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, AGREEMENT OF PURCHASEAND SALE

Dated the _Bibday of ._lmm{__ 2024 "% M

BETWEEN:
&Jcko{: Fervario F[cp:(ties UJ . a corporation having an office in
the Clty of AbthotGed , In the Province of British Columbia (hereinafter
referred to as the "Purchaser"), .
OF THE FIRSTPART

~AND:

D. MANNING & ASSOCIATES INC,, in its capacity as Court
Appolnted Receiver and Manager of the Assets, Undertakings and
Properties of 371392 B.C. Ltd. dba Diamond Head Motor Inn, and
not Inits personal capacity (hereinafter referred to as the "Vendor*),

OF THE SECOND PART

WHEREAS the Vendor is the Receiver and Manager of the Motel Property; and

AND WHEREAS the Vendor is enfitled to sell the Motef Properly subject to the
granting of an Order of the Supreme Court of British Columbia and the Purchaser desires to
purchase the Motel Praperty upon’énd subject to the terms and conditions hereinafter set forth.

) NOW THEREFORE THIS AGREEMENT WITNESSES that In consideration of the
premises and the covenanis and agreements herein contained the parlles hereto agree as

follows:
ARTICLE 1 -INTERPRETATION.

1.1  Definitions

In this Agreement, unless something in the subject matter or contextis inconsistent therewith:

(8  “371392" means 371392 B.C, Ltd. dba Diamond Head Motor Inn;

(b)  "Agresment’ means this Agreement and all ameﬁdm ents made hereto by written
agreement between the Vendor and the Purchaser and every properly executed
instrument by which its terms amends, modifies or supplements such agresment;

(c) "Business liay‘,’ means a day other than a Saturday, Sunday or statutory holiday |
in the Province of British Columbla;
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(d)

(e)
M
(9)

(h)

0

()

(k)

)

- (m)”

IN424ARARMN

"Closing Date” means within t g days of approval of the sale of the Motel
through a Vesting Order, or such other date as agreed fo by the parties in writing;

“Gourt" means thé Supreme Court of British Columbia;
'* Deposit® has the meaning éscribed thereto in Section 2.3(a)();
"Excluded Assets"” means:

()] all cash, bank balances, monies In possession of banks and other
depositorles, term or time deposits and similar cash items of, owned orheld
by or for the account of the Vendor as of the Closing Date;

(i)  all GSTrefundsorreturns owned or held by or forthe éccount of the Vendor
as of the Closing Date; :

(ity the corpdrate, financial, taxation and other records (including minute
books) of the Vendor or 371392 not periaining primarily to the Motel

Property; ‘
(iv) all income taxes recoverable;
(v)  all wage subsidy claims;
(vi)  all insurance premium refunds or similar refunds;
(vil)  all Receivables; and
(vil) -Inventory.

"FF&E" means the machinery, tools, spare parts, supplies, accessories, furniture,
fixturesand equipment owned by the Vendor, located on the Mote! Lands andused

in the operation of the Motel Property on the Closing Date;

"GST" means the Goods and Services Tax as more fuily described in Part IX of
the Excise Tax Act (Canada); -

“Inventories” means all Inventories of the Motel, including, without limitation, all
finens, utensils; enginearing, maintenance and housekeeplng supplies, including
soap, cleaning materials and matches; laundering and toilet supplies provided to
guests as part of the Motel services; stalionery and printing; and other supplies of
all kinds foruse in connection with the ownership, maintenance or aperating of the
Motel Property as of the Closing Date;

"l eases" ;rmeans thé leases described in Scheduls “C" hereto;

“| jcenses” means all licenses refating to the operation of the Motel, if any, fo the
extent such licenses are assignable; .

"Motel® means the Diamond Head Motor Inn, being a 40 room motor inn or motel
located on the Motel Lands; . :




(n)  “Motel Lands" means afreehold interest in the lands legally described in Schedule
“All: .

(o) "Motel Property” means the assels and undertaking referred to or described In.
Section 2.1; : 4 o

(p)  "Purchase Price" has the meaning set out in Section 2.2;
{(4)  "Purchaser's Sollcitors® means : / g

(M  “Receivables” means all accounts recelvable {other than guest ledger receivables
described in Section 5.3), blils receivable, trade accounts, book debts, and other

amounts due, owing or accruing due fo the Vendar In connection with the Motel - -

Property;
(s)  “Time of Closing" means 10:00 a.m. (Pacific time) on the Closing Date;

) *Vesting Order" means an Order of the Supreme Court of British Columbia
approving the sale of the Motel Property pursuant to this Agreement; and

(u) _“*Vendor's Selicitors” means Owen éird Law Corporation.

1.2 Headings

The divislon of this Agreement into Articles and Sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this
Agreement. The terms "this Agreement”, "hereof”, "hereunder” and similar expressions refer
to this Agreement and not to any particular Article, Section or other portion hereof and Include
any agreement supplemental hereto. Unless something in the subject matter or context Is
inconslistent therewith, references herein fo Articles and Sections are to Articles and Sections of

this Agreement, - :

13  Extended Meanings

In this Agresment words importing the singular numberonly shall Include the plural and viceversa,
words Importing the masculine gender shall include the feminine and neuter genders and vice
versa and words Importing persons shall include individuals, partnerships, associations, trusts,

unincorporated organizations and carporations.

14  Accounting Princlples

Wherever in this Agreement reference is made o a calculation to be made in accordance with
generally accepted accounting principles, such reference shall be deemed to be to the generally
accepted accounting prineiples from time fo time approved by the Canadian institute of Chartered
- Accountants, or any successor instifute, applicable as at the date on which such calculation is
made or required to be made In accordance with generally accepted accounting principles.

15+ Currency
All references 1o currency hereln are to lawful money of Canada.

1.6 Schedulss
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The following are the Schedules annexed hereto, incorporated in-this Agreemeht by reference,
and deemed to be part hereof: .

