Commercial Banking

Vaughan Commercial Banking Centre
2300 Steeles Ave W 2nd Floor Suite 200
Vaughan, ON

L4K 5X6

Telephone No.: (805) 660-5950

Fax No.: (905) 660 5342

June 21, 2018

Sangoma Technelogies Inc.

100 Renfrew Drive, Suite 100
Markham, ON L3R 8R6

Attention; Mr, William Wignall
Dear Mr. Wignall,

Woe are pleased lo offer the Borrower the following credit facilities (the "Facilities"), subject lo the following ferms
and conditions.

BORROWER

Sangoma Technologias Inc.
Sangoma US Inc.
Saranac Acquireco

Collectively Sangoma Technologies Inc., Sangoma US Inc. and Saranac Acquireco are referred herain as the
"Bomower”

LENDER

The Toronto-Dominion Bank (the "Bank"), through its Vaughan Commercial Banking Centre branch, in
Vaughan, ON.

CREDIT LIMIT
1) CAD$3,500,000 [or its USDS Equivalent]
2) USD$612,500 as reduced pursuant to the section headed "Repayment and Reduction of Amount of
Credit Faciity".
3) USD$2,963,042 as reduced pursuant to the section headed "Repayment and Reduction of Amount of
Credit Facility”,

4) CAD%$21,000,000 [or its USD$ Equivalent at time of drawdown)]




TYPE OF CREDIT
AN WING
OPTIONS

1 Operating Loan available at the Borrower's option by way of.
- Prime Rale Based Loans in CADS ("Prime Based Loans")
- United States Base Rate Loans in USS ("USBR Loans")
- Letters of Credit in CADS or USD$ ("L/Cs")
- Stand-by Letters of Guaraniee in CADS ("L/GS"}
Availment by way of L/Cs and [/Gs limited to $500,000 in aggregate and a 1 year term,

2) Committed Reducing Term Facility (Single Draw)} available at the Borrower's option by way of:
- Fixed Rate Term Loan in US$
- Floaling Rate Term Loan avallable by way of;
-USBR Loans

3 Committed Reducing Term Facility (Single Draw) available at the Borrower’s option by way of:
- Fixed Rate Term Loan in USS
- Fioaling Rate Termn Loan avallable by way of:
- USBR Loans

4) Committed Reducing Term Facility (Single Draw} available at the Borrower's option by way of:
- Fixed Rate Term Loan in CAD$
- Fixed Rate Term Loan in US$
- Floating Rate Term Loan available by way of:
- Prime Based Loans ("Prime Based Loans")

- USBR Loans ("USBR Loans")

PURFOSE

1) To fund working capital.

2) To provide financing for the acquisition of VolP Supply LLC
3} To provide financing for the asset purchase of Converged Communication Division.
4) To provida financing for the acquisition of Digium Inc.
TENOR

1) Uncommitied

2,3, 4) Commitied

CONTRACTUAL

TERM

1) No term

2) 60 months to Juna 28, 2022

3 50 months to January 9, 2023.

4) 60 months from the date of drawdown.




RATE TERM
{FIXED RATE
TERM LOAN)

2,3,4) Fixed rate:12-60 months but never to excaed the Contractual Term Maturily Date
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2) To June 28, 2022
3) To January 9, 2023
4) 84 months

INTEREST RATES
AND FEES

Advances shall bear interest and fees as follows:

1) Operating Loan:
- Prime Based Loans:
- USBR Loans:
+ L/Cs:
- L/Gs:

2} Committed Reducing Term Facility:
Fixed Rate Term Loans:

- Floating Rate Term Loans available by way of;

3) Committed Reducing Tarm Facility:
Fixed Rale Term Loans:

- Fisgting Rate Term Loans available by way of:

4) Committed Reducing Term Facility:

Fixed Rate Term Loans;
ay of:

- Floating Rate Term Loans available by w.




For all Facilities, inlerast payments will be made in accordance with Schadule "A” attached hereto unless
otherwise stated in this Letlter or in the Rate and Payment Temms Notice applicable for a particular drawdown.
Information on interest rate aad fee definitions, interest rate calculations and payment is set out in the Schedule
A" attached hersto.

Interest on Fixed Rale Term Loans under Facilities 2, 3, & 4 are compounded monthly and payable monthly in
arrears.

ARRANGEMENT
EEE

The Bormower has paid a non-refundable amangement fes o and will pay prior to any drawdown
hereunder a non-refundable arangement fee of

ADMINISTRATION
EEE

ENEWAL FEE

EXCESS MONIT FEE

The Borrower may, at the Bank's discretion, be charged an Excess Monitoring Fee of Jllllpayable in the
cumrency of the Facility, each time that the Credit Limit of a Facility is exceeded. Any extension of credit above
the Cradit Limit will be at tha Bank’s sole and absolute discretion.

DRAW

?:::Igﬂ';:: Description

1) On a revolving basls.

2) Fully drawn on June 28, 2017 in the amount of $750,000 USD,

3} Fully drawn on January 9, 2018 in the amount of $3,200,000 USD.

4 One time drawdown prior to October 31, 2018, after which time, any ameunt not drawn is cancelled.

Amounts repaid may not be redrawn.

Notice periods, minimum amounts of draws, interes! pariods and coniract maturity for LIBOR Loans, terms for
Banker's Acceptances and other similar detalls are set out in the Schedule "A” attached hereto.

OVERDRAFTS

The Bormower will have access to Prime Based Loans under he Operating Loan via overdraft from Current
Account Number icl Branch 1482 (the “Cument Account”) up lo the Credit Limit

The Borrower will have access to USBR Loans under Operating Loan via overdrafi from Current Account Numbar

at Branch 1482 (lhe "Current Account”) up to the Cradit Limil. The total CDNS loans and CDN equivalent
of USBR Loans under the Operating Loan via evardrafts can nol axceed tha limits defined under “Cradit Limi"
above.




REPAYMENT AND
REDUCTION OF
AMOUNT OF CREDIT
EACILITY

Assigned
Facilites DeScription

1 On demand. If the Bank demands repayment, the Borrower will pay to tha Bank all amounts
cutstanding under the Operating Loan, Including without limitation, the amount of all unmatured B/As
and LIBOR Loans and the amount of all drawn and undrawn L/Gs and L/Cs. Al cosis o tha Bank
and all loss suffered by the Bank in re-employing the amounts so repaid will be paid by the Bormower,

2,3,4)  All amounts outstanding will ba repaid on or before the Contractual Term Maturity Date, The
drawdown will be rapaid in equal monthly payments. The details of repaymant and interest rate
applicable 1o such drawdown will be sat out in the "Rate and Payment Terms Notice" applicable to
that drawdown. Any amounts repald may not be reborrowed.

PREPAYMENT

Assignad
Facilities Description

2,3 Tha Borrower has not selecled the 10% Prepayment Oplion and accordingly, Fixed Rata Loans
under this Facility may be prepaid In accordance with Section 4c) of Schedule A.

4) The Borrowar may select a 10%, 20%, ar 30% Prepaymaent Oplion (subject to a premium of Sbps
for a 10% prepayment optlon, 10bps for a 20% option, and 15bps for a 30% option) and accordingly,
Fixed Rate Loans under this Facility may be prepaid in accordance with Section 4 of Schedule A.

2,3, 4) Mandatory Prepayment: 100% of the nat proceeds of any new equity issue {other than equily issued
ta fund a Permitted Acquisition) if the Leverage Ratio is »2.75x.

Mandatory Prepayments lo be applied as follows: i) firstly to the lerm loans as a permanent reduction
and cancellation {applied to schaeduled peyments in inverse order of maturity); and i) secondly to
repay (but not cancel} the operating line.

