Court File No. CV-14-10766-00CL

ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:
TRISURA GUARANTEE INSURANCE COMPANY

Applicant
-and -

EBERSOLE EXCAVATING INC. AND D&S RAILWAY CONSTRUCTION INC.

Respondents

IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION 47 OF THE
BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS AMENDED; AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

AND IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, ¢. B-3, AS AMENDED; AND SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

AFFIDAVIT OF KATELIN Z. PARKER

I, Katelin Z. Parker, of the City of Mississauga, in the Regional Municipality of Peel,

MAKE OATH AND SAY:

1. I am a Legal Assistant with the law firm of Fogler, Rubinoff LLP and, as such, have

knowledge of the following matters.

2. Attached hereto and marked as Exhibit '""A" is a copy of the recent email correspondence
between Joshua R. Freeman of our offices and Tony Van Klink of Miller Thomson, lawyers for

the Bank of Montreal, together with David Dunnet, lawyer for Sandra Ebersole.
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3. Attached hereto and marked as Exhibit "B'" are copies of the Security Agreements
between the Bank of Montreal, Ebersole Excavating Inc. and D&S Railway Construction Inc.,

copies of which were sent to our offices by Mr. Van Klink on April 24, 2015.

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario on April
29,2015 \

; _ .
Commissioner for Taking Affidavits ’ E Z. PARKER
(or as may be)

JOSHUA R. FREEMAN



This is Exhibit “A” referred to in the Affidavit of Katelin Z. Parker
sworn April 29, 2015

%—_‘

Commissioner for Taking Affidavits (or as may be)

JOSHUA R. FREEMAN



Freeman, Joshua R.

From: Tony Van Klink <tvanklink@millerthomson.com>

Sent: Friday, April 24, 2015 2:49 PM

To: Freeman, Joshua R.

Cc McPherson, D. Brent; 'David G. Dunnet’; Sandy Ebersole

Subject: RE: D&S Railway - PPSA Security - Our file #14275

Attachments: scan_20150424_144628.pdf; scan_20150424_144612.pdf; scan_20150424_144536.pdf

As requested, copies of GSA's attached.

Tony Van Klink

Miller Thomson LLP

One London Place

255 Queens Avenue, Suite 2010
London, Ontario NB6A 5R8

Direct Line: 519.931.3509

Fax: 519.858.8511

Email: tvanklink@millerthomson.com
www.nillerthomson.com

From: "Freeman, Joshua R." <jfreeman@foglers.com>
To: “David G. Dunnet" <david.dunnet@dunnetlaw.com>, "tvanklink@millerthomson.com" <tvanklink@millerthomson.com>

G "McPherson, D. Brent" <bmcpherson@foglers.com>, Sandy Ebersole <sandyebersole@sympatico.ca>
Date: 04/24/2015 02:27 PM
Subject: RE: D&S Railway - PPSA Security - Our file #14275

Thanks, David.

Joshua R. Freeman
Fogler, Rubinoff LLP
Direct: 416.864.7621

From: David G. Dunnet [mailto:david.dunnet@dunnetlaw.com]
Sent: Friday, April 24, 2015 1:45 PM

To: tvanklink@millerthomson.com

Cc: Freeman, Joshua R.; McPherson, D. Brent; Sandy Ebersole
Subject: Re: D&S Railway - PPSA Security - Our file #14275
Importance: High

Tony,



I act for Sandra Ebersole. Further to the exchange of e-mails I assume you are aware of the pending motion
involving the assets and proceeds thereof for Ebersole Excavating and D&S Railway as well as Sandra Ebersole
and Darrell Ebersole. The primary participants dealing with the current litigation are Trisura Guarantee
Insurance Company and Maynards for whom Josh Freeman acts. CRA has an interest with respect to their
priority and the disposition of the proceeds paid to Ebersole and D&S. BMO held security which was
discharged after payment of some of the proceeds of sale. At the request of Mr. Freeman my client as the
officer and director of both companies has consented to BMO providing whatever information the bank has
regarding the security which it registered against the company with respect to the assets of the company.

If there is anything further your require with respect to both your e-mail and Mr. Freeman’s e-mail you can
advise me as time is sensitive for the bank to provide that information with the consent of the companies.

Regards,

David G. Dunnet

Dunnet Law

Professional Corporation

648 Shenandoah Drive,

Mississauga, Ontario

L5H 1Vv9

Tel: 905-990-1902

Cell: 416-433-4314

Fax: 905-990-2072

Email: david.dunnet@dunnetlaw.com
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The information contained in this email message and any attachments are privileged, confidential and governed by the
laws of solicitor-client privilege. It is intended only for the use of the individual(s) named above. If you are not the
intended recipient, or the employee or agent responsible to deliver it to the intended recipient(s), you are hereby notified
that any dissemination, distribution or copying of this communication is prohibited. If you have received this
communication in error, please notify us immediately by telephone or email and return the original message to us at
info@dunnetlaw.com, without making a copy and deleting this message forthwith.

On Apr 23, 2015, at 2:31 PM, Freeman, Joshua R. <jfreeman@foglers.com> wrote:

David:

Please see below. We have sought some information from BMO’s counsel in respect of BMO’s security over the assets
of the companies and/or principals (now discharged). As a result of privacy concerns, counsel is reluctant to provide
same {o us. However, as you act for Sandra Ebersole, a principal of each corp, we would appreciate if you, on Sandra’s
behalf, would please authorize Tony to disclose/produce the requested info/docs to us. As with everything in this file, the
tight timelines have created some urgency. Thanks.

Joshua R. Freeman
Fogler, Rubinoff LLP
Direct: 416.864.7621

From: Tony Van Klink [mailto:tvanklink@millerthomson.com]
Sent: Wednesday, April 22, 2015 2:21 PM

To: Freeman, Joshua R.

Cc: McPherson, D. Brent

Subject: Re: D&S Railway - PPSA Security

Josh, while | would like to assist and provide you with the information you have requested, | cannot find any basis to do
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so. The Bank no longer has any interest in the assets at issue. The Bank's duty of confidentiality and PIPEDA do not allow
it to provide the information you have requested.

Tony Van Klink

Miller Thomson LLP

One London Place

255 Queens Avenue, Suite 2010
London, Ontario N6A BR8

Direct Line: 519.931.3509

Fax: 5192.858.8511

Email: tvanklink@millerthomson.com
www. millerthomson.com
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From "Freeman, Joshua R." <jfreeman@foglers.com>
To: "tvanklink@millerthomson.com" <tvanklink@millerthomson.com>
Cor "McPherson, D. Brent" <bmgpherson@foalers.com>

Date: 04/21/2015 12:57 PM
Subject: Re: D&S Railway - PPSA Security

Tony:

May I please hear back from you? As you know, we need this info/doc(s) asap.
Joshua R. Freeman

Fogler, Rubinoff LLP

Direct: 416.864.7621

Sent from a wireless device

On Apr 15, 2015, at 3:52 PM, Freeman, Joshua R. <jfreeman@foglers.com> wrote:

Tony:

As discussed, we act for Maynards, who has an interest in assets of D&S Railway Construction Inc., Ebersole Excavating
Inc. and/or Darrel Ebersole, as a result of Maynards’ purchase of same in or around Oct, 2014. As you will recall, your
client, BMO, was paid out from the proceeds of this transaction and its security over this collateral was discharged. We
understand that BMO held GSAs over the assets of the two corporations (no security in the assets of Darrel

personally). At your earliest convenience, please confirm that our understanding is accurate and provide to us copies of
the underlying security agreement(s). Thanks in advance for your assistance.



