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NOTICE OF APPLICATION

TO THE RESPONDENT

A LEGAL PROCEETIMG HAS BEEN COMMEMCELD by the applicant, The claim made by the applicant appears on the following page.
THIS APPLICATION will come on for o hearing on T of . i - 20 the courthase at

IF ¥OL WISH TO QPFPOSE THIS APPLICATION, to receive notice of any step in the application or 1o be served with any documents in the
spplication, you or an Ontorio lewver ading for you must forthwith prepare o notice of appearance in Form 38A prescribed by the Rules of Civil
Provedure, serve it on the applicant’s biweyer or, where the applicant does nod have a lowyver, serve il an the applicant, and Fle i with proofl of
seryvice, in thas eourt office, and you or your Lawyer must appesr @ the hearng.

IF ¥OU WISH TO PRESENT AFFIDANIT OR OTHER DICUMENTARY EYIIENCE TO THE COURT OR TO EXAMINE OR CROSS-
EXAMINE WITHESSES OM THE APPLICATIOMN, you or wour bsyer musst, in addition to serving your notice of appesrances, serve o copy of the
evidence oo the applicant's kavwyer or, where the applicant does ot hive o lawyer, serve it on the applicant, and file it, with proof of service, in the
it idTice whene the application is to he heard as soon a5 passible, but st keast four days before the hesting,

IF YU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEM IN YOUR ABSEMCE A ITHOWLT FURTHER
MOTICE TO YOU, TF ¥YOLU WISH TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL F EGAL AID MAY BE
AVAILABLE TOYOU BY CONTACTING A LOCAL LEGAL AID OFFICE
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TO  The Attorney General of Ontario
Constitutional Law Branch
dth floor
720 Bay Street
Toronto, Ontario M3G 2K1
fax: (416) 326-4015

APPLICATION

1. This Application is being made pursuant to R.R.O. 1990, Reg. 194, r. 14.05 (3)h), O. Reg.

396/91, 5. 3.
2. The Applicant secks:

(a) pursuant to Courts of Justice Act, R.S.0. 1990, C.43, s. 97, a declaratory order that the
revenue collection mandated by the Respondent’s Distillery Retail Store Sales Contract is
a tax that is ultra vires of the Liguor Control Aet, R.5.0. 1990, ¢. L.18, the dlcohol and
CGaming Regwlation and Public Protection Act, 1996, 5.00. 1996, ¢. 26, Sched.. or the
Liguor Licence Act, R.5.0. 1990, ¢, L.19, pursuant to sections 53 and 90 of the

Constitution Act, I867; and

(b) pursuant to R.R.O. 1990, Reg. 194, r. 40.01; an injunction prohibiting the Respondent
from pursuing any collection action against the Applicant with respect to the amounts

referred to in paragraph (a).
3. The following documentary evidence will be used at the hearing of the application:

i.  Affidavit of Charles Benoit on behalf of Toronto Distillery Company Ltd.

Applicant.

Toronto Distillery Company Lid,

b July 23" 2015 90 Cawthra Ave., Unit 100
Toronto, Ont. M6N 3C7  paoe 2 of2

Tel: 416-358-5523

=
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FORM 4D
Courts of Justice Act
AFFIDAVIT

SUPERIOR COURT OF JUSTICE
TORONTO REGION

BETWEEN:
AFFIDAVIT OF

TORONTO DISTILLERY COMPANY LTD.
CHARLES BENOIT ON BEHALF OF

Applicant
- and - TORONTO DISTILLERY COMPANY LTD.
THE ALCOHOL AND GAMING ) 1 C-LT%0H b
COMMISSION OF ONTARIO, THE LIQUOR Court File Number: M_g

CONTROL BOARD OF ONTARIO and HER
MAJESTY THE QUEEN IN
RIGHT OF ONTARIO

Respondent

L, Charles Benoit, of the City of Toronto, and in the City of Toronto, and on behalf of Toronto
Distillery Company Ltd., the Applicant, AFFIRM:
1. I am the co-founder, and a director of the Toronto Distillery Company Ltd. (hereafter “the

Applicant™).

2. 1 am making this affidavit on behalf of the Applicant pursuant to R.R.0. 1990, REG. 194, R,
4.06 (5).

3. The Applicant was incorporated under the laws of the Province of Ontario on July 27", 2012,

4, The Applicant’s distillery — its sole place of business and distilling operations — is located at 90

Cawthra Avenue, Unit 100, Toronto, Ontario, Mo 3C7,
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5. The Applicant holds a federal Spirits License and Excise Warehouse License issued by Canada
Revenue Agency pursuant to Canada's Excise Act, 2001. These two federal licenses were most
recently issued on February 1%, 2015, and are valid until January 31¥, 2017. These licenses

authorize the Applicant to produce and package distilled spirits at its distillery.

6. The Applicant holds both a Manufacturer’s License (“Provincial License™) as well as a Retail
Store Authorization issued by the Aleohol and Gaming Commission of Omaro (“AGCO™)
pursuant to Ontario’s Liguor Control Act, The Provincial License and Retail Store Authorization
were most recently renewed on May 26™, 2015. The Retail Store Authorization is necessary if

Ontario distillers are to sell on-site what they distill on-site.

7. The Applicant, like all distilleries, pays a biennial fee to the AGCO for the Provincial Licenses.
Applicant most recently paid $2,520 on May 13™, 2015 to the Ontario Ministry of Finance for
the most recent renewal of the Provincial License. Applicant cannot obtain the Retail Store

Authorization without the Provincial License,
Serious Issue to be Tried

8. The Province of Ontario has both a wine and beer tax legislated in its Alcohol and Gaming
Regulation and Public Protection Act, 1996, ss. 21, 27, These taxes are paid by winery and
brewery retail stores and remitted directly to the Minister of Finance on a monthly basis.' The

tax rates are graduated, with lower rates for smaller wineries and breweries.

9. Omntanio does not have any spirits tax, despite the requirements of Sections 53 and 90 of The

Constitution Act, 1867,

! See Ontario Ministry of Finance, “Beer and Wine Tax", available at http='‘'www.fin.gov.on.ca/en'tax/bwt’ (accessed July
20th, 2015)
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10,

12.

13,

14.

13.

Despite not having a spirits tax, the Government of Ontario collects revenues from distilleries
stores that are quite a substantial tax burden for the distillery stores. This revenue is collected by
way of the AGCO requiring as part of its Retail Store Authorization that distilleries agree to
terms set by the Liquor Control Board of Ontario (“LCBO™), which the LCBO imposes by way
of a standard-issue “Distillery Retail Stores Agreement” (hereinafter the “LCBO Agreement™).
The LCBO Agreement is not a product of negotiation between the distillery and the LCBO; it is

imposed by the LCBO as a fait-accompli.
An LCBO Agreement was executed with the Applicant on May 26™, 2013.

