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COURT FILE NO.: 31-2733618

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
RESET BEAUTY INC.,
OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO

PROPOSAL TRUSTEE’'S PRELIMINARY REPORT TO CREDITORS

MAY 25, 2021

1.0 Introduction

1.  This report (“Report”) has been prepared by KSV Restructuring Inc. (“KSV”) in its
capacity as proposal trustee (“Proposal Trustee”) in connection with a Notice of
Intention to Make a Proposal (“NOI”) filed on April 29, 2021 by Reset Beauty Inc. (the
“Company”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act, R.S.C.
1985, c. B-3, as amended (“BIA").

2. The principal purposes of these proceedings are to create a stabilized environment to
allow the Company an opportunity to formulate a proposal to its creditors which
provides a result superior to bankruptcy and to effect a reorganization of the
Company’s share capital and subscription for new shares by the proposal Sponsor
(as defined below).

3.  On May 17, 2021, the Company filed a proposal (the “Proposal”) with the Official
Receiver in accordance with Section 62(1) of the BIA and a Certificate of Filing a
Proposal (the “Certificate”) was issued by the Office of the Superintendent of
Bankruptcy (Canada) (“OSB”) on that date. Copies of the Proposal and the Certificate
are attached as Appendices “A” and “B”, respectively.

1.1 Meeting to Consider the Proposal

1. The details of the creditors’ meeting to consider and vote on the Proposal to be held
pursuant to Section 51(1) of the BIA (the “Meeting”) are as follows:

Date: June 7, 2021
Time: 10:00 a.m. (EST)
Location: to be convened virtually via Zoom:

https://zoom.us/j/95331350639?pwd=Vkt1SEV3eFICaGFTZXVrMDdkRTIPZz09
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2. As described in greater detail below, to vote on the Proposal, a creditor of the
Company must file a proof of claim with the Proposal Trustee prior to the Meeting.
Creditors can vote at the Meeting by attending in person (virtually) or by submitting
voting letters to the Proposal Trustee prior to the Meeting. Creditors can also vote by
way of proxy and can identify the Proposal Trustee as their proxy.

3. A proof of claim form, proxy, voting letter and instruction letter are provided in
Appendix “C”. Creditors should read the instruction letter to understand the voting
procedures, including the procedure to register claims with the Proposal Trustee.

4.  The Proposal Trustee’s Notice of Proposal to Creditors, a summary of the Company’s
Statement of Affairs and a list of creditors are attached as Appendices “D”, “E” and
“F”, respectively.

1.2 Purposes of this Report

1.  The purposes of this Report are to:

a) provide background information about the Company;
b) summarize the terms of the Proposal;

c) discuss the Company’s ability to fulfill the terms of the Proposal;

d) provide the Proposal Trustee’s opinion as to the reasonableness of the provision
in the Proposal that sections 95 to 101 do not apply in respect of the Proposal,
as required pursuant to Section 50 (10) (b) of the BIA,

e) compare the result for creditors under the Proposal to the result if the Proposal
is not accepted and the Company is deemed to have made an assignment in
bankruptcy; and

f) provide the Proposal Trustee’s recommendation on the Proposal.
1.3 Currency

1. Unless otherwise noted, all currency references in this Report are to Canadian dollars.

1.4 Restrictions

1. In preparing this Report, the Proposal Trustee has relied upon unaudited financial
information prepared by the Company’s representatives, the books and records of the
Company and discussions with representatives of the Company. The Proposal
Trustee has not audited, reviewed or otherwise verified the accuracy or completeness
of the information in a manner that would comply with Generally Accepted Assurance
Standards pursuant to the Chartered Professional Accountants Canada Handbook.
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2. The Proposal Trustee expresses no opinion or other form of assurance with respect
to the financial information presented in this Report or relied upon by the Proposal
Trustee in preparing this Report. Any party wishing to place reliance on the
Company’s financial information should perform its own due diligence and any
reliance placed by any party on the information presented herein shall not be
considered sufficient for any purpose whatsoever. The Proposal Trustee accepts no
reliance by any party based on the information in this Report.

2.0 Background
2.1 Overview

1. The Company was incorporated under the Business Corporations Act (Ontario) on
April 22, 2005 under the name “Domainer Inc.” with a focus on domain name search
monetization strategies. On July 15, 2014, the Company changed its name to “Parsel
Inc.” to more closely reflect its then business strategy of pursuing brand monetizing
strategies through social influencers. The Company was amalgamated with its
existing subsidiaries at the time on January 1, 2015 and continued to carry on
business under the name “Parsel Inc.”. On March 5, 2020, the Company changed its
name to “Reset Beauty Inc.” to more closely align with its new strategy as noted below.
The Company was founded by Adam Sadowski in 2005 and has undergone numerous
senior management changes since inception coincident with its changes in business
strategy. Since 2015, Josh Brandley has served as the Company’s Chief Executive
Officer.

2.  The Company develops, launches, and markets cosmetic brands in partnership with
high-profile digital media influencers. The Company provides investment, behind-the-
scenes operations and management, and strategic guidance to influencer-led brands.

3.  The Company holds an investment in Brand Lab Partners Inc. (“Brand Lab”), a wholly-
owned subsidiary incorporated in Delaware, United States. Based on discussions with
the Company’s management, the Proposal Trustee understands that Brand Lab has
no assets and carried on no business in 2020 or 2021. The Company’s management
has advised that it intends to dissolve Brand Lab.

4.  Onnumerous occasions since inception in 2005 to October 2016, Intercap Equity Inc.
(“Intercap” or the “Sponsor”) or certain affiliates of the Sponsor have made equity
investments in the Company to ensure its ongoing viability. As a result of such
investments over time, the Sponsor holds approximately 85.2% of the outstanding
voting shares and economic value of the Company.

5. Pursuant to a loan agreement dated June 4, 2018, as amended on May 24, 2019,
December 9, 2019 and April 27, 2021, Intercap Income Inc. (“Intercap Income”), an
affiliate of Intercap, made an unsecured loan to the Company in the amount of
US$1.75 million (the “Intercap Loan”). Pursuant to a purchase of indebtedness
agreement dated November 30, 2019, Intercap purchased the Intercap Loan from
Intercap Income for its face value at the time of US$525,526.62 and thereafter, on
each of December 9, 2019 and April 27, 2021, increased the amount of credit
extended to the Company under the Intercap Loan to US$1.75 million. At the time it
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filed the NOI, the Company owed approximately $2.15 million to Intercap in respect
of the Intercap Loan, including accrued and unpaid interest (the “Intercap Claim”).

6. At the time it filed the NOI, the Company had one full-time employee and carried on
business from leased office premises in Toronto, Ontario.

7.  On April 30, 2021, the Company disclaimed the lease for its former office premises.
The lease is subject to two sub-tenancy agreements whereby the sub-tenants pay the
landlord directly the amounts set forth in the Company’s lease.

8. The Company has been selling its existing inventory and collecting outstanding
accounts receivable following the filing of the NOI.

9. Intercap has agreed to sponsor the Proposal and by doing so significantly increase
recoveries for creditors. This is discussed further below in Section 3 of the Report.

2.2 Historical Operating Results

1. The Company has incurred losses and generated negative cash flow from operations
since inception. These losses have been funded primarily through equity (mostly by
Intercap and its affiliates) and the Intercap Loan.

2. The Company’'s internal unaudited financial results for the fiscal year ending
December 31, 2020 are summarized in the table below:

Year Ended
Dec. 31, 2020
(US $000s) (unaudited)
Revenue 698
Gross Profit 566
Operating costs
Salaries and benefits 402
Marketing and Advertising 529
Other 247
Loss from operations (911)
Net other expenses 84
Net loss for the period (995)
Deficit, beginning of period (4,378)
Net loss for the period (995)
Deficit, end of period (5,373)

3.  As presented above, the Company: a) generated US$911,000 in operating losses for
the year ending December 31, 2020; and b) has an accumulated deficit of
approximately US $5.4 million, reflecting its history of losses.
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3.0 The Proposal’

1.

This section provides an overview of the terms of the Proposal. Review of this section
is not a substitute for reading the Proposal. Creditors are strongly encouraged to read
the Proposal in its entirety prior to voting on the Proposal. Creditors are encouraged
to discuss the terms of the Proposal with their legal counsel. A copy of the Proposal
is provided in Appendix “A”.

3.1 Purpose and Effect

1.

The overall purpose of the Proposal is to:

a) give effect to a distribution of funds from the Unsecured Creditor Cash Pool to
the Proven Claims of Preferred Creditors and Ordinary Creditors (together, the
“Unsecured Creditors”);

b) effect a cancellation of the Company’s Existing Shares;

C) issue New Shares to the Sponsor, pursuant to the Articles of Reorganization;
and

d) effect releases of any and all Proven Claims.
The Unsecured Creditor Cash Pool in the Proposal will include:

a) all of the net proceeds of a liquidation of the Company’s assets and collection
of the Company’s accounts receivable (the “Liquidation Proceeds”); and

b) the “Unsecured Creditor Cash Payment”, being an amount equal to the lesser
of:

i. $250,000; and

ii. the amount, net of Administrative Fees and Expenses including the
Administrative Fee Reserve, required to pay Proven Claims of Preferred
Creditors and Ordinary Creditors, following the Proposal Trustee's
collection of the Liquidation Proceeds.

For the purposes of the Proposal, if accepted by the Unsecured Creditors and
approved by the Ontario Superior Court of Justice (Commercial List) (the “Court”), the
Sponsor has agreed to subordinate the Intercap Claim. The subordination of the
Intercap Claim will not apply if the Proposal is not implemented for any reason and
the Company is deemed to have made an assignment in bankruptcy.

3.2 Classes of Creditors

1.

For the purpose of voting on the Proposal, there shall be one class of Unsecured
Creditors.

1 Capitalized terms in this section of the Report not defined in the Report have the meanings provided to them in the

Proposal.
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3.3 Treatment of Claims

1.

The Proposal is being made to the holders of Affected Claims against the Company
(the “Affected Creditors”). Unaffected Claims include:

a) the Intercap Claim;
b) the Directors’ Indemnity Claims; and

c) Administrative Fees and Expenses, including the proper fees, expenses and
legal fees and disbursements of the Proposal Trustee and the Company.

3.4 Proposed Distributions

1.

On the Implementation Date, or as soon as sufficient funds become available in the
Unsecured Creditor Cash Pool, all Administrative Fees and Expenses incurred to that
date which remain unpaid shall be paid, in full, in accordance with the BIA.

On the Implementation Date, the Claims of all Affected Creditors shall be
compromised and thereafter each Affected Creditor with a Proven Claim shall receive
the following in full satisfaction of its Proven Claim(s):

a) within ten (10) Business Days of the Preferred Claim Determination Date, a
distribution from the Unsecured Creditor Cash Pool in the amounts of the
Proven Claim of each Preferred Creditor, including the Required Crown
Amount, if any; and;

b)  within ten (10) Business Days of the Ordinary Claim Determination Date, the
Proposal Trustee shall distribute the balance of the Unsecured Creditor Cash
Pool, net of the Administrative Fee Reserve, to Ordinary Creditors on account
of, and in full satisfaction of, their Proven Claims.