éimaée001 _png> Joshua R. Freeman
Fogler, Rubinoff LLP

Lawyers

77 King Street West

Suite 3000, P.O. Box 95

TD Centre North Tower
Toronto, ON M5K 1G8

Direct: 416.864.7621

Main: 416.864.9700

Toll Free: 1.866.861.9700
Fax: 416.941.8852

Email: ifreeman@ioalers.com

foglers.com

[attachment "image001.png" deleted by Tony Van Klink/mtca}

You can subscribe to Miller Thomson's free electronic communications, or unsubscribe at any time.
CONFIDENTIALITY: This e-mail message (including attachments, if any) is confidential and is intended only
for the addressee. Any unauthorized use or disclosure is strictly prohibited. Disclosure of this e-mail to anyone
other than the intended addressee does not constitute waiver of privilege. If you have received this
communication in error, please notify us immediately and delete this. Thank you for your cooperation. This
message has not been encrypted. Special arrangements can be made for encryption upon request. If you no
longer wish to receive e-mail messages from Miller Thomson, please contact the sender.

Visit our website at www.millerthomson.com for information about our firm and the services we provide.

Il est possible de s’abonner aux communications électroniques gratuites de Miller Thomson ou de s’en
désabonner a tout moment.

CONFIDENTIALITE: Ce message courriel (y compris les piéces jointes, le cas échéant) est confidentiel et
destiné uniquement a la personne ou a l'entité a qui il est adressé. Toute utilisation ou divulgation non permise
est strictement interdite. L'obligation de confidentialité et de secret professionnel demeure malgré toute
divulgation. Si vous avez recu le présent courriel et ses annexes par erreur, veuillez nous en informer
immédiatement et le détruire. Nous vous remercions de votre collaboration. Le présent message n'a pas été
crypté. Le cryptage est possible sur demande spéciale. Communiquer avec 1’expéditeur pour ne plus recevoir
de courriels de la part de Miller Thomson.

Pour tout renseignement au sujet des services offerts par notre cabinet, visitez notre site Web a
www.millerthomson.com
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This is Exhibit “B” referred to in the Affidavit of Katelin Z. Parker
sworn April 29, 2015

Commissioner for Taking Affidavits (or as may be)

JOSHUA R. FREEMAN
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m Ontario Personal Property
mm Bank of Montreal Security Act Security Agreement
SECURITY AGREEMENT

_The undersigned (hereinafter called the “Debtor”) hereby enters into this Security Agreement
with Bank of Montreal (hereinafter called the “Bank”) for valuable consideration and as security for
the repayment of all present and future indebtedness of the Debtor to the Bank and interest thereon -
and for the payment and discharge of all other present and future liabilities and obligations, direct or
indirect, absolute or contingent, of the Debtor to the Bank (all such indebtedness, interest, liabilities
and obligations being hereinafter collectively called the ”Obligations”). This Sécurity Agreement is
entered into pursuant to and is governed by the Personal Property Security Act (Ontatid) insofar as
it affects personal property located in Ontario. C :

1. The Debtor hereby represents and warrants to the Bank that it has assets at the following
locations in Ontario: . »

CQ/?’/ FAST AVQJUE,‘ §77§VEJVSV/LLC;' ‘@/\/7%69 Los /So

2. The Debtor hereby

(a) mortgages and charges to the Bank as and by way of a fixed and specific mortgage and
charge, and grants to the Bank a security interest in, all its present and future equipment and any
proceeds therefrom, including, without limiting the generality of the foregoing, all fixtures, plant,
machinery, tools and furnjture now or hereafter owned or acquired or in respect of which the Debtor
has rights now or in the future and any equipment specifically listed or otherwise described in any
Schedule héreto; ' o C ’

(b)  mortgages and charges to the E;énk, and grants td;the_ Bank a security interest in, all its present
and future inventory and any proceeds therefrom, including, without limiting the generality of the
foregoing, all raw materials, goods in process, finished goods and packaging material and goods

acquired or held for sale or furnished or to be furnishéd under contracts of rental or sérvice;

{c) . assigns, transfers and sets over to the Bank and grants to the Bank a security interest in, all its
present and future intangibles and any procéeds therefrom, inciuding, without limiting the generality
of the foregoing, all its present and future accounts, accounts receivable, contract rights and other
choses in action of every kind or nature now due or hereafter to become due, including insurance
rights arising from or out of the assets ref@rrgd to in sub-clauses (a) and (b) above;

{d) grants, mortgages, charges, transfers and assigns to the. Bank a security interest in, all its
present and future chattel papers, documients of title, instruments, money and securities, and any
proceeds therefrom; and B . . :

{e) charges in favour of the Bank as and by way of a floating charge its undertaking and all its
property and assets, real and personal, moveablé or immoveabie, of whatsoaver nature and kind,
both present and future (other than property and assets hereby validly’ assigned or subjected to a
specific mortgage and charge and to the éxceptions hereinafter contained). For the purposes of this
Security Agreement, the equipment, inventory, intangibles, undertaking and all other property and
assets of the Debtor referred to in this clause 2 afe hereinafter sométimes collectively called the
“Collateral”. Without limiting the genetality of the description of Collateial as set out in this clause
2, and for'greater certainty, the Collateral shall include allipresent and future persopal property of
the Debtor of the type described in any schedule attached hereto. The Debtor agrees that it shall
promptly advise the Bank in writing of any acquisition of personal property which is not of the type
herein described. The Debtor agrees to execute and deliver from time to time, at its_ own expense,
amendments to this Security Agreement or additional security agreements, which may be reasonably
required by the Bank to ensure attachment of security interests in such personal property. .

3. The Collateral is on the-date hereof primarily situate or located at the location(s) set out in
clause 1 hereof but may from time to time be located at other premises of the Debtor. The Collateral
may alse be located at other places while in transit to and from such locations and premises; and
the Collateral may from time to time be situate or located at any other place when on lease or

consignment to any lessee or consignee from the Debtor.

4, It is hereby declared that the last day of any term of years reserved by any lease, verbal or
written, or any agreement therefor, now held or hereafter acquired by the Debtor, is hereby or shall
be excepted out of the mortgages, charges and security interests hereby created, but the Debtor-
shall stand nossessed of the reversion of one day remaining in the Debtor in respect of any such
term of years, for the time being demised, as aforesaid upon trust to assign and dispose of the same
as any purchaser of such term of years shall direct. There shall also be excluded from the security
created by this Security Agreement arly property of the Debtor that constitutes consumer goods for

the personal use of the Debtor.