SECURITY

The following security shall be provided, shall, unless ctherwise indicated, support all present and future
indebtedness and liabilily of Lhe Borrower and the grantor of the security to the Bank including without limitation
indebtedness and liabliity under guarantees, foreign exchange contracts, cash management producis, and
derivalive contracts, shall be ragistered in first posilion, and shall ba on the Bank's slandard form, supported by
resolutions and solicitor's opinion, alf acceptable o the Bank.

a) Geperal Security Agreement ("GSA") representing a First charge issued by SANGOMA TECHNOLOGIES
INC. present and after acquired personal properly. — ON HAND

b) Assignment or evidence of Fire Insurance issuad by SANGOMA TECHNOLOGIES INC. In the amount of
CAD $13,000,000 with TD Bank as Loss Payee. - TO BE OBTAINED

c) EDC Account Recelvable Insurance issuad by SANGOMA TECHNOLOGIES INC.
d} Security Agreament (UCC) issuad by SANGOMA US INC. — ON HAND

&) Security Agreement (UCC) issued by VOIP SUPPLY LLC, — ON HAND




f) Unlimited Corporale Guarantee of Advances issued by VOIP SUPPLY LLC in favour of SANGOMA
TECHNOLOGIES INC. — ON HAND

g) Unlimited Corporale Guarantes of Advances issued by SANGOMA US INC, in favour of SANGOMA
TECHNOLOGIES iNC. — ON HAND

h) Security Agreement (UCC) issued by SANGOMA TECHNOLOGIES US INC. — ON HAND

I} Unlimited Corporate Guarantee of Advances issued by SANGOMA TECHNOLQGIES INC. Inc. in favour of
SANGOMA US INC. - ON HAND

i Unlimited Corporate Guaranlee of Advances issued by VOIP SUPPLY LLC in favour of SANGOMA US INC.
— ON HAND

k) Unfimited Corporate Guarantee of Advances issued by SANGOMA TECHNOLOGIES US INC. in favour of
SANGOMA US INC. - ON HAND

I} Unlimited Corporale Guarantee of Advances Issued by SANGOMA TECHNOLOGIES US INC in favour of
SANGOMA TECHNOLOGIES INC. -~ ON HAND

m) Security Agreement (UCC) issued by SARANAC ACQUIRECO - TO BE OBTAINED

n) Unlimited Corparate Guarantae of Advances issued by SARANAC ACQUIRECO in favour of SANGOMA
TECHMNOLOGIES INC. and SANGOMA US INC, - TO BE OBTAINED

o) Unlimited Corporale Guarantee of Advances issued by SANGOMA TECHNOLOGIES INC. in favour of
SARANAC ACQUIRECO. — TO BE OBTAINED

p)} Unlimitad Corporate Guarantee of Advances issued by SANGOMA US INC. in favour of SARANAC
ACQUIRECO. - TO BE OBTAINED

q) Unlimited Corporate Guaraniee of Advances lssued by SANGOMA TECHNOLOGIES US INC. in favour of
SARANAC ACQUIRECO. — TO BE OBTAINED

r) Unlimited Corporate Guarantee of Advances Issued by VOIP SUPPLY LLC in favour of SARANAC
ACQUIRECO, - TO BE OBTAINED

All parsons and enlities required to provide a guarantea shall be referred to in this Agreement individually as a
"Surety” and/or “Guarantor” and collectively as the "Guarantors”;

All of the above security and guarantees shall be ralarred o colleclively in this Agreement as "Bank Securily”,

DISBURSEMENT
CONDITIONS

The obligation of the Bank {o permit any drawdown hereunder is subject {o the Slandard Disbursement Conditions
contained in Schedule "A" and the fallowing additional drawdown conditions:

Delivery to the Bank of the following, all of which must be satisfactory o the Bank:
Assigned
Facilities Description

4) Executed Letler Agreement.




4) All security to bs on hand and in good order. Funding in escrow, subject to writlen undertaking from
the Solicitor lo ansure all security is registered in good ordar wilh the terms of the credit underwriting.

4) Salisfaciory due diligenca on the Project Saranac acquisition {l.e. Digium, Inc.), including the finalized
Purchase and Sale Agreement, quality of eamings repor, and other related documentalion (executed
coples to be provided prior to funding).

4) At closing, pro-forma compliance certificate supported by the mosl recently available fiscal quarier-
end financial slalements and detail covenant caleuiations.

4) Maximum leverage ralio not 1o exceed 3.0x at Closing.

4) Internal financlal statemants for the quarter and yaar end, June 30, 2018 to be provided and
acceplable lo the Bank prior to drawdown.

REPRESENTATIONS

AND WARRANTIES

All representations and warranties shall be deemed {o be continually repeated so long as any amounts remain
outstanding and unpald under this Agreement or so [ong as any commitment under this Agreement remains in
effect. The Borrower makes the Standard Representations and Wamanties set aut in Schedule A",

POSITIVE
COVENANTS

So long as any amounts remain outstanding and unpaid under this Agreement ar so long as any commitment
under this Agreement remains In effect, the Bomower will and will ensure thal its subsidiaries and each of the
Guaranlors will observe the Standard Positive Covenants set out in Schadule "A" and in addition will:

Asslgned

Facilities

1) The line of credit should adequately fluctuate, failing of which may trigger discussion with the
Borrower to put a repayment program In place.

1) The Borrower will ensure that obligations are fulfilled in order for insurance coverage to be effective
under Export Development Canada's (EDC's) Accounts Receivable Insurance (ARI) policy, The
Borrower's abligations include but is not limitad to previding EDC with monthly declarations of all
exports, payment of the insurance premium, credit approvals (i.e., abiding by pre-approved buyer
limits or discretionary coverage based on the bommower's confirmation of the creditworthiness of the
buyer at the time of export), notification of overdue accounts receivable, and timely renawal of the

Description

ARI policy.

All) Maintain at all timas, a bank account with the Bank into which all the receivables generated by the
Borrower will be depesited.

Ally Security including a guarantee s to be provided for any individual subsidiary with 5% or greater
EBITDA/Assetls and all Borrowers and Guarantors are fo make up at least 90% of EBITDA/Assels,

REPORTING

COVENANTS

2:;"?3:: Description

Al Pravide annval consolidated audited financlal stalements within 120 calendar days of fiscal year and,

AR Provide quarlerly consolidated company prepared financial statements within 45 calendar days of
fiscal quarter end

Al Financial projections for the upcoming fiscal year within 30 calendar days after each fiscal year end.

Financlal projections to include management's assumptions, balance sheet, income statement, cash
flow statemerit and financial covenant calculations broken out by fiscal quarter.




NEGATIVE
COVENANTS

So long as any amounts remain outstanding and unpaid under this Agreement or so long as any commitment
under this Agreement remains In effact, the Bormower will and will ansurae that its subsidiaries and each of the
Guaranlors will observe the Standard Negative Covenants set out in Schedule "A". In addition the Borrower will
not and will ensure that its subsidlaries and each of the Guarantors will nol:

Assigned
Facllities Description

All} Make Distributions, except Permitted Distributions, Distributions are defined as dividends, share
redemptions, repayment of shareholder/related party loans, and advances e shareholder/related
parties. Permitted Distributions are subject to a Leverage Ratio of <2.5x and no Event of Default or
default having occurred and continuing pre and post payment,

All) Merge or consolidate with any other Person, or acquire all or substantially all of the shares, assets or
business of any other Person other than Permited Acquisitions. Permitied Acquisitions are defined
as acquisitions in respect of which all of the following criteria are satisfied:

#) The acquired entity shall operate in the same industry and business as the Borrower

fi} The aggregate cos! of acquisitions in a 12-month period shall not excead $15,000,000; and the
aggregate amount of acquisitions during the 5-year contractual term shall not excead $50,000,000.
iiiy 100% ownership to be acquired

iv) Nan-hostile

v) Existing indebtednass in the acquisition to be retired and all encumbrances to be discharged,
subjfect lo Permitied Liens

vi) The Bosrowers shall provide security on the acquired enlity, if applicable, al closing the acquisition
vii} No default or Event of Default has occured and is continuing pre and post-acquisition

viii) The acquisition Is to be accrative to cash flow

PERMITTED LIENS
Parmitted Liens as referred to in Schedule “A" are:

Assigned
Facilitles

Al Purchase Money Security Interests in equipment which Purchase Money Security Inlerests exist on
tha date of this Agreament {"Existing PMS!s") which ara known to the Bank and all future Purchase
Monay Security Interests on equipment acquired fo replace the equipment under Existing PMSls,
provided that the cost of such replacement equipment may not excead the cost of the equipment
subject ta the Existing PMSI by more than 10%

Description

FINANGIAL
COVENANTS

The Borrower agrees at all times to:

a) Maintain a minimum Fixed Charge Coverage Ralic (FCC? of not lass than 1.15x, at all times. Te be
tested on a building-annualized® basis for the first 3 fiscal quarters post-closing, and on rolling<4-
quarter basis thereafter.

*Bullding-annualized {o be calculated as follows:
-1st fiscal querter post-closing X 4

-1st + 2nd fiscal quarters post-closing X 2

=15t + 2nd + 3rd fiscal quarters post-closing /3 X 4
-Ah fiscal quarter post-closing, rolling 4-quarter




FCC ratio 1o be calculated as follows:

Adjusted EBITDA less the sum of Unfinanced Capital Expenditures, cash taxas, Permitted
Distribulions; all divided by the sum of scheduled principal repayments of indebtedness, and cash
interest expense.

