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The Applicants will make a motion to a judge presiding over the

Commercial Court on Thursday, June 28, 2012 at 10:00 a.m., or as soon after that time

as the motion can be heard, at the Court House, 330 University Avenue, 8th Floor,

Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.

Legal*7639829.3
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THE MOTION IS FOR:

1. An order, if necessary, validating and abridging the time for service of this

notice of motion and motion record and directing that any further service of

the notice of motion and motion record be dispensed with such that this

motion is properly returnable on June 28, 2012;

Z. An order extending the Stay Period as defined in the initial order granted

by this Court on February 23, 2012, as amended (the "Initial Order"), to

October 26, 2012;

3. An order amending the Initial Order nunc pro tunc to provide fora third-

ranking inter-company borrowing charge ("Inter-Company Charge"),

ranking subordinate to the Administration Charge and the Directors'

Charge (as defined in the Initial Order);

4. An order amending Schedule "A" to the Initial Order to correct certain

limited partnership names that were incorrectly named;

5. An order approving, nunc pro tunc, the "Communications Protocol (Re

Potential Asset Transactions)" dated as of May 24, 2012, and made

between G.S. MacLeod &Associates Inc., in its capacity as the Chief

Restructuring Officer ("CRO") of the Applicants and the Included LPs (as

defined in the CRO Affidavit, defined below) (collectively, "First Leaside"),

Grant Thornton Limited, in its capacity as Court-appointed monitor (the

"Monitor"), Fraser Milner Casgrain LLP in its capacity as court-appointed

Representative Counsel ("Representative Counsel"), and certain

Legal"7639829.3



3

investors who are clients of First Leaside Securities Inc. and have agreed

to form a transaction subcommittee ("Transaction Subcommittee");

6. An order approving, nunc pro tunc, the agreement between the CRO of

the First Leaside Retirement Residences Limited Partnership ("FLRR"),

First Leaside Realty II Inc., First Leaside Wealth Management Inc., First

Leaside Universal Limited Partnership, First Leaside Progressive Limited

Partnership, F.L. and FLWM Holdings Limited Partnership, on the one

hand, and Grant Thornton Corporate Finance Inc. ("GTCFI"), on the other,

pursuant to which GTCFI will act as exclusive financial advisor (the

"GTCFI Engagement") in connection with the proposed sale, merger,

consolidation or other business combination of FLRR's interest in

PrimeTime Living LP and the real property assets owned by Cherry Park

Retirement Residence LP, Orchard Valley Retirement Residence LP, The

Shores Retirement Residence LP and First Leaside Venture LP

(collectively, "Venture Okanagan Properties");

7. An order authorizing the expansion of the role of Representative Counsel

to include assisting investors with the filing of claims with the Canadian

Investor Protection Fund ("CIPF"), and the coordination of the CIPF claims

process with the claims process in the within proceedings;

8. An order amending paragraph 44 of the Initial Order to remove the fixed

cap on the Representative Counsel Allowance (as such term is defined in

the Initial Order);

Legal*7639829.3
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9. An order amending the Initial Order to require Representative Counsel to

pass its accounts, from time to time;

10. An order approving the restructuring of the ownership interest of First

Leaside Visions II Limited Partnership ("Visions II") in its portfolio

technology company, eSight Corp. ("eSight");

11. An order approving the conduct and activities of the CRO, as they are set

out in more detail in the CRO's affidavit dated June 19, 2012 ("CRO

Affidavit");

12. An order approving the conduct and activities of the Monitor as described

in the Monitor's third report to the court, to be filed ("Third Report"); and

13. such further and other relief as counsel may advise and this Honourable

Court may permit.

THE GROUNDS FOR THE MOTION ARE:

A. Background

1. The Applicants applied for and were granted protection from

creditors under the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36

("CCAA") on February 23, 2012 pursuant to the Initial Order. The Initial Order

appointed the Monitor and Representative Counsel;

2. The Initial Order provides for a general stay of all proceedings

against First Leaside ("Stay Period");

Legal*7639829.3
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3. The Stay Period was extended by order dated March 23, 2012 and

currently expires on June 29, 2012;

B. Extension of Stay

4. Since the most recent stay extension on March 23, 2012, First

Leaside has continued to work with the Monitor, Representative Counsel,

mortgagees, investors and other stakeholders to develop and implement a plan

for the orderly wind-down of First Leaside's operations and portfolio of assets,

including

(a) completing the court-approved sale of Queenston Manor, a 77-unit

retirement living apartment building in St. Catharines, Ontario

(b) completing the court-approved sale of First Leaside's interest in

First Leaside Beverages Limited Partnership;

(c) obtaining appraisals and opinions of value, and, in consultation with

the Monitor, entering into listing agreements in respect of an

additional seven Canadian properties;

(d) working with the Monitor to prioritize and advance plans for the

marketing and sale of other assets owned or controlled by First

Leaside, including its interest in PrimeTime Living LP and the

Venture Okanagan Properties;

(e) continuing to assess the status of, and consider realization options

in respect of, the 12 U.S. properties ultimately owned (through a

Legal`7639829.3
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series of subsidiary limited partnerships) by Wimberly Apartments

Limited Partnership ("WALP")' and currently operating in the

ordinary course without protection from creditors;

(fl responding to motions brought by StructForm International Limited

and H&S Equipment which advance claims to funds in the hands of

First Leaside Expansion Limited Partnership, and which were

scheduled for a hearing on June 13, 2012, and adjourned to June

28, 2012;

(g) working with the Monitor and Representative Counsel to ensure

that all stakeholders, including mortgagees, investors, employees

(past and current), suppliers, and claimants are receiving

information and updates on a timely basis;

(h) participating with the Monitor and Representative Counsel in

conference calls and town hall meetings with investors;

(i) negotiating and implementing the terms of the Communications

Protocol with the Monitor and Representative Counsel; and

(j) working with the assistance of the Monitor to update cash flow

statements for First Leaside.

Two of the US properties have minority ownership interests (less than 10%) held by other parties and
another of the properties is controlled by another First Leaside entity, namely First Leaside Opportunities
Limited Partnership.

Legal*7639829.3
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5. First Leaside respectfully requests an extension of the Stay Period

to October 26, 2012. During this period First Leaside expects to

(a) finalize terms of sale of certain additional assets, including the sale

of First Leaside's interest in 36 Bramtree, PrimeTime Living LP, and

investments held by Visions I and Visions II (each as defined in the

CRO Affidavit), and seek Court approval of these divestitures on

motion to this Court;

(b) pursue the continued marketing and sale of the additional seven

Canadian properties that have recently been listed for sale;

(c) continue to explore realization and/or restructuring options in

respect of the non-filed U.S. properties that are subsidiaries of

WALP; and

(d) schedule additional meetings and/or conference calls with

investors.

6. First Leaside is working diligently and in good faith to effect an

orderly wind-down of operations so that all stakeholder interests can be dealt

with in one forum, in a consolidated manner, and so that recovery can be

maximized;

7. The extension of the Stay Period will provide First Leaside with

additional time required to take appropriate steps to maximize value for creditors;

Legal"7639829.3



8. First Leaside has and continues to proceed in good faith and with

due diligence, and circumstances otherwise exist that make the grant of an

extension of the Stay Period appropriate;

C. Inter-Company Charge

9. First Leaside comprises numerous special purpose corporations,

trusts and limited partnerships. These individual entities are considered as "silos"

which each have their own assets and liabilities and which will, at the end of the

day, have to account for all of their activities to their respective investors;

10. However, not all of the First Leaside entities have sufficient cash on

hand to fund operations and costs of these CCAA proceedings;

11. In the event that certain First Leaside entities are called on to fund

the expenses of other First Leaside entities during these CCAA proceedings, it is

important that such inter-company transfers be recorded, accounted for, and

secured;

12. To the extent that some First Leaside entities fund others during

these CCAA proceedings, there is a danger that the funding entity and its

creditors will be prejudiced, for example if such intercompany loan were to be

treated as unsecured, or otherwise ranking pari passu with pre-filing debts;

13. Accordingly, First Leaside requests that the Initial Order be

amended, nunc pro func, to provide for an inter-company charge (the "Inter-

Company Charge"), ranking subordinate to the Administration Charge and the

Legal'7639829.3
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Directors' Charge, which will ensure that when monies are ultimately realized by

a First Leaside entity that has borrowed from an affiliate during these CCAA

proceedings, such funds will be subject to a charge that will secure their payment

back to the lending First Leaside entity;

14. Similar to DIP financing, the Inter-Company Charge recognizes that

post-filing inter-company loans allow the borrower to obtain value by continuing

operations or completing a sale and therefore inter-company loans should be

appropriately secured and prioritized for repayment;

D. Representative Counsel

15. Representative Counsel has duly represented the interests of

investors including by responding to enquiries, providing regular updates,

organizing investor meetings, and liaising with First Leaside and the Monitor;

16. In addition to the role and responsibilities that were originally

anticipated under the Initial Order, Representative Counsel has been receiving

numerous requests from investors seeking assistance in asserting claims against

the CIPF;

17. The CIPF has indicated that it is prepared to consider a streamlined

claims procedure whereby investors can file a single claim for purposes of these

court proceedings and the CIPF's claims process, thus justifying the expansion of

the role of Representative Counsel;
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18. The existing Representative Counsel Allowance of $300,000 is not

adequate in light of the complexity of these proceedings and the significant work

that Representative Counsel has had, and will continue, to undertake.

Representative Counsel has requested that the current cap be removed, and

replaced with a requirement that Representative Counsel pass its accounts from

time to time;

E. Other Grounds

19. Visions II made a small financial investment in a start-up

technology company, eSight, in December 2010. eSight's continued operations

are presently endangered by liquidity shortages. An angel investment group has

committed to provide up to $2 million in funding to eSight in consideration for a

restructuring of the interest of current investors, including Visions II;

20. There is no ability to sell or liquidate Visions II's current interest in

eSight at this time, which consists of holdings of warrants and a note. The

proposed refinancing will permit eSight to continue operations and presents the

prospect of value realization in the future. In the circumstances, the Monitor,

Representative Counsel, and First Leaside investors representing the majority of

Visions II limited partnership units support the proposed transaction;

21. The Communications Protocol was developed in accordance with

the April 30, 2012 endorsement of Justice Campbell. The protocol provides for

the disclosure of important information to Representative Counsel and their

constituency and addresses issues relating to the confidentiality of that

Legal'7639829.3
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information. It will assist in ensuring that there are clear and effective lines of

communications between First Leaside, the Monitor, and investors;

22. GTCFI has the knowledge and experience necessary to best assist

First Leaside with the divestitures of the assets subject to the GTCFI

Engagement. It has worked on similar mandates in the real estate and

retirement space, and is intimately familiar with the local area. GTCFI's relation

to the Monitor is not problematic and does not give rise to a conflict of interest;

23. Through inadvertence, Schedule "A" to the Initial Order contained

incorrect names for several of the Included LPs granted the benefit of the Initial

Order;

24. There would be no prejudice if the party names were corrected by

amending Schedule "A" of the Initial Order;

25. The grounds set out in the Monitor's Third Report to the Court (the

"Third Report");

26. Sections 11 and 56 of the CCAA;

27. Rules 2.03, 3.02, 5.03 and 37 of the Rules of Civil Procedure,

R.R.O. 1990, reg. 194 as amended; and

28. Such further and other grounds as counsel may advise and this

Honourable Court may permit.

Legal"7639829.3



12

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:

1. The CRO Affidavit;

2. The Third Report; and

3. Such further and other material as counsel may submit and this

Honourable Court deem just.

Date: June 19, 2012
Cassels Brock &Blackwell LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3C2

John N. Birch LSUC#: 38698U
Tel: 416-860-5225
Fax: 416-640-3057

David S. Ward LSUC#: 33541W
Tel: 416.869.5960
Fax: 416.360.3154

Lawyers for the Applicants
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Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty 11 Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario Inc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Development (Canada) Inc., PrestonTwo
Development (Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., 2088545 Ontario Inc., 1337607 Ontario Inc., Queenston Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario L#d., 2128054 Ontario Inc., 2069212 Ontario Inc., 1132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007$04
Ontario Inc., 2019418 Ontario Inc., FL Research Management Inc., 970877
Ontario Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario
Inc., 2192347 Ontario Inc., and First Leaside Fund Management Inc.
(collectively, the "Applicant")

AFFIDAVIT OF GREGORY MACLEOD
(sworn June 19, 2012)

I, GREGORY MACLEOD, of the City of Burlington, in the Province of

Ontario, MAKE OATH AND SAY:

am the president of G.S. MacLeod &Associates Inc., the Court-

appointed restructuring officer ("CRO") of First Leaside Wealth Management Inc.

("FLWM"), and the other applicants (collectively, the "Applicants") as well as the limited

Legal"7673608.9
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partnerships affiliated with the Applicants that are listed in Exhibit "A" hereto (the

"Included LPs"). (Hereafter, the Applicants and the Included LPs shall be referred to

collectively as "First Leaside" or the "Company"). As such, !have knowledge of the

facts deposed to in this affidavit. To the extent that this affidavit describes events or

facts of which I do not have personal knowledge, I have identified the source of the

information and, in all cases, believe it to be true.

2. Capitalized terms not otherwise defined in this affidavit are defined as in

my affidavit sworn February 22, 2012 (the "Initial Affidavit"). A copy of my Initial

Affidavit without exhibits is attached hereto and marked as Exhibit "B".

Background

3. By order of the Honourable Mr. Justice Brown made February 23, 2012 (the

"Initial Order"), the Applicants applied for and were granted protection from their

creditors under the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36

("CCAA"). The stay of proceedings and other relief in the Initial Order was extended to

include the Included LPs. A copy of the Initial Order is attached to this affidavit as

Exhibit "C". A copy of Justice Brown's reasons for decision dated February 26, 2012

is attached hereto and marked as Exhibit "D".

4. Pursuant to the Initial Order, Grant Thornton Limited was appointed as monitor

("Monitor") of First Leaside, and Fraser Milner Casgrain LLP was appointed as

representative counsel ("Representative Counsel") to represent the interests of the

nearly 1,200 investors (the "Investors") of First Leaside Securities Inc. ("FLSI") in these

proceedings.

Legal`7673608.9
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5. A Stay Period, as defined in paragraph 19 of the initial Order, was granted on

February 23, 2012, and was extended by an order of this Court on March 23, 2012.

Attached hereto and marked as Exhibit "E" is a copy of the March 23, 2012 order. The

Stay Period currently expires on June 29, 2012.

6. This affidavit is sworn in support of the motion for an extension of the Stay Period

to October 26, 2012 and for other relief.

Restructuring Efforts to Date

7. Since the extension of the Stay Period on March 23, 2012, First Leaside has

continued to work with the Monitor, Representative Counsel, the Independent

Committee of the Board of Directors of FLWM (the "independent Committee"},

mortgagees, Investors, and other stakeholders to develop and implement a plan to

effect the orderly wind-down of the Company's operations and portfolio of assets over a

period of time and in a manner that will maximize recoveries to creditors. These efforts

have included working with the assistance of the Monitor to update the Company's cash

flow statements.

8. First Leaside also has been participating in a communications program that

includes conference calls with the Monitor and Representative Counsel and town hall

meetings with Investors. Part of this communications program includes a

Communications Protocol, which is further detailed below, that the Company negotiated

with the Monitor and Representative Counsel. First Leaside has been adhering to the

terms of the Communications Protocol, pending its Court approval.

Legal'7673608.9
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9. First Leaside has also continued to work with the Monitor and Representative

Counsel to ensure that all stakeholders, including mortgagees, Investors, employees

(former and current), suppliers, and claimants receive information and updates on a

timely basis.

Completion of Sale of Queenston Manor

10. Since the extension of the Stay Period, First Leaside has completed the sale of

Queenston Manor, a 77-unit retirement living apartment building in St. Catharines,

Ontario which was owned by Queenston Manor Limited Partnership, a limited

partnership the units of which are beneficially owned by First Leaside Expansion Limited

Partnership ("FLEX"). The Court granted First Leaside's motion for approval of the

transaction on April 30, 2012. On closing, I delivered a CRO's Certificate (as defined in

paragraph 2 of the April 30, 2012 order) to the purchaser of the property, Starlight

Investments Ltd. The sale was completed on May 1, 2Q12. Attached hereto and

marked as Exhibit "F" is a copy of the CRO's Certificate issued in connection with the

sale of Queenston Manor.

11. Queenston Manor had given a mortgage to Midland Loan Services Inc.

("Midland"). As detailed in my affidavit sworn March 21, 2012 ("Second Affidavit"),

Midland had opposed the extension of the CCAA stay to Queenston Manor General

Partner Inc., the general partner of Queenston Manor Limited Partnership. Midland also

opposed the granting of the Administration Charge and Directors' Charge (collectively,

the "Charges") over the assets of First Leaside. After the Court decided that such entity

should be subject to both the stay and the Charges, Midland sought leave to appeal the

Legal'7673608.9
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Initial Order to the Court of Appeai for Ontario, which was subsequently withdrawn as

part of a negotiated settlement with Midland.

12. In order to satisfy the obligations owed to Midland, pursuant to the Court's orders

approving the sale, Queenston Manor General Partner Inc. was authorized and directed

to pay $4,397,405.05 to Midland out of the sale proceeds (the "Midland Payment") as

soon as practically possible after the closing of the transaction.

13. The closing of the sale of Queenston Manor resulted in the receipt of net

proceeds of approximately $2,390,764.15 after payment of real estate commissions and

the Midland Payment, which net proceeds are being used to fund costs secured by the

Administration Charge and otherwise held pending further order of the Court.

Completion of Sale of Interest in Beverages

14. First Leaside has also completed the sale of the Company's interest in First

Leaside Beverages Limited Partnership for $760,000. The Court approved the

transaction on May 3, 2012.

15. On May 17, 2012, the transaction closed and I delivered the CRO's Certificate

(as defined in paragraph 2 of the order dated May 3, 2012) to the purchaser, Provincial

Beverages of Canada Inc. Attached hereto and marked as Exhibit "G" is the CRO's

Certificate that was delivered in connection with the closing of the sale of the

Company's interest in First Leaside Beverages Limited Partnership. The Company is in

receipt of the net sale proceeds, which proceeds are being used to fund costs secured

by the Administration Charge and otherwise held pending further order of the Court.

legal"7673608.9
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Other First Leaside Canadian Reai Property Assets

16. First Leaside continues to seek ways in which to maximize recoveries for

creditors. To this end, the Company has listed for sale an additional seven Canadian

properties since the Stay Period was extended. These properties are as follows:

(a) 36 Bramtree Court, Brampton, Ontario ("36 Bramtree");

(b) 164 Cemetery Road, Uxbridge, Ontario;

(c) 62 Mill Street, Uxbridge, Ontario;

(d) 168 Brock Street, Uxbridge, Ontario;

(e) 4 Victoria Street, Uxbridge, Ontario;

(f} 65 Fort Street, Tilbury, Ontario; and

(g) 123 Erie Street, Wheatley, Ontario.

17. The Company obtained appraisals from CBRE Limited, awell-known real estate

brokerage and advisory firm, for certain of the properties. The Company has also

sought opinions of value from Colliers International Canada ("Colliers"). These

valuations were obtained in order to select an appropriate listing price for each property

and to provide a standard against which offers to purchase can be assessed.

18. First L.easide has selected Colliers as the broker to list and market the properties.

The listing agreement with Colliers was reached after a competitive request for proposal

process was conducted, in consultation with the Monitor. The process for selecting a

broker and marketing the properties was consistent with the provisions of paragraph 3

Legal"7673608.9
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of the Court's March 23, 2012 order, which authorized the sale of properties with the

prior consent of the Monitor.

19. Attached hereto and marked as Exhibit "H" is a chart listing the properties for

sale, the First Leaside entity that owns each of the respective properties, and the listing

price for each property.

2d. First Leaside has received offers to purchase some of the properties and is in the

process of evaluating the offers and, in some cases, making counter-offers.

21. In regard to the Company's other assets, First Leaside continues to work with the

Monitor to prioritize and advance plans for the marketing and sale of other real estate

and related assets including its equity interest in PrimeTime Living LP ("PTL") and the

retirement residences in Ottawa, Ontario and the Okanagan Valley, British Columbia,

which are held in limited partnerships that are Excluded LP's, as defined in the Initial

Order. These assets are discussed below.

US Properties

22. As reported in my Initial Affidavit, Wimberly Apartments Limited Partnership

("WALP") is an Included LP in these proceedings. WALP has interests in 11 properties

in the United States directly held by 11 Texas-based subsidiary limited partnerships

("Texas LPs") which are not Included LP's. In addition, WALP directly holds one

property adjacent to the Country Village Apartments. However, the following 3 Texas

limited partnerships, which directly or indirectly own units of a number of the Texas LPs,

Legal'7673608.9
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are included LPs that are controlled by general partners that are Applicant Ontario

corporations:

(a) FL Master Texas, Ltd.: the Applicant 2088543 Ontario Inc. is the general

partner of FL Master Texas, Ltd., a limited partnership under Texas law

which indirectly (i.e., through downstream limited partnerships) holds

99.99°/a ownership interests in The Bluffs Apartment/Condo, Preston

Racquet Club, Wimberly Pointe Apartments, and Wimberly Crossing

Apartments;

(b) F.L.W. Shores Master, Ltd.: the Applicant 2088545 Ontario Inc. is the

general partner of F.L.W. Shores Master, Ltd., a limited partnership under

Texas law which indirectly (i.e., through downstream limited partnerships)

holds a 99.99% ownership interest in The Shores Apartments; and

(c) F.L.W. Pond Master, Ltd.: the Applicant 2088544 Ontario Inc. is the

general partner of F.L.W. Pond Master, Ltd., a limited partnership under

Texas law which indirectly (i.e., through downstream limited partnerships)

holds a 99.99% ownership interest in Old Mill Pond Apartments.

23. First Leaside continues to consider restructuring options in respect of WALP and

the Texas LPs, which are presently operating in the ordinary course. As part of this

process, First Leaside has retained legal counsel and real estate advisors in Dallas,

Texas to assist in the development of an exit strategy for the Texas asset portfolio.

24. As noted in my Second Affidavit, none of the Texas LPs generates sufficient

cash flow to support indefinitely their debt service obligations, operating expenses, and

capital upgrade requirements. Some of the Texas LPs face more serious cash flow

challenges than others. Ten of the Texas LPs continue to service their mortgages. The

eleventh, referred to herein as "Sedona", is subject to a mortgage held by a trust fund

Legal'7673608.9
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composed of First Leaside investors and mortgage payments have not been made

since the Company's voluntary cessation of distributions and interest payments on

proprietary securities in November 2011. Absent cash flow support, one or more of the

properties may face a mortgage payment default as early as August 2012.

25. At a subsequent motion, First Leaside expects to seek direction from the Court

concerning the Texas LPs.

Construction Liens

26. As noted in my Initial Affidavit, prior to filing for CCAA protection, construction

liens had been filed against the properties owned by several First Leaside entities,

including FLEX and First Leaside Realty II Inc. The lien claims total $3,446,276. Two

of the lien claimants, 792873 Ontario Limited, carrying on business as H&S Equipment

("H&S Equipment"), and Structform International Limited ("Structform") have also

asserted trust claims under section 7 of the Construction Lien Act, R.S.O. 1990, c. C.30,

against monies held in bank accounts in the name of FLEX (the "FLEX Monies")

27. FLEX intended to develop the adjacent Brock Street and Victoria Street

properties in Uxbridge, Ontario as the site for First Leaside's head office. However,

FLEX stopped development of the property in November 2011, at the foundation stage,

after First Leaside agreed to voluntarily cease trading securities.

28. Notwithstanding the foregoing, the CRO and the Monitor have discussed and

sought input from the two largest creditors on the Victoria Drive property, Structform and

Kenaidan, as to an appropriate manner of realization of the properties. Both Struciform

and Kenaidan were not opposed to the listing of the Victoria Drive property with Colliers.

Legal`7673608.9
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29. As of February 22, 2012, the FLEX Monies consisted of $647,857.32 in a savings

account and a further $18,197.34 in a chequing account.

30. H&S Equipment brought a motion seeking a declaration that FLEX is holding a

$100,000 "performance security deposit" in trust for H&S Equipment, and an order

directing FLEX to immediately pay this amount out of the FLEX Monies.

31. Similarly, StructForm brought a motion to amend the Initial Order to segregate

funds allegedly held by FLEX in its bank account over which Structform claims an

interest.

32. The motions of H&S Equipment and Structform were scheduled to be heard on

June 13, 2012, and have been adjourned to June 28, 2012.

33. On June 13, 2012, First Leaside and Structform reached an agreement in

principle to resolve the Structform motion. First Leaside will negotiate with Structform

towards a consent order to embody the terms agreed to, so that such order can be

issued on June 28, 2012.

34. First Leaside has, to date, been unsuccessful in its attempts to settle the motion

by H&S Equipment. It is First Leaside's primary position that there is no basis to lift the

stay to have creditors such as H&S Equipment assert their claims on a piecemeal basis,

especially given that a clams process will have to occur at a later date, which claims

process will be subject to Court approval. To the extent that the court is prepared to lift

the stay to hear the H&S Equipment motion on the merits, First Leaside has taken the
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position, including in my affidavit sworn May 2, 2012, that such claim does not have

priority over other trust claimants and the claim may, in fact, be unsecured.

35. In the event that no settlement is reached with H&S Equipment, First Leaside is

prepared to deal with its motion on June 28t", should the Court see fit to hear the matter

on that date.

Extension of the Stay Period

36. Since the issuance of the Initial Order, as further detailed in this Affidavit, First

Leaside has acted and continues to act in good faith and with due diligence.