The LCBO Agreement imposes a revenue collection system, whereby nearly half of the retail
price of every bottle sold by a distillery at its own retail store must be remitted to the LCBO for
the LOBO's mandatory price markup, and ultimately to the Government of Ontario through the
LCBO's dividend. For example, if a distillery distills, packages, and sells a bottle of gin to a
member of the public for a retail price of $26.85, it must then remit a tax of $12.44 1o the LCBO.
The $12.44 remittance the distillery must make to the LCBO does not include an additional
$3.07 in Harmonized Sales Tax and a federal excise tax of $3.50 (presuming 40% alcohol by

volume) built into the $26.85 retail price.
The LCBO Agreement is attached as an Exhibit A,
The LCBO Markup for spirits such as whisky and gin is 139.7%.

The LCBO Markup 15 designed to cover the LCB(Y's warehousing and retailing costs, while also
ensuring a profit for the Government of Ontario. The LCBO explicitly states its mandate to

generate revenue for the provinee's treasury on its “About the LCBO™ webpage: “Net income
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from LCBO sales goes to the province in the form of an annual dividend.™

Irreparable Harm

16. The Applicant’s business will be irreparably harmed if it is forced to pay the Respondent’s prima

facie unconstitutional tax.

17. The Applicant, like all distilleries in Ontario, can only make its spirits available for retail in

LCBO stores or at the distillery — with authorization from the AGCO and an LCBO Agreement.

18, The Applicant, like all distilleries in Ontario, and unlike wineries or breweries in Ontario, cannot
sell to bars and restaurants per the Retail Store Authorization, Bars and restaurants must

purchase spirits directly from the LCBO,

19. The Applicant, like all distilleries in Ontario, has only its own retail store and LCBO Retail

Stores available as retail outlets in the province.

20. The Applicant, like all distilleries in Ontario, is by no means guaranteed an LCBO listing for
their distilled spirits offerings. Without an LCBO listing. the distillery can only sell in the
provinee through its retail store. A new listing process generally takes at least half a year, and up

to an entire year,

21, The LCBO imposes the same 139.7% markup on bottles sold by distilleries at their retail stores,
minus a 13% “commission” to the distillery. The LCBO’s 139.7% spirits markup is designed to
cover the LCBOs costs of warehousing and retailing while also ensuring a profit for the
Government of Ontario. As the LCBO has ne warchousing, retail, or any functional or

operational role whatsoever in distillery retail store sales, the LCBO cams a much greater profit

* See LCBO, "About the LCBO™, avatlable ar hitp://www.lcho.com/content/Icho/en/corporate-pages/about it (accessed
July 20th, 2015}
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4.

24.

from bottles sold by distilleries as compared to bottles sold in the LCBO’s own stores.

The Applicant does not believe it can remain in business should the LCBO’s existing distillery-
retail store revenue generation practices continue. | have observed, through my capacity as an
owner-operator of the Applicant and as President of the Ontario Craft Distillers Association, that
the LCBO 15 rapidly limiting access to listings from the province's small distillers. | believe this
15 due to a concern at the LCBO that they cannot accommodate new spirits offerings from a
potential rapid growth in new distilleries in the province. [ sincerely believe that distilleries in
Omtario will increasingly have to rely on their retail stores in the coming vears, and that new
distilleries may have to rely exclusively on their retail stores until they can demonstrate an
existing customer base to the LCBO. I believe that the outcome of this litigation will play a
determining role in whether those new distilleries enjoy the freedom to work with local
agricultural inputs or whether they feel obliged to source whiskies and other spirits from the

global bulk marketplace.

The Applicant distills a unique, earthy spirit titled simply “Organic Beet Spirit” (hereinafter
“Beet Spirit") distilled from organic sugar beets, The Applicant commissioned the crop from
Zephyr Organics, an organic farm in Zephyr, Ontario, one-hour north of the city, The farm grew
6,000 kilograms of organic sugar beets, harvested in late October, 2014, so that ground frost
would increase the sugar content of the sugar beets. The sugar beets were then ground-up by
Black River Juice in Mississauga, Ont., and then kept frozen at nearby Cantrina Freezer
Warehouse Inc. pending biweekly deliveries to the Applicant. Upon receipt, the Applicant would
thaw, mash, ferment, distill, and bottled the sugar beets. This transpired from November, 2014

through April, 2014,

The Applicant submitted a new offering — J.R.’s Dryv Organic Canadian Gin (hereinafter, the
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23.

26.

27.

“Gin™) - on October 1st, 2014, to the LCBO for consideration. As of July 22", 2015, the LCBO

has not made any decision on a general listing or sending out a notice to purchase.

Due to the lengthy and limited new-listings development time, the fact that the LCBO withholds
payment until ninety days after it takes receipt of an order, and because the LCBO would likely
mis-categorize any spirit distilled from a root crop (it does not conform even closely to any
LCBO shelf category such as “vodka™ or “whisky™), and not wanting to overwhelm the LCBO as
it considered Applicant’s Gin listing, the Applicant opted to retail its Beet Spirit exclusively at its
distillery. This would allow the Applicant to demonstrate market demand for such a new offering
before attempting an LCBO general listing. The LCBO's only involvement in bringing the Beet
Spirit 10 market was its regulatory functions — a lab analysis and label approval prior to sales -

for which the Applicant paid $197,75 to the LCBO.

The Applicant sells at its own retail store a bottle of its Beet Spirit for £39.50, for which the
LCBO demands $18.14 per bottle as part of its revenue collection for the Government of

Ontario. This represents an extraordinary 45.9% of the retail price.

The Applicant has made it a central tenant of its business philosophy to only sell what it distills.
However it is clear to me that small batch, grain-to-glass distilling is fundamentally impossible
with the Respondent’s revenue collection practices. 1 am aware of other businesses in the
province that have opted to package and sell spirits they have not distilled, but rather sourced
from the global spirits marketplace. By doing so, the business can enjoy far lower overhead and
much improved margins, benefiting from large producers’ greatly enhanced economies of scale.
While a compenent of the Retail Store Authorization requires that a minimum of 50% of the
volume of spirits sold at the retail store be made by the distillery, this element of the Retail Store

Authorization is not enforced whatsoever,
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28,

Beginning May of 2015, the Applicant for the first time posted regular retail store hours to
concentrate on retailing its Beet Spirit. In that month, the Applicant realized $7,508.70 in sales
earned from selling 198 bottles at its distillery retail store. The LCBO expects a remittance of
3,917,098 for these bottles. While these amounts of largely inconsequential to the LCBO, they

are vitally significant to a small distillery.