As referenced above, to facilitate the approval and implementation of the Proposal,
the Sponsor has agreed to subordinate the Intercap Claim to the claims of Unsecured
Creditors, and also agreed to make available the Unsecured Creditor Cash Payment.
For greater certainty, no distribution from the Unsecured Creditor Cash Pool shall be
made to the Sponsor in respect of the Intercap Claim.

3.5 Voting on the Proposal

1.

To vote at the Meeting, each Creditor shall file a valid Proof of Claim with the Proposal
Trustee and thereafter the Proposal Trustee shall determine the claims in accordance
with the provisions of Section 135 of the BIA. The Proof of Claim form is attached as
Appendix “C".

In order to receive a distribution from the Proposal, a Creditor must submit a valid
Proof of Claim prior to the time the Proposal Trustee distributes the funds in
accordance with the Proposal.
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3.6 Dividend Amount

1. As at the date the Proposal was filed, Creditors were owed approximately $2.26
million, of which approximately $2.15 million represents the Intercap Claim. Excluding
the Intercap Claim, Creditors were owed approximately $110,000.

2. Based on the list of known creditors attached in Appendix “F”, distribution of the
Unsecured Creditor Cash Pool is expected to result in a full recovery for Unsecured
Creditors.

3. Pursuant to Section 147 of the BIA, payments under the Proposal are subject to the
statutory levy of 5% payable to the OSB.

3.7 Proposal Conditions

1. Implementation of the Proposal is conditional upon:

a)

b)

c)

acceptance of the Proposal by the statutory majority of the Unsecured Creditors
as required under the BIA (described in Section 3.9 below);

an order of the Court approving the Proposal and the Articles of Reorganization;
and

if so requested by the Proposal Trustee, payment by the Sponsor of the
Unsecured Creditor Cash Payment to the Proposal Trustee within three
Business Days of the Proposal Trustee’s request.

3.8 Other Proposal Terms

1.  Other Proposal terms are summarized below:

a)

b)

Forthwith after the Meeting, the Proposal Trustee shall give notice to every
Person with an Affected Claim of which the Proposal Trustee has notice or
knowledge but whose claim has not been filed or proven, that if such Person
does not prove its claim within a period of thirty (30) days after the mailing of
the notice, the Trustee will proceed to declare a dividend without regard to such
Person’s claim and the dividend referred to in said notice shall be deemed a
final dividend and any Person so notified who does not provide its claim within
the said thirty (30) day period shall be barred from making a claim in this
Proposal, subject to any exceptions set out in subsections 149(2)(3) and (4) of
the BIA,;

At the Meeting, the Creditors may appoint up to five (5) Inspectors whose
powers will be limited to:

i. advising the Proposal Trustee concerning any dispute which may arise as
to the validity of Claims; and

ii. advising the Proposal Trustee from time to time with respect to any other
matter that the Proposal Trustee may refer to them.
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c)  The Company, with the consent of the Proposal Trustee and the Sponsor, may
propose an alteration or modification to the Proposal prior to the conclusion of
the Meeting;

d) Interest will not accrue or be paid on Affected Claims after or in respect of the
period following the filing of the NOI Filing Date and no Creditor with an Affected
Claim will be entitled to any interest in respect of such Claim accruing on or after
or in respect of the period following the NOI Filing Date; and

e) Upon the Implementation Date, each and every Director shall be released and
discharged from any and all Director Claims. This release shall have no force
or effect if the Company becomes bankrupt before the terms of the Proposal
are performed.

3.9 Acceptance and Approval of the Proposal

1.

In order for the Proposal to be accepted, two-thirds in dollar value and over 50% in
number of the Unsecured Creditors present and voting, in person or by proxy, must
vote in favour of the Proposal.

Rejection of the Proposal by the creditors would result in the Company being deemed
to have made an assignment in bankruptcy.

Upon being accepted by creditors, the Proposal must be approved by the Court. If
the Court does not approve the Proposal, the Company is deemed to have made an
assignment in bankruptcy.

4.0 Preferences and Transfers at Undervalue

1.

As part of its statutory duties under the BIA, the Proposal Trustee conducted a review
of the Company’s bank statements and cancelled cheques for the twelve-month
period (the “Review Period”) immediately preceding the commencement of the NOI
proceedings to identify transactions that could be considered preferences or transfers
at undervalue. The focus of the Review Period was transactions above $10,000. The
Proposal Trustee’s review did not identify any transaction that could be considered a
preference or transfer at undervalue.

Article 8.1 of the Proposal provides that Sections 95 to 101 of the BIA, being the
relevant sections under the BIA dealing with transactions that may be challenged by
a Proposal Trustee, do not apply to the Proposal and may not be relied upon by the
creditors or by the Proposal Trustee. Therefore, by voting in favour the Proposal,
creditors will be giving up their right to pursue any of the remedies under these
sections of the BIA.

As the Proposal Trustee did not identify any transactions that could be considered a
preference or transfer at undervalue during the Review Period, the Proposal Trustee
is of the view that Article 8.1 of the Proposal is reasonable. Additionally, as the
Proposal contemplates payment in full of Proven Claims based on known creditors,
no parties are prejudiced by this provision of the Proposal.
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5.0 Estimated Distribution in the Event of a Bankruptcy

1.

A summary of the book value? and estimated realizable value of the Company’s
assets in a bankruptcy is included in the table below:

($000s) As at May 17, 2021

Estimated
Assets Book Value Realizable Value
Cash 48 48
Inventory 1 155 155
Accounts Receivable 2 318 318
Total Assets before costs of realization 521 521
Estimated costs of realization 3 (150)
Total Assets after costs of realization 371
Creditor claims 4 2,258
Estimated recovery 16¢

Notes

1 — Represents the net realizable value of the Company’s existing inventory in an
orderly liquidation, as per an appraisal prepared by Infinity Asset Solutions dated April
20, 2021 for the Proposal Trustee (the “Infinity Appraisal”). The Infinity Appraisal is
attached as Appendix “G”.

2 — Represents the Company’s existing accounts receivable. For the purpose of this
analysis, it is assumed that the accounts receivable will be collected in full.

3 — Represents estimated costs of realization, including professional fees of the
Licensed Insolvency Trustee, its legal counsel and the Company’s legal counsel.

4 — Creditor claims in a bankruptcy would include the Intercap Claim, which has been
subordinated to the Unsecured Creditors pursuant to the Proposal but otherwise ranks
pari passu with all other unsecured creditors.

As reflected in the table above, the estimated realizable value of the Company’s
assets in a bankruptcy is approximately $521,000. This amount is reduced by an
estimate of $150,000 for professional and other costs associated with administering
a bankruptcy, which would further reduce the realizations to $371,000. This
represents an estimated recovery of approximately 16¢ on the dollar for the
Company’s creditors.

2 The book value of the assets is based on the values in the Statement of Affairs sworn on May 17, 2021 by a
representative of the Company.
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6.0 Conclusion and Recommendation

1. Unsecured Creditors will have an opportunity for full recovery should the Proposal be
accepted and approved by the Court. If the Proposal is not accepted by creditors or
approved by the Court, the Company will be deemed to have made an assignment in
bankruptcy. In such a case, distributions to creditors are estimated to be
approximately 16¢. Accordingly, the Proposal Trustee strongly recommends
that the Company’s creditors vote in favour of the Proposal.

2. If the Proposal is accepted by the Unsecured Creditors at the Meeting, the Proposal
Trustee will seek the Court’s approval shortly thereafter.

* * *

All of which is respectfully submitted,

KSV RESTRUCTURING INC.

IN ITS CAPACITY AS PROPOSAL TRUSTEE OF
RESET BEAUTY INC.,

AND NOT IN ITS PERSONAL CAPACITY
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Court File No. 31-2733618
Estate No. 31-2733618

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
{IN BANKRUPTCY AND INSOLVENCYY

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT,T
R.S.C. 1985, c. B-3, AS AMENDED

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A
PROPOSAL OF RESET BEAUTY INC., OF THE CITY OF TORONTO IN THE
PROVINCE OF ONTARIOf

PROPOSAL
Reset Beauty Inc. hereby submits the following Proposal to all of its Creditors pursuant
to Part III of the BIA.

ARTICLE 1
DEFINITIONS

1.1  Definitions
In this Proposal:

(a) “Administrative Fees and Expenses” means the proper fees, expenses and legal
fees and disbursements of the Trustee and the Debtor on and incidental to the negotiation,
preparation, presentation, consideration, Court approval of, and implementation of the
Proposal and all proceedings and matters relating to or arising out of the Proposal
including, without limitation, any meeting or meetings of creditors to consider the
Proposal;

(b)  “Administrative Fee Reserve” means an amount determined by the Trustee to be
maintained in the Unsecured Creditors Cash Pool on account of Administrative Fees and
Expenses required to complete the administration of the Proposal by the Trustee;

(c) . “Affected Claims” means all Claims which are not Unaffected Claims;
(d) “Affected Creditor” means a Creditor having an Affected Claim;
(e) “Approval Order” means an Order of the Court approving the Proposal,

® “Articles of Reorganization” means the articles of reorganization of the Debtor to
become effective on the Implementation Date attached hereto as Schedule “A”;

(g)  “BIA” means the Bankruptcy and Insolvency Act, R.S.C. 1985, c.B-3, as amended
and in force as at the NOI Filing Date;
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(h)  “Business Day” means each day other than a Saturday or Sunday or a statutory or
civic holiday on which banks are open for business in Toronto, Ontario, Canada;

() “Canada Pension Plan” means the Canada Pension Plan, R.S.C. 1985, c. C-8, as
amended,;

f)) “Claim” means:

(i) any right of any Person against the Debtor in connection

with any indebtedness, liability or obligation of any kind of the
Debtor which indebtedness, liability or obligation is in
existence on, or which is based in whole or in part on any
act, omission or fact that occurred or existed prior to the

NOI Filing Date, whether or not reduced to judgement,
liquidated, unliquidated, fixed, contingent, matured,
unmatured, disputed, undisputed, secured, under-secured,
unsecured, present, future, direct or indirect, known or
unknown, by guarantee, by surety or otherwise, at law or in
equity, and whether or not such a right is executory in

nature, including, without limitation, the right or ability of any
Person to advance a claim for contribution or indemnity or
otherwise with respect to any matter, action, cause or chose
in action (each, a “Pre-Filing NOI Claim”);

(i) a claim against Directors of the Debtor that is based in

whole or in part on facts, events or matters which existed or
occurred on or before the NOI Filing Date and that relates
to the obligations of the Debtor for which the Directors are by

law liable in their capacity as Directors for the payment of
such obligations. Director Claims do not include claims

that relate to: (a) contractual rights of one or more Creditors
arising from contracts with one or more Directors; or (b)
wrongful or oppressive conduct by Directors (each, a
“Director Claim”); and

(iii) any right or claim of any Person against the Debtor,

whether or not made, in connection with any indebtedness,
liability or obligation of any kind whatsoever owed
by the Debtor to such Person arising out of the restructuring,
disclaimer, repudiation, resiliation, termination or
breach of any lease, contract or other arrangement,
agreement or obligation (whether oral or written) by
the Debtor on or after the NOI Filing Date, and
includes a Landlord Restructuring Claim (each, a

