with full power to
caxrry on, manage nnd conduct the Grantor's
businesy; the Creditor may use the
IIypotheeated Prouperty or any inlnrmation
that iy obtains by reason of its
administrution for its ovmn benefil;

the Grantor, through ils officers and
directoxs., shall forthwith excculn such
documents and transfoexrs as may be
necegsary (o place the Creditor in legal
pussession of the Hypothecated Froperty
and the business of the Grantor in
connection thercwith, and thereupan all the
powers, functions, rights and privileges of
each and ecvery one of the dircctors and
officers of the Graniéor shall ceasc and
terminnte with respect to Lha Hypothecated
DProperty.

the Crediior shall not be obliged to render
nn acoount with respuct to its actons in the
exercise uf its hypothecary righlx, except as
stipulated by law. Should the Creditor sve
fit v render an account, it may do so in
summary fashion;
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for the purpose of exercising any of its
rights, the Craditnr may make use of any
premises on which the Hynothecaied
Property is lucated, the whole at the
Grantor's expense;

the Creditor may, at its discrction, decide to
sell and dispose of the HMypothroated
Property as 2 whole or in separate parcels,
by tender, public uuclion or private
contract, on such date and on such terms
and conditions as thae Creditor wmay
stipulate, after giving such prior noticas ns
are required by urticles 2784 and following
of the Civil Code of Québer, and the
Crediior may make such sale for cash or
credit upon such reasonable conditions as to
upset ox resaxve bid or price and ns to terms
of puymeant as it may deem proper, and may
rescind or vary any contract of sale that
may have been entexed into and resell such
property under any of the powers conferred
by this deed. adjourn any such sale from
time to time and execute and deliver to the
purchager or purchasers of the waid
propurly or any part thereof good and
sulficient deed or dceds for the same. the
Grantor hereby giving the Creditnr an
trrevocnble power of attorney for the
purpose of making such sule anil oxecuting
such deeds, and any such sale made as
aforesaid shall be a perpelual bar in law
and in equity against the Grantor and its
assigns nnd agwinst any other persons who
may claim the said property or any puari
thereof from the Granter or its assigns; and

the Crediror, or its agents or
roepresentalives, lnay become purchasers at
any sale of the Hypothecaled Property,
whether made under the powexr of sale
herein contained or pursuant to foreclosure
or other legal proceedings.
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N : uf the Obli .
Fach of tha Obligations of the Grantor ia indivisible.
Nulli fa P isi

In the event that any provision of this deed or the
Confirmation of Cradit Facilities is declared null and
void or is deemed not to have been written, the other
provasions of this deed and of the Coanfirmavion of
Credit Facilities shull be saverable from such
provision and shall continue to have full force und
cffoct.

Application of Pavments

Any insurance indemnity, as well as any othor
amount or olther property received by the Creditor in
the exexcigse of the rights conferred upon it by this
deed or by law or in any other manner with respecect to
any of the Hyputheealed Property, may be retained by
the Creditor as Hypothecated Praoperty or applied W
the payment of the Obligations, whether or not they
are due , or to othrr debts of the Grantor, whether ox
not they are secured. Any amount collected by the
Credulor, wven on account of the voluntary
performance of the Obligations, shall be apphad at
the Creditor's discretion, and the Creditor may vary
snuch applicatinn from time Lo Lime, in whole or in
part, as it sees fit.

Should any of the Hyporthecaterl Property or ils
proceeds ha in a currency different from that of the
Qbligations, the Credilor 18 hereby uutliorized to
convert the amount or the claim in guestion into the
currency ol the Obligations at the Creditor's rate of
exchange for the currencics concernei] an tha date the
payment is applied or omn such other date as the
Creditor dcems uppropriate,

Rights Camulative and Exercise of Remedies

The rights hereby created are in addition to and not
in subastitution for any ather right or security held by
the Creditor. The exercise by the Creditor of uny of
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‘ its righty and remedios shall not prevent il. from
! exerciging any other righl ar remedy conferred upon
| it by this dced or any other security or by Juw.

The Creditur may, separately or asucgecssively,
X exercise the righty conferred upon it by thia deed on
! any part of the Hypothecated Properiy, without being
. obliged to du su o the entire Hypothecated Property

and without prejudice to its riphts und ramedies with
| respoct to the remaining Hypothecated Praperty, and
' it shall not be in any way ubliged 10 exercise its rights
‘ und remedies against any other person linable for the
Obligations or Lo realize any othexr security securing
the Obligations.

The Creditor may delegate tha cxercise of ils rights or
the performance of its obligadons arising from tLhis
deed to another person and may in such case supply
to such othexr person any information that it halds on
the Grantor or on the Hypothecated Property.

9.5 Naotice of Default

The mere expiry of the time limit for performing any
i of the Qbligatinns shall serve Lo put the Grantor in
t default, without any notice or demand being required !
; for that purpose.

! 9.6 Waivers |
|

The Grantor may not claim that an act ox omission by
the Creditor constitulen or implias a waiver of its
right to invoke a default by the Grantor ar to assert u
right arising out of such default, unless the Creditor
has expressly so stated after the occurrcnce of the
default.