29, Applicant has a monthly rent of $2,400, payroll of $3,080.96, and has other ongoing overhead of

30,

aghout $2,500 per month. These amounts do not include any business activities such as
purchasing necessary feedstock (grain, fruit, root vegetable, etc.) and the required $11,70 federal

excise tax the distillery must pay on each litre of alcohol distilled from those feedstocks.

The Applicant is behind on its remittances to the LCBO in the amount of $14,703.48,
representing unpaid remittances going back until January 2014, Throughout this time period. I
was in regular contact with LCBO Corporate Affairs. On January 2™, 2014, | emailed LCBO
Corporate Affairs on behalf of the Applicant to note that the LCBO had still not paid for a large
delivery the LCBO had received on October 2*, 2013 (see Exhibit B). This order was for the
Applicant's first offering, an unaged organic wheat whisky, which sold extremely well when it
was first introduced. The whisky tied for the second highest score ever assigned a white whisky
by Whisky Advocate magazine. As this was a “grain-to-glass” whisky and thus had an intensive
manufacturing process, the Applicant struggled the entire second half of 2013 and the first half
of 2014 distilling and bottling the unaged whisky to meet LCBO Purchase Orders. Admittedly,
this was a good problem to have, although the incredible margin pressure imposed by
Respondents meant that the Applicant was not profitable despite selling to the LCBO everything
it distilled. Because the entire inventory was earmarked for the LOCBO, there was never any

inventory available to justify the overhead in opening a retail store,
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31.In 2014, I worked with the LCBO for a new program that would at least allow distilleries to
deliver cases directly to the Queens Quay LCBO at 2 Cooper St., Toronto (next to the LCBO
warehouse at 43 Freeland St., Toronto) for bars and restaurants to pick up. Previously, a private
order of even one case had to go through the LCBO warehousing system and took an average
four to six weeks. However, making use of the privilege proved to be éxtraordinarily convoluted.
Applicant first successfully delivered an order of four cases to the Queens Quay LCBO on
September 20™, 2014, with accompanying required invoice, however Applicant did not receive
payment for the invoice until April 25™ 2015. I e-mailed LCBO Corporate Affairs on October
30™, 2014 expressing our disappointment at the barriers LCBO Accounts Payable was imposing
before rﬁaking payment on the invoice. This was eventually rectified and now payments are

timelier, but still require cumbersome L.CBO spreadsheets and mailings via the postal system.

32.On béhalf of the Applicant I hosted LCBO Corporate Affairs employees at the distillery for their
Holiday party on December 12%, 2014, with a guided tasting and tour. This was one of those rare
occasions up until this point where we made use of our Retail Store Authorization. As of
December, 2014, Applicant had unpaid remittances due to the LCBO of $452.72 (reflecting the |
handful of sales that year, as the retail store had not opened). The unpaid Queens Quay LCBO

invoice was for $443.86;

33. Around this time a tax lawyer friend suggested that the LCBO Agreement may be inconsistent
with Sections 53 and 90 of the Constitution Act, 1867. 1 began studying Supreme Court of

Canada holdings of those constitutional provisions and became likewise convinced.

34. On January 28", 2015, I had a meeting with Ed Clark and his staff at the Premier’s Advisory
Council on Government Assets. Mr. Clark was already well aware and expressed shared

frustration that the LCBO Markup for “spirits” had no underlying division representing a portion
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33.

3.

37,

38.

needed to cover operational costs, and a portion earmarked as revenue for the province. | urged
Mr. Clark to suggest to the Premier to introduce a spirits tax bill in the provincial legislature, and

that this spirits tax be graduated similar to the province’s wine and beer tax.

On Thursday, May 14™, 2015, I met with Nicholas Daub, Senior Policy Advisor to the Minister
of Finance, at 7 Queen’s Park Crescent. During this meeting, I reiterated the call for a new spirits

tax, and raised the constitutionality concerns regarding the LCBO Agreement.

On May 28", 2015, 1 received an email from Patricia Zhang from the LCBO’s Corporate
Accounting department stating the following: “We have not received your payment for a few
months. Please advise if you have any distillery sales recently and if yes, please send us the

reports and payment by month.” See Exhibit C,

On May 29", 2015, | received a voicemail from Cortney Oliver at LCBO Corporate Affairs, with
whom [ have always had a productive working relationship. Ms. Oliver informed me that the
LCBO had decided o begin auditing distilleries for the first time. Ms. Oliver said she suggested
to the LCBO Audit department that Applicant be the first to be audited, as Applicant prides itself
on its transparency, and as | have always worked closely with regulators regarding the state of
craft distilling in Ontario. Ms. Oliver went so far as to suggest that being selected first should be
viewed “as an honour™, T concurred and said thank you, welcoming this new development as it
would hopefully lead to enforcement of the on-site production rule, and promised that the Audit

department would have full and complete access to our records and production site, despite our

lack of payment remittances.

I sent a response letter to the LCBO on behalf of the Applicant on June 1%, 2015 (herein after
“June 1" Letter™), outlining the case that the remittances were unconstitutional as they had no

basis in legislation, and expressing a desire to talk further, The June 1% letter is attached as
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Exhibit D.

39. On June 8%, 2015, I obtained from LCBO Corporate Affairs the email address of LCBO in-house

counsel, Penny Wyger, Senior Vice President, General Counsel and Corporate Secretary, Legal
Services at the LCBO. I emailed Ms. Wyger on June g™ 2015 expressing a desire to hear her

view as to the merits of our June 1* Letter.

" 40. On June 9™, 2015, I was contacted by telephone by Jason Hackbush, Audit Project Manager at

41.

the LCBO to schedule the audit. Mr. Hackbush said he looked forward to working together as
this would be the LCBO’s first-ever distillery audit. I raised again our lack of remittances, but 4
assured Mr. Hackbush that all records would be available. Mr. Hackbush offered that it was not
the role of the Audit departments to enforce compliance, only to simply indicate compliance or
non-compliance in various areas. Our conversation was quite amicable, Mr. Hackbqsh suggested
the morning of June 19™ 2015, for the audit, and I said that was quite fine and that I looked
forward to meeting him. Mr. Hackbush followed up to me by e-mail on June 11", 2015,

confirming the particulars of the audit for 10:00am, June 19% 2015.

At 12:04pm on June 18™ 2015, the day Before the scheduled audit, I was disappointed to receive
an e-mail from Mr. Hackbush stating that “Due to unforeseen circumstances, the audit of your

distillery will need to be rescheduled to a later date.”