“Restructuring Claim”).
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(k)  “Court” means the Ontario Superior Court of Justice (Commercial List) (in
Bankruptcy and Insolvency);

)] “Creditor” means any Person having a Claim and may, if the context requires,
mean a trustee, receiver, receiver-manager or other Person acting on behalf of or in the
name of such Person;

(m) “Creditors’ Meeting” means any meeting of the Affected Creditors called for the
purpose of considering and voting upon the Proposal;

(n)  “Creditors’ Meeting Date” means 10:00 a.m. on the date and time as may be
called by the Trustee in consultation with the Official Receiver pursuant to Section 6.2 of
the Proposal;

(0)  “Debtor” means Reset Beauty Inc., a company existing under the laws of the
Province of Ontario;

(p)  “Directors” means the present and former directors of the Debtor;

(@)  “Directors’ Indemnity Claims” means all claims by Directors against the Debtor
for indemnity in respect of obligations of the Debtor for which the Directors are by law
liable in their capacity as Directors for the payment of such obligations;

(r) “Employment Insurance Act” means the Employment Insurance Act, S.C. 1996, c.
23, as amended;

(s) “Existing Shares” means all issued preferred and common shares of the Debtor
and any and all, warrants, options, instruments, rights or entitlements which have the
capacity to be converted into or exchanged for, or give the right to acquire, shares of the
Debtor in existence on the Implementation Date;

®) “Implementation Date” means the date upon which the conditions set forth in
Section 9.3 have been satisfied;

(u)  “Income Tax Act” means Income Tax Act, R.S.C. 1985, c. 1 (5th Supp.), as
amended;

v) “Inspectors” means one or more Inspectors appointed pursuant to the BIA as
provided for in the Proposal;

(w)  “Intercap Loan” means the unsecured loan in the principal amount of US$1.5
million, owing by the Debtor to Intercap Equity Inc. pursuant to the loan agreement dated
June 4, 2018, originally between the Debtor and Intercap Income Inc., as assigned and
amended, together with interest thereon;

(x)  “Landlord” means Allied Property Management GP Limited, as General Partner
for Allied Properties Management Limited Partnership, as Agent for and on behalf of
1302207 Ontario Limited, and its successors and assigns;
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(y)  “Landiord Restructuring Claim” means a Restructuring Claim, if any, of the
Landlord, arising in respect of the Notice of Disclaimer of Lease dated April 30, 2021
delivered by the Debtor to the Landlord in respect of the Lease pursuant to section
65.2(1) of the BIA;

(2) “Lease” means the lease of premises at 134 Peter Street, Suite 1302, Toronto
Ontario signed by the Debtor on the 16™ day of January 2017, as amended on the 23 day
of February, 2017, and on the 30" day of May, 2017.

(aa) “Levy” has the meaning ascribed to it in Section 4.8 of the Proposal.

(bb) “Liquidation” means the liquidation of the Debtor’s assets, which shall be
overseen by the Trustee and commenced after the filing of the Proposal with the Official
Receiver;

(cc) “Liquidation Proceeds” means the proceeds of the Liquidation, net of the direct
costs of the Liquidation, together with the proceeds of the Debtor’s accounts receivable
and any other assets of the Debtor;

(dd) “New Shares” means the shares of the Debtor to be issued to the Sponsor on the
Implementation Date pursuant to the Articles of Reorganization;

(ee) “NOI Filing Date” means April 29, 2021;
(ff)  “Official Receiver” shall have the meaning ascribed thereto in the BIA;

(gg) “Ordinary Claim Determination Date” means the date on which the validity of all
Proofs of Claim filed by Ordinary Creditors has been finally determined in accordance
with the BIA;

(hh) “Ordinary Creditors” means Creditors with Proven Claims, except for those
Claims that:

@) are Claims by Preferred Creditors; or
(i)  are Unaffected Claims.

(i)  “Person” means any individual, general or limited partnership, joint venture, trust,
corporation, unincorporated organization, government, or any agency, regulatory body or
instrumentality thereof, or any other entity howsoever designated or constituted;

(G5)  “Preferred Claim Determination Date” means the date on which the validity of all
Proofs of Claim filed by Preferred Creditors has been finally determined in accordance
with the BIA;

(kk) “Preferred Creditors” means Creditors with Proven Claims and which are, subject
to the rights of secured creditors, required by the BIA to be paid in priority to all other
Claims under a proposal made by a debtor and including, without limitation, the Required
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Employee Amount (for greater certainty a Person can be both a Preferred Creditor and an
Unsecured Creditor in respect of distinct Claims);

()  “Priority Creditor Cash Amount” means the cash amount necessary to pay and
satisfy: (i) the Affected Claims of Preferred Creditors, including the Required Employee
Amount; and (ii) the Required Crown Amount, to be delivered by the Sponsor to the
Trustee within five (5) Business Days of the Preferred Claim Determination Date;

(mm) “Proof of Claim” shall mean the proof of claim required by the BIA to be mailed
to each known Creditor prior to the Creditors’ Meeting;

(nn)  “Proposal” means this proposal together with any amendments or additions
thereto;

(0o) “Proven Claim” of a Creditor means the amount of the Affected Claim of such
Creditor finally determined in accordance with BIA;

(pp) “Required Employee Amount” means an amount equal to the amount employees
and former employees of the Debtor, not to include independent commissioned sales
agents or contractors, would be qualified to receive under paragraph 136(1)(d) of the BIA
if the Debtor became bankrupt on the NOI Filing Date, as well as wages, salaries,
commissions or compensation for services rendered after that date and before the Court
approval of the Proposal, together with, in the case of travelling salespersons,
disbursements properly incurred by those salespersons in and about the Debtor’s business
during the same period;

(qq) “Required Crown Amount” means all amounts outstanding at the time of the
filing of the Proposal with the Official Receiver to Her Majesty in Right of Canada or a
Province and that are of a kind that could be subject to a demand under,

(1) subsection 224(1.2) of the Income Tax Act;

(i)  any provision of the Canada Pension Plan or of the Employment Insurance Act
that refers to subsection 224(1.2) of the Income Tax Act and provides for the collection
of a contribution, as defined in the Canada Pension Plan, or an employee’s premium, or
employer’s premium, as defined in the Employment Insurance Act, and of any related
interest, penalties or other amounts; or

(iii) any provision of provincial legislation that has a similar purpose to subsection
224(1.2) of the Income Tax Act, or that refers to that subsection, to the extent that it
provides for the collection of a sum, and of any related interest, penalties or other
amounts, where the sum:

(A) has been withheld or deducted by a person from a payment to another person and
is in respect of a tax similar in nature to the income tax imposed on individuals under the
Income Tax Act, or
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(B) is of the same nature as a contribution under the Canada Pension Plan if the
province is a “province providing a comprehensive pension plan” as defined in
subsection 3(1) of the Canada Pension Plan and the provincial legislation establishes a
“provincial pension plan” as defined in that subsection;

(rr)  “Sponsor” means Intercap Equity Inc.;

(ss)  “Subordinated Intercap Claim” means the amounts owing by the Debtor in respect
of the Intercap Loan as of the NOI Filing Date including accrued and unpaid interest to
the NOI Filing Date;

(tt)  “Trustee” means KSV Restructuring Inc., or its duly appointed successor or
SUCCESSOTS;

(uu) “Unaffected Claims” means the Directors’ Indemnity Claims, the Subordinated
Intercap Claim and the Administrative Fees and Expenses;

(vv)  “Unsecured Creditors” means, collectively, the Preferred Creditors and the
Ordinary Creditors;

(ww) “Unsecured Creditor Cash Payment” means the payment or payments to be made
by the Sponsor into the Unsecured Creditors Cash Pool, in an amount equal to the lesser
of (i) $250,000 and (ii) the amount, net of Administrative Fees and Expenses including
the Administrative Fee Reserve, required to pay (i) the amount that remains owing by the
Debtor on account of the Proven Claims of Preferred Creditors and the Proven Claims of
Ordinary Creditors, following the Trustee’s collection of the Liquidation Proceeds, which
amount shall be paid by the Sponsor to the Trustee within three Business Days of the
Trustee’s written request;

(xx) “Unsecured Creditors Cash Pool” mean the fund made up of the Liquidation
Proceeds and the Unsecured Creditor Cash Payment, to be administered by the Trustee
for payment of (in order of priority); (i) the Administrative Fees and Expenses and
Administrative Fee Reserve; (ii) the Proven Claims of Preferred Creditors (inclusive
applicable Levy); and (iii) the Proven Claims of Ordinary Creditors (inclusive applicable
Levy); and

(yy) “Voting Letter” shall mean the voting letter required by Section 51(1) of the BIA
to be mailed to each known Creditor prior to the Creditors’ Meeting.

1.2 Articles of Reference

The terms “hereof”, “hereunder”, “herein” and similar expressions refer to
the Proposal and not to any particular article, section, subsection, clause or paragraph of
the Proposal and include any agreements supplemental hereto. In the Proposal, a
reference to an article, section, subsection, clause or paragraph will, unless otherwise
stated, refer to an article, section, subsection, clause or paragraph of the Proposal.

1.3  Interpretation Not Affected by Headings
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The division of the Proposal into articles, sections, subsections, clauses or
paragraphs and the insertion of a table of contents and headings are for convenience of
reference only and will not affect the construction or interpretation of this Proposal.

1.4  Date for Any Action

In the event that any date on which any action is required to be taken
hereunder is not a Business Day, such action will be required to be taken on the next
succeeding day which is a Business Day.

1.5 Time

All times expressed herein are local time in Toronto, Ontario, Canada
unless otherwise stipulated. Where the time for anything pursuant to the Proposal on a
particular date is unspecified herein, the time shall be deemed to be 5:00 p.m. local time
in Toronto, Ontario, Canada.

1.6  Numbers, Gender

In the Proposal, where the context requires, a word importing the singular
number will include the plural and vice versa and a word or words importing gender will
include all genders.

1.7  Currency

Unless otherwise stated herein, all references to currency in the Proposal
are to lawful money of Canada.

1.8  Statutory References

Except as otherwise provided herein, any reference in the Proposal to a
statute includes all regulations made thereunder, all amendments to such statute or
regulation(s) in force from time to time, and any statute or regulation that supplements or
supersedes such statute or regulation(s).

1.9  Successors and Assigns

The Proposal will be binding upon and will enure to the benefit of the
heirs, administrators, executors, legal personal representatives, successors and assigns of
any Person named or referred to in the Proposal.

1.10 Schedule

The terms and conditions of Schedule “A” - Articles of Reorganization
forms an integral part of this Proposal and should be read in conjunction with this
Proposal.

ARTICLE 2
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PURPOSE OF THE PROPOSAL

2.1 PURPOSE OF THE PROPOSAL

The purpose of this Proposal is to allow the Debtor to effect the
restructuring of the indebtedness of the Debtor in the manner contemplated herein and as
permitted by the BIA in the expectation that all Affected Creditors will derive greater
benefit from the restructuring than they would otherwise receive from a bankruptcy of the
Debtor and to provide for:

(a) the payment of the Proven Claims of Preferred Creditors (including the Required
Employee Amount and the Required Crown Amount) and the Proven Claims of Ordinary
Creditors, other than the Sponsor, from the Unsecured Creditor Cash Pool;

(b) the effective cancellation of all Existing Shares; and
(©) the issuance of New Shares to the Sponsor.