Prad, 2220023 - form L.F. 130 ONT. (8/90) Litho. CANADA 313738
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5. The Debtor shall nof without the prior wntten consent of the Bank sell or dispose of any of the
Collateral other than that described in sub-clause (b) of clause 2 above which may be sold only in the
ordinary course of business and for the purpose of carrying on the same; and if the amounts of any of
the intangibles referred to in sub-clause (c) of clause 2 above or any proceeds arising from the Col-
lateral described in sub-clauses {a} and (b} of clausei2 above shall be paid to the Debtor, the Debtor
shall receive the same as agent of the Bank and forthwith pay over the same to the Bank. The Debtor
shall not without the prior written consent of the Bank creéate any liens upon of assign or transfer as
secufity or pledge or hypothecate as security or create a security lnterest in the Collateral except to
the Bank. The Debtor agrees that the Bank may require any a atcount debtor of the Debtor ta make
payment to the Bank and the Bank may take control of any proceeds referred to in sub-clauses (a},
(b) and (c} of clause 2 hereof and may | hold all amounts received from any account debtors and any
proceeds as cash collateral as part of the Collateral and as secunty for the Obllgatlon of the Debtor to
the Bank. -

6. The Debtor shall at all tifnes do, execute, acknowledge and deliver or cause to be done ex-
ecuted, acknowledged or delivered all and singular every such further acts, deeds, transfers,
assignments, security agreements and assurances as the Bank may reasonably require for the better
granting, transferring, assighing, charging, setting over, assuring and confirming unto the Bank the
property and assets hereby mortgaged and charged or subjected to security interests or intended so
to be or which the Debtor may hereafter become bound to mortgage, charge, transfer, assign or sub-
ject to-a security interest in favour of the Bank and for the better accomplishing and effectuating of
this Security Agreement.

7. The Debtor shall at all times have and maintain ifisurance over the Collatéral against risks of
fire (lncludmg so-called extended coverage) ‘theft, and such other risks as the Bank may reasonably
requrre in writing, containing such terms, in such form, for such pefiods and written by such com-
panies as may be reasonably satlsfactory to the Bank. Thé Debtor shall duly and- seasonably pay all
premiums and other sums pavable for malntalnlng such insurance and shall cause the i insurance
money thereunder to be payable to the Bank as its ‘interest hereunder fhay appeéar and shall, if re-
quired, furnish the Bank with certificates or other ewdence sat:s-amory to t'ﬁe Bank ¢f compliance
with the foregomg insuraice provisions., ~ -vft e TH LG ORI R

58 L Yy !»3, Ty -
8. The Debtor shall at all times upon request by the Bank furnish the Bank with such mformatlon
concerning the Collateral and the Debtot's affairs-and business as the Bank | may redsonably request,
. including lists of inventory and equipment and lists of accounts and accounts -receivable showing
the amounts owing upon each account and sécurities therefor and copies of all financial staterrients,
books and accounts, invoices, letters, papers and other documents in any way evrdencmgar relating
to the. account.

9. The Debtor shall be in default under thas Secunty_Ag. aement upon the occurrenCe of any one
of the followrng gvents: N

{a) the Debtor shall default under any of the Obhgatrons,
(b) . the Debtor shall default in the due observance or perfo mance of any covenant, undertakmg

or agreement heretofore or hereafter glven to the Bank whether contairied herein or Rot and in:
cluding any covenant or undertakmg set out in any Schedule to this Securlty Agreement

{c) an execution or any other process of any court Shall bécome enforceable against the Débtor
or a distress or analogous process shall be levred upon the property of the Debtor or any part thereof;

(d} the Debtor shall become msolvent or comrhit ar act of: bankrupty, ‘or make an assignment in
bankruptcy or a bulk sale of its assets or a bankruptcy petition shall be flled or presented against the
Debtor and not be bona fide opposed by the Debtor

{e) . the Debtor shall cease to ca,rr.)l on business.’

- v b e ane abo
10, Unon any default under this Security Agrceme..t, the Bank may declarg auy or aii of ihe

Obllgatlons to be immediately due ‘and payable and may proceed to realize the security hereby con-
stituted and to eénforce its rights by entry; or by the appomtment ‘by instrumeiit in wrmng of a
receiver or receivers of the subject matter of such securrty or any part thereof and such receiver or
receivers may be any person or persons, whether an officer or officers or employee or employees of
the Bank or not, and the Bank may remove any receiver or receivérs so appointed arid appoint
another or others in his or their stead; of by proceedings in any court of compétent jurisdiction for the
appointment of a receiver or receivers or for sale of the Collateral or any part thereof; or by any other
action, suit, remedy or proceedmg authorized or permitted hereby or by law or by equity; and may
file such proofs of claim and other documents as may be necessary or advisable in order to have its
claim lodged in any bankruptcy, winding-up or other judicial proceedings relative to the Debtor. Any
such receiver or receivers so appointed shall have power to take possession of the Collateral or any
part thereof and to carry on the business of the Debtor, and to borrow money required for the
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maintenance, preservation or protection of the Collateral or any part thereof or the carrying on of the

business of the Debtor, and to further charge the Collateral iri priority to the security constituted by

this Security Agreement as security for money so bofrowed, and to sell, lease or otherwise dispose

of the whole or any part of the Collateral on such terms and conditions and in such manner as he

shall determine. In exercising any powers any such receiver or receivers shall act as agent or agents
for the Debtor and the Bank shall not be responsible for his or their actions. ’

In addifion, the Bank may enter upon the applicable premises and lease or sell the whole or
any part or parts of the Collateral. The Debtor agrees that considering the nature of that part of the
Collateral thatis not perishable it will be commercially reasonable to sell such part of the Collateral;

(a) as a whole or in various lots;

{b) by a public sale or call for tenders by advertising such sale once in a local daily
newspaper at least seven (7) days before such sale; and )

(c) by private sale after the receipt by the Bank of at least two offers from prospective pur-
chasers who may include persons related to or affiliated with the Débtor or other customers of the
Bank, . _ Co :

Any such sale shall be on sich terms and conditions as to credit or otherwise and as to upsét
or reserve bid or price as to the Bank in its sole discretion may seem advantageous and such sale may
take place whether or not the Bank has taken possession of such property and assets.