42. After still receiving no responses from the LCBO regarding the June 1% Letter, I followed up on

June 19™, 2015, to both LCBO Corporate Affairs and Ms. Wyger stating that if the LCBO would
not respond, we would feel obliged to seek judicial review of the LCBO Agreement. I then
received an e-mail from Ms. Wyger, promising a response to the June 1** letter by June 26™,

2015, and thanking me for my “anticipated paﬁence”.
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43, On June E:’i'!'_. 2015, 1 received a letter from the LCBO (see Exhibit E) ignoring the request for a

dialog, and insisting on full payment within one month's time or our Retail Store Authorization

would be revoked.

44. T see no viable future for small batch grain-to-glass distilling in a system that demands a king’s
ransom percentage from every bottle a distillery distills, bottles, markets, and retails itsell while
simultaneously making obtaining distribution extraordinarily difficult with punishingly tight

margins for small distilleries.

45. The Applicant simply does not have the funds available to pay the LCBO. Without immediate
relief, the Respondents have indicated that our Retail Store Authorization will be withdrawn,
thus denying the Applicant the ability to retail its Gin and Beet Spirit. After investing heavily in
developing its Beet Spirit over the winter while anticipating a general listing for the Gin by the
summer, Applicant cannot stay solvent while relying on its retail store and satistying

Respondent’s extraordinary monetary demands.

Balance of Convenience

46, On its face, it is hard to conceive of a balance of convenience so wildly disproportionate between
Applicant and Respondents. While injunctive relief pending judicial review means life or death
for Applicant’s business, and Applicant’s employee’s job, it will have no impact whatsoever on

Respondents™ operations.

47. The Applicant is a very smail business, employing just one individual full time, who was the
Applicant’s first intern placed through George Brown college. The rest of the efforts come from
the volunteer support of Applicant’s directors and friends and family. The Applicant has never

paid a dividend, and the owners have never drawn a salary or income of any kind.
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48. The Applicant began operations with a $15,000 loan from Canada Youth Business Foundation
and a $30,000 loan from Business Development Canada with an interest rate that fluctuates

around 10% (the BDC Floating Base Rate + 5.65%).

49, All the amounts that are of great concern to the Applicant are utterly insignificant to
Respondents pending judicial review of the LCBO Agreement’s constitutionality under Sections

53 and 90 of the Constirurion Aei, 1867,

50. On behalf of the Applicant, | have alwavs endeavored to have a productive and ongoing
relationship with Respondents. | was an active member in the AGCO’s Modernization Project,
and have had regular discussions with LCBO Corporate Affairs since beginning the distillery.
Unfortunately, given that Respondents are units of the Government of Ontario, settlement has

proved elusive absent political direction from the very top.

Affirmed before me in the City of Toronto,
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THIS AGREEMENT made in triplicate as of the 17th day of May, 2013,

BETWEEN:

e

S

| B

F28¢ “!
EXHIBIT A & ﬁé 1
DISTILLERY RETAIL STORE SALES AGREEMENT 5 3 E
z B
e

Tmmlag Amwio
"CyEUC) 0 108

‘aplony jo kg e e

e e s A
—
P s

LIQUOR CONTROL BOARD OF ONTARIO,
i corporation continued under the Liguor Control Acr {I::Inln.rm]l
(hereinafter referred to as the “LCBO™)

- and -

TORONTO DISTILLERY COMPANY LIMITED
{hereinafter referred to as the *Operator®)

WHEREAS the Operator is a8 manufacturer of spirits and (i) has been licensed by the Alechol and
Gaming Commission of Ontario (the “AGCO™) to sell spirits to the LCBO pursuant to 5. 22 of the Ligucr
Licence Acf (the “Manufacturer’s Licence™) and (ii) has applied to the AGCO for suthorization to sell its
spirits to the public in a store owned and operated by the Operator pursuant to 55.3(1)(e) and 3(2)a) of the
Liguar Cortrol Aet (the *AGCO Aunthorization™);

AND WHEREAS it 15 a condition of the AGCO Authorization that all products made available for
sale through the Operator's retail store must have been purchased by the LCBO from the Operator prior to
being brought into the Operator's retail store,

NOW THEREFORE in consideration of the mutual covenants, agreements and conditions contained
herein, the parties covenant and agree as follows:

1. DEFINITIONS

Wherever used in this agreement, the following capitalized terms have the meaning set forth below:

1.1

T

S

1.4,

1.5

1.6,

“Basic Hetail Price” means, in respect of a Product, the Retail Price for such Product
exclusive of Taxes, container deposit and, where applicable, the Special Oceasion Permit Levy;

“Commencement Date™ means the date on which the AGCO Authorization becomes
effective;

“LCBO Purchase Price™ means, in respect of a Product, the price at which such Product is

sold by the Operator to the LCBO hereunder, such price to be agreed upon from time to time
by the Operator and the LCBO:;

“Operator’s Warehouse™ means an excise bonded warehouse operated by the Operator and

regulated by the Canada Revenue Agency at which Products are stared prior to their sale 10 the
LCBO hereunder;

“Produet” means a beverage alcohol product that is authorized for sale in the Retail Store
under the AGCO Authorization;

“Retail Price™ means, in respect of a Product, the price determined by the LCBO at which
such Product is to be sold 1o the public in the Retail Store, including Taxes, container deposit
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1.7.

1.8,

1.5,

TERM

1.

a1,

32,

33,

14,

e 1

and, where applicable, the Special Occasion Permit Levy, Where a Product is also available
for sale to the public n an LCBO-gperated government store, the Retail Price is the same as the
price of such product in an LCBO-operated government store;

“Retail Store"” means the retail store authorized by the AGCO Authorization to be operated by
the Cperator for the retail sale of Prodects to the public,

“Specinl Occasion Permit Levy™ means the fee payable by the holder of a special occasion
permit upon the issuance of a purchase permit pursoant to the regulations made under the
Liguor Contral Act,

“Taxes™ means Harmonized Sales Tax and all other applicable sales taxes,

It is a condition of this agreement that the Operator obtain the AGCO Authorization within
ninety (90) days after the date set out et the beginning of this agreement. Notwithstanding the
date zet out at the beginning of this agreement, this agreement shall oot come into effect unless
and until such time as the AGCO issues the AGCO Authorization o the Operator; provided
furiher, that this agreement shoall not come into effect if the AGCO does not issue the AGCO
Authorization te the Operator within ninety (50) days after the date set out at the beginning of
this agreement. If the Operator is issued an AGCO Awthorization within ninety (90) days after
the date set out at the beginning of this agreement, then this agrezment takes effect on the date
that the AGCO Authorization becomes effective and continues in force for the same period of
time as the AGCO Authorization remains in effect, unless this agreement is terminated earlier
in accordance with the provisions of this agreement,

« SALE AND TRANSFER OF PRODUCTS

The LCBO may issue (o the Operator one or more standing purchase orders for Produets in the
form attached hereto as Schedule “A", as such form may be revised from time to time by the
LCBO. On receipt of such purchase order, the Operator shall, after complying with the
provisions hereof, transfer the affected Products from the Operator's Warehouse 1o the Retail

Store in such quantities as are required fo ensure a reasonable inventory of such Products at the
Retail Store.

