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THIS SHARE PURCHASE AGREEMENT is made the  day of April, 2009,
BETWEEN:

THE CORPORATION OF THE MUNICIPALITY OF
CENTRAL HURON, a municipality located in the
Province of Ontario

(hereinafter called the “Vend or”)
-and-

ERTH CORPORATION (formerly  ERTH  Power
Corporation), a corporation incorporated under the laws of
the Province of Ontario

{hereinafter called “Purchaser”)

WHEREAS:
A. The Vendor is the registered and beneficial owner of all of the issued and outstanding

shares (the “Company Shares”) in the capital of Clinton Power Corporation (the “Company™)

B. The Vendor wishes (o sell to the Purchaser and the Purchaser wishes to purchase from the

Vendor all of the Company Shares and upon the terms and conditions set forth in this
Agreement.

C. As consideration for the Company Shares, the Purchaser agrees to (i} issue to the Vendor
a number of Class B shares in the capital of the Purchaser and (ii) grant the Vendor a put option
right to redeem such Class B shares for a purchase price pursuant to the terms and conditions in
this Agreement.

NOW THEREFORE that in consideration of the premises and the covenants,
agreements, warranties and payments hereinafler set forth, and for good and valuable

consideration, the receipt and sufficiency of which is hereby acknowledged, the Parties agree as
follows:

ARTICLE 1
DEFINITIONS AND INTERPRETATION

1.1 Definitions

[n this Agreement, unless something in the subject matter or context is
inconsistent therewith:



“Agreement” means this share purchase agreement and any instrument amending
this Agreement as referred to in Section 13.6; “hereof”, “hereto”, “hereunder” and
similar expressions mean and refer 1o this Agreement and not to a particular
article or section and the expression “Article” or “Section” followed by a number
means and refers to the specified Article or Section of this Agreement.

“Business” or “Businesses” mean the business or businesses currently and
previously carried on by the Company or ERTH, as applicable.

“Business Day” means a day other than a Saturday, Sunday or statutory holiday
in the Province of Ontario,

“Claim™ means any act, omission or state of facts, and any Legal Proceeding,
assessment, judgment, settlement or compromise relating thereto, which may give
rise to a right to indemnification under Sections 12.3 or 12.4.

“Closing” means the completion of the transactions conlemplated herein,
including sale by the Vendor 1o the Purchaser of the Company Shares, the
issuance of the ERTH Shares to the Vendor, and the execution of the Put Option
Agreement.

“Closing Date” shall mean Janvary 1, 2009 if al] the conditions described in
Section 8.1 and Section 9.1 have been satisfied or waived by the relevant Party in
advance of such date or a date no later than 14 days following the receipt of all
Required Regulatory Approvals if the Required Regulatory Approvals are not
received before December 19, 2008, or such other date as may be agreed by the
Parties.

“Closing Document” means any agreement, certificate, instrument, affidavit,
statutory declaration or other document delivered or given pursuant to this
Agreement at or subsequent to the Closing.

“Company” means Clinton Power Corporation,

“Company Promissory Note” means the promissory note between the Vendor
and the Company, a copy of which is annexed hereto as Schedule 1.9,

“Company Shares” means all of the issued and outstanding shares in the capital
of the Company, as further described in Seetion 5.12 herein.

“Consents and Approvals” means all consents and approvals required to be
obtained in connection with the execution and delivery of this Agreement and the
completion of the transactions contemplated by this Agreement, and includes,
without limitation, resolutions of the municipal councils of the Vendor and the
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[.1.16

1.1.17

shareholders of the Purchaser, as applicable, authorizing and approving the
transactions contemplated by this Agreement.

“Direct Claim” means any claim asserted against an Indemnitor by an Indemnitee
which does not result from a Third Party Claim.

“Electricity Act” means the Electricity det (Ontario),
“Empioyce Benefits” means:

a) salaries, wages, bonuses, vacation entitlements, commissions, fees, stock
option plans, stock purchase plans, incentive plans, deferred compensation plans,
profit sharing plans and other similar benefits, ptans or arrangements;

b) insurance, health, welfare, disability, pension, retirement, travel,
hospitalization, medical, dental, legal, counseling, eye care and other similar
benefits, plans or arrangements; and

c) agreeiments  or arrangements  with any labour union or employce
association, wiitten or oral employment agreements or arrangements  and
agreements or arrangements for the relention of the services of independent
contractors, consultants or advisors.

“Employees” means all individuals employed by the Vendor and who perform
work for the Company, or ERTH and its subsidiaries, as applicable, and, for
greater certainty, includes those employees on short term disability leave, long
term disability leave, absent on authorized leave under the Workplace Safety and
Insurance Act (Ontario) or the Employment Standards Act (Ontario) or otherwise
absent.

“Encumbrances” means any pledge, lien, charge, assignment by way ol security,
security agreement, conditional sale agreement, security interest, deed of trust,
title retention agreement, mortgage, restriction, development or similar
agreement, easement, right-of-way, title defect, option or adverse claim,
certificate of pending litigation or encumbrance or any other rights of others of
any kind or character whatsoever.

“Environmental Laws™ means all Laws relating in full or in part to the protection
of the environment, and includes, without limitation, those Laws (as hereinafter
defined) relating to the storage, generation, use, handling, manufacture,
processing, transportation, treatment, presence, release, management, and disposal
of Hazardous Substances, waste, pollutants or contaminants.
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[.1.23

1.1.24

1.1.25

1.1.26
[.1.27

1.1.28

“Evic Thames Powerlines” means Erie Thames Powerlines Corporation, a
wholly-owned subsidiary of the Purchaser, which is an OEB-licensed electricity
distributor.

“ERTH" means the Purchaser and its Subsidiaries.

“ERTH Shares” means the Voting Share and the Payment Shares, collectively.
“Final Tax Returns” has the meaning ascribed thereto in Section | [.2.
“Financial Statements” means, as applicable:

(a) the audited financial statements of the Company as at December 31, 2006
consisting of a balance sheet of the Company as at December 31, 2006 and the
accompanying statements of changes in financial position, operations and retained
earnings for the 12 month period then ended, a copy of which is annexed hereto as
Schedule 1.1.22(a); or

(b} the audited consolidated financial statements of the Purchaser as at December
31, 2006 consisting of the balance sheet of the Purchaser as at December 31, 2006
and the accompanying statements of changes in financial position, operations and
retained earnings for the 12 month period then ended, a copy of which is annexed
hereto in Schedule 1.1.23(b),

“GAAD” has the meaning ascribed thereto in Section 1.3 herein.

“Goverumental Authority” means any municipal, provincial, or federal
government authority, including, without Limitation, the OEB, any governmental
department, agency, commission, board, tribunal, crown corporation, or court or
other law, rule or regulation-making entity having or purporting to have powers of
statutory enforcement, jurisdiction on behalf of Canada, or any province or other
subdivision thereof or any municipality, district or other subdivision thereof,

“Hazardous Substance” means any substance or material which is regulated by
any Governmental Authority, including petroleum and its by-products, asbestos,
PCBs and any material or substance which is defined as a “hazardous waste”,
“hazardous substance”, “hazardous material™, “restricted hazardous waste”, “toxic
waste” or “toxic substance” under any provision of Environmental Laws.

“Income Tax Act” means the lncome Tax Act (Canada).
“Indemnitec” means any Party entitled to indemnification under this Agreement,

“Indemnitor” means any Party obligated to provide indemnification under this
Agreement,



1.1.29

{.1.30

[.1.33

1.1.34

[.1.35

“Indemnity Payment” means any amount of a Loss required to be paid pursuant
to Sections 12.3 or 12.4.

“Independent Accountant” means an accounting firm of recognized national
standing in Canada, which is independent of the Parties and as agreed to by the
Parties,

“Laws” means all applicable laws, statutes, by-laws, rules, regulations, orders and
ordinances together with all binding codes, guidelines, policies, notices,
directions, directives, standards, licenses, permits, approvals, judgments,
injunctions, awards and decrees or other requirements of any Governmental
Authority and includes, without limitation, Environmental Laws,

“Legal Proceeding” means any litigation, demand, action, suit, investigation,
hearing, claim, complaint, grievance, arbitration proceeding or any other
proceedings in any form whatsoever, including without limitation, proceedings
initiated by or conducted by or before any provincial or federal court, the OEB,
the Workplace Safety and Insurance Board, the Human Rights Commission or
Tribunal, the Ontario Ministry of Labour, or any other federal, provincial,
municipal or other Governmental Authorily, department, sclf regulatory
organization, conumission, board, bureau, agency or instrumentality, domestic or
foreign, or in respect of any Employee Benefits or Pension Plan and includes any
appeal or review and any application for same.

“Licenses and Permits” means all licenses, registrations, qualifications, permils,
filings, authorizations, exemptions, consents and approvals required by the
Company and ERTH, as applicable, to carry on its respective Businesses,

“Loss” means any and all loss, liability, damage, cost, expense, charge, fine,
penalty or assessment, resulting from or arising out of any Claim, including the
costs and expenses of any Legal Proceeding, assessment, judgment, settlement or
compromise relating thereto and all interest, punitive damages, fines and penalties
and reasonable legal fees and expenses incurred in counection therewith,
including loss of profits and consequential damages.

“Material Contracts” means the contracts, agreements, instruments and other
legally binding commitments or arrangements, written or oral, entered into by the
Company or ERTH, as applicable.

“OEB” means the Ontario Energy Board.
“OEB Act” means the Ontario Energy Board Act (Ontario).

“Parties” means the Vendor and the Purchaser, and “Party” means any of them.



1.1.39

1.1.42

1.1.43
[.[.44

1.1.45

L.1.46

1.1.47

1.1.48

[.1.49
1.1.50

“Payment Shares” means 828,000 Class B shares in the capital of the Purchaser
to be issued to the Vendor on the Closing Date, the attributes of which are
annexed hereto as Schedule 1.1.39,

“PCB” means polychlorinated biphenyls.

“Peusion Plan” means as applicable to the Employees of the Company, the
Ontaric Municipal Employees Retirement System, as constituted under the
Ontaric Municipal Employees Retirement System Act (Ontario).

“Permitted Encumbrances” means those Encumbrances listed in Schedule
1.1.42,

“Purchaser” means ERTH Corporation.
“Put Option” has the meaning ascribed thereto in Section 3.1.2 herein.

“Put Option Agreement” means has the meaning ascribed thereto in Section
3.1.2 herein.

“Put Option Purchase Price” has the meaning ascribed thereto in Section 3.1.2
herein.

“Real Property” means all real properly owned by the Company or ERTH, as
applicable, and includes all plant, buildings, structures, erections, improvements,
appurtenances and fixtures situate thereon or forming part thereof.

“Required Regulatory Approvals” mean all those applications, notices, orders,
licenses, consents and approvals of and to Govermmental Authorities that will be
required to complete and give effect to the transactions contemplated in this
Agreement including, without limitation, an order by the OEB granting leave to
acquire the Company Shares under subsection 86(2) of the OEB Act.

“Service Area Map” has the meaning ascribed thereto in Section 5.39 herein.

“Sharcholder Agreement” means the unanimous sharcholder agreement to
which the shareholders’ of the Purchaser are bound, a copy of which is attached
hereto as Schedule 1.1.50.

“Storage Tanks” means above or underground tanks, the operation, maintenance,
removal and decommissioning of which tanks are regulated pursuani to applicable
Environmental Laws,



1.1.52

1.1.53

1.1.55

1.1.59

1.1.60

1.1.61

“Subsidiaries” means the Purchaser’s wholly- and partially- owned subsidiaries
on the date of this Agreement, as listed in the corporate chart of the Purchaser set
out in Schedule 1.1.52,

“Tax” or “Faxes” means all taxes including payments in lieu of taxes imposed
under section 93 of the Electricity Act, any taxes imposed pursuant to the
Corporations Tax Act (Ontario) or the Income Tax Act, any charges, fees, levies,
imposts, and other assessments, including all income, sales, use, goods and
services, value added, capital, capital gains, alternative, net worth, transfer,
profits, withholding, payroll, employer health, excise, franchise, real property and
personal property taxes, and any other taxes, customs duties, fees, assessments or
similar charges in the nature of a tax including the Canada Pension Plan and
provincial pension plan contributions, employment insurance premiuts and
workers’ compensation premiums, together with any installments with respect
thereto, and any interest, fines and penaltics imposed by any Governmental
Authority, and whether disputed or not.

“Tax Legislation” means, collectively, the Income Tax Act and all federal,
provincial, territorial, municipal, foreign, or other statutes imposing a tax,
including all trealies, conventions, rules, regulations, orders, and decrees of any
jurisdiction.

“Tax Returns” means all reports, elections, returns, and other documents
required to be filed under the provisions of any Tax Legislation and any Tax
forms required to be filed, whether in connection with a Tax Return or not, under
any provisions of any applicable Tax Legislation,

“Term Sheet” means the term sheet dated the 28" day of April, 2008 cxecuted
between the Vendor, the Company, the Purchaser and Erie Thames Powerlines.

“Third Party Claim™ means any Claim asserted against an Indemnitee that is
paid or payable to, or claimed by, any person who is not a Party.

“Transfer Tax” means the transfer tax described in subsection 94(1} of the
Electricity Act.

“Yendor” means the Corporation of the Municipality of Central Huron.

“Vendor’s Costs” means $25,000.00, which represents the transaction costs
incurred by the Vendor in connection with completing the transactions
contemplated in this Agreement.

“Vendor’s Solicitors” means Donnelly Murphy LLP,



1.1.62 “Vendor’s Valuator” means BDO Dunwoody LLP

1.1.63 “Voting Share” means one Class A share in the capital of the Purchaser, the
attributes of which are annexed hereto as Schedule 1.1.63.

1.2 Gender and Number

In this Agreement words importing a specific gender include all genders and
words importing the singular include the plural and vice versa.

[.3 Accounting Principles

Wherever in this Agreement, reference is made to generally accepted accounting
principles ("GAAP™), such reference shall be deemed to be to the generally accepted accounting
principles from time to time approved by the Canadian Institute of Chartered Accountants, or
any successor enlity, applicable as at the date on which such principles are applied.