The Proposal applies to all Affected Creditors, whether or not any such
Affected Creditor proves a Claim against the Debtor under this Proposal. This Proposal
does not affect Unaffected Claims.

2.2 Corporate Reorganization

This Proposal contemplates a corporate reorganization of the capital
structure of the Debtor in accordance with section 59(4) of the BIA. The Articles of
Reorganization attached as Schedule “A” to the Proposal shall, upon Court approval of
the Proposal, amend the constating documents of the Debtor to, inter alia, effect the
redemption or cancellation of all Existing Shares, and authorize the issuance of a series of
New Shares by the Debtor to the Sponsor or such Person as designated by the Sponsor.

ARTICLE 3
CLASSIFICATION OF CREDITORS

3.1 Classes of Creditors

For the purposes of voting on the Proposal, the Creditors of the Debtor
shall be comprised of one class of Unsecured Creditors.

ARTICLE 4
TREATMENT OF CREDITORS

4.1 Administrative Fees and Expenses

On the Implementation Date, or as soon as sufficient funds become
available in the Unsecured Creditor Cash Pool, all Administrative Fees and Expenses
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incurred to that date which remain unpaid shall be paid, in full, in accordance with the
BIA.

4.2  Subordination of Intercap Loan

For the purposes of the distribution to Affected Creditors under the
Proposal, the Intercap Loan Claim shall be subordinated to the Proven Claims of all other
Unsecured Creditors such that no distribution shall be made from the Unsecured Creditor
Cash Pool on account of the Intercap Loan Claim, which shall remain an Unaffected
Claim.

4.3 Compromise and Satisfaction of Creditor Claims

The Claims of all Affected Creditors shall be compromised on the
Implementation Date and thereafter each Affected Creditor with a Proven Claim shall
receive the following in full satisfaction of its Proven Claim(s):

(a) within ten (10) Business Days of the Preferred Claim Determination
Date, distribute from the Unsecured Creditor Cash Pool the amounts
of the Proven Claim of each Preferred Creditor, including, subject
to Section 4.6, the Required Crown Amount; and

(b)  within ten (10) Business Days of the Ordinary Claim Determination
Date and subject to section 4.2, the Trustee shall distribute the
balance of the Unsecured Creditor Cash Pool, net of the
Administrative Fee Reserve, to Ordinary Creditors on account of,
and in full satisfaction of, their Proven Claims.

4.4 Interest on Claims

Interest will not accrue or be paid on Affected Claims after or in respect of
the period following the NOI Filing Date and no Creditor with an Affected Claim will be
entitled to any interest in respect of such Claim accruing on or after or in respect of the
period following the NOI Filing Date.

45 Required Crown Amount

In the event that the Trustee determines that the Preferred Claim
Determination Date will occur more than six (6) months from the date of Court approval
of the Proposal, the Required Crown Amount shall be remitted by the Trustee to Her
Majesty in Right of Canada from the Unsecured Creditor Cash Pool within six (6) months
of the date of Court approval of the Proposal.

4.6  Obligations of the Sponsor

(a) The Sponsor shall subordinate the Intercap Loan Claim to the Proven Claims of
all Affected Creditors, and not receive any distribution under this Proposal; and
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(b)  The Sponsor shall pay the Unsecured Creditor Cash Payment to the Trustee
within three Business Days of the Trustee’s request.

4.7  Superintendent of Bankruptcy Levy

The Office of the Superintendent of Bankruptcy shall be paid its
prescribed levy by the Debtor from payments to Ordinary Creditors and to Preferred
Creditors, as required by sections 60(4) and 147 of the BIA (the “Levy”).

ARTICLE §
PROCEDURE FOR VALIDATION OF CLAIMS

5.1  Allowance or Disallowance of Claims by the Trustee

Upon receipt of a completed Proof of Claim, the Trustee shall examine the
Proof of Claim and shall deal with each claim in accordance with the provisions of the
BIA. The Trustee shall have the power and authority to determine the validity of all
claims made against the Debtor.

5.2  Landlord Restructuring Claim

For purposes of subsection 65.2(4)(b) of the BIA, the Landlord may file a
Proof of Claim for the actual losses, if any, in respect of the Landlord Restructuring
Claim.

5.3 Claims Bar Process

Forthwith after the Creditors’ Meeting, the Trustee shall give notice
pursuant to section 149 of the BIA, by registered mail, to every Person with an Affected
Claim that the Trustee has notice or knowledge but whose claim has not been filed or
proven, that if such Person does not prove his claim within a period of thirty (30) days
after the mailing of the notice, the Trustee will proceed to declare a dividend without
regard to such Person’s claim and the dividend referred to in said notice shall be deemed
a final dividend and any Person so notified who does not provide its claim within the said
thirty (30) day period shall be barred from making a claim in this Proposal, subject to any
exceptions set out in subsections 149(2)(3) and (4) of the BIA.

ARTICLE 6
MEETING OF CREDITORS

6.1  Creditors’ Meeting

On the Creditors’ Meeting Date, the Trustee shall hold the Creditors’
Meeting in order for the Creditors to consider and vote upon the Proposal.

6.2  Time and Manner of Meeting
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The Creditors’ Meeting shall be held at a time and in a manner, including
by video-conference, to be established by the Trustee in consultation with Official
Receiver, or the nominee thereof, and confirmed in its notice of meeting to be mailed by
the Trustee pursuant to the BIA. All Proofs of Claim shall be delivered in accordance
with the provisions of the Proposal, the BIA and any Order which may be issued by the
Court in respect of the procedure governing the Creditors’ Meeting, but in any event shall
be no later than twenty-one (21) days following the filing of the Proposal with the
Official Receiver.

6.3  Conduct of Meetings

The Official Receiver, or the nominee thereof, shall preside as the chair of
the Creditors’ Meeting and will decide all matters relating to the conduct of the Creditors’
Meeting. The only Persons entitled to attend the Creditors’ Meeting are those Unsecured
Creditors, including the holders of proxies, entitled to vote at the Creditors’ Meeting and
their respective legal counsel, if any, the officers, directors, auditors and legal counsel of
the Debtor, one or more representatives of and legal counsel to the Sponsor, together with
such representatives of the Trustee as the Trustee may appoint in its discretion, and such
scrutineers as may be duly appointed by the chair of such meeting. Any other Person may
be admitted on invitation of the chair of the Creditors’ Meeting or with the consent of the
Creditors.

6.4  Adjournment of Meetings

The Creditors’ Meeting may be adjourned in accordance with Section 52
of the BIA.

6.5  Voting by Creditors

To the extent provided for herein, each Creditor will be entitled to vote to
the extent of the amount which is equal to that Creditor’s Proven Claim, or such amount
as may be agreed to by the Trustee for voting purposes at or prior to the Creditors’
Meeting (dollar amounts to be voted by Creditors in accordance with the foregoing are
referred to as “Voting Claims”).

6.6  Approval by Creditors

In order that the Proposal be binding on the class of Unsecured Creditors
in accordance with the BIA, it must first be accepted by a majority in number of the
Unsecured Creditors who actually vote upon the Proposal (in person or by proxy) at the
Creditors’ Meeting or by a Voting Letter, representing two-thirds in value of the Voting
Claims of the Unsecured Creditors who actually vote upon the Proposal (whether in
person or by proxy) at the Creditors’ Meeting or by a Voting Letter.

6.7  Appointment of Inspectors

At the Creditors’ Meeting, the Creditors may appoint up to five (5)
Inspectors whose powers will be limited to:
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(a) advising the Trustee concerning any dispute which may arise as to the validity of
Claims; and

(b)  advising the Trustee from time to time with respect to any other matter that the
Trustee may refer to them.

Any decision, direction or act of the Inspectors may be referred to the
Court by the Trustee and the Court may confirm, reverse or modify the decision,
direction or act and make such order as it thinks just.

The authority and term of office of the Inspectors will terminate upon the
performance of the Proposal.

6.8 Valuation of Claims

The procedure for valuing Claims of Creditors and resolving disputes with
respect to such Claims will be as set forth in Section 5 and the BIA. The Debtor and/or
the Trustee reserve the right to seek the assistance of the Court in valuing the Claim of
any Unsecured Creditor, if required, to ascertain the result of any vote on the Proposal or
the amount payable or to be distributed to such Unsecured Creditor under the Proposal, as
the case may be.

ARTICLE 7
COMPLETION OF THE PROPOSAL

7.1  Discharge of Trustee

Upon distribution by the Trustee of the balance of the Unsecured Creditor
Cash Pool, net of the Administrative Fee Reserve, as contemplated in Section 4.3(b), the
Trustee shall have discharged its duties as Trustee, the Proposal shall be fully performed
and the Trustee shall be entitled to apply for its discharge as Trustee hereunder.

The Trustee is acting in its capacity as Trustee under the BIA and not in its
personal capacity and no officer, director, employee or agent of the Trustee shall incur
any liabilities or obligations in connection with the Proposal or in respect of the business
or obligations of the Debtor or the Sponsors and will be exempt from any personal
liability in fulfilling any duties or exercising any powers conferred upon it by this
Proposal unless such acts have been carried out in bad faith and constitute wilful
misconduct or gross negligence.

7.2  Completion of The Proposal

The payment, compromise, extinguishment or other satisfaction of any
Affected Claim under the Proposal will be binding upon each Affected Creditor, its heirs,
executors, administrators, successors and assigns, for all purposes, and as and from the
Implementation Date all Affected Claims shall be forever discharged and released,
excepting only the obligations to make distributions in respect of such Affected Claims in
the manner and to the extent provided for in the Proposal.
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ARTICLE 8
PREFERENCES, TRANSFERS AT UNDER VALUE, ETC.

8.1 Sections 95-101 of the BIA

Sections 95-101 of the BIA and fny provincial statute related to
preference, fraudulent conveyance, transfer at undervalue, or the [like shall not apply to
this Proposal

8.2 Recourse

As a result of and in accordance with Section 8.1 hereof and all of the
rights, femedies, recourses and Affected Claims described therein:

(a)  all such rights, remedies and recourses and any Affected Claims based thereon
shall be fompletely unavailable to the Trustee or any Creditor against the Company, any
pther Creditor or any other person whatsoever; and

(b)  the Trustee and all of the Creditors shall be deemed, for all purposes whatsoever,
to have firrevocably and unconditionally waived and renounced such rights, remedies and
fecourses and any Affected Claims based thereon against the Company, any other
[Creditor or any other persons.[

ARTICLE 9
MISCELLANEOUS

9.1  Modification of Proposal

The Debtor, with the consent of the Trustee and the Sponsor, may propose
an alteration or modification to the Proposal prior to the conclusion of the first Creditors’
Meeting called to consider the Proposal.