Adjusted EBITDA is defined as net income or net loss plus interest expense, income tax expense,
depreciation and amortization (EBITDA) plus{minus):

-Exiraordinary losses/{galns) as detemined in accordance with IFRS (ar GAAP if applicable).
-Non-cash Iosses/(gains) Including foreign exchange transtation losses/{gains), stock based
compensalion expenses, or write-downs/{writa-ups),

-Unusual or non-recurring cash charges, expenses or losses (approved by the Lender).

Uinfinanced capital expenditures ara defined as capital expenditures not financed by way of term
debt, capital leases, and/or proceeds from tha disposition of capital assets.

b) Malntain a maximum Tolal Debt to Adjusted EBITDA Ratio ('Leverage Ratio") of less than 3.25x,
reducing to 3.00x at September 30, 2018, and to 2.75x at March 31, 2013. To be testedona
building-annualized* basis for tha first 3 fiscal quarters post-clasing, and on mlling-4-quarier basis
thereafter.

*Building-annualized to be calculated as {ollows:
-1st fiscal quarter post-closing X 4

-1st + 2nd fiscal quariers post-closing X 2

-1st + 2nd + 3rd fiscal quarters post-closing /3 X 4
-41h fiscal quarter post-closing, rolling 4-quarter

Total Debt is defined as the sum of all debts and liabilities for borrowed money including hedging
obligations {for clarification, on the net negative mark-to-marketl exposure shall be Included), liabiiities
in respect of any BA's, Lelters of Credit and Guarantee, capital leases, and conlingent guarantees
(where amounts are specifically defined and determinable) in favour of a third party. For clarity, Total
Debt is to be calculated as actual, not building-annualized.

Adjusted EBITDA Is defined as nel income or net loss plus interest expense, incorne tax expense,
depreciation and amortization (EBITDA) plus/{minus):

-Extraordinary losses/{gains) as delermined in accordance with IFRS (or GAAP if appiicable).
-Non-cash lossea/{gains) including foreign exchange translation losses/(gains), stock based
compensation expenses, or wrile-downs/{write-ups),

-Unusual or non-recumring cash charges, expenses or losses (approved by the Lender),

EVENTS OF
DEFAULT

The Bank may accelerale the payment of principal and interest under any committed cradit tacility hergaunder and
cancel any undrawn portion of any committed credit facility hereunder, &t any time after the occurrence of any one
of the Standard Events of Default contained in Schedule "A" attached hersto.

ANCILLARY
FACILITIES

As at the date of this Agreement, the following uncommitied anclilary products are made avallable. These
producls may be subject to other agreements.

1) TD Visa Business card {or cards) for an aggregate amount of $40,000
2) Cerlain treasury products, such as forward foreign exchange trensaclions, and/or inlerest rats and




currency andfor commodity swaps.

The Borrower agrees that treasury products will be used lo hedge its risk and will not be used for
speculative purposes.

The paragraph headed "FX CLOSE OUT" as set out in Schedule "A” shall apply to FX Transactions.

Far the Borrower's information only, the Bank advises the Borrower that, as at the day of this
Agreement only, the Bank would, if requested by the Borrower, make available to the Borrower
farward foreign exchange contracts in an aggregate amount of up to $3,084,515 far perods of up to
12 months. This limit and tarm s subject to change at any tima at the discretion of the Bank and
without prior notice to the Borrower. The Borower must contact the Bank from time to time, to obtain
information about the Borrowear's then current forward foreign exchange fimit.

AVAILABILITY OF
OPERATI AN

The Operaling lLoan is uncommitted, made available at the Bank's discrelion, and is not automalically available
upon salisfaction of the terms and conditions, conditions precedent, or financial tests set out herein.

The occurrence of an Event of Default is not a precondilion to the Bank's right o accelerale repayment and
cancel the availability of the Operating Loan.

SCHEDULE “A" -
DARD T
AND CON

Schedule "A” sets out the Standard Terms and Conditions ("Standard Terms and Conditions") which apply to
these credit facilities. The Standard Terms and Conditions, including the defined tarms set out therein, form
part of this Agreement, unless this lelter states specifically that ane or mora of the Standard Termns and
Conditions do not apply or are madified.

ENT
SCHEDULE "A”
AND
CONDITIONS

The following amendments to the Standard Terms and Condilions apply:

"tnform the Bank of any actual or probablea litigation and fumish tha Bank with copies of details of any litigation
or other proceedings, which might affect the financial condition, business, aperations, or prospects of the
Borrowsr,”, appearing In Section #7 i). STANDARD POSITIVE COVENANTS is replaced "Inform the Bank af
any actual or probable litigation and furmnish the Bank with copies of detalls of any litigation or other proceedings,
which might materially affect the financial condition, business, operations, or prospects of the Borrower.”

“Permit any changes of ownership or change in the capital structure of the Borrower.", appearing in
Section #3 g}. STANDARD NEGATIVE COVENANTS is replaced "The Borrower will not agree to a change in
control without prior written consent of TD, which consent shall not be unraasonably withhsld"

*If any representation, warmmanty or statemenlt made hersunder or made in connection with the exacution and
dalivery of his Agreamant or the Bank Security is false or misleading at any time."”, appearing in

Section #10 b). STANDARD EVENTS OF DEFAULT s replaced "If any material representation, warranty or
statement made hersunder or made In connection with the execution and delivery of this Agresment or the
Bank Security is false or misleading at any time *
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*If any reprasentation or warranty made or information provided by the Guarantor to the Bank from time to time,
including without limitation, under or In connection with the Personal Financial Statement and Privacy
Agreement provided by the Guarantor, s false or misleading at any time."”, appearing in Section #10 c).
STANDARD EVENTS OF DEFAULT is replaced "If any material representatlon or wamranty made or
information provided by the Guarantor to tha Bank from time to time, Including without lirnitatfon, under or In
connectlon with the Parsonal Financial Statement and Privacy Agreement provided by the Guaranior, Is false
or misleading at any ima.”

“If there Is a braach or non-performance or non-obsarvance of any temm or conditian of this Agreemant or the
Bank Security and, if such default is capable lo being remedied, the default continues unremedied for 5
Buslnass Days after the occurmence.”, appearing In Section #10 d). STANDARD EVENTS OF DEFAULT s
replaced "if there is a breach or non-performance or non-observance of any material tarm or condition of this
Agreement or the Bank Security and, if such default is cepable to being remedied, the default continues
unremedied for 5 Business Days afier the occurence.”

"I, in the Bank's determination, material adverse change occurs in the financial condition, business operalions
or prospects of the Borrower, any of the Borrower's subsidiaries, or any of lhe Guarantars.”, appearing in
Section #10 ). STANDARD EVENTS OF DEFAULT is replaced "If, In the Bank's delermination, acting
reasonably, material adverse change occurs in the financial condition, business cperations or prospects of the
Borrower, any of the Bormower's subsidiaries, or any of the Guarantors.”

"The Borrawer shall pay, within 5 Business Days following notification, all fees and expenses (including but not
limited to all legal fees) incured by the Bank in connection with the preparation, registration and ongoing
administration of this Agreement and the Bank Security and with the enforcement of the Bank's rights and
remedies under this Agreement and the Bank Securily whather or not any amounis are advanced under the
Agreemeni. These fees and expenses shall include, but not limited, lo all outside counsel fees and expenses
and all In-house lega! fess and expenses, i in-house counsel are used, and all outside professional advisory
fees and expensas. The Borrower shall pay interest on unpaid emounts due pursuant to this paragraph at the
All-In Rate plus 2% par annum.”, appearing in Section #17, EXPENSES is replaced "The Borrower shall pay,
within 5 Business Days following notification, all reasonable fees and expensas (including but not limited o all
legal fees) incurred by the Bank in connection with the preparation, registration and ongoing administration of
this Agreement and the Bank Security and with tha enforcement of the Bank's rights and remedies under this
Agreementl and the Bank Security whether or not any amounts are advanced under the Agreement. These fees
and expenses shall include, but not limited, to all reasonable outside counset fees and expenses and all in-
house legal fees and expenses, if in-house counsel are used, and all outside professional advisory fees and
expenses. The Borrower shall pay interest on unpaid amounts due pursuanl ta this paragraph at the All-ln Rate
plus 2% per annum."