No remedy for the realization of the security hereof or for the enforcement of the rights of the
Bank shall be exclusive of or dependent on any other such remedy, but any one or moré of such
remedies may from time to tifne be exercised independently or in combination. The term “'receiver”
as used in this Security Agreement includes a receiver and manager. ' '

11, Any and all payments made in respect of the Obligations fromi time to time and moneys
realized from any securities held therefor (including moreys realized on' any enforcement of this
Security Agreement) may be applied to such part or parts of the Obligations as the Bank riay seé fit,
and the Bank shall at all times and from time to tifrie have the right to change any approptiation as
the Bank may see fit. o . o P

2. The Debtor agrees to pay all reasonable expenses, including soligitor's fees and disbursements
and the remuneration of any receiver appointed hereunder, incurred by the Bank in the preparation,
perfection and enforcement of this Security Agreement, ‘including all expensés inclired by the Bank
and its agents to put into place and éonfith the priority of any sécurity intérest in this Seciirity
Agreement and the payment of such expenses shall be secured hereby. ,

13. The Bank may waive any default herein réferred to; provided always that no act or omission
by the Bank in the premises shall éxtend to or be taken in any manner whatsoever t¢ gffect any
subsequent default or the rights resulting therefrom.. S ' ' :

14.  The Debtor ackriowledges that value has been given, ;haf the Debtor has rights in thg Collateral
and that the parties have not agreed to postpone the time for attachment of any security interest in
this Security Agreement, '

15. The security hereof is in addition to and not in substitution for any other security now or
hereafter held by the Bank and shall be general and continuing securjty notwithstanding ‘that the
Obligations of the Debtor shall at any time or from time to time be fully satisfied or paid.

16.  Nothing herein shall obligate the Bank to make any advance or loan or further advance of
loan’ or to renew any note or extend any time for payment of any indebtedness or liability of the Deb-
tor to the Bank. : o

17. This Security Agreement shall enure to the benefit of and be binding upon the respective

heirs, executors, administrators, successors and assigns-of the Debtor and the Bank.

18. This Security Agreemeritis a secgurity agreement within the meaning of the Personal Property
Security Act {Ontario} and does not constitute an acknowledgement of any particular indebtedness
or liability of the Debtor to the Bank.

19. In construing this Security Agdreement, terms herein shall have the same meaning as defined
in the Personal Property Security Act (Ontario), unless the context otherwise requires. The word
"“Debtor”, the personal pronoun “it’”’ or “its”” and any verb relating thereto and used therewith shall
be read and construed as required by and in accordance with the context in which such words are us-
ed depending upon whether the Debtor is one or more individuals, corporations or partnerships and,
if more than one, shall apply and be binding upon each of them severally, The term "successors'’
shall include, without limiting its meaning, any corporation resulting from the amalgamation of a cor-



poration with another cerpnrahon and, whore the Debtor is a partnershrp, any new partnership
resulting from the admission of new partners or any other change in the Debtor, including, wnthout S
limiting the generality of the foregoing, the death of any or all of the partners.

Insert dato IN WITNESS WHEREOF this Security Agreement has been executed by the Debtor on the Q777(
day of __~Jae , 1996 . é_&;res@z,@ Ekeavaging [Nc..

To be signed by Deblor; .

if Debtor Is a

corporation ensure

signatures are authorized B .

and if Dabtor s a
corporation with a
corporate seal, sffix
Corporate Ssal; Debtor's
name should be typed

CORPORATE AUTHORIZING RESOLUTION
Required only “WHEREAS it is in the interests of the Company to enter into a security agreement with the

for a
corporation Bank of Montreal as security for its present and future ‘obligations to the Bank of Montreal and
therein mortgage, charge, assign and otherwise transfér and encumber and grant secunty interests

in all its present and future property and asseéts;

NOW THEREFORE BE.IT RESOLVED THAT:

1. the Company do enter into, execute and dehver to the Bank of Montreal a securrty agreement
substantially in the form of the draft security agreement presented to the directors, subject to such
alterations, amendments or addmons to WhiCh the President or a Vice-President of the Company
may agree;

2. -the Company do mortgage, charge, assigh and o*herfvlse tra'\sfe. and encumber and grant
security interests in all its present and.future equment inventory, |ntang|bles undertaking and
" other property and assets as security for its present and future obligations to the Bank of Nontreal
all as-provided in the sald draft security agreement;

3. the execution by the President or a Vice-President of the Company of the satd security agree-
ment shall be conclusrve proof of his agreement to any amendments, alterations or additions incor-
porated thereln '

4, the Presrdent and the Vlce Presndent of the Company be and they are each alone hereby
authorizéd to execute and deliver the security’ agreement aforesald on behalf of the Company and
each of the officers of the Company are hereby authorized to éxecute all such other documents and
writings and to do such other acts and thmgs as may be necessary for fulfilling the Company s
obligations under the said seccnty agreement,”’

ob - : CERTIFICATE
o be complste
other sutharised lam the - Secretary - - of GBQQSSLC Lyen vr{nug /Mc_
officer; - o
e paron S i ' and | hereby certify that:
fsert 1, the foregonng is a true copy of a resolutron duly and properly passed or consented to by the
g e board of directors of the said Company on the 77N . day of JunE : .19
2, the attached Security Agreement is’ifi the form of the draft secunty agréement referred toin

the resolution and has been duly and properly executed by the proper ofﬂcers of the Company undér
its corporate seal; and

3. the resolutron was passed ata meetlng duly called and held on the date aforesaid and at which
M a quorum of the directors was present throughout the meeting, all the directors having received pro-
.

e appicabd _ per notice of the meetlng or waiving such notlce in accordance wnth the by-Iaws of the Company

clause

To be signed by
Secretary or other
autharized officer;
affix corporate seal

o Howle s

Secretary
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m Bankof Montreal Ontario Personal Property
Security Act Security Agreement

SECURITY AGREEMENT
The undersigned (hereinafter called the “Debtor”) hereby enters into this Security Agreement with

Bank of Montreal (hereinafter called the “Bank") for valuable consideration and as security for the
repayment of all present and future indebtedness of the Debtor to the Bank and interest thereon and for the
payment and discharge of all other present and future liabilities and obligations, direct or indirect, absolute
or contingent, of the Debtor to the Bank (all such indebtedness, interest, liabilities and obligations being
hereinafter collectively called the “Obligations™). This Security Agreement is entered into pursuant to and is
governed by the Personal Property Security Act (Ontario) insofar as it affects personal property located in

Ontario.
1. The Debtor hereby represents and warrants to the Bank that it has assets at the following locations in

Ontario:
2194 EAST AVENUE
" FORT ERIE, ONTARIO
L0S-1S0

2. The Debtor hereby mortgages and charges to the Bank as and by way of a fixed and specific
mortgage and charge, and grants to the Bank a security interest in, all its present and future
equipment and any proceeds therefrom, including, without limiting the generality of the foregoing, all
fixtures, plant, machinery, tools and furniture now or hereafter owned or acquired or in respect of
which the Debtor has rights now or in the future and any equipment specifically listed or otherwise

described in any Schedule hereto;

(a) mortgages and charges to the Bank, and grants to the Bank a security interest in, all its
present and future inventory and any proceeds thereffom, including, without limiting the
generality of the foregoing, all raw materials, goods in process, finished goods and packaging
material and goods acquired or held for sale or furnished or to be furnished under contracts of

rental or service;

(b) assigns, transfers and sets over to the Bank and grants to the Bank a security interest in, all its
present and future intangibles and any proceeds therefrom, including, without limiting the
generality of the foregoing, all its present and future accounts, accounts receivable, contract
rights and other chooses in action of every kind or nature now due or hereafter to become
due, including insurance rights arising from or out of the assets referred to in sub-clauses (a)

and (b) above;