9.2 Consents, Waivers and Agreements

As at 12:01 a.m. on the Implementation Date, each Creditor will be
deemed to have:

(a) executed and delivered to the Debtor all consents, releases, assignments and
waivers, statutory or otherwise, required to implement and carry out the Proposal in its
entirety;

(b)  waived any default by the Debtor in any provision, express or implied, in any
agreement or other arrangement, written or oral, existing between such Creditor and the
Debtor that has occurred on or prior to the Implementation Date;
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(©) agreed, in the event that there is any conflict between the provisions, express or
implied, of any agreement or other arrangement, written or oral, existing between such
Creditor and the Debtor as at the Implementation Date (other than those entered into by
the Debtor on, or with effect from, the Implementation Date) and the provisions of the
Proposal, that the provisions of this Proposal shall take precedence and priority and the
provisions of such agreement or other arrangement shall be amended accordingly; and

(d) released the Debtor, the Trustee, the Directors, and all of their respective
affiliates, employees, agents, directors, officers, shareholders, advisors, consultants and
solicitors from any and all demands, claims, actions, causes of action, counter-claims,
suits, debts, sums of money, accounts, covenants, damages, judgements, expenses,
executions, liens, set off rights and other recoveries on account of any liability,
obligation, demand or cause of action of whatever nature which any Person may be
entitled to assert, whether known or unknown, matured or unmatured, foreseen or
unforeseen, existing or hereafter arising based in whole or in part on any act or omission,
transaction, dealing or other occurrence existing or taking place on or prior to the
Implementation Date, relating to or arising out of or in connection with the matters
herein.

9.3  Conditions to Proposal Implementation

The implementation of the Proposal by the Debtor will be conditional
upon the fulfilment or satisfaction of the following conditions:

(a)  acceptance of the Proposal by the Unsecured Creditors;

(b) approval of the Proposal and the amendments to the Debtor’s constating
documents as set out in the Articles of Reorganization by the Court pursuant to a final
and non-appealable Approval Order; and

(c)  the payment by the Sponsor of the amount set out in Section 4.6(b).
9.4  Release

Upon the Implementation Date, each and every Director shall be released
and discharged from any and all Director Claims. This release shall have no force or
effect if the Debtor goes bankrupt before the terms of the Proposal are performed.

9.5  Effect of Proposal Generally

As at 12:01 a.m. on the Implementation Date, the treatment of all Claims
under the Proposal shall be final and binding on the Debtor and all Creditors (along with
their respective heirs, executors, administrators, legal personal representatives, successors
and assigns) and the Proposal shall constitute (i) a full, final and absolute settlement of all
rights of the holders of the Claims affected hereby; and (ii) an absolute release and
discharge of all indebtedness, liabilities and obligations of the Debtor of or in respect of
such Claims.
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9.6 Notices

Any notices or communication to be made or given hereunder shall be in
writing and shall refer to this Proposal and may, subject as hereinafter provided, be made
or given by personal delivery, by prepaid mail or by receipted email (except for Proofs of
Claim which may only be sent by personal delivery, receipted email or registered mail)
addressed to the respective parties as follows:

(a) if to the Debtor:

c/o Meretsky Law Firm
121 King Street West, Suite 2150
Toronto, Ontario MSH 3T9

Attention: Jason Meretsky
email: jason@meretsky.com

(b)  if to a Creditor, to the address or email address for such Creditor specified in the
Proof of Claim filed by Creditor or, if no Proof of Claim has been filed, to such other
address or email address at which the notifying party may reasonably believe that the
Creditor may be contacted; and

(©) if to the Trustee:

KSV Restructuring Inc.
150 King Street West, P.O. Box 42
Toronto Ontario M5H 1J9

Attention: Bobby Kofman / Mitch Vininsky
Email: bkofman{@ksvadvisory.com /
mvininsky@ksvadvisory.com

or to such other address or email address as any party may from time to
time notify the others in accordance with this section. In the event of any strike, lock-out
and other event which interrupts postal service in any part of Canada, all notices and
communications during such interruption may only be given or made by personal
delivery or by receipted email and any notice or other communication given or made by
prepaid mail within the five (5) Business Day period immediately preceding the
commencement of such interruption will be deemed not to have been given or made. All
such notices and communications will be deemed to have been received, in the case of
notice by email or by delivery prior to 5:00 p.m. (local time) on a Business Day, when
received or if received after 5:00 p.m. (local time) on a Business Day or at any time on a
non-Business Day, on the next following Business Day and in the case of notice mailed
as aforesaid, on the fifth (5th) Business Day following the date on which such notice or
other communication is mailed. The unintentional failure to give a notice contemplated
hereunder to any particular Creditor will not invalidate this Proposal or any action taken
by any Person pursuant to this Proposal.
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9.7  Assignment of Claims

No assignment of a Claim by an Affected Creditor is effective to give the
assignee any rights in respect of the Proposal unless written notice of the assignment is
given to the Debtor and the Trustee in accordance with the requirements of Section 9.6.
The assignment of the Claim will not be effective for a period of five (5) Business Days
from the date of effective receipt of the notice of assignment by the Debtor and by
Trustee as determined in accordance with Section 9.6.

9.8  Foreign Currency Obligations

For purposes of this Proposal, Claims denominated in a currency other
than Canadian funds will be converted to Canadian Dollars at the closing spot rate of
exchange of the Bank of Canada on the NOI Filing Date.

9.9  Applicable Law

The Proposal shall be construed in accordance with the laws of the
Province of Ontario and the federal laws of Canada applicable therein and shall be treated
in all respects as an Ontario contract.

9.10 Non-Severability

It is intended that all material provisions of this Proposal shall be fully
binding on and effective between all Persons named or referred to in this Proposal and in
the event that any material provision or provisions of the Proposal is or are found by the
Court to be void, voidable or unenforceable for any reason whatever, then the remainder
of this Proposal and all other provisions shall be void and of no force or effect.

9.11 Deeming Provisions

In the Proposal the deeming provisions are not rebuttable and are
conclusive and irrevocable.

DATED at the City of Toronto, in the Province of Ontario, this 17" day of May, 2021.
RESET BEAUTY INC.

Per: O@\ 4 A r/dé\//

Josh Brandley, CEO’
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1A.
Schedule to Articles of Reorganization of Reset Beauty Inc.

to create an unlimited number of shares of a class designated as “New Common
Shares”;

to change each Class A Common Share, each Class B Common Share and each
Special Share into 0.000001 (one one-millionth) of a Redeemable Share;

to cancel all options, warrants, convertible instruments and any other rights or
interests that are capable of being converted into Class A Common Shares, Class
B Common Shares and Special Shares;

to remove the authorized but unissued Class A Common Shares, Class B
Common Shares and Special Shares and all rights, privileges, restrictions and
conditions attaching thereto;

to declare that the capital of the Corporation after giving effect to the foregoing
shall consist of an unlimited number of New Common Shares and an unlimited
number of Redeemable Shares with the rights, privileges, restrictions and
conditions set out in these Articles attaching thereto;

to establish that there shall be a minimum number of one and a maximum number
of ten directors of the Corporation and that the number of directors of the
Corporation, and the number of directors to be elected at each annual meeting of
the shareholders of the Corporation, within the minimum and maximum numbers
provided for above, shall be one until otherwise determined by the board of
directors;

to provide that the issue, transfer or ownership of shares is restricted and the
restrictions (if any) are as follows:

The right to transfer shares of the Corporation shall be restricted in that no
shares shall be transferred without either: (a) the consent of the directors
of the Corporation expressed by a resolution passed by the directors or by
an instrument or instruments in writing signed by a majority of the
directors, which consent may be given either prior or subsequent to the
time of transfer of such shares, or (b) the consent of the holders of shares
of the Corporation to which are attached at least a majority of the votes
attaching to all shares of the Corporation for the time being outstanding
carrying a voting right either under all circumstances or under some
circumstances that have occurred and are continuing, expressed by
resolution passed by such shareholders or by an instrument or instruments
in writing by such shareholders, which consent may be given either prior
or subsequent to the time of transfer of such shares.

The rights, privileges, restrictions and conditions attaching to the Redeemable
Shares are as follows:



(a)

(b)

(©)

1B.

Fractional interest: No holder of a fractional interest in a Redeemable
Share will be entitled to be registered on the books of the Corporation in
respect of such fraction of a Redeemable Share.

Redemption by the Corporation: All of the Redeemable Shares, into
which the Class A Common Shares, the Class B Common Shares and the
Special Shares and fractional interests therein outstanding immediately
prior to the Effective Time were changed pursuant to the Proposal and the
terms hereof, will be deemed to be automatically redeemed by the
Corporation without further notice as of the Effective Time, without notice
to the holders of such Redeemable Shares, on payment, subject to the
terms hereof, of $1.00 for each whole Redeemable Share (such amount
being herein referred to as the “Redemption Price”). The Corporation
will pay or cause to be paid to each holder of Redeemable Shares or
fractional interests therein to be redeemed the Redemption Price by
cheque, provided that if the aggregate Redemption Price payable to any
particular holder is less than $10.00, the actual Redemption Price payable
to each such holder of Redeemable Shares will be deemed to be $0.00 and
the Redeemable Shares or fractional interests therein held by each such
holder of Redeemable Shares will be redeemed without any payment or
further act or formality by the Corporation or otherwise.

Voting Rights: The holders of the Redeemable Shares or fractional
interests therein will not be entitled to receive notice of or to attend any
meeting of the shareholders of the Corporation and will not be entitled to
vote at any such meeting.

The rights, privileges, restrictions and conditions attaching to the New Common
Shares are as follows:

(a)

(b

Payment of Dividends: The holders of the New Common Shares will be
entitled to receive dividends if, as and when declared by the board of
directors of the Corporation out of the assets of the Corporation properly
applicable to the payment of dividends in such amounts and payable in
such manner as the board may from time to time determine. Subject to the
rights of the holders of any other class of shares of the Corporation
entitled to receive dividends in priority to or concurrently with the holders
of the New Common Shares, the board may in its sole discretion declare
dividends on the New Common Shares to the exclusion of any other class
of shares of the Corporation.

Participation upon Liquidation, Dissolution or Winding Up: In the
event of the liquidation, dissolution or winding up of the Corporation or
other distribution of assets of the Corporation among its shareholders for
the purpose of winding up its affairs, the holders of the New Common
Shares will, subject to the rights of the holders of any other class of shares
of the Corporation entitled to receive assets of the Corporation upon such
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(c)

1C.

a distribution in priority to or concurrently with the holders of the New
Common Shares, be entitled to participate in the distribution. Such
distribution will be made in equal amounts per share on all the New
Common Shares at the time outstanding without preference or distinction.

Voting Rights: The holders of the New Common Shares will be entitled
to receive notice of and to attend all annual and special meetings of the
shareholders of the Corporation and to one vote in respect of each New
Common Share held at all such meetings.

For the purposes of these Articles the following capitalized terms shall have the
following respective meanings:

(a)
(b)

(©)

(d

(e)

()

(®

(h)

“Act” shall mean the Business Corporations Act (Ontario), as amended.

“Class A Common Shares” shall mean the Class A Common Shares of
the Corporation in existence immediately prior to the Effective Time.

“Class B Common Shares” shall mean the Class B Common Shares of
the Corporation in existence immediately prior to the Effective Time.

“Effective Time” shall mean 12:01 a.m. on the “Implementation Date” as
defined in the Proposal.