37. Included in the Monitor's Third Report to Court, which will be filed in connection

with this motion, are updated cash flow forecasts. The updated cash flow forecasts

indicate that First Leaside will have sufficient funds to fund the proceedings through to

and including October 26, 2012.

38. I believe that an extension of the Stay Period (as defined in the Initial Order) to

October 26, 2012, is necessary in order to provide stability to First Leaside's business

while the Company, with the assistance of its advisors and the Monitor, continues to

work diligently on preparing and executing a liquidation strategy that will maximize the

recoveries for al! stakeholders.

39. During the extension of the Stay Period, First Leaside intends to finalize the

terms of sale of certain additional assets, including the Company's interest in PTL, and

certain investments held by Visions I and Visions II. First Leaside will seek Court

approval of such further sales.

Legal`7673608.9
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40. Further, as indicated above, the Company intends to pursue the sale of the

seven additional properties it has listed for sale, and to continue to consider the most

appropriate strategy for addressing the cash flow issues at WALP's Texas properties.

41. I do not be{ieve that any creditor wilE fiace significant prejudice if the Stay Period

is extended.

Inter-Company Charge

42. As I described in the Initial Affidavit, First Leaside is composed of several main

corporations as well as general partners and limited partnerships that hold real estate

property and, in some cases, portfolio investments in arm's-length companies and other

First Leaside entities. At relevant times, several of the Applicants provided capital

raising and management services to the limited partnerships.

43. Each of the First Leaside entities is effectively a separate "silo" that has its own

assets and liabilities and investor groups, although many individual investors may own

limited partnership units in or hold promissory notes from more than one "silo".

44. However, not all of the First Leaside entities had sufficient cash on hand at the

date of the Initial Order, or subsequently, to fully fund the casts of these proceedings

and the operations of the companies during the pendency thereof (the "Borrowing

Entities"). Thus, certain First Leaside entities have been called on to fund those

expenses and operating costs (the "Lending Entities") for the Borrowing Entities. For

example, a large proportion of administration costs to date (including the fees of the

CRO, Representative Counsel, the Monitor, the Monitor's counsel, and the Applicants'

counsel and all other costs and fees secured by the Administration Charge (collectively,
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"Administration Costs")) and fees of counsel to the Independent Committee have

been paid by FLWM, even though the majority of the expenses were related to other

entities within First Leaside. First Leaside has kept detailed records of such

Administration Costs which have benefitted other entities.

45. Since the date of the Initial Order, approximately $1,245,078 has been advanced

by the Lending Entities in the aggregate to the Borrowing Entities to fund Administration

Costs.

46. The Company intends, at some point later in these CCAA proceedings, to seek

Court approval for an allocation methodology for all Administration Costs incurred by the

First Leaside companies, which will likely result in Administration Casts paid by one

First Leaside entity being allocated to the account of other First Leaside entities, based

on the logic of the approved methodology (the "Reallocated Costs").

47. At the time that the Initial Order was sought, First Leaside considered seeking an

inter-company charge. However, as a result of a discussion with stakeholders at that

time, First Leaside decided that there was no immediate need for such a charge.

48. As CRO, I now believe that the implementation of an inter-company charge,

relroa~live l~ tf~e ~iat~ of tii~ Ir7itial Order (FEl~ruaiy 23, 2012), would be appropriate in

order to ensure that First Leaside entities that benefit from funds provided by other

entities, including Reallocated Costs, repay such advances before making distributions

to Investors and other creditors.
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49. The need for an inter-company charge stems from the nature of the Company's

assets. Certain entities within First Leaside, such as FLWM, WAL.P, and FLEX, have

significant cash balances. Other First Leaside entities may possess material assets

other than cash, such as real estate. However, until such time as those other entities

are able to realize cash proceeds from their assets, they may have limited ability to fund

Administration Costs and operations.

50. Thus, First Leaside proposes that the Court implement an inter-company charge

(the "Inter-Company Charge"), ranking subordinate only to the Administration Charge

and Directors' Charge (as defined in the Initial Order} to secure (i) borrowings by

Borrowing Entities for operating expenses and any other liquidity needs and (ii) the

reimbursement obligations of First Leaside entitles for Reallocated Costs as they may in

the future be determined in accordance with aCourt-approved allocation methodology.

This will ensure that when monies are ultimately realized from the Borrowing Entities,

they will flow to the applicable Lending Entities first, before creditors of or Investors in

the Borrowing Entities receive any funds.

51. I suggest that the terms of the Inter-Company Charge be interest-free for

simplicity of administration. It is my view that the Inter-Company Charge is significantly

more economical than First Leaside entities seeking third party interim financing which

often carries high interest rates and administrative costs. It is my view that utilizing the

Inter-Company Charge as opposed to interim financing is beneficial to First Leaside's

stakeholders overall.

Amendment of Schedule "A" of Initial Order
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52. Through inadvertence, the names of certain parties were listed incorrectly in

Exhibit "A" to my February 22, 2012 Affidavit, and as Schedule "A" to the Initial Order.

In many cases, the corrections involve simply changing a "LP" suffix to read "Limited

Partnership".

53. The corrected names of these parties are attached hereto and marked as

Exhibit "I".

54. I do not believe that the Applicants' stakeholders will be prejudiced if the party

names were corrected by amending Schedule "A" of the Initial Order.

Communications Protocol

55. On this motion, First Leaside is seeking court approval of a communications

protocol governing the provision of information to Representative Counsel and a

specified subgroup of investor representatives (the "Communications Protocol")

56. The Communications Protocol was developed pursuant to a consent

endorsement dated April 30, 2012 between First Leaside and Representative Counsel.

The protocol was made between G.S. MacLeod &Associates Inc., in its capacity as

CRO of the Applicants and the Included LPs, the Monitor, Representative Counsel, and

certain First Leaside investors who have agreed to form a subcommittee with whom the

Company and Monitor will consult regarding asset dispositions in these proceedings

(the "Transaction Subcommittee"). A copy of the Communications Protocol is

attached hereto and marked as Exhibit "J".
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57. The Communications Protocol represents an agreement to provide information

related to actual and pending transactions to Representative Counsel and, with some

restrictions, to the Transaction Subcommittee, sufficiently in advance of an application

for Court approval of such transaction to allow Representative Counsel and the

Transaction Subcommittee a reasonable amount of time to review and understand the

impact of such transaction on affected Investors.

58. Any information provided under the Communications Protocol to Representative

Counsel and the Transaction Subcommittee is to be kept confidential, and not disclosed

or distributed to any other individual, unless the information has been made public by

me and/or the Monitor, or the Monitor and I agree otherwise in writing.

59. In accordance with the Communications Protocol, the Monitor and I have

developed ahigh-level realization plan for disposing of, or otherwise dealing with First

Leaside's various assets (the "Realization Plan"). The Realization Plan contains

information about the necessary steps and generally projected timelines associated with

the rea{ization on First Leaside's properties and all other assets. On May 30, 2012, First

Leaside provided a copy of the Realization Plan to Representative Counsel for

distribution to all Investors.

60. In my capacity as CRO, I will update the Realization Plan with developments in

the course of the CCAA proceedings as they occur.

61. Further, the Monitor and I will meet monthly, or at intervals as reasonably

requested by Representative Counsel, with Representative Counsel and the

Transaction Subcommittee to discuss progress relating to the Realization Plan. I have
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met with the Transaction Subcommittee (by telephone conference call) on two

occasions since the Communications Protocol was instituted, the most recent of which

was on June 15, 2012.

62. Moreover, under the Communications Protocol, when entering into an agreement

for the sale, investment, recapitalization, transfer, mortgage or other transaction in

respect of any of First Leaside's assets, or as soon as practical thereafter, the Monitor

and I will consult with Representative Counsel and the Transaction Subcommittee with

respect to the transaction.

63. Pursuant to the Communication Protocol, I will use my best efforts to give at least

10 business days' notice to Representative Counsel, unless Representative Counsel

agrees otherwise, of any sale approval motion brought before this Court in connection

with any of the disposition of any of the Company's assets.

Approval of the Retention of GTCFI

64. As part of the Realization Plan, Grant Thornton Corporate Finance Inc. ("GTCFI")

was engaged by First Leaside Retirement Residences Limited Partnership

("Residences"), First Leaside Realty II Inc., FLWM, First Leaside Universal Limited

Partnership, First Leaside Progressive Limited Partnership, F.L. Primetime Living

Limited Partnership and FLWM Holdings Limited Partnership to act as a financial

advisor in connection with the proposed divestiture of

(a) Residences' 50.1 %interest in PTL; and

(b) the real properties owned by Cherry Park Retirement Residence LP,

Orchard Valley Retirement Residence LP, The Shores Retirement
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Residence LP (collectively, "Venture Okanagan")

65. A detailed description of these entities is provided in paragraphs 49(c) and 49(I)

of my Initial Affidavit.

66. GTCFI is an Exempt Market Dealer and an affiliate of the Monitor. The GTCFI

partners and staff that have been engaged in respect of Venture Okanagan and PTL

are based out of Vancouver and Kelowna, BC, and have significant experience in

respect of assets similar to those of Venture Okanagan and PTL.

67. Residences is owned by FLWM, First Leaside Progressive LP, First Leaside

Universal LP, F.L. Primetime Living Limited Partnership and FLWM Holdings LP.

68. Residences' sole asset is a 50.1 %ownership interest in the limited partnership

units issued by PTL. PTL owns and operates two apartment buildings in St. Catharines,

Ontario, and commercial properties in British Columbia that are held for re-development

as retirement residences. The PTL properties are currently self-supporting, but capital

investment will be needed for future development. A number of parties have indicated

an interest in acquiring Residences' interest in PTL.

69. PTL also manages the retirement residence properties owned by First Leaside

Venture Limited Partnership ("Venture"), namely Venture Okanagan and two retirement

residences in Ottawa, Ontario, known as The Redwoods and The Pallisades (together,

"Venture Ottawa"). Venture is an Applicant in these proceedings, however, Venture

Okanagan and Venture Ottawa are not.

70. The Venture Ottawa properties are currently being operated subject to the terms

of a forbearance agreement among the mortgagees, Canadian Imperial Bank of
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Commerce, KingSett Mortgage Corporation ("KingSett"), First Leaside Realty II Inc. (as

borrower) and certain First Leaside entities that are guarantors. Under the terms of the

forbearance agreement, KingSett is alsa responsible for managing a sale process for

the properties that is now underway. The broker, TD Securities Inc., expects to

complete the process over the next three to five months.

71. The Venture Okanagan properties were acquired by Venture from PTL in

September 2011. The Venture Okanagan properties are subject to a first mortgage in

favour of the Toronto-Dominion Bank ("TD"). Venture Okanagan is also liable to PTL on

an unsecured "vendor-take-back" promissory note. TD has issued notice of default

under its mortgage and has reserved its rights to exercise its remedies. TD is

continuing to work cooperatively with Venture and Venture Okanagan to allow for the

sale of Venture Okanagan for the best possible value and has raised no objection to the

engagement of GTCFI and the joint marketing of Venture Okanagan and Residence's

ownership stake in PTL.

72. Prior to engaging GTCFI, the CRO explored the option of listing the Venture

Okanagan property with two real estate brokers in the area. It was ultimately determined

that the fee structure of a real estate broker would likely be significantly higher than

G7CF1's engagement, and as aforementioned, abroker engagement may have resulted

in a lack of flexibility to market Venture Okanagan in conjunction with Residences'

ownership stake in PTL.

73: As part of GTCFI's engagement, it will conduct an initial financial assessment of

Venture Okanagan's retirement assets and PTL's real property.
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74. GTCFI will then prepare and execute a marketing plan and sale process for the

assets in consultation with the CRO, Venture Okanagan, Residences, and the Monitor.

GTCFI will also prepare a presentation for prospective purchasers. At present, GTCFI

has prepared a draft Confidential Information Memoranda for the assets, which it has

circulated to First Leaside and its counsel for comments.

75. Additionally, GTCFI will work with Venture Okanagan, Residences, and the CRO

to prepare a list of potential purchasers, receive offers on behalf of Residences and

Venture Okanagan, and report the details and analysis of those offers.

76. GTCFI has the knowledge and experience necessary to best assist First Leaside

with the divestitures of these assets. Further, they have worked on similar mandates in

the real estate and retirement space, and are intimately familiar with the local area.

Liquidating the Venture Okanagan properties and First Leaside's interest in PTL will

have unique nuances (including because the interest in PTL is not a disposition of real

property, but rather an equity interest), and GTCFI's ability to deal with these interests

as an Exempt Market Dealer may enhance and provide flexibility to the marketing

process. I do not believe that GTCFI's relation to the Monitor is problematic or gives rise

to a conflict of interest.

77. In advance of engaging GTCFI, I participated in a meeting with Representative

Counsel and a steering committee of investors, where I discussed the CRO's intention

to engage GTCFI, and there was no opposition to this strategy.
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Representative Counsel Fees

78. During the CCAA proceedings, Representative Counsel has duly represented the

interests of the Investors by, among other things, responding to enquiries, providing

regular updates, speaking at Investor town hall meetings, liaising with the Applicants

and the Monitor and participating in Court hearings.

79. Currently, the Representative Counsel Allowance (as defined in paragraph 44 of

the Initial Order) is $300,000. That amount was established by paragraph 5 of the order

of Justice Campbell dated April 30, 2012 (Exhibit "K").

80. First Leaside has determined, in consultation with Representative Counsel, that

the $300,000 amount is inadequate in light of the complexity of these proceedings, and

the significant work that Representative Counsel has undertaken, and will continue to

be required to undertake.

81. In addition to the role and responsibilities that were originally anticipated under

the Initial Order, Representative Counsel has been receiving numerous requests from

investors seeking counsel's assistance in asserting claims against the Canadian

Investor Protection Fund ("CIPF")

82. I am advised by Shayne Kukulowicz, a partner at Fraser Milner Casgrain LLP,

and believe, that Representative Counsel has had preliminary discussions with counsel

for CIPF and CIPF has indicated that it is prepared to consider extending its claims filing

deadline as well as developing a streamlined claims procedure whereby Investors can

file a single claim for purposes of these Court proceedings and the CIPF's claims

process, subject to Court approval of the claims process in these proceedings. In
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addition there may be a number of advantages in terms of cost and other efficiencies in

having a coordinated advocate for the Investors on the CIPF Issues.

83. As a result of the foregoing, I believe it is in the best interests of the Investors if

the role of Representative Counsel is expanded to include assisting investors with

asserting their claims against CIPF and coordinating the CIPF claims process with the

claims process in the within proceedings.

84. Given the efforts of Representative Counsel to date, and the resulting increased

demand on the time and resources of Representative Counsel with an expanded

mandate, counsel has requested that a maximum amount for the Representative

Counsel Allowance, as defined in paragraph 44 of the Initial Order, be removed and that

paragraph 44 of the Initial Order be revised to state as follows:

44. THIS COURT ORDERS that Representative Counsel
shall be paid its reasonable fees and disbursements by First
Leaside. Representative Counsel shall be paid by First
Leaside in a timely manner for fulfilling its mandate in
accordance with this Order, upon the provision of invoices to
First Leaside following approval by the Transaction Sub-
committee, subject to such redactions to the invoices as are
necessary to maintain solicitor-client privilege between
Representative Counsel and the Clients.

85. In conjunction with the elimination of the fee cap, the Company proposes that the

Initial Order also be amended to require Representative Counsel to have its fees

assessed by the Court, just as the Monitor and its counsel are required to do from time

to time. Representative Counsel is supportive of this amendment.

86. I believe it is in the best interests of First Leaside's investors, and the CCAA

proceedings generally, that the Initial Order be so amended.
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Approval of eSight Refinancing

87. First Leaside Visions I LP and First Leaside Visions II LP ("Visions II") have

made investments in a number of technology start-up companies.

88. Specifically, in December, 2010 Visions II made an investment in eSight Corp.

("eSight"} eSight is a privately held company that has developed intelligent video

eyewear for people who have degenerative eye diseases. The company focuses on

ALVIOS Intelligent Eyewear, which is an assistive technology that helps people with low

vision lead more independent lives at home and work.

89. As a result of on-going negotiations with eSight since the time of its investment,

Visions II now holds two classes of warrants which, under certain conditions, can be

exercised for Class A common shares in the capital of the company (the "Warrants"). If

exercised (which would involve a further investment of approximately $788,000), the

Warrants would entitle Visions II to approximately a 19% stake in the equity of eSight on

an undiluted basis. In addition, a promissory note in the principal amount of $311,250

(the "Note") was issued to Visions II by an affiliate of eSight.

90. In early 2011, eSight required additional funds to bring a prototype of the product

to market and thus decided to seek funds from investors. eSight has had difficulty

raising cash from investors and has been facing cash flow challenges from mid-2011 to

present. In July 2011, Visions II informed the eSight board of directors that it would

consider leading the next round of financing for the company. However, on October 31,

2011, First Leaside agreed to a voluntary cease trade agreement and thus Visions II

could not lead a financing.
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91. The CRO and the Monitor have discussed eSight's efforts to secure investors.

understand that eSight has been seeking investor financing for over a year and had

prepared an Information Memorandum in its efforts to do so.

92. eSight appears to be insolvent with no material cash flow and, based on my

review of the financial statements, eSight will not be able to meet its obligations without

further significant financing. Furthermore, in a liquidation scenario, my assessment is

that Vision II's current interest would yield minimal distribution.

93. Since July 2011, eSight has continued to seek investors but until recently has

been unsuccessful in its efforts. The CRO and the Monitor recently met with eSight's

president and the lead investor of an angel investment group called Boston Harbour

Angels ("BHA") to discuss possible resolutions to eSight's liquidity problems. As a result

of this meeting and subsequent negotiations, eSight has reached an agreement in

principle with BHA to provide up to $2 million in funding and has been presented with a

term sheet for this funding (the "Term Sheet"). In exchange for such funding, the

interests of current investors in eSight, including Visions II, will be substantially

restructured. fn particular, the transaction set forth in the Term Sheet requires Visions II

to exchange the Warrants and the Note for that number of Series A preferred shares

(the "Preferred Shares") in the capital of the company that will represent a 9% equity

interest in the company on afully-diluted basis upon the completion of this round of

investment. The Preferred Shares bear a cumulative 8% annual dividend (the

"Dividends"). Based on the valuation of eSight established by the round of financing

proposed in the Term Sheet, the 9% interest in the company represented by the
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Preferred Shares to be held by Visions II have a value of approximately $864,000, albeit

in illiquid, private company stock.

94. Given the current cash flow issues facing the eSight, there is no opportunity for

Visions II to be paid on its Note and it is a condition of the current proposed investment

round that the Note be exchanged as part of this round of financing. I have been

informed by eSight and believe that, if the obligation established by the Note is not

eliminated, the BHA financing will not be completed and the company will likely not

continue as a going concern.

95. Since it is unlikely that eSight will have sufficient free cash flow to pay the

Dividends on an ongoing basis, the Dividends will likely be accumulated and only paid

several years in the future if and when eSight is able to achieve commercial success.

The Preferred Shares also carry a right of redemption at the issue price (supported by

standard conversion price anti-dilution protections). The redemption of Preferred

Shares may occur at any time after the third anniversary of issuance with the support of

those persons holding not less than 65% of the Preferred Shares.

96. In connection with the refinancing, First Leaside contacted the Investors of

Visions II via e-mail and provided an overview of the transaction. First Leaside was

able to contact all but two of Visions II's Investors, and thus contacted Investors holding

88% of all outstanding limited partnership units. Of the two Investors who were not

contacted, one was Mr. Wilson who is subject to a temporary cease trade order. To

date, Investors representing 80% of the outstanding Visions II units have expressed
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their support for the refinancing of eSight as proposed above, and First Leaside has not

received any opposition from any of Visions II's Investors.

97. First Leaside has also provided Representative Counsel with information about

the refinancing contemplated by the Term Sheet. I understand that Representative

Counsel is supportive of this transaction.

98. Since it appears that the transaction is the best way to preserve potential value

for Investors in Visions II, the Company seeks the Court's approval so that the

Company may approve the refinancing transaction.

Amounts Owing by First Leaside Employees and Former Employees

99. FLWM historically made a number of loans to its employees and to clients to

allow them to purchase limited partnership units and notes without paying cash. Most of

these loans were made pursuant to demand promissory notes but, in certain cases,

loans were extended without having the relevant employee or investor sign a note (in

which case the loan was still shown as a "loan receivable" on First Leaside's accounting

system}. As at December 31, 2011, investment loans to officers and current and former

employees totalled $1,126,878.62 (inclusive of investment loans to David Phillips and

his wife) drrcl inveslrr~ier~t loar~rs to clients fic~talleti $2,398,245.23.

100. Further, First Leaside and the Monitor are reviewing the collection of amounts

which the former First Leaside CEO, David Phillips ("Mr. Phillips") or companies related

to or controlled by him, may owe to .the Company. The amounts consist both of
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apparent preferences involving Mr. Phillips' companies and advances made to Mr.

Phillips in 2011.

101. On or about November 3, 2011, a $500,000 transfer (the "Transfer") was made

from the bank account of First Leaside Finance Inc. ("Finance") to 970877 Ontario Inc.

("970"), a corporation controlled by Mr. Phillips. According to First Leaside's accounting

records, it appears as though the Transfer was made to repay a $500,000 loan made by

970 to FLWM on September 2, 2011. Mr. Phillips is the sole officer and director of 970.

102. The Transfer was made three days after First Leaside agreed to cease trading in

securities, and on the same day tk~at the Independent Committee was appointed to

control FLWM.

103. The Monitor has reviewed the Transfer and expressed concern that the

repayment appears to constitute a preference. The Monitor, through its counsel, made

a payment demand on 907 on June 6, 2012 and again on June 15, 2012. No response

has been received, and accordingly the Monitor is considering seeking an authorization

and direction from this Court permitting it to take proceedings against 970 to recover the

funds. That relief is not being sought at the June 28, 2012 hearing in connection with

which this Affidavit is being filed. Attached hereto and marked as Exhibit "L" and "M",

respectively, are the June 6, 2012 and June 15, 2012, letters sent to 907, care of Mr.

Phillips, by the Monitor's counsel.

104. Additionally, it has come to the attention both of the Independent Committee and

the CRO that, throughout the course of the 2011 fiscal year, Mr. Philips received

advances and other benefits (the "Phillips Loans") totalling approximately $1.14 million
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more than what Mr. Phillips was paid as base salary. This $1.14 million appears to

consist of amounts that Mr. Phillips either withdrew from the Company's bank account,

or personal and household expenses which First Leaside paid on Mr. Phillips' behalf.

105. In contrast, the base salary which was paid to Mr. Phillips in 2011 was only

$77,779.23, inclusive of taxable benefits.

throughout 2011.

This amount was paid to Mr. Phillips

106. It appears that Mr. Phillips, his wife, and 970 received Phillips Loans in 2011 and

prior years. My understanding is that, in past years, Mr. Phillips decided at year end

that some or all of the Phillips Loans would be included in Mr. Phillips's personal income

as salary or dividend.

107. I understand that the Independent Committee was not aware of these advances.

The Independent Committee has advised me that, since the board of directors of FLWM

did not approve any payment to Mr. Phillips for 2011 other than base salary, I should

take steps to seek repayment of the 2011 Phillips Loans from Mr. Phillips, his wife and

970.

OSC Testimony

1-08-1-wa~surrTrrron-se-d-to-~app~ar-b~f6rc-the Orrt~ria~ez;uriti~s~ommi~siorr("Q~"}-- --

on June 6, 2012, to provide testimony regarding a potential extension of the temporary

cease trade order that the OSC issued against Mr. Phillips on May 15, 2012. Attached

hereto and marked as Exhibit "N" is a copy of the May 15, 2012 OSC cease trade

order. The May 15, 2012 temporary cease trade order prevented Mr. Phillips and Mr.
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Wilson from trading in any securities until May 30, 2012. The OSC subsequently

extended the temporary cease trade order on May 30, 2012 to June 8, 2012.

109. On June 6, 2012, following a hearing before an OSC pane(, this temporary order

was extended until September 28, 2012. Attached hereto and marked as Exhibit "O"

is June 6, 2012 Order. During this period, with certain limited exceptions, Mr. Phillips is

prohibited from trading in all securities.

Communication from Counsel for Two First Leaside Funds

110. On June 8, 2012, counsel for First Leaside received a letter from Fay Sulley

("Ms. Sulley") of Torkin Manes LLP (the "Sulley Letter") advising that she had been

retained by The First Leaside Fund and Wimberly Fund (collectively, the "Funds") and

that the Funds have asserted certain concerns about matters involving some of the

WALP assets. A copy of the Sulley Letter is attached as Exhibit "P".

111. The Funds do not have any equity interest in any of the First Leaside entities.

Instead, they are unsecured creditors, namely noteholders of FL Master Texas, Ltd.

("Master Texas"), a Texas limited partnership. Master Texas does not own any of the

US real properties itself. Instead, Master Texas only holds limited partnership units in

(a) four Texas LPs which, through their general partners, own four Texas

properties; and

(b) two Texas LPs which hold limited partnership units in two other Texas

LPs, which own two properties.
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112. The general partner of Master Texas is 2088543 Ontario lnc., an Ontario

corporation which is an Applicant in these proceedings and which benefits from the

Initial Order (including the stay). Master Texas is an Included LP which benefits from

the stay.

113. Attached hereto and marked as Exhibit "Q" is a copy of an organization chart

for First Leaside's US entities.

114. On June 19, 2012, counsel for First Leaside sent Ms. Sulley a letter (attached as

Exhibit "R") which responded to the Sulley Letter and which corrected a number of the

incorrect assertions in the Sulley Letter.

CRO and Monitor's Activities and Fees

115. As detailed above, the CRO has been working diligently to fulfil its mandate to

guide fihe orderly wind-down ofi the First Leaside assets, and accordingly seeks the

approval of its activities as set out in this Affidavit.