(c) grants, mortgages, charges, transfers and assigns to the Bank a security interest in, all its
present and future chattel papers, documents of title, instruments, money and securities, and

any proceeds therefrom; and

) charges in favour of the Bank as and by way of a floating charge its undertaking and all its
property and assets, real and personal, moveable or immoveable, of whatsoever nature and
kind, both present and future (other than property and assets hereby validly assigned or
subjected to a specific mortgage and charge and to the exceptions hereinafter contained). For
the purposes of this Security Agreement, the equipment, inventory, intangibles, undertaking
and all other property and assets of the Debtor referred to in this clause 2 are hereinafter
sometimes collectively called the "Collateral”,. Without limiting the generality of the description
of Collateral as set out in this clause 2, and for the greater certainty, the Collateral shall
include all present and future personal property of the Debtor of the type described in any
scheduled attached hereto. The Debtor agrees that it shall promptly advise the Bank in writing
of any acquisition of personal property which is not of the type herein described. The Debtor
agrees to execute and deliver from time to time, at its own expense, amendments to this
Security Agreement or additional security agreements, which may be reasonably required by

curity interests in such personal property,
@Q
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The Collateral is on the date hereof primarily situate or located at the location(s) set out in clause 1
hereof but may from time to time be located at other premises of the Debtor. The Collateral may also
be located at other places while in transit to and from such locations and premises; and the Collateral
may from time to time be situate or located at any other place when on lease or consignment to any

lessee or consignee from the Debtor.

It is hereby declared that the last day of any term of years reserved by any lease, verbal or written, or
any agreement therefor, now held or hereafter acquired by the Debtor, is hereby or shall be excepted
out of the mortgages, charges and security interests hereby created, but the Debtor shall stand
possessed of the reversion of cne day remaining in the Debtor in respect of any such term of years, for
the time being demised, as aforesaid upon trust to assign and dispose of the same as any purchaser
of such term of years shall direct. There shall also be excluded from the security created by this
Security Agreement any property of the Debtor that constitutes consumer goods for the personal use

of the Debtor.

The Debtor shall not without the prior written consent of the Bank sell or dispose of any of the
Collateral other than that described in sub-clause (b) of clause 2 above which may be sold only in the
ordinary course of business and for the purpose of carrying on the same; and if the amounts of any of
the intangibles referred to in sub-clause (c) of clause 2 above or any proceeds arising from the
Collateral described in sub-clauses (a) and (b) of clause 2 above shall be paid to the Debtor, the
Debtor shall receive the same as agent of the Bank and forthwith pay over the same to the Bank. The
Debtor shall not without the prior written consent of the Bank create any liens upon or assign or
transfer as security or pledge or hypothecate as security or create a security interest in the Collateral
except to the Bank. The Debtor agrees that the Bank may require any account debtor to the Debtor to
make payment to the Bank and the Bank may take control of any proceeds referred to in sub-clauses
(a), (b) and (c) of clause 2 hereof and may hold all amounts received from any account debtors and
any proceeds as cash collateral as part of the Collateral and as security for the Obligation of the

Debtor to the Bank.

The Debtor shall at all times do, execute, acknowledge and deliver or cause to be done, executed,
acknowledged or delivered all and singular every such further acts, deeds, transfers, assignments,
security agreements and assurances as the Bank may reasonably require for the better granting,
transferring, assigning, charging, setting over, assuring and confirming unto the Bank the property and
assets hereby mortgaged and charged or subjected to security interests or intended so to be or which
the Debtor may hereafter become bound to mortgage, charge, transfer, assign or subject to a security
interest in favour of the Bank and for the better accomplishing and effectuating of this Security

Agreement.

The Debtor shall all times have and maintain insurance over the Collateral against risks of fire
(including so-called extended coverage), theft, and such other risks as the Bank may reaonably
require in writing, containing such terms, in such form, for such periods and written by such companies
as may be reasonably satisfactory to the Bank. The Debtor shall duly and seasonably pay all
premiums and other sums payable for maintaining such insurance and shall cause the insurance
money thereunder to be payable to the Bank as its interest hereunder may appear and shall, if
required, furnish the Bank with certificates or other evidence satisfactory to the Bank of compliance
with the foregoing insurance provisions.

The Debtor shall at all times upon request by the Bank furnish the Bank with such information
the Collateral and the Dahtor's affairs and business as the Bank may reasonably request,
including lists of inventory and equipment and lists of accounts and accounts receivable showing the
amounts owing upon each account and securities therefor and copies of all financial statements,
books and accounts, invoices, letters, papers and other documents in any way evidencing or relating

to the account.

(o]
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9. The debtor shall be in default under this Security Agreement upon the occurrence of any one of the
following events:

(a) the Debtor shall default under any of the Obligations;

(b) the Debtor shall default in the due observance or performance of any covenant, undertaking or
agreement heretofore or hereafter given to the Bank, whether contained herein or not and
including any covenant or undertaking set out in any Schedule to this Security Agreement:

(c) an execution or any other process of any court shall become enforceable against the Debtor
or a distress or analogous process shall be levied upon the property of the Debtor or any part

thereof;

(d) the Debtor shall become insolvent or commit an act of bankruptcy, or make an assignment in
bankruptcy or a bulk sale of its assets or a bankruptcy petition shall be filed or presented
against the Debtor and not be bona fide opposed by the Debtor;

(e) the Debtor shall cease to carry on business.

10. Upon any default under this Security Agreement, the Bank may declare any or all of the Obligations to
be immediately due and payable and may proceed to realize the security hereby constituted and to
enforce its rights by entry; or by the appointment by instrument in writing of a receiver or receivers of
the subject matter of such security or any part thereof and such receiver or receivers may be any
person or persons, whether an officer or officers or employee or employees of the Bank or not, and the
Bank may remove any receiver or receivers so appointment and appoint another or others in his or
their stead, or by proceedings in any court of competent jurisdiction for the appointment of a receiver
or receivers or for sale of the Collateral or any part thereof; or by any other action, suit, remedy or
proceeding authorized or permitted hereby or by law or by equity; and may file such proofs of claim
and other documents as may be necessary or advisable in order to have its claim lodged in any
bankruptcy, winding-up or other judicial proceedings relative to the Debtor. Any such receiver or
receivers so appointed shall have power to take possession of the Collateral or any part thereof and to
carry on the business of the Debtor, and to borrow money required for the maintenance, preservation
or protection of the Collateral or any part thereof or the carrying on of the business of the Debtor, and
to further charge the Collateral in priority to the security constituted by this Security Agreement as
security for money so borrowed, and to sell, lease or otherwise dispose of the whole or any part of the
Collateral on such terms and conditions and in such manner as he shall determine. In exercising any
powers any such receiver or receivers shall act as agent or agents for the Debtor and the Bank shall

not be responsible for his or their actions.