Schedule A — Motel Lands (Legal Description)
Schedule B — Permitted Encumbrances

Schedule C - Leases

ARTICLE 2 — PURCHASE AND SALE
24 . MotelProperty-

"Upon and subject to the terms and conditions hereof, at the Time of Closing the Vendor shall sell
fo the Purchaser and the Purchaser shall purchase from the Vendor, free and clear of any and &l
iens, mortgages, charges, security interests, and encumbrances, but subject to the permitted
encumbrances identified in Schedule B, all the right, title and interest of the Vender in and to the
property assets, rights and undertaking used by the Vendor in conducting the business of owning
and operating the Motel other than the Excluded Assels {collactively, the "Motel Property")
including without limitation the following:

(@)  the Motel Lands;

(b)  all plant, buildings, étructures. erections, improvements, appurienances and
fixtures situate on or forming part of the Motel Lands;

(6) all fixed machinery and fixed equipmant situate on cor forming part of the Motel
Lands;

(d) alFF&E;

(e)  thefullbenefit of all contracts to which the Vendor is entitled in connection with the
Moatel Praperty; '

. (f)  allInventories;

(@)  all prepaid expenses and.deposits paid by the Vendor relating to },the leases,
contracts, agreements and commitments related to the Motel which are assigned
to and assumed by the Purchaser hereunder; , :

() tothe extent they are assignable, the full benefit of all licenses, reglstrafions,
permits, quotas, telephone numbers, fax numbers and e-mail addresses used in
cannaction with the operation of the Motel In the usual and ordinary course;

()] all future room bookings and deposits for such bookings pertaining to the Motel;

) all the right, title, benefit and interest of the Vendor in and to all computer software -
used in connection with the Motel;

(k) . the goodwill of the Motel including, without limiting the generality of the foregoing,
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{ the exclusive right of the Purchaser to represent itseif as operating the
Motel in continuation of and in succession to the Vendor and the right to
use any words indicating that the business’ in the Motel Is so carried on
including, without limiting the generality of the foregoing, the use of the
trade name "Diamond Head Motor Inn; and '

(i) all records of sales; customer lists and suppller lists of or used In connection
‘with the Motel Property as are in the possession or under the control of the
Vendor;

()  all Leases; and

(m) all personnel records, books, malntenance manuals, documents and data bases
relating to the Motel Property as are in the possession or under the control of the
Vendor but not including original copies of the corporate, financial, taxation and
other records (including minute books) of the Vendor.

22 Purchase and Sale and Purchase Price

The Vendor shall sell the Mote! Propsrty to the Purchaser and the Purchaser shall purchase the

Motel Property from the Vendor for a total purchase price of ‘ o
F4.050 ,000 DOLLARS (plus any

GST, Provincial Saled Tax, and Property Transfer Tax payable in respect of the transaction),
subject to adjustment as provided herein (herelnafter referred to as the “Purchase Price”), upon.

and subject fo the terms and conditions hereof.

23  Payment of Purchase Price
(a)  The Purchase Price will be payable as follows:

) $405,000 bei @l percent (10%) of the Purchase Price (the
“Depasit”) within Business' Days-of executlon of this Agreement by
certified cheque or bank draft payable to the Vendor's Sollcitor( Owen Bird
Law Corporation), in trust, as a deposit to be held [n a hon-interest bearing
account and to be held pursuant to the terms and conditions of this

Agreement;

(i) the balance of Purchase Prics, subject to the adjustments provided for
hereln, by way of wired transfer of funds payable to the Vendor's Sclicitor,
in Trust, or at the request of the Vendor by:direct deposit to the account of
the Vendor's Solicitor at the Time of Closing.

(b}  The Deposit shall be held in trust by the Vendor's Solicltor. If the Purchaser falls
to comply with the terms of this Agreement due to no fault of the Vendor, the
Deposit shall be forfeited to the Vendor, without prejudice to any other right or
remedy of the Vendor and this Agreement shall thereafter be null and void and of
no force or effect. Ifthe Vendor fails to comply with the terms of this Agreement
due fo no fault of the Purchaser, then the Deposit shall be returned to the
Purchaser without condition or reduction and in full and final setilement of a
claims of the Purchaser hereunder. :
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2.4  Allocation of Purchase Price

The Purchase Price payable to the Vendor for the Motel Property shall be allocated by the Vendor
as between the various classes of assets being purchased. ‘ :

25 ncome Tax Fillngs

The Vendor and the Purchaser, in filing thelr respective income tax returns, will use the allccation
of the Purchase Price dsterminad by the Vendor pursuant to Section 2.4.

26 GST Election

The Vendor and the Purchaser will an or before the Time of Closing, jaintly execute an election,
in prescribed form and containing the prescribed information to have subsection 167(1.1) of the
Excise Tax Act (Canada) apply to the sale and purchase of the Motel Property hereunder so that
no tax is payable in respect of such sale and purchase under Part IX of the Excise Tax Act
(Canada). The Purchaser shall provide to the Vendor on or before the Time of Closing, evidence -
that the Purchaser Is registered under Part IX of the Excise Tax Act (Canada), including lts
registration number, falling which the Purchaser shall pay GST to the Vendor on the full amount
of the Purchase Price as and when required by the Excise Tax Act (Canada). The Purchaser will
fite such election with the Minister of Natlonal Revenue within the fime prescribed by the Excise

Tax Act(Canada).
2,7  Assumption of Obligations and Liabilities

The Purchaser will assume, fulfill and perfarmthe obligations and liabilities of the Vendor acéruing
on and after the Closing Date under the Leases.

2.8  Obligations and Liabilities Not Assumed

Exceptas otherwise expressly provided in this Agreement, the Purchaser does not assume and
will not be liable for any obligations, liabilities (whether accrued, actual, contingent or otherwise),
expenses, costs, penalties, claims or demands of the Vendor whatsoever incurred or accruing in,
or arising out of the Mote! Property or the operation of the Matsl prior to the Closing Date Including,
without limiting the generality of the foregoing, any taxes under the Income Tax Act (Canada) or
any other taxes whatsoever that may be or become payable by the Vendor including any income
or corporation taxes resulting from or arlsing as a conssquence of the sale by the Vendoar fo the
Purchaser of the Motel Property.