1.4 Headings

The division of this Agreement into Articles and Sections and the use of a table of
contents and headings are for convenience of reference only and shall not affect the
interpretation of this Agreement,

-

1.5 Contra Proferentem

Fach of the Parties acknowledges that its respective legal counsel has participated
in the drafting of this Agreement and that the rule of contra proferentem shall not apply with
respect to the interpretation of this Agreement.

1.6 Knowledge

(a) Where any representation, warranty or other statement in this Agreement
is expressed to be made by the Vendor or the Purchaser to their knowledge or is otherwise
expressed to be limited in scope to matters known to the Vendor or the Purchaser, or of which
the Vendor or the Purchaser is aware, it shall mean such knowledge as is actually known to, or
which would have or should have come to the attention of the Vendor, the Company or the
Purchaser, and the directors, officers or employees of the Vendor, the Company and the
Purchaser and its Subsidiaries who have overall responsibility for knowledge of the matters
refevant to such statement and the Vendor and the Purchaser hereby confirm that they have made
appropriate inquiries of all such directors, officers and employees.

(b) Where any representation, warranty or other statement in this Agreement
is made by the Purchaser in respect to one of its partiatly-owned subsidiaries (as that term is
defined in the Business Corporations Act (Ontario)), such representation, warranty or other



statement shall, whether stated or not, be deemed to be made with the Purchaser’s knowledge in
accordance with Section 1.6(b).

1.7 Remedics Cumulative

Subject to Section 12.2, the rights, remedics, powers and privileges herein
provided to a Party are cumulative and in addition to and not exclusive of or in substitution for
any rights, remedies, powers and privileges otherwise available to that Party.

L8 Additional Rules of Interpretation

(a) Unless something in the subject matter or context is inconsistent
therewith, references herein to an Article, Section, Subscction, paragraph, clause, Schedule or
Exhibit are to the applicable article, section, subsection, paragraph, clause, Schedule or Exhibit
of this Agreement,

(bb) Wherever the words “include”, “includes®, or “including” are used in this
Agreement or in any closing document, they shall be deemed to be followed by the words
“without limitation” and the words following “include”, or “including” shall nol be considered to
set forth an exhaustive list.

(c) The words “hereof”, “herein™, “hereto”, “hereunder”, “hereby” and similar
expressions shall be construed as referring to this Agreement in its entirety and not to any
particular scetion or portion of it.

(d)  Unless otherwise specified, all dollar amounts in this Agreement,
inciuding the symbol “$”, refer to Canadian currency.

(e) Unless otherwise indicated, all references in this Agreement to any statute
include the regulations thereunder and applicable guidelines, bulletins or policies made in
connection therewith and which are legally binding, in each case as amended, re-cnacted,
consolidated or replaced from time to time and in the case of any such amendment, re-chactment,
consolidation or replacement, reference herein to a particular provision shall be read as referring
to such amended, re-enacted, consolidated or replaced provision.

(£) All references herein to any agreement (including this Agreement),
document or instrument mean such agreement, document or instrument as amended,
supplemented, modified, varied, restated or replaced from time to time in accordance with the
terms thereof and, unless specified therein, includes all schedules and exhibits attached thereto.

(g) Unless the context otherwise requires, references in this Agreement to a
“person” are to be broadly interpreted and shall include an individual (whether acting as an
executor, administrator, legal representative or otherwise), body corporate, unlimited liability
company, partnership, limited liability partnership, joint venture, trust, unincorporated



association, unincorporated syndicate, any govermmental authority and any other legal or
business entity.

(h) The term “ordinary course”, when used in relation to the conduct by the
Company or ERTH of its respective Business means any transaction which constitutes an
ordinary day-to-day business activity, conducted in a commercially reasonable and businesslike

mannet, having no unusual or special features, and, in the case of the Company and ERTH,
consistent with past practice.

(i) Unless otherwise defined herein, words or abbreviations which have well-
krown trade meanings are used hetein with those meanings.

ARTICLE 2
SCHEDULES

2.1 Schedules

The following are the Schedules annexed herclo and incorporated by reference
and deemed to be part hereof:

Schedule 1.1.9 -
Schedule 1.1.22(a)
Schedule 1.1.22(b)

Company Promissory Note
Financial Statements - Company
Financial Statements - Purchaser

Schedule 1.1.39
Schedule 1.1.42
Schedule 1.1.50
Schedutle 1.1.52
Schedule 1.1.63

Schedule 3.1.2

Schedule 5.253
Schedule 5.30
Schedule 5.31
Schedule 5.32
Schedule 5.37
Schedule 5.39
Schedule 5.40
Schedule 5.4}

Schedule 6.26
Schedule 6.27
Schedule 6.29

Payment Share Atnributes
Permitted Encumbrances
Shareholder Agreement - Purchaser
Corporate Chait - Purchaser
Voting Share Attributes

Put Option Agreement

Material Contracts - Company

Environmental Matters - Company

Employment Matters - Company

Employee Benefits - Company

Insurance - Company

Licenses, Registrations, Etc. - Company
Distribution Service Arcas and Assets - Company
Real Property - Company

Environmental Matters - Purchaser
Employment Matters - Purchaser
Collective Agreement



Schedule 10.5 . Release

Schedule 11.7 - Service Quality [ndicators
ARTICLE 3
AGREEMENT FOR PURCHASE AND SALE
3.1 Agreement for Purchase and Sale
311 Upon and subject to the terms and conditions in this Agreement, on the Closing
Date:

(a) the Vendor hereby agrees to sell, assign, and transfer to the Purchaser, and
lhe Purchaser hereby agrees to purchase, the Company Shares; and

(b)  the Purchaser hereby agrees to issue to the Vendor, and the Vendor hereby
agrees to subscribe for the issuance of, the Payment Shares.

3.1.2 The Purchaser ircevocably grants to the Vendor the sole and exclusive right and
option (the “Put Option”) to redeem, transfer and assign all (but not less than all) of the Payment
Shares to the Purchaser upon payment by the Purchaser to the Vendor of $950,000.00 (the *Put
Option Purchase Price™) pursuant to the terms of and subject to the adjustments and conditions
set forth in an agreement between the Vendor and the Purchaser in the form annexed hereto as
Schedule 3.1.2 (the “Put Option Agreement™).

3.2 Consideration for Company Shares

The aggregate consideration for the Company Shares is the Payment Shares and
the grant of the Put Option.

33 Purchase of Voting Share

On Closing, the Vendor agrees to purchase and subscribe for, and the Purchaser
agrees to issue, one Voting Share for the purchase price of One Dollar ($1.00).

ARTICLE 4
COMPANY PROMISSORY NOTEL

4.1 Redemption of the Company Promissory Note

The Company Promissory Note will be redeemed by the Vendor immediately
after the Closing Date,



ARTICLE 5
VENDOR’S REPRESENTATIONS AND WARRANTIES

Subject to the negligence and willful misconduct of the Purchaser in providing
accounting and financial assistance to the Company, the Vendor hereby represents and warranis
1o the Purchaser as follows, and acknowledges that the Purchaser is relying on such
representations and warranties in connection with the transactions herein contemplated:

5.1 Incorporation of the Vendor

The Vendor is a municipality duly incorporated and validly existing under the
laws of the Province of Ontario. No proceedings or governmental action have been instituted or
are pending that could reasonably be expected to have a material adverse effect on the ability of
the Vendor to carry out the transactions contemplated hereunder. The Vendor has the necessary
power, authority and capacity to own or lease and use its property and assets.

5.2 Due Authorization

The Vendor has all necessary Consents and Approvals, corporate power, authority
and capacily to enter into this Agreement and to carry out its obligations under this Agreement,
including, without limitation, the sale by the Vendor to the Purchaser of the Company Shares and
the purchase of and subscription by the Vendor for the ERTH Shares as contemplated hereit.
The execution and delivery of this Agreement and the consummation of the transactions
contemplated by this Agreement have been duly authorized by all necessary corporate action on
the part of the Vendor. Without limiting the generality of the foregoing, the execution and the
delivery of this Agreement and the completion of the transactions herein contemplated have been
duly and validly authorized by municipal council or board of directors, as applicable, of the
Vendor by means of a resolution or by-law passed in accordance with all applicable law and in
accordance with all necessary procedure aund pre-conditions to the adoption of such resolution or
by-taw,

5.3 Incorporation of the Company

The Company is duly incorporated, organized and subsisting under the laws of the
Province of Ontario, the Company is a corporation established pursuant to section 142 of the
Electricity Act, and no proceedings have been instituted or are pending for the dissolution of the
Company.

3.4 Qualification to do Business

The Company has all necessary corporate power, authority and capacity to own
its property and assets and to carry on ils Business as currently conducted. The Company has
made al! necessary filings under all applicable Laws, except for such filings where the failure to



file would not have a material adverse effect on the Company, and the Company does not
conduct its Business in any jurisdiction other than the Province of Ontario.

5.5 Enforceability of Obligations

This Agreement constitutes a valid and binding obligation of the Vendor
enforceable against the Vendor in accordance with its terms, subject, however, to (i) limitations
with respect to enforcement imposed by law in conpnection with bankruptcy or similar
proceedings and to the extent that equitable remedies such as specific performance and
injunction are in the discretion of the court from which they are sought; and (ii) receipt of all
Required Regulatory Approvals.

5.6 Right to Sell

The Vendor is the sole registered and beneficial owner of the Company Shares
free and clear of all Encumbrances. The Vendor has the exclusive rights to dispose of the
Company Shares as provided in this Agreement, subject to veceipt of all Required Regulatory
Approvals and Consents and Approvals, and such disposition will not violate, coniravene, breach
or offend against or result in any default under any indenture, mortgage, lease, agreement,
obligation, instrument, charter or by-law provision, statute, regulation, order, judgment, decree,
licence, permit or faw to which either the Vendor or the Company is bound or affected.

3.7 Shareholder Agreement

The Company Shares are subject to a Shareholder Directive, a copy of which has
been provided to the Purchaser.

5.8 Company Promissory Note

The Company Promissory Note represents the only indebtedness of the Company
to the Vendor. The amount of the Company Promissory Note will be the amount set out in
Schedule 1.1.9 and, pursuant to Section 4.1 herein, the Company Promissory Note will be
redeemed by the Vendor immediately after the Closing Date,

5.9 Banlkruptey

The Company has not committed an act of bankruptcy for which it has not been
discharged, the Company is not insolvent, nor has the Company proposed a compromise or
arrangement to its creditors generally, or had any petition for a receiving order in bankruptey
filed against it, or made a voluntary assignment in bankruptcy, or taken any proceeding with
respect to a compromise or arrangemnent, or taken any proceeding to have itself declared
bankrupt or wound-up, as applicable, or taken any proceeding to have a receiver appointed in
respect of any part of its respective assets, or had any encumbrancer take possession of any of its



respective property, or assets or had any execution or distress become enforceable or become
levied upon any of ils assets or property.

5,10 Tax Status

The Vendor and the Company are municipal corporations for the purposes of
subparagraph 149(1)(d.5) of the Income Tax Act.

5.11 Undisclosed Subsidiaries

The Company does not own, or have any interest in, any shares of any
corporation, subsidiary or affiliate, as such terms are defined in the Business Corporations Act
(Ontario), nor has the Company entered into any agreements of any nature to acquire any
subsidiary or to acquire or lease any other business operations and will not prior to Closing
acquire, or agree to acquire, any subsidiary or business.

5.12 Capitalization of the Company

The authorized capital of the Company consists of an unlimited number of
common shares, of which 2000 (and no more) are currently and shall be issued and outstanding
al Closing. All of the Company Shares have been duly and validly issued and arc outstanding as
fully paid and non-assessable shares and all of the Company Shares are owned by the Vendor as
the registered and beneficial owner thereof with good and marketable title thereto, free and clear
of all Encumbrances. No options, warrants, or other rights to purchase shares or other securities
of the Company, and no securities or obligations convertible into or exchangeable for shares or
other securities of the Company, have been authorized or agreed to be issued or are outstanding,

5.13 Absence of Conflicting Agreements

Neither the Vendor nor the Company is a party to, bound or affected by or subject
to any indenture, mortgage, lease, agreement, obligation, instrument, charter or by-law provision,
statute, regulation, order, judgment, decree, licence, permit or Law which would be violated,
coniravened, or breached by, or under which default would occur or an Encumbrance would be
created as a result of, the execution and delivery of this Agreement or the performance by them
of any of their obligations provided for under this Agreement.

5.14 Financial Statements

The Financial Statements have been prepared in accordance with GAAP applied
on a basis consistent with those of preceding periods, and present fairly in all material aspects:

a) all of the assets, liabilities (whether accrued, absolute, contingent or

otherwise} and the financial position of the Company as at Deecember 31,
2006 and



b) the revenues, earnings and results of operations of the Company as at
December 31, 2006.

U
P
A

Retained Earnings

The Company’s retained earnings on the Closing Date shall not be less than these set out
in the Financial Statements.

5.16  Validly Declared Dividends

All dividends, which up to the Closing Date have been declared or paid by the
Company, have been duly and validly declared and paid.

5.7 Absence of Undisclosed Liabilitics

Except as disclosed in or contemplaled by this Agreement, the Company has no
liabilities (whether accrued, absolute, contingenl or otherwise matured or unmatured) except
liabilities incurred in the ordinary course or business and altributable to the period since the date
of the Financial Statements, which are not, either individually or in the aggregate, materiatly
adverse to the Business, or to the operations, affairs, prospects or condition ({inancial or
otherwise) of the Company.

5.18 No Material Adyerse Change

Since the date of the Financial Stalements, there has been no material adverse
change in the Business, the level of retained earnings, or in the operations, affairs, prospects or
condition (financial or otherwise) of the Company, including any such change arising as a result
of a payment of dividends or return of capital to the Vendor, any change in any applicable Law,
revocation of any of the Licenses and Permits or as a result of fire, explosion, accident, casualty,
labour problem, flood, drought, riot, storm, act of God or otherwise, except for changes
oceurring in the ordinary course of business and which, either individually or in the aggregate,
have not materially adversely affected and will not materially adversely affect the Business or
the operations, affairs, prospects or condition {financial or otherwise) of the Company.