17 6. The activities of the Monitor for the same period are set out in the Third Report of

the Monitor, which I understand will be filed with this Court in conjunction with the

Motion returnable on June 28, 2012.

117. I have reviewed the invoices of fees and disbursements of the Monitor and the

Monitor's legal counsel, Blake, Cassels &Graydon LLP, in the ordinary course. I believe

that the invoices and the amounts of the fees and disbursements are fair and

reasonable in the circumstances, taking into account the scope, variety and amount of
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work that his been required by the Monitor and its counsel. Accordingly, I believe it is

appropriate for the Court to approve such fees and disbursements.

118. I swear this affidavit in support of the motion by the Company for the extension of

the Stay of Proceedings to which First Leaside is currently subject, and such other relief

as is further set out in the related Notice of Motion of the Company, and for no other or

improper purpose.

SWORN before me at the City of Toronto
In the Province of Ontario, this 19t"day of
June, 2012 ,

A Commis ' ner, etc.
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This is Exhibit "A" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012
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SCHEDULE "A"—PARTNERSHIPS ENTITLED TO THE BENEFIT OF THIS ORDER

Mill Street Limited Partnership

Development Notes Limited
Partnerships

Special Notes LP

First Leaside Properties LP

First Leaside Realty LP

First Leaside Real Estate LP

First Leaside Global LP

First Leaside Income LP

First Leaside Investors LP

First Leaside Optimal LP

First Leaside Preferred LP

First Leaside Premier LP

First Leaside Progressive LP

First Leaside Quality LP

First Leaside Real Estate LP

First Leaside Realty II LP

First Leaside Retirement Residences LP

First Leaside Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments LP

The Shores LP

Old Mill Pond LP

Legal*7197362.8

The Biuffs of Lakewood LP

First Leaside Spring Valley LP

First Leaside Partners LP

First Leaside Opportunities LP

Preston Racquet Club Real Estate
Limited Partnership Series 910 PA

Preston Racquet Club Real Estate
Limited Partnership Series 910 PB

Preston Racquet Club Real Estate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estate
Limited Partnership Series 910 PD

FL Master Texas Ltd.

FLW Pond Master Ltd.

FLW Shores Master Ltd.

First Leaside Acquisitions LP

Queenston Manor LP

First Leaside Acquisitions 2000 LP

First Leaside Advantage LP

First Leaside Developments LP

First Leaside Elite LP

First Leaside Select LP

First Leaside Enterprises LP

B&W LP

First Leaside Entities LP

First Leaside Expansion LP

First Leaside Growth LP

First Leaside Operations LP

First Leaside Unity LP



First Leaside Visions I LP

First Leaside Visions II LP

First Leaside Visions III LP

First Leaside Visions IV LP

Metabacus LP

Greencore LP

Marksman Celfject LP

OMISA LP

Dossierview LP

eSight LP

Tyromer LP

Place Concorde East LP

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Bevera es Grou Limited

Legalf7197362.8

Partnership

F.L. Retirement Residences Limited
Partnership

First Leaside Global Limited Partnership

First Leaside Ventures Limited
Partnership

Special U.S, Notes Limited Partnership

FLWM Holdings Limited Partnership

Cpl



This is Exhibit "B" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012
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Court file No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities lnc., FL Securities lnc., First Leaside Management [nc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside investmenfis Inc., 965010
Ontario tnc., 1045517 Ontario lnc., '(024919 Ontario Inc., 1031628 Ontario
Inc., 't056979 Qntario lnc., 137fi095 Ontario Inc., 7437290 Ontario Ltd.,
~t244428 Ontario Ltd., PrestonOne Development (Canada} Inc., PrestonTwo
Development Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour D~veCopment (Canada) Inc., 2088543 Ontario [nc., 2088544
Ontario Inc., ZQ88545 Ontario [nc., 7331607 Ontario Inc., Queenston Manor
GeneraC Partner Inc.,1408927 Ontario Ltd., 2107738 Ontario [nc., 1418361
Ontario Ltd., 2128054 Ontario Inc., 2069292 Ontario Inc., 1132413 Ontario
Inc., 2067177 Ontario inc., 2085306 Ontario tnc., 2059035 Ontario Inc.,
2086218 C>ntario tnc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049015 Ontario Inc., 10490'!6 Ontario Inc., 2007804
Ontario Inc., 2019418 Ontario Inc., FL Research Management Inc., 970877
Ontario Inc., 'i031628 Ontario Inc., 'f045516 Ontario lnc., 2x04516 Ontario
Inc., 2192347 Ontario inc., and first Leaside Fund Management Inc.
(collectively, the "Applicant")

AFFfDAVIT OF GREGORY IUTACLEQD
(sworn February 22, 2012)

I, GREGCyRY MACLEOD, of the Clty of Burlington, in the Pr~t~vir7c~ Hof

Ontario, MAKE OATH AND SAY:

1. I am the Chief Restructuring Officer ("CRO") of First L.easide Wealth

Management Inc. ("FLWM"), and the other applicants {collectively, the "Applicants") as

welC as the limited partnerships affiliated with the Applicants which are listed in Exhibit
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"A" hereto {collectively, "First Leaside" or the "Company"). I have been in the position

of CRO since December 6, 2011. As such, I have knowledge of the facts deposed to in

this affidavit. Ta the extent that this affidavit describes events or facts of which I do not

have personal knowledge, 1 have identified the source of the information and, in all

cases, believe it to be true.

2. This affidavit is sworn in support of the application by FLWM and the other

Applicants fior relief under the Companies' Creditors Arrangement Act, RSC 1985, c. C-

36, as amended (the "CCAA"}. The Applicants also seek to have fhe court extend the

benefit of the initial order {inc{uding the stay} to various limited partners in respect of

which Applicant corporations are the general partners (subject to a "carve out" of certain

limited partnerships noted below).

3. Attached hereto as Exhibit "A" is a list of the Applicants, as well as the

corresponding non-Applicant limited partnerships to which the Applicants wish to have

CCAA protection extended.

1. OVERVIEW

4. First Leaside, through its various affiliated companies, trusts, and limited

partnerships ("LPs") (including the LPs which are not part of this filing} runs numerous

businesses, including commercial and multi-unit residential properties and retirement

residences. In general, First L.easide provides investment and wealfh management

services to more than 'i,200 investors who have invested with the Company. First

Leaside also provides ifs investors with estate planning, insurance, accounting, and tax
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services. A simplified organizational chart of the main corporations constituting First

Leaside (but without details of the LPs) is attached hereto and marked as Exhibit "6".

5. First Leaside's operations are centred on firvo primary companies: FLWM and its

wholly-owned subsidiary, First Leaside Securities Inc. ("FLSI").

6. FLS1 is an investment dealer under Ontario securities law and is regulated by

both the Ontario Securities Commission ("OSC") and the Investment Industry

Regulatory Organization of Canada ("IIROC"). FLSI acts as a "one-s#op" investment

organization for First Leaside's clients. Clients use FLSI to manage a portfolio of non-

proprietary investment products, typically consisting of more conservative investments

such as bonds, treasury bills, and marketable securities (the "Marketable Securities")

as well 
as proprietary equity {such as LP units) and debt securities issued by First

Leaside {proprietary equity and debt securities shall hereafter be collectively referred to

as the "FL Products").

7. The Marketable Securities and available cash balances are segregated in

accounts held wifih Penson Financial Services Canada Inc. {"Penson"). Penson is a

member of IIROC and provides back-office brokerage and custody services to a wide

range of investment dealers, including FI.SI. This proposed CCAA proceeding does not

involve any lost or misappropriated client securities. All of the Marketable Securities

which are owned by First Leaside clients are indeed held with Penson and, as I will

describe in further detail below, First Leaside is prepared to allow clients to immediately

transfer their Marketable Securities and cash to another investment dealer despite the
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commencement of these proceedings. If clients wish another investment dealer to hold

their FL Products in segregation, they are free to do so, as well.

8. The FL Products are intended to provide First I~easide investors with consistent

monthly distributions, potential capital appreciation, and, in the case of equity

investments, potential tax deductions. With respect to the FL Products, First Leaside

generally operates as a real estate syndicate that purchases real estate and

rehabilitates it with a view to leasing to tenants at higher rates or reselling the property

at a profit. During the early years of real estate developments, clients are able to

benefit from tax losses generated by properties and also receive regular tax-free returns

of capital.

9. First Lea$ide's real estate projects are generally set up as LPs for which First

Leaside incorporates aspecial-purpose corporation to ac# as a general partner ("GP").

The GPs of First Leaside's Canadian LPs (i.e., those that own property in Canada) are

part of this CCAA filing and the benefts of the initial order are being requested to extend

to the corresponding LPs. The LPs which correspond to the relevant GPs are listed in

Exhibit "A".

10. The success of the- FL Products depends on a robust real estate market. Thus,

the recent economic downturn has had a negative impact on the Company's financial

situation: Firsfi Leaside has realized lower operating income while simultaneously

incurring higher operational costs.

11. Due to th9s turmoil, and other events described below (including action by

securities .regulators}, in earEy 2Q17 Firs# Leaside, through ifs counsel, Cassels Brock &
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Blackwell LLP ("Cassels"), engaged an independent consultant, Grant Thornton Limited

("GTL"), to review its business operations and assess its overall viability. GTL

determined that the Company was facing serious cash flow and operational challenges

and concluded that First Leaside's future viability depended on a number of key factors

and assumptions, including ifs ability to raise capital.

92. Despite the Company's efforts to implement GTL's recommendations, First

Leaside's financial challenges persisted. In particular, during the course of an

investigation by the OSC, First Leaside undertook a voluntary, indefinite cease trade of

all FL Products {the "Cease Trade"), and later suspended all distributions and interest

payments on FL Products. Because First Leaside's business model requires ongoing

capital raising to fund capital expenditures and operations, the Cease Trade precluded

First Leaside from raising equity to de-f~verage properties or to fund business

operations. FLWM had also previously relied on revenues from agency fees charged in

connection with new capital raises, together with other fee revenue relating to new FL

Products, to support corporate operations and #o provide working capital to support

other entities in the gt`oup. The Cease Trade effectively stopped these revenues,

thereby threatening FLWM's ability to operate as a going concern.

13. In December 2011, through my corporation, G.S. MacLeod &Associates Irrc., I

was retained by an independent committee of the board of directors of FLWM (the

"Independent Committee") to review First Leaside's operations and to provide

recommendations of how to deal with various financial and regulatory issues that the

Company faced. Attached hereto and marked as Exhibit "C" is a copy of my retention

agreement. After severs! weeks of careful considers#ion of the situation, I concluded
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that it was unlikely that First Leaside would be in a position to resolve issues with

securities regulators and thereby resume the raising of capital in the near future. On

that basis, I concluded tha# the best course of action for First Leaside was to undertake

an orderly wind-down of operations. Further, 1 concluded that—in light of the complex

corporate structure of the Company, the complex web of numerous inter-company debts

and contractual relationships among the corporations, trusts, and LPs in the First

Leaside group, and the fact that many First Leaside clients have debt and/or equity

investments in multiple First Leaside entities—the proper way to deal with First

Leaside's assets and liabilities was to bring the Company within acourt-supervised

process so that all s~akeho[der interests can be dealt with in one forum, in a

consolidated manner, and recoveries can be maximized. That forum is this CCAA

proceeding.

14. First Leaside and the LPs are the owners of numerous real properties located in

Ontario, British Columbia, and Texas. The properties ir~clude retirement residences,

renfa! apartments, industrial facilities, development projects and raw land.

15. First Leaside's U.S. properties are not, for the present time, intended to come

within court-supervised insolvency proceedings whether under the CCAA or Chapter 17

of the U.S. Bankruptcy Code (the "USBC"). First Leaside beEieves that such properties

may be able to continue operations over the anticipated wind-up period using the cash

flows that they generate and pay their liabilities as they come due, assuming that

revenues can be increased and capital costs contained.
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II. FIRST LEASIDE'S BUSINESS

General

16. First Leaside was founded in 1989 by David Phillips, an experienced investment

advisor and trader who had worked at major brokerage firms. Mr. Phillips wanted to

create financial products that were more favourable to investors than those then

available in the market.

17. In 1992, Mr. Phillips oversaw the acquisition of First Leaside's first properties, the

Wymberly Pointe and Wymberiy Crossing apartment complexes in Grand Prairie, Texas

(near Dallas), for $10 million, through a real estate syndication.

18. Since that time, First Leaside has acquired and developed numerous other

properties in Texas, expanding to properties in Ontario several years ago, and last year

to British Columbia. Apart from straightforward investments in rental real estate

projects, First Leaside also has a series of other investments, including ownership of

several accounting firms in Alberta and an interest in a brewery/cidery in Ontario. First

Leaside.also has an interest in seven small start-up technology companies.

Corporate Structure — Operating Companies

19. FLWM is the ultimate parent company of First Leaside. Affiliated with FLWM are

six wholly-owned subsidiaries that are operating companies, including FLS{, FL.

Securities Inc. ("FL Securities"), First Leaside Finance Inc, ("FL Finance"), First

Leaside Management Inc. {"FL Management"), First Leaside insurance Inc. ("FL

Insurance"), and First Leaside Accounting and Tax Services Inc. ("FL Services")
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(FLWM and its operating subsidiaries shall hereafter be referred to collectively as the

"Operating Companies").

FLWM

20. Mr. Phillips owns all of FLWM's common shares. FLWM has also issued

preferred shares, with 96.7% of such shares being owned by First Leaside investors

and the remaining 3.3% by Mr. Phillips. FLWM's preferred shares are in several series

and provide dividends at annual rates of 6%, 8%, or 10%, depending on the series.

21. First Leaside generates revenue to cover expenses and pay dividends by

charging fees to First l.easide clients, bo#h in connection with the sale of new

investment products (such as LP units), and as ongoing asset administration fees

{calculated as a percentage of client investment holdings).

22. FLWM also owns a small pool of assets including:

(a) four small accounting firms;

(b) a 33.3% interest in First Leaside Retirement Residences LP;

(c) a 34.9% interest in First Leaside Beverages Limited Partnership, which

operates a brewery/cidery;

(d) marketable securities;

(e) note receivables from investors who borrow short term funds to acquire

-units in various LPs;

(fl an interest in seven start-up technology companies; and

(g) an art collection.
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23. Attached hereto and marked as Exhibit "D" is a copy of FLWM's internally-

prepared financial statements as at December 31, 2010 for the 12 months ending as of

such date.

FLS

24. FLSI is an investment dealer that is regulated by the OSC and IfROC. It is

through FLSI that First Leaside clients invest their money in both the Marketable

Securities (held in segregation by Penson) and also the FL Products issued by various

First Leaside entities. FLSI is also a member of the Canadian Investor Protection Fund

("CIPF"), which provides coverage of up to $7 mi{lion per client as a result of securities

in client accounts that are lost as a result of the insaivency of a CIPF member.

(However, the CIPF does not cover investment losses resulting from the changing value

of securities or default by the issuer of securities.)

25. FLSI charges agency fees, business development fees, and acquisition analysis

fees for its services. Attached hereto and marked as Exhibit "E" are FLSI's unaudited

financial statements as at December 31, 2011.

26. Since FLSI became an IIROC dealer, and up to June 30, 20'f 1, if has invested

approximately $370 million on behalf of First Leaside clients. Approximately $86 million

of funds invested were in publicly-traded securities, including Marketable Securities,

which are held by for the benefit of First Leaside clients. Attached hereto and marked

as Exhibit "F" is a table summarizing the third party marketable securities of First

Leaside investors held at Penson as at February 14, 20'[ 2.
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27. Although First Leaside may be insolvent, its client accounts containing

Marketable Securities are all intact and held in segregation by Penson. C{ients wilt

therefore suffer no loss of Marketable Securities either now or as a result of the CCAA

proceeding. first Leaside specifically requests a term in the CCAA initial order

permitting First Leaside clients to immediately transfer the Marketable Securities and

cash held with Pensan to another investment dealer, thereby allowing clients to sell,

trade, or maintain their Marketable Securities despite the CCAA proceeding.

28. With respect to the FL Products, those client investments are also intact in the

sense tha# First Leaside clients do hold legitimate preferred shares, common shares, LP

units, notes, and debentures in the various First Leaside entities and First Leaside does

have up-to-date records of such client holdings. However, the value of individual FL

Products is uncertain at this point in time because of the Likelihood of losses in the

various FL entities. For example, many First Leaside LPs have an equity deficit

because there may be limited or no proceeds left to be paid to unitholders after

mortgages and no#es are paid.

29. FLSI raises debt through a related entity, First L.easide Wealth Management

Fund,{a trust}, at an interest rate of 7% per annum.. FLSI also raises debt through other

entities, such as Special Notes Limited Partnership, and Special U.S. Notes LimitP~l

Partnership.

FL. Finance

30. ~ Traditionally, various Firsfi Leaside LPs and corporations have raised more

capital than required for their immediate needs. For example, many LPs sold units to

Legal'7188905.14

57



m

investors before a specific project was identified or land was purchased, and it was not

uncommon for months to pass before a property was acquired. However, since First

Leasid~ promised investors subs#antial regular distributions (often 6% or 7% per

annum} on their LP units or notes, and adequate returns could not be obtained by

leaving surplus cash in the bank, the LPs with idle capital required some way to

generate income to fund those distributions.

31. Thus, First Leaside facilitated the intercompany financial arrangements, using FL

Finance as a condui# to borrow surplus funds from some First Leaside entities, and #hen

lend them to other First Leaside entities that required money (such as to rehabilitate

properties). The interest rates paid on these loans were typically in the range of 6% to

7% per annum. All of these inter-company loans which FL Finance has facilitated have

been duly recorded in First Leaside's records.

32. FL Finance is not registered under Ontario securities laws because it does not

distribute or deal.in securities.

33. In addition to its capacity as a "central bank" far First Leaside, from time to time

FL Finance also acted as a buyer of client positions in FL Products through FLSI. Prior

to the fall of 2011, First Leaside had an informal policy of arranging purchases of

otherwise illiquid LP units from investors that wished to exit from their investments.

Each unit was initially issued at a price of $1 per unit. As of February 12, 2012, FL

Finance held approximately $16.66 million in LP units, based on a price of $1 per unit.

34. Attached hereto and marked as Exhibit "G" is a copy of FL Finance's internally-

prepared financial statements as at December 31, 2010
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FL Securities

35. FL Securities, which is a different corporation than FLSI, is an exempt market

dealer ("EMD") that is registered with the OSC. FL Securities acts as an asset manager

and promoter of real estate assets. For its services, FL Securities charges promotional

fees, acquisition analysis fees, property management fees, and advisory fees. Despite

its registration as a dealer, F'l. Securities does no# engage in securities trading activities.

Alf securities trading activities within First Leaside are conducted exclusively by FLSI.

FL Management

36. FL Management is the property manager of certain Canadian First Leaside

properties. It charges a(I Canadian properties a services fee equal to 2 to 4% of annual

net revenues.

37. FL Management employs one individual who is the senior property manager for

Canada and wha also has partial responsibility for First Leaside's U.S. properly

management. The day-ta-day management of the U.S. properties is, however,

conducted by a third party U.S. firm that reports to FL Management on a weekly and

monthly basis.

38. In regard to the retirement residences described below, PrimeTime Living I..P

manages the day-to-day operations of that portFolia of properties. Finally, for the

remaining Canadian properties, including Queenston Manor and Harmony (described

below), on-site managers are employed by the entities. Attached hereto and marked as
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Exhibit "H" are FL Management's unaudited financial statements as at December 31,

2010.

FL Insurance

39. FL Ensurance is licensed as a corporate insurance agency with the Financial

Services Commission of Ontario. FL Insurance sells, as agent, a variety of third party

insurance policies to First Leaside investors. FL insurance generates a small amount of

commission income annually (approximately $55,000) as a result of its sales of

insurance policies.

40. Attached hereto and marked as Exhibit "I" are the unaudited financial

statements fior FL Insurance as at December 31, 2011.

FL Services

41. FL Services provides personal income tax preparation services for Canadian and

US investors.

42. ,Attached hereto and marked as Exhibit "J" are the unaudited financial

statements for FL Services as at December 31, 2010.

Corporafic Structure -LPs

43. First L.easide's investors may invest in the Company's various ventures by

purchasing LP units. First Leaside has two types of LPs: individual LPs that acquire

and operate a singEe property or development, and "aggregator" LPs that Hold units of

multiple LPs.
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44. All types of LPs that First Leaside has formed were structured to provide tax

advanfiages to investors as well as regular distributions (typically consisting of tax-free

returns of capital in the early years).

45. Generally, First Leaside forms LPs to raise capital in order to locate and acquire

real estate that has not been fully or effectively developed. The LPs typically acquire

real esfiate from a third party in an arm's-length transaction. The cos#s to iden#ify,

acquire, and rehabilitate a property usually generate a loss for the LP in the first few

years. The LP's investors realize this loss and offset it against their other income,

thereby creating short-term tax benefits.

46. Each year a certain percentage of money invested in an LP is distributed by the

LP to investors as a return of capital (and, hopefully, in later years, as income from the

property), thereby providing investors with a regular cash flow regardless of the stage of

the LP's project. Typically, LPs promised a regular annual return to investors in the

range of 6% or 7% per annum.

47. Lafer ~on, ifi an LP acquires rental property that is leased after its rehabilitation,

the rental payments produce operating income and cash flow that could be distributed

to investors on a regular basis. ff a properEy is sold after it is rehabilitated, investors can

realize cash proceeds (and generate capital gains). The proceeds from a sale can be

withdrawn from First Leaside ar "rolled" into new LPs tha#are subsequently created.

48. Given the level of fees charged to LPs by FLWM to sell LP units, and identify,

purchase, and manage properties, as well as the significant returns of capital to

investors by way of distributions, investors in longstanding LPs have likely had the cost
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base of their investments "ground down" to minimal amounts. In other words, some

investors have already received back all or a substantial portion of their initial invested

capital through a combination of return of capital and the tax benefits associated with

the LP's losses. As a consequence, the properties are often highly leveraged.

49. There are numerous LPs within First Leaside. Certain LPs and their related

holdings are listed below.

a. First Leaside Expansion Limited Partnership {"FLEX")

i. FLEX is one of First Leaside's Canadian real estate LPs. Attached
here#o and marked as Exhibit "K" is an organizational chart for
FLEX. Because FLEX owns more than one property, it is one of
First Leaside's aggregator LPs.

ii. FLEX owns the following properties and LPs:

• First Leaside Entities LP {"Entities"): Entities owns two
properties in Uxbridge that are adjacent to the Victoria St.
Building {which is detailed below). One property is 1.57
acres and is currently being used as a parking lot fior
construction workers, while the other is 0.59 acres of land
with a small commercial building, and is currently not
producing income;

• First Leaside Growth LP ("Growth"): Growth owns a fully
occupied 70,000 sq. ft. industrial building in Brampton,
pntario. The property has been profitable since 2008 and
was projected to remain profitable through 2013. The
property has been sold pursuant to an agreement for
purchase and sale and the sale is scheduled to close in
March 2012;

• Queenston Manor LP ("Queenston): Queenston owns a 77-
unit retirement living apartment complex in St. Catharines,
Ontario. The complex is presently 92% occupied. Rooftop
solar panels are currently being installed at the property and
once installed are expected to generate $53,000 a year.
Before capital expenditures, the property has been profitable
since 2008, and was expected to remain profitable through
2013. Queenston has been listed for sale and management
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is currently considering an offer that has been made on the
property;

• First Leaside Unity LP ("Unity"): Unity owns 2.74 acres of
land in Wheatley, Ontario, that is zoned for a residential
townhome complex. Uni#y has already comple#ed and so{d
three townhomes. FLEX had planned to develop and sell an
additional 16 townhomes over a period of six years
beginning in 2012; and

FLEX had intended to build a four floor, 58,182 sq. ft. office
building {"Victoria St. Building"} for First Leaside on 'f .Q4
acres at 4 Victoria St. in Uxbridge, Ontario. This building
would have been the new head office of First Leaside.
However, construction of the Victoria St. Building was hated
in the fiall of 2011 due to a lack of funds following the Cease
Trade. As a result of this stoppage, eleven construction
liens have been placed against the Victoria St. Building and
the property owned by Entities. The total amount of these
liens is $3,446,276.29. Additional details of these liens are
attached hereto and marked as Exhibit "L".

iii. FLEX raises equity and, in the past, paid a 6% distribution. FLEX
has raised debt #hrough the Development Notes LP ("Development
Notes"), and paid a 7.75% interest rate. FLEX also raised debt
through the FLEX Fund, paying a 6% interest rate.

iv. FLEX has also raised $3.45 million which was used to fund a
syndicated mortgage on the Bramtree property.

b. Wimber{y Apartments LP ("WALP"~

WALP is an Ontario limited partnership which, through a series of
Texas limited partnerships, holds a variety of properties in the
United States (specifically, Texas). Attached hereto and marked as
Exhibit "M" is an organizational chart for WALP. WAL.P owns the
assets listed below and, as such, is one of First Leaside's
aggregator LPs.