In addition, the Bank may enter upon the applicable premises and lease or sell the whole or
any part or parts of the Collateral. The Debtor agrees that considering the nature of that part of
the Collateral that is not perishable it will be commercially reasonable to sell such part of the

Coliateral:
(a) As awhole or in various lots:

(b) By a public sale or call for tenders by advertising such sale once in a local daily
newspaper at least seven (7) days before such sale; and

(c) By private sale after the receipt by the Bank of at least two offers from prospective
purchasers who may include persons related to or affiliated with the Debtor or other

customers of the Bank.

Any such sale shall be on such terms and conditions as to credit or otherwise and as to
upset or reserve bid or price as to the Bank in its sole discretion may seem advantageous and
such sale may take place whether or not the Bank has taken possession of such property and

assets.
LE
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No remedy for the realization of the security hereof or for the enforcement of the rights of
the Bank shall be exclusive of or dependent on any other such remedy, but any one or more of
such remedies may from time to time be exercised independently or in combination. The term
“receiver’ as used in this Security Agreement includes a receiver and manager.

11. Any and all payments made in respect of the Obligations from time to time and moneys realized from
any securities held therefor (including moneys realized on any enforcement of this Security
Agreement) may be applied to such part or parts of the Obligations as the Bank may see fit, and the
Bank shall at all times and from time to time have the right to change any appropriation as the Bank

may see fit.

12. The Debtor agrees to pay all reasonable expenses, including solicitor's fees and disbursements and
the remuneration of any receiver appointed hereunder, incurred by the Bank in the preparation,
perfection and enforcement of this Security Agreement, including all expenses incurred by the Bank
and its agents to put into place and confirm the priority of any security interest in this Security
Agreement and the payment of such expenses shali be secured hereby.

13. The Bank may waive any default herein referred to; provided always that no act or omission by the
Bank in the premises shall extend to or be taken in any manner whatsoever to affect any subsequent

default or rights resulting therefrom.

14. The Debtor acknowledges that value has been given, that the Debtor has rights in the Collateral and
that the parties have not agreed to postpone the time for attachment of any security interest in this

Security Agreement.

15. The security hereof is in addition to and not in substitution for any other security now or hereafter held
by the Bank and shall be general and continuing security notwithstanding that the Obligations of the
Debtor shall at any time or from time to time be fully satisfied or paid.

16. Nothing herein shall obligate the Bank to make any advance or loan or further advance or loan or to
renew any note or extend any time for payment or any indebtedness or liability of the Debtor to the

" Bank.

17. This Security Agreement shall enure to the benefit ‘of and be binding upon the respective heirs,
executors, administrators, successors and assigns of the Debtor and the Bank.

18. This Security Agreement is a security agreement within the meaning of the Personal Property Security
Act (Ontario) and does not constitute an acknowledgement of any particular indebtedness or liability of

the Debtor to the Bank.

19. In construing this Security Agreement, terms herein shall have the same meaning as defined in the
Personal Property Security Act (Ontario), unless the context otherwise requires. The word “Debtor”,
the personal pronoun “it” or “its” and any verb relating hereto and used therewith shall be read and
construed as required by and in accordance with the context in which such words are used depending
upon whether the Debtor is one or more individuals, corporations or partnerships and, if more than
one, shall apply and be binding upon each of them severally. The term “successors” shall include,
without limiting its meaning, any corporation resulting from the amalgamation of a corporation with
another corporation and, where the Debtor is a partnership, any new partnership resulting from the
admission of new partners or any other change in the Debtor, including, without limiting the generality

of the foregoing, ihe death of any or all of the pariners.

Insert date of IN WITNESS WHEREOF this Security Agreement has been executed by the Debtor on
execution 28" day of March, 2006. D & S Railway Constructionjnc.
To be signed by Debtor; if /W ;
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CORPORATE AUTHORIZING RESOLUTION

“WHEREAS it is in the interests of the Company to enter into a security agreement with the Bank

«quired /
b fo of Montreal as security for its present and future obligations to the Bank of Montreal and therein mortgage,

lyfora

rporation charge, assign and otherwise transfer and encumber and grant security interests in all its present and
future property and assets;

NOW THEREFORE BE IT RESOLVED THAT:

1.

1 be completed by
cretary or other
thorized officer;
sert name of
rporation

sert 1.

propriate

te 3

3.

ie applicable
tuse

» be signed by
cretary or other
thorized

ficer; affix
rporate seal

the Company do enter into, execute and deliver to the Bank of Montreal a security agreement
substantially in the form of the draft security agreement presented to the directors, subject to such
alternations, amendments or additions to which the President or a Vice-President of the Company
may agree;

the Company do mortgage, charge, assign and otherwise transfer and encumber and grant
security interests in all its present and future equipment, inventory, intangibles, undertaking and
other property and assets as security for its present and future obligations to the Bank of Montreal,
all as provided in the said draft security agreement;

the execution by the President or a Vice-President of the Company of the said security agreement
shall be conclusive proof of his agreement to any amendments, alterations or additions

incorporated therein;
the President and the Vice-President of the Company be and they are each along hereby

" authorized to execute and deliver the security agreement aforesaid on behalf of the Company and

each of the officers of the Company are hereby authorized to execute all such other documents
and writings and to do such others acts and things as may be necessary for fulfilling the
Company’s obligations under the said security agreement.”

CERTIFICATE
| am the Secretaiy of D & S Railway Construction Inc and | hereby certify that:

the foregoing is a true copy of a resolution duly and properly passed or consented to by the board
of directors of the said Company on the 21 * day of March, 2006;

the attached Security Agreement is in the form of the draft security agreement referred to in the
resolution and has been duly and properly executed by the proper officers of the Company under
its corporate seal; and

the resolution was

ssed at a meeting duly called and held on the date aforesaid and at whi
quorum of th ectors was pr throughout the meeting, all irectors having r ed
proper petfte of the meetjng or waiving such notice in acc nce with the by-laws™of the

(or where applicable — the Company is subject to the Business Corporations Act of Ontario and
the resolution was consented to by the signatures of all the directors of the Company on the date

aforesaid in accordance with the Business Corporations Act.).
L Pty c.s.

Secretary

-
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@ Bankof Montreal Ontario Personal Property

Security Act Security Agreement

SECURITY AGREEMENT

The undersigned (hereinafter called the “Debtor") hereby enters into this Security Agreement with
Bank of Montreal (hereinafter called the “Bank”) for valuable consideration and as security for the
repayment of all present and future indebtedness of the Debtor to the Bank and interest thereon and for the
payment and discharge of all other present and future liabilities and obligations, direct or indirect, absolute
or contingent, of the Debtor to the Bank (all such indebtedness, interest, liabilities and obligations being
hereinafter collectively called the “Obligations”). This Security Agreement is entered into pursuant to and is
governed by the Personal Property Security Act (Ontario) insofar as it affects personal property located in

Ontario.