5.19 Conduct of Business in Ordinary Course

Since the date of the Financial Statements, the Business has been carried on in the
ordinary course consistent with past practice. The Business is the only business operation carried
on by the Company, and the property and assets owned or leased by the Company are sufficient
to carry on the Business.

5.20 Title to Personal Property

The Company is the sole beneficial and (where its interests are registrable) the
sole registered owner of all personal property shown or reflected on the Financial Statements,



with good and marketable title, fiee and clear of all Encumbrances and claims other than such
personal property of the Company as have been disposed of or acquired in the normal course of
business since the date of the Financial Statements other than Permitied Encumbrances.

5.21 Tax Filings

The Company has prepared and filed with all appropriate  Governmental
Authorities, all Tax Returns, declarations, remittances, information returns, reports, payments in
lieu of taxes and other documents of every nature required to be filed by or on behalf of the
Company respectively, in respect of any Taxes for all fiscal periods up to December 31, 2006,
and will continue to do so in respect of any [iscal period ending on or before the Closing Date.
All such returns, declarations, remitlances, information returns, reports, payments in lieu of taxes
and other documents are correct and complete in all material respects, and no material fact has
been omitted therefrom. No extension of time in which to file any such returns, declarations,
remittances, information returns, reports or other documents is in effect. All Taxes shown on all
such Tax Returns or on any assessments or reassessments in respect of any such returns have
been paid in full,

5,22 Taxes Paid

The Company has paid in full all Taxes required to be paid since its date of
incorporation and for periods up to December 31, 2000, and has made adequate provision in its
financial statements in accordance with GAAP for the payment of all Taxes in respect of all
fiscal periods ending on or before the Closing Date.

5,23 Reassessment of Taxes

To the Vendor's knowledge, there are no reassessments of Taxes that have been
issued or are outstanding against the Company for all taxation years prior to and including the
Closing Date. There are no outstanding issues which have been raised and communicated to the
Vendor or the Company by any Governmental Authority for any taxation year in respect of
which a Tax Return of the Company has been filed. Neither the Vendor nor the Company has
received any indication from any Governmental Authority that an assessment or reassessment of
the Company is proposed in respect of any Taxes, regardless of its merits. The Company has not
executed or filed with any Governmental Authority any agreement or waiver extending the
period for assessment, reassessment or collection of any Taxes.

3.24 Tax Data

The Vendor has provided to the Purchaser information, complete and accurate in
all material respects, relating to the Company in respect of its Tax Returns filed with the
appropriate Governmental Authorities and relating to the adjusted cost bases of noen-depreciable
capital properties and undepreciated capital cost of depreciable properties.



5.25 Material Contracts

Attached as Schedule 5.25 is a true and complete list of all Material Contracts of
the Company, each of which is in good standing and in full force and effect without amendment
thercto, and the Company is entitled to all rights and benefits thereunder. Neither the Company,
to the Vendor’s knowledge, or any counterparty thereto, is in default or breach under the terms of
any such Material Contracts, nor has the Company or the Vendor received notice or claim of a
default or breach or the occurrence of any condition entitling any party to such Material
Contracts to terminate their obligations thereunder. No consent, approval, permit or
acknowledgement is required from any party under any of the Material Contracts in connection
with the completion of the transactions contemplated hereby.

5.26 Absence of Guarantees

The Company has not given or agreed to give, or is a party to or bound by, any
guarantee or indemnity in respect of any indebtedness, or other obligations, of any Person, or any
other commitment by which the Company is, or is coutingently, responsible for such
indebledness or other obligations,

8.27 Collectability of Accounts Receivable

All accounts receivable for the Company are good and collectible at the aggregate
recorded amounts, except to the extent of any reserves provided for such accounts in the
Financial Statements or established in the normal course of business of the Company since the
date of the Financial Statements and are not subject Lo any defence, counterclaim or set off,

5.28 Business in Compliance with Laws

To the knowledge of the Vendor, the operations, business, properties and assets of
the Company have always and are now conducted, in all material respects, in compliance with ali
Laws, and neither the Vendor nor the Company has received any notice of alleged breach of any
such Laws and there are no matters under discussion with any Governmental Authority relating
to any orders, notices, remedial or corrective actions, or similar requirements where the matters
covered by any such notice or any of the matters under discussion with any Governmental
Authority could have a material adverse affect upon the Company.

5.29 Legal Proceedings

There 1s no Legal Proceeding outstanding or, to the knowledge of the Vendor,
pending or threatened against or relating to the Vendor or the Company, or the Business, Real
Property or personal property and assets which, if determined adversely to the Vendor or the
Company, would:



a) materially and adversely affect the assets property, operations, business, future
prospects or financial condition of the Company;

b) enjoin, restrict or prohibit the transfer of all or any part of the Company
Shares as contemplated by this Agreement: or

¢) prevent the Vendor or the Company from fulfilling all of its respective
obligations set out in this Agreement or the material Contracts to which it is a
party,

and the Vendor has no knowledge of any existing ground on which any such Legal Proceeding
might be commenced with any reasonable likelihood of success.

5.30 Environmental Matiers
To the knowledge of the Vendor:

a) Except as disclosed in Schedule 5.30, the Company, the operation of the
Business and the assets owned or used by the Company have been and are in compliance with all
Environmental Laws.

b) Except as disclosed in Schedule 5.30: (i) the Company has not been
charged with or convicted of any offence for non-compliance with Environmental Laws, or been
fined or otherwise sentenced or settled any prosecution short of conviction: and (i1) there are no
notices of judgment or commencement of proceedings of any nature and the Company has never
been investigated relating to any breach or atleged breach of Environmental Laws

c) Except as disclosed in Schedule 5.30, the Company is not, and there is no
basis upon which the Company could become, responsible for any clean-up or corrective action
under any Environmental Laws.

d) Except as disclosed in Schedule 5,30, none of the Real Property or
facilities currently owned or leased by the Company has been used for the disposal, storage,
processing, treatment or handling of waste of Hazardous Substances or have been designated as a

waste disposal, storage, processing, treatment or handling site pursuant to any Environmental
[Laws.

€) Schedule 5.30 lists all analysis and monitoring data for soil, groundwater
and surface water and all environmental assessments or audit reports relating to the Real
Property and facilities whether owned or leased by the Company taken, performed, prepared for
or provided to the Vendor or the Company of which the Vendor or the Company has knowledge.

f) The Company’s current PCB management program is based on good
utility practice, in accordance with applicable Environmental Laws, and the procedures and
poiicies set out in Schedule 5.30. Schedule 5.30 lists all equipment owned, leased, used by or in



the control of the Company which to the knowledge of the Vendor contains PCBs in
concentrations of greater than 50 parts-per-million. Except as disclosed in Schedule 5.30, all
equipment owned, leased, used or stored by or in the control of the Company which contains
PCBs in concentrations of greater than 50 parts per million is currently in use or stored in
accordance with applicable Laws, All equipment owned, leased or in the control of the Company
which contains PCBs in concentrations of greater than 50 parts per million and is not currently in
use is being held for disposal in a maaner which is in compliance with all applicable Laws and is
listed in Schedule 5.30. To the knowledge of the Vendor and the Company all removal, storage
and disposal of materials, liquids or equipment containing PCBs in concentrations of greater than
50 parts per mitlion by or on behaif of the Company has been completed in accordance with
applicable Laws, except as disclosed in Schedule 5.30.

g) Except as disclosed in Schedule 5.30, to the knowledge of the Vendor and
the Company, no release, discharge, emission, deposit or escape of a hazardous substance, wasle,
pollutant or contaminant to the natural environment has occurred at or from the Real Property or
facilities currently owned or leased by the Company and no Hazardous Substances are present at
the Real Property or facilities currently owned or leased by the Company, in cither case, except
in compliance with all applicable Environmental Laws.

h) Except as disclosed in Schedule 5.30, to the knowledge of the Vendor,
there are no Storage Tanks at the Real Property, whether owned or leased by the Company. The
Company does not own or lease any Storage Tanks at any other site,

3.31 Employment Matters

a) Schedule 5.31 sets forth a complete list of all Employees of the Company
and which Schedule 5.31 contains the titles and material terms of employmeal, including current
wages, salaries or hourly rate of pay of, and bonus (whether monetary or otherwise) paid
(including the date of payment) if paid or payable to each such Employee, the date upon which
such wage, salary, rate or bonus became effective, the total length of employment including any
prior employment which would affect calculation of years of service for the purposes of benefit
entitlement (including statutory notice or statutory severance pay} or pension entitlement, the
amounts owing to each Employee for accrued vacation and/or sick pay, whether such employees
are union or non-union and whether any such Employee is on any approved or statutory leave of
absence, Except as set out in Schedule 5.31, no Employee is on short-term disability leave, long-
term disability leave, extended absence leave or other authorized statutory leave or receiving
workers’ compensation.

b) Except for the employment agreement between the Company and all of its
Employees, a true copy of which is included in Schedule 5.31, there are no written contracts of
employment entered into with any Employees or any oral contracts of employment which are not
terminable on the giving of reasonable notice in accordance with all applicable Laws,



c) Except as set out in Schedule 5.31, there are no employment policies or
plans, including policies or plans regarding incentive compensation, stock options, severance pay
or other terms or conditions of employment or terms or conditions upon which Employees may
be terminated, which are binding upon the Company.

d) Except as set out in Schedule 3.31, to the knowledge of the Vendor, there
are no actual or threatened complaints or proceedings, statutory or otherwise, against the
Company pursuant to, without limitation, the Pay Equity Act, the Employment Standards Act, the
Labour Relations Act, the Human Rights Code, the Workplace Safety and Insurance Act, the
Occupational Health and Safety Act or before any other tribunal, strikes, lock-outs, work
stoppages or other union organizing activities, grievances, arbitration cases or similar labour
related disputes or proceedings. Further, to the knowledge of the Vendor, the Company is not
tiable for any damages to any Employee or former Employee, nor does the Company have any
obligation to reinstate any Employee or former Employee, whether unionized or non-unionized,
resulting from the violation of any applicable employment or labour Law or employment
agrecinent.

€) Except as set out in Schedule 5.31, to the knowledge of the Vendor, the
Company has not engaged any independent contractors to perform services for or on behalf of
the Company.

£) The Company does not have any employees except for (i) the Employees,
and (ii) temporary employees and students employed on a casual or seasonal basis, and who may
be dismissed by the Company without cause and without notice, pay in lieu of notice or any
other damages or compensation, except as required by all applicable Laws,

g) Except as set out in Schedule 5.31, the Company has no Employees that
receive retirement benefits.

5.32 Pension and Benefit Plan

a) Current copies of the Pension Plan and all Employee Benefits for the
Company have been provided to or made available to the Purchaser.

b) The Pension Plan is the only pension plan in any form whatsoever
applicable to the Company, registered or unregistered, under which the Employvees accrue
pension benefits.

c) Schedule 5.32 lists and describes cach of the benefits provided under the
Employee Benefits currently provided to the Employees and to former employees of the
Company. The Employee Benefits are, and have been, established and administered in
compliance with the terms of such Employee Bencfits and all applicable Laws. All employer



payments, contributions or premiums required to be remitted or paid in respect of each Employee
Benefit have been duly remitted.

d) There is currently no investigation, examination, proceeding, action, suit
ot claim, other than claims for benefits made by Employees in the normal course under the
Employee Benefits, pending or threatened involving any Employee Benefit,

e) Neither the execution of this Agreement nor the consummation of any of
the transactions contemplated herein will:

L result in any material payments including without limitation bonus,
golden parachute, retirement, severance, unemployment compensation,
or other benefit or enhanced benefit, becoming payable under any
Employee Benefit;

il materially increase any benefits otherwise payable under any Benefit
Plan;

iil.  entitle any Employee to any job security or similar benefit or any
enhanced benefits; or

iv.  Result in the acceleration of the time of paymen{ or vesting of any
benefits otherwise payable under any Employee Benefit, or result in
any Employee Benefit becoming terminable other than at the sole and
unfettered discretion of the Company.

5.33 Withholdings and Remittances

The Company has withheld from each payment made to any of its present or
former Employces, officers and directors, and to all persons who are non-residents of Canada for
the purposes of the Income Tax Act all amounts required by law to be withheld, and furthermore,
have remitted such withheld amounts within the prescribed periods to the appropriate
Governmental Authority. The Company has remitted all Canada Pension Plan contributions,
employment insurance and workers’ compensation premiums, employer health taxes and other
Taxes payable by it in respect of its Employees and have remitted such amounts to the proper
Governmental Authority within the time required under the applicable Law. The Company has
charged, collected and remitted on a timely basis all Taxes as required under any applicable Law
on any sale, supply or delivery whatsoever, made by the Company, as the case may be.

5.34 Non-Arm’s Length Transactions

Except for the Company Promissory Note and transactions that are purely of an
incidental nature, and other than in the normal course of the supply of energy in the form of
clectricity to officers and directors, former directors and officers or Employees of the Company,



on the standard commercial terms available to all customers of the Company, no shareholder,
director or officer, former director or officer, or Employee of the Company or any other Person
not dealing at arm’s length (as such term is defined in the Income Tax Act) with the Company
has any indebtedness, liability or obligation to the Company and the Company is not indebted or
otherwise obligated to any such Person.

5.33 Services

Except as disclosed in Schedule 5.35, there are no services provided to the
Company by the Vendor. Each of those services disclosed in Schedule 5.35 are being provided
to the Company on standard commercial terms available to all the customers of the Vendor and
may be lerminated by the Company without notice or penalty.

3.36 Intellectual Property

To the knowledge of the Vendor, the conduct of the Business does not infringe
upon the patents, service marks, trade marks, trade names, industrial designs, copyrights and
other industrial property rights, domestic or foreign, of any other person, firm or corporation.

5.37 Insurance

Schedute 5.37 lists all insurance policies maintained by the Company and the
Vendor in respect of the Company and its Business. All such policies are in full force and effect
and the Company is not in default whether as to payment of premiums or otherwise, under the
terms of such policies.