F.L. Master Texas Ltd. ("Master Texas"): Master Texas
owns six LPs fihat each own one apartment complex in the
Dallas/Ft. Worth area;

{I) Buffs of Lakewood: The property is a 233-unit rental
apartment building located in Da(las, Texas. The
building is currently undergoing a rehabilitation
program that is scheduled to be completed later this
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year. The property is expected to reach 95%
occupancy by May 201 Z. The property is expected to
be profitable, before capita! expenditures, in 2Q12 and
2013;

(II) Old Mill Ponde Apartments: The property is a 244-unit
rental apartment building located in Arlington, Texas.
The building is currently undergoing rehabilitation and
is not ful{y occupied. The property has not been
profitable for the last several years;

{III) Pres#on Racquet Club: The property is a 184-unit
condominium complex located in Dallas, Texas.
Although the property has not been profitable for the
past several years, it is nearing the end of a
rehabilitation program and is expected to be profitable
in 2012 and 2093 before capital expenditures;

(lam Shores Apartments: The property is a 236-unit rental
apartment building located in Arington, Texas. The
building is currently undergoing a rehabilitation
program and is not fully occupied. The property has
not been profitable for the las# several years;

(~ Wymberly Crossing Apartments: a 212-unit rental
apartment building in Grand Prairie, Texas. The
property is expected to be profitable, before capital
expenditures in 2012 and 2013, once the
rehabilitation program is completed and rent is
increased; and

(VI) Wymberly Pointe Apartments: The property is a 208-
unit rental apartment building located in Grand Prairie,
Texas. The property is expected to be profitable,
before capital expenditures, in 20'!2 and 2013, once
the rehabilitation program is completed.

• F.L. Master Sherman Ltd. {"Master Sherman"): Master
Sherman owns four LPs that each own an apartment
complex in the Sherman, Texas area;

(I) Country Village Apartments: The property is a 148-
unit rental apartment building. This property is also
currently undergoing a rehabilitation program that is
scheduled to be completed later this year. The
property has been profitable since 2008, and is
projected to remain profitable through 2013;
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{II) Creekview Apartments: The property is a 144-unit
renta{ apartment building. The apartments are
currently undergoing a rehabilitation program that is
scheduled to be completed later this year. The
property has been profitable, before capital
expenditures, since 2008, and is expected to increase
its profitability through to 2013 due to an expected
increase in occupancy, completion of the
rehabilitation program, and a series of rent increases;

(II(} Parkview Apartments: The property is a 200-unit
rental apartment building that is currently undergoing
a rehabilitation program. The program is scheduled
to be completed later this year. The property has
been profitable since 2fl08, and is expected to remain
profitable, before capital expenditures, through 2013;
and

(I~ Raintree Apartments: The property is a 744-unit rental
apartmenfi building that is currently undergoing a
rehabilitation program. The rehabilitation program is
scheduled to be completed later this year. The
property has been profitable since 2008, and is
expected to remain profitable, before capital
expenditures, through 2013.

• F.L. Sedona Creek Ltd. ("Sedona"}: Sedona owns an
apartment complex in the Dallas area. There is currently no
scheduled rehabilitation program planned, and the
occupancy rate is projected to increase through Sep#ember
2012. Sedona is expected to be profitable in 2012 and
2013.

ii. WAL.P has raised debt and equity in several different ways. WALP
has raised equity and paid a 4% distribution as return on capital.
First Leaside Fund raised debt at bearing 9% annual interest for
WALP. Ad~lifiQnaHy, Wimberly Fund I raised debt at an interest rate
of 8%, and Wimberly Fund II raised debt at interest rates of 7% and
8%. Debt raised for the Master Sherman-owned properties has
been through First Leaside Properties Fund at an interest rate of
9%. Finally, WALP raised $5.3 million through a syndicated
mortgage for Sedona and a church property located near Sedona;

c. First Leaside Retiremen# Residences LP ("Retirement")

Retirement owns 54.1 % of PrimeTime Living LP. PrimeTime Living
LP owns several retirement residences and development properties
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that are listed below. Retiremenfi's 50.1 % interest in PrimeTime
Living LP is shared amongst multiple First Leaside entities in the
following proportions: 16.67% by First Leaside Wealth Management
Holdings lnc., 20% by Progressive (defined blow), 30% by
Universal (defined below), and 33.3% by FLWM.

• Abby Lane Retirement Residence/Whiterock Medical: This
project consists of a medical facility that occupies 40,000 sq.
ft., and an 80-unit retiremen# home occupying 2,000 sq. ft.
in Surrey, British Columbia. The medical centre and the
retirement residence are located on 2.3 acres of land. The
property is currently being developed and is expected to be
completed in February 2013;

The Birkhall aetirement Residence: This property is an 83-
unit, 80,000 sq. ft. retirement home in Vernon, British
Columbia. The residence is situated on 3 acres. The
property is currently being developed and is expected to be
completed later this year;

The Heatherwood Retirement Residence: This property is an
87-unit, 40,000 sq. ft. retirement residence in St. Catharines,
Ontario. The residence is situated on 1.5 acres of land; and

St. Catharines Place Retirement Residence: This property is
an 87-unit, 40,000 sq. ft. retirement home in St. Catharines,
Ontario. The residence is situated an 1.5 acres of land.

d. First Leaside Realty LP &First Leaside Realty II LP (collectively, "Realty !
8~ ~f~

Realty I & II own 3,996,160 equity LP units of WALP. Realty I & II
raise equify and previously paid a 4.75% distribution. Attached
hereto and marked, collecfiively, as Exhibit "N" are the unaudited
financial statements for Rea(ty I as of December 31, 2010 and
Realty II as afi September 30, 2011.

e. First Leaslde Acquisitions LP ("Acquisitions"~

i. Acquisitions owns three assets:

• 143,680 equity LP units of WALP;

• 625,800 equity LP units of FLEX; and

• 278,880 equity LP units of F.L. Spring Val[ey LP.

ii. Acquisitions raises equity and paid a 9.5% return of capita!
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distribution. Attached hereto and
unaudi#ed financial statements for
2a~ o.

First Leaside Investors LP {"Investors"}

Investors owns two LPs:

marked as Exhibit "O" are the
Acquisitions as at December 31,

• Harmony Townhome LP ("Harmony"): Harmony is a 50-unit
townhome complex in Tilbury, Ontario; and

• Mill Street LP ("Mitl St,"): Mill St. is a 3.74 acre plot of land in
Uxbridge, Ontario with a small heritage home.

ii. Investors raises equity and paid a 6% return of capital distribution.
There is also a 6% syndicated mortgage on Mill Street. Attached
hereto and marked as Exhibit "P" are the unaudited financial
statements for 1 nvestors as at December 3'I , 247 0.

First Leaside Progressive LP ("Progressive")

Progressive owns two assets:

• a 20% ownership interest in Retirement;

• Uxbridge Development LP {"Cemetery Road"), 23 acres of
land, only four acres of which are developable, in Uxbridge,
Ontario.

ii. Progressive raises equity and paid a 6% distribution. There is also
a syndicated mortgage on Cemetery Road bearing interest at 6%
per annum. Attached hereto and marked as Exhibit "Q" are the
draft unaudited financial statements for Progressive as at
December 31, 2010.

First Leaside Universal LP ("Universal")

i. Universal owns a 3Q% interest in Retirement. Universal raises
equity and paid a 6% distribution. Attached hereto and marked as
Exhibit "R" are the draft unaudited financial stafiements for
Universal as at December 3'[, 2010.

F.~. Sprina Valley l.P ("Spring Vallev")

Spring Valley owns

• 689,608 LP units ofi WALP;
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• 640,000 trust units in the Wimberly Fund; and

a shopping mall in the greater Dallas, Texas area.

ii. Spring Valley raises equity and paid an 8% return of capital
distribution. Attached hereto and marked as Exhibit "S" are the
unaudited financial statements for Spring Valley as at December
31, 2010.

j. FLWM Holdings LP ("FLWM Holdings"~

i. FLWM Holdings owns a 16.67% ownership interest in retirement
and a 10.91 % ownership interest in Beverages (defined below).
Although equity has been raised, no distributions are paid.

k. First Leaside Global LP t"Global")

i. Global does not have any assets, other than an account receivable
from FL Finance. Global raises equity and paid a 7% distribution.

ii. Global had previously entered into an agreement of purchase and
safe to purchase property in Florida. However, the sale failed to
close as a result of funding issues arising as a result of the Cease
Trade. Glaba! is currently pursuing legal action in the U.S. to
recover its deposit.

1. First L.easide Venture LP ~"Ventures"~

• Ventures owns a 50°!o interest in the Birkhall Retirement
Residence, in addition to the assets listed below.

78Q Isabella Street (Ottawa} LP: This L.P owns The
Palisades Club, a 54-unit retirement condominium in Ottawa,
Ontario. The residence is situated on 0.49 acres of land;

• 480 Metcalfe Stree# (Ottawa) LP: This LP owns The
Palisades Retirement Residence, a '(00-unit retirement
residence in Ottawa, Ontario. The residence is situated on
0.68 acres of land;

The Redwoods Retirement Residence (Ottawa)
("Redwoods"): Ventures purchased this property on August
26, 2071, from KingSett Reaf Estate Growth LP No. 2, along
with the Palisades Retirement Residence, for aggregate
consideration of $65 million and, as park of the purchase
price, Ventures assumed an $4Q million mortgage in favour
of CIBC;
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Cherry Park Retirement Residence: This property is a 64-
unit 61,288 sq. ft. retirement residence that is located in
Okanagan, British Columbia. The residence is situated on
0.68 acres of land;

• Orchard Valley Retirement Residence: This property is a 66-
unit, 66,597 sq. ft. retirement residence located in
Okanagan, British Columbia. The residence is situated on
0.64 acres of land; and

• Shores Retirement Residence: This property is a 66-unit
66,580 sq ft re#irement home in Kamloops, British Columbia.
The residence is situated on 7.4 acres of land, and has land
that has nofi yet been developed.

ii. Ventures raises equity and paid a 7%distribution.

iii. Attached hereto and marked as Exhibit "T" are the unaudited
financial statements for Ventures as of July 31, 2011.

m. First Leaside Visions I and First Leaside Visions II LP ("Visions I & It")

Visions (& Il owns seven start-up technology companies in Ontario.
Visions I & II was estabEished to take advantage of Ontario
Commercialization Investment Fund grants, which constitute up to
30% of the investment. Visions i & I1 do not pay any distributions.
Attached hereto and marked, collectively, as Exhibit "U" are the
unaudited financial statements for Visions I & 1! as at December 31,
2011.

n. First ~.easide Mort~ge Fund ("Mortgage Fund"}

Mortgage Fund holds a $5.3 million syndicated mortgage on
Sedona and the Sherman church property in the WALP porfiFofio.
Attached hereto and marked as Exhibit "V" are the unaudited
financial statements for Mortgage Fund as at June 30, 2011.

o. First Leaside Beverages LP f"Beverages")

i. Beverages owns a majority interest in a brewery and cidery and the
land and building upon which the cidery is situated. Since
Beverages holds a minority portfolio interest in the brewery and
cidery, Beverages is not applying for CCAA protection.

ii. Beverages is owned 10.9% by FLWM Holdings, 8.3% by
Progressive, and 34.9% by FLWM. The remaining 45.9% of

Beverages is held by third party investors.
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iii, First Leaside is presently in discussions to sell is collective 54.1
interest in Beverages. If such sale is completed, FLWM Holdings,
Progressive, and FLWM wi[I be able to receive proceeds which can
then be used to pay creditors in accordance with their priority.

The Blind Pools

50. Although most of Firsfi Leaside's LPs hold interests in identifiable properties,

there are a small number of LPs vrhere clients provided investment funds without

knowing where funds were likely to be invested. Each of these LPs is known as a "blind

pool" (a "Blind Poo! LP"). Some of the funds that the Blind Pool LPs have raised have

been lent to FL Finance and then re-lent to WAL.P to fund its rehabilitation projects and

operating losses. The Blind Pool LPs were largely tax-driven investments designed to

provide investors with tax savings.

51. Details of the Blind Pool LPs existing at the time of the Cease Trade are as

follows:

a. First Leaside Select LP !"Select")

i. Select does not have any assets, other than amounts due from FL
Finance. The majority of the funds it has raised have been lent to

.. FL Finance. Select paid a 7% distribu#ion. Attached hereto and
marked as Exhibit "W" are the unaudited financial statements for
Select as at December 31, 2010.

b. First Leaside Elite LPG"Elite"}

i. EHte is a Blind Pool LP and does not have ar~y assets, atl7er than
an account receivable from FL Finance. The majority of the funds
that Equity has raised have been lent to FL Finance. Elite paid a
7% distribution. Attached hereto and marked as Exhibit "X" are
the unaudited financial statements for Elite as of December 31,

.. 2011.

c. First Leaside Premier LP ("Premier")

r. Premier is a Blind Pool LP and does not have any assets, other

than an account receivable from FL Finance. The majority of the
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funds that Premier has raised have been lent to FL Finance.
Premier paid a 7% distribution. Attached hereto and marked as
Exhibit "Y" are the unaudited financial statements for Premier as
at December 31, 2010.

d. First Leaside Ultimate LP ("Ultimate")

i. Ultimate is a Blind Poo( LP and does not have any assets, other
than an account receivable from FL Finance. The majority of the
funds that Ultimate has raised have been lent to FL Finance.
Ultimate laid a 7% distribution. Attached hereto and marked as
Exhibit "Z" are the unaudited financial statements for Ultimate as
at December 31, 2010.

Corporate Structure -Funds

52. A number of investors have invested in units of First Leaside trusts (the

"Funds"). The Funds were created to generate interest income for investors from the

properties already owned within First Leaside through an investment that was eligible

for tax deferred plans such as RRSPs. The Funds created access to capital for other

First Leaside entities thafi could be used to fund operations and rehabilitation programs

and make additional property acquisitions. Capital raised by selling units of the Funds

was, in turn, invested by the Funds in unsecured promissory notes issued by other First

Leaside entities that already owned property. By lending to other First Leaside entities

at specified rates of interest, the Funds aimed to earn steady income that could be

distributed to investors. However, as with any First Leaside entity that made inter-

company loans, the t-unds bear fhe risk that such loans will never be repaid.

53. Since the Funds are trusts, and not corporations, they do not form part of the

proposed CCAA filing. It is intended that the Funds will remain inactive, except to

assert their rights as a creditor of other first l.easide entities.

Legal`7188905.14
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EVENTS LEADING TD THE CCAA FILING

54. The OSC began investigating first Leaside in the fall of 2009 and the

investigation continues to date.

55. First Leaside cooperated with the OSC throughout the investigation and

endeavoured to respond to each and every one of the OSC's inquiries. In total, First

Leaside provided the OSC with hundreds of binders of information including offering

memoranda, subscription agreements, client documents, client account statements, and

First Leaside financial records. Mr. Phillips was also examined under oath by the OSC.

56. In connection with this OSC investigation, on March 5, 20'11, First Leaside,

through its counsel, Cassels, retained GTL as a consultant to review, report, and make

recommendations about First Leaside's business, assefis, affairs, and operations. GTL

is a leading Canadian accounting and business advisory firm that provides audit, fax,

and advisory services to priva#e and public organizations.

57. Shortly prior to retaining GTL, First Leaside voluntarily arranged for appraisals of

its various properties to be attained in order to assess the value of the assets held in its

various entities, GTL later used such appraisals far the purpose of its analysis.

58. From March to August 2011, GTL met with First Leaside personnel to analyze

the business and prepare a report. On August 19, 2011, GTL released a detailed report

on Firsfi Leaside's operations ("GTL Report"). A copy of the GTL Report is attached

hereto and marked as Exhibit "AA".
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59. The GTL Report disclosed that, as at August 19, 2011, the fair market value

("FMV") of First Leaside's real property based, in part, on the third party appraisals of

the real property holdings obtained by First Leaside was worth mare than the third party

mortgages on the respective properties.

6U. However, the GTL Report identified numerous issues that threatened First

Leaside's future viability and which continue to exist today.

6'I. After the GTL Report was released, First Leaside took sf~ps to implement the

GTL Report's recommendations. it hired four additional employees to improve its

accounting resources and fiinancial reporting.

62. On November 3, 201'1, First L.easide's board of directors a[so took steps to

strengthen its corporate governance by appointing the Independent Committee to

assume all decision-making authority in respect of First Leaside and oversee the

Company's operations. As such, since that time, Mr. Phillips has no longer been in

charge of the management of First Leaside.

63. The Independent Committee is composed of the following individuals, aU of

whom have significant business skills and experience:

(a) l.eo de Bever: Chief Executive Officer and Chief Investment Officer of

Alberta Investment Management Corp. (an Alberta Crown corporation that

manages pension, endowment, and other government funds);

(b} Douglas Hyatt: Professor of Business Economics, Rotman School of

Management, University of Toronto;

(c) John Cook: President of Tormin Resources Limited and Anton Resources
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Corporation, Chairman of Premier Gold Mines Limited, and a director of

several mining companies; and

(d) Robert Gauld: a chartered accountant and former controller of A.

Schulman Canada Ltd.

Regulatory Issues

64. The GTL Report was provided to the OSC and IIROC immediately upon release.

In late October 2011, in response to the GTL Report and other information received

from First Leaside, the OSC informed First Leaside that, if satisfactory arrangements

were not made to deal with First Leaside's situation, they were almost certainly going to

take regulatory action including seeking a cease trade. At the same time, IIR4C

notifiied FLSI by letter dated C?ctober 28, 2011, that it had been designated as being in

discretionary early warning level 2 as a result of the pending regulatory action. In this

letter, {IROC advised thafi, pursuant to its Rules, FI~SI was prohibited from

(a) reducing that firm's capital;

(b) repaying subordinated indebtedness without (IROC approval;

(c) making bonus, loan, or capital payments to any director, officer, or affiliate

of FLSI; and

(d) reducing the "non-allowable assets" of FLSE.

65. Attached hereto and marked as Exhibit "BB" is the October 28, 2019 letter from

(IROC to David Phillips on behalf of FLSI.

66. First Leaside advised IIROC and the OSC that if was prepared to put in place

appropriate interim protective measures, but with the hope that business affairs could
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be restructured within several months. For example, First seaside agreed to a voluntary

Cease Trade, which was implemented on October 31, 201'!. Approximately a week

later, First Leaside agreed with the OSC that as part of the Cease Trade, the Company

would send a letter to its investors in a form approved by both the OSC and {IROC

along with a copy of the GTL Report, and to post the letter to investors and the GTL

Report on First Leaside's website. This fetter to investors (attached as Exhibit "CC")

was ultimately sent on November 7, 2011, and provided frank disclosure about the GTL

Report, the OSC investigation, and the concerns about First Leaside's viability.

67. On November 4, 2011, First Leaside retained GTL as an independent monitor to,

in part, satisfy the OSC and IIROC that the Company was implementing a restructuring

plan and esfiablishing rigid reporting requirements. GTL has been providing, and

continues to provide, the OSC and IIROC with regular ongoing reports about First

Leaside's financial affairs.

68. In..mad-November 2071, the Independent Committee engaged a third party

financial consultant to conduct a detailed review of the financial state of all material First

Leaside,entities with a view to creating a restructuring plan pursuant to which First

Leaside could emerge from the Cease Trade.

69. First Leaside also recognized at that time that, in order to restructure, it would

need to conserve as much cash as possible, especially given its inability to raise further

capital (because of the Cease Trade}. As such, the Independent Committee decided to

cease all distributions to clients indefinitely, including:

(a} distributions to LP unitholders;
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(b) infierest payments on client notes/debt (including the corresponding

distributions made by Funds that hold promissory Hates issued by other

Firs# Leaside enti#ies); and

(c} dividends on common or preferred shares.

7Q. On November 2$, 2011, First Leaside sent a letter to investors (attached as

Exhibit "DD") providing notice of the suspension of distributions. There have been no

distributions since that date.

71. In early December 2011, with the input and approval of the OSC, the

Independent Committee caused First Leaside to retain my corporation as CRO. The

Independent Committee asked me to develop a workout plan for First Leaside. The

workout plan was finalized in late January 2012. The goal of the workout plan, which is

described below, is to maximize recoveries for First Leaside's stafceholders.

72. Through December 2011 and into January 2012, i considered plans to move

forward with the operations of First Leaside as well as plans to windup all or parts ofi

the business. f was cognizant of the limited cash reserves available within Firsfi Leaside

under the Cease Trade and the projected time over which those reserves would be

exhausted. In that contexfi, I took careful note of the risks and uncertainties associated

wi#h the ~o-forward prnpc~sal~ given ~h~ Significant risk of exhausting the cash reserves

before completing a successful exit from the Cease Trade. After carefully analyzing the

situation, my ultimate conclusion was that it was too risky and uncertain for First

Leaside to pursue a resumption of previous operations, including the raising of capital.

My recommendation to the lrtdependent Committee was that First Leaside instead

underEake an orderly wind-down of operations, involving:

E.egal*7188905.14
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(a) completing any ongoing property development activity which would create

value for investors;

(b} realizing upon assets when it is feasible to do so (even where optimal

realization might occur over the next 12 to 36 months);

(c) dealing with the significant inter-company debts; and,

(d) distributing proceeds to investors.

73. it is my recommendation to the Independent Committee that an orderly wind-

down presents the best opportunity to maximize the recovery by investors.

74. I presented my recommendations to the Independent Committee and it approved

my recommendation thaf First Leaside's affairs be wound down.

75. As (will describe further below, the best way to promote this wind-down is

through a filing under the CCAA so that all issues—especially the numerous investor

and creditor claims and inter-company claims—can be dealt with in one forum under the

supervision of the court.

76. Since last fall, First Leaside has provided other updates to invesfiors. For

example, on February 8, 2012, after the decision to wind down operations was made,

First Leaside issued an update regarding the outcome of my review of restructuring

options (attached ,as .Exhibit "EE"). Then, on February 9 and 13, 2012, (held

conference calls with investors so that I could answer any questions that the investors

had regarding First Leaside's financial position and anticipated CCAA proceeding.

Ill. FIRST LEASIDE'S FINANCIAL SITUATION
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77. First Leaside has over $370 million in assets under management, which includes

both Marketable Securities and FL Products. As I have described above, the

Marketable Securities are al[ intact and held by Pennon. First Leaside clients will be

able to transfer Marketable Securities and cash to another investment dealer during the

CCAA process.

78. With respecfi to the FL Products, it remains to be determined specifica{ly how

much value will be realized for investors on the LP units, debt instruments, and shares

issued by fihe various First Leaside entities.

79. First Leaside is currently indebted to its secured creditors in the approximate

amount of $176 million, and to its unsecured creditors (including investors holding notes

or other debt.instruments) in the approximate amount of $131.8 million.

80. However, since GTL reported that the aggregafie value of properties in the First

Leaside exceeded the value of the properties, there will be net proceeds remaining to

provide at least some return to subordinate creditors or equity holders (i.e., LP unit

holders and corporation shareholders) in many of the First Leaside entities. The

recovery will, of course, vary depending on the entity. At this stage, however, it is fair to

conclude that there is a material equity deficit bo#h in individual First L.easide entities

and in the overall First Leaside group.

81. Since equity holders are expected to receive some return, that means that, in

many. First Leaside entities, both third party tong term debt (mortgages) and investor

debt (notes) will also be paid in fu{I.
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82. First Leaside's primary stakeholders include mortgagees, unsecured debt

holders, equity investors, and employees, all of which are discussed below.

83. A summary of the fiitle searches for each of the Ontario properties, generally

current to February 16, 2012, are attached to my affidavit as Exhibit "FF"

Secured Debt

84. First seaside has secured debt financing from banks, and unsecured debt from

related party entities and investors. Attached hereto and marked as Exhibit "GG" is a

list of First Leaside's mortgages, including the amount of the mortgage, the property it

relates #o, and the mortgagee. This document contains information to the extenk that it

is available. The appraised value contained in the chart is based on appraisals

obtained for fhe purposes of the GTL Report.

85. First Leaside's primary secured creditors are banks and investors in syndicated

mortgages (collet#ively "Mortgages"} that provided First Leaside with funding to acquire

and service tF~e properties.

86. Firsfi Leaside currently has approximately a total of approximately $975 million in

Morkgages. The Mortgages relate to seven First Leaside LPs: FLEX, WALP, Investors,

Ventures, Spring Valley, Progressive, Retirement, and Beverages. However, since First

L,easide.,only has a portfolio investment interest in Beverages, and Beverages is not one

of the .entities in respec# of which CCAA protec#ion is sought, the debts of that entity are

not discussed below.
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87. FLEX has $7.12 million in secured debt and owns four properties, two of which

are subject to Mortgages. Queenston Manor has a $3.67 million mortgage with Midland

Loan Services, and Growth has a $3.45 million mortgage with Peoples Trust Company

Canada.

88. WALP has $53.73 million in secured debt. Most of WALP's bank mortgages are

held by Wells Fargo or Keybank except far:

(a) the mortgage on the Shores property, which is held by Midland Laan

Services; and

(t~) the mortgage on the Sedona properEy.

89. The Sedona property was mortgaged using a syndicate of non-accredited

investors through Mortgage Fund. As a result of the mortgages, no WALP properties

are held free and clear of encumbrances.

90. Ventures has $75.5 million in secured debt. Approximately $17.78 million of that

debt is held by the Toronto-Dominion Bank ("TD") on three separate properties.

Additionally, there are two mortgages on each of twa Ottawa properties held by

Ventures: $30. 4 million in mortgages, held by Canadian Imperial Bank of Commerce

("CIBC") and KingSett Capital on the Redwoods property, and $27.18 million in

mortgages held by the same two financial institutions on The Palisades Retirement

Residences property. Ventures also has a $515,Q00 syndicated mortgage on the

Vernon property. The mortgages were raised through Mortgage Fund.

91. Retirement also has $33.9 million in Mortgages. Retirement's Whiterock property

is subject to a $5.4 million mortgage held by Fisgard Capital Corporation. The
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Heatherwood property is also mortgaged: $25.5 million in favour of First Ontario Credit

Union, and $3 million in favour of Henry E. Hildebrand and Grace Hildebrand.

92. Investors is subject to $2.13 million in Mortgages on two properties. The

Harmony property is subject to a $1.23 million mortgage with TD Bank. The Mill St.

properly has a $900,OOQ mortgage with Peoples Trust Company Canada.