1. The Debtor hereby represents and warrants to the Bank that it has assets at the following locations in

Ontario:

2194 EAST AVENUE,
STEVENSVILLE, ONTATIO.
LO0S-1S0

2. The Debtor hereby mortgages and charges to the Bank as and by way of a fixed and specific
mortgage and charge, and grants to the Bank a security interest in, all its present and future
equipment and any proceeds therefrom, including, without limiting the generality of the foregoing, all
fixtures, plant, machinery, tools and furniture now or hereafter owned or acquired or in respect of
which the Debtor has rights now or in the future and any equipment specifically listed or otherwise
described in any Schedule hereto;

(a)

(b)

(c)

{d)

mortgages and charges to the Bank, and grants to the Bank a security interest in, all its
present and future inventory and any proceeds therefrom, including, without limiting the
generality of the foregoing, all raw materials, goods in process, finished goods and packaging
material and goods acquired or held for sale or furnished or to be furnished under contracts of
rental or service;

assigns, transfers and sets over to the Bank and grants to the Bank a security interest in, all its
present and future intangibles and any proceeds therefrom, including, without limiting the
generality of the foregoing, all its present and future accounts, accounts receivable, contract
rights and other chooses in action of every kind or nature now due or hereafter to become
due, including insurance rights arising from or out of the assets referred to in sub-clauses (a)
and (b) above;

grants, mortgages, charges, transfers and assigns to the Bank a security interest in, all its
present and future chattel papers, documents of title, instruments, money and securities, and
any proceeds therefrom; and

charges in favour of the Bank as and by way of a floating charge its undertaking and all its
property and assets, real and personal, moveable or immoveable, of whatsoever nature and
kind, both -present and future (other than property and assets hereby validly assigned or
subjected to a specific mortgage and charge and to the exceptions hereinafter contained). For
the purposes of this Security Agreement, the equipment, inventory, intangibles, undertaking
and all other property and assets of the Debtor referred to in this clause 2 are hereinafter
sometimes collectively called the "Collateral”,. Without limiting the generality of the description
of Collateral as set out in this clause 2, and for the greater certainty, the Collateral shall
include all present and future personal property of the Debtor of the type described in any
scheduled attached hereto. The Debtor agrees that it shall promptly advise the Bank in writing
of any acquisition of personal property which is not of the type herein described. The Debtor
agrees to execute and deliver from time to time, at its own expense, amendments to this
Security Agreement or additional security agreements, which may be reasonably required by
the Bank to ensure attachment of security interests in such personal property.
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The Collateral is on the date hereof primarily situate or located at the location(s) set out in clause 1
hereof but may from time to time be located at other premises of the Debtor. The Collateral may also
be located at other places while in transit to and from such locations and premises; and the Collateral
may from time to time be situate or located at any other place when on lease or consignment to any
lessee or consignee from the Debtor.

it is hereby declared that the last day of any term of years reserved by any lease, verbal or written, or
any agreement therefor, now held or hereafter acquired by the Debtor, is hereby or shall be excepted
out of the mortgages, charges and security interests hereby created, but the Debtor shall stand
possessed of the reversion of one day remaining in the Debtor in respect of any such term of years, for
the time being demised, as aforesaid upon trust to assign and dispose of the same as any purchaser
of such term of years shall direct. There shall also be excluded from the security created by this
Security Agreement any property of the Debtor that constitutes consumer goods for the personal use
of the Debtor.

The Debtor shall not without the prior written consent of the Bank sell or dispose of any of the
Collateral other than that described in sub-clause (b) of clause 2 above which may be sold only in the
ordinary course of business and for the purpose of carrying on the same; and if the amounts of any of
the intangibles referred to in sub-clause (c) of clause 2 above or any proceeds arising from the
Collateral described in sub-clauses {(a) and (b) of clause 2 above shall be paid to the Debtor, the
Debtor shall receive the same as agent of the Bank and forthwith pay over the same to the Bank. The
Debtor shall not without the prior written consent of the Bank create any liens upon or assign or
transfer as security or pledge or hypothecate as security or create a security interest in the Collateral
except to the Bank. The Debtor agrees that the Bank may require any account debtor to the Debtor to
make payment to the Bank and the Bank may take control of any proceeds referred to in sub-clauses
(a), (b) and (c) of clause 2 hereof and may hold all amounts received from any account debtors and
any proceeds as cash collateral as part of the Collateral and as security for the Obligation of the
Debtor to the Bank.

The Debtor shall at all times do, execute, acknowledge and deliver or cause to be done, executed,
acknowledged or delivered all and singular every such further acts, deeds, transfers, assignments,
security agreements and assurances as the Bank may reasonably require for the better granting,
transferring, assigning, charging, setting over, assuring and confirming unto the Bank the property and
assets hereby mortgaged and charged or subjected to security interests or intended so to be or which
the Debtor may hereafter become bound to mortgage, charge, transfer, assign or subject to a security
interest in favour of the Bank and for the better accomplishing and effectuating of this Security
Agreement.

The Debtor shall ali times have and maintain insurance over the Collateral against risks of fire
{(including so-called extended coverage), theft, and such other risks as the Bank may reasonably
require in writing, containing such terms, in such form, for such periods and written by such companies
as may be reasonably satisfactory to the Bank. The Debtor shall duly and seasonably pay all
premiums and other sums payable for maintaining such insurance and shall cause the insurance

" ‘money thereunder to be payable to the Bank as its interest hereunder may appear and shall, if

required, furnish the Bank with certificates or other evidence satisfactory to the Bank of compliance
with the foregoing insurance provisions.

The Debtor shall at all times upon request by the Bank furnish the Bank with such information
concerning the Collateral and the Debtor’s affairs and business as the Bank may reasonably request,
including lists of inventory and equipment and lists of accounts and accounts receivable showing the
amounts owing upon each account and securities therefor and copies of all financial statements,
books and accounts, invoices, letters, papers and other documents in any way evidencing or relating
to the account.
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9. The debtor shall be in default under this Security Agreement upon the occurrence of any one of the
following events:

(a)
(b)

(c)

(d)

(e)

the Debtor shall default under any of the Obligations;

the Debtor shall default in the due observance or performance of any covenant, undertaking or
agreement heretofore or hereafter given to the Bank, whether contained herein or not and
including any covenant or undertaking set out in any Schedule to this Security Agreement:

an execution or any other process of any court shall become enforceable against the Debtor
or a distress or analogous process shall be levied upon the property of the Debtor or any part
thereof;

the Debtor shall become insolvent or commit an act of bankruptcy, or make an assignment in
bankruptcy or a bulk sale of its assets or a bankruptcy petition shall be filed or presented
against the Debtor and not be bona fide opposed by the Debtor;

the Debtor shall cease to carry on business.