Prior to the transfer of Products to the Retail Store, the Operator shall take all steps necessary
lo comply with ell applicable requirements of the Canada Revenue Agency in respect of
removal of the Preduets from bond, including payment of all applicable duties and the filing of
all necessary retums. The Operater shall ensure that all Products ransferred to the Retail Store
and sold to the LCBO hereunder are duty-paid.

The Operator shall ensure that all Products transferred 1o the Retail Store and sold to the LCBO
hereunder comply with all applicable product standerds and labelling requirements.  The
Operator shall comply with any product testing requirements reasonably imposed by the LCBO
in respect of such Products.

O transfer of the Products to the Retail Store, the title to such Products shall thereupon vest in
the LCBO. The Operator shall submit invoices to the LCBO for the LCBO Purchase Price in
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respect of such Products monthly. The Operator shall submit an invoice for each calendar
month in respect of transfers made during such calendar month, by no later than the tenth
{ 10th) business day of the following month. However, payment by the LCBO of such LCBO
Purchase Price shall not be due until resale of the Products to the public in the Retail Store in
accordance with the terms hereof (including disbursement of the proceeds of such resale), and
any inveice rendered by the Operator shall reflect this fact,

Following the fransfer of the Products to the Retail Store and the vesting of title thereto in the
LCBO, the Operator shall accept such Products as consignee and shall hold such Produets for
sale to the public in the Retail Store. The Operator shall not 2ell Products 1o a person who holds a
licence to sell liquor under the Liguor Licemce Aer (Ontario) other than (i) the holder of a special
occasion permit, or (i) itself, if the Operator holds a license to sell liquor under the Liguor Licence
Aet {Ontario). The Operator shall complete sales to the public only at the Retail Price of the
Product, and only as consignes on the LCBO s behalf,

DMSEURSEMENT OF FROCEEDS OF RETAIL SALE

4.1,

4.2,

4.3,

4.4,

The Operator shali collect, on the LCBO's behalf, the procesds of each sale of Product from
the Retail Store, The Operator is responsible for collecting the full Retail Price upon each sale
of Product from the Retail Store. The Operator is solely responsible for any deficiency if the
full Retail Price is not received. All proceeds collected on the LCBO®s behalf are the property
of the LCBO. The Operator shall hold such proceeds in trust for the LCBO wntil they are
remitled (o the LCBO or otherwise in accordance with this agreement.

Amounts collected in respect of such sales as taxes shall be collected by the Operator as
required by applicable law and strictly within the times required by such law,

Subject 1o the provisions of Section 4.4, all amounts collected in respect of such sales
(including amounts collected in respect of Taxes, container deposit and Special Occasion
Permit Levies) shall be remitted by the Operator 1o the LCBO. The Operator shall make such
remittances:

{a) by cheque payable to the LCBO and delivered to the attention of the Senior Viee
President, Finance and Administration, of the LCBO;

() monthly, by no later than the tenth {10th) business day of each month in respect of retail
sales occurring during the preceding calendar month; and

(e} accompanied by a sales summary report in respect of retail sales oceurring during the

preceding calendar month in a form, and with content, acceptable to the LCBO and
certified by a senior ofticer of the Operator.

The Operator may deduct from each remittance referred 1o in Section 4.3:

{a) the amount of the LCBO Purchase Price applicable to the Products for which sales
proceeds are being remitted, plus the Taxes on such amount; and

(b} the fees payable pursuant to Section 5.1 in respect of the sales for which sales proceeds
are being remifted, plus the Taxes on such fees.
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The Operator may pay such amounts to itself upon payment of the balance of the remittance to
the LCBECL

Amounts due 1o the LCBO hereunder but not paid as aforesaid (i) may be set off against any
amounts owing by the LCBO 1o the Operator hereunder or against any other amounts due by
the LCBO to the Operator for any reason whatsoever and (i) shall bear interest at a rate of 2%
per menth compounded monthly (26.8% per annum). For greater cortainty but without limiting
the foregoing, the amounts that bear interest hereunder include amounts due to the LCBO but
not disclosed on the appropriate sales summary report and which are later discovered, on a
subsequent audit or otherwise, to be due and unpaid.

« REMUNERATION OF OPERATOR; PAYMENT FOR FRODUCT

In censideration of the Operator’s actions as consignee, the LCBO agrees to pay to the
Operator & fea equal to thirteen per cent (13%6) of the Basic Retail Price of Products sold in the
Retail Store on the LCBO's behalf, Such fee shall be paid in accordance with Section 4.4,

The Operator's invoices in respect of the sale of Products by the Operator 1o the LCBO under
the purchase orders referred to in section 3.1 hereof become payable by the LCBO after, but
only afler, the LCBO has received the remittance and sales summaries in respect of the retail
sile of such Products reguired by secton 4.3 hereof,

The LCBO has no liability to pay the fees provided for in section 5.1 or the Purchase Price in
respect of any Product where the LCBO is not in receipt of all remittances and sales summaries
due in respect of the sale of such Product in the Retail Store.

The percentage rate used in calculating the fee referred to in section 5.1 hereol may be adjusted
by the LCBO on ten (10) days prior written notice to the Operatar,

RECORDS RELATING TO CONSIGNMENT OF PRODUCT; AUDITS

a.1.

The Operator shall maintain current records at the Retail Store (or, with the prior written
consent of the LCBO, at another location in Ontarin), during the term of this agreement and for
o period of three (3) years thereafter, relating 1o

(@) the transfers of all Products to the Retail Store, including particulars of the Products
incloding (but not limited to) name, CSPC number, size, selling units and LCBO
Purchase Frice;

(b} documentation filed by the Operator with the Canada Revenue Apency with respeet to
Products transferred to the Retail Store and evidence of payment of applicable federal
duties and taxes by the Operator. The Operator shall provide, at the request of the
LCBO, consents or other documents required by the Canada Revene Agency to allow
the LCBO to request information from that agency in respect of such Produces:

(c)  the dates of sale or other removal of Products from the Retail Store 1ogether with sales
receipts or other evidence of the receipt of the proceeds of sale;

(d) particulars regarding Products lost, stolen, damaged or destroyed after transfer to the
Retail Store; and
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6.5.