2.9 Purchaser's Right to Inspect

(a)  The Purchaser, at lts sole cost and expense, may make reasonable inquirles
(including requssts. for outstanding work orders) of any municipal, bullding
department, zoning depariment, governmental and environmental authorities
("Authoritles") in respect of the Motel Property as the Purchaser may consider
advisable. The Vendor agrees to provide, within three (3) Business Days of
execution and delivery of this Agreement, an authorization necessary fo enable
the Purchaser to carry aut such investigations provided that the Purchaser is not
authorized or permitted to request the Authorities to inspect the Motel Property.
Notwithstanding the foregoing, the Vendor hereby authorizes the Purchaser and
its agents to conduct all necessary-physical inspections of the building systems
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(b)

’ ..(c)

(d)

. located on the Motel Property provided that In doing so, the Purchaser shaj) take

all necessary steps fo prompfly repair, af its sole cost and expense, any damage
caused by the Purchaser or its agents. The Purchaser shall further indemnify and
save harmless the Vendor for any damages, claims or expenses arising fromorin
relation to any inquiries or inspections made In respect of the Motel Property by or
on behalf of the Purchaser.

The Vendor agreses to provide the Purchgsér and its agents with reasonable
access to management of the Motel, which at the option of the Vendor shall be in
the accampaniment of a representative of the Vendor.

The Purchaser shall keep confidential afl documents and information obtained from
the Vendor.or from Authoritles In connection with this transaction'including, without
fimitatlon, all documents and information obtalned prior to the execution of this
Agreemenit, including, without limitation, the existence of this Agresment, or the
price and terms of the sale contemplated hereby, or other property information
delivered pursuant to this Agreement, provided however that the Purchaser shall
he entitled to disclose all such documents and information to Its legal, financial and
other advisors and to prospective lenders as required in relation to the transaction
set outhereln. Ifthls Agreementis terminated without complstion of the transaction
contemplated herein then, promptly after such termination or if the purchase and
sale of the Property falls to complete for any reason whatsoever, all documents,
working papers and other material obtained by the Purchaser In connection with
this Agreement shall be returned to the Vendor and any coples and notes held by
or on behalf of the Purchaser shall be destroyed.

For the purposes of this Section 2.9, any nofice fo the Vendor shall be given to D.
Man_nlng & Assoclates Inc. and the Vendor shall make all arrangements as
required.

210 Closing

(a)

(b)

(e)

I0tRIRARA-A

The closing of the transaction contemnplated in this Agreement shall take place
remotely and simultaneously at the offices of the Vendor's Soliciter and the
Purchaser's Sollcitor at the Time of Closing on the Clasing Date. Each party shall
exchange, via courier or other personal delivery, original copies of all closing -
documents required to be delivered as original documents and delivery to the other

.party hereto on such dates as provided forin this Agresment.

If the Land Title and Survey Authority Officeis not open on the date set for the
Closing Date, the Closing Date shall be the first day thereafter that It Is open for

business. :

It shall be the Purchaser’s responsibility to prepare or cause to be prepared any
documents necessary to complete the transaction (other than the Vesting Order)
and to deliver such documents to the Vendor's Solicitor not less than five (5)
Business Days prior to the Closing Date. The Purchaser shall bear all costs of
preparation and registration of the closing documents: The Vendor shall bear its
own costs for discharging the charges it is required to discharge. All doctments
required to transfer the Motel Lands to the Purchaser will be delivered, when
required, in registerable form.



(d)

(e)

(f)

{018165636:3)

The Purchaser’s Solicitor shall deliver the following to the Vendor's solicitor on or
before five (5) Business Days prior to the Closing Date, , in the form and content
previously agreed on or otherwise acceptable to the Vendor's Solicitors, acting
reasonably:

(0 the Vendof’s Statement of Adjustments;

(ii) Asslgnment of Leases;

@iy  Joint Election executed by the Vendor pursuant to Section 167 of the
Excise Tax Act(Canada) in respect of the sale and purchase of the Motel

Property;

(iv)  a Bill of Sale to be executed by the Vendor In connection with all FF&E
provided however that ihe Vendor shall not be required to ldentify any
specific items by serlal number;

(v)  Assignment of all existing permits and licenses, if any which may be

available to the Purchaser, subject to receiving consents from third parties
for the assignment of any such permit or license, if required;

(v}  aCertificate of the Vendor that the Vendor is not a non-resident of Canada
for the purpose of the Income Tax Act; and

(vii) all other documents expressly contemplated by this Agreement or
reasonably required by the Purchaser's solicitor. :

The Vendor will, subject to the Vendor's approval of such documents, cause the
Vendor's Solicitors to deliver the items described in Section 2.10(d), duly executed
by the Vendor and, in registrable form wherever appropriate, together with the
certified copy of the Vesting Order, to the Purchaser’s Lawyers.

The Purchaser shall deliver the following to the Vendor's Sallcitors on or bsfore
the Closing Date, in the form and content previously agreed on or otherwlse
acceptable to the Vendor's Solicltors, in trust, acting reasonably:

)] the Purchaser's Statement of Adjustrnents;

(i) the balance of the Purchase Price by way of Purchaser's Solicltor trust

cheque payable to the Vendor's Saliciters, or direct deposit to the account
of the Vendar’s Sollcitor, In Trust, as adjusted in accordance with the terms

of this Agreement;
(i)  Assignment of Leases;

(v)  Joint Election executed by the Purchaser pursuant to Section 167 of the
Excise Tax Act{Canada) in respect of the sale and purchase of the Motel

Property;

(v)  GST Indemnity and Undertaking In respect of the matters more particularly
set forthin section 2.6;




(vi) afiled copy of a Certificate of No Appeal issued by the Court cerlifying no
_appeal has been filed In respact of the Vesting Order;

(vii)  all documents contemplated by Sectlon 2.10{b) which require execution by
the Purchaser, duly executed by the Purchaser; and .

(vil) all the documents, cerlificates, agreements or assurances expressly
contemplated by this Agreement or reasonably required by the Vendor's
Solicitor,

(@)  The closing dsliveries of the Vendor shall be forwarded by the Vendor's Solicitor
to the Purchaser’s solicitor in trust on reasonable trust conditions.