"The Bank may assign or grant participation In all or part of this Agreament or In any loan made hereunder
without notice to and without the Borrower's consent.”, appearing in Sectlon #22. ASSIGNMENT is replaced
*The Bank {in Its sole credit discretion} shall have tha right to assign, sell or participate its respective
rights and obligations in the Credit Facllitles or In any borrowing heraunder, In whole or in part, to one
or mora financlaf Institutions, with the consent of the Borrowers, not to be unreasonably withheld.
Notwithstanding the foregoing, the consent of the Borrowers Is not required if a default or Event of
Default has occurred and s continuing)

Wa trust you will find thesa Facllities halpful in meeling your ongoing financing requirements. We ask that if you
wish to accept this offer of financing {(which includes the Standard Temms and Conditions), please do so by
sighing and retuming the attached duplicate copy of this letter to the undersignad. This offer wili expire if not
accepled in writing and recelved by the Bank on or before June 30, 2018

1"




Yours truly,

THE TORONTQO-DOMINION BANK

Y s

//v Adrian Slurino
Relalionship Manager
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TO THE TORONTO-DOMINION BANK:

SANGOMA TECHNOLOGIES INC., and SANGOMA LS INC. hereby accepts the foregeing offer this

day of _Tua 8. , 2018. The Borrower confirms that, except as may be set out abova, the credit
facllities delailed herein shall not be used by or on behalf of any thind party.

Signatura’.

Signature

U_—ga—-G- L1 A 1 \MJ LS. &« SM, bw*
Print Name &Position Print Name & Posilion
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cc. Guarantor{s)

The Bank is providing the guarantor(s) with a copy of this letter as a courtesy only. The delivery of a copy of
this letter doas not create any obligation of the Bank to provide the guarantor{s) with notice of any changes to
the credit facilities, including without limitation, ehanges to the terms and conditions, increases or decreases in
the amaunl of the credil facllities, the establishment of new credit facilities or otherwise. The Bank may, or may
not, at its option, provide the guarantor(s) with such informalion, provided that the Bank will provide such
information upon the written request of the guarantor.
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SCHEDULE A
STANDARD TERMS AND CONDITIONS

1. INTEREST RATE DEFINITIONS
Prime Rata means the rate of Interest per annum (based on a 365 day year) established and reporied by the

Bank to the Bank of Canada from time to time as the reference rate of interest for determination of intarast
rates that the Bank charges ta customers of varying degrees of ereditworthiness in Canada for Canadian dollar
{oans made by it in Canada,

The Stamplng Fee rate per annum for CAD B/As is based on a 365 day year and the Stamping Fee is
calculated on tha Faca Amount of each B/A presented to the Bank for acceptance. The Slamping Fea rate per
annum for USD B/As Is based on a 360 day year and the Stamping Fee is calculated on the Face Amount of
each B/A presented to the Bank for acceptance.

CDOR means, for any day, the annual rate for B/As denominated in Canadian Dollars for a specified term thal
appears on the Reuters Screen CDOR Page as of 10:00 a.m. (Toronto time) on such day (or, if such day is nol
a Business Day, then on the immedialely preceding Business Day).

LIBOR means the rale of interasl per annum (based on a 360 day year) as delermined by the Bank (rounded
upwards, if necessary to the nearest whole mulliple of 1/161h of 1%) at which the Bank may make available
Uniled States dollars which are obtained by the Bank in the Interbank Euro Currency Market, London, England
at approximatety 11:00 a.m. {Toronto time) on the second Business Day before the first day of, and In an
amount similar to, and for the period similar to the interest period of, such advance,

USBR means the rate of interest per annum (based on a 365 day year) established by the Bank from time to
lime as the reference rate of interest for the determination of interest rates that the Bank charges to customers
of varying degrees of creditworthiness for US dollar loans made by it in Canada.

if Prime Rele, CDOR, LIBOR, USBR or any other applicable base rate is less than zero, such base rate shall
be deemed to be zem for purpases of this Agreement.

Any interest rate based on a petiod less than a year expressed as an annual rate for the purposes of the
Interest Act (Canada) is equivalanl to such determined rate mulliplied by the actual number of days in the
calendar year in which the same is to be ascertained and divided by the number of days in the periad upon
which it was based.

2. INTEREST CALCULATION AND PAYMENT
Interest on Prime Based Loans and USER Loans is calculated daily (including February 29 in a leap year) and

payable monthly in arrears based on the number of days the subject loan is outslanding unlass otherwise
provided in the Rate and Payment Termns Notice. Interest is charged on February 29 in & leap year.

The Stamping Fee is calcuiated based on the amount and the term of the B/A and is payable upon acceplance
by the Bank of the B/A. The net proceeds received by the Borrower on a B/A advance will be equal to the Face
Amount of the B/A discounted al the Bank's then pravailing B/A discount rata for CAD B/As or USD B/As as the
case may be, for the specified tarm of the B/A less the B/A Stamping Fee, If the B/A discount rate (or the rate
used to determine the B/A discount rate) Is less than zero, it shall instead be deemed to be zern for purposes
of this Agreement.

Interest on LIBOR Loans and COOR Loans is calculated and payable on the eadier of contract maturity or
quarterly in ervears, for the number of days in the LIBOR or CDOR interest pericd, as applicable.

L/C and /G fees are payable at the tima set out in the Letter of Credit Indemnity Agreement applicable to the
fssued L/C of UG,
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Interest on Fixed Rate Term Loans is compounded monthly and payable monthly in armears unless otherwise
providad in the Rate and Payment Terms Notica,

Interest is payable both bafore and after maturity or demand, default and judgment.

Each payment under this Agreement shall be applied first in payment of costs and expenses, then interest and
fees and the balancs, if any, shall be applied In reducllon of principal.

For loans not secured by real property, all overdue amounts of principal and interest and all amounls
outstanding in excess of the Credit Limit shall baar inleres! from the data an which the same bacame due or
from when the excess was incurred, as the case may be, until the date of payment ar until the date the excess
is repald at the Bank's standard rale charged from time to time for overdraRs, or such Jower interest rate if the
Bank agrees o a lower interast rate in wriling. Nothing In this clause shall be deemed to authorize the
Borrower to Incur loans in axcess of the Credit Limit.

If any provision of this Agreament would oblige the Borrower ta make any payment of intarest or other amount
payable to the Bank in an amount or calculatad at a rate which would be prohibited by law or would resultin 2
receipt by the Bank of “interest” al a “criminal rate” (as such lerms are construed under the Criminal Code
(Canada)), then, notwithstanding such provision, such amount or rate shall be deemed to have been adjusted
with retroactive effect to the maximum amount or rate of interest, as the case may be, as would not be so
prohibited by applicable law or so result in a receipt by the Bank of *interest® at a “criminal rate®, such
adjustmant to ba effected, to the extent necessary (but only to the extant necessary), as follows: first, by
reducing the amount or rate of interest, and, thereafier, by reducing any fees, commissions, costs, expenses,
premiums and other amounts required to be pakd to the Bank which would constitule interest for purposes of
section 347 of the Criminal Code (Canada).

3. DRAWDOWN PROVISIONS
Prime Bagsed and USBR Loans

There is no minimum amount of drawdown by way of Prime Based Loans and USBR Loans, except as stated
in this Agresmant. The Borrower shall provide the Bank with 3 Business Days' nolice of a requested Prime
Based Loan or USBR Loan over $1,000,000,

BlAs

The Borrower shall advise the Bank of the requeslad term or maturity date for B/As issued hereunder, The
Bank shali have the discretion to rastrict the term or maturity dates of B/As. In no event shall the term of the
B/A exceed the Contraclual Term Malusity Date or Maturity Date, as applicabla. Except as otherwise stated in
this Agreement, (he minlmum amount of a drawdown by way of B/As 1s 51,000,000 and in multiples of
5100,000 thereafier. The Baower shall provide the Bank with 3 Business Days' notice of a requested B/A
drawdown.

The Borrower shall pay to the Bank the full amount of the B/A at the maturity date of the B/A.

The Borrower appoints the Bank as its attornay to and authorizes the Bank to (i) complete, sign, endorse,
negotiate and deliver B/As on behalf of the Bomower in handwritten form, or by facsimile or mechanical
signature or otherwise, (i) accepl such B/As, and (i) purchase, discount, and/or negotiate B/As.

LIBOR and CDOR
The Borrower shall advisa the Bank of the requested LIBOR or CDOR contract maturity period. The Bank shall

have the discretion to restrict the LIBOR or CDCR contract maturity. [n no event shall the term of the LIBOR or
CDOR contract exceed the Contractual Term Maturity Date. Except as otherwise stated in this Agreement, the
minimum amount of e drawdown by way of a LIBOR Loan or 8 CDOR Loan is $1,000,000, and shall be In
mulliples of $100,000 thereafter. The Borrower will provide the Bank with 3 Business Days' notice of a
requested LIBOR Loan or CDOR Loan.