5.38 Machinery and Equipment

All machinery and equipment owned or used by the Company has been propetly
maintained and is in good working order for the purposes ol ongoing operation in the conduct of
the business of the Company, subject to ordinary wear and tear for machinery and equipment of
comparable age occurring in the normal course.

3.39 Licenses, Registrations, Efc.

a) Except as set out in Schedule 539, the Company possesses all Licenses
and Permils, certificates of approval and quotas necessary or required in order for the Company
to conduct its business as now conducted including any and all regulatory Licenses and Permits
as required under all applicable Laws, including but not hmited to, the OEB Act, the National
Energy Board Act (Canada), the Electricity Act, the Public Utilities Act (Ontario), the Municipal
Franchises Act (Ontario) and to own, lease or operate its property and assets, the absence of
which would have a material adverse affect upon the Company.

b) Schedule 5.39 lists all the Licenses and Permits referred to in Section 5.39
(a) above. All the Licenses and Permits are in full force and effect, the Company is not in



violation of any material term or provision or requirement of any such Licenses and Permits, and
no Person has provided notice in any form whatsoever to the Company of any threat to revoke,
amend or impose any condition in respect of, or commenced proceedings to revoke, amend or
impose conditions in respect of, any Licence or Permit.

5.40 Distribution Service Area and Distribution Assets

) The licensed distribution service arca of the Company is as set out in the
map (the “Service Area Map”) attached to this Agreement as Schedule 5.40,

b) Except for the feeders, lines and poles that are identified on the Service
Area Map as property belonging to Hydro One Networks Inc., the Company has the right,
ownerships and a good, marketable title to all the feeders, lines and poles identified on the
Service Area Map as the Company’s property.

c) Except as disclosed in Schedule 5,40, the Company holds the beneficial
and legal title to the assets set out in Schedules B to By-Law Number 10-2000 of the Vendor.

S.41 Real Property

a) The Company's Real Property is set out in Schedule B to By-Law Number
10-2000.

b) To the knowledge of the Vendor, except as disclosed in Schedule 5.41, the
Company has good and marketable title to all of its Real Property, free and clear of all
Encumbrances, other than Permitted Encumbrances. All such Real Property {including, without
limitation, the improvements thereon) is in material compliance with all applicable Laws and
shall not cease to comply with all applicable Laws by virtue only of the execution of this
Agreement and the transfer of the Company Shares,

c) To the knowledge of the Vendor, neither the whole nor any part of the
Real Property of the Company is subject to any existing or pending expropriation, condemnation
or other taking by any Governmental Authority or other Person that has the right to expropriate
real property, and no such expropriation, condemnation or other taking has been threatened. To
the knowledge of the Vendor, no public improvements with respect to the Real Property have
been ordered to be made by any Governmental Authority that have not been completed, assessed
and paid for prior to the date of this Agreement.

d) To the knowledge of the Vendor, there are no cxisting defaults by the
Company or, to the knowledge of the Vendor, any other party under any Permitted
Encumbrances relating to the Real Property.

€) Except as disclosed in Schedule 5.41, the Company has not received any
written work order, deficiency notice, notice of violation or other similar communication from



any Governmental Authority or board of insurance underwriters or otherwise which is
outstanding, requiring that work or repairs in connection with the Real Property of the Company,
or any part thereof, is necessary or required.,

f) Schedule D to By-Law Number 10-2000 lists all of the Real Property
leases related to the Business of the Company and, except as disclosed Schedule 5.41, all of such
leases are in full force and effect and unamended. The Real Property leases that are material to
the operations of the Company do not require the consent or approval of other parties thereto for
the completion of the transactions contemplated herein, or such approval or consent will be
obtained by the Vendor or Company (as required) prior to Closing, in each case without breach
of the terms thereof or resulting in the forfeiture or impairment of any material rights thereunder.
There are no existing material defaults by the Vendor or the Company or, to the knowledge of
the Vendor, any other party under any of such leases and no event has occurred which with ot
without notice, lapse of time or both would constitute a material default by the Vendor or the
Company or, to the knowledge of the Vendor, any other party thereto.

5.42 Fuli Disclosure

To the best of the Vendor’s knowledge, the Vendor has not withheld from the
Purchaser any facts relating to the Company which would be malerial to an intended purchaser
thereof. The Vendor has no knowledge of any facts, nor are there any facts which should
reasonably be known to the Vendor relating to the Company, not herein disclosed, which might
be reasonably expected to diminish the Purchaser’s appreciation of the worth or profitability of
the Company or which, if known by the Purchaser, might be reasonably expected to deter it from
compleling the transaction herein contemplated.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchaser hereby represents and wartrants to the Vendor as follows and
acknowledges that the Vendor is relying on such representations and warraniies in connection
with the transactions herein contemplated:

0.1 Incorporation and Organization

The Purchaser and its Subsidiaries are corporations incorporated and validly
subsisting under the laws of the Province of Ontario, the Purchaser is a corporation established
pursuant to section 142 of the Electricity Act, and no proceedings have been instituted or are
pending for the dissolution or liquidation of the Purchaser or its Subsidiaries.

6.2 Qualification to do Business

The Purchaser and its Subsidiaries have the necessary power, authority and
capacity to own or lease its property and assets and to carry on its Businesses, as now being



conducted by them, and is qualified to carry on such Businesses under the laws of each
Jurisdiction in which the nature of such Businesses as carried on by it makes such qualification
necessary,

6.3 Due Authorization

The Purchaser has the necessary corporate power, authority and capacity to enter
into this Agreement, to purchase the Company Shares from the Vendor, to issue the ERTH
Shares to the Vendor as herein contemplated, to execule and comply with the terms of the Put
Option Agreement, and to perform its other obligations hereunder. The execution and delivery of
this Agreement and the consummation of the transactions contemplated by this Agreement have
been duly authorized by all necessary corporate action of the Purchaser.

6.4 Enforceability of Obligations

This Agreement constitutes a valid and binding obligation of the Purchaser
enforceable against the Purchaser in accordance with its terms, subject, however, lo (i)
limitations with respect to enforcement imposed by law in connection with bankruptcy or similar
proceedings and lo the extent that equitable remedies such as specific performance and
injunction are in the discretion of the court from which they are sought; and (i1) receipt of all
Required Regulatory Approvals,

6.5 Right to {ssue the ERTH Shares and Exccute the Put Option Agreement

The Purchaser has the exclusive rights to issue the ERTH Shares as provided in
this Agreement and enter into the Put Option Agreement, subject to receipt of all Required
Regulatory Approvals and Consents and Approvals, and neither the issuance of the ERTH Shares
nor the execution of the Put Option Agreement will violate, contravene, breach or offend against
or result in any default under any indenture, mortgage, lease, agreement, obligation, instrument,
charter or by-law provision, statute, regulation, order, judgment, decree, licence, permit ot faw to
which the Purchaser is bound or affected.

0.6 Shareholder Agreement

The ERTH Shares are subject to a unanimous shareholder agreement, a true copy
of which is annexed hereto as Schedule 1.1.50,

6.7 Bankruptcy

Neither the Purchaser nor its Subsidiaries has committed an act of bankruptey for
which it has not been discharged, neither the Purchaser nor its Subsidiaries are insolvent, nor has
the Purchaser or its Subsidiaries proposed a compromise or arrangement to its creditors
generally, or had any petition for a receiving order in bankruptey filed against it, or made a
voluntary assignment in bankruptcy, or taken any proceeding with respect to a compromise or



arrangement, or taken any proceeding to have itseif declared bankrupt or wound-up, as
applicable, or taken any proceeding to have a receiver appointed in respect of any part of their
respective assets, or had any encumbrancer take possession of any of their respective propetty,
or assets or had any execution or distress become enforceable or become levied upon any of their
assets or property.

6.8 Tax Status

The Purchaser is a municipal corporation for the purposes of subparagraph
149(1)(d.5) of the Income Tax Act.

6.9 Subsidiaries and Affiliates

Schedule 1.1.52 lists all of the Purchaser’s subsidiaries and affiliates, as those
terms are defined in the Business Corporations Act (Ontario).

6.10 Capitalization of the Purchaser

The authorized capital of the Purchaser consists of an unlimited number of Class
A shares (the atiributes of which are attached hereto as Schedule 1.1.63) and an unlimited
number of Class B shares (the attributes of which are attached hereto as Schedule 1.1.39), of
which the following (and no more) are issued and outstanding on the date of this Agreement:

Shareholder Class A Class B
Town of Aylmer ] 3,795,165.57
Municipality of Central Elgin 1 1,805,784.35
Township of East Zorra-Tavistock ] 1,274,276.93
Town of Ingersoll l 7,617,996.37
Township of Norwich ] 1,710,213.78
Township of South-West Oxford 1 430,068.46
Township of Zorra 1 1,366,494.34

7 18,000,000

All of the authorized and issued shares in the capital of the Purchaser have been
duly and validly issued and are outstanding as fully paid and non-assessable shares.

6.11 Absence of Conflicting Agreements

The Purchaser is not a party to, botind or affected by or subject to any indenture,
morigage, lease, agreement, obligation, instrument, charter or by-law provision, statute,
regulation, order, judgment, decree, licence, permit or Law which would be violated,
contravened, or breached by, or under which default would oceur or an Encumbrance would be



created as a result of, the execution and delivery of this Agreement or the performance by it of
any of its obligations provided for under this Agreement.

6.12 Full Disclosure

To the best of the Purchaser’s knowledge, the Purchaser has not withheld from the
Vendor any facts relating to the Purchaser or its Subsidiaries which would be material to the
Vendor. The Purchaser has no knowledge of any facts, nor are there any facts which should
reasonably be known to the Purchaser relating to the Purchaser and its Subsidiaries, not herein
disclosed or disclosed to the Vendor or the Vendor's Valuator, which might be reasonably
expected to diminish the Vendor’s appreciation of the worth or profitability of the Purchaser or
its Subsidiaries or which, if known by the Vendor, might be reasonably expected to deter it from
completing the transaction herein contemplated.

6.13 Vendor's Valuator

To the best of the Purchaser’s knowledge, all of the information and
documentation provided to the Vendor’s Valuator was true, accurate and correct in every respect

and there will be no material adverse change to such information and documentation before
Closing.

6.14 Financial Statements

The Financial Statements have been prepared in accordance with GAAP applied
on a basis consistent with those of preceding periods, and present fairly in all material aspects:

{(a) all of the assets, liabilities (whether accrued, absolute, contingent or

otherwise) and the financial position of the Purchaser as at December 31,
2006; and

(b) the revenues, earnings and results of operations of the Purchaser as at
December 31, 2006,

6.15 Retained Earnings

The Purchaser’s retained earnings on the Closing Date shall not be less that those set out in
the Purchaser’s non-consolidated financial statements as at December 31, 2006,

6.16 Validly Declared Dividends

All dividends, which up to the Closing Date have been declared or paid by the
Purchaser, have been duly and validly declared and paid.

6.17 No Material Adverse Change



Since the date of the Financial Statements, there has been no material adverse
change in the Business, the leve! of retained earnings, or in the operations, affairs, prospects or
condition {financial or otherwise) of the Purchaser or its Subsidiaries, including any such change
arising as a result of a payment of dividends or return of capital to the sharcholders of the
Purchaser, any change in any applicable Law, revocation of any of the Licenses and Permits or
as a result of fire, explosion, accident, casualty, labour problem, flood, drought, riot, storm, act of
God or otherwise, except for changes occurring in the ordinary course of business and which,
cither individually or in the aggregate, have not materially adversely affected and will not
matetially adversely affect the Business or the operations, affairs, prospects or condition
(financial or otherwise) of the Purchaser or its Subsidiaries,

0.18 Tax Filings

The Purchaser and its Subsidiaries have prepared and filed with all appropriate
Governmental Authorities, all Tax Returns, declarations, remittances, information returns,
repor(s, payments in liew of taxes and other documents of every nalure required to be filed by or
on behalf of the Purchaser and its Subsidiaries respectively, in respect of any Taxes for all fiscal
periods and will continue to do so in respect of any fiscal period ending on or before the Closing
Date. All such returns, declarations, remiitances, information returns, reports, payments in lieu of
taxes and other documents are correct and complete in all material respects, and no material fact
has been omitted therefrom. No extension of time in which to file any such returns, declarations,
remittances, information returns, reports or other documents is in effect. All Taxes shown on all
such Tax Returns or on any assessments or reassessments in respect of any such returns have
been paid in full.

6.19 Taxes Paid

The Purchaser and its Subsidiaries have paid iu full all Taxes required to be paid
since their respective dates of incorporation and has made adequate provision in its financial
statements in accordance with GAAP for the payment of all Taxes in respect of all fiscal periods
ending on or before the Closing Date.

6.20 Reassessment of Taxes

There are no reassessments of Taxes that have been issued or are outsianding
against the Purchaser or its Subsidiaries for all taxation years prior to and including the Closing
Date, There are no outstanding issues which have been raised and communicated to the
Purchaser or its Subsidiaries by any Governmental Authority for any taxation year in respect of
which a Tax Return of the Purchaser has been filed. Neither the Purchaser nor its Subsidiaries
have received any indication from any Governmental Authority that an assessment or
reassessment of the Purchaser or its Subsidiaries is proposed in respect of any Taxes, regardless
of its merits. Neither the Purchaser nor its Subsidiaries have executed or filed with any



Governmental Authority any agreement or waiver extending the period for assessment,
reassessment or collection of any Taxes.

6.21 Tax Data

The Purchaser has provided to the Vendor information, complete and accurate in
all material respects, relating to the Purchaser and its Subsidiaries in respect of its Tax Returns
filed with the appropriate Governmental Authorities and relating to the adjusted cost bases of
non-depreciable capital properties and undepreciated capital cost of depreciable properties.

6.22 Vaterial Contracts

Each of the Material Contracts of the Purchaser and its Subsidiaries, each of
which is in good standing and in full force and effect, and the Purchaser and its Subsidiaries, as
applicable, is entitled to all rights and benefits thereunder. To the Purchaser’s knowledge, the
Purchaser, any Subsidiaries or any counterparty thereto are not in default or breach under the
terms of any such Material Contracts, nor has the Purchaser or its Subsidiaries received notice or
claim of a default or breach or the occurrence of any condition entitling any parly to such
Material Contracts to lerminate their obligations thereunder. No consent, approval, permit or
acknowledgement is required from any party under any of the Material Contracts in connection
with the completion of the transactions contemplated hereby.