“New Common Shares” shall mean the new common shares of the
Corporation.

“Proposal” shall mean the Proposal pursuant to Part III of the Bankruptcy
and Insolvency Act (Canada) of the Corporation to all of its Creditors
dated May 17, 2021.

“Redeemable Shares” shall mean the redeemable shares of the
Corporation into which the Class A Common Shares, the Class B
Common Shares and the Special Shares are changed pursuant to the terms
hereof. '

“Special Shares” shall mean the Special Shares of the Corporation in
existence immediately prior to the Effective Time.
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6. The terms and conditions to which the reorganization is made subject by the Order have been complied with.

Les conditions que l'ordonnance impose a la réorganisation ont été respectées.

These articles are submitted under section 186 of the Business Corporations Act and are signed in duplicate.

Les présents statuts sont déposés en vertu de l'article 186 de la Loi sur les sociétés par actions. lls sont signés en double
exemplaire.

RESET BEAUTY INC.

(Name of Corporation) / {Dénomination sociale de la société)

By/
Par:

Q Roandle CHIEF EXECUTIVE OFFICER
(Signalure){f {Slgnature) (4] {Description of Off ce) / (Fonction)
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I * I Industry Canada Industrie Canada

Office of the Superintendent Bureau du surintendant
of Bankruptcy Canada des faillites Canada

District of  Ontario

Division No. 09 - Toronto
Court No.  31-2733618
Estate No.  31-2733618

In the Matter of the Proposal of:

Reset Beauty Inc.

Debtor

KSV RESTRUCTURING INC.
Licensed Insolvency Trustee

Date of Proposal: May 17, 2021 Security: $
Meeting of Creditors: June 07, 2021, 10:00
Meeting to be held by Zoom

Meeting ID: 953 3135 0639
425695, Ontario
Canada,

Chair: Trustee

CERTIFICATE OF FILING OF A PROPOSAL - Section 62

-- AMENDED --

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that:
- aproposal in respect of the aforenamed debtor was filed under section 62 of the Bankruptcy and Insolvency Act.

The aforenamed trustee is required:

- to provide to me, without delay, security in the aforementioned amount; and
- to send to all creditors, at least ten days prior to the meeting, a notice of a meeting of creditors, which will be held at
the aforementioned time and place.
Date: May 20, 2021, 15:24
E-File/Dépbt Electronique Officia Receiver
151 Y onge Street, 4th Floor, Toronto, Ontario, Canada, M5C2W?7, (877)376-9902
Canada
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ksv advisory inc.

150 King Street West, Suite 2308
Toronto, Ontario, M5H 1J9

T +1416 932 6262

F +1416 932 6266

www.ksvadvisory.com

Bankruptcy and Insolvency Act (“Act”)

Proof of Claim
(Section 50.1, 81.5, 81.6, Subsections 65.2(4), 81.2(1), 81.3(8), 81.4(8), 102(2), 124(2), 128(1),
and Paragraphs 51(1)(e) and 66.14(b) of the Act)

All notices or correspondence regarding this claim must be forwarded to the following address:

Creditor Name: Telephone:
Address: Fax:
Email:
Account No.:
In the matter of the bankruptcy (or the proposal, or the receivership) of (name of
debtor) Of (city and province) and the claim of , creditor.
I, (name of creditor or representative of the creditor), Of (city and

province), do hereby certify:

1. That | am a creditor of the above-named debtor (or that | am (state position or title)
of (name of creditor)).

2. That | have knowledge of all the circumstances connected with the claim referred to below.

3. That the debtor was, at the date of bankruptcy, (or the date of the receivership, or in the case of a proposal, the date of
the notice of intention or of the proposal, if no notice of intention was filed), namely the day of ,
, and still is, indebted to the creditor in the sum of $ , as specified in the statement of account

(or affidavit) attached and marked Schedule "A", after deducting any counterclaims to which the debtor is entitled. (The
attached statement of account or affidavit must specify the vouchers or other evidence in support of the claim.)

4.  (Check and complete appropriate category.)
0 A. UNSECURED CLAIM OF $
(other than as a customer contemplated by Section 262 of the Act)
That in respect of this debt, | do not hold any assets of the debtor as security and
(Check appropriate description.)
O Regarding the amount of $ , | do not claim a right to a priority.
O Regarding the amount of $ , | claim a right to a priority under Section 136 of the Act.
(Set out on an attached sheet details to support priority claim.)

O B. CLAIMOF LESSOR FOR DISCLAIMER OF A LEASE $

That | hereby make a claim under Subsection 65.2(4) of the Act, particulars of which are as follows:
(Give full particulars of the claim, including the calculations upon which the claim is based.)

Q C. SECURED CLAIM OF $

That in respect of this debt, | hold assets of the debtor valued at $ as security, particulars of which are
as follows:

(Give full particulars of the security, including the date on which the security was given and the value at which you assess the security, and attach a copy of the
security documents.)

Q D. CLAIMBY FARMER, FISHERMAN OR AQUACULTURIST OF $

That | hereby make a claim under Subsection 81.2(1) of the Act for the unpaid amount of $ (Attach a
copy of sales agreement and delivery receipts.)

O E. CLAIMBY WAGE EARNER OF $

Q That | hereby make a claim under Subsection 81.3(8) of the Act in the amount of $
Q That | hereby make a claim under Subsection 81.4(8) of the Act in the amount of $
O F. CLAIMBY EMPLOYEE FOR UNPAID AMOUNT REGARDING PENSION PLAN OF $
Q That | hereby make a claim under Subsection 81.5 of the Act in the amount of $
Q That | hereby make a claim under Subsection 81.6 of the Act in the amount of $

0 G. CLAIMAGAINST DIRECTOR $

(To be completed when a proposal provides for the compromise of claims against directors.)

That | hereby make a claim under Subsection 50(13) of the Act, particulars of which are set out on the attached
sheet(s). (Give full particulars of the claim, including the calculations upon which the claim is based.)

0 H. CLAIMOFA CUSTOMER OF A BANKRUPT SECURITIES FIRM $

That | hereby make a claim as a customer for net equity as contemplated by Section 262 of the Act, particulars of which
are set out on the attached sheet(s).
(Give full particulars of the claim, including the calculations upon which the claim is based.)



Bankruptcy and Insolvency Act (“Act”)

Proof of Claim
(Section 50.1, 81.5, 81.6, Subsections 65.2(4), 81.2(1), 81.3(8), 81.4(8), 102(2), 124(2), 128(1),
and Paragraphs 51(1)(e) and 66.14(b) of the Act)

5.  That, to the best of my knowledge, | am (or the above-named creditor is) (or am not or is not) related to the debtor within
the meaning of Section 4 of the Act, and have (or has) (or have not or has not) dealt with the debtor in a non-arm’s-
length manner.

6.  That the following are the payments that | have received from, the credits that | have allowed to, and the transfers
at undervalue within the meaning of Subsection 2(1) of the Act that | have been privy to or a party to with the debtor
within the three months (or, if the creditor and the debtor are related within the meaning of Section 4 of the Act or were not dealing with each other at
arm's length, within the 12 months) immediately before the date of the initial bankruptcy event within the meaning of
Subsection 2(1) of the Act: (Provide details of payments, credits and transfers at undervalue.)

7.  (Applicable only in the case of the bankruptcy of an individual.)

U Whenever the trustee reviews the financial situation of a bankrupt to redetermine whether or not the bankrupt is required
to make payments under Section 68 of the Act, | request to be informed, pursuant to Paragraph 68(4) of the Act, of the
new fixed amount or of the fact that there is no longer surplus income.

O | request that a copy of the report filed by the trustee regarding the bankrupt's application for discharge pursuant to
Subsection 170(1) of the Act be sent to the above address.

Dated at , this day of \
Witness Creditor
NOTE: If an affidavit is attached, it must have been made before a person qualified to take affidavits.
WARNINGS: A trustee may, pursuant to Subsection 128(3) of the Act, redeem a security on payment to the secured creditor of the

debt or the value of the security as assessed, in a proof of security, by the secured creditor.

Subsection 201(1) of the Act provides severe penalties for making any false claim, proof, declaration or statement
of account.

DIRECTIONS FOR COMPLETION OF THIS FORM ARE ON THE REVERSE SIDE

GENERAL PROXY
(Paragraphs 51(1)(e) and 66.15(3)(b) and Subsection 102(2))

In the matter of the bankruptcy) (or proposal) of a bankrupt (or an insolvent)
| (or We), (name of creditor), of . (name of city, town or village),
a creditor in the above matter, hereby appoint , of , to be my

(or our) general proxy in the above matter except as to the receipt of dividends, with (or without) power to appoint another
general proxy in his or her place.

DATED AT this day of ,
Witness Individual Creditor OR Name of Corporate Creditor
Per:
Witness Name and Title of Signing Officer

Proof of Claim Page 2



CHECKLIST FOR PROOF OF CLAIM

This checklist is provided to assist you in preparing the accompanying proof of claim form and, where required, proxy form in a complete and
accurate manner. Please specifically check each requirement.

Under Section 109 of the Bankruptcy and Insolvency Act only those creditors who have filed their claims in the proper form with the trustee, before
the time appointed for the meeting, are entitled to vote at the meeting.

Section 124 states that every creditor shall prove his claim and the creditor who does not prove his claim is not entitled to share in any distribution
that may be made.

General

. The signature of a witness is required;

. The claim must be signed personally by the individual completing this declaration;

. Provide the complete address where all notices or correspondence are to be forwarded;
L]

The amount of the statement of account must correspond to the amount indicated on the proof of claim.
Notes:

. It is permissible to file a proof of claim by fax.

. A creditor may vote either in person or by proxy at any meeting of creditors if the proof of claim is filed with the trustee prior to the time
appointed for the meeting.

. A quorum at any meeting of creditors consists of at least one creditor with a valid proof of claim in attendance in person or by proxy.

. A corporation may vote through an authorized agent or mandatary at meetings of creditors.

. In order for a duly authorized person to have a right to vote, they must be a creditor or be the holder of a properly executed proxy. The name
of the creditor must appear in the proxy.

. A creditor who is participating in any distribution from an estate must have filed a proof of claim prior to the distribution being declared.

. In the case of an individual bankrupt, by checking the appropriate box or boxes at the bottom of the proof of claim form, you may request that
the trustee advise you of any material change in the financial situation of the bankrupt or the amount the bankrupt is required to pay into the
bankruptcy, and a copy of the trustee’s report on the discharge of the bankrupt.

Paragraph 1

. Creditor must state full and complete legal name of company or firm;
. If the individual completing the proof of claim is not the creditor himself, he/she must state his/her position or title.

Paragraph 3

. The amount owing must be set out in paragraph 3.

. A detailed statement of account must be attached to the proof of claim and must show the date, the number and the amount of all the invoices
or charges, together with the date, the number and the amount of all credits or payments. A statement of account is not complete if it begins
with an amount brought forward.

Paragraph 4

. Paragraph A applies to ordinary unsecured claims. In addition to recording the amount of the claim, please indicate whether the claim has
a priority pursuant to Section 136 of the Act.

. Paragraph B applies to lessor claims in a commercial proposal. Please ensure that the claim applies to a commercial proposal and, if so,
include the full particulars of the claim.