C r
The Bank shall have the discretion (o restrict the malurity date of UGs or L/Cs.
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BIA, LIBOR and CDOR - Conversion

Any portion of any B/A, LIBOR or CDOR Loan that is not repaid, rolled over or converted In accordance with
the applicable notice requirements hereunder shall be converied by the Bank to 2 Prime Based Loan effective
as of the maturily date of the B/A or the last day in the interest period of the LIBOR or CDOR contract, as
applicable. The Bank may charge interest on the amount of the Prime Based Loan al the rate of 115% of the
raie applicable to Prime Based Loans for tha 3 Business Day period immediately following such maturity.
Thereafter, the rate shall revert to the rate applicable to Prime Based Loans.

B/A, LIBOR and CDOR — Market Disruption

if the Bank determines, in its sole discretion, that a normal market in Canada for the purchase and sale of B/As or
lhe making of COOR or LIBOR Loans doas not exist, any right of the Borrawer to request a drawdown under the
applicable borrowing option shall be suspended until the Bank advises otherwise. Any drawdown request for
B/As, LIBOR or CDOR Loans, as applicable, during the suspension pericd shall be deemed to be a drawdown
notice requesting a8 Prime Based Loan in an equivalent amount.

Cash Management

The Bank may, and the Borrower hereby authorizas the Bank to, drawdown under the Operating Loan,
Agricutture Operating Line or Farm Property Line of Cradit lo salisfy any obligations of the Bomower to the
Bank In connection with any cash management service pravided by the Bank to the Borrower. The Bank may
drawdown under the Operating Loan, Agriculture Operating Line or Farm Properly Line of Cradit even if the
drawdown results in amounts outslanding in excess of the Credit Limit.

Notice

Prior to each drawdown under a Fixed Rate Term Loan, othar than a Long Term Farm Loan, an Agriculture
Term Loan, a Canadian Agricultural Loans Act Loan, a Dairy Term Loan or a Poultry Term Loan and at feast 10
days prior to the matusily of each Rate Term, the Borrower will advise the Bank of its selection of drawdown
options from those made available by the Bank, The Bank will, afler each drawdown, other than drawdowns by
way of BA, CDOR, or LIBOR Loan or under the operating loan, send a Rale and Payment Terms Natice to the
Borrower.

4. PREPAYMENT
Eixed Rate Term Loans

10% Prepaymeant Option Chosen.

(a) Once, each calendar year, ("Year"), the Borrower may, provided that an Event of Default has nol
occurred, prepay in one lump sum, an amount of principal outstanding under a Fixed Rate Term Loan not
exceading 10% of the original amount of the Fixed Rate Tarm Loan, upon payment of ail inlerest accrued
to the data of prapayment without paying any prepayment charge. If the prepaymant privilege is nol used
in one Year, it cannot be carried forward and used In a [ater Yaar.

(b) Provided that an Evant of Dafault has not occurred, the Borrower may prapay mora than 10% of the
original amount of a Fixed Rate Term Loan in any Year, upon payment of all Interest accrued to the
date of prepayment and an amount equal to the graater of:

i) three months' interast on the amount of the prepayment (the amount of prepayment is the
amount of prepayment exceeding the 10% limit described in Section 4(a)) using tha interest
rale applicable to the Fixed Rate Term Loan being prepaid; and

i) the Yisld Mainlenance, baing the difference between:
a. the cument outstanding principal balance of the Fixed Rate Term Loan; and
b. (he sum of the present values as of the date of the prepayment of the future paymants to ba
made on the Fixed Rate Term Loan until the last day of the Rale Term, plus the present value
of the principal amount of the Fixed Rate Tenn Loan that would have been due on the maturity

17




of the Raie Term, when discounted at the Government of Canada bond yield rale with a term
which has the closest maturity to the unexplred term of the Fixad Rate Term Loan.

10% Prepayment Option Not Chosen.

(c) The Bomower may, provided that an Event of Default has not occurred, prepay all or any part of the
principal then oulstanding under a Fixed Rate Tern Loan upon payment of all interest accrued to the
date of prepayment and an amount equal lo the greater of;

i)  three months' interest on the amount of the prepayment using the interest rate applicable to the
Fixed Rate Term Loan being prepaid; and

i)  the Yield Mainlenance, being the difference between:

a. the current outstznding principal balance of the Fixed Rate Temn Loan; and

b. the sum of the present values as of the date of the prepayment of the fulure paymenis to be
made on the Fixad Rala Term Loan until the last day of the Rate Term, plus the present vaiue
of the principal amount of the Fixed Rata Term Loan that would have been due on the maturity
of the Rale Term, when discountad at the Government of Canada bond yield rate with a term
which has the closest maturity to the unexpired term of the Fixed Rate Term Loan.

Eloating Rate Term Loang

The Borrower may prapay the whole ar any part of the principal oulstanding under a Floaling Rate Term Loan,
at any time without the payment of prepayment charges.

. STANDARD DISBURSEMENT CONDITION

The obligation of the Bank lo permit any drawdowns hereunder at any lime is subject to the following conditions
precedant:

a) The Bank shall have received the following documents which shall be in form and substance
satisfactory to the Bank:

i) A copy of a duly executed resolution of the Board of Direclors of the Borrower empowaring the
Bomower to enter into thls Agreement;

ii} A copy of any necessary govemment approvals authorizing the Borrower to enter inlo this

Agreament,

ii} Al of the Bank Security and supporting resolutions and solicitors’ letter of opinion required
hereunder;

iv) The Bomower's compliance certificate cerlifying compliance with all terms and conditions
hereunder;

v) Al operation of account documentation; and

vi} For drawdowns under the Facility by way of L/IC or L/G, tha Bank's standard form Letter of
Credit Indemnity Agreesmnent

b) The representations and warranties contained in this Agreement are comrect.

c) No event has occurred and is continuing which constitutes an Evant of Default or would constitute
an Event of Defaull, but for the requirement that notice be given or time efapse or both,

d) The Bank has racelved the armangement fee payable hereundar (if any) and the Borrower has paid
all legal and other expensas incurred by the Bank In canneclion with the Agreement or the Bank
Security.

6. STANDARD REPRESENTATIONS AND WARRANTIES
The Borower harsby represents and wamrants, which reprasentations and warranties shall be deemed to be

continually repeated so long as any amounts remain outstanding and unpald under this Agreement or 5o long
as any commitment under this Agreement remains In effect, that;
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a) The Borrower is a duly Incorporated comporation, a limited parinership, partnership, or sole
proprietorship, duly erganized, validly existing and In good slanding under the laws of the
jurisdiction where the Branch/Cenlre is localed and each other jurisdiction whera the Borrower has
property or assels or camies on business and the Borrower has adequate corporate power and
authority to carry on ils business, own property, borrow monies and enter into agreements
thersfore, execute and deliver the Agreement, ihe Bank Securily, and documents required
hereunder, and observe and perform the terms and provisions of this Agreement.

b) There are no laws, statutes or regulations applicable to or binding upon the Borrower and no
provislons in its charter documents or in any by-laws, resolulions, contracts, agreements, or
arrangements which would be contravenad, breached, violated as a result of the execution,
delivery, performance, observance, of any terms of this Agreement.

c) No Event of Default has occurred nor has any evenl occurred which, with the passage of time or
tha giving of natice, would constilute an Event of Default under this Agreeament or which would
constitute a default under any other agreemenl

d) There are no actions, suils or proceedings, including appeals or applications for review, or any
knowiedge of pending actions, sults, or proceedings against the Borrower and its subsidiaries,
befora any court or adminisirative-agency which would result In any material advarse change in
the property, assets, financial condition, business or operations of the Borrower.

e) All material authorizations, approvals, consents, licenses, exemptions, filings, registrations and
olher requirements of governmental, judicial and public bodies and authorities required 1o carry on
its business have bean or will be obtained or effecled and are or will be in full force and effect.