21 ' Possession

- Subject to the terms of this Agreement being complied with and the balance of the Purchase
Price, as adjusted, having being pald In accordance with the terms of this Agresment, the Vendor
shall on the Closing Date deliver possession of the Motel Praperty to the Purchaser subject only
to the tenants' rights pursuant to the Leasss and the rights of guests and other users or occupants

of the Motel on the Closing Date.
ARTICLE 3 - REPRESENTATIONS AND WARRANTIES

3.1 - Representations and Warraﬁtles.of.the Vendar

The Vendor represents and warrants to the Purchaseras at the daté of this Agreementand as at
the Closing Date that: :

(a)  the Vendor Is not a non-resident person within the meaning of section 116 of the .
Income Tax Act (Canada); and

(b)  the Vendor is registered under Part IX of the Excise Tax Act (Canada) with
" reglstration number 122473515 RT0006. .

The Vendor makes no representations as to residency of the owner(s) of the Motel Property and
will make no representations or declarations about that at closing. The Purchaser hereby’
warrants and represents to the Vendor that the Purchaser has mads reasonable inguiry within
the meaning of 5.116 (5) (a) of the Income Tax Actand is satisfied that the registered or '
" benefictal owner(s) of the Motel Properly is, or if morethan one are, Canadian residents, The
Purchaser agrees that upon completion the Purchaser will pay to the Vendor, subject only to
those adjustments to which the Vendor has agreed in writing, the full purchase price owing on
the purchase under this Agreement without holdback under s.116 {5) of the Income Tax Actor
related sections and, to the extent necessary, has incorporated any associated risk into the

Purchase Price. .

3.2 Purchaser's Representations and Warranties

The Purchaser represents and warrants to the Vendor as at the date of this Agresmentand as at
the Closing Date that: .
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(b}

(c)

(d)

the Purchaser is a corporation duly Incorporated, organized and subsisting under
the laws of the Province of British Columbla;

the Purchaser has good and sufficient corporate power, authority and right fo enter
into and deliver this Agresment and to complete the transaction fo be completed
by the Purchaser contemplated hereby; .

this Agreement constitutes a valid and legally binding obligation of the Purchaser,
and

the Purchaser is or will be on Closing reégistered under Part IX of the Excise Tax
Act(Canada) and that its GST registration number is T4147 £536 RToes |

The Purchaser acknowledges that the Vendor is relying' upon such
representations, warranties andfor covenhants without which the Vendor would not
have entered into this Agreement.

ARTICLE 4 - COVENANTS

41 Covenanis of the Vendor

(a)

(b)

(©)

(01846638:3)

Within ten (10) Business Déys of the date on which the last of the parties executes
and dellvers this Agreement, the Vendor will deliver to the Purchaser the following:

] coples of the site plans in the Vendor's possession or under its control; .

(ii) copies! of all Inspection reports in the Vendor's possession or under its
contral;.

(i}  copies of all Leases;

(W) alist of all of the employeas which, to the knowledge of the Vendor, are
Involved with the operation of the Motel, which list shall indicate whether
such employees are part-time or full-iime, on active duty or are on short-
term or long-term disabllity or on matemity or paternity leave, the annual
salary and other compensation, or the rate of pay if other than on an annual
basis, and the length of employment of each amployee. The Vendor shall
also provide complete copies of all employment and consulting confracts
in the Vendor's possession or under its control; .

The Vendor sells the Motel's assets on an “as is, where is" basis and there is no
warranty, express or implied, as io description, classification, quality, quantity;
condition, tifle, merchantability, fitness for purpose, value and without limiting the
foregoing, any and all siatutory conditions and warranties are to be waived by the

Purchaser. .

Without limiting the generality of any other provision hereof, if the Vendor or any
person on its behalf provides the Purchaser with any information (including, without |
fimitation, due dillgence materials Inits or thelr possession or control) concerning
the Motel Lands Property or the Motel Property, such as, without limitation, the
items listed in section4.1 (a) or any appraisals, erigineering reports, environmental




studies, .etcetera, such information (the “Information”) is provided strictly on the
understanding that neither the Vendor nor anyone on its behalf or for whom at law
they may be liable, makes any representation, declarations or warranties, express
or implicit, as fo the accuracy or completeness of such Information. The Vendor
expressly disclaims any and all liabllity for any errors or omissions related to or
conceming such Information including its lack of completeness. Nelther the
Vendor nor anyone acting on its behalf or for whom at law it may be liable, shall -
be under any obligation to take any actions whatsoever to consider the contents
of the Information, its accuracy, completeness or relevance, the Purchaser
assuming all such responsibility. The Purchaser will not make or advance any
claim a?alnst any third party with respect to such Information where such third- -
party might, in refation thereto, have aright to third party or otherwise makea c!amn

agaznst the Vendor.

42 Covenants of tbe Purchaser

()

(b)

(c}

(d)

The Purchaser shall Indemnify and save harmless the Vendor from and against

any and all obligations, liablfitles (whether accrued, aclual, contingent or otherwise)

expensses, costs, penalties, claims and demands whatsoever:

i) incurred directly or indlrectly in connection with or arising out of any breach .' . ‘
of any of its representatlons, warranties, covenants or agreements o

. contained in this Agreement; or

()  arising out of, resuiting from or relating to liabilittes of the Vendor expressly :
assumed by the Purchaser hereunder. - ‘

The Purchaser shall be fiable for and shall pay all land fitle registration fees in
connectlon with the conveyance and transfer of the Motel Property by the Vendor
fo the Purchaser, and all fees relating to the assignment of or cbtaining of, any
permits, licenses or other consents or permissions required by the Purchaser to
operate the Motel after the Closing Date.

The Purchaser shall preserve those of the documents, books and records which it
acquires from the Vendor in respect of this transaction for a pericd of six (6) years .
from the Closing Date, or for such longer period as is required by law, and shall
permit the Vendor and its authorized representatives reasonable access to those -
documents, books and records in connection with the affairs of the Vendor forsuch
perlod. The Vendor agrees to pay fo the Purchaser the Purchaser's reasonable
costs incurred in connection with providing access to such documents, books and

records.

The Purchaser shall be responsible forobtaining, and for any costassoclated with, .
any consent or approval which may be required for the assignment of any

- franchise, license, permit, agreement, contractor commitmentwhatsoeverforming

part of the Motel Property.