93. Progressive has a $1.65 million mortgage with Peoples Trust Company Canada

on the Cemetery Road develapmen~.

94. Spring Valley has a $97 0,827 mortgage that is held by Wells Fargo.

95. Finally, FL. Services has a $831,664.87 secured loan with TD.

Construction Liens

96. As noted above, there are also eleven construction liens filed against tour First

Leaside entities including FLEX and First Leaside Realty li fnc., and the Victoria St.

Building and the Entities' owned property. The total amount of these construction liens

is $3,446,276.29. However, one ofi the liens, in the amount of $13,034, is filed on(y

against one of the Entities' properties, and not against either the Victoria St. Building or

the other Entities' property.

Unsecured Creditors

97. The to#ai amount of unsecured creditor debt is $137.8 million_ This unsecured

debt is owed by FLWM, FLEX, WALP, Investors, Progressive, and Mortgage Fund.
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98. FI.WM has $18.3 million in investor debt that has been raised through the FLWM

Fund, Special Notes Limited Partnership, and Special U.S. Notes Limited Partnership.

99. FLEX has $16.4 million in investor debt that it raised through Development Notes

and FLEX Fund. The debt raised through the Development Notes pays an interest rate

of 7.75%, and the FLEX Fund debt pays an interest rate of 6%.

100. FL Finance has borrowed $27.9 million from within First Leaside and lent $10.2

million to other LPs. Further, FL Finance has acquired $'l6.66 million in LP units

through investor redemptions at a rate of $1 per Lp unit.

101. WALP has raised $6$.2 million in debt from First Leaside investors. WALP

raises debt at the Master Texas, Master Sherman, and Sedona levels through the First

Leaside Fund, Firs# L.easide Properties Fund, and Wimberly Fund. Master Texas has a

tofial of $53.8 -million in investor debt: $43.3 million through First Leaside Fund and

$10.5 million #hrough Wimberly Fund. Master Sherman has a total of $14.37 million

investor debt raised safety through First Leaside Properties Fund. Master Sherman has

also issued a $500,000 promissory note.

Equity Investors

102. First Leaside has raised approximately $199.2 million in equity to date through

the sale_of LP units and common and preferred shares. Set out below is a breakdown

of the investor equity investments (based on the purchase price of the equity, but

excluding the effect of losses and distributions of capital in the LPs) per Firs# Leaside

entity: ...
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(a) FLWM — $30.6 million;

(b) FLEX ~ $37.8 million;

(c) WALP — $45.3 million;

(d) Realty I & I! — $4.5 million;

(e) Acquisitions — $1.8 million;

{~ Investors — $fi.7 million;

(g} Progressive — $14.9 million;

(h) Universal — $5.8 million

{i) Ventures -- $14.4 million

(j} FLWM Holdings ~- $3 million

(k} Spring Valley — $2.2 million

(I) Select — $3.6 million

(m) Elite — $6.7 million

(n} Global — $9.2 million

(o) Premier — $5.6 million

{~) ~lltimate — $3 million

(q) Visions I & It — $4.2 million

(r} Mortgages - $11.6 million

103. Equity structures very from one First seaside entity to another. FLWM, far

example, has three series of preferred shares that pay dividends at differing rates.
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FLWM also issues common shares. In contrast, FLEX has only one form of equity

ownership.

Employees

104. Up until the fall of 2011, First Leaside had approximately 5Q employees.

However, due to downsizing over the last several months and the decision to wind down

operations, approximately 30 employees have been temporarily laid off or terminated.

Currently, First Leaside employs 19 salaried employees. First Leaside expects to

reduce its workforce to approximately 11 people by month end,

105. First Leaside's current monthly payroll obligation, including CPP and EI

contributions, is approximately $70,650. Payroll is due semi-month{y.

106. First Leaside will take steps to ensure that it has only the bare minimum of

employees necessary to provide information and to support a restructuring process. In

particular, during the CCAA process, it is likely that staffing levels will be reduced

further, especially as proper#ies are sold.

iV. FiRST LEASIDE'S FINANCIAL TROUBLES

107. First Leaside's success in developing anti rehabilitating real property is

predicated on achieving certain levels of rental revenues and not exceeding certain cost

thresholds. Unfortunately, due to the recen# recession and its negative impact on the

real estate markets in Ontario, British Columbia, and Texas, it has become difficult to

achieve First Leaside's estimated rental revenues. Additionally, the capital rehabilitation

costs have been higher than forecasted.
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108. Moreover, the Cease Trade that First Leaside implemented placed severe

financial constraints on the Company. Almost every First Leaside business unit

depended on the ability of FLWM and its subsidiaries to raise capital firom investors.

Additionally, FLWM depended on a primary revenue stream of brokerage and other fees

from or in connection with new capital and other services provided by First Leaside

entities. In turn, the various LP investments in real estate and commercial enterprises

relied on ready access to new capital from investors as well as regular operating cash

flow from FLWM. The inability to access the capital market had a significant negative

effect on the Company.

109. As noted above, First Leaside's inability to raise capital had detrimental effects

on almost all of its business units. For example, First Leaside made a series of

investments in R&D technology start-up businesses that are owned by Visions I & [I.

These businesses depended on FLWM's ability to raise working capital. Since fhe

Cease Trade, although one of the businesses has {ocated a third parEy financing

commitment through the next operafiing cycle, the others are facing a cessation of

operations.

110. There are also immediate cash flow crises at FLWM and virtually every LP. An

analysis of the current net asset value in FLWM and almost every LP indicates a

substantial loss of investor value.

719. FLWM's financial position has decreased substantially since November 2011

when the Cease Trade was implemented. FLWM's cash reserves have fallen from $2.8

million to $7.6 million at the end of January 2012. Absent new cash from asset

Legal`7188905.14



-39-

disposals, current reserves wilt be exhausted in April. There are no recurring revenue

streams from asset management at present. However, FLWM maintains its $2.0

regulatory capital in FLSI.

112. On December 31, 2011, Ventures defaulted by failing to make a principal

mortgage payment of $4.25 million which was owing to KingSett. KingSett has issued

a default notice and such default has also caused a default in respect of indebtedness

owing to CIBC in respect of the same properties.

713. Investors' Harmony property does not generate sufficient net operating income to

service its mortgage. Absent cash flow from FLWM, a default is imminent.

114. In addition to the problems flowing from the recession and other factors set out

above, First Leaside has also faced regulatory actions that have proved costly.

'E 15. The two year OSC investigation of First Leaside cost the Company substantial

amounts in fierms of oufi of pocket expenses in addition to the internal resources of First

Leaside which were diverEed away from normal operations. The result of the

investigation was an agreement by First Leaside to implement the Cease Trade. The

Cease Trade resulted in lost agency and business development flees for FLWM.

'f 16. The cumulative effect of the events described above have left First Leaside wi#h

a number of properties at various stages of development, but withou# liquidity or

refinancing options to rehabilitate the properties and execute ifs business plan.

117. Despite these defaults (including the failure to pay for construction work and the

resulting construction liens), First l.easide has generally been able to make regular
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mortgage payments to its creditors. While the majority of the properties have generated

sufficient revenue to carry the corresponding mortgage, given the cash constraints on

the Company, it will be difficult for First Leaside entities to make morkgage payments in

the near future, especially given the need to expend monies an property development

and upgrading activities which are necessary to realize proper value when properties

are sold. Although First Leaside has generally been making monthly payments of

principal and interest on mortgages when due, it wil! not be able to do so in the future,

given its cash constraints.

V. THE PROPOSED PLAN

Introduction

118. As CRO, I have defiermined that there is no viable plan to continue First Leaside

as a going concern in light of the risks related to the go-forward strategies that l have

considered and the limited cash reserves fior pursuing those strategies. The largest net

debtors are FLWM, WALP, Ventures, and FLEX. These entities are unable to repay

their inter-company balances from operating cash flows, thereby affecting investor

interests in other entities. There is also insufficient net asset value in these entities to

settle the intercompany balances through the immedia#e liquidation of assets.

119. Thus, the intended plan, which has been approved by the Independent

Committee, is to effectuate an orderly wind-down of First Leaside's operations over a

period of time and in a manner that wi[I create the opportunity to realize improved net

asset value.
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12Q. First Leaside will, in an organized fashion, divest itself of assets, including the

accounting firms it owns in Alberta and British Columbia and FLWM's artwork portfolio.

First Leaside will also negotiate the sale of the majority interest in Beverages and

PrimeTime. This sale is expected to provide working capital to FLWM.

121. Second, as 1 have noted above, first Leaside c{ients hold substantial Marketable

Securities through FLSI which are in segregation at Penson. Since FLSf will wind down

operations, there is no need for clients to continue to hold the Marketable Securities or

available cash balances at Pennon. Accordingly, as part of the CCAA order being

sought, FLSI wishes to allow clients to transfer the Marketable Securities and cash to

another investment dealer. FLSI will cno~erate in this process. First Leaside is a(so

confient to have certificates or other documents at Penson which evidence FL Products

to be delivered to a new investment dealer.

122. FLS1 also holds approximately $2.4 million in regulatory capital consisting of

$1,741,000 of risk adjusted capital plus $25Q,U00 in minimum capital. First Leaside has

been in discussions with IIROC concerning the uses to which the regulatory capital can

be put, especially after the Marketable Securities are transferred to new investment

dealers. First Leaside has agreed to address fIROC concerns by restricting the extent

of the application of the proposed Directors' and Officers' Charge to FLSI assct3.

Other Possible Asset Sales

123. Queenston Manor has been listed for sale, and First Leaside's management is

currently considering an offer that has been made on the property. The sale may
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generate approximately $2 million in net proceeds. To the extent that a binding offer of

purchase and sale is signed, First L.easide will bring a further motion for sale approval.

124. Further, the Company intends to sell FLWM's ownership interest in PrimeTime

Living LP, with the approval ofi Progressive, F'LWM Holdings, and Universal; and

FLWM's interest in Beverages, with the approval of FLWM, Progressive, FLWM

Holdings, and FL Beverages Group LP. The AppEicants will seek court approval of such

transactions.

Refinancing of Ventures

125. Many of the properties that Ventures owns were acquired in the summer of 2011.

For example, on August 26, 2011, First Leaside completed the purchase of Redwoods

and Palisades from KingSett Reaf Estate Growth LP No. 2 for $65 million, part of which

purchase price was satisfied through the assumption of an existing C[BC mortgage.

KingSett also holds a second mortgage on the properties.

126. On September 8, 2091, First l.easide purchased The Shores, Cherry Park, and

Orchard Valley (retirement residences in British Co{umbia) for the aggregate amount of

$25.4 million, $19.4 million of which was financed by a mortgage from TD.

127. At the time of these purchases, First Le~side had always intended to de-leverage

the properties through several means. First, First Leaside had intended to sell further

LP units to raise approximately $25 million in additional capital. Those funds could be

used to complete development work on some of the properties and also reduce the

mortgage debt. First Leaside had also planned to sell a number of condominium units
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in these developments to generate additional proceeds. The Cease Trade interrupted

this process. Because Ventures has not been able to raise more capital, the KingSett

mortgage defaulted (regarding payment of principal) and there are issues of unpaid

contractors on some of Ventures properties in British Columbia.

128. Given the Cease Trade, Ven#ures has been attempting to raise new capital from

other sources, under the supervision of the OSC. On February 15, 2012, Ventures and

Bridge Gap Konsult Inc. ("Bridge Gap"}, a German firm, signed anon-binding term

sheet to sell further LP units and also obtain bridge financing for Ventures. The

#ransactions contemplated by the term sheet are subject to court approval in this CC/aA

process as well as consent of the QSC under the Cease Trade. At#ached hereto and

marked as Exhibit "HH" is a copy of the Ventures-Bridge Gap term sheet (the

"Ventures Term Sheet").

129. The Ventures Term Sheet contemplates that Bridge Gap will:

(a) in the near future provide ashort-term bridge loan of $10 million which wil[

be used as follows:

(i) approximately $4,500,040 will be used to pay down the principal

amount of the KingSett mortgages over Ventures' property;

{ii) approximately $5,000,040 will be used to fund worEcing capital and

contractor costs; and

(iii) $500,O~Q will be used for financing fees; and

(b) subsequen#ly make a $25,00O,OOa investment in Ventures {the "Bridge

Gap Equity Investment") by way of LP units.
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130. Now that the Ventures Term Sheet has been signed, First Leaside intends to

negotiate with Bridge Gap so that a definitive bridge loan agreemen# can be prepared

and signed.

131. The Bridge Gap Equity Investment will like{y take further time to conclude,

because Bridge Gap needs to obtain funding from investment vehicles in Germany and

is first required to obtain approval of German financial regulators.

132. The bridge loan (as subordina#e debt) and the Bridge Gap Equity Investment (as

equity) are intended to be subordinate to the existing mortgages, including those of

CIBC, TD, and KingSett.

133. On February 21, 212, ! (along with other First Leaside representatives, including

the proposed Monitor) held meetings with representatives of CIBC, TD, KingSett, and

Laurentian Bank and their counsel to discuss the proposed CCAA filing. At the

meetings, those creditors expressed concerns about the proposed CCAA proceedings,

especially the fact that the proposed Administrative Charge and Directors' and Officers`

Charge (collectively, the "Charges") would take priority over those lenders' mortgages.

Concerns were also expressed about whether the transactions contemplated by the

Ventures Term Sheet would be completed.

134. Fallowing the meeting, First Leaside considered the fenders' objections and

received input from the Independent Committee. As such, First Leaside made the

decision that the following limited partnerships would not, at this initial stage, be brought

within the scope of the CCAA initial order (collectively, the "Excluded LPs"):
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(a} First Leaside Retirement Residences (Ottawa) Limited Partnership

(b) First Leaside Retirement Residences (Okanagan} Limited Partnership

(c) Cherry Park Retirement Residences Limited Partnership

(d) Orchard Valley Retirement Residences Limited Partnership

(e} The Shores Retirement Residences Limited Partnership

(fl The Redwood Retirement Residences Limited Partnership

(g) 100 Isabela St. (Ottawa} Limited Partnership and

(h) 48q Metcalfe St. (Ottawa) Limited Partnership

135. First Leaside has reserved its right to later bring a motion to extend the CCAA

initial order and stay fio the Excluded LPs and thereby bring them into the CCAA

process.

136. For the near term, however, First Leaside intends to introduce Bridge Gap to

these fenders so that the lenders can assess the viability of the transactions

contemplated by the Ventures Term Sheet. First Leaside also intends to discuss other

options for the property of the Excluded LPs in the event that the Bridge Gap equity

investment and .bridge loan are not put in place.

WALP

137. The WALP properties have, in the past, needed cash for ongoing renovations.

However, after considering matters in depth, First L.easide has determined that it does

not need to immediately seek bankruptcy protection for the U.S. LPs under the USBC.
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13$. First Leaside intends to undertake several short term steps, described below, to

improve the financial viability of the LPs which WALP owns, so that they can be self-

supporting until the completion of a realization s#rategy. First, f am closely monitoring

WALP`s aggressive s#rategy fio increase occupancy of the U.S. properties by the second

quarter of 2072, so that revenues will increase.

139. Second, a number of fhe U.S. properties—including Poin#e, Crossing, and

Sedona—are currently listed for sale. If necessary, the proceeds received from the sale

of a handful of U.S. properties can be used to fund completion of the other U.S.

properties. Expressions of interest have been received from 48 potential purchasers.

First Leaside has also received a number of offers, which we are currently considering.

140. Third, I have taken steps to conserve the amount of cash in the U.S. properties

by de#erring,capital improvements where feasible.

141. Assuming #hat increased rental revenues and decreased capital spending can be

achieved, I have forecast that the U.S. properties will be self-sustaining in 2012, even

without selling any properties.

142. The cash-on-hand in the U.S. properties is largely held at the Ievel of the

individual properties (i.e., the Texas LPs}, not a~ the level of WAl~P. Thus, although the

general partner of WALP is one of the parties seeking CCAA protection, the U.S. LPs

intend to continue to operate (i.e., paying their mortgages and ongoing expenses) in the

normal course despite any CCAA order.
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143. In the event that the above-noted measures are not sufficient to maintain the

U,S. properties in an adequate financial state, First L.easide may need to consider

seeking protection from creditors under the USBC. It may also be necessary to seek

such relief in the event that mortgagees an the U.S. properties declare defaults or

attempt to enforce their security by reason of cross-defaults caused by the CCAA

proceedings.

144. As part of the wind-down, the long-term plan is eventually to sell all of the U.S.

properties. However, given the need to conduct capital improvements on some of them

as well as the Curren#ly weak real estate market in Texas, First Leaside may be required

to operate a number of the properties for one or more years before an acceptable sale

can be achieved.

VI. PROJECTED CASH FLOWS

145. A copy of the Applicants' consolidated projected weekly cash flows wilt be

appended to the Pre-Filing Report of GTL as proposed Monitor, which report is also

being filed in support ofi' the CCAA application.

VII. INITIAL CCAA ORDER SOUGHT

Stay of Proceedings

146. As a result of the financial condition of First Leaside, many creditors will likely

commence enforcement proceedings against First Leaside, including lenders and LP

investors seeking to recover amounts they have tent to and invested in First Leaside. A

stay of proceedings is essential for the protection of First Leas+de's business and the
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properties. Such a stay would create the necessary environment to allow First Leaside

to develop, refine, and implement its wind-down plan. It will also allow First Leaside,

with the assistance of GTL as the proposed Monitor in the CCAA proceedings, to

develop a claims process for First Leaside investors so that that realizations can be

distributed amongst the investors in an equitable manner, with Court approval.

Monitor

147. GTL has consented to act as Monitor in First Leaside's CCAA proceedings, if

such relief is granted by this Court. An executed consent of GTL to act as Monitor will

be filed with the court at the hearing of this application.

Appointment of a CRO

148. Although I have acted as CRO since December 2071, First Leaside is seeking

confirmation and approval of my existing appointment during the pendency of the CCAA

proceedings.

149. Given the relationship between First Leaside and its investors, and the potentially

strained relationship between management and other stakeholders, First Leaside

believes that the appo[ntment of a CRS in these proceedings is critical to ensuring

independence and objectivity during the restructuring process.

150. I have over 25 years of experience in providing strategic advice and leadership to

business organizations. I was a partner in the Financial Advisory Services prac#ice at

De[oitte LLP, where I specialized in corporate restructuring and corporate finance. In

2003, I left Deloitte to set up my own business, G.S. MacLeod &Associates Inc. In this
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new role I have continued to provide advice and management leadership on corporate

reorganizations and transactions to mid-market companies and their stakeholders.

have significant experience working as a CRO, including in relation to Hunjan

Automotive, Bob-Lo Island, Brite Manufacturing, Great Lakes Fish Company, and

Seaquest Corp./Seaquest Capital Corp. I am a Chartered Accountant, Chartered

Insolvency and Restructuring Professiona{, and licensed bankruptcy trus#ee.

151. I was refained by First Leaside as CRO on December 6, 2011, and intend to

continue in my capacity as CRO wi#h the approval of this Court.

152. First Leaside is seeking the approval of the appointment of a CRO and an

indemnity and charge relating to the fees and expenses of the CRO. Such charge is

part of the Administrative Charge that First Leaside is seeking, described below.

Cash Management

153. .Traditionally, the various entities constituting First Leaside have used TD as their

banker and have main#ained multiple current accounts (in excess ofi 50) at such bank.

Many ofi such accounts have limited activity and balances.

154. On February 21, 2012, counsel for TD advised that the bank wi[I require First

Leaside to reduce the number of accounts that it maintains. Although First Leaside is

prepared to do so, such conso{idation will, in effect, create some version of a centralized

cash management system whereby balances from multiple entities are combined in a

smaller number of accounts. However, the reduction of the number of accounts will

make the control and review of First Leaside's financial affairs easier for both the
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Company and the proposed Monitor. For purposes of a CCAA order, First Leaside

seeks permission to establish a centralized cash management system.

Payment of Professional Fees and the Administrative Charge

1~5. 1 believe it is in the interests of First Leaside and all of its stakeholders that Firs#

Leaside's legal advisors, the CRO, the Monitor, and the Monitor's proposed counsel

(B{ake, Cassels &Graydon LLP} (collectively, the "Estate Professionals") assist First

Leasid~ throughout this process fa proceed with the proposed wind-down. The process

will be complicated. The institutiona{ knowledge that the Estate Professionals currently

possess is invaluable given the complicated nature of First Leaside's structure and

financing.

X56. Further, the Estate Professionals will be working with over 1,200 stakeholders to

wind-up First Leaside. This will likely be atime-consuming process that will involve both

fihe institutional knowledge and skills of the Estate Professionals.

157. Consequently, it is necessary for First Leaside to pay the reasonably fees and

disbursements of the Estate Professionals and it is appropriate that the Estate

Professionals be granted a charge in thy: total amount of $1 million (the "Administrative

~har~~") Qn the as~et~ ~f Firs# ~~~si~e as security for amounts owing by First Leaside

to them. It is proposed that the fees of all of the Estate Professionals—except counsel

to the Independent Committee (who are proposed to come within the D&O Charge)—be

secured under the Administrative Charge.

Allocation o~ Restructuring Costs
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158. The Esfate Professionals intend to devise a protocol far allocating among the

various Applicants, where possible, their fees and disbursements associated with the

restructuring. That will liKely require the professionals to open multiple files, each of

which relates to work pertormed on specific First Leaside entities or groups of entities.

DSO Charge

159. Although I am, in essence, instructed only by the four members of the

Independenfi Committee, there are 77 independent directors of First Leaside entities. I,

along wifih the Firsf Leaside directors and officers, have knowledge of the properties,

have had ongoing discussions with stakeholders, and have been involved in

negotiations with third party investors and developers. There is a significant amount of

information aid experience in the possession of directors that is necessary to support

the restructuring and maximize First Leaside's value.

160. RealisticaNy, it is unlikely that the Independent Committee or other directors

would continue their service #o First Leaside during CCAA proceedings without an

indemnity. In fac#, members of the Independent Committee have already advised that

they wished to resign from their position in order #o minimize #heir personal liability.

First seaside was able to convince them to remain as directors for the time being,

al#hough their (ang term service is in question, especially if they may be exposed to

post-filing liability.

161. First Leaside currently does not and historically has never had—directors' and

officers'. insurance (°`D8~0 Insurance"}. Although the Independent Commifi~ee tried to

secure insurance in 2091, it has not been able to do so until now at reasonable rates
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and with a reasonable scope of coverage, given that coverage was sought after First

Leaside's problems were already apparent and the regu{ators' investigation was wail

underway. Efforts to obtain D&O Insurance continue, although any insurance that is

obtained is likely to provide minimal coverage.

162. First Leaside is seeking an order under the CCAA tha# provides for the

indemnification of the directors and officers by First Leaside for any post-CCAA filing

liabilities, and that grants to the directors and officers (and their counsel, far fees) a

charge on all of First Leaside's assets in the total amount of $250,000 {the "D&O

Charge") as security for such indemnification. Since the D&4 Charge relates to post

filing liabili#ies, such figure has been established by taking in#o account the above-noted

ongoing liabilities to employees for wages and vacation pay.

163. First Leaside is requesfiing that the D&O Charge rank second in priority, behind

the Administrative Charge.

164. On February 22, 2012, the Company, at the direction of the Independent

Committee, #oak steps to establish a trust called the "First Leaside Independent

Committee Trust", in favour of the non-management directors of FLWM and their

designates {including the CRO} in the amount of $250,OOQ. The purpose of the trust is

to pay legaE expenses and claims, settlements or judgements from any i~gal actions

commenced against such directors based on claims for actions taken ar failed to be

taken before the da#e of this CCAA filing. The proposed trus#ee is Arden Cornford.
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Representative Counsel

165. First Leaside has over 1,200 investors who have invested their money (loans and

equity} in various LPs, trusts, and corporations of the First Leaside group.

166. Given the large number of individual investors in First Leaside and the difficul#y

that investors would individually have in getting their voice heard in this restructuring,

Firs# Leaside seeks the appointment of a well-known and experienced law firm to act as

representative counsel to such investors.

167. Appointing representative counsel wiU enable First Leaside to put in place an

efficient and effective communication plan, and will assist in the implementation of the

wind-up plan. Further, represents#ive counsel will ensure that those investors who do

not opt-out of representation will be adequately represented in the CCAA proceedings.

168. First Leaside is seeking an order under the CCAA that both appoints Fraser

Milner Casgrain LLP ("FMC"} as representative counsel, authorizes an initial maximum

amount of $'i 5Q,000 for legal fees and includes the fees ofi Representafiive Counsel in

the Administrative Charge.

169. FMC has served as representative counsel on at least one prior occasion when it

represented the 26,000 investors in Portus Alternative Asset Management Irtic. (and

related companies) in bankruptcy proceedings.

170. The Applicants are proposing that Shayne Kukulowicz, a partner at FMC, be the

lead lawyer at FMC who acts as representative counsel. FMC has conducted a conflict

search and confirmed that it is able to act in this matter. I also believe that Mr.

Legal*7188905.14

100



-54-

Kukulowicz is eminently qualified to fill the role of representative counsel and to

discharge his responsibilities to investors fully and to act independently of First Leaside.

171. I have already spoken with a number of First Leaside clients about representative

counsel. One of these people, Steve Rosenberg, is apparently an investor who has

been in contact with dozens of other investors and was (within the last week) seeking

potential counsel for investors. Around February 17, 2012, 1 spoke with Mr. Rosenberg

and explained the CCAA process and discussed the possibility of representative

counsel. (later sent afollow-up e-mail to him to explain the concept of representative

counse{. Mr. Rosenberg also informed me, and I believe, that he spoke with Mr.

Kukulowicz on February '{ 8, 2012, and that it was a "good conversation".