] Tha financial statements and forecasts delivered to the Bank fairly present the present financial
postiion of the Borrower, and have bean prepared by the Borower and its auditors in accordance
with the Inlernational Financial Reporting Standards or GAAP for Private Enlerprises.

g) Al of the remitlances required to be made by the Borrower 1o the fedaral government and all
provincial and municipal governments have been mads, are currently up to date and there are ne
outstanding arears, Without limiting the foregoing, all emplayee source deductions (including
income taxes, Employment Insurance and Canada Pension Plan), sales laxes (both provincial and
federal), corporate Income taxas, corporate capital taxes, payroll laxes and workers'
compensation dues are currently paid and up to date.

h) If the Bank Security includes a charge on real property, the Borrawer or Guarantor, as applicable,
15 the Iegal and beneficial owner of the real property with geod and marketable title in fee simpla
thereto, free from all easements, rights-of-way, agreements, restrictions, morigages, llens,
executions and other encumbrances, save and except for those approved by the Bank in writing,

i) Al information that the Borrower has provided to the Bank Is accurate and complete respecting,
where applicable:

i) the names of the Berrower's direclors and the names and addresses of the Bomower's
beneficlal owners;

ii) the names and addresses of the Borrower's trustees, known benefictaries and/or settiors;
and

fil)y the Borrower's ownership, cantral and structure,

7. STAND POSITI VENA

So long as any amounts remain outstanding and unpaid under this Agreement ar so long as any commitment
under this Agreement remains in effect, the Bormower will, and will ensure that its subsldiarias and each of the
Guarantors will:

a) Pay all amounts of principal, interest and fees on the dates, imes and place specified herain,
under the Rate and Payment Temns Nolice, and under any other agreement between the Bank
and the Borrower.

b) Advise the Bank of any change in the amount and the terms of any credit arrangement made with
other lenders or any aclion taken by another lender lo recover amounts outstanding with such
other lender,

c) Advise promptly after the happaning of any event which will result In a material adverse change in

the financial condition, business, operations, or prospecls of the Borrower or the occunrence of
any Event of Default or default under this Agreement or under any other agreement for borrowed
maney.




d) Do all things necessary to maintain in good standing ils corporale existence and preserve and
keep all material agreaments, rights, franchises, licenses, operalions, contracts or other
arrangements In full force and effect.

e) Take all necessary actions to ensure that the Bank Security and its obligstions hereunder will rank
ahead of all other indebtedness of and &l other security granted by the Borrower.

f) Pay all taxes, assessments and government charges unless such taxes, assessments, or charges
are being contested in goad faith and appropriate reserves shall be made with funds set aside ina
separate trust fund.

)] Provide the Bank with informallon and financial dala as it may request from time (o time, including,

without limitation, such updated information and/or additiona! supporting information as the Bank
may require with respect to any or all the matters in the Borrower's represeniation and wamanly in

Section 6(T).
h) Maintain property, plant and equipment in geod repair and working condition.
i} Inform the Bank of any actual or probable litigation and furnish the Bank with coples of detalls of

any litigation or other proceedings, which might affect the financial condition, business, operations,
or prospects of the Borrower.

i Provide such additional security and documentation s may be raquired from time to time by the
Bank or its solicitors,

k) Continue to carmry on the business currently being carried an by the Barrower its subsidiaries and
each of the Guarantors at the dale hereof.

1y Maintain adequale insurance on all of its assets, undertakings, and business risks.

m) Permit the Bank or its atthorized representatives full and reasonable access {o its premises,

business, financial and computer records and aliow the duplication or extraction of pertinent
information therefram.
n) Comply with all applicable laws.

8. STANDARD NEGATIVE COVENANTS

So long as any amounis remain outstanding and unpaid under this Agreement or sa fong as any commitment
under this Agreement remains in effect, the Borrower will not and will ensure that its subsidiaries and each of
the Guarantors will not:

a) Create, incur, assuma, or suffer to exist, any morgage, deed of trust, pledge, lien, security
interast, assignmenlt, charge, or encumbrance (including without limitation, any conditional sale, or
other title retention agreement, or finence lease) of any natura, upon or with respect to any of its
assels or underiakings, now owned or hereafier acquired, except for these Permitted Liens, if any,
sel out in the Letter.

b) Creale, incur, assume or suffer to exist any other indebtedness for borrowed money (except for
indebtedness resulling from Permitted Liens, if any) or guaraniee or act as surety or agree {o
indemnify the debts of any olher Person. ’

c) Merge or consolidate with any ather Person, or acquire all or substantially all of the shares, assets
or business of any other Person.
d) Sell, lease, assign, transfer, convay or otherwise dispose of any of its now owned or hereafter

acquirad assets (including, without limitation, shares of stock and Indebtedness of subsidieries,
receivables and leasehold interests), except for inventory disposed of in the ordinary course of

business.
) Temminate or enter into a surrender of any lease of any property martgaged under the Bank
Security.
f} Cease to carry an the business currently being camried on by each of the Borrower, its
subsidiaries, and the Guarantors at the date hereof.
9) Permit any change of ownership or change in the capital structure of the Borrower.
. ENVI NTAL

The Bormower represents and warmrants {which representation and warranty shall continue throughout the term
of this Agreement) that tha business of the Borrowesr, its subsidiaries and each of tha Guarantors is being
operated In compliance with applicable laws and regulations respecting the discharge, omission, spill or
disposal of any hazardous materials and that any and all enforcement actions In respect therato have basn
clearly conveyed to the Bank.
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The Borower shall, at the request of the Bank from time to time, and at the Borrower's expanse, obtain and
pravide to the Bank an environmental audit or inspection report of the property from auditors or inspectors
acceptable to the Bank.

The Borrower hereby indemnifies the Bank, its officers, directors, employees, agants and shareholders, and
agrees to held each of them hamless from all loss, claims, damages and expenses (including legat and audit
expenses) which may be suffered or incurred in connection with the indebledness under this Agreement or in
connection with the Bank Security.

10, DARD EVENTS OF T

The Bank may accelerate the payment of principal and interest undar any committed credil facifity hereunder
and cancel any undrawn portion of any committed cradit faclity hereunder, at any time after the occurrence of
any one of the following Events of Default:

a) Non-payment of principal outstanding under this Agreement when due or non-payment of interest
or fees outstanding under this Agreement within 3 Business Days of when due.

b) If any representation, warranty or statement made hareunder or made in connection with the
exaculion and delivery of this Agreement or the Bank Security is false or misleading at any time.

c) If any representation or warranty made or information provided by the Guarantor to the Bank from

time to lime, including without ¥mitation, under or in connection with the Parsonal Financial
Statement and Privacy Agreesment provided by the Guarantor, is false or misleading at any time.

d) If there s a breach or non-performancea or non-observance of any term or condition of this
Agreement or the Bank Security and, if such default Is capable to baing remedied, tha default
continues unremedied for § Business Days sfler the cccurrence.

e) If the Borrower, any one of its subsidiaries, or, if any of the Guarantors makes a general
assignment for the benefit of creditors, files or presents a petition, makes a proposal or commits
any act of bankruptcy, or if any action is taken for the winding up, liquidation or the appoiniment of
a lquidalor, trustee In bankeupicy, custodian, curator, sequestrator, recelver or any other officer
with similar powers or if a judgment or order shall be entered by any court approving a petition for
recrganization, armrengement or composition of or in respect of the Borrower, any of its
subsidiaries, or any of the Guarantars or If the Borrower, any of its subsidiaries, or any of the
Guarantors is insolvent or declared bankrupt.

N If there exists a valuntary or involuntary suspension of business of the Barrower, any of ils
subsidiaries, or any of the Guarantors.

g) If action s taken by an encumbrancer against the Borrower, any of its subsidiaries, or any of the
Guaraniors to take possession of proparty or enforce proceedings against any assets.

h) If any final jJudgment for the payment of monies is made against the Borrower, any of its
subsidiaries, or any of the Guarantors and il Is not discharged within 30 days from the imposition
of such judgment.

i} If thera exists an avent, tha effect of which with lapse of time or the giving of notice, will constitule

an event of default or a default under any other agreement for borrawed money in axcess of the
Cross Default Threshold entered into by the Borrower, any of its subsidiaries, or any of the
Guarantors.

i) if the Barrower, any one of ils subsidiaries, or any of lhe Guarantors default under sny other
present or fulure agreement with the Bank or any of the Bank's subsidiarias, including withoul
limitation, any other loan agreement, forward foreign exchange transaclions, interest rate and
cumency and/or commodity swaps.

k) If the Bank Security is not enforceable o if any party to the Bank Security shall dispute or dany
any liability or any of its obligations under the Bank Security, or if any Guarantor terminales a
guarantee in respect of futura advances.