. 43  Employees

(a)

n4n4agoc.nN

As of and from the Time of CIostng,thé Purchaser shall be responsible forallitems

in respect of Employess, including, without limiting the generallty of the foregoing,

~




(b)

premiums for Employment Insurance, payroll tax and Canada Pension Plan,
accrued vacation pay, wages, salaries and commissions, employee beneflt plan
payments, required notice of termination and severance for each of the Employees

-accruing up to and following the Time of Closing. .

Ptlor to the Closing Date, the Vendor shall make all deductions required by law or
by contract to be made from employee wages or salaries and will remit the
amounts deducted and all related employer contributions required to the
authorities ar entities entitled to receive payment of such amounts.

ARTICLE 5§~ CLOSING ARRANGEMENTS

81 Examination of Records and Motel Property

The Vendor shall permit the Purchaser, through its agenis and representatives and upon
reasonable notice, to continue to make such reasonable investigation prior to the Time of Closing

of the Matel Property as the Purchaser considers necessary or advisable.

5.2 Riskof Loss

" (a)

o

(c)

Until the Time of Closing the Mote} Property shall remain at the risk of the Vendor
and the Vendor shall maintain the policies of insurance currently maintained by it
in respect of loss or damage to or any other casualty in respect of the Motel

Property.

in the event of any damage or destruction ("Damage”) to the Motel Properly
occurring before the Time of Closing in respect of which the Vendor and the-
Purchaser, acting reasonably, estimate that the cost of repalr would be
$500,000.00 or more, the Vendor shall forthwith give written notice to the
Purchaser and the Purchaser shali have the option, exercisable by written notice
delivered to the Vendor within five (5) Business Days of recelpt of the Vendor's.
notice, of either terminating this Agreement or closing the transactions
contemplated hereby in which latter event, the net proceeds of the insurance
policies malntained by the Vendor shall atsuch time as they are paid to the Vendor,
be pald to and become the property of the Purchaser.

In the event of any Damage to the Motel Property accurring before the Time of
Closing In respect of which the Vendor and the Purchaser, acting reasonably,
estimate that the cost of repalr would be less than $500,000.00 and which would
not have a material adverse effect on the abillity of the business of the Motel to be
conducted in the ordinary course thereof following such damage, the Purchaser
shall close the transaction contemplated hereby and the net proceeds of the
insurance policies maintained by the Vendor shall, at such ime as they are paid
to the Vendor, be paid to and becoms the property of the Vendor,

53  Adjustments to Purchase Price

()
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The Purchase Price shall be adjusted to take account of real estate and property
taxes, utilities, fue), rent payments and recelpts, prepald rents, and advance
deposits as of the Closing Date, with the Closing Date being for the account of the
Purchaser. Room revenues for the night praceding closing shall be divided equally




(b)

(c)

between the Vendor and the Purchaser. The Vendor shall be entilled to all
revenues from the Motel Property through and Including the last full day prior to'
the Closing Date.” Vendor shall receive the Income and shall be charged for the
expenses attributable to any restaurant or bar facility which remains open after
11:59 p.m. on the day preceding the Closing Date (the "Cut-Off Time") until such
facilities are closed on the Closing Date. At Closing, there shall be included in the
Motel Property and there shall be added to the Purchase Price: '

® at face value, the petty cash funds at the Motel Property as of the Cut-Off
Time; and

(# atfacevalue, the guest ledger recelvables as of the Cut-Off Timeforguests
staying at the Motel Property on the Closing Date with the appropriate -
shared allocation forthe Closing Date described above. :

The additions to the Purchass Price consisting of the petty cash funds and guest
ledger recelvables as determined above shall be pald to the Vendor at closing by
a credit to the Vendor In the computation of the adjustments on the Closing Date.
Except for the petty cash funds and guest ledger recelvables, all cash, cheques
and other funds (whether in the form of notes or other securlty)located at the Motel
Property or pertaining to the Motel Property as of the Cut-Off Time and balances
on deposit fo the credit of the Vendor with banking institutions shell, at the Time of
Closing, be retained by the Vendor and are not included In this purchase and sale.
No adjustment shall be made for any revenues, other than the guest ledger
recelvables described above, which remain uncollected as of the Cut-Off Tims;
provided, however, the Vendor shall be obligated to relmburse Purchaser for alil
guest ledger receivables purchased at face value by Purchaser at Closing but
uncollected by the Vendor within ninety (90) days after the Closing Date so long
as Purchaser has made a good faith effort to collect all amounts owing and unpaid
under such guest ledger receivables. Purchaser shall, contemporaneously
reassign to Vendor all guest ladger receivables for which Vendor reimburses the
Purchaser according to the immediately preceding sentence. If either the Vendor
or the Purchaser receives revenues from the Motel Property on or after the Closing
Date and the other party Is entitfed to such revenues, the receiving party shall
Immediately remit sald tevenues to the other party. All sums received by the
Vendor or the Purchaser after the Closing Date which are not designated by the
remitting party to be credited against particular obligations shall be deemed
applicable to the oldest obligations first,

Notwithstanding the terms hereof, the Vendor covenants that it will not commence
a lawsuit or collection proceeding against any retall or office tenant of the Motel
Property with respect to such sums without prior written consent of the Purchaser,
which consent shall not be unreasonably withheld.

54  Post-Closing Adjustmenis

The Vendor and the Purchaser agree that, to the extent items are prorated or adjusted at Closing
on the basis of estimates, or are not prorated or adjusted at Closing pending actual recelpt of
funds or compilation of information upon which such prorations of adjustments are to be based,
each of them will, upon a proper accounting, pay to the other such amounts as may be necessary
such that the Vendor will recelve the benefit of all income and will pay all expenses of the Motel
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Property through and Including the last full day prior to the Closing Date and Purchaser will receive -

the benefit of all income and will pay all expenses of the Matel Property from and afterthe Closing
Date. If the Purchaser receives any bill. or involce that relates to periods prior to the Closing

Date, the Purchaser will refer such bill or invoice to the Vendor and the Vendor agrees to pay
such bill or invoice promptly upon receipt unless 1t is bona fide disputing same in which latter
event it shall diligently prosecute such dispute. Any rental or other income including, but not
limited to, percenfage rentals, overage rentals, common area maintenance charges, tax
relmbursements, utility charges, and other amounts payable to the owner of the Motel Properly
that are payable for the perlod prior to the Closing but, as of the Closing Date, have not been
recelved by the Vendor, whether because such amounts ara delinquent or because such amounts
are not yet dus, shall not be prorated at Closing, but shall be equitably adjusted after the Closing
“(but as of the Closing Date) when and If such amounts are received by the Purchaser. With
respect to any Receivables due and owing as at the Closing Date, to the extent that they are not
collacted by the Purchaser within 90 days after the Closing Date and remitted to the Vendor to
the extent the Vendor is entitled fo the same, then the Vendor shall be entilled to pursue such
Recelvables to the fuli extent possible.