0.23 Collectability of Accounts Receivable

All accounts receivable for the Purchaser and its Subsidiaries are good and
collectible at the aggregate recorded amounts, except to the extent of any reserves provided for
such accounts in the Financial Statements or established in the normal course of business of the
Purchaser and ifs Subsidiaries since the date of the Financial Statements and are not subject 1o
any defence, counterclaim or set off.

6.24 Business in Compliance with Laws

To the knowledge of the Purchaser, the operations, business, properties and assets
of the Purchaser and its Subsidiarics have always and are now conducted, in all material respects,
in compliance with all Laws, and the Purchaser ot its Subsidiaries have not received any notice
of alleged breach of any such Laws and there are no matters under discussion with any
Governmental Authority relating to any orders, notices, remedial or corrective actions, or similar
requirements where the matters covered by any such notice or any of the matters under
discussion with any Governmental Authority could have a material adverse affect upon the
Purchaser or its Subsidiaries.

6.25 Legal Proceedings



There is no Legal Proceeding outstanding or, to the knowledge of the Purchaser,
pending or threatened against or relating to the Purchaser or its Subsidiaries, or their businesses,
Real Property or personal property and assets which, if determined adversely to the Purchaser or
its Subsidiaries, would:

(a) materially and adversely affect the assels property, operations, business,
future prospects or financial condition of the Purchaser or its Subsidiaries;

(b)  enjoin, restrict or prohibit the issuance of all or any part of the ERTH
Shares as contemplated by this Agreement; or

{c) prevent the Purchaser or its Subsidiaries from fulfilling all of its respective
obligations set out in this Agreement or the Material Contracts to which they are a party,

and the Purchaser has no knowledge of any existing ground on which any such Legal Proceeding
might be commenced with any reasonable likelihood of success.

6.26 Environmental vlatters

(a) To the knowledge of the Purchaser, the Purchaser and its Subsidiaries, the
operation of the Businesses and the assets owned or used by the Purchaser and its Subsidiaries
have been and are in compliance with all Environmental Laws,

(b) The Purchaser and its Subsidiaries have not been charged with or
convicted of any offence for non-compliance with Environmental Laws, or been fined or
otherwise sentenced or settled any prosecution short of conviction, and there are no notices of
judgment or commencement of proceedings of any nature and the Purchaser and its Subsidiaries
have never been investigated relating to any breach or alieged breach of Environmental Laws

<) To the knowledge of the Purchaser, none of the Purchaser or any of its
Subsidiaries is, and there is no basis upon which the Purchaser or any of its Subsidiaries could
become, responsible for any clean-up or corrective action under any Environmental Laws.

(<h) Except as disclosed in Schedule 6.26, none of the Real Property or
facilities currently owned or leased by the Purchaser or its Subsidiaries has been used for the
disposal, storage, processing, trealment or handling of waste of Hazardous Substances or have
been designated as a waste disposal, storage, processing, treatment or handling site pursuant to
any Environmental Laws.

(e) Schedule 6.26 lists all analysis and monitoring data for soil, groundwater
and surface water and all environmental assessments or audit reports relating to the Real
Property and facilities whether owned or leased by the Purchaser and its Subsidiaries taken,
performed, prepaved for or provided to the Purchaser or its Subsidiaries of which the Purchaser
has knowledge.



(6 Erie Thames Powerlines’ current PCB management program is based on
good ulility practice, in accordance with applicable Environmental Laws, and the procedures and
policies set out in Schedule 6.26. Schedule 6.26 lists all equipment owned, leased, used by or in
the control of the Purchaser and its Subsidiaries which to the knowledge of the Purchaser
contains PCBs in concentrations of greater than 50 parts-per-mitlion. Except as disclosed in
Schedule 6.26, all equipment owned, leased, used or stored by or in the control of the Purchaser
and its Subsidiaries which contains PCBs in concentrations of greater than 50 parts per million is
currently in use or stored in accordance with applicable Laws. All equipment owned, leased or in
the control of the Purchaser and its Subsidiaries which contains PCBs in concentrations of
greater than 50 parts per million and is not currently in use is being held for disposal in a manner
which is in compliance with all applicable Laws and is listed in Schedule 6.26. To the knowledge
of the Purchaser, all removal, storage and disposal of materials, liquids or equipment containing
PCBs in concentrations of greater than 30 parts per million by or on behalf of the Purchaser and

its Subsidiaries has been completed in accordance with applicable Laws, except as disclosed in
Schedule 6.26.

(2) Except as disclosed in Schedule 6.26, to the knowledge of the Purchaser,
no release, discharge, emission, deposit or escape of a hazardous substance, waste, pollutant or
conlaminani to the natural environment has occurred at or from the Real Property or facilities
currently owned or leased by the Purchaser and its Subsidiaries and no Hazardous Substances are
present at the Real Property or facilities currently owned or leased by the Purchaser and its
Subsidiaries, in either case, except in compliance with all applicable Environmental Laws.

(h) Except as disclosed in Schedule 6.26, to the knowledge of the Purchaser,
there are no Storage Tanks at the Real Property, whether owned or leased by the Purchaser and

its Subsidiaries. The Purchaser and its Subsidiaries do not own or lease any Storage Tanks at any
other site.

6.27 Employment Matters

Except as set out in Schedule 6.27, to the knowledge of the Purchaser, there are
no actual or threatened complaints or proceedings, statutory or otherwise, against the Purchaser
and its Subsidiaries pursuant to, without limitation, the Pay Equity Act, the Employment
Standards Act, the Labour Relations Act, the Human Rights Code, the Workplace Safety and
Insurance Act, the Occupational Health and Safety Act or before any other tribunal, strikes, lock-
outs, work stoppages or other union organizing activities, grievances, arbitration cases or similar
labour related disputes or proceedings. Further, to the knowledge of the Purchaser, the Purchaser
and its Subsidiaries is not liable for any damages to any Employee or former Employee, nor does
the Purchaser and its Subsidiaries have any obligation to reinstate any Employee or former
Employee, whether unionized or non-unionized, resulting from the violation of any applicable
employment or labour Law or employment agreement.



6.28 Withholdings and Remittances

The Purchaser and its Subsidiaries have withheld from each payment made to any
of its present or former Employees, officers and directors, and to all persons who are noo-
residents of Canada for the purposes of the Income Tax Act all amounts required by law to be
withheld, and furthermore, have remitted such withheld amounts within the prescribed periods to
the appropriate Governmental Authority. The Purchaser and its Subsidiaries have remitted all
Canada Pension Plan contributions, employment insurance and workers’ compensation
premiuns, employer health taxes and other Taxes payable by them in respect of their respective
Employees and have remitted such amounts to the proper Governmental Authority within the
time required under the applicable Law. The Purchaser and its Subsidiaries have charged,
collected and remitted on a timely basis all Taxes as required under any applicable Law on any
sale, supply or delivery whatsoever, made by the Purchaser and its Subsidiaries, as the case may

be.
6.29 Collective Agreement

Schedule 6.29 sects forth a true copy of the only current collective agreement
applying to the Purchaser and its Subsidiaries, either directly or by operation of law, with any
trade union or association which may qualify as a trade union and any memoranda of settlement
and/or letters of understanding that may alter the terms and conditions of any such collective
agreements.

6.30 Intellectual Property

To the knowledge of the Purchaser, the conduct of the Businesses do not infringe
upon the patents, service marks, trade marks, trade names, industrial designs, copyrights and
other industrial property rights, domestic or foreign, of any other person, firm or corporation.

0.31 Insurance

The Purchaser and its Subsidiaries maintain all insurance policies that are prudent
and commercially reasonable in operating its respective Businesses and all such policies are in
full force and effect and the Purchaser or its Subsidiaries are not in default whether as to
payment of premiums or otherwise, under the terms of such policies.

6.32 Licenses, Registrations, Ete.

The Purchaser and its Subsidiaries possess all Licenses and Permits, certificates of
approval and quotas necessary or required in order for the Purchaser and its Subsidiaries to
conduct their business as now conducted including any and all regulatory Licenses and Permits
as required under all applicable Laws, including but not limited to, the OEB Act, the Narional
Energy Board Act (Canada), the Electricity Act, the Public Ulilities Act (Ontario), the Municipal
Franchises Act (Ontario) and to own, lease or operate its property and assets, the absence of



which would have a material adverse affect upon the Purchaser and its Subsidiaries. All the
[icenses and Permits are in full force and effect, the Purchaser or its Subsidiaries are not in
violation of any material term or provision or requirement of any such Licenses and Permits, and
no Person has provided notice in any form whatsoever to the Purchaser or its Subsidiaries of any
threat to revoke, amend or impose any condition in respect of, or commenced proceedings to
revoke, amend or kmpose conditions in respect of, any Licence or Permit.

6.33 Real Property

{a) The Purchaser and its Subsidiaries have good and marketable title to all of
its Real Property, free and clear of all Encumbrances, other than Permitted Encumbrances. All
such Real Property (including, without limitation, the improvements thereon) is in material
compliance with all applicable Laws,

(b)  To the knowledge of the Purchaser, neither the whole nor any part of the
Real Property of the Purchaser and its Subsidiaries is subject to any existing or pending
expropriation, condemnation or other taking by any Governmental Authority or other Person that
has the right to expropriate real property, and no such expropriation, condemnation or other
taking has been threatened. To the knowledge of the Purchaser, no public improvements with
respect to the Real Property have been ordered to be made by any Governmental Authority that
have not been completed, assessed and paid for prior to the date of this Agreement.

(c) To the knowledge of the Purchaser, there are no existing defaults by the
Purchaser, the Subsidiaries or any other party under any Encumbrances, if any, relating to the
Real Property.

(d) The Purchaser and its Subsidiaries has not received any written work
order, deficiency notice, notice of violation or other similar communication from any
Governmental Authority or board of insurance underwriters or otherwise which is outstanding,
requiring that work or repairs in connection with the Real Property of the Purchaser and its
Subsidiaries, or any part thereof, is necessary or required.

(e) All of such Real Property leases are related to the Businesses of the
Purchaser and its Subsidiaries in full force and effect and unamended. The Real Property leases
that are material to the operations of the Purchaser and its Subsidiaries do not require the consent
or approval ol other parties thereto for the completion of the transactions contemplated herein, or
such approval or consent will be obtained by the Purchaser and its Subsidiaries (as required)
prior to Closing, in each case without breach of the terms thereof or vesulting in the forfeiture or
impairment of any material rights thereunder. There are no existing material defaults by the
Purchaser and its Subsidiaries or, to the knowledge of the Purchaser, any other party under any
of such leases and no event has occurred which with or without notice, lapse of time or both
would constitute a material default by the Purchaser and its Subsidiaries or, to the knowledge of
the Purchaser, any other party thereto.



6.34 Title to Personal Property

The Purchaser and its Subsidiaries are the sole beneficial and (where its interests
are registrable) the sole registered owners of all personal property shown or reflected on the
Financial Statements, with good and marketable title, free and clear of all Encumbrances and
ciaims other than such personal property of the Purchaser and its Subsidiaries as have been
disposed of or acquired in the normal course of business since the date of the Financial
Statements.

6.35 Absence of Undisclosed Liabilities

Except as disclosed to the Vendor or the Vendor’s Solicitor or contemplated by
this Agreement, the Purchaser and its Subsidiaries have no liabilities (whether accrued, absolute,
contingent or otherwise matured or unmatured) except liabilities incurred in the ordinary course
of business and attributable to the period since the date of the Financial Statements, which are
not, either individually or in the aggregate, materially adverse to the Business, or to the
operations, affairs, prospects or condition (financial or otherwise) of the Purchaser or its
Subsidiaries.

6.36  Conduct of Business in Ordinary Course

Except as disclosed to the Vendor or the Veundor's Solicitor, since the date of the
Financial Statements, the Businesses of the Purchaser and its Subsidiaries have been carried on
in the ordinary course consistent with past practice.

ARTICLE 7
COVENANTS

7.1 Investigations and Availability of Records

(a) Between the date hereof and the Closing Date, the Vendor shall permit the
Purchaser and any other representatives or agents of the Purchaser as appointed from time to
time by the Purchaser (the “Purchaser’s Agents™) to make such investigations of the business, the
property and assets of the Company, and the legal, financial and tax condition of the Company
and its compliance with all Laws, Licenses and Permits and regulations as the Purchaser or the
Purchaser’s Agents deem necessary or desirable; provided that such investigations shall be
carried out without undue interference with the operations of the Company and Vendor shall co-
operate fully in facilitating such investigations and shall furnish copies of all such documents and
materials relating to such matters as may be reasonably required by or on behalf of the Purchaser
and the Purchaser’s Agents. Such investigations shall not, however, affect or mitigate the
representations and warranties of the Vendor contained in this Agreement or in any agreement,
certificate, affidavit, statutory declaration or other document delivered or given pursuant to this



Agreement, which representations and warranties shall continue in full force and effect for the
beunelit of the Purchaser as provided in Section 12.1.

(b)  Between the date hereof and the Closing Date, the Purchaser shall permit
the Vendor's Solicitors and any other representatives or agents of the Vendor as appointed from
fime to time by the Vendor (the “Vendor’s Agents”) to make such investigations of the business,
the property and assets of the Purchaser and its Subsidiaries, and the legal, financial and tax
condition of the Purchaser and its Subsidiaries and their compliance with all Laws, Licenses and
Permits and regulations as the Vendor, the Vendor's Solicitors or the Vendor's Agents deem
necessary or desirable; provided that such investigations shall be carried out without undue
interference with the operations of the Purchaser and its Subsidiaries, and the Purchaser shalf co-
operate fully in facilitating such investigations and shall furnish copies of ali such documents and
materials relating to such malters as may be reasonably required by or on behalf of the Vendor,
the Vendor’s Solicitors and the Vendor’'s Agents, Such investigations shall not, however, affect
or mitigate the representations and warranties of the Purchaser contained in this Agreement or in
any agreement, certificate, affidavit, statutory declaration or other document delivered or given
pursuant to this Agreement, which representations and warranties shall continue in full force and
effect for the benefit of the Vendor as provided in Section 12.1.