172. On February 18, 2012, I also exchanged e-mail messages with two other

investors, Keith and Lois Warden, to explain the rationale for, and role of, representative

counsel.

173. Mr. Kuku[owicz has also advised me, and 1 believe, that he and other members

of FMC have also made contact with a number of investors to explain the possibility of

appointing representative counsel. He has also advised me that investors have, in

general, been very supportive of the potential appointment of representative counsel.

174. It is not the intention of First Leaside to exclude the participation of other counsel

on behalf of individual investors. As such, the proposed CCAA order allows investors to

provide representative counsel with written notice if they do not wish to be represented

by FMC, thereby creating an "opt-ou#" process. However, since it would not be
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economically feasibie for first Leaside to fund numerous counsel for individual

investors, parties that opt-out would have to bear their own legal fees.

Priority of the Administrative Charge and the D&O Charge {collectively, the
"Charges"j

175. Since many of First Leaside's teat properties have values which exceed the

amount of their underlying mortgages, the proposed charges wi{I likely be borne by

subordinate creditors (tike noteholders) and, in some cases, by equity holders.

However, it is these stakeholders who have the most to gain from an orderly liquidation

process which maximizes value, thereby creating a potentially greater surplus after

mortgages are paid.

176. The cumulative amount of the Administrative Charge and the D&4 Charge would

be $1.25 million. That amount is about 1% of the gross value of First Leaside's real

estate assets according fo the appraisals referred #o in the GTL Report (on page 66).

177. The restructuring will, admittedly, have a cost. However, I believe that the cost of

restructuring is likely to be significantly higher if realization of assets occurs in a

piecemeal fashion, especially given the large number of creditors and the extensive

inter-company loans.

178. First Leaside needs a coordinated process to:

{a) operate the various properties during the wind-down;

(b} market and sell properties;

(c} accept and adjudicate claims from equity-holders, debt holders, trade

creditors, construction lien claimants, and mortgages; and
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(d) come to a final reckoning of all assets and liabilities as amongst all entities

in the First Leaside group (including payment ofinter-company debt).

179. 1 believe that the most efficient and least expensive way of dealing with these

matters is through a coordinated CCAA process.

180. Should the Administrative Charge and D&O Charge not be approved, First

Leaside would be unable to proceed under the CCAA and First Leaside's other

stakeholders would be significantly prejudiced.

Vill. CONCLUSION

'I 8'i . It First Leaside is provided with a reasonable period of protection, First Leaside's

goal is to refine and implemen# a wind-down plan that would maximize value for its

stakeholders. The granfiing of the relief requested also provides a single forum for the

numerous stakeholders of First Leaside.
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182. If CCAA protection is not gran#ed, First Leaside would likely be faced with the

unpalatable requirement of abandoning multiple properties {i.e., those without

immediate access to funds). Given the numerous and diverse nature of the

stakeholders of First l.easide, it is foreseeable that numerous parties would take

individual remedies and there would be layers of costly litigation and an overaN

diminution of stakeholder recoveries. I believe that such a meltdown would result in the

loss of significant value for all stakeholders.

SWORN before me at the City of Toronto )
In the Province of Ontario, this 22nd day of )
February, 20'i2 )

i~" G~'

A Commissione , e Gregory MacLeod

Legal"7188905.14

104



This is Exhibit "C" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012

Taking Affidavits (or as may be)



105

-,'~~;~;~~a

~-?~: ~~
i ~r~~~ ~

~.

Court File No. CV-12-9617-OOCL

ONTARIO

SUPERIOR COURT OF JUSTICE

`'~-~~,,~q~~ ~ COMMERCIAL LIST

~ NOURABLE MR. ) THURSDAY, THE 23RD

JUSTICE DAVID M. BROWN ~ DAY OF FEBRUARY, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario Inc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Development (Canada) 1nc., PrestonTwo
Development (Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., 2088545 Ontario Inc., 1331607 Ontario Inc., Queenston Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2128054 Ontario lnc., 2069212 Ontario fnc., 1132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
2086218 Ontario Inc., 2085438 Ontairio Inc., First Leaside Visions
Management Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007804
Ontario lnc., 2019418 Ontario Inc., FL Research Management Inc., 970877
Ontario Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario
Inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc. (each,
an "Applicant" and collectively, thQ "Applicant")

INITIAL ORDER

THIS APPLICATION, made by the Applicant, pursuant to the Companies'

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") was heard
this day at 330 University Avenue, Toronto, Ontario.
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ON READING the affidavit of Gregory MacLeod sworn February 22, 2012 (the

"MacLeod Affidavit') and the Exhibits thereto, and the Pre-filing Report of Grant

Thornton Limited as the Proposed Monitor, and on hearing the submissions of counsel

for the Applicant, the proposed Monitor, the proposed Representative Counsel, the

Ontario Securities Commission, the Investment Industry Regulatory Organization of

Canada, the Toronto-Dominion Bank, the Canadian Imperial Bank of Commerce, and

KingSett Capital, no one appearing for the other parties on the service list although duly

served as appears from the affidavit of service of Patricia Hoogenband sworn February

22, 2012 and on reading the consent of Grant Thornton Limited to act as the Monitor,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated so that this Application is

properly returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to

which the CCAA applies. Although not an Applicant, the limited partnerships listed in

Schedule "A" to this Order (the "LPs") sha(I enjoy the benefits of and the protections

provided to the Applicant by this Order. (The Applicant and the LPs are hereinafter

referred to collectively as "First Leaside".)

3. THIS COURT ORDERS that, for greater certainty, the terms of this order shall

not apply to the following limited partnerships (collectively, the "Excluded LPs"):

(a) First Leaside Retirement Residences (Ottawa) Limited Partnership

(b) First Leaside Retirement Residences (Okanagan) Limited Partnership

(c) Cherry Park Retirement Residences Limited Partnership

(d) Orchard Valley Retirement Residences Limited Partnership

(e) The Shores Retirement Residences Limited Partnership
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(~ Redwood Retirement Residences (Ottawa) Limited Partnership

(g) 100 Isabella Street (Ottawa) limited Partnership and

(h) 480 Metcalfe Street (Ottawa) Limited Partnership

(hereafter, the Excluded LPs identified in (a), (fl, (g), and (h) above shall be referred

to as the "Ottawa Excluded LPs" and the Excluded LPs identified in (b), (c), (d), and

(e) above shall be referred to as the "Okanagan Excluded LPs").

4. THIS COURT ORDERS that the provisions of this order shall not extend to any

genera! partner of the Excluded LPs to the extent that such general partner exercises

powers for or on behalf of the Excluded LPs, holds property on behalf of the Excluded

LPs, or owes liabilities in respect of the Excluded LPs

5. THIS COURT ORDERS that, for greater certainty, Canadian Imperial Bank of

Commerce ("CIBC"), KingSett Mortgage Corporation ("KingSett") and Toronto-Dominion

Bank ("TD") shall be unaffected creditors and not stayed by or otherwise subject to the

terms of this Order in respect of the Excluded LPs.

6. THIS COURT ORDERS that that no payments, funds or other transfers of

value shall be accepted or received by First Leaside from the Excluded LPs, save and

except to the extent approved by agreement in writing by CIBC and KingSett with

respect to the Ottawa Excluded LPs and by TD with respect to the Okanagan Excluded

LPs.

7. THIS COURT ORDERS that the Applicant is at liberty, at any time, on seven

days' notice to CIF3C, King; ett, and TD, to seek an order extending the scope of these

proceedings and the provisions of this order to include the Excluded LPs.

PLAN OF ARRANGEMENT

8. THIS COURT ORDERS that the Applicant shall have the authority to file and

may, subject to further order of this Court, file with this Court a plan or plans of

compromise or arrangement (hereinafter referred to as the "Plan")
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POSSESSION OF PROPERTY AND OPERATIONS

9. THIS COURT ORDERS that First Leaside shall remain in possession and control

of its current and future assets, undertakings and properties of every nature and kind

whatsoever, and wherever situate including all proceeds thereof (the "Property").

Subject to further Order of this Court, First Leaside shall continue to carry on its

business in a manner consistent with the preservation of its business (the "Business")

and Property. First Leaside shall be authorized and empowered to continue to retain

and employ the employees, consultants, agents, experts, accountants, counsel and

such other persons (collectively "Assistants") currently retained or employed by it, with

liberty to retain such further Assistants as it deems reasonably necessary or desirable in

the ordinary course of business or for the carrying out of the terms of this Order.

10. THIS COURT ORDERS that First Leaside shall be entitled to implement a central

cash management system as described in the MacLeod Affidavit or replace it with

another substantially similar central cash management system (the "Cash Management

System") and that any present or future bank providing the Cash Management System

shall not be under any obligation whatsoever to inquire into the propriety, validity or

legality of any transfer, payment, collection or other action taken under the Cash

Management System, or as to the use or application by First Leaside of funds

transferred, paid, collected or otherwise dealt with in the Cash Management System,

shall be entitled to provide the Cash Management System without any liability in respect

thereof to any Person (as hereinafter defined) other than First Leaside, pursuant to the

terms of the documentation applicable to the Cash Management System, and shall be,

in its capacity as provider of the Cash Management System, an unaffected creditor

under the Plan with regard to any claims or expenses it may suffer or incur in

connection with the provision of the Cash Management System. The bank accounts of

First Leaside Securities Inc. ("FLSI") shall not form part of the Cash Management

System.

11. THIS COURT ORDERS that First Leaside shalt be entitled but not required to

pay the following expenses whether incurred prior to or after this Order:
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(a) all outstanding and future wages, salaries, employee and pension benefits,

vacation pay and expenses payable on or after the date of this Order, in each

case incurred in the ordinary course of business and consistent with existing

compensation policies and arrangements; and

(b) the fees and disbursements of any Assistants retained or employed by First

Leaside in respect of these proceedings, at their standard rates and charges.

12. THIS COURT ORDERS that, except as otherwise provided to the contrary

herein, First Leaside shall be entitled but not required to pay all reasonable expenses

incurred by First Leaside in carrying on the Business in the ordinary course after this

Order, and in carrying out the provisions of this Order, which expenses shall include,

without limitation:

(a) all expenses and capital expenditures reasonably necessary for the

preservation of the Property or the Business including, without limitation,

payments on account of insurance (including directors and officers

insurance), maintenance and security services;

(b) payment for goods or services actually supplied to First Leaside following the

date of this Order; and

(c) payments of principal and interest in respect of real property mortgages.

13. THIS COURT ORDERS that First Leaside shall remit, in accordance with legal

requirements, or pay:

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada

or of any Province thereof or any other taxation authority which are required

to be deducted from employees' wages, including, without limitation, amounts

in respect of (i) employment insurance, (ii) Canada Pension Plan, (iii) Quebec

Pension Plan, and (iv) income taxes;

(b) all goods and services or other applicable sales taxes (collectively, "Sales

Taxes") required to be remitted by First Leaside in connection with the sale of
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goods and services by First Leaside, but only where such Sales Taxes are

accrued or collected after the date of this Order, or where such Sales Taxes

were accrued or collected prior to the date of this Order but not required to be

remitted until on or after the date of this Order, and

(c) any amount payable to the Crown in right of Canada or of any Province

thereof or any political subdivision thereof or any other taxation authority in

respect of municipal realty, municipal business or other taxes, assessments

ar levies of any nature or kind which are entitled at law to be paid in priority to

claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by First Leaside.

14. THIS COURT ORDERS that until a real property lease is disclaimed in

accordance with the CCAA, First Leaside shall pay all amounts constituting rent or

payable as rent under real property leases (including, for greater certainty, common

area maintenance charges, utilities and realty taxes and any other amounts payable to

the landlord under the lease) or as otherwise may be negotiated between First Leaside

and the landlord from time to time ("Rent"), for the period commencing from and

including the date of this Order, in equal monthly payments on the first day of each

month, in advance (but not in arrears). On the date of the first of such payments, any

Rent relating to the period commencing from and including the date of this Order shall

also be paid.

15. THIS COURT ORDERS that, except as specifically permitted herein, first

Leaside is hereby d irected, until further Order of this Court: (a) to make no payments of

principal, interest thereon or otherwise on account of amounts owing by First Leaside to

any of its creditors as of this date; (b) to grant no security interests, trust, liens, charges

ar encumbrances upon or in respect of any of its Property; and (c) to not grant credit or

incur liabilities except in the ordinary course of the Business.

RESTRUCTURING

16. THIS COfJRT ORDERS that First Leaside shall, subject to such requirements as

are imposed by the CCAA, have the right to:
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(a) permanently or temporarily cease, downsize or shut down any of its business

or operations, and to dispose of redundant or non-material assets not

exceeding $50,000 in any one transaction or $250,000 in the aggregate;

(b) terminate the employment of such of its employees or temporarily lay off such

of its employees as it deems appropriate;

(c) pursue al! avenues of refinancing of its Business or Property, in whole or part,

subject to prior approval of this Court being obtained before any material

refinancing; and

(d) pursue all avenues for the potential sale of the Business or Property, in whole

or part, subject to further approval of such sale by this Court,

all of the foregoing to permit First Leaside to proceed with an order{y restructuring of the

Business (the "Restructuring").

17. THIS COURT ORDERS that First Leaside shall provide each of the relevant

landlords with notice of First Leaside's intention to remove any fixtures from any leased

premises at least seven (7) days prior to the date of the intended removal. The relevant

landlord shall be entitled to have a representative present in the leased premises to

observe such removal and, if the landlord disputes First Leaside's entitlement to remove

any such fixture under the provisions of the lease, such fixture shall remain on the

premises and shall be dealt with as agreed between any applicable secured creditors,

such landlord and First Leaside, or by further Order of this Court upon application by

First Leaside on at least two (2) days notice to such landlord and any such secured

creditors. If First Leaside disclaims the le~s~ governing such IPased premises in

accordance with Section 32 of the CCAA, it shall not be required to pay Rent under

such lease pending resolution of any such dispute (other than Rent payable for the

notice period provided for in Section 32(5) of the CCAA), and the disclaimer of the lease

shall be without prejudice to First Leaside's claim to the fixtures in dispute.

18. THIS COURT ORDERS that it a notice of disclaimer is delivered pursuant to

Section 32 of the CCAA, then (a) during the notice period prior to the effective time of

the disclaimer, the .landlord may show the affected leased premises to prospective
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tenants during normal business hours, on giving First Leaside and the Monitor 24 hours'

prior written notice, and (b) at the effective time of the disclaimer, the relevant landlord

shall be entitled to take possession of any such leased premises without waiver of or

prejudice to any claims or rights such landlord may have against First Leaside in

respect of such lease or leased premises and such landlord shat( be entitled to notify

First Leaside of the basis on which it is taking possession and to gain possession of and

re-lease such leased premises to any third party or parties on such terms as such

landlord considers advisable, provided that nothing herein shall relieve such landlord of

its obligation to mitigate any damages claimed in connection therewith.

NO PROCEEDINGS AGAINST FIRST LEASIDE OR THE PROPERTY

19. THIS COURT ORDERS that until and including March 23, 2012, or such later

date as this Court may order (the "Stay Period"), no proceeding or enforcement process

in any court or tribunal (each, a "Proceeding") shall be commenced or continued against

or in respect of First Leaside or the Monitor, or affecting the Business or the Property,

except with the written consent of First Leaside and the Monitor, or with leave of this

Court, and any and ali Proceedings currently under way against or in respect of First

Leaside or affecting the Business or the Property are hereby stayed and suspended

pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

20. THIS COURT ORDERS that during the Stay Period, all rights and remedies of

any individual, firm, corporation, governmental body or agency, or any other entities (all

of the foregoing, collectively being "Persons" and each being a "Person") against or in

respect of First Leaside or the Monitor, or affecting the Business or the Property, are

hereby stayed and suspended except with the written consent of First Leaside and the

Monitor, or leave of this Court, provided that nothing in this Order shall (i) empower First

Leaside to carry on any business which First Leaside is not lawfully entitled to carry on,

(ii) affect such investigations, actions, suits or proceedings by a regulatory body as are

permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any registration to

preserve or perFect a security interest, or (iv) prevent the registration of a claim for lien.
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NO INTERFERENCE WITH RIGHTS

21. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue,

fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right,

renewal right, contract, agreement, licence or permit in favour of or held by First

Leaside, except with the written consent of First Leaside and the Monitor, or leave of

this Court.

CONTINUATION OF SERVICES

22. THIS COURT ORDERS that during the Stay Period, all Persons having oral or

written agreements with First Leaside or statutory or regulatory mandates for the supply

of goods and/or services, including without limitation all computer software,

communication and other data services, centralized banking services, payroll services,

insurance, transportation services, utility or other services to the Business or First

Leaside, are hereby restrained until further Order of this Court from discontinuing,

altering, interfering with or terminating the supply of such goods or services as may be

required by First Leaside, and that First Leaside shall be entitled to the continued use of

its current premises, telephone numbers, facsimile numbers, Internet addresses and

domain names, provided in each case that the normal prices or charges for all such

goods or services received after the date of this Order are paid by First Leaside in

accordance with normal payment practices of First Leaside or such other practices as

may be agreed upon by the supplier or service provider and each of First Leaside and

the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

23. THIS COURT ORDERS that, notwithstanding anything else in this Order, no

Person shall be prohibited from requiring immediate payment for goods, services, use of

lease or licensed property or other valuable consideration provided on or after the date

of this Order, nor shall any Person be under any obligation on or after the date of this

Order to advance or re-advance any monies or otherwise extend any credit to First

Leaside. Nothing in this Order shall derogate from the rights conferred and obligations

imposed by the CCAA.
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PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

24. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued

against any of the former, current or future directors or officers of First Leaside with

respect to any claim against the directors or officers that arose before the date hereof

and that relates to any obligations ofi the Applicant whereby the directors or officers are

alleged under any law to be liable in their capacity as directors or officers for the

payment or performance of such obligations, until a compromise or arrangement in

respect of the Applicant, if one is filed, is sanctioned by this Court or is refused by the

creditors of the Applicant or this Court.

CHIEF RESTRUCTURING OFFICER

25. THIS COURT ORDERS that the appointment of G.S. MacLeod &Associates Inc.

as chief restructuring officer of First Leaside (the "CRO") is hereby confirmed and

approved and the CRO is hereby authorized and empowered to operate and manage

the affairs of First Leaside during the pendency of these CCAA proceedings.

26. THIS COURT ORDERS that the CRO shall be paid its fees and disbursements

(the "CRO Fees") in accordance with the CRO's engagement letter with First Leaside

dated December 21, 2019 .

27. THIS COURT ORDERS that the CRO and its officers, directors, employees, and

servants shall incur no liability or obligation as a result of the appointment of the CRO or

the carrying out of the provisions of this Order, save and except for any gross

negligence or wilful misconduct nn their dart.

TRANSFER OF CLIENT ACCOUNTS

28. THIS COURT ORDERS that, to the extent that any client of FLSI ("FLSI Client")

holds a "security" as defined in section 253 of the Bankruptcy and Insolvency Act and/or

cash in an account or accounts with Penson Financial Services Canada Inc. (each, a

"Client Account"), such FLSI Client shall immediately have the right to transfer any such
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security or cash or the entire Client Account with Penson Financial Services Canada

Inc. to another licensed securities dealer (an "FLSI Client Account Transfer").

29. THiS COURT ORDERS that FLSI and Penson Financial Services Canada Inc.

shall take all reasonable steps to facilitate an FLS! Client Account Transfer.

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

30. THIS COURT ORDERS that the Applicant shall indemnify its directors and

officers against obligations and liabilities #hat they may incur as directors or officers of

the Applicant after the commencement of the within proceedings, except to the eaten#

that, wi#h respect to any officer or director, the obligation or liability was incurred as a

result of the director's or officer's gross negligence or wilful misconduct.

31. THIS COURT ORDERS that the directors and officers of the Applicant shall be

entitled to the benefit of and are hereby granted a charge (the "Directors' Charge") on

the Property, which charge shall not exceed an aggregate amount of $250,000, as

security for the indemnity provided in paragraph 30 of this Order as well as the fees and

disbursements of counsel #o the Independent Committee of the Board of Directors

("Independent Committee Counsel") to the extent that such fees and disbursements

relate to services provides! in respect of First Leaside. The Directors' Charge shall have

the priority set out in paragraphs 50 and 52 herein. The Applicant is hereby authorized

and directed to pay a $50,000 retainer to Independent Committee Counsel.

32. THIS COURT ORDERS that, notwithstanding any language in any applicable

insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or

claim the benefit of the Directors' Charge, and (b) the Applicant's directors and officers

shall only be entitled to the benefit of the Directors' Charge to the extent that they do not

have coverage under any directors' and officers' insurance policy, or to the extent that

such coverage is insufficient to pay amounts indemnified in accordance with paragraph

30 of this Order.
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APPOINTMENT OF MONITOR

33. THIS COURT ORDERS that Grant Thornton Limited is hereby appointed

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business

and financial affairs of First Leaside with the powers and obligations set out in the

CCAA or set forth herein and that First Leaside and its shareholders, officers, directors,

and Assistants shall advise the Monitor of all material steps taken by First Leaside

pursuant to this Order, and shall co-operate fully with the Monitor in the exercise of its

powers and discharge of its obligations and provide the Monitor with the assistance that

is necessary to enable the Monitor to adequately carry out the Monitor's functions.

34. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a) monitor First Leaside's receipts and disbursements;

(b) report to this Court at such times and intervals as the Monitor may deem

appropriate with respect to matters relating to the Property, the Business, and

such other matters as may be relevant to the proceedings herein;

(c) advise First Leaside in its preparation of First Leaside's cash flow statements;

(d} advise and assist First Leaside concerning the potential sale of the Property

and an orderly wind-down of the Business;

(e) advise First Leaside in its development of the Plan and any amendments to

the Plan;

(~ assist First Leaside, to the extent required by First Leaside, with the holding

and administering of creditors' or shareholders' meetings for voting on the

Plan;

(g) have full and complete access to the Property, including the premises, books,

records, data, including data in electronic form, and other financial documents

of First Leaside, to the extent that is necessary to adequately assess First
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Leaside's business and financial affairs or to perform its duties arising under

this Order;

(h) be at liberty to engage independent legal counsel or such other persons as

the Monitor deems necessary or advisable respecting the exercise of its

powers and performance of its obligations under this Order;

(i) perform such other duties as are required by this Order or by this Court from

time to time; and

(~) consult with and assist First Leaside in its negotiations and discussions with

investors, creditors, and other stakeholders.

35. THIS COURT ORDERS that the Monitor shall not take possession of the

Property and shall take no part whatsoever in the management or supervision of the

management of the Business and shall not, by fulfilling its obligations hereunder, be

deemed to have taken or maintained possession or control of the Business or Prope►ty,

or any part thereof.

36. THIS COURT ORDERS that nothing herein contained shall require the Monitor to

occupy or to take control, care, charge, possession or management (separately and/or

collectively, "Possession") of any of the Property that might be environmentally

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial or

other law respecting the protection, conservation, enhancement, remediation or

rehabilitation of the environment or relating to the disposal of waste or other

~:ontaminati~n including, without limitation, the Canadian Environmental Protection Act,

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the

Ontario Occupational Health and Safety Act and regulations thereunder (the

"Environmental Legislation"), provided however that nothing herein shall exempt the

Monitor from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Monitor shall not, as a result of this Order or anything

done in pursuance of the Monitor's duties and powers under this Order, be deemed to
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be in Possession of any of the Property within the meaning of any Environmental

Legislation, unless it is actually in possession.

37. THIS COURT ORDERS that the Monitor shall provide any creditor of First

Leaside with information provided by First Leaside in response to reasonable requests

for information made in writing by such creditor addressed to the Monitor. The Monitor

shall not have any responsibility or liability with respect to the information disseminated

by it pursuant to this paragraph. In the case of information that the Monitor has been

advised by First Leaside is confidential, the Monitor shall not provide such information to

creditors unless otherwise directed by this Court or on such terms as the Monitor and

First Leaside may agree.

38. THIS COURT ORDERS that, in addition to the rights and protections afforded the

Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability

or obligation as a result of its appointment or the carrying out of the provisions of this

Order, save and except for any gross negligence ar wilful misconduct an its part.

Nothing in this Order shall derogate from the protections afforded the Monitor by the

CCAA or any applicable legis(atian.

39. THIS COURT ORDERS that the Monitor, counsel to the Monitor, and counsel to

First Leaside shall be paid their reasonable fees and disbursements, in each case at

their standard rates and charges, by First Leaside as part of the costs of these

proceedings. First Leaside is hereby authorized and directed to pay the accounts of the

Monitor, counsel for the Monitor and counsel for First Leaside on a bi-weekly basis and,

in addition, First Leaside is hereby authorized to pay retainers of $150,000 to the

Monitor, $100,000 to counsel to the Monitor, and $150,000 to counsel to First Leaside,

to be held by each of them as security for payment of their respective fees and

disbursements outstanding from time to time.

40. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their

accounts from time to time, and for this purpose the accounts of the Monitor and its

legal counsel are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.
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41. TH{S COURT ORDERS that the Monitor, counsel to the Monitor, First Leaside's

counsel, and Representative Counsel (defined below) shall be entitled to the benefit of

and are hereby granted a charge (the "Administration Charge") on the Property, which

charge shall not exceed an aggregate amount of $1,000,000, as security for their

professional fees and disbursements incurred at the standard rates and charges of the

Monitor and such counsel, both before and after the making of this Order in respect of

these proceedings. The Administration Charge shall have the priority set out in

paragraphs 50 and 52 hereof.

APPOINTMENT OF REPRESENTATIVE COUNSEL

42. THiS COURT ORDERS that Fraser Milner Casgrain LLP ("Representative

Counsel") is appointed as representative counsel in these proceedings to represent the

interests of clients of FLSI (the "Clients"), unless and until written notice is provided by a

particular Client to Representative Counsel that such Client does not wish to be

represented by Representative Counsel.