55 Purchase from a Recelver and Manager and the Vesting Order

No}wlilthstanding any term or condition to the contrary in this Agreement ths partles hereto agres
as follows:

(@)  The Vendoris the Court-Appointed Receiver and Manager without security of the
Assets, Properties and Undertakings of 371392 B.C. Lid. dba Diamond Head
* Motor Inn (*D. Manning & Assoclates Inc.”) pursuant to a court order (the
"Receivership Order”) in Proceeding No. H-200252 (Vancouver Registry) (the
“Praceeding”) of the Court and not in its personal capacity, and the Vendor agrees
to present this Agreement to the Court for approval and for the granting of the
Vesting Order, and in $o0 dolng Is not contractually or otherwise liable to any parly
in any way. Notwithstanding anything hereln to the ¢ontrary, the Purchaser
acknowledges that the Vendor Is acting only in such representafive capacity
pursuant to the Recelvership Order and that the Vendor shall have no liability
whatsosver under, as a resuilt of or In relation to the entering into or carrying out
the transaction which is the subject matter of this Agreement.

(b) The Vendor shall daliver tifle to the Motel Property free and clear of all
encumbrances of the parties to the Proceeding in accordancewith the terms of the
Vesting Order except subsisting conditions, provisos, restrictions, exceptions and
reservations, including royalties, contained In the original grant or contained in any
other grant or disposilion from the Crown, registered or pending restrictive
covenants and rights-of-way In favor of utlities and public authorities, existing
tenancies, if any, and exceptas otherwise set out hereln. )

. (c)  Ifthere are existing registered financial charges to be paid under the terms of the
Vesting Order, the Vendor may wait to pay such existing financlal charges until
immediately after receipt of the Purchase Price but, in this event, the Vendor may
pay the Purchase Price to the Vendor's Sollcitors in trust, ‘'on undertakings to pay
those financial charges in accordance with the Vesting Order. .

(d)  Ifthe Purchaseris relying upon a new mortgage to finance the Purchase Price, the
Purchaser, while stilt required to pay the Purchase Price on the Closing Date, may
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(e)
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wait to pay the Purchase Price to the Vendor until after the Vesting Order and new
mortgage documents have been lodged for registration in the appropriate Land
Title Office, but only if before such ladging the Purchaser has (a) made available
fortender to the Vendor that portion of the Purchase Price not secured by the new
mortgage, and (b) fulfilled all of the new mortgagee's conditions for funding except
lodging the mortgage for registration, and (c) made avallable to the Vendor a
lawyer's or notary’s undertaking fo pay the Purchase Price upon the lodging of the
transfer and new mortgage documents and the advance by the mortgagee of-the
mortgage proceeds.

. The Purchaser accepts the Motel Property “as is, where is" as of the Closing Date

and covenants and agrees to save the Vendor harmless from any and all claims
resulting from or relating to the age, fitness, cendition, zoning, lawful use, or
circumstances and location of the Motel Property, and agrees to accept the Motel
Property subject to any cutstanding work orders or notices or infractions as of the
date of closing and subject to the existing municipal or other governmental by-
laws, restrictions or orders affecting its use, including subdivision agreements,

* covenants, caveats, rights of way and easements.

The Purchaser acknowledges that the Vendor is makingno representations and/or
warranties of any nature or kind whatsoaver with respeact to the Motel Property.
The Purchaser acknowledges that it has relled entirely upon its own inspection and
Investigation with respect fo quantity, quality and value of the Mote! Property and
its suitability for any purposs, Including cccupancy, development, or derivation of

value.

" The Purchaser acknowledges and agrees that the Vendor makes no

representations andfor warranties of any nature or kind whatsoever with respect
to the title, fitness, condition (including environmental and economic condition),
Zoning or lawful use of the Motel Properly and agrees to accept the Motel Property
in a “as is, where is* condition and subject to any outstanding work orders or
notices of infractions as of the date of closing and subject to the existing muniicipal

. or other governmental by-laws, restrictions or orders affecting its use, including

sub-division agreements, covenanis, caveats, rights of way and easements.
Without limiting the generality of the foregolng or any other provision hersof, the
Vendor acknowledges and agrees that there are no representations or warranties
with respect to:

()] the fitness, condition, zoning, licencing, or lawful use of the Motel Property,
the Purchaser's intended uses or development or redevelopment thereof;

(i)  whether the Motel Lands comply with any existing land use or zoning by-
laws or regulations or municipal development agreements or plans;

-{ily  the location of any buildings and other improvements on the Motel Lands

and whether such locations comply with any applicable municigal bylaws
or regulations;

(v}  whether or not any bulldings or improvement located on the Motel Lands
encroach onto any neighbouring lands or any easements or rights of way;




(h)

()

(k)

U]

(m)

(n)
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(v)  whether or not any buildings or Improverﬁent located on any neighbouring
- lands encroach onto the Motel Lands;

(vi) ' the slze and dimensions of the Motel Lands or any buildings or
improvements located thereon; .

(vil)  whether or not the Motel Lands (including any buildings located therecn)
are contaminated with any hazardous substance as so defined under the
laws of the Province of Britlsh Columbia or Insulated with urea
formaldehyde insulations; or _

(vilii income or expenses related to the Mote! Property and/or any businesses
conducted thereon,

The Purchaser acknowledges that the Vendor is making no representations and/or
warranties of any nature or kind whatsoever with respect to the Motel Property.
The Purchaser acknowledges that it has relied entirely upon its own inspection and
Investigation with respect to quantity, quality and value of the Motel Property and
its suitability for any purpose, including occupancy, development, or derivation of
value. . '

The Purchaser acknowledges that the fixtures and chattels presently on the
premises are to be taken by the Purchaser at the Purchaser’s own risk completely,
withaut representation or warranty of any kind from the Vendor as to the ownership
or state of repair of any such fixtures and chattels. Without limitation, to the extent
that the Vendor is unable to convey title to any chattels, separate arrangements
will have to be-made by the Purchaser with any owner of any chatfels-in order for

the Purchaser to take tile to any chattels.