7.2 Conduct of Business

(a) Between the date hereof and the Closing Date, the Vendor shall cause the
Company, and the Purchaser shall cause the Purchaser and its wholly-owned Subsidiaries. and
the Purchaser shall use commercially reasonable efforts to cause its partially-owned Subsidiaries,
to:

i, carry on its respective Businesses in the ordinary course {(except as
disclosed to the other Party, as may be otherwise required or
contemplated by the provisions of this Agreement, including this
Section);

ii.  to preserve the business and the goodwill of suppliers, customers
and others having relations with the Company, the Purchaser and
its Subsidiaries, as the case may be, and to maintain in full force
and effect all intellectual and indusirial property rights owned by
and all licence agreemenls ot arangements with respect to
intellectual and industrial property rights held by the Company;
and

iii.  continue in full force and eftect the insurance coverage currently in
place and to cause the Company, the Purchaser and its
Subsidiaries, as the case may be, to give all notices and to present
all ¢laims under all insurance policies in a due and timely fashion



and to promptly advise the other Party in writing of any such
claims.

(b) Between the date hereot and the Closing Date, the Vendor shall ensure
that the Company does not (except as may be otherwise required or contemplated by the
provisions of this Agreement, including this Section), without the prior written consent of the

Purchaser:

il

i,

Vi,

vil.

take any step to dissolve, wind-up or otherwise affect its
conlinuing corporate existence or amalgamate or merge with any
Person or amend its Articles of Incorporation or by-laws:

make any loan to or investment in any Person;

become a party to or bound by or subject (0 any new debt
instrument or increase the amount of, amend or concur in the
amendment of or prepay or vary the terms of any indebtedness or
other obligation under any existing debt instrument;

declare or pay any dividend or other distribution (whether out of
capital or surplus or otherwise) on any of its outstanding securities,
i such distribution results in a violation of Section 506, or
vedeem, purchase or otherwise acquire any of its outstanding
securities other than as may be contemplated by this Agrecment;

cancel, waive or vary the terms of any debt owning to or any claim
or right of the Company;

issue any shares or other securities or make any change in the
number or class of or rights attached to any issued or unissued
shares of its capital stock or grant, issue or make any option,
warrant, subscription, couvertible security or other right or
commitment to purchase or acquire any shares of its capital stock
or other securities; or

create or permit the creation of any new Encumbrance on any of
its property or assets (except for any lien for unpaid Taxes not yet
due) or amend or concur in the amendment of any such existing
Encumbrance,

or agree or become bound to do any of the foregoing.



(c) Between the date hereof and the Closing Date, the Vendor shall cause the
Company, and the Purchaser shall cause the Purchaser and its wholly-owned Subsidiaries. and
the Purchaser shall use commercially reasonable efforts to cause its partially-owned Subsidiaries:

[.  to prepare and file in a timely manner all Tax Returns required to
be filed by it and pay all Taxes required under any applicable Law
to be paid by it and to ensure that all such Tax Returns are tre,
correct and complete in all material respects and that such Tax
Returns and all materials accompanying such Tax Returns reflect
complete and accurate disclosure;

{t. to pay within the time prescribed by any applicable Law any
required installments of Taxes;

iil.  to withhold from each payment made by it the amount of all Taxes
and other deductions required under any applicable Law to be
withheld therefrom and to pay all such amounts withheld to the
relevant faxing or other authority within the time prescribed under
any applicable Law; and

iv.  not to enter into any arrangements to provide for an extension of
time with respect to any assessment or teassessment of Tax, the
filing of any Tax Return or the payment of any Tax by it without
the prior written consent of the Purchaser,

7.3 Submission of OEB Applications

The Purchaser shali be responsible for preparing and submitting applications to
the OLB 10 oblain the Required Regulatory Approvals from the OEB. Notwithstanding the
foregoing, the Vendor and the Company shall cooperate with the Purchaser and take all

necessary steps required to assist the Purchaser in preparing and submitting the above
applications.

ARTICLE 8
PURCHASER’S CONDITIONS OF CLOSING

8.1 Conditions for the Benefit of the Purchaser

The transactions herein contemplated, including the transfer of the Company
Shares, the issuance of the ERTH Shares in accordance with the terms of this Agreement and the
execution of the Put Option Agreement, are subject lo the following conditions, each of which is
hereby declared to be for the exclusive benefit of the Purchaser. Each of such conditions is to be
fulfilled or performed at or prior to the Closing. The Vendor covenants and agrees 1o use its best



efforts to cause each of such conditions to be fulfilled and/or performed at or prior to the
Closing,.

8.1.1 Representations and Warranties

The representations and warranties of the Vendor set forth in Article S shall be
true and correct at the Closing with the same force and effect as if made at and as of such time,

8.1.2 Performance of Covenants

The Vendor shall have performed or complied with all of the terms, covenants
and conditions of this Agreement to be performed or complied with by the Vendor at or prior to
the Closing, including, without limitation, the covenants set forth in Article 7.

8.1.3 Closing Documents

The Purchaser shall be furnished with such Closing Documents of the Vendor and
the Company or of the shareholders, directors or officers of the Vendor and Company as the
Purchaser may reasonably think necessary in order to establish that the terms, covenants and
conditions contained in this Agreement have been performed or complied with by the Vendor
and the Company, as the case may be, at or ptior to the Closing and that the representations and
warranties of the Vendor herein given are true and correct at the Closing.

8.1.4 Licenses and Permits

The Company shall have received, to the Purchaser's satisfaction, acting
reasonably, all Licenses and Permits required to carry on the Business and shatl have given such
notices and made such filings as are required to be given or made under the Electricity Act, the
OEB Act, the Environmental Protection Act (Ontario), the Omtario Water Resources Act
(Ontario), and other applicable Laws to notify relevant authorilies of the change of control of the
Company contemplated hereby.

8.1.5 Consents and Approvals

The Vendor and the Company shall have received, to the Purchaser’s satisfaction,
acting reasonably, all of the Consents and Approvals and the Vendor shall have delivered to the
Purchaser reasonable evidence thereof.

8.1.6 Required Regulatory Approvals

The Required Regulatory Approvals shall have been received on termms and
conditions satisfactory to the Purchaser, acting reasonably.

8.1.7 Satisfactory Closing Arrangements



The closing arrangements described in Section 10 below have been performed in
manner satisfactory to the Purchaser, acting reasonably.

8.1.8 Satisfactory Completion of Due Diligence

The Purchaser shall have conducted due diligence necessary to satisfy itself, in its
sole and unfettered discretion, with respect to the condition and operation of the Company.

8.1.9 Legal Matters

The form and legality of all matters incidental to the transactions contemplated in
this Agreement shall be subject to the approval of the Purchaser, acting reasonably,

8.2 Non-Fulfillment of Conditions ete. for the Benefit of the Purchaser

[n the event that any condition, obligation, covenant or agreement of the Vendor
to be fulfilled or performed hereunder at or prior to the Closing, including, without limitation, the
conditions set forth in this Article 8, shall not be fuifilled and/or performed at or prior to the
Closing, the Purchaser may rescind this Agreement by notice to the Vendor and in such event the
Purchaser shall be released from all obligations hereunder and, unless the Purchaser can show
that the one or more conditions, obligations, covenants or agreements for the non-fulfillment or
non-performance of which the Purchaser has rescinded this Agreement is or are reasonably
capable of being fulfilled or performed or caused to be fulfilled or performed by the Vendor,
then the Vendor shall also be released from all obligations hereunder; provided, however, that
any of the said conditions, obligations, covenants, or agreements may be waived in whole or in
part by the Purchaser without prejudice to the Purchaser’s right of rescission in the event of the
non-fulfillment and/or noun-performance of any other condition, obligation, covenant or
agreement, any such waiver to be binding on the Purchaser only if the same is in writing.

ARTICLE 9
YENDOR’S CONDITIONS OF CLOSING

9.1 Conditions for the Benefit of the Vendor

The transactions hercin contemplated, including the transfer of the Company
Shares, the issuance of and subscription for the ERTH Shares in accordance with the terms of
this Agreement and the execution of the Put Option Agreement, are subject to the following
conditions, each of which is hereby declared to be for the exclusive benefit of the Vendor. Each
of such conditions is to be fulfilled or performed at or prior to the Closing. The Purchaser
covenants and agrees to use its best efforts to cause each of such conditions to be fulfilled and/or
performed at or prior to the Closing.

9.1.1 Representations and Warranties



The representations and warranties of the Purchaser set forth in Article 6 shall be
true and correct at the Closing with the same force and effect as if made at and as of such time.

0.1.2 Performance of Covenants

The Puirchaser shall have performed or complied with all of the terms, covenanis
and conditions of this Agreement to be performed or complied with by the Purchaser at or prior
to the Closing, including, without limitation, the covenaats set forth in Article 7.

9.13 Closing Documents

The Vendor shall be furnished with such Closing Documents of the Purchaser or
of sharcholders, directors or officers of the Purchaser as the Vendor or the Vendor’s Solicitors
may reasonably think ts necessary in order to establish that the terms, covenants and conditions
contained in this Agreement have been performed or complied with by the Purchaser, as the case
may be, ai or prior to the Closing and that the representations and warranties of the Purchaser
herein given are true and correct at the Closing.

9.1.4 Consents and Approvals

The Purchaser shall have received, to the satisfaction of the Vendor’s Solicitors,
acting reasonably, all of the Consents and Approvals, and the Purchaser shatl have delivered to
the Vendor reasonable evidence thereof.

9.1.5 Required Regulatory Approvals

The Required Regulatory Approvals shall have been received on terms and
conditions satisfactory (o the Vendor, acting reasonably.

9.1.6 Satisfactory Closing Arrangements

The closing arvangements described in Section 10 below have been performed in
manner satisfactory to the Vendor’s Solicitors, acting reasonably,

9.1.7 Satisfactory Completion of Due Diligence

The Vendor shall have conducted due diligence necessary to satisfy itself, in its
sole and unfettered discretion, with respect to the condition and operation of the Purchaser.

9.1.8 Put Option Agreement

The Put Option Agreement, in the form annexed hereto as Schedule 3.1.2, shall
have been executed by the Purchaser contemporaneously with the Closing.

9,1.9 Legal Matters



The form and legality of alt matters incidental to the transactions contemplated in
this Agreement shall be subject to the approval of the Vendor’s Solicitors, acting reasonably.

9.2 Non-Fulfillment of Conditions ete. for the Benefit of Vendor

In the event that any conditions, obligation, covenant or agreement of the
Purchaser to be fulfilled or performed hereunder at or prior to the Closing, including, without
limitation, the conditions set forth in this Article 9, shall not be fulfilled and/or perforimed at or
prior to the Closing, the Vendor may rescind this Agreement by notice to the Purchaser and in
such event the Vendor shall be released from all obligations hereunder and, unless the Vendor
can show that the one or more conditions, obligations, covenants or agreements for the non-
fulfillment or non-performance of which the Vendor has rescinded this Agreement is or are
reasonably capable of being fulfilled or performed or caused to be fulfilled or performed by the
Purchaser, then the Purchaser shall also be released from all obligations hereunder; provided,
however, that any of the said conditions, obligations, covenants or agreements may be waived in
whole or in part by the Vendor without prejudice to the Veador's right of rescission in the event
of non-fulfitlment and/or non-performance of any other condition, obligation, covenant or
agreement, any such waiver to be binding on the Vendor only if the same is in writing.

ARTICLE 10
CLOSING ARRANGEMENTS

10,1 Time and Place of Closing

The Closing shall take place on the Closing Date at a time to be mutually agreed
upon by the Vendor and Purchaser at 415 Harris Street, Ingersoll, Ontario, N3C 3K1 or at such
other time and places as may be agreed upon between the Parties.

10.2 Closing Arrangement

At the Closing and subject to the fulfillment of all the terms and condilions set
forth in this Agreement which have not been waived in writing by the Parties, respectively:

(a) Transfer of the Company Shares

The Vendor shall:

i. deliver to the Purchaser, the certificate representing the Company
Shares duly endorsed in blank for transfer or accompanied by a
stock transfer power; and

ii, take, and shall cause the Company to take, all necessary steps and
proceedings as approved by the Purchaser, acting reasonably, to
permit the Company Shares to be duly and validly transferred to
the Purchaser, to have such transfers duly and validly transferred to



the Purchaser, to have such transfers duly and validly recorded on
the books of the Company so that the Purchaser is entered on the
books of the Company as the holder of the Company Shares, and
to issue one or more share certificates to the Purchaser representing
the Company Shares.

(b) Transfer of the Payment Shares
The Purchaser shall;

i deliver to the Vendor, the certificates representing the Payment
Shares duly and regularly issued to the Vendor from the treasury of
the Putchaser; and

ii. take, and shall cause the Purchaser to take, all necessary steps and
proceedings as approved by the Vendor’s Solicitors, acting
reasonably, to permit the Payment Shares to be duly and validly
issued to the Vendor, to have such shares duly and validly issued
to the Vendor, to have the issuance of such shares duly and validly
recorded on the books of the Purchaser so that the Vendor is
entered on the books of the Purchaser as the holder of the Payment
Shares, and to issue the relevant share certificates to the Vendor
representing the Payment Shares.

{c) Transfer of the Voting Share
The Vendor shall:
i make the payment to the Purchaser as provided for in Section 3.3;

ii. execute an Accession Agreement in the form attached as Schedule
t to the Sharcholder Agreement which is required to bind the
Vendor to the Sharcholder Agreement and the terms and
conditions therein; and

lit. notify the Purchaser of its director appointee pursuant to the terms
of the Sharcholder Agreement.