. Paragraph C applies to secured claims. Please indicate the dollar value of the security and attach copies of the security document. In
addition, please attach copies of the security registration documents, where appropriate.

. Paragraph D applies to inventory claims of farmers, fishermen and aquaculturists. Please note that such claims apply only to inventory
supplied from farmers, fishermen and aquaculturists within 15 (fifteen) days of the date of bankruptcy. In addition, please attach copies of any
applicable sales agreements and delivery slips.

. Paragraph E applies to claims by wage earners. Please note that such claims apply only for unpaid wages owed upon the bankruptcy of an
employer or when the employer becomes subject to a receivership.

. Paragraph F applies to claims by employees for unpaid amounts regarding pension plans. Please note that such claims apply only to
unremitted pension contributions outstanding when the sponsoring employer becomes bankrupt or is subject to a receivership.

. Paragraph G applies to claims against directors. Please note that such claims apply only to directors of corporations that have filed a
commercial proposal to creditors that includes a compromise of statutory claims against directors.

. Paragraph H applies to claims of customers of a bankrupt securities firm. Please ensure that the claim of the customer is for net equity and,
if so, include the full particulars of the claim, including the calculations upon which the claim is based.

Paragraph 5
° All claimants must indicate whether or not they are related to the debtor, as defined in Section 4 of the Act, or dealt with the debtor in a non-
arm’s-length manner.
Paragraph 6
. All claimants must attach a detailed list of all payments or credits received or granted, as follows:
a) Within the three (3) months preceding the initial bankruptcy event (including the bankruptcy or the proposal), in the case where the
claimant and the debtor are not related;

b) Within the twelve (12) months preceding the initial bankruptcy event (including the bankruptcy or the proposal), in the case where the
claimant and the debtor were not dealing at arm’s length.

APPOINTING PROXY

Note: The Act permits a proof of claim to be made by a duly authorized representative of a creditor but, in the absence of a properly executed
proxy, does not give such an individual the power to vote at the first meeting of creditors nor to act as the proxyholder of the creditors.

General

. In order for duly authorized persons to have a right to vote, they must themselves be creditors or be the holders of a properly executed proxy.
The name of the creditor must appear in the proxy.

Notes:

A creditor may vote either in person or by proxyholder.

A proxy may be filed at any time prior to a vote at a meeting of creditors.

A proxy can be filed with the trustee in person, by mail or by any form of telecommunication.

A proxy does not have to be under the seal of a corporation unless required by its incorporating documents or its bylaws.
The individual designated in a proxy cannot be substituted unless the proxy provides for a power of substitution.
Bankrupts/debtors may not be appointed as proxyholders to vote at any meeting of their creditors.

The trustee may be appointed as a proxyholder for any creditor.

A corporation cannot be designated as a proxyholder.

Proof of Claim Page 3



Estate No. 31-2733618

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
RESET BEAUTY INC.,
OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO,

Form 37

VOTING LETTER
(Paragraph 51(1)(f) of the Bankruptcy and Insolvency Act.)

Ifwe, , creditor,
of ;
a creditor in the above matter for the sum of $ , hereby request the trustee

acting with respect to the Proposal of Reset Beauty Inc. to record my vote:

PLEASE TICK OFF OR INDICATE YOUR VOTE AS FOLLOWS:
O FOR the acceptance of the Proposal, as made on the 17" day of May, 2021.

O AGAINST the acceptance of the Proposal, as made on the 17" day of May, 2021.

DATED at , this day of , 2021.

Signature of Witness Signature of individual creditor or person
signing on behalf of corporate creditor

Print name of Witness Print name of individual creditor or name and
title of person signing on behalf of corporate
creditor
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ksv advisory inc.

150 King Street West, Suite 2308
Toronto, Ontario, M5H 1J9

T +1416 932 6262

F +1416 932 6266

ksvadvisory.com

Estate File No: 31-2733618

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
RESET BEAUTY INC.,
OF THE CITY OF TORONTO, IN THE PROVINCE OF ONTARIO

NOTICE OF PROPOSAL TO CREDITORS
(Subsection 51)
Take notice that:

1. Reset Beauty Inc. (the “Company”) has lodged with KSV Restructuring Inc. (the
“Proposal Trustee”) a Proposal pursuant to the Bankruptcy and Insolvency Act.

2. A general meeting of creditors to consider the Proposal will be held on the 7" day of
June, 2021 at 10 a.m., to be convened via Zoom at:
https://zoom.us/j/953313506397pwd=Vkt1SEV3eFICaGFTZXVrMDdkRTIPZz09

3. Enclosed are copies of:

The Proposal,;

A condensed statement of the Company’s assets and liabilities;

A list of the creditors affected by the Proposal whose claims amount to $250 or more;
A Proof of Claim form and proxy; and

A voting letter.

4. To be entitled to vote at the meeting, proofs of claim, proxies (where necessary) and voting
letters intended to be used at the meeting must be lodged with the Proposal Trustee prior
to the commencement of the meeting.

5. Creditors must prove their claims against the Company in order to share in any distribution
of the proceeds realized from the estate.

DATED at Toronto, Ontario, this 25" day of May, 2021.

KSy @gvzfuoﬁfy he.

KSV RESTRUCTURING INC.
LICENSED INSOLVENCY TRUSTEE



Appendix “E”



District of: Ontario

Division No. 09 - Toronto

Court No. 31-2733618

Estate No. 31-2733618
To the debtor:

[xJoriginal

- Form 78 -
Statement of Affairs (Business Proposal) made by an entity
{Subsection 49(2) and Paragraph 158(d) of the Act / Subsections 50(2) and 62(1) of the Act)

In the Matter of the Proposal of
Reset Beauty Inc.
of the City of Toronlo, in the Province of Ontario

DAmended

You are requred lo carefully and accurately complele this form and the applicable altachments showing the state of your affairs on the date of the fiing of your

proposal (o notica of intention, if appiicable) on the 17th day of May 2021. When completed, this fom and the applicable attachments will constitute the Statemant of

Alfairs and must be venfied by oath or solemn dedaration.

LIABILITIES
(as stated and estimated by the officer)

1. Unsecured creditors as perlist ™A™ . .. .. .. ..........
Balance of secured claims as per fist“B”.... .. ... ...
Total unsecured creditors .. ...................

2. Secured creditors as perfist™B*..............o0...

3. Preferred creditors asper Bst*C”............... ...

4. Contingent, trust claims or other liabilities as per fist "D"
estimated to be reclaimablafor...................

Total fiabilities. . ................ O R RS

2.258,019.95

0.00
0.00

0.0/

=4

2.258,019.95

Ni

F=

ASSETS
(as stated and estimated by the officer)
1. OVORIOY ¢ sesict o5 iS4 5 o e w e e s e ae e b et
2. Trade fixtures. eC. . ....o.veeeinneeiiniiiiannes
3. Accounts teceivable and other receivables, as per list "E*
317,686.00
0.00
0.00

Estimatedtoproduce. . .........................
4. Bills of exchange, promissary nole, elc., as per list"F" . . .
5. Deposits in financial institutions .....................

8. Machinery, equipment and plant. . .. i

9. Real property or immovable as per list"G" . ., .. .

10. Fumilure . ...oovveennnns o R X ik o SRR
11. RRSPs, RRIFs, Iife insurance,elc. .......... ..

12. Securities {shares, bonds, debentures, elc ) .

13. Interestsunder wills . ... .....ovniiiiien e,
M. Vehicdles. ..o
15. Other property, asper fist"H" ... ... ... .. .........
If debtor is a corporation, add:

155,000.00
0.0

<

317,686.00
0.00

0.00
47,627.00
0.00

0.0

0.00

0.00

0.

0.

0.0

0.0

0.0

o

8

8

o

o

o

l

Amount of subscnbed capital . .. ... . 0.00

Amount paid on capital . ........... 0.00

Balance subscribed andunpaid. .. ............... 0.00

Estimatedtoproduce ... .................... 0.00
Tolalassels .........oovvvnnny.s 520,313.00
Deficiency ... ... 1.737.706.95

1, Josh Brandley, CEO of Reset Beauty Inc., do swear (or solemnly declare) that the above statement and the attached lists are to the best of my
knowledge, based on the information available to me, a full, true and complete statement of the affairs of Reset Beauty Inc. on May 17, 2021, and
fully disclose all of its property of every description in its possession or that may devolve on it in accordance with Section 67 of the Bankruptcy and

Insolvency Act.

Sworn (or solemnly declared) before me at
the City
this / 7 " day of May, 2021.

Toronto, in the Province of Ontario,

7

Rajinder Kashyap, a Commissioner, etc.,

b pe”

——— — — — — —

Province of Ontario, for KSV Restructuring Inc.

Expires January 27, 2024.

(Bl

Josh ﬁ!ra ndley <

Page 1
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RESET BEAUTY INC.

Preliminary list of creditors as at April 27, 2021
as submitted Reset Beauty Inc.

(Unaudited)
Creditor Address Amount due (CDN$)
Intercap Equity 261 Davenport Rd, Toronto, ON M5H 1K3 2,149,350.00
Fuller Landau 151 Bloor St West, 12th Floor, Toronto, ON M5S 154 47,053.60
Bossin, Tin Yan Chartered Accountants 1210 Sheppard Ave E, Suite 200, Toronto, ON M2K 1E3 22,741.25
Speigel Nichols Fox 1 Robert Speck Parkway, Suite 200, Mississauga, ON L4Z 3M3 17,023.45
Commerce Garage Inc. 4585 Massey Rd, Port Hope, ON L1A 3V5 8,197.70
Meretsky Law Firm 121 King Street W, Suite 2150, Toronto, ON M5H 2T9 6,480.88
Dorsey and Whitney LLP P.O. Box 1680, Minneapolis, MN 55480 7,172.07
Ministry of Labour, Training & Skills Development Provincial Claims Centre, 70 Foster Dr, Suite 410, Sault Ste. Marie, ON P6A 6V4 4,061.50
1302207 Ontario Limited c/o Allied Properties 134 Peter St., Suite 1700, Toronto ON M5V 2H2 1.00

2,262,081.45
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ri INFINITY

Asset Solutions

DESKTOP
ORDERLY LIQUIDATION VALUE
APPRAISAL OF:

Reset Beauty Inc.
Orosa Beauty

Vesca Beauty

PREPARED FOR: Bobby Kofman
President and Managing Director
KSV Advisory
150 King Street W
Suite 2308
Toronto, ON

PREPARED BY: Bruce Lyle

President

Infinity Asset Solutions
REVIEWED BY: B.J. Winning, cPPA

Certified Appraiser
Infinity Asset Solutions

DATE OF REPORT:  April 20", 2021
EFFECTIVE DATE: April 11th, 2021

REPORT NUMBER: 04-20-21

Auctioneers Appraisers Liquidators
Tel: 905-669-8893 ¢ E-mail: info@infinityassets.com ® www.infinityassets.com
63 Maplecrete Road e Concord, Ontario @ L4K 1AS5 e Canada




ri INFINITY

Asset Solutions

INDEX

. KEY INFORMATION ...cuiitiuiiiiiiniiiiiiiiiiiiiiiieiniecaceieneacencenes
. PROJECTED OLV VALUES -INVENTORY......cccceccvtriuiniannnn.