10. Upon any default under this Security Agreement, the Bank may declare any or all of the Obligations to
be immediately due and payable and may proceed to realize the security hereby constituted and to
enforce its rights by entry; or by the appointment by instrument in writing of a receiver or receivers of
the subject matter of such security or any part thereof and such receiver or receivers may be any
person or persons, whether an officer or officers or employee or employees of the Bank or not, and the
Bank may remove any receiver or receivers so appointment and appoint another or others in his or
their stead, or by proceedings in any court of competent jurisdiction for the appointment of a receiver
or receivers or for sale of the Collateral or any part thereof; or by any other action, suit, remedy or
proceeding authorized or permitted hereby or by law or by equity; and may file such proofs of claim
and other documents as may be necessary or advisable in order to have its claim lodged in any
bankruptcy, winding-up or other judicial proceedings relative to the Debtor. Any such receiver or
receivers so appointed shall have power to take possession of the Collateral or any part thereof and to
carry on the business of the Debtor, and to borrow money required for the maintenance, preservation
or protection of the Collateral or any part thereof or the carrying on of the business of the Debtor, and
to further charge the Collateral in priority to the security constituted by this Security Agreement as
security for money so borrowed, and to sell, lease or otherwise dispose of the whole or any part of the
Collateral on such terms and conditions and in such manner as he shall determine. In exercising any
powers any such receiver or receivers shall act as agent or agents for the Debtor and the Bank shall
not be responsible for his or their actions.

In addition, the Bank may enter upon the applicable premises and lease or sell the whole or

any part or parts of the Collateral. The Debtor agrees that considering the nature of that part of
the Collateral that is not perishable it will be commercially reasonable to sell such part of the
Collateral:

(a) As a whole or in various lots:

(b) By a public sale or call for tenders by advertising such sale once in a local daily
newspaper at least seven (7) days before such sale; and

(c) By private sale after the receipt by the Bank of at least two offers from prospective
purchasers who may include persons related to or affiliated with the Debtor or other
customers of the Bank.

Any such sale shall be on such terms and conditions as to credit or otherwise and as to
upset or reserve bid or price as to the Bank in its sole discretion may seem advantageous and
such sale may take place whether or not the Bank has taken possession of such property and
assets.
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No remedy for the realization of the security hereof or for the enforcement of the rights of
the Bank shall be exclusive of or dependent on any other such remedy, but any one or more of
such remedies may from time to time be exercised independently or in combination. The term
“receiver” as used in this Security Agreement includes a receiver and manager.

Any and all payments made in respect of the Obligations from time to time and moneys realized from
any securities held therefor (including moneys realized on any enforcement of this Security
Agreement) may be applied to such part or parts of the Obligations as the Bank may see fit, and the
Bank shall at all times and from time to time have the right to change any appropriation as the Bank
may see fit.

The Debtor agrees to pay all reasonable expenses, including solicitor's fees and disbursements and
the remuneration of any receiver appointed hereunder, incurred by the Bank in the preparation,
perfection and enforcement of this Security Agreement, including all expenses incurred by the Bank
and its agents to put into place and confirm the priority of any security interest in this Security
Agreement and the payment of such expenses shall be secured hereby.

The Bank may waive any default herein referred to; provided always that no act or omission by the
Bank in the premises shall extend to or be taken in any manner whatsoever to affect any subsequent
default or rights resulting therefrom.

The Debtor acknowledges that value has been given, that the Debtor has rights in the Collateral and
that the parties have not agreed to postpone the time for attachment of any security interest in this
Security Agreement.

The security hereof is in addition to and not in substitution for any other security now or hereafter held
by the Bark and shall be general and continuing security notwithstanding that the Obligations of the
Debtor shall at any time or from time to time be fully satisfied or paid.

Nothing herein shall obligate the Bank to make any advance or loan or further advance or loan or to
renew any note or extend any time for payment or any indebtedness or liability of the Debtor to the
Bank.

This Security Agreement shall enure fo the benefit of and be binding upon the respective heirs,
executors, administrators, successors and assigns of the Debtor and the Bank.

This Security Agreement is a security agreement within the meaning of the Personal Property Security
Act (Ontario) and does not constitute an acknowledgement of any particular indebtedness or liability of
the Debtor to the Bank.

In construing this Security Agreement, terms herein shall have the same meaning as defined in the
Personal Property Security Act (Ontario), unless the context otherwise requires. The word “Debtor”,
the personal pronoun “it” or “its” and any verb relating hereto and used therewith shall be read and
construed as required by and in accordance with the context in which such words are used depending
upon whether the Debtor is one or more individuals, corporations or partnerships and, if more than
one, shall apply and be binding upon each of them severally. The term "successors” shall include,
without limiting its meaning, any corporation resulting from the amalgamation of a corporation with
another corporatlon and where the Debtor is a partnership, any new partnershlp resultmg from the

admission of new pariners or any other change in the Debtor, including, without limiting the generality
of the foregoing, the death of any or all of the partners.

IN WITNESS WHEREOF this Security Agreement has been executed by the Debtor

24™ day of October, 2006.
TION INC.
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CORPORATE AUTHORIZING RESOLUTION

quired “WHEREAS it is in the interests of the Company to enter into a security agreement with the Bank

ly for a of Montreal as security for its present and future obligations to the Bank of Montreal and therein mortgage,

rporation charge, assign and otherwise transfer and encumber and grant security interests in all its present and
future property and assets;

NOW THEREFORE BE IT RESOLVED THAT:

1. the Company do enter into, execute and deliver to the Bank of Montreal a security agreement
substantially in the form of the draft security agreement presented to the directors, subject to such
alternations, amendments or additions to which the President or a Vice-President of the Company
may agree;

2. the Company do mortgage, charge, assign and otherwise transfer and encumber and grant
security interests in all its present and future equipment, inventory, intangibles, undertaking and
other property and assets as security for its present and future obligations to the Bank of Montreal,
all as provided in the said draft security agreement;

3. the execution by the President or a Vice-President of the Company of the said security agreement
shall be conclusive proof of his agreement to any amendments, alterations or additions
incorporated therein;

4, the President and the Vice-President of the Company be and they are each along hereby
authorized to execute and deliver the security agreement aforesaid on behalf of the Company and
each of the officers of the Company.are hereby authorized to execute ali such other documents
and writings and to do such others acts and things as may be necessary for fulfilling the
Company's obligations under the said security agreement.”

» be completed by CERTIFICATE

cretary or other

thorized officer; . . .
iert name of ~ lamthe Secretary of D & S Railway Construction Inc. and | hereby certify that:

rporation,. ..
TETALS .
REGOIRED

the foregoing is a true copy of a resolution duly and properly passed or consented to by the board
of directors of the said Company on the 16", day of October, 20086;

the attached Security Agreement is in the form of the draft security agreement referred to in the
resolution and has been duly and properly executed by the proper officers of the Company under
its corporate seal; and

the resolution was passed at a meeting duly called and held on the date aforesaid a t which a
quorum Wctors was pre throughout the meéting, all the directors hawifig received
proper ngtice of the meeting-dr waiving such notice in accordance with th -laws of the

" Company

{or where applicable — the Company is subject to the Business Corporations Act of Ontario and
the resolution was consented to by the signatures of all the directors of the Company on the date
aforesaid in accordance with the Business Corporations Act.).

1 be signed by \f. é’ﬁ& c.s.

ﬁ:g?zr)e/dor other Secretary
ficer; affix
rporate seal

L
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