)] If, in the Bank's determination, a malerial advarse change occurs in the financial condition,
business operations or prospects of the Borrower, any of the Borrower's subsidiaries, or any of the
Guarantors.

m) if the Borrower or & Guarantor is an individual, the Barrower or such Guarantor dies or is found by

a court to be Incapable of managing his er her affairs.
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11. ACCELERATION

IFthe Bank accelerates the payment of principal and interast hereunder, the Borower shall immediatsly pay lo
the Bank all amounts oulstanding heraunder, including without limitation, the amount of unmatured B/As,
CDOR and LIBOR Loans and the amount of all drawn and undrawn L/Gs and L/Cs. All cost to the Bank of
unwinding CDOR and LIBOR Loans and all loss suffered by the Bank in re-employing amounts repaid will be
pald by the Borrower.

The Bank may demand the payment of principal end interest under the Operating Loan, Agricullure Operating
Line or Farm Property Line of Credit (and any other uncommitied facility) hereunder and cancel any undrawn
portion of the Operating Loan, Agricultura Operating Lins or Famn Property Line of Credit {and any other
uncommitied facility) hereunder, at any tima whether or not an Event of Default has occurred.

12, INDEMNITY

The Borower agrees to indemnify the Bank from and against any and all claims, losses and liabilities arising or
resulting from this Agreement. USD loans must be repaid with USD and CAD loans must be repaid with CAD
and the Borrawer shall indemnify the Bank for any loss sufferad by the Bank if USD loans are repaid with CAD
or vice versa, whether such payment is made pursuant to an order of a court or otherwise. In no event will the
Bank be H{able to the Borrower for any direct, indirect or consequential damages arising in connection with this
Agreement.

13. TAXATIONON P T

All payments made by the Borrower to the Bank will be made free and clear of all prasent and future taxes
{excluding the Bank's income laxes), withholdings or deductions of whatever nature. if these laxes,
withholdings or deductions ara requirad by applicable law and are made, the Borrawer, shall, as a separate
and independent obligation, pay lo the Bank all additional amounts as shall fully indemnify the Bank from any
such taxss, withholdings or deductions.

14. REPRESENTATION
No representation or warranty or other staternent made by the Bank concermning any of the Facilities shall be
binding on tha Bank unless made by it in writing as a specific amendment to this Agreement.

15. CHANGING THE AGREEMENT
a) The Bank may, from time o lime, unilaterally change the provisions of this Agreament whers (i) the

provisions of the Agreement relate to the Operating Loan, Agriculture Operating Line or Famm
Propecty Line of Credit (and any other uncommitted facility) or (i} such change is for the benefil of
the Barrower, or made al the Borrower's request, including without limilation, decreases lo fees or
interest payable hereunder or (i) where such change makes compliance with this Agreemaent less
onerous to the Borrower, Including without limitation, release of security. These changses can be
made by the Bank providing written notice to the Borrower of such changes in the form of a specific
walver or a document constituting an amending agreement. Tha Borrower Is not required to
execute such waiver or amending agreement, unless the Bank requests the Borrower 1o sign such
welver or amending agreement. A change in the Prime Rate and USBR is not an amandment 10
the terms of this Agreement that requires notification 1o be provided to the Borrower.

b) Changas to the Agreement, other than as described in a) above, including changes to covenants
and feas payable by the Borrower, are required lo be agreed {o by the Bank and the Bomower in
writing, by the Bank and the Borrower each signing an amending agreement.

c} The Bank is not required to nolify a Guarantor of any change in the Agraement, including any
increasa in the Credit Limit.

16. A T

If the introduction of or any change in any present or future law, regulation, lreaty, official or unofficial directive,

or regulatory requirement, (whether or not having the force of iaw) or in the interpretation or application thereof,

relates to:

i) the imposition or exemption of taxation of payments due to the Bank or on reserves or deemed
raserves in respect of the undrawn portian of any Facility or loan rnade available hereunder; or,




)] any reserve, special deposit, regulalory or similar requirement agalns! assets, deposits, or loans
or other acquisition of funds for loans by the Bank; ar,

i) the amount of capital required or expected to be maintained by the Bank as a resuft of the
existance of the advances or the commilment made hereunder;

and the result of such occurrence Is, in the sole determination of the Bank, lo increase the cost of the Bank or
to reduce the income received or raceivable by the Bank hereunder, the Borrower shall, on demand by the
Bank, pay lo the Bank that amount which the Bank eslimates will compensale it for such additional cost or
reduction in income and the Bank's estimate shall be conclusive, absent manifast error,

17. EXPENSES

The Borrower shall pay, wilhin § Business Days following notification, all fees and expenses (including but not
limilad to ali legal fees) incured by the Bank In connection with the preparation, registration and ongoing
administration of this Agreement and the Bank Security and with the enforcement of the Bank's rights and
remedies under this Agreemenl and the Bank Security whether or not any amounts are advanced under lhe
Agraeement. These fees and expenses shall include, but nol be limited, to all outside counse! fees and
expenses and all in-house legal fees and expenses, if in-house counsel are used, and all outside professional
advisory fees and expenses. The Borrower shall pay interest on unpaid amounts due pursuant to this
paragraph al the All-In Rate plus 2% per annum.

Without limiling the generality of Section 25, the Bank or the Bank's agent, is suthorized tc debit any of the
Bomrower's accounts with the amount of the fees and expenses owed by the Borrower hereunder, including the
regisiration fee in connection with the Bank Security, even if that debiting creales an overdraft In any such
account. If there are insufficient funds in the Borrower's accounts to reimburse the Bank or it's agent for payment
of the fees and expenses awed by the Borrower hereunder, the amount debited o the Borrower's accounts shall
be deemed to be a Prime Based Loan under the Operating Loan, the Agriculiure Qperating Line or Fanm Property
Line of Credit.

The Borrower will, if requested by the Bank, sign a Pra-Authorized Payment Authorization in a format acceplable
to the Bank to permit the Bank's agent o debit the Borrower's accounts as contemplated in this Section,

18. NON WAIVER

Any failure by the Bank o object to or take action with respect to a breach of this Agreement or any Bank
Security or upon the occurrence of an Event of Dafault shall not canstilute a waiver of the Bank's right to take
action at a later date on thal breach. No course of conduct by the Bank will give rise to any reasonable
expeciation which Is in any way Inconsistent with the terms and conditions of this Agreement and the Bank
Security or the Bank's rights thereunder.

19. EVIDENCE OF INDEBTEDNESS
The Bank shall record on its records the amount of all loans made hereunder, payments made in respect

thereto, and all other amounts becoming due to the Bank undar this Agreament. The Bank's records
constitule, in the absence of manifest error, conclusive evidence of the indebtedness of the Borrower to the
Bank pursuant to his Agreement.

The Borrower will sign the Bank's standard form Letter of Credit Indemnity Agreement for all UCs and LIGs
issued by the Bank.

With raspect lo chattel morigages taken as Bank Security, this Agreement is the Promissory Nola referred to in
same chattel mortgage, and the indebtedness incurred hereunder is the trua indebtedneas secured by the
chatte! mortgage.

20. ENTIRE AGREEMENTS

This Agreemant raplaces any previous letter agreements dealing specifically with terms and conditions of the
credit facilities described in the Lelter. Agreements relating o other credit facilities made available by tha Bank
continue to apply for these other credit facilities. This Agreement, and if applicable, the Letter of Credit
Indemnity Agraement, are the entire agreements relating to the Facilitizs described in this Agreement.




21. NON-MERGER
Notwithstanding the execution, delivery or registration of the Bank Security and notwithstanding any advances

made pursuant thereto, this Agreement shall continue to be valid, binding and enforceabla and shall not merge
as a result thereof. Any default under this Agreement shall constitule concurrent default under the Bank
Security. Any default under the Bank Security shall canstitute concurrent default under this Agreement. In the
event of an Inconsisiency between the terms of this Agreement and the terms of the Bank Security, the terms
of this Agreament shall prevail and the inclusion of any terrn in the Bank Security that is not dealt with in this
Agreement shall nol be an Inconsistency,

22, ASSIGNMENT
The Bank may assign or grant participation in all or part of this Agreement or in any loan made hereunder
withaut notice to and without the Borower's consent.

The Borrower may not asslgn or transfer all or any part of ils rights or obligations urder this Agreement.

23. RELEASE OF INFORMATION
The Bomrower hereby frrevocably authorizes and directs the Borrower’s accountant, (the “Accountant”) o
deliver all financial statements and other financial informalion conceming the Bomrower to the Bank and agrees
that the Bank and the Accountant may communicate diractly with each other.