. INTRODUCTION ...ccitiiniiiiniininiiiiiiiiiiiieiiieiciiteiececacesecncens

. VALUE CONCEPT DEFINITIONS .....ccccccevniininneinsnecnssneccssnnencnne
. VALUE CONSIDERATIONS OF THE APPRAISAL ...................
. EXIT STRATEGY APPROACH. .......iiniiiittinteeiieeicnneccsneecennee
. CONSIDERATIONS .....ccovviiinuiiinniinnnneinsneecssseessssnessssesssssesssssesssssns

. STATEMENT OF CONDITIONS.......ccccevvtiinrnrrinsnnennsnneisssneecsssneeenns

Auctioneers Appraisers Liquidators
Tel: 905-669-8893 o E-mail: info@infinityassets.com e www.infinityassets.com
63 Maplecrete Road e Concord, Ontario @ L4K 1AS5 e Canada
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Asset Solutions

RESET BEAUTY INC. — KEY INFORMATION

Industry

Primary Inventory

Competitors
Stock as of Date

Valuation Approach

Currency

Online Seller and Wholesaler of Branded Beauty Products

March 2021

Orosa Nail Paint & Pop Nail Art & Treatment Products
Vesca Multi-Skin Tone Beauty Products

Marc Jacobs Beauty, Kat Von D Beauty, Sephora, Fenty, MAC

Desktop Orderly Liquidation Value

All Financial Information in This Report is Presented in
US Dollar (3USD) in Conformity with Financial Reporting

PROJECTED OLV VALUE

OROSA & VENESA INVENTORY

Assumptions

Total Inventory at Cost (USD)

Total Estimated* Retail Selling
Orosa
Vesca

Total Eligible Inventory at Cost
OLV (% of Total Cost)

Liquidation Expenses (Estimated)
Projected Gross OLV Recovery
Projected Net OLV Recovery
Projected NET OLV (% on Cost)

Sale Term

Selling Period as of March 2021

$278,250

UsSD $
$1,176,000
$54,000

$278,250
68%
$67,000
$191,000
$124,000
44%

6 Weeks

Auctioneers Appraisers Liquidators
Tel: 905-669-8893 o E-mail: info@infinityassets.com ¢ www.infinityassets.com
63 Maplecrete Road e Concord, Ontario @ L4K 1AS5 e Canada
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Asset Solutions

Under this OLV liquidation scenario, the recovery value on ineligible and obsolete
inventory is considered in the final liquidation sale process and included in the
recovery values of all product remining. Any such inventory remaining from the
liquidation sale and would be sold off to Jobbers & Wholesaler re-sellers

The Sale is projected for a 6-week selling period and would include use of the
Company’s existing online hosted web page during the sale period, which has
not been considered in the Liquidation costs noted above

*The Estimated retail selling price was derived from Orosa and Vesca sales
records from January 2021 thru April 2021 taking the Net Quantity + by Net Sales
to arrive at the discounted selling price

The estimated recovery on the final sale process to Jobber/wholesalers is based
on 50% of the stock remaining after the liquidation sale scenario ($140,000 Cost)
which would recover an average of 15% on cost ($21,000)

Infinity’s estimated liquidation expenses include staff wages, on-line advertising,
shipping and other certain incidental operating costs

The Liquidation expenses exclude the Liquidators 20% commission of sale

VESCA
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April 20™, 2021

KSV Advisory
150 King Street W
Suite 2308
Toronto, ON

Attention: Bobby Kofman
Dear Mr. Kofman,

Pursuant to our appraisal engagement dated April 11", 2021, whereby you
retained Infinity Assets Solutions to conduct an inventory valuation and appraisal
of Reset Beauty Inc.

The purpose of this appraisal is to provide a disinterested statement of the value
of the subject inventory based on current market conditions and founded on the
basis of a Desktop Orderly Liquidation Value (OLV) scenario.

The information included in this report is for use by KSV Advisory and their
designees and is intended only for use in inventory assessment and business
planning purposes and may be invalid if used for any other purpose.

The effective date of this appraisal is April 11", 2021.

This appraisal has been developed and is being submitted in compliance with the
Canadian Personal Property Appraisers Group (CPPAG), as well as Infinity
Asset Solutions internal guidelines.

Infinity relied upon Company reports and management representation and
assumed without independent verification that all such information and count
were accurate and complete in all material respects.

Infinity’s projected recovery values are dependent upon a number of key factors,
including the proper execution of the exit strategy outlined in this report. In
addition, where Infinity has not appraised all of the Company’s significant assets,
certain liquidation strategies to maximize the value of those assets could conflict
with Infinity’s exit strategy, and adversely affect the projected recovery. Should a
liquidation become an appropriate exit, Infinity recommends the coordination of
exit strategies for all asset classes and detailed monitoring.
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DESKTOP VALUE CONCEPT DEFINITIONS

Orderly Liquidation Value (OLV) &
Net Orderly Liquidation Values (NOLV)

Defines Orderly Liquidation Value as Follows:

Orderly Liquidation Values (OLV) $191,000 USD

Projected Gross Orderly Liquidation Value: Gross volume of sales generated in a
Controlled Liquidation Sale process over an extended period of time, defined as the
market price or sale price given to attract customers to purchase inventory.

Net Orderly Liquidation Values (NOLV) $124,000 USD

Projected Net Orderly Liquidation Value: The amount, net of expenses, excluding
Liquidator fees and commissions, that would be realized if the business were to wind
down and the inventory was sold piecemeal, or through appropriate groupings, under a
scenario whereby the purchaser(s) acquires “as is, where is” for cash or cash equivalent
over a reasonable period of time to maximize proceeds received. Any deletions or
additions to the total assets appraised could change the psychological and/or monetary
appeal necessary to obtain the value indicated.

VALUE CONSIDERATIONS

Several important factors influenced the Orderly Liquidation Values calculated by
Infinity during the current appraisal. Positive and negative recovery factors are
applicable to the current appraisal and are listed below.

Infinity’s appraisal is based on the current economic conditions and consumer
confidence. Any significant change in the economy events, as well as periods of
general consumer insecurity, could affect the OLV reported within this appraisal.

Positive Factors

The Company is an established and a well-known seller of Cosmetics and
Nail Cover Products and Accessories

The Company has a good reputation in the Cosmetics and Nail &
Manicure Industry with the product being made for the Millennial and
Generations Z group from ethical products, readily available on-line but
limited at major Retailer sellers across Canada and the US.

There is limited seasonality related to the industries sales trend.
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Negative Factors

The Company has an exceptionally large Inventory piece count with over
148,000 items currently in inventory

The Company may currently be experiencing major difficulties due to the
Novel Coronavirus Covid-19

The company has very limited exposure the “Big Box Retailers” with 95%

of all sales being generated by the company’s “Direct to Consumer” online
Webstore sales

No Value consideration was given for the Inventory that may be currently
in Transit or on order

Liquidation Costs — Estimated at $67,000

The direct costs of liquidation, which have been considered under this OLV
scenario, include the following:
Marketing and Advertising to Include: Direct Promotion, Client Based
Advertising, Social Media Advertising
On-Site Sales Coordinator & Sale Management
Report Accounting
Miscellaneous to Include: Certain Out of Pocket Expenses, Eftc.
Sales Commission Fees were NOT included in this Liquidation Scenario
but typically run in the 20% range, depending on the level of sales attained

EXIT STRATEGY

Inventory would be liquidated under a “Going Out of Business Liquidation Sale”
in accordance with the following conditions with all liquidation proceedings being
conducted under the supervision of an Insolvency Advisor.

Timing and Preparation

Infinity estimates a limited Sale of 6 weeks with the Sale including the entire
inventory and it is assumed that given the current timing and market conditions
that selling the inventory using the company’s current online “Direct to Customer”
platform along with the marketing to the past customer client base is the only
practical method of sale. Extending the sale period would expunge any further
net recovery value due to the overhead and handling costs. A Final Sale process
would be offered to Liquidators and Jobber/Bulk buyers as the final sale option.
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STATEMENT OF CONDITIONS

1. The values stated in this Appraisal Report are based on the best judgment
of the appraiser given the facts and conditions available at the date of the
valuation and are based on the definition of value stated in the report.

2. The appraisal fee is not contingent upon the values reported, the
attainment of a stipulated result, or the occurrence of a subsequent event
directly related to the value opinion.

3. No allowance has been made for any failure or delay in performance due
to conditions beyond its control including, but not limited to, Force
Majeure, Acts of God, wars, riots, insurrections, natural disasters, fires,
acts of terrorism and/or any other cause beyond reasonable control that
have the effect of disrupting, interfering and/or obstructing any segment of
the economy and to the impact, if any, of environmental issues that would
have an effect on the ability to sell or have an effect on the inventory.
Furthermore, compliance or non-compliance with regulatory agencies that
may have jurisdiction in this area has not been considered.

4. The information gathered for this appraisal whether through documented,
hearsay, or other means is believed to be both reliable and correct.

5. No physical inspection was made, and the valuation has been based on
information supplied and gathered during the review process along with
information provided to Infinity Asset Solutions by various sources and the
company online web details.

6. It is assumed that all parties have accurately represented the ownership
interest in all of the personal property.

7. This appraisal is for the intended use of the client to whom this report is
addressed and exclusively for the purpose stated. It may not be used for
any other purpose without the written consent of Infinity Asset Solutions.

8. There was no inspection of assets made, only on a virtual basis on-line.

9. The Effective Date of this appraisal is the only date for which the
conclusions contained within are valid. As defined in CPPAG, the Effective
Date of the Appraisal is: "the date at which the value opinion in an
appraisal applies,...the date of the market conditions that provide the

context for the value opinion.”
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CERTIFICATION

| certify that, to the best of my knowledge and belief:

The statements of fact contained in this report are true and correct. The reported
analyses, opinions, and conclusions are limited only by the reported assumptions
and limiting conditions and are my personal, impartial, and unbiased professional
analyses, opinions, and conclusions and not a guarantee of value.

| have not performed the specified services, as an appraiser or in any other
capacity, regarding the property that is the subject of this report within the three-
year period immediately preceding acceptance of this assignment.

| have no bias with respect to the property that is the subject of this report or to
the parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or
reported predetermined results.

We have no present interest in the property that is the subject of this report, and
no personal interest or bias with respect to the parties involved. However, as
auctioneers and liquidators we may have a prospective interest in the said
property but this in no way will influence our development of a meaningful &
credible appraisal.

My compensation for completing this assignment is not contingent upon the
development or reporting predetermined value or direction in that value that
favors the cause of the client, the amount of the value opinion, the attainment of
stipulated result or the occurrence of a subsequent even directly related to the
intended use of this appraisal.

My analysis, opinions and conclusions were developed, and this report has been
prepared, in conformity with the Canadian Personal Property Appraisers Group.
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| have made a personal review of the subject information of this report and no
other company provided significant professional assistance to the person signing
this report.

Effective date of this appraisal: April 11", 2021

We trust the foregoing is satisfactory and meets with your approval.

Yours truly,

Bruce Lyle
President
Infinity Asset Solutions
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