The Purchaser acknowledges that any information supplied to the Purchaser by
the Vendor or its agents or representatives is and was supplied without any
representation or warranty, and that the responsibility for verification of any such
Information shall be wholly the responsibility of the Purchaser.

The Purchaser hereby waives any requirement for the Vendor to provide to the
Purchaser a site profile for the Motél Lands under the Environmental Management
Actof the Province of British Columbia and any regulations in respect thereto.

The Vendor shall provide the Purchaser with only those keys to the premises
comprising the Motel Property that are in its possession.

This Agreement Is subject to the Vendor obtaining the Vesling Order. This
condition Is for the sole benefit of the Vendor. If the Vendor is unable to obtain the
Vesting Order, then the Deposit shall forthwlih be returned to the Purchaser and,
upon such payment, the Vendor and Purchaser shall also be released from all

other obligations hereunder.

The Vendor intends to maximize the proceeds of sale within the Court approval
pracess. This Agreement will become public information prior to the Court approval
date, and the Purchaser acknowledges and agrees that other prospective
purchasers may attend in Courtin person or by agent at the hearing of the motion
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forthe granting of the Vesting Order and such prospective purchasers may make
competing offers which may be approved by the Court. The Vendor may be
compelled to advocate that the Court consider other offers in order to obtain the
highest price for the Motel Property. The Vendor gives no undertaking fo advocate

. the acceptance of this Agreement. To protect its intersst In purchasing the Motel

Property, the Purchaser acknowledges and agrees that a representative should
attend at the Court hearing for the granting of the Vesting Order on behalf of the
Purchaser and be prepared there to make such amended or increased offer to
purchase the Motel Praperty as the Court may permit or direct, and it is

- recommended that the Purchaser seek independent legal advice to advance its

own offer to the Court,

Acceptanceof this Agreement by the Vendor Is pursuant to the Receivership Order
and not as owner of the Motel Property and will become effective from the time the
Vesting Order is granted. Until such time, the Vendor is subject to the jurisdiction
and discretion of the Court to entertaln other offers and to any further Orders the

‘Court may make regarding the Motel Property. Givenits position and relationship

to other parties in the Proceeding and as an officer of the Court, the Vendor may
be compelled to advocate that the Court consider other offersin order to obtaln the
highest price for the Motel Property. The Vendor gives no undertaking to advocate
the acceptance of this Agreement. In that regard, the Purchaser must makelts own_
arrangements to support this Agreement in Court. The Purchaser acknowledges
that another party or parties may attend the Court on the date scheduled to hear
the Vendor's application for the Vesting Order for the purpose of submifting an
offer or offersto purchase the Motel Property. Notwithstanding the foregoing, the
Agreement shall be deemed irrevocable by the Purchaser except as expressly
otherwise stated In the Agreement.

This Agreement may be terminated at the Vendor's sole option if:

0 at any time prior to the Vendor obtaining the Vesting Order, the Vendor
determines it Is inadvisable to present this Agreement to the Court;

(1)  atany time prior to the Vendor obtalning the Vesting Order, the security
which is the subject of the Proceeding is redeemed; or

(i)  the Court makes an order cancelling or changing the Vendor's power of
sale;

and in any such event the Vendor shall have no further obligations or liability to the
Purchaser under this Agreement or otherwise. This conditlon Is for the sole benefit

of the Vendor.

In the event that:

(i) the mortgagor or any other person shall become entitled to redeem, assign
or place the mortgage in good standing and does so prior to the completion

of the sale; or _ :

(iIy  the Vendor is unable to complete the sale pursuant to the Vesting Order;



then the Vendor shall have the right to terminate this Agreement and upon giving
written nofice to the Purchaser that it Is so doing, this Agreement shall be
cancelled, without Interest or deduction. Written notice shall be-deemed to be
validly given if recelved by the agent or solicitor or notary for the Purchaser.

(9] The Vendor shall not be required to furnish any tille documents and shall enly be
required to provide such deeds, copies thereof, or evidence of title as are in Its

possession or control.

(s)  The Purchaser acknowledges and agrees that time will be of the essence hereof,
and unless the balance of the cash payment is paid or such formal agreement to
pay the balance as may be necessary Is entered Into on or before the Closing
Date, the Vendor may atits option either terminate or reaffirm this Agreement, and
in either event the amaunt pald by the Purchaser, including without limitation the
Deposit will be absolutely forfeited to the Vendor on account of damages without
prejudice to any of the Vendor's other remedies.

{t) The Purchaser acknowledges and agrees to provids the net sale proceeds fo
Owen Bird Law Corporation, In Trust, by way of wired transfer of funds.

(W  No property disclosure statement concerning the Motel Property forms part of this
Agreement. :

(v)  In the event of any conflictor inconsistency between the terms of this section 5.5
and any other term In this Agreement, the terms of this section 5.5 shall prevail.

ARTICLE 6—- GENERAL

6.1  Further Assurancés

Each of the partles hereto shall from time to time execute and deliver all such fuither documents
and instruments and do all acts and things as the other parties may, efther befaore or after the
Closing Date, reasonably require to effectively carry out or better evidence or perfect the fullintent
and meaning of this Agreement. o

6.2 Time of the Essence
Time shall be of the essence of this Agreement.

6.3 Legal Fees

Each of the parties hereto shall pay thelr respective legal and accounting costs and expenses
incurred in connection with the preparation, execution and delivery of this Agreement and all
documents‘and Instruments executed pursuant hereto and any other ccsts and expenses
‘whatsoever and howsoever incurred.

64  Public Announcements

Exceptas required by applicable regulatory authorities, no public announcement.or press release .
concerning the sale and purchase of the Motel Property shall be made by any of the parties hereto
without the prior written consent and Joint approval of all other parties hereto, Notwithstanding the
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foregolng, the Vendor acknowlsdges that the Purchaser may. disclose the fact of the sale and
purchase for the purpose of the Purchaser's due diligence and financing and obtaining any
necessary consents, licenses and approvals to the transaction.