43. THIS COURT ORDERS that First Leaside shall provide to Representative

Counsel the last known e-malt addresses (to the extent available) or other available

contact information for each Client and, within ten days of the date of this Order,

Representative Counsel shall provide the Clients with a copy of this Order, which shall

constitute sufficient notice to Clients of this Order and the appointment of

Representative Counsel and such step shall relieve the Monitor of its duty to provide

notice to such Clients under section 23 of the CCAA.

44. THIS COURT ORDERS that Representative Counsel shall be paid its reasonable

fees and disbursements by First Leaside, up to an initial maximum amount of $150,000

(the "Representative Counsel Allowance") with any subsequent increases to the

Representative Counsel Allowance being determined by further Order of this Court.

Representative Counsel shat( be paid by First Leaside in a timely manner for fulfilling its

mandate in accordance with this Order, upon the provision of invoices to First Leaside,

subject to such redactions to the invoices as are necessary to maintain solicitor-client

privilege between Representative Counsel and the Clients.
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45. THIS COURT ORDERS that First Leaside shall pay to Representative Counsel a

retainer of $25,000 to be held by it as security for payment of its fees and

disbursements outstanding from time to time.

46. THIS COURT ORDERS that Representative Counsel is hereby authorized to

take all steps and do all acts necessary or desirable to carry out the terms of this Order.

47. THIS COURT ORDERS that Representative Counsel shall be at liberty, and is

hereby authorized, at any time, to apply to this Court for advice and directions in respect

of its appointment or the fulfillment of its duties in carrying out the provisions of this

Order or any variation of the powers and duties of Representative Counsel, which shall

be brought on notice to First Leaside, the Monitor, and other interested parties, unless

the Court orders otherwise.

48. THIS COURT ORDERS that Representative Counsel shall have no personal

liability or obligations as a result of the performance of its duties in carrying out the

provisions of this Order, save and except for liability arising out of gross negligence or

wilful misconduct.

49. THIS COURT ORDERS that no action or other proceeding -may be commenced

against Representative Counsel in respect of the performance of its duties under this

Order without leave of the Court on seven days' notice to Representative Counsel.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

50. THIS COURT ORDERS that the priorities of the Directors' Charge and the

Administration Charge, as befinreen them, shall be as follows:

First — Administration Charge (to the maximum amount of $1,000,000);

Second — Directors' Charge (to the maximum amount of $250,000).

51. THIS COURT ORDERS that the filing, registration or pertection of the Directors'

Charge or the Administration Charge (collectively, the "Charges") shall not be required,

and that the Charges shall be valid and enforceable for all purposes, including as

against any right, title or interest filed, registered, recorded or perfected subsequent to
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the Charges coming into existence, notwithstanding any such failure to ale, register,

record or perfect.

52. THIS COURT ORDERS that each of the Directors' Charge and the

Administration Charge (all as constituted and defined herein) shall constitute a charge

on the Property and such Charges shall rank in priority to all other security interests,

trusts, liens, charges and encumbrances, claims of secured creditors, statutory or

otherwise (collectively, "Encumbrances") in favour of any Person, provided, however,

that

(a) the Directors' Charge shall not attach to any monies or other Property of FLSI

("FLSI Property") including, without limitation, property which constitutes "risk

adjusted capital" plus the $250,000 "minimum capital requirement" in

accordance with applicable securities laws and regulations; and

(b) the Administration Charge shall not attach to the FLSI Property in an amount

exceeding the lesser of (A) $1 million and (B) the portion of costs secured by

the Administration Charge which are attributable to, or for the benefit of, FLSI.

53. THIS COURT ORDERS that except as otherwise expressly provided for herein,

or as may be approved by this Court, First Leaside shall not grant any Encumbrances

over any Property that rank in priority to, or pari passu with, any of the Directors'

Charge, or the Administration Charge, unless First Leaside also obtains the prior written

consent of the Monitor and the beneficiaries of the Directors' Charge and the

Administration Charge and further Order of this Court.

54. THIS COURT ORDERS that the Directors' Charge and the Administration

Charge shall not be rendered invalid or unenforceable and the rights and remedies of

the chargees entitled to the benefit of the Charges (collectively, the "Chargees") shall

not otherwise be limited or impaired in any way by (a) the pendency of these

proceedings and the declarations of insolvency made herein; (b) any applications) for

bankruptcy orders) issued pursuant to BIA, or any bankruptcy order made pursuant to

such applications; (c) the filing of any assignments for the general benefit of creditors

made pursuant to the BIA; {d) the provisions of any federal or provincial statutes; or (e)
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any negative covenants, prohibitions or other similar provisions with respect to

borrowings, incurring debt or the creation of Encumbrances, contained in any existing

loan documents, lease, sublease, offer to lease or other agreement (collectively, an

"Agreement") which binds First Leaside, and notwithstanding any provision to the

contrary in any Agreement:

(a) the creation of the Charges shall not create or be deemed to constitute a

breach by First Leaside of any Agreement to which it is a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a

result of any breach of any Agreement caused by the creation of the Charges;

and

(c) the payments made by First Leaside pursuant to this Order, and the granting

of the Charges, do not and will not constitute preferences, fraudulent

conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

55. THIS COURT ORDERS that any Charge created by this Order over leases of

real property in Canada shall only be a Charge in First Leaside's interest in such real

property leases.

56. THIS COURT ORDERS that the CRO Fees and the professional fees and

expenses of the Monitor, counsel to the Monitor, First Leaside's counsel and

Representative Counsel paid or incurred in accordance with the provisions of this Order

shall be allocated by First Leaside with the assistance of the Monitor to the various

businPSS units ~~irsi~ant to a protocol to he proposed by First Leaside with the

assistance of the Monitor, which protocol shall be approved upon motion to this Court.

First Leaside and the Monitor shall endeavour to make recommendations in respect of a

protocol on or before March 30, 2012.

SERVICE AND NOTICE

57. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in the

national edition of the Globe and Mail a notice containing the information prescribed
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under the CCAA, (ii) within five days after the date of this Order, (A) make this Order

publicly available in the manner prescribed under the CCAA, (B} send, in the prescribed

manner, a notice to every known creditor who has a claim against First Leaside of more

than $1000, and (C) prepare a list showing the aggregate amounts owed to equity

investors, debt investors, and employees, but not names and addresses of those

creditors, and the estimated amounts of those claims, and make it publicly available in

the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA and the

regulations made thereunder.

58. THIS COURT ORDERS that First Leaside, Representative Counsel, and the

Monitor be at liberty to serve this Order, any other materials and orders in these

proceedings, any notices or other correspondence, by forwarding true copies thereof by

prepaid ordinary mail, courier, personal delivery or electronic transmission to First

Leaside's creditors or other interested parties at their respective addresses as last

shown on the records of First Leaside and that any such service or notice by courier,

personal delivery or electronic transmission shall be deemed to be received on the next

business day following the date of forwarding thereof, or if sent by ordinary mail, on the

third business day after mailing.

59. THIS COURT ORDERS that First Leaside, Representative Counsel, and the

Monitor, and any party who has filed a Notice of Appearance may serve any court

materials in these proceedings by e-mailing a PDF or other electronic copy of such

materials to counsels' email addresses as recorded on the Service List from time to

time, and the Monitor may post a copy of any or all such materials on its website at

www. q rantth ornton. ca/firstleaside.

GENERAL

60. THIS COURT ORDERS that First Leaside or the Monitor may from time to time

apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.
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61. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from

acting as an interim receiver, a receiver, a receiver and manager, or a trustee in

bankruptcy of First Leaside, the Business or the Property.

62. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United

States, to give effect to this Order and to assist First Leaside, the Monitor and their

respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory

and administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to First Leaside and to the Monitor, as an officer of this Court,

as may be necessary or desirable to give effect to this Order, to grant representative

status to the Monitor in any foreign proceeding, or to assist First Leaside and the

Monitor and their respective agents in carrying out the terms of this Order.

63. THIS COURT ORDERS that each of First Leaside and the Monitor be at liberty

and is hereby authorized and empowered to apply to any court, tribunal, regulatory or

administrative body, wherever located, for the recognition of this Order and for

assistance in carrying out the terms of this Order, and that the Monitor is authorized and

empowered to act as a representative in respect of the within proceedings for the

purpose of having these proceedings recognized in a jurisdiction outside Canada.

64. THIS COURT ORDERS that any interested party (including First Leaside and the

Monitor) may apply to this Court to vary or amend this Order on not less than seven (7)

days notice to any other party or parties likely to be affected by the order sought or upon

such other notice, if any, as this Court may order.

65. THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Eastern Standard Time on the date of this Order.

l~

Natasha Brown
Registrar
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SCHEDULE "A"—PARTNERSHIPS ENTITLED TO THE BENEFIT OF THIS ORDER

Mill Street Limited Partnership

Development Notes Limited
Partnerships

Special Notes LP

First Leaside Properties LP

First Leaside Realty LP

First Leaside Real Estate LP

First Leaside Global LP

First Leaside Income LP

First Leaside Investors LP

First Leaside Optimal LP

First Leaside Preferred LP

First Leaside Premier LP

First Leaside Progressive LP

First Leaside Quality LP

First Leaside Real Estate LP

First Leaside Realty {I LP

First Leaside Retirement Residences LP

First l.easide Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments LP

The Shores LP

Old Mill Pond LP
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The Bluffs of Lakewood LP

First Leaside Spring Valley LP

First Leaside Partners LP

First Leaside Opportunities LP

Preston Racquet Club Real Estate
Limited Partnership Series 910 PA

Preston Racquet Club Real Estate
Limited Partnership Series 910 PB

Preston Racquet Club Real Estate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estate
Limited Partnership Series 910 PD

FL Master Texas Ltd.

FLW Pond Master Ltd.

FLW Shores Master Ltd.

First Leaside Acquisitions LP

Queenston Manor LP

First Leaside Acquisitions 2000 LP

First Leaside Advantage LP

First Leaside Developments LP

First Leaside Elite LP

First Leaside Select LP

First Leaside Enterprises LP

B&W LP

First Leaside Entities LP

First Leaside Expansion LP

First Leaside Growth LP

First Leaside Operations LP

First Leaside Unity LP

~i~•i.".



First Leaside Visions I LP

First Leaside Visions tl LP

First Leaside Visions III LP

First Leaside Visions IV LP

Metabacus LP

Greencore LP

Marksman Cellject LP

OM1SA LP

Dossierview LP

eSight LP

Tyromer LP

Place Concorde East LP

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Bevera es Grou Limited
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Partnership

F.L. Retirement Residences Limited
Partnership

First Leaside Global Limited Partnership

First Leaside Ventures Limited
Partnership

Special U.S. Notes Limited Partnership

FLWM Holdings Limited Partnership
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This is Exhibit "D" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012

Affidavits (or as maybe)
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CYTATYOtV': first Leaside'iXYealth ~lrlanagement Tnc. (Re), 2012 ONS~ 1 99
C(7~URT ~`T~,~ N'O.: C'~Y-1~,-96X7-QOC~,

YfATE; 2t~12022b

SUPERIQR COURT OF JUSTICE — ONTA~O

Ci)MMERCIAL LIST

1~; TIC T~T.E .MATTER C~?F a Phan of ~~znprornise or ~z~ngement of First Leaside
Wealth Ivianag~znen~ Inc., First Leaside ~inanee Inc., first T~easida Securities Tn~c„
FL Securities Inc., First Leaside ~ulanagem~nt Yna,, first ~.e~sid~ A.ccar~nting a~c~
Tax Services Trac., First ~.~~side ~Saldings Ins., 2Q8~456 t~ntario Inc., First
z..~as3d~ ~,e~lt~ Inc., First Leaside Capital Ina., Rirst Leaside ~Lealty TT Ync., first
Leaside Investments Inc,, 9b5010 Ontario Iac,, 1Q45S~7 O~taria Inc., 1U24919
Qntui~ Tnc,, 10312$ (Jnta~io Inc., 1OS6971 Qnt~ri.o Inc., ~137609S Ontario Tnc.,
1 37294 Ontario Ltd.., 1244428 t3ntacio Ltd., ~'re~tc~nOn~ Y7evelapnaent (Can,~~}
Inc., PrestonTwo I?eveiapm~r►t (Canada} Yn~,, pre~tazt'~hree iae~elbpment
(Canada) Ync., pr~ston~pur be~e(apment {Canada} Tria, 208$543 Ontario Tnc.,
2088544 On~taiia Inc.,. 2Q~854S Ontario Inc., 1331607 Ontario Tnc.? Queens#on
I~I€unor General Partner rnc., 1408927 Ontario Ltd., 210773$ C~ntazi~ Inc.,
141$36I Ontario Ltd., 2128054 Onta~ia Tine,, 2af4212 On~t~u~ia Lt~c., 1132413
Ontario Xnc,, 2067f 7~ ~nf~~ria Inc., 2085306 Ontarzo Inc., 2059035 Ontario rnc,,
20$621$ Ontario Inc., 2Q8S43$ Ontario rnc., First ~.~~side 'U'isions IvXana~r~,enC
Inc., 1CI4~015 Ontario Ync., IQ49016 Ontario Tnc,, 2d(?7$p4 Qntaz~.~ Zane., 2019418
Ontario Tnc., ~~. Research Nfa~a~ement Inc,, 97Ufi77 On~ai~io Inc., 1031528
Ontario Tnc,, 104SS1~ 4ntar^~o Inc,, 200 516 C~ritAr14 InC , 2192 41 C7ntaxio Irzc.,
end ~`xrst ~.easide Fund Management Inc,, Applicants

BEF'QRE; D. M. ~rt~~n J,

CCILINSET.~: J, birch and D, 'Vt?'ard, for the Applicants

P~ H~fif ar►d C, ~u~x, fir t ae proposed Janitor, Cant Thornton ~,imited

I~. Bash, for the Independent Directors

H. Empe~, far In'vestmenti Tndus~ry' Reg~uratai~r arganiz~tian 4f ~an.~da

J. 4rour, for the ~Jnt~i~i~ Sect~►~ities Coxx~miss~on

T~. Oliver, fog Ken~~dari C4nhactirag Limited

J. Dietrich, the ~rapased Repre$entative Cauns~l fair the in~vestars

E, Cxarbe, for Structform Xnternational ~,imited

Tel''. ~ichtcr, £or Cxalbert Steel T,imiter~
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R~. Sanfoid, for Janic'k ~lecta•icic Limited

M, I~on~~ha~va, fox Midl~~d ~.oan Services Inc.

C. Paophet, for the Canadian Imperial dank of Cannm~rce

BARD; Febxuaiy 23, 2G12

~ASO1rIS .FOR AECISI4N

Y. Uverrriew: ~~.AA Initial Ort~er

N~.3'~6 P. 3%10 128

~~~ (fin 'Z'~tu~sda~, Februw~~ 23, 2012, T granted an Ynitial Order under the C'ampaf~~es'
C'redita~-s ~(rrangemerat ~4ct, R.S.C. 1985, c. C-36, in respect of the Applicants. ~'hese ere my
Re~so~xs for that decision.

II. The a~p~eant corporations

[2] The Applicants ~.s.•e members of the First Leaside group of cozx~pazai~s. They are
described in c~~tail i~~ the aff`ida'vit a~ Qregai~y MaaLead, the Chief ~estcucturin~ Officer of ~i~tst
Leasids Wealth Man~ge~ez~t ("k~.,WM"), so I intend only refer in these ~ea~sans to tie key
entities in the group. The parent co~•poration, ~~,'~XrM, awns se~ver~l subsadiat~ies, including the
~ppli~~nt, First Le~side Securities Xne. ("~~.SY"), Accoxdir~g to Mr. McLeod, the Oroup's
operations cenh~e on FT~W'N! and FT~SZ,

[3] RLSI is an Ontario investment dealer that manages clients' investment portfolios which,
broadly speaking, Consist 4f z~on-proprieCSU~y Marketable Securities as well as proprietary equity
end debt securities issued b~ First Leaside (the so-called "FT~ Pradttcts"). All segregated
M~•ketable Securities arc hcld in se~ogated client accounts with Denson Fie►ancial Scrviees
Canada lnc.

[4] First T~easid~ c~esignect lts ~T~ Products ~a provide investors with cansistcr~t monthlSr
distributions, first seaside acts as a real estate syndicate, purchasing real estate thrt~ugh limited
pa~~tnersl~i~s with a ~vie~v to rehabilitating the ~ro~~rtics fog• lease at higher• rtes or eventual
resale. First Leasitle i~►corpot-ated special-pu~~pose corporations to act as gen~t~l partners in the
varior~s LPs it set. up, The general partners a~ first ~.easide's Canadian LPs — i.e. those which
own property in Canada -- a~ applicants in this ~inceeding. First Lcaside also seeks tp errand
the hen~fits of the Initial Qrder to the eorrespanding ~,~'s,

[5] First Leaside has two types of LPs:.individual LPs that ~ct{uire and opex~a~Ce ~ single
pxopert~ or development, and aggregator Lrs that hood units a~' nnultiple Lt's. Investors have
in.veste~3 in both kinds of Lps, Tn paragraph 49 0~ his affid~r~it Mr. IvlaeLeod detailed thB Lt's
tivithin first ~,casido, '{?V'}~ite mast first ~.easide LPs hold interests in identifcabl~ prvpe~~tt~s, for u
few, cared ~`~lind Pool L~"s", ~1[ents invest funds without knowing where the ~untis liEcel~ yvere
Co be invested. Those LPs are described in pauaga~h S~ p~'l~r. IvtaeLeod's ~~davit.
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[6] Tl~e Kppticant, Fiz~t Leaside Finance Tnc~ ("FL ~'inanee"), acted ~s a "ce~ytral barilc" fir

the First Leaside group of et~tities,

YrY. 'Y'he materYai e~v~~.ts ~Qa~iri~ to thys applicat~an

['7] In the fall of 2009 the Qnta~:io Sectttities Com~.nissian began investigating ~i~st ~.eas~d~.
Yn Marclx, 20I X, First Leaside retained the proposed IvYonitor, Crrant Thpz~nton ~rmiret~, to review
anti m~l~e re4omtuendations about first T.easid~'s businesses. t~.~dr~n~i the same time ~ixst

Leaside arranged for appraisals #o b~ performed of v~tious properties.

[8] Urant Thornton released its repprt on August 19, 2Q11. For ~uipases of this application
Grant Thornton made s~r~et~al material findings:

(i} 'here ex#st significant in~err~latiox~ships between the entities in the ~S~ Gr~r~p which
resell in a complex corporate structui~;

(ii) Certain LPs ll~,ve been a drain on -the resources of the Group as ~ i~esutt of recurring
operating losses and pxopei~ty rehabilit~tic~n costs; rind,

(iri} Tlie future viability of the ~~ ~rau~ was ca~tiingent an its ability to raise ne~t~ capital;

"If the FZ, Group was r~st~icted Matra xatsing nevv capital, it would lYkeXy be
unable t~ continue its opezatior~s in the a~~dina~y cau~•se, a~ it would have
ins~uf~cient re~renae to su~pa~t ifs infrastructure, stai~'ing costs, dis~.~ibutians, end
to meet their funding requirements far e}cisting projects."

[9} As ~ result of the report. first L~aside hired ~.tidit~onal staff to ~nprove accounting
resources and financial planning, ~~st Na~v~mt~er tlxe Bna~d. a~~ainted an Tnd~p~endent
Can1mittee to asst7me ttil decision~making authority in respect of rust ~easid~; tkte Group's
founder, David Pi~illips, was. na longer in charge of its mana~emant,

[10] FLSI is regulated by both the ~7S~C and the 7nvestm~~t ~ndush~ ~..egt~l~tnx~' C~xg~niztttiion
o~ Canacl~ ("T'.IT~.00"), Xn October, 201 i, ZYrtQ~ issued PT~SI ~ disGreCion~ry e~u:ly warz~i~ng level
2 leCter prohibiting the ~ompa~~ Siam reducing capital and placing other restrictions oYx its
~ctivitie~. At the same tine the OSC told first °Leasir~e that unless satisfactory ar~atsgemer~ts
were Ynade to deal with its situation, the C3S~ alnzo~t certainty ~v~puld t~k~ r~g~IaCary action,
including seeking a cease. trade order,

[] ~ j ~11St X.~~ISI~~ ~~x~~t~ td Pt 'S+OI.~ti1~At~' C~tdSB t1~~de, retained Grant Thornton t~ ~.ct ~s an
independent monitor, informed investors .bout those devclvpments, and nnade avaalabl~ the
August Crrant Thornton repatrt.

[12~ .because the cease trade restricted First ~.easide's ai~ility tc~ raise ca~rital, tie Tndep~ndent
CoYnmittee decided in tote N~ovem6er to cease distributions to client, including distributions to
L~' unit hal~l~rs, int~~est payments Qn c~zent notes/~~bts, sold di'cS'ici~nds on common or prefei~ecl
slues,
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[13] 7n T)ecember the Independem Committee decided to retain M~.~. MacLeod as CRO for
Fist Leaside and asked hirn to develop a ~voxkout plan, r~hich he finalizcd in late 7anuai~, 2Q12,
Mr. MacT~ead dapased that the d~~+vntt~ix~ in the economy has resulted in ~ri~~st seaside xe~Xizing
Lower operating income ~c~v'bile incut~ing higher operational costs. Tn his aff~da~it Mr. McLeod
set gut his conclusion ~baut a workotrt flan:

After c~re~rl~ anal~ing the situation, my ultimate ca~~lt~sion was that it was too risky
and uncertain for first seaside to puc'sue 2~ resumption of pxeviaus operatians, including
tie rising of cap~t~l, M~ recotnmendatian to the Yndcp~nd~nt Committee ~~rtts that Fust
Leasid~ instead ut~der~ake an orderly wind-down of operations, involving:

(~) Galnpl~~ing and o~go~,~g prapei~ty devcloprnent acti~vit~ r~hich ~t~Ynlal~ are~te value for
imrestars;

(b) Realizing upon assets w~ien it is f~asi'ble to do so (e~~n where optirnAl realization
might-occur ovex the nett 12 to 36 months);

(c) ~ea~ing tir►~th the significant inter-company debts; and,

(d) I]istributin~ p,roc~eds to inr~esto~s.

Mr. ~iae~ead further deposed:

['1 )he best'~vay to pa'omot~ this ~~vind~down is tluough a filial under the CCAA so that all
~ss'ues — especiatiy the numerous investor and creditor claims ~uul ~ntei•-coampany claims —
can be dca~t with in one forum. under the superr+zsian of tk~e Gaurt.

The Iy~,d~pendent Ccammittee appxoved hlr. N.~aaT~eod's recammendatians. This application
resulted.

YV. Avui~a~b~iity~ of CCAA

A, Tie financial condition of the a~p~IfC~uts

[1~] ~ccord(ng to Mr, MacZ.eod, ~lr$t ~easi~ie has o'er $370 in~llit~n in assets under
ma~aagement. Some of Yhose, hor~vever, are Ma~ketabte Seaui7ties. first T~easide is proposing
that. clients holding ~viasketable Securities {which are held in segxeg~ted ~.GCOUnts) b~ free to
transfer them to another inrrestment dealer daring the ~'CA~, process. AS td Che ~r~lue of F`L
ProducCs, Mr. M~eLeod deposed that ̀`it remains to be determined specifically haw much value
~vilI be reali2ed for investors on the LP units, debt instruments, and shares issued by the various
First seaside entities,'°

[15] First ~.easide's debt raters appro~imateZ~ $~0$ millions $176 million td secr~red creditors
~n7~dStI~ n10J'Ig~g~~S} ~~(~ $~.~2 ~i1~iUn t0 1ltiS~GUI~Cd CT~ditOr5, including investors ~~aldin~ notes
ctir other debk instruments.

[1bJ' IvS~. Iv1~c~.eod surnm~.tized his ~ssessm~nt of t1t~ ~n~n~ial status of the first T.easide
Crroup ~s f~ll~~c~s:
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[S]ince GrT'~, repp~~'ed that the aggregate value of prope~•ties in the First T~e~siae ~xoeeded

tkte ~alt~e of the properties, (here will be net proceeds rernainir~g to provide at least some
return to subordinate creditors ar equity hc~ldexs (i.e., LP unit holders and carparatipri
shareholders) in many pf the ~'~rst Leaside entities. The ~•eeovery will, of caws, ~trary
depending on the entzt~, At this s~~ge, however, it is fair to conclude that them is ~
material equity d~fieit both in individual ~xrst L~aside entities ~rtd in the overall First
Le~side group.

[17] 7n his affidavit Mr. MacLeod also deposed, r~vith i~espeet to the fnanei~l situ~tic~n c~~~irst
1.easide, that:

(i} The cease trade placed severe ~`tnanci~C constraints on first seaside as ~imost e~erq
business snit depended an fhe ability of ~'L~'~v1 and its subsidiaries fo raise capital
fzo~n investors;

(ii} T~tere are iynmediate cash ff ow c~cises at ~'T~`U~J't~11 ~a mpst .X.~'s;

(ii,~) FLWM's rash re~s~rves hid fallen fiom X2,8 million in ATt~~~ntber, 2011 to $1.6
million at t3ie end of this ranuaay;

{iv} Absent new cash figm asset d~spdsals, ct~txent cash reserves would be exE~austed xn
~1pri1;

(v) At the e+nd o~ Uecem~er, 2G1Y Ventures defaulted by failing to nna~~ a prinoipal
zno~~tg~ge payment af$4.2~ million owir►g to T~.ingSett;

(vz} A~asent cash flow' from FLWM a default is imminent fOi ~~1v~StOl''s Ha~rnbn~
property;

(vii) first r,easide laeles t~ liquidity ~r refinancing options to rehabilitate a number of the
prapel~tie$ and e~ec~te an ids business plan; and,

(viii) Flrst seaside generally has been able to mare mortgage payments to its creci'rtors, 'but
in the future it wirl b~ diffiaurt to do so given the need to expend monies on prop~~ty
development and upgradic~g activities

[18] In his deserigtidn of the status of the employees of the Ap~lieants, :Mr. MacL~~d did not
identify any issue concerning a pension funding d~~ioicncy,l The intarnali~-pr~paa•ed 2UlU
F.L'~l~ ~z~7anc~al st~Yements did n.ot recazd a~~ such liabilit~r, Cxrant Thornton dia not identify
and such issue in its Ft~~fi1[ng Report.

[1 ~] First Leaside is not prnposin~ to place all of its operations under eoui~t-supervised
insolv~c}~ procecdin~s. Xt does not plan to seek Chapter 11 protection for its '~e~as properCies

' Mac~.ead Affidavit,.parns. 1Q4 to 106.
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since it believes they may be able to continue opex'~tiar~s over the anticipated wind-up period
using cash flews they generate ar~c~ p~~ then• liabilities ~s they become due. I+~or does ~~st
Le~sitie seek to include in this CCAA proceeding the first seaside 'V'enture ~~' ("Ventures")
~vlueh owns and operates several properties in Ontario grid .BrI#ish Columbia. On February 15,
2012 'V'~ntures and fridge trap ~C-onsult TnC. sxgz~ed a non-binding tcitin sheet to provide some
bridge financing for ~le~ntutes, First Le~side decided not to include ceirtain '~l'entures•r~lated
limieed ~~rtnerships in the CC~4..4 application at this st~ge,2 whila reserving the right to latex bring
~. motion to extend the Ynitial Order and stay to these ~~G~uded LPs. The Initial ~Jrder which l
signed reflec#ed that reservation.

[2.~] As noted above, aver the better part of the past dear the proposed Monitor, Grant
Thornton, has become f,~m~liar with the affairs of the First I,~aside group ~s a xesulC t~f the
review it conducted for Yts August, 201 I report, Last ~Q~►ea~r~bez' First Le~si~e reta~n~d Grant
Thornton ~s an independent monitor a~~ts brxsiness.

X21 J Yn its Pre--filing ~tepp~rt Gx•~t~t Thoi~ton noted that the last available financial statements
for FLV~M 'were intei~nall~ prepared ones for the year ended December 31, 241U. They showed a
~aet loss of about. $2.863 million. The pre~filing ~'teport eont~ine~ a 1Q-rve~Cc cash. flaw'
projection {ending April 27, 20X2) pr~paied b~ the first seaside Crroup. The Gash Flow
~'rajection does neat contemplate se~~icing interest and principal payments during the projection
period. On that btisis the Cash Flaw Projection showed the ~'rroup's Combined dosing band
balance declining from $6,97 million to $4,144 million ~b~r the end ~f the piajeetian period,.
~~ant ~'harntan i'e~vie~red the Cash Floes Projection and Mated that it reflected tho prababl~ and
h~pathetic~l ~ssuniptions on which it was prepared and that the assumptions were svutabl~
suppai~ted and consistent with. the plans of the first seaside CYroup and pro~c~ided a x~ason~ble
t~asis for the Cash Flow Fr~jection.

[22] (i~rant Thornton reported that certain cre~itars, specifically cansh~ttction lies claimants,
~.ad canii~tzztG~d enforcement proceedings ~nc~ it concluded:

GiYYen creditors' actions to date and due to Y,h~ complicated nature of the FL Group's
business, the complex corpot~atc shucture and the numbea of competing stakeholders, it is
tuilikel~ t1~at the ~~, Group will be able to conduct an ard~rly tivind~up ar continue to
rehabilitate properties ~vithaut the stability provided ay a formal Court supervised
resri•ucturing process.

As the vari~u~s s holder interests ~•e in many cases inteil,`t~rined, including
intereornpan~ claims, the granting of the relief requested would provide a single forum
~to~' the numerous stakehol~.crs of-the ~~, Crroup to ~e hca~•d and to deal with such parties'
cl~irns in an order•I~ manner, under the su~pe~vision ~f the Go~urt, a CRO and a Court-
appoint~d Monitor. In particular, a simple yr forced div~s~ituee of the ~rapei~ties of the

~ The Fxclticied ~.Ps were idenlifted in pfl~agraph 13d of Mr. M~c~,end's atedavit.
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FI, Group would not on13~ erode potential investor value, but would nit provide the

structure necessary to reconcile investor interests ors ~n egt~iC~ble and ratable basis.

A stay of proceedings for bath the Applicants and the LPs is necessary if it is deemed

a~~i~~pr.~ate b~ this ~anaur~~le Court tv allow the FL Grraup to raaaintain its business end

to allnw the FL Group tha opportunity to dev~iop, refine and azx~plerrment their

resiructuring/wind-up plan(s~ in a stabilized environment.

B, Findings

[2:3] I am satisfied that the Applicants are "eomp~ni~$" ~vithit~ tlrte meaning of the ~G.A.r~ at~d
that t~~e total claims against the .Applicants, as ~n af~ili~fet~ group of companies, is greater than $S
million.

[~.~] Are tl~e A.pplic~nt companies "d~htor camp~iies" ui the sense that they aye inspl'ven~?
For the pui~oses of t~.e CCA.~4 a company m~.y b~ insoYvent it' it ~'~lls ~~v~ithin the defuutian of an
insdlv~nt persoY~ in scctian 2 ~f tie ~~rrakruptGy and` Insolvenc}~ Act or if its financial
airoumst~.nce~ fall ,tYvithin the me~t~ing of insolvent as described in ate S~e1ea 1"rrc. which inClt~c~~ a
f~nanci~lly ~taubled caiporation that is "rcasariably expected Yo ~cu~ c~~.E o£ Iiqurdity tNithin
reasonable proximity of time as eompai~d with t ie #rne z~asanabl~ required to ~mplezxient a
restructuring".~

[25] '~Jhen laak~t~ at as a group the Applicants £all within the extended rne~ning of
"iiisc~~vent": ~s ~ result o~ the c~~se trade their ability to raise capital his been sa~er~ly' restricted;
cas1~ reserves fell significantly frpm I~o~+ernt~er until the time of filing, and the Cash flaw
~'rajection indicates that gash xeser~r~s ~w'ill co~atinu~ fo decline even witY1 tie cessation off'
payments an z~gxtgages and other debt; Mr. MacLeod estimated that o~sh reserr~~s ~►~r~►~1d ivn ot~t
in April; distributions to unit holders were suspended last l~ovember; ant1, sotxa~ ~otmal mortgage
defaults have oeau~red.

[2E~] Ho~svever, a seoured creditor mart~~,~ee, Midland S.oan S~~r~rices Inc., submitted that to
qualify far G`~9A protection each individual applicant must be ~. "d~btar company" and that in
tX~e case of one ap~liaar~t, ~uce~nston Manor General Partner Znc., that company was not
insolvent. In his affidavit Mr, MacLeod deposed that the Queenston Manoi T~~' is owed ~i~ the
first Leasid~ ~xp~nszon Y.~inited partnership ("F~.E~"}, Queer~ston or~v'ns end ap~rates a 77-unit
retir~menk c~tuplex in St. C~therines, his teen prafit~ble since 200$ and is expected to r~m~in
profitable tluough 2013. Queenston has been listed for sate, end m~n~geme~nt cux~~ent1~► is
eonside~ing an off~t tp ptuchase the prq~pert~', NZidl~ttd Loin submitted that its Iight of that
tin~ncial situation, na finding oat~Id be made that the applicant, Queenston Tvla,nar t'reneral
Partner Inc., ~~►as a "debtor company".

[27] FUllowing that submiss[on I asked Applicants' counsel wherein the recox•d one could end
evidence about the insolvency of each individual 1~.pplieant, That p~'orttpted ~ break. inn the

~ZOOa~, as c.~.i~. (4`~) 299 (dnt. S:C.7.).
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~ae~ring, at the end of which the Applicants filed a suppl~menfar~r affidavit from Ivir. IvSac~,eod,
Indicating that one of the biggest prnblems facing the Applicants ~c~vtts the Iack of complete and
up-to-date a•eoor~s, in ct~nsultation with the Applicants' CFt~ IVY. MacY.eod submitted ~ char
pravidir~g, to the extent possible, fiu-ther info nation about the financial status of each Applicant.
That chart broke dawn the fin~.~cial status of each of the 5~ Ap~lic~nts ss folta~~vs.

Insolvent 28

Dormant YS

Little or na realizable assets 5

More infox~riatian C4 be made availa~lc to the ca~urt 3

Other: management re~rez~t~e stApped in 2010; $~0,4flq
cash; $270,000 an ral~ti~d~eompany receivables

1

C?ueenston Manor General Partner Yuc, was one of the applicants fc~r which "more information
would be made available to the Cat~rt".

[28] As T lnav~ found, rxthen. looked at as a group, the App~~cants fall within the extended
meaning of "insal'vent". when one descends a fe~v a$~e1s and looks at the financiaE situatia~ of
same off' the aggregator LT's, such as ~'T~~, Mr. MacLeod deposed that ~~,~ is ot~~ of the
tFUgest net debtors ~ i.e. it is u~ab~e to repay inter-company balances fiom operating cash flows
and licks sufficient txet ~sseY ~va(ue to settle the int~rcampat~~ baX~nnees through the immediate
liquidation of assets. The evidene~ therefore supports a ~ind[ng that the corporate gene~~a1 partner
of FLEX is insolvent. Qu~~nsto~i Iv~~no~• is one of scverat assets owned h~ FLEX, albeit an asset
~~~hich uses the fp m of a linute~i pa~~tnership.