(e} other records relating to the consignment sales provided for herein required from time to
time by the LCBO, acting reasonably.

The LCBO, or its authorized representatives, may inspect or copy any of the records or
documents described herein and shall be afforded free access to the Retail Store, or other
location as applicable, by the Operator for such purpose at all reasonable times.

Upon the LCBO's request, the Operator shall submit a statement, certified by a senior officer
of the Operator, calculating the total amounts payable to the LCBO under Article 4 hereof in
respect of any specified period of time,

The Operator shall take inventory of all Products in the Retail Store not less frequently than
once every six months and additionally at any time requested by the LCBO, acting reasonably.
Records of all such inventories taken shall be made available for inspection and copying by the
LCBO at its request.

In the event of loss, theft, damage or destruction of Product in the Retail Store, the Operator
shall immediately notify the LCBO and provide details thereof, and shall not remove or disturb
any evidence in relation thereto without affording the LCBO or its representalives a reasonable
opportunity to inspect the same.

The Operator shall cooperate fully with the LCBO and its representatives in the conduct of any
mspection or audit required or permitted hereunder. I such inspection or awdit discloses a
material understatement of amounts owing to the LCBO hereunder, the LCBO shall advise the
OCrperator in writing as soon as practicable. If such Inspection or audit is necessitated by the
failure of the Operator to furnish reports or records required hereunder, the Operator shall
promptly, on the LCBO's written demand, reimburse the LCBO for the costs of such
inspection or audit incloding (but without limitation) the reasonable charges to the LCBO of
outside auditors or accountants it may have engaged for the purpose and the travel expenses,
including reasonable room and board, of any LCBO employees involved,

T. INSURANCE

=l

The Operator shall, ot its sole cost and expense, obtain and maintain in full force and effect at
all times throughout the term of this agreement, insurance coverage in a form and with limits
and insurers satisfactory to the LCBO, including policies of comprehensive general liability
insurance, and property damage insurance insuring the Operator, its servants, its apents,
contractors and persons for whom the Operator is in law responsible, for all amounts it may
become obliged 1o pay as damages by reason of bodily injury to any person (including death),
or damage to or destruction of any property with coverage for any one occurrence or claim of
not less than Five Million Dollars ($5,000,000.00) provided, however, thar the minimum
amount of coverage shall be reduced 10 Two Million Dollars (32,000,000.00) in the following
CIFCUMSLRNCES:

{a)  during the initial twelve-month period beginning on the Commencement Date;

{(b) during any subsequent twelve-month period beginning upon an anniversary of the
Commencement Date, if the total gross sales {exclusive of applicable Taxes) of Products
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from the Retail Store during the immediately preceding twelve-month period was less
then Fifty Thousand Dollars {$50,000.00).

The general liability insurance will include coverage for products and completed operations,
liquor law liability, blanket contractual liability, employers or contingent employers liability
and non-owned mutomobile lability.

The msurance required pursuant to section 7.1 must:

(a} include the LCBO as an additional numed insured but only in respect of and during the
term of the obligations of the Operator under this agreement;

(b} contain a cross-liability and severability of interest clause in respect of the
comprehensive general liability insurance;

{c) include a provision requiring the insurer to give at least thirty (30) days prior written
notice to the LCBO in the event that the policy of insurance is to be adversely changed or
cancelled; and

{d}  provide that the LCBO will be insured notwithstanding any act, emission, negligence or
mizrepresentation of the Operator which might otherwise result in the svoidance of a
claim made by the LCBO under the policies, and that the policies will not be affected or
invalidated by any act, cmission or negligence of any third party which is not within the
knowledge or control of the Operator and the LCBO or either of them.

The Operator shall arrange for the completion and submission to the LCBO of certificates of
such insurance within thirty (30) days of the date of the Operator’s execution of this agreement,
and thereafter immediately following every renewal of such insurance policies. The Operator
shall fumnish the LCBO with a copy of the policies of such insurance upon request by the
LCBO.

8 EVENTS OF DEFAULT, SUSPENSION AND TERMINATION

The LCBO may, at its option, suspend or terminate this agreement by written notice to the
Crperator on the cccurrence of any of the following events (each termed herein an “Event of
Drefault™}):

{a} the Operator fails, neglects or refuses to observe any provision of this agreement or is
otherwise in breach of this agreement, provided that if, in the LCBOs sole opinion,
acting reasonably, such failure, neglect, refusal or breach is reasonably capable of cure,
such termination shall become effective only If the fallure, neglect, refusal or breach of
which notice has been given by the LOBO is not cured to the LCBOYs satisfaction within
a reasonable cure period nol, in any event, to exceed ten (10} days after notice of the
initial failure, neglect, refusal or breach by the Operator is given; or

(b)  the Manufacturer's Licence or the AGCO Authorization is terminated or suspended by
the AGCO for any reason




8.2

8.3

B.4.

8.5,

i

In addition to the foregoing, this agréement shall sutomatically ferminate without any
requirement of notice to the Operater where the Operator winds ep, liquidates, ceases to carry
on business in the ordinary course or to exist or where:

fa) the Operator makes an assignment for the general benefit of creditors, or any proceeding
is commenced by or against the Operator under any laws relating to reorganization,
winding up, bankruptey, insolvency or protection from creditors,

{b) @& trustee (including a trustee in bankruptey), receiver or receiver and manager is
appointed in respect of the Operator or any property of the Crperator, ar

(c) any material part of the Operator’s property is subject to attachmenl, seizure,
sequestration, distress or judicial or extrajudicial proceedings in respect of the exercise of
any similar rights,

In addition to the foregoing, this agreement may be terminated by the LCBO in order to
comply with any formal published pelicy of the Govemment of Ontario or of any government
ministry or agency concerning the manufacture, storage, keeping, sale or delivery of spirits, or
with any legislation, judgment, order or ruling of any kind affecting the LCBO, and such
termination will be effective upon giving thirty (30) days written notice thereof to the Operator
or such shorter period of notice as may be required in the circumstances, provided that the
LCBO will provide as much notice as practicable if it is not practicable to provide such thiry
(30} days" notice,

Notwithstanding termination of this agreement for any reason, the following provisions of this
agreement survive any such termination; sections 4.2, 4.3, 4.4, 5.3 and article 6.