6.5 Benefit of the Agreement

This Agreement shall enure to the benefit of and be binding upon the respective helrs, executors,
administrators, successors and permitted assigns of the parties hereto.

6.6 Entire Agreement

This Agreement together with the, Schedules attached hereto constitutes the entire agresment
between the partles hereto with respect to the subject matter hereof and cancels and supersedes
any prior understandings and agreements between the parties hereto with respect thereto. There
are no representations, warrantles, terms, conditions, undertakings or collateral agreements,
express, implled or statutory, hetween the parties other than as expressly set forth in this

Agreement.
6.7 “Asls Wherels"

The Purchaser acknowledges and agress that the Motel Property is being purchased on an "as
is, where [s" basis and that in completing the transaction contemplated in this Agreement, the
Purchaser refles solely on its own investigation. Any reports provided to the Purchaser by the
Vendor are not warranted to In any way by the Vendor and the Vendor has not obtained letters of
transmittal respecting the same.

68 Amendments and Waiver

No madification of or amendment to this Agreement shall be valid or binding unless set forth in
writing and duly executed by each of the parties hereto and no waiver of any breach of any tem
or provisioh of this Agreement shall be effective or binding unless made in writing and signed by
the party purporting to give the same and, unless otherwise provided, shall be limited to the -

specific breach waived.

.6.9 Assignment

Notwithstanding the foregoing, the Purchaser may on reasonable notice to the Vendor assign any
of Its rights or obligations under this Agreement to any direct or indirect subsidiary or afffiate of
‘the Purchaser in Its sole and absolute discretion and without the consent of the Vendor; provided
however that notwithstanding any such assignment, the Purchaser shall remain liable to perfom
the Purchaser's obligations hereunder ‘and such assignment shall in no way release the
Purchaser from such obligations. ‘ :

6.10 Notices

Any demand, notice or other communicatiori to be given in connection with this Agreement shall
be given in writing and shall be given by personal delivery, by registered mall ar by fax addressed
to the reciplent as follows:

To the Vendor:
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- . D. Manning & Assoclates Inc. . .
Court-Appointed Receiver and Manager of the Assets, Undertakings and Praoperties-of .
371392 B.C. Lid. dba Diamond Head Motor Inn
Suite 520 — 625 Howe Sireet
Vancouver, B.C. V6C 276

Attention: Mr. Alex E.H. Ng, LIT, CIRP
Fax number: (604) 683-8327

To the Vendor's Solicitors:

Owen Bird Law Corporation

Sulte 2800, 5§95 Burrard Street

P.O. Box 49130 .
Vancouver, B.C. V7X 1J5

Attention: Mr. Alan A. Frydenlund, QC

Fax number: (604) 683-0570

To the Purchaser:
¢ ﬂeéakvp Fevarie Pfoferﬁeg, (el
Attention: ¢ Tpmes Reo[gkép

Fax number: ¢ |
E-mail address: ¢ James @, redakop A&chflﬂn‘l’_ corn-

To the Purchaser’s Solicitors:

¢ Gowl-mj LG

Attention: .+ Murmr Braafen
Fax number: ¢
E-mail address: ¢ Mwmy. E)ran:h:h@ ﬂ""’[ i,»% ‘”[f}' .

or to such other address, Individual or fax number asmay be deslgnated by notice given by sither
party to the other. Any demand, notice or other communication given by personal delivery shall
be conclusively deemed to have been given on the day of actual delivery thereof and, if given by
registered mall, on the fifth Business Day following the deposit thereof in the-mall and, if given by
fax, on the day of transmittal thereof if given during the normal business hours of the recipient
and on the Business Day during which such normal business hours next oceur if not given during
such hours on any day. If the party giving any demand, notice or other communication knows or
ought reasonably to know of any difficulties with the postal system which might affect the delivery
of matl, any such demand, notice or other communication shall not be mailed but shall be given

by personal delivery or by fax.
811 Governing Law and Attornment

This Agreement shall be governed by and construed In accordance with the laws of the Province
of British Columbia and the laws of Canada applicable therein,
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6.12 Severabhility

If any provision of this Ag‘reement is found to be illegal or unenforceable, such provision shall be
severed from this Agreement and such finding shall not affect the legality or enforceabllity of any
other provision of this Agreement.

6.13 Counterparts and Facsimile

This Agreement may ha executed in separate counterparts, each of which shall be an original
hereof. Delivery of executed coples of this Agreement by facsimile transmisslon shall be as
- effective asif delivered-personally.

IN WITNESS WHEREOF the parties have executed this Agreement.

Purchaset's Signature, 7»

;‘EIMKS R!Jeknn
Prtint Name p‘ol&ké‘o F.s.‘frarl'o {)/ofzrt‘ies xf .

 Witness: __|\ :lson In(q Duecter
Print Name: Title:

I/We have authority to bind the corporation

el

D. MANNING & ASSOCIATES INC.

IN ITS CAPACITY AS RECEIVERAND
MANAGER OF THE ASSETS, UNDERTAKINGS
AND PROPERTIES OF 371392B.C.LTD.

dba DIAMOND HEAD MOTOR INN

{notin its personal capagcity)

Per: ’{,U(%M/\; %QU/
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SCHEDULE A
LEGAL DESCRIPTION

Legal Description:
PID: 003-439-411
‘Lot 114 Except: Part Road On Plan 87258
District Lot 165 Group 3
New Westminster District
Plan 64278
Civic Address:

32550 Logan Ave, Mission, British Columbia, V2V 1C6
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SCHEDULEB-
PERMITTED ENCUMBRANCES

All charges, llens and interests listed in the attached Title Search dated , (except for
Mortgage CA7036289, Assignment of Rents CA7036290, and Certificate of Pending Litigation
CA8261858) and all subsisting conditions, provisos, restrictions, exceptions and reservations,
including royaliles, contained in the original grant or contained in any other grant or dispaostiion
from the Crown, registered or pending restrictive covenants and rights-of-way in favor of utilities
and public authorities, existing tenancies or sub-tenancies, if any.
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SCHEDULEC
LEASES

Short Term Lease Agreementwith Provincial Rental Housing Corporation
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