The Purchaser shall:

1. deliver to the Vendor, the certificate representing the Voting Share

duly and regularly issued to the Vendor from the treasury of the
Purchaser; and



ii. take, and shall cause the Purchaser to take, all necessary steps and
proceedings as approved by the Vendor's Solicitors, acting
reasonably, to permit the Voting Share to be duly and validly
issued to the Vendor, to have such share duly and validly issued to
the Vendor, to have the issuance of such share duly and validly
recorded on the books of the Purchaser so that the Vendor is
entered on the books of the Purchaser as the holder of the Voting
Share, and (o issue the relevant share certificates to the Vendor
representing the Voting Share.

10.3 Delivery of Closing Documentation

The Parties shall deliver all documentation and other evidence reasonably
requested by the other Party in order to establish the due authorization and consummation of the
transactions contemplated in this Agreement, including the taking of all corporale proceedings
by the boards of directors and shareholders of the Vendor, the Company and the Purchaser, as
the case may be, required to effectively carry out their respective obligations pursuant to this
Agreement,

10.4 Delivery of Books and Records

The Vendor shall deliver or cause the Company to deliver to the Purchaser all the
Company’s books and records including, but not limited to, minute and record books, corporate
records and documents, corporate seals, books of account, accounting records, past financial
statements, Tax Returns, share certificate books and share records, title documents and surveys,
Licences and Permits, and registrations held by the Company, debt instruments, guarantees,
Encumbrances, agreements, contracts and commitments to which the Company is a party to or
bound by or subject to, lists of suppliers and customers and all other documents, files, records
and other data, financial or otherwise, of the Company which may be in the possession of the
Company or of the Vendor. The Purchaser agrees to provide the Vendor with copies of any such
books and records upon reasonable notice from the Vendor.

10,5 Releases

The Vendor shall cause to be executed and delivered to the Purchaser a release by
the Vendor, and by each director and officer of the Company and such other Persons as the
Purchaser may specify, each such release to be in the form annexed hereto as Schedule 10.5.

10.6 Resignations of Directors and Officers

The Vendor shall cause such directors and officers of the Company as the
Purchaser may specify to resign in favour of nominees of the Purchaser, such resignations to be
effective at the Closing unless a later time is specified by the Purchaser,



16,7 Vendor’'s Costs

The Purchaser shall pay to the Vendor the Transaction Costs by certified cheque
or bank draft or other means of immediately available funds.

ARTICLE 11
POST-CLOSING COVENANTS

11.1 Access to Books and Records

For a period of five years following the date hereof or, in the case of tax matters
referred to in Section 11.2 for the period commencing as at the date hereaf and ending on the 60"
Business Day after the last day of the applicable limitation period under any applicable law
expires which is relevant in determining any liability under this Agreement with respect to such
particular tax matter, the Purchaser shall, during veasonable business hours and upon at lcast 48
hours prior notice from the Vendor, provide the Vendor or their representatives with access to
any and all of the books and records of the Company existing as of the date hereof, or which
affect any calculations, obligations or rights of the Vendor under this Agrecment.

11.2 Final Tax Return

(a) The Vendor shall, at the Vendor's expense, prepare or cause to be
prepared the Tax Returns of the Company in vespect of Taxes for the periods ending as a
consequence of the Closing Date (collectively, the “Final Tax Returns”). The Purchaser shall
cause the Company to issue and file all such forms and notices as may be required in connection
with such Final Tax Returns. To assist the Vendor for these purpases, the Purchaser shall provide
to the Vendor and their authorized representatives such reasonable cooperation, assistance and
access to relevant books, records and personnel as my be required for timely and accurate
preparation of the Final Tax Returns. Within 60 days after preparation by the Purchaser and
approval of such returns by the Vendor’s accountant, the Vendor shall provide such returns to the
Purchaser for its review, together with any supporting documentation as may be reasonably
required by the Purchaser in respect of such review, The Purchaser shall have 30 days therealter
to review the Final Tax Returns. If the Purchaser fails to object to any item or matter in the Final
Tax Returns within such 30 days period then the Final Tax Return will be considered
determinative of the Tax liability of the Company in respect of the periods covered by the Final
Tax Returns. The Purchaser may object within such 30 day period by giving notice to the Vendor
selting out in reasonable detail the nature of such objection. The Parties agree to use their best
efforts to resolve the dispute within 15 days from the date that the Purchaser gives such notice to
the Vendor, If the Purchaser and the Vendor cannot resolve the dispute within such 15 day
period, the dispute shall be resolved in favour of the Purchaser for the purpose of enabling the
Purchaser to file such Final Tax Returns in a timely manner (as set forth in the last sentence of
this Section 11.2(a)), provided that the Final Tax Returns are prepared in accordance with all
applicable law, and provided further that, the Vendor may refer the dispute to the Independent



Accountant. The Independent Accountant shall, as promptly as practicable (but in any event
within 45 days following its appointment), make a determination in respect of the dispute
concerning the Final Tax Returns based on submissions of the Purchaser and the Vendor to the
Independent Accountant. The decision of the Independent Accountant as to the dispute
concerning the Final Tax Returns shall be final and binding upon the Parties. The Purchaser and
the Vendor shall each pay one-half of the fees and expenses of the Independent Accountant with
respect to the resolution of the dispute. Thereafter, the Purchaser shall, in a timely manner, cause
such returns to be executed and filed with the appropriate Governmental Authority and if
required, file a Notice of Objection if the Final Tax Return has already been assessed. The

Purchaser and the Vendor shall each pay one-half of any solicitor fees arising from filing a
Notice of Objection.

{(b) The Vendor shali remit to the Governmental Authority all amounts shown
as bearing a Taxes balance due on the Final Tax Return. For greater certainty, the Vendor shall
be responsible for all Taxes accrued by the Company up to and including the Closing Date.

(c) In the event of a reassessment by a Governinental Authority of the Final
Tax Returns in respect of Taxes for the periods ending on and before the Closing Date, the
Vendor has the right at its sole expense to dispute and contest in the name of the Company, such
reassessment. The payment of any reassessment by the Vendor, in respect of Taxes pursuant to
this Agreement on behalf of the Company, shall be repaid to the Vendor, if repaid by the taxing
authority, The Purchaser shall provide reasonable cooperation with the Vendor and their counsel
in all procecdings with respect to any such reassessment.

LL3 Covenants Relating to Title and Tax
The Vendor covenants and agrees that:

(a) If, at any time, any person, other than the Purchaser makes a claim that as
of or before the Closing Date: (i) it owned, or had an agreement or option to purchase, any of the
Company Shares, or (ii) the Company Shares or any portion of the Company Shares were owned
by it and not by the Vendor, then the Vendor shall take all steps and do all actions necessary to
eliminate such claim such that the intent and object of this Agreement remains fulfilled.

(b) [f, at any time, any Governmental Authority makes a Claim for payment
of a Tax liability from the Company owing or accruing up to and including the Closing Date
which was not reflected in the Closing Date Financial Statements or the Final Tax Returns for
any reason, including a misrepresentation made or fraud committed in filing a Tax Return, then
the Vendor shall take all steps and do all actions necessary to eliminate such claim, including, if
required, the payment of the Tax liability claimed by the Governmental Authority in excess of
the amount reflected in the Closing Date Financial Statements or the Final Tax Returns and any
and all fines, penalties and interest associated therewith,



11.4 Co-operation

Following the Closing Date, the Parties shall co-operate and provide all
reasonable assistance as may be reasonably requested by a Party in order to enable the Party to
file any documentation relating to the transaction contemplated herein as may be required by any
Governmental Authority.

11.5 Employees

The Purchaser acknowledges that the obligations of the Company to its
Employees will not be affected in any way by this Agreement, or by the Closing, and the
Purchaser further acknowledges that the Company will be responsible for any liability or
consequences in the event that the Company terminates any Employees or changes the terms of
employment for such Employees and, subject to the Vendor’s negligence or willful misconduct
related to the treatment of the Employees before Closing, the Company will indemnify the
Vendor and hold it harmless from such liability or consequences. The Purchaser specifically
agrees that the Employees of the Company shall be transferred such that they shall become direct
employees of either the Company or the Purchaser or one of the Purchaser’s wholly-owned
subsidiaries on or before the Closing and that such transfer shall be in compliance with the
current unton collective agreement affecting such Employees. The Vendor and the Purchaser
agree to act reasonably with respect to the transfer of the Employees of the Company.

11.6 Lease Agreement

The Company shall have the right to continue to use, on a non-exclusive basis, the
leased premises at 17 Park Lane, Clinton, Ontario as an operations cenire for servicing the
Company’s customers for a period of 2 years after Closing on the same terms and conditions as
currently are in place between the Vendor and the Company, and in accordance with paragraph 8
of the Term Sheet.

11.7 Service Quality Indicators

The Company shall use commercially reasonable efforts to ensure that, after
Closing, the Company satisfies, and continues to satisfy, the OEB’s Service Quality [ndicators as
attached al Schedule 11.7, as amended, and the Purchaser shall monitor the Company and
commit that the standards set in the OEB’s Service Quality Indicators are met.

11.8 Substation Rebuild

The Company shall fund and undertake the current planned rebuilding of the
Company’s substation,

11.9 Water and Sewer Billing



In the event that the Vendor continues to purchase water and sewer billing
services from Erie Thames Services Corporation following Closing, the Purchaser agrees that the
water and sewer accounts will be billed, and the data collected will be converted and transferred
if required, in accordance with section 9 of the Term Sheet,

ARTICLE 12
INDEMNITY AND SET-OFF

12.1 Non-Merger

The representations, warranties, covenants and other obligalions contained in this
agreement and in any Closing Document shall not merge on the Closing, and notwithstanding the

Closing or any invesligation made by any Party with respect hereto, shatl continue in full force
and cffect.

12.2 Exclusive Remedy

All claims by any Party after Closing in tespect of the representations and
warranties contained in this Agreement or in any Closing Document shall be subject to the
conditions and limitations set forth in this Article 12 and the rights of the set-off and indemnity
in this Article 12 shall be the sole and exclusive remedy of any Party in respect of such claims,

12.3 Indemnification by the Vendor

Subject to the limitations in Section 12.5 and 12.6, the Vendor shall indemnify,
defend and save harmless the Purchaser and its successors and assigns from and against any and
all Loss suffered or incurred by them, as a direct or indirect result of, or arising in connection
with or related in any manner whatever to:

(a) any breach of any representation or warranty made or given by the Vendor
in this Agreement or in any Closing Document,

(b) any fraudulent act or fraudulent omission of the Vendor with respect to
any represeniation or warranty given by the Vendor under this Agreement or in any Closing
Deocument;

{c) any representation or warranly made or given by the Vendor being
misleading, incomplete or inaccurate in any material respect.

(d) any failure by the Vendor to observe or perform any covenant or
obligation contained in this Agreement or in any Closing Document;

{e) any failure of the Vendor to transfer good and valid title to the Company
Shares to the Purchaser, free and clear of all Encumbrances except Permitted Encumbrances;



{f) alt debts or liabilities, contingent or otherwise {including liabilities for
Taxes) existing at the Closing Date, required to be but not disclosed in the Closing Date
Financial Statements;

() all contingent liabilities (including all costs, payments and charges
whatsoever relative to any litigation which the Company becomes obligated to pay), existing at
the Closing Date, to the extent required to be but not disclosed in the Closing Date Financial
Statements; and

(h) subject to Section 11.2, any assessment or re-assessment by any
Governmental Authority in respect of any Tax or Taxes (including any Taxes owing pursuant to
the Final Tax Returns) owing by the Company that relate o any period or periods ending on or
belore the Closing Date.

12.4 Indemnification by the Purchaser

Subject to the limitations in Sections 12.5 and 12.6, the Purchaser shall
indemnify, defend and save harmless the Vendor and its successors and assigns from and against
any and all Loss suffered or incurred by them, as a direct o indirect result of, or arising in
connection with or related in any manner whatever related to:

(a) any breach of any representation or warranty made or given by the
Purchaser in this Agreement or in any Closing Document;

(b)  any fraudulent act or fraudulent omission of the Purchaser with respect to
any representation or warranty given by the Purchaser under this Agreement or in any Closing
Document,

(¢} any representation or warranty made or given by the Purchaser being
misteading, incomplete or inaccurate in any material respect,

(d)  any failure by the Purchaser to observe or perform any covenant or
obligations contained in this Agreement or in any Closing Document,

(e) any failure of the Purchaser or its Subsidiarics to hold good and valid title
to Real Property and Personal Property; '

(H all debts or liabilities, contingent or otherwise (including liabilities for
Taxes) existing at the Closing Date, required 1o be but not disclosed in the Closing Date
Financial Statements;

(g) all contingent liabilities (including all costs, payments and charges
whatsoever relative to any litigation which the Purchaser or its Subsidiaries become obligated to
pay), existing at the Closing Date, to the extent required to be but not disclosed in the Closing
Date Financial Statements;



{(h) subject to Section 11.2, any assessment or re-assessment by any
Governmental Authority in respect of any Tax or Taxes (including any Taxes owing pursuant to
the Final Tax Returns) owing by the Purchaser or its Subsidiaries that relate to any period or
periods ending on or before the Closing Date;

(D) any breach of Laws by the Purchaser or its Subsidiaries occurting on or
before the Closing Date;

() any Claim or Legal Proceeding brought against the Purchaser or its
Subsidiaries for any act(s), omission(s) or state of facts that occurred on or before the Closing
Date; and

(k) any failure of the Purchaser to validly issue to the Vendor the Payment
Shares and the Voting Share.

12.5 Time Limitations

(a) Subject to Section 12.5{c), the Vendor shall have no liability to the
Purchaser for any Loss arising from any Claim described in Section 12.3 unless the Purchaser
gives notice to the Vendor specifying in reasonable detail the factual basis of the Claim on or

before the second anniversary of the Closing Date.

(b Subject to Section 12.3(c), the Purchaser shall have no liability to the
Vendor for any Loss arising from any Claim described in Section 12.4 uniess (i) the Vendor
pives notice to the Purchaser specifying in reasonable detail the factual basis of the Claim on or
before the second anniversary of the Closing Date and (i) at the time of such notice, the Put
Option Purchase Price has not been paid to the Vendor by the Purchaser.