If the LCBO suspends this agreement, the Operator shall not sell Products in the Retail Store
on behalf of the LCBO during the period of such suspension (which period may be indefinite),
The LCBO may impose such conditions in respect of the reinstatement of this agreement
following such suspension as it deems necessary and the Operator shall comply with them.
The LCBO may, by written notice, modify or remove such conditions thereafler ot any time
when it is satisfied that the cauwse for such conditions no longer exists,

GENERAL

a.l.

Notice. Any notice required or permitted to be given under this agresment shall be in writing
and shall be forwarded to the respective party at the addresses designated as follows or at such
revised address as such party may, from time 1o fime, designate by notice in writing in the
prescribed manner:

To the Opserator:

TORONTO DISTILLERY COMPANY LIMITED
90 Cawthra Ave., Unit 100

Toronto, OM

MaM 3C7

Altn; Charles Benoil
Fax No: nfa
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To the LCBO:

55 Lake Shore Blvd. East

Toronto, ON  MSE 1A4

At Senior Vice President and General Counsel
Fax No.: A1 6-B64-2504

Metice may be given by any of the methods prescribed as follows:

{i) by delivery, which will be effective at the time of sctual delivery;

{ii} by facsimile transmission, which will be effective on the business day next
following the day on which the notice is transmitted and the transmitting party
obiains a confirmation of successful fransmizsion; or

{iii}) by registered mail, which will be effective on the thind business duy following the
deposit of o properly addressed form of notice in the mail, provided, however, that
in the event of actual or reasenably anticipated disruption of regular postal service,
notice shall not be given by mail.

For the purposes of this section, & “business day™ is a day on which the head office of the
LCBO s open for the ordinary transaction of business.

Time of Essence. Time 15 of the essence of this agreement.

Mumber and Gender; Headinga, Where required by the comext, references to the masculine
gender shall be read as feminine and vice versa and references to the singular shall be read as
plural and vice versa, Headings are inserted in this agreement for convenience only and do not
form part of this agreement, and shall not be used as an aid in the iderpretation of this
agreement or any part thereof.

Entire Agreement. This agreement constitutes the entire understanding between the parties
with respect to the subject-matter hereof and supersedes any and all prior agreements,
negotintions, proposals and representations, oral or written, with reapect to such subject-matter,

Amendments. Amendments to this agreement are not effective unless expressed in writing
and signed on behalf of each of the parties hereto,

Governing Law. This agreement is exclusively governed by, and shall be construed in
accordance with, the jaws of the Province of Ontario including the federal laws of Canada
applicable thersin.

Severability. Any provision of this agreement that is held to be contrary to or rendered
unénforceable by the law held to be applicable thereto is deemed to be modified to the extent
necessary to comply with such law without affecting the remaining provisions of this

agresment,

Waiver. Mo waiver of any breach of any provision of this agreement is effective unless
expressed in writing and signed by the party granting such waiver, Unless otherwise expressly
provided therein, the extent of any waiver granted is restricted to the specific breach waived
and does not extend to any further occumence of such breach,
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0.9, No Assignment. Meither this agréeement nor any right thereunder (including, without
limitation, any right 1o payment) may be assigned by the Operator. No soch purported
assignment by the Operator is binding on the LCBO.

210, Complinnce with LCBO and AGCO Directives. The Operator shall abide by all rules,
directives, guidelines, and policy statements issued by the LCBO or by the AGCO from time to
time with respect to the sale on behalf of the LCBO of Products in the Retail Store.

IN WITNESS WHEREOF the parties have signed this agreement as of the day and year first above
mentioned.

TORONTO DISTILLERY COMPANY LIMITED

py: il [

Mame: (HERLES RoWo1x
Title: Brrgckor
1 have authority to bind the corporation.

LIQUOR CONTROL BOARD OF ONTARIOD

B 7 {:ff?_’ff;;f"j "

Mame: M. Robert Peter
Title:  President & Chief Executive Officer

LA Authorimtions\Cistilleries\Toronio Distilery Compeny' RS Sales Agrecment {May 15, 20131 doc
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RS Toronts Distillery Company Lid, Mail - Payman time?
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Payment time?

Charles Benolt <chades@torontodistilleny. cax

EXHIBIT B

Charles Benolt =charlesifitorontodistillery.ca>

Thu, Jan 2, 2014 at 10:26 AM

To: "Loadman, lan” <ian, loadmani@lcbo.com:=, "Oliver, Cortney” =corney . oliveri@lcbo com=

Cc: Jesse Razagpur =jesse@torontodistillery.ca=

Hi lan, Cortney,
Hope you bath had a restful holiday with continuous electricity. Things are going well here, am excited for 2014.

This s just an FYI, but it seems to us that accounts payable isn't delivering by the LCBO's purchasing terms,
Qur PO set payment for 80 days upon receipt, and our PO (attached) says that receipt was Oct, 2nd (it left our
distillery on B26),

As such, we expected deposit on the 315t at the latest. When that didn't happen, | Inquired to accounts payable
and they said the direct deposit would happean on Jan. Gth, We'd planned quite carsfully around the 80 day term,
and our rent comes out on the 1st {and many other outlays the first week of the month), so this is a problem for
us. It's also a tax headache as we counted on that income for 2013,

Incidentally, the LCBO' PO T&C document says that payment is 30 days unless otherwise specified, so 80
days was already a blow in the first placa. Any insight on this disparity would be appreciated.

Bast,

Charlas

Charies Benoil

Toronto Distll=ry Co.

B Cawifira Ave,. Lind 100
Tommo, DN MEN 35T

T: 4165608525
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TEVHNAE Taronke Distilkey Company Lid, Mail - Distillery Sales Fepori o LCBC

G M a i I EXH I B IT C Charles Benoit <charles@@torontodistiliery.ca>

by L

Distillery Sales Report to LCBO

Zhang, Patricia <patricia zhang@icbo.com= Thu, May 28, 2015 at 241 PM
Ta: "chares @torontodistillery.ca” <chafes @torontodistillery. ca>

Hi Charles,

Wi have not received your payment for a few months, Please advise if you have any distillery sales recently
and if yes, please send us the reports and payment by month.

Thank you, mmm
ko in the effidavit of =

Patricia Zhang . o

Financial Analyst, Corporate Accounting, LCBO wom before me fhis % 1€

1 Yange Street, 13th Floor, Toronto, Ontarlo MSE 1E5 220yl el 7

T: 416-365-5798 E: patricia.zhang@lcho.com .