9.7 PowerofAtiorney

The Granior hereby grants to the Creditor an
irrevocable power nf attorney with full powers of
substitution and revocation, to do, make and execute,
for the Groantor and in its name, all such deeds,
documents, transfnrs, assipmunents, hypothecs,
ansurances, consents and things as the Creditur may
deem necessury or appropriate to be done, made or
execurted by the Granror to protect the Credilor's
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rights hereunder and/or prescrve the Ilyporhecatedl
Property and to pgive effect to all the provisions of this
duwid and the documents and other acts, matters and
things that the Grantor has agreed to do, make and
execute or that may be required in the exercise of the
powers vonferred upon the Crediiur by this deed. and
in particular, without limiting the generality of the
foreguing, to endorse or transfer ull oxr any part of the
gecurivties, if any, included in the Hypothecated
Property over to the Creditor ox its agents,
correspondents or mandaturics, including any
depositary, so that the Creditor or itu agents,
correspondents or mandatarias may be regiatared us
gsole owners ol such securities, and to vbtain from any
ilaxation authority at any limae, if deemed nscful, auy
information wnecessary to nallow Lthe Creditor to
determine the nmount of the Grantor's indcbtedness
to such taxation authoritias. The Grantor also prants
to each of such persons holding its power of attornsy
the right to use its name whenever they may deem it
necessnry or appropriate to du so for the purnuscs
hereof and the Grantor fuxther ratifics aund confirms,
und undextakes to ratify and confixm, all ucts and
actions done or taken by each of such persons in
cunnection herewith.

Indemnificarion

The Granitor hercby agrees and wunduertakes to
indemnify the Creditor and save and hold it harmless
from and apuinst any and all Insses, expenses, costs
and liabilities Gincdluding  legal foas and
dishursements) that the Creditor or any of ils
mandataries ur persons holding its power of attorney
may sustain or incur in (he exercise of the powears
and rights conferred upon the Creditor haxeunder.

Election of Domicile

Any service, notice or demand shall he given or mude
upon tho Granior at its domicila. However, if the
Creditor is unsuccessful in locating the Granior at
such address, such service, notice ox demand may bo
given or made at Lhe office of the Clerk of the Quebec
Supurior Court for the districlt in which the greater
part of the Hypothecated Property is located. the

- e e DUV o LTEETRRE PRSI BT L TR e

#

TRADEMARK
REEL: 002238 FRAME: 0241




AN, 22, 200171210 PM

i

9.10

9.11

9.12

9.13

8.14

10.

N2G8O/ P. 32

R I L - o

- 206 -

Grantor «alecting domicile at such office for the
purpoees hercof in that eventuality.

Interpretation

References hercin Lo gender shall include all genders
and the singular shall include the plural and vice
versa, as required by the cantext.

-

D ionu a

The division of this deed into Sactions, paragraphs
and subparngraphs and the insertion of titles are for
ause of reference only and shall not influence its
mesaning or construction,

Iic

This deed shall be govermed and construed in
accordance with the laws in force in the Province of
Qucbec. It must also be intorpretead so that any
Hypothecated Property located 1n anothex
Jurisdiotion be affected by a valid security under tho
applicable 1uw of such other jurisdiction.

Ex i ' Contract

The Granter confirms thut the Creditor has provided
it with adenunte explanations concerning the nature
and suvope of this deed und that it has had an
opportunily to consult a lawyer, notary or other
adviser in connection therawith.

Language

The parties hereto confirm that it ia their wish that
this deed and nll documents relating tharuto,
including notices, be drawn up in the Engligh
language. l.es parties aux présentes confirmant leur
volonté que cet acte de méme que tous documents, y
compris lous avis, s'v rapportant soient rédigés en
langue anglaise.

DESCRIPTION OF CERTAIN __SPECIFIC
PROPERTY __ _INCLULED _ IN _ _THE
HYPO''HECATED FROPERTY (AS OF THE
EXECUTION OF THIS DEED)
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10.1 Immovablex
None
10.2 Iprellectual Property Rights
Trademarks
c L Regi ian Juriedien
Auplication
number
DESION
« BEST-SELLER & T MA, 452.676 Cunada
RESION
- BEST-SPLLER & Annlication
LDESIGN No, 1004 R76 Canadg
DEST.SELLER & IMA 991,951 Canuda
DRESIUGN
BEST.-SFTLLER ITM A, 194420 Cynuda
PORIFQLIQ
. HEST-SELLER 2074 426 United Suabus
PORTFQLIQ
. R 1.850,544 Unied States
DESIGM
RESIGN No, 74:042,480 o
- DBEST-SELLER Anplioation Europa:an
DESIGN No 1.46R.843 Community
WHEREOF ACTF

DONE AND PASSED ui Montréal on the day, month and yeax
first wmentioned ubove and enlored in the minutes of the

" wndersigned Notary under number ONE HMINDRED AND TWENTY~N1NH
! tiza).

AND the representntives of the purlica declared to the Notary to
have token cognizance ol the present dced and to have excmptred
, him from reading same or cnusing same to he read, following

which the representulaves of the parties sipned in the presence of
the Notary and as follows:
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ROYAL BANK OF CANADA
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A true copy of the originul hereof
remalaing of record in my office
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