1

24. FX CLOSE OUT

The Borrower hereby acknowledges and agrees that in the event any of tha following oceur: (i) Default by the
Borrower under any forward foreign exchange contract ("FX Contract™; (ii} Default by the Borrower in payment
of maonias owing by it to anyone, including the Bank; (iii} Default in the performance of any other obligation of
the Borrower under any agreement to which it Is subject; or {iv) tha Borrower is adjudged to ba or voluntarily
becomes bankrup! or insolvent or admits in writing to its inability 1o pay its debis as they come dug orbas a
receiver appoinled over its assets, the Bank shall be entitled without advance notice to the Borrower to close
out and terminate all of the outstanding FX Contracls eniered Into hersunder, using normal commercial
practices employed by the Bank, 1o determine the gain or loss for each terminated FX contract. The Bank shalt
then ba enlitled {o calculate a net termination value for all of the terminated FX Contracts which shall be tha net
sum of all the losses and gains arising from the termination of tha FX Contracts which net sum shall be the
“Close Out Value” of the terminated FX Contracts. The Bormower acknawledges thal it shall be required to
fosthwith pay any positive Close Out Value owing to the Bank and the Bank shall be required to pay any
negative Close Qut Value owing to the Borower, subject to any rights of set-off to which the Bank is entitied or
subject.

25. SET-OFF

In addition to and not in limttation of any rights now or hereafler granted under epplicable law, the Bank may at
any lime and from time to tima without notice to the Borrower or any olhar Parson, any nolice being expressly
waived by the Borrower, set-off and compensate and apply any and all deposits, general or special, time or
demand, provisional or final, matured or unmaturad, in any curency, and any other indebtedness ar amount
payable by the Bank (irrespective of the place of payment or booking office of the obligation), to or for the cradit
of or for the Borrower's account, including without limitation, any amount owed by the Bank to the Borrower
under any FX Contract or other treasury or derivative product, against and on account of the indebledness and
liability under this Agreement notwithstanding that any of them are contingent or unmatured or in a different
currency than the indebtedness and Rability under this Agreement.

When applying a deposit or other obligation in a different currency than the indebledness and liability under this
Agreesment to the indebtedness and llability under this Agreement, the Bank will conver the deposit or other
obligation (o the currency of the indebtedness and liability under this Agreement using the exchange rate
determined by the Bank at the time of the canversion.
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26. SEVERABILITY

In the event any one or more of the provisions of this Agreement shall for any reason, including under any
applicable statute or rule of law, be held i be invalid, illegal or unenforceable, that part will ba severed from this
Agreement and will not affect the enforceabliity of the remalning provislons of this Agreement, which shall remain
in full force and effect,

27. S
)] The Bommower has received a signed copy of this Agreement;
ii} If more than one Person, firm or corporation signs this Agreement as the Borrower, each party is

jointly and severally liable hereunder, and the Bank may require payment of all amounts payable
under this Agreement from any ane of them, or a portion fram each, but the Bank is released from
any of its obligations by parforming that obligation to any one of them;

i) Accounling terms will (o the extent not defined in this Agreement} be interpreted in accordance
with accounting principles established from time lo lime by the Canadian Institute of Chartered
Accountants (or any succassor} consistently applied, and all financial statements and information
provided to the Bank will be prepared in accordance with those principles;

iv) This Agreement is governed by the law of the Province or Temilory where the Branch/Cenlre is
located;
v) Unless stated otherwise, all amounts referred to herein are in Canadian dollars

28. DEFINITIONS
Capitallzed Terms used in this Agreement shall have the following meanings:

"Afl-in Rate” means the greater of the inlerest rate that the Borrawer pays for Floating Rate Loans or the
highest fixed rate pald for Fixed Rate Term Loans,

“Agreement” means the agreement between the Bank and the Borrower sel out in the Lelter and this Schedule
"A" - Standard Terms and Conditions.

"Business Day" means any day (other than a Salurday or Sunday) that the Branch/Centre Is open for business.

"Branch/Centra" means The Toronto-Dominion Bank branch or banking cantre noted on the first page of the
Lelter, or such other branch or centre as may from time to fime be designated by the Bank.

"Conlractual Term Malunly Dals" means the last day of the Cantractual Term period. ¥ the Leiter does nol set
out a spacific Cantractual Term period but rather refers to a period of time up to which the Conltractual Term
Maturity Date can cccur, the Bank and the Borrower must agree on a Contractual Terrn Maturity Date before
first drawdown, which Contractual Term Maturity Date will ba set out in the Rata and Payments Terms Notice.

“Cross Defauit Threshold® means the cross default threshold set out in the Letter. If no such cross default
threshold is set oul in the Letter it will be deemad to be zero.

“Face Amount” means, in respect of:

{n a B/A, the amount payable to the holder thereof on its maturity;

(ii} A L/C or /G, the maximum amount payable to the beneficlary specified thereln or any other
Person to whomn payments may be required o be mada pursuant to such L/C or LIG.

‘Fixed Rala Term Loan" means any drawdown in Canadian dollars under 2 Facility at an interest rale which is
fixed for a2 Rate Term at such rate as is determined by the Bank at ils sole discretion.

*Floaling Rate Loan” means any loan drawn down, converted or extended under a Facility at an interest rate
which is referenced to a variabile rate of interest, such as the Prime Rate.




"inveniory Value” means, al any time of determination, the lotal value (based on the lower of cosl or market) of
the Borrower's invenlories that are subject to the Bank Security (other than (i} those inventories supplied by
trade creditors who at that tima have not been fully paid and would have a right to repassass all or part of such
invenlories if the Barrowar were then either bankrupt or in receivership, (i) those inventories comprising work In
process and (jii} those inventories that the Bank may from fima to ime designale In its sole discration) minus
the tolal amount of any claims, liens or ancumbrances on those Inventories having or purporting 1o have priorily
aver the Bank.

"L efar" means the letter from the Bank 1o the Borrower to which this Schedule "A® - Standard Terms and
Conditions is attached.

"Leliar of Cradit” or "L/C" means a documentary letter of credit or similar instrument in form and substance
salisfactary to the Bank,

“Latler of Guaranles” or "L/G" means a stand-by latter of guarantee or similar instrumeant in form and substance
satisfactory to the Bank.

"Malurity Date" for a Facllity, means the dale on which all amounts outstanding under such Facility are due and
payable to the Bank.

"Parson” includes any individual, sole proprietorship, corporation, parinership, joint venture, trust,
unincorporated association, association, inslitution, entity, party, or government (whether national, federal,
provincial, stale, municipal, city, county, or otherwise and Including any instrumentality, division, agency, body,
or depariment thereof),

*Purchase Money Securily Inlarest” means a securily interest on an asset which is granted to a lender or to the
seller of such asset in order to secure the purchase price of such asset or a loan incurred to acquire such
asset, provided that the amount secured by tha security interest does rol exceed the cos! of the asset and
provided that the Borrower provides written notice to the Bank prior to the creation of the security interest, and
the creditor under the security interest has, if requested by the Bank, enltered into an inter-creditor agreement
with the Bank, in a format accepliable to the Bank.

*Rats Term" means that period of lime as selacted by the Borrower from the options offered to it by the Bank,
during which a Fixed Rate Term Loan will bear & paricular Interast rate. If no Rate Term ls selected, the
Bomrower will be deeamed to have selected a Rate Term of 1 year.

“Rale and Payment Terms Notlice” means the written notice sent by the Bank Lo the Borrower satting out the
interest rate and payment tamms for a particular drawdown.

"Receivabla Valug” means, at any time of detemination, the total value of those of the Borrower's trade
accounts receivable that are subject lo the Bank Security other than (i} thase accounts then outstanding for 90
days, (ii) those accounts owing by Persons, firms or corporations affiliated with the Borrower, (ili} those
accounts lhat the Bank may from time lo time designate In ils sole discration, {iv) those accounts subject to any
claim, liens, or encumbrance having or purporting to have priority over the Bank, {v) those accounts which are
subject to & claim of set-off by the obligor under such account, MINUS he lotal amount of all claims, liens, or
encumbrancas on those receivables having ar purporting to have priorily over the Bank.

"Receivablas/nveniory Summary” means a summary of the Borrower's trade account receivables and
inventories, in form as the Bank may require and certified by a senior ofiicer/reprasentative of the Borrower.

"USS$" or "USD Equivaleni” means, on any dats, the equivalent amount in Uniled States Dollars after giving
effect to a convarsion of a specified amount of Canadian Dallars to United Statas Dollars at the exchange rate
determinsd by the 8ank at tha time of the conversion.