—
' EEEW , BiC.
www. lcho.com U'..“HEE;'“:% ?443 of Toranic,
] 1 I'Jn ¥ =
wiww. vintages. com E.;f:n;n“: eovamment of Dntaric,

ooducts ety ol e ptomay Gunersd.
Please discover and serve our pr s,

Disclaimer:
CONFIDENTIALITY MNOTICE:

This message is directed in confidence solely to the person named above. The information
in this message, and any attachment, may be proprietary, confidential, privileged and
exempt from disclosure under applicable law. If the reader of this message is not the
intended recipient, you are hereby notified that any use, distribution, copying or
disclosure is prohibited. If you have received this message in error, please notify us
immediately by telephone (at ocur expense) ar by e-mail and delete this message, without
making a copy. Thank you for your cocperation., Version francaise,

Avertissement
Avis relatif & la confidentialiteé @

Le présent message est destiné exclusivement & la personne dent le nom figure ci-dessus.
L*information qu’il contient peut étre privée, confidentielle, privilégiée et exempte de
divulgation aux termes des lois applicables. 5i vous n'&tes pas le destinataire wisé par
ce message, veuillez noter que 1’utilisation, la distribution, la reproduction ou la
divulgation de ce message est interdite. 5i vous avez recu le présent mMESSage par erreur,
veulllez nous en aviser imsédiatement par téléphone (& nos frais) ou par courriel et

hittpes .t il poogle.comimailiu = 28i= TSMeaTBodEA s plEgq= pafricia znang M-alcno comBae=ruelasar o quarylmsg= 1400b045TedaBoabReimi= 1400 112



EXHIBIT D
TGR(}NT“ Toronto Distillery Co,

90 Cawthra Ave., Unit 100

DISTILLERY C“ Toronta, ON MEN 3C7

LIMITED T: (416) 558-5523

June 3™, 2015
Fatricia Zhang
Financial Analyst, Corporate Accounting, LOBO
1 ¥Yonge 5treet, 13th Floor, Toronto, Ontario MSE 1ES

Re: Distillery Retail Store Sales Reports
Dear Ms, Zhang,

It is the view of Torento Distillery Company Lid. [“TDC") that the revenue collection imposed by the
Distillery Retail Store Sales Agreement constitutes a tax ultrg wires of the Liguor Control Act (Ontariao)
and any authority that legistation grants the Minister, The Constitution Act, 1867, 5. 53, requires that
“Bills for appropriating any Part of the Public Revenue, or for imposing any Tax or Impost, shall originate
in the Houwse", While Ontario does have wine and beer taxes that originated in the legislature by way of
the Alcohol and Gaming Regulotion and Public Protection Act, 1956, 55, 21, 27, Ontario does not have
any spirits tax properly legislated in accordance with Section 53 of The Constitution Act, 1867,

We urge the LCBD to consider the framework established by the Supreme Court of Canada in 620
Connought Lid v, Conada (Attormey General) [2008] 5CC 7, which sets out an analytical test to distinguish
a tax that must originate by legislation from a regulatory charge that may be done by regulation. As the
revenue colected by the LCBO from distilleries has no connection to the cost of maintaining the
regulatory framework for distilleries, it clearly represents a tax and not a fee or levy. We have expressed
this view point directhy to LCBEO staff, staff to the Ontario Minister of Finance, as well as to those on the
Premier's Advisory Council on Government Asseks. We also urge you to consider Kingstreet Investment
Ltd, v. New Brunswick [2007] 1 5.C.R. 3, which provides that, subject to limitation pericds and remedial
legislation, the Crown is required to return money to the person from whom it was improperly collected.

We are happy to discuss this issue further.

h Lincerely,
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LCBO

lan Loadman
Acting Directar
Cadparale AMaars

1 loadmand@lcbo cam
A16-B64-G385 kel
A16-BE4-2431 fax

55 Lake Shore Bhed, East
Taronto, QON, MSE 144
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EXHIBIT E

Charies Banoit

Director, Toronto Distillery Co, Ltd.
o0 Cawthra Avenue, Unit 100
Toronta, Ontario

MEN 3CT

Dear M‘gﬁeﬂﬁfﬂ Wﬂ')f S

As we discussed last weel, Ontario distillers operating a Retail Store at their
manufacturing facility make sales of spirits products on behalf of the LCBO and
distillers receive a commission on sales.

When your company entered into its Distillery Retail Store Agreament with tha
LCBO vou agreed to comply with all of its requirements. As detalled in Section
4.3 your company is required to report all beverage alcohol retall sales from tha
preceding manth to the LCEQ no iater than the 10" business day of each month
along with payment. The last report and payment your company submitted to
LCBO Corporate Accounting was for sales made for the fourth quarter of

2013, Quarterly reporting and paymaeant is not in compliance with tha
requirements of the agreement. That your company has not submitted sales
reports and payment for 2014 to the present is a serious breach of
requirements.

As you are aware under the AGCO's Terms and Conditions for an on-site distillery
retail store distiliers must enter into an agreement with the LCBO and must be
in compliance with all requirements set out in the agreement. Breaching any
provision of the agreement with the LCBD can result in suspension or revocation
of AGCO authorization to operate an on-gite distillery retail store.

Within two weeks from the date of this letter Toronto Distillery Co. Ltd. must
provide LCBO Corporate Accounting with all outstanding sales

reports. Outstanding payment must be made within one month from the date of
this letter.

Thank you for vour prompt attention and action to return 1o compliance with
your company's agreement with the LCBO and the terms and conditions of
AGCO's authorization of your on-site stare,

Yours sincerely,

Wﬁm G

lan Loadman m“ﬂﬂmw_ru: e ia |
Acting Director, Corporate Affairs o “ﬁhﬂrma . T...E.Ej».'...
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FORM 4C
Courts of Justice Act
S Court File Number: (N <1 5= 5% 504 ¢
TORONTO DISTILLERY COMPANY LTD. V.
THE ALCOHOL AND GAMING COMMISSION OF

ONTARIO, THE LIQUOR CONTROL BOARD OF ONTARIO
and HER MAJESTY THE QUEEN IN

RIGHT OF ONTARIO
SUPERIOR COURT OF JUSTIC
prapebapibs . | o TORONTO mﬁﬂ:%ﬂﬂ “
ADMITTED THIS g2. 4. E__.o_hh.ffﬁ.._.m
ENERAL % 3
POr ... S BMH& e Cor— PROCEEDING COMMENCED AT CIVIL TRIAL OFFICE,
Contitulonal Law Branch =
720 Bay Steet, 4th Floor 130 UNIVERSITY AVENUE, 7TH FLOOR
Toronto, Onfarie  M5G 2K1

AFFIDAVIT OF CHARLES BENOIT ON BEHALF OF
TORONTO DISTILLERY COMPANY

Applicant:

Toronto Distillery Company Litd.
90 Cawthra Ave., Unit 100
Toronto, Ont. M6N 3C7

Tel: 416-558-5523

RCP-E 4C (July 1, 2007)