{3 Despite the provisions of Sections 12.5(a) and 12.5(b), notice with respect
to Claims relating to (i) environmental issues related to the Company may be given on or before
the fifth anniversary of the Closing Date, (ii) environmental issues related to the Purchaser or its
Subsidiaries may be given on or before the tenth anniversary of the Closing Date if, at the time
of such notice, the Put Option Purchase Price has not been paid to the Vendor by the Purchaser,
and (iit) Tax matters may be given at any time after Closing and prior to the 60" day following
the last to expire of any time within which an assessment, reassessment or similar document may
be issued under any applicable Law.

12.6 Limitations on Amount
Notwithstanding any other provision of this Article 12;

(a) no Claim or Claims may be asserted by the Purchaser under Section 12.3
unless the aggregate amount of the Losses of the Purchaser in respect of such Claim or Claims is



at least $10,000, in which event the amount of all such Losses, including such 510,000 amount,
may be asserted;

()  no Claim or Claims may be asserted by the Vendor under Section 12.4
unless the aggregate amount of the Losses of the Vendor in respect of such Claim or Claims is at
least $10,000, in which event the amount of all such Losses, including such $10,000 amoun,
may be asserted; and

(c) the aggregate amount of Losses by the Vendor in respect of a Claim or
Claims asserted by the Vendor under Section 12.4 to be paid by the Purchaser hereunder,
excluding any out-of-pocket cxpenses (including reasonable legal fees) incurred by the Vendor
in defending such claim or claims and any losses incurred by the Vendor as a sharcholder of the
Purchaser, shall not exceed the Put Option Purchase Price.

12,7 Notice of Third Party Claim

If an Indemnitee receives notice of the commencement or assertion of any Third
Party Claim, the Indemnitee shall give the Indemnitor reasonably prompt notice thereof, but in
any event no later than 30 days after receipt of such notice of such Third Party Claim. Such
notice to the Indemnitor shall describe the Third Party Claim in reasonable detail, shall indicate,
if reasonably practicable, the estimated amount of the Loss that has been or may be sustained by
the Indemnitee, and shall include copies of any wrilten or electronic correspondence, matetial,
reports or documents.

12.8 Defence of Third Party Claims

The Indemnitor may participate in or assume the defence of any Third Party
Claim by giving notice to that effect to the Indemnitee not later than 30 days after receiving
notice of that Third Party Claim (the “Notice Period”). The Indemnitor’s right to do so shall be
subject to the rights of any insurer or other party who has potential lability in respect of that
Third Party Claim. The Indemnitor shall pay all of its own expenses of participating in or
assuming such defence. The fndemnitee shall co-operate in good faith and in the defence of each
Third Party Claim, even if the defence has been assumed by the Indemnitor and may participate
in such defence assisted by counsel of its own choice at its own expense. If an Indemnitee has
not received notice within the Notice Period that the Indemnitor has elected to assume the
defence of such Third Party Claim, the Indemnitee may, at its oplion, elect to settle or
compromise the Third Party Claim or assume such defence, assisted by counsel of its own
choosing and the Indemnitor shall be liable for all reasonable costs and expenses paid or incurred
in connection therewith and for any Loss suffered or incurred by the Indemnitee with respect to
such Third Party Claim. If the Indemnitor elects to assume the defence of a Third Party Claim
under this Section 12.8, the Indemnitor shall not have the right thereafter to contest its liability
for such claim.



12.9 Assistance for Third Party Claims

The Indemnitor and the Indemnitec will use all reasonable efforts to make
available to the Parly, which is undertaking and controlling the defence of any Third Party Claim
(the “Defending Party”),

(a) those employees and other persons whose assistance, lestimony of
presence is necessary to assist the Defending Party in evaluating and defending any Third Party
Claim; and

{b) all documents, records and other materials in the possession of such Party
reasonably required by the Defending Party for its use in defending any Third Party Claim,

and shall otherwise cooperale with the Defending Party. The Indemnitor shall be responsible for
all reasonable expenses associated with making such documents, records and materials available
and for all reasonable expenses (excluding salaries) of any employees or other persons made
available by the Indemnitee to the Indemnitor hereunder.

12.19 Settlement of Third Party Claims

If an Indemnitor elects to assume the defence of any Third Party Claim as
provided in Section 12.8, the Indemnitor shall not be liable for any legal expenses subsequently
incurred by the Indemnitee in connection with the defence of such Third Party Claim following
the receipt by the Indemnitee of notice of such assumption. However, if the Indemnitor fails to
take reasonable steps necessary to defend diligently such Third Party Claim within 30 days after
receiving notice from the Indemnitee or if the Indemnitee believes on reasonable grounds that the
Indemnitor has failed to take such steps, the [ndemnitee may, at its option, clect to assume the
defence of and to negotiate, settle or compromise the Third Party Claim assisted by counsel of its
own choosing and the Indemnitor shall also be liable for all reasonable costs and expenses paid
or incurred in connection therewith. The Indemnitor shall not, without the prior written consent
of the Indemnitee, enter into any compromise or settlement of a Third Party Claim, which would
lead 1o liability or create any other obligation, financial or otherwise, on the Indemnitee.

12,11 Direct Claims

Any Direct Claim shall be asserted by giving the {ndemnitor reasonably prompt
written notice thereof, but in any event not later than 60 days after the Indemnitee becomes
aware of such Direct Claim. The Indemnitor shall then have a period of 30 days within which to
respond in writing to such Direct Claim. If the Indemnitor does not so respond within such 30
day period, the Indemnitor shall be deemed to have rejected such Claim, and in such event the
Indemnitee shall be free to pursue such remedies as may be available to the Indemnitee.

12.12 Failure to Give Timely Notice



Except as described in Section 12.5, a failure 10 give timely notice as provided in
this Acticle 12 shall not affect the rights or obligations of any Party except and only to the extent
that, as a result of such failure, any Party which was entitled to receive such notice was deprived
of its right to recover any payment under its applicable insurance coverage or was otherwise
directly and materially damaged as a result of such failure.

12.13 Reduciions and Subrogation

If the amount of any Loss at any time subsequent to the making of an Indemnity
Payment in respect of that Loss is reduced by any recovery, settlement or otherwise under or
pursuant to any insurance coverage, or pursuant to any claim, recovery, settiement or payment by
or against any other person, the amount of such reduction (less any costs, expenses, including
Taxes, or premiums incurred in connection therewith), shall promptly be repaid by the
Indemnitee to the Indemnitor. Upon making a full Indemnity Payment, the Indernitor shall, to
the extent of such Indemnity Payment, be subrogated o all rights of the fndemnitee against any
third party that is not an Affiliate of the Indemnitee in respect of the Loss to which the Indemnity
Payment relates. Until the Indemnitee recovers full payment of its Loss, any and all claims of the
Indemnitor against any such third party on account of such Indemnity Payment shall be
postponed and subordinated in right of payment to the Indemnitee’s rights against such third
party. Without limiting the generality or effect of any provision hereof, the Indemnitee and
Indemnitor shall duly execute upon request all instruments reasonably necessary 10 evidence and
perfect such posiponement and subordination.

12.14 Tax Effect

If any Indemnity Payment received by an Indemnitee would constitute taxable
income to such Indemnitee, the [ndemnitor shall pay to the [ndemnitee at the same time and on
the same lerms, as to interest and otherwise, as the [ndemnity Payment an additional amount
sufficient to place the Indemnitee in the same after-Tax position as it would have been if the
Indemnity Payment had been received tax-free.

12.15 Payment and Interest

All Losses shall bear interest at a rate per annum equal to the Bank of Canada’s
prime rate, calculated and payable monthly, both before and after judgment, with interest on
overdue interest at the same rate, from the date that the Indemnitee disbursed funds, suftered
damages or losses or incurred a loss, liability or expense in respect of a Loss, to the date of
payment by the Indemnitor to the [ndemnitee.

12.16 Additiona! Rules and Procedures

(a) [f any Third Party Claim is of a nature such that the Indemnitee is required
by Law to make a payment to any person (a “Third Party’) with respect to such Third Party



Claim before the completion of settlement negotiations or related legal proceedings, the
Indemnitee may make such payment and the Indemnitor shall, forthwith after demand by the
[ndemnitee, reimburse the [ndemnitee for any such payment, If the amount of any liability under
the Third Party Claim in respect of which such a payment was made, as finally determined, is
less than the amount which was paid by the Indemnitor to the Indemnitee, the Indemnitee shall,
forthwith after receipt of the difference from the Third Party, pay such difference to the
Indemnitor;

(b}  The Indemnitee and the Indemnitor shall co-operate fully with each other
with respect to Third Party Claims, shall keep each other fully advised with respect thereto
(including supplying copies of relevant documentation promptly as it becomes available) and
shall each designate a senior officer who will keep himself informed about and be prepared to
discuss the Third Party Claim with his counterpart and with counsel at all reasonable times.

ARTICLE 13
GENERAL

13,1 Further Assurances

Each of the Parties agrees, that upon the written request of any other Party, it shall
do, execute, acknowledge and deliver, or cause to be done, executed, acknowledged and
delivered, all such further acts, deeds, documents, assignments, transfers, conveyances, powers
of attorney and assurances as may be reasonably necessary or desirable to effect complete
consummation of the transactions herein contemplated.

13.2 Notices

Any notice, direction or other instrument required or permitted to be given to any
Party hereunder shall be in writing and shall be sufficiently given if delivered personally, ot if
sent by registered prepaid mail, or if transmitted by facsimile or other form of electronic
communication during the transmission of which no indication of failure of receipt is
communicated to the sender:

In case of the Vendor:

The Municipality of Central Huron
23 Albert Street, P.O. Box 400
Clinton ON NOM 1L0

Attention: Richard Harding, CAQ
Facsimile:; 519-482-9183

with a copy to the Verdor's Solicitors:



Donnelly Murphy LLP
18 The Square
Goderich ON N7A 3Y7

Attention: Greg Stewart
Facsimile: 519-524-8550
In case of the Purchaser:

ERTH Corporation
200-295 Wolfe Street
London ON N5C 3K5

Attention: Mr, Jeff Pettit, President and CEQ
Facsimile: 519-433-6188

Any such notice, direction or other instrument, if delivered personally, shall be deemed to have
been given and received on the day on which it was delivered, provided that if such day is not a
Business Day then the notice, direction or other instrument shall be deemed to have been given
and received on the first Business Day next following such day; if mailed, shall be deemed to
have been given and received on the fourth day after it was mailed, in respect of mail delivered
within Canada, or on the sixth day after it was mailed, in respect of mail delivered outside of
Canada, provided that if such day is not a Business Day then the notice, direction or other
instrument shall be deemed to have been given and received on the first Business Day next
following such day; and if transmitted by fax or other form of electronic communication, shall be
deemed to have been given and received on the day of its transmission if received by 4 p.m,
EST, provided that if such day is not a Business Day or if it is transmitted or received after 4
p.m. then the nofice, direction or other instrument shall be deemed to have been given and
received on the first Business Day next following the day of such transmission,

Any Party may change its address for service from time to time by giving notice to each of the
other Parties in accordance with the foregoing provisions.

13.3 Time of the Essence
Time shall be of the essence of this Agreement.
13.4 Expenses

Except as contemplated by or disclosed in this Agreement, all costs and expenses
(including, without limitation, the fees and disbursements of legal counsel) incurred in
connection with this Agreement and the transactions herein contemplated shall be paid by the
Party incurring such costs and expenses.



13.5 Applicable Law

This Agreement shall be construed and enforced in accordance with, and the
rights of the parties shall be governed by, the laws of the Province of Ontario and the laws of
Canada applicable therein, and shall be treated, in all respects, as an Ontario contract.

13.6 Eutire Agreement

This Agreement, including the Schedules hereto, constitute the entire agreement
between the Parties with respect to the transactions herein contemplated, and supersede all prior
understandings, agreements, negotiations and discussions between the Parties with respect
thereto except as specifically provided or contemplated in this Agreement or in any agreement,
certificate, affidavit or other document delivered or given pursuant to this Agreement. There are
no representations, warranties, terms, conditions, undertakings or collateral agreements or
understandings, express or implied, between the Parties other than those expressly set forth in
this Agreement or in any such agreement, certificate, affidavit, or other document as aforesaid.
This Agreement may not be amended or modified in any respect except by written instrument
executed by each of the Parties.

13.7 Effect of Closing

Any provision of this Agreement which is capable of being performed after but
which has not been performed at the Closing, and all obligations, covenants and agreements
contained in this Agreement or in any agreement, certificate, affidavit, or other document
delivered or given pursuant to this Agreement, including, without limitation, the indemnities
herein provided for, shall remain in full force and effect notwithstanding the Closing subject to
the limitation periods contained herein,

13.8 Counterparis

This Agreement and the Schedules hereto may be executed by the Patties in
scparate counterparts; each of which when so executed and delivered shall be an original and all
such counterparts shall together constitute one and the same Agreement. This Agreement and the
Schedules hereto may be executed by facsimile signature.

13.9 Assignment

Neither this Agreement nor any rights or obligations hereunder shall be assignable
by any Party without the prior wrilten consent of all of the other Parties.

13.10 Stceessors and Assigns

This Agreement shall enure to the benefit of and be binding upon the Parties and
their respective heirs, executors, administrators, successors and penuitted assigns including any
successor by reason of the amalgamation or merger of any Party.
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13,11 Severability of Provisions

Any provision in this Agreement which is prohibited or unenforceable in any
Jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions hereof or affecting the validity or
enfouuibzllty of such provision in ¢ any other jurisdiction,

13.12 Counfidentiality and Exclusivity

The confidentiality and exclusivity provisions described in section 10 of the Term
Sheet shall continue to apply to each Party, and the terms of this Agreement shall be deemed to
be confidential information.

IN WITNESS WHEREOF the Parties have duly executed this Agreement as of the date and
year first above written.

THE CORPORATION OF THE
MUN!CIPAL[TY OF CENTRAL HURON

ver_ L7 / T

Name: ,‘Q,C A el HWJ'“\‘) /
Title: (A0

B

Nanu. Cured Y \\Am

Titte: \12‘--(.’\{(_)_,

ERTH CORPORATION

Per:

K / _L/
Namie: ( SEEEPETTI \
Title: preg (0ENT o s