[29~ If an insal~vert cam~an~ a~~ns a healthy asset in the form of a limited partnership does the
health o~ that asset preclude it from hein~,Xoined as ~n. applicant in a CCA~1 proceeding? Tn the
circumstances of this c2~se it does z~~t. The jurisprudence undear the CCAA pio`vides tf~~t the
protection o~'the A.ct zr~~~ be e~ctended not only to a "debtor company", taut ~1s~ to entities who,
in a eery' pr~c~tical sense, are "necessary parties" to ensure that that staff' order works. Morawetz
J. put the matter the following way in ~''rrszm Xncome Fund (Re):

The CC~1 definition of an eligible company does not expressly include partnerships.
~owe~rer, CC.~ courts k~~'ve exe~'cised jurisdi~tian to stay proceedings with respect to
pat~tnerships and limited. partnerships v►~here it is just and can~renient to do so. See
Lehndorfj`,' supra, and 1~e Cax~west ~labur Cammunicatlons Corp., 2009 Ca~~sw~Yl4nt
~ i s~ {s.c.r.~.
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The courts hive held that t~tis relief is appxopri~te ~rh~xe the +operations of the debtor
companies are so intertwined with thps~ of the ~a~trt~rships or limited partnerships in
question, that not extending the st~~ vv~ould signifteantl~ impair the effectiveness of a staff
in respect of the debtor Gomp~~ies.

[30] Although section 3(1) of the CCAA requires a court an an initial application to inquire
into the sal~venc~+~ of and applicant, the jurisprudence also xaquires a cot~t to t~l~e into aocaunt the
rel~~tionship between any pai~tieular eornpariy and the urger gx•oup of which it is a meYnb~r, ~s
well as the need to place that company' within the protection of the initial (7rder so that the order
will ~raxk eFfecti~el~Y. ~n the e~ridence filed T had no h~sitatiat~ ire ~c~ncl~ding that given t ie
ir~sol~uen~~ of the overall First Leaside Group and the high degree of inter-cor~ectedness
amongst the Ynembers of that group, the profectton of the CG'.4A n~cded to extend both to the
Applicants aid the 1itt~ited partnerships listed in Schedule "A" to the initial Otder, The presence
of ajl these entities ~,vifhin the ambit of the Tnitia( Order is necessary' to effect ~n arderlX windin~-
up of the insolvent group as a wliate. Consequentl~►~, ~s~rh~~ier Queenston Manor Cireneral ~'ariner
Xnc. falls under the Ynitial Qrder b~ ~virfue df being a "debtax company", ar by ~viytue of being a
necessary panty as part o~ ~n interh~riued whole, is, in the circumstances of'this et3se, a dtstinetion
~vittibut a practical difference.

[31] In sum, I am satisfied that those Applicants identified as "insolvent" an the chart attac~i~d
to Mr. IVIacLeod's supplemezttac~ affid~~i~ ~e "det~tor companies'} within the meaning of die
C`C.~A.~4 and that the other Applicants, as vNell as the limited partnerships listed on Schedule "A" of
the Initial Chdet, ale entities to which it is necess~y and app~apx~iate to extend CC~lA protection.

C. "Liquidation" C'CAA

[32] Vdhile in must ciz~umstances resort is made to the CCAA to "p~imit the debtox• to
continue to carry on busjness -and, where possible, a'vaid tkte soGr~l end economic costs of
liquidating its assts" and to cx'eate "cQndit~ons for presei~tring the status qua while attempts are
made to find common g~.~und amongst stakeholders far a reorganizatia~n that is fau to alt", tla~
reality is that "reorganizations of differing cannplexity regwre dif~e~eaxt Legal mechanisms." 5
That ~~~alit~ has led courts to recognize that the CCAA may b~ used to sell substantially all of the
assets of a debtor company to preserve it as a going. concetx~ under new own~rs~aip,~ or to ~vind~
Lip Ol• Liquidate it. rn Zeh~rdor,~''Ge~aer~pl 1~arYr~er~ rya ~~~~ .~~1~~ r, ~ibs~r~ed;

Yt appears to me that the purpose o~ the CCAA is also to protect the interests of creditors
and to enable an ord~riy distribution of the debtor camp~n~'s affairs, This .may aavalr~e a
~inding~up or ~igtYidatian of ~ compa~~ ar ~impl~t a substantial downsizing of Yts

~ 2Ql 1 01~SC 206], pai~as. 26-27.
s Cer~r~rry ServPccs Irrc. v. Canada (~ittorney Cenert~!), 2010 SCC 60, pars. 7 5, 77 and 7fi.
~ ~or[el l~'etnoiks Corp. (Re), 2x09 ONCA 833, pare. 4~G; see YCevi,n ~'. Me~leheran, Commercial ~'ns~tvency in
~rrnada, 3ecvnd ~'diJton (7`orotua: T.extsNexis, 2p11), pp_ 284 et srq.
~ []593] O J'. No. L4 {C3~u. Y]iv.~. In 1'3r~'ke Prp, zrcl, (Re}, (2p0~] O,r. Na. 2]$4 (~.C.J".), WilCOn-Siegel 1. SfaCed, ~t
pnr~grapli 1 Q: "'t'Vltile res~rvacions are expressed from tt~bc to tSmc regarding the ~pprppri~Ceness of a "(igqic~~ting"
CCRA proceeQing, such graceedfngs areper~nisslble under the CCAA."
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business op~'atians, prc~rrided the same is proposed in the best interests of the creditors

gener~ll~. See Assoc. I»vestvrs, supra, at p. 318; Re Amirault Ca. (1951), 32 C,$.R.
198tS, (151) 517.~,.Tt. 20~ {I~,S,S.C,) ~t pp,1S7-8 (C.~.~t.).

[33] In the decision of Assac~ated ~~tuestr~rs of Catsada Ltd: (1~e) refcrred to b~ Farley 3., the
Alberta Court of Queen'S $OnCh Stated:

The realities of t12e modern m~rketpl~ce diat~atc that cpuTts of la'w respond to commercial

problems ~n itutovative ways without sacrificing legal principle. In my apinian, the
~ampanies' GS:cditors Arrangement AGt is not restricted in its appticatic~n to comp~ies
~vvhich are to be kept in business, Moreover, the Count is not without the ability to address
withiY7 its jurisdiction the concerns expressed in the ~ntana c~.scs. The Act may ~i~
invok~tl as a means of liquidating a company end r~~tinding-up its affairs but oni~ if
cextain conditions precedent Are mkt;

1. It must be demonstrated that bane#its'w~ould likely flovu to Creditors that would
not othe.~~wise be a~vallttble if liquidation were effected pursuant to the Bankruptcy
Actor the V4~inding~Up Act.

2. The Court must concurrcntiy pxa'vid~ directions pursuant to Gompatibl~
IegisIation that ensures judicial control over the li~}uidation process and a~~
effective means ~~rhereb~ the affairs of ~ Gt~~pan~ m~~ be investigated and the
x~sulfs ~f that investigation madQ a~ailabie to the Cau~t.

3, A'Pl~n afArrangement shouldnot receive jud~c~a~ sanGtip~. t~n~i~ the Court has
in its possession, alI of the evidence neGesstup to allow the Court to praperl~
exercise its discxetion aaco~-dirtg to standards of fiairness and reasonableness,
absent an~r findiri~s o~911eg~lity.g

The editors o€ 2'he 21112 ~ir~nt~tated .~a~kruptcy and Insolvency Act take some issue ~~vith Chc
e,cte~t of those pond tiaras:

With respect, these conditions maybe too rigoxous, Xf the Cotu~t finds that the ,plan is fair
and reasonable and in the besC intezests t~f creditor's, and them are cogent reasons far
using the statute rafiher than the BIr1 ar, t~ilRr4, there sums no reason why an orderly
Iiquxdatian Cau1d not be e~rried out under the CC'Art ~"

[3~] Mr, ~~cGead, the CRO, tlepased that no viable plan exisfis to continue dust ~.easide ~s a
going concern and that the most appropriate-couxse of action is to effect an arde~l~ vy'i~nd~d~wn of
~rrst ~,~aside's operations o'~e~ a peh~i~d of tirn~ and in, a manner which will create the
ap~o~~znit~' fa realize improved nit asset value.. In his professional jud~znent trie CCAA of~exed
the mast appropriate mechanism by which to conduct such ~t~. prder~~ l~t~uidatiQn:

S x`i,str»uesrors Cap. (Re) (1987), 4b D.L.R, ~A'h) 669 (Alta ('~.~.), part. 3b.
~ ~~aulden, Morawetz &Sacra The ~DIl yin»atarerl Qankruptcy crr~d Insolvenc}~ Act, N§ 1, p. 1099.
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~T]he best way to px~amate this ~v'ind~dpwn is through a filing undex the C~'A~1 sa that all
issues — especially the numerous investor and creditgr cl~irns and f.~ie infer-com~sany
claims — can be dealt with in one forum under the super~rision of the court.

xn, its Pre-filing; Report the Monitor a~sa supported using the CCAA to implement the
"restructur~n~/wind-up p~an(s} in ~ stabilized enr~iranment".

[3S] Both the C~tO a,nd the prUposed Monitor possess e^ctensive knowledge about the
~ti~orkings of tl~e A.pplic~nts. Both support a process conducted u►r~de~' the CC.~1.4 as the most
pi~actiicat find effective way in which to dial with the affairs o~'Chrs insolvent group of companies,
No party cor►testcd tiie availability a£ the CCAA to conduct an orderly winding~up of tie affairs
of tie Applicants talthough, as noted, some pasties questioned ~~hether certain ez~tiCies should be
i~xoluded ~s~vithin the seape of the Initial Order}. Ci~iven that sta~t~ t~f ~f~~irs, I saw no reason not to
n.cce~t the professional judgment of the C~.~ and the proposers .Monitor that a liquidation under
the CC,~A was the mast appropr~u~te route to take.

[3 F~1 Moreo~~r, Z s~~v xta prejudice to claim~.nt creditors 6y permitting the ~i~nciing-up of t~.e
First Leas~de Qroup to proceed under the CC~A instead of under tk~e BIA in view of the
convergence which exists between the CCAfI and 13.E an the issa~ of pY•ioriti~. As the Supreme
C:aYyrt of Canada pointed out in Century Ser~vlees;

Because the CCA.A is silent about'vtrhat happens if retirganization faits, the Bra scheme of
liquiclatxan and distribution necessarily supplies the bacicdxap fox r~vhat Mill happen if a
CC.~4 reorganization is ultimately unsuc~~ssful,~~

A~ the British Columbia Court of Appeal observed in C'aterprllar Financial ,ServtGes Ltc~ i~.
36Unet~vorks Gorp. intorestcd pa~•ties also use that priorities backdrop to negotiate successful
CCAA 1•eorgani~~►tions:

While ~t might be suggested that CGAA proceedings may require those with a~ financial
stake in the company, including shareholders and creditors, to ~omprozn~se Sams of
their rights ui ar~der to sustain the business, it cannot be said Ch~~ the priorities between
those r~it~i ~ financial stal~~ axe m~~ni~t~gless. The right a£ creditors to realize on and►
security may he suspended pending the filial approval of the cou7tt, but this does not
r~n~er their pptential priprity nugatory, Priorities aye alvva~s in the bacl~ga.~QUnd and
izxfluence the decisions of those who vote on the plan. ~ 1

[37] I therefore concluded that t[ie CCAA was available to the Applicants in the cixo~amstances,
and T sa ordered.

10 Century Se~vtces, supra., pars. 23.
" (2G07), 279 D.L.R. (4~') 701(B.C.C,A.}, para. 42.
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[3$] The Applicants sought the appointment of ~r~ser 1V~ilner ~~sgrain ("FiVIC"} ~s
1~.~~reszntative Counsel to represent the interests o~ the same 1,200 clients of FL57 in this
~r~cezdirig, subject to the right of any client to opt-out of such representatia~. The prppased
Manitoz expressed file view that it would be in the best inte~;ests of t~.e FL Crroup and iCs
investors to appoint ~t.cpresentativ~ Counsel, No party abject~d to such an appointment. I
re~rie~ved the qualifications attd experience of proposed Representative Counsel and its proposed
fees, ~i~d I r~vas saCisfied that it would be appropriate to appoint AMC as Tt~presentati~ve Counsel
can the terns set out in the Initial C1rdea•.

[39] The Applicants sought the ap~aintment of Cr.S. MacLeod c~ Associates Tnc, as C~t.a of
rirst. T~easids. N'o party ot~jected to that apppintment, The Applicants inalu~et~ ~ Gop~ of the
G~~'s December 2~, ~~~ 1 detention Ag~~eement in then materials. The proposed Manitoc
st.~~ed that the appointment of a CRO was important to ex►suce an adequate le~e~ o~ senior
corporate governance leadership, T ag~~ee, especially in 1ighC of rlie r~+ithdr~~~val of Mr. Phillips
last Ne►~ember from the management of the G}raup. The. proposed tvionitor repoi~t~d that the
ter~xas and conditions of the R,et~ntion Agreement were consistent r~vith sitnil~x arrangements
approved 6y other courts in CCA.~. pxace~aings and the i~emuineration payable was reasonable in
the circ~nistances. ,~,s ~ resulf, I caz~~rmed Che ~ppoir~tme~nt of G.S. Mae~,ead & Associat,~s Xnc,
gas ~Rc~ of First Leaside.

[4d] Fin~ll~', I appaintec~ Grant Thoi~ton ~s Monitor. Na panty objected, ~.nd grant Th~iz~cxtox~
has extensi~Te knowledge of the affairs of t~~ first T.,easide Croup,

V`I. Adrninistr~tian anc~ D&~ Charges and theY~r prioar~tYes

A, Charges sought

[41 ~ The Applican't's sot~~ht approval, pursuant Co section 1 Y .52 of the CC~.A, of an
A~ditxiiniStratipn Charge in the amount of $1 mx!(ion to secure amount$ owed to the Estate
Professronats — First Leiside's legal ~d'visdrs, the. CRQ, the Iv~~nitar, and fhe Manitai•'s counsel,

[42] They also sat~~ht ttn. a~~~er indemni~ing tihe Applicants' di~~ectors a~~d officers against and
post-firing liabilities, together with appibval, pursuant tQ sectiotY 11.51 of the CC~2A, of a
DirBCtai and Of~iCOr's Ch~rg~ in the amount c►f $250,004 as _security for such an indemnity.
~iistorically the First Leasid~ Group did not maintain D~tJ insurance, and the Xndep~endent
Comrnitta~ was. not able to secure such insurance at reasonable rates and te►xns when it tarred to
do s~ in 201 l .

[a3] The Monitor stated that the amount of t'he Administration Charge was established based
on the Estate Frofessian~ls' previous h~stor~ and experience with restructurings of similar
i~nagnitude and complexity. The Monitor regarded the amou~nf of t[xe Q&1~ Charge as reasarzable
under the circumstances. The hlnnitox• commented that the combined amount of both. charges
($~.ZS million) was reason~hle in comparison with the amount owing to moirtgagees ($176
i~iillian).



=b. ~? it'1~ 1s~:~v~~A~' No. ~'Sb P. 1~,~18139

Wage Y 3

[~~~ Tn its rire-filing ~Leport the Monitor did note that sha~~tly before coznmet~cing this
a~~fiGation the Applicants paid $250,OD0 to counsel for the Independent Cominitree of the
Bard. The Monitor stated that the ~aayment might "be subject to review by tha Xvlonitor, i~/when
it is appointed, in accordance with s. 36.1(1) of the CCAA". i~To party requested an adjudication
of this isspe, so Z refer to the matter simply tQ record the Man#tot's 0~pt~e3S~4n Of COnCePC~.

[4S] Based on the evidence filed, r concluded that ~t vas necessary to grant the charges sought.
iri o~•der to secure the ~eivi~es oaf the Estate Professionals end to ensure- the continuation of the
directors in ti~eir officers at~d that the amounts of the charges were reasonat~[c in the
cucumstar~ces,

~, Prioxfty Hof ch~r~es

[46] Thy Applicants sought sup~rYprioYity for the Administ~•ation and bb~C~ Charges, ~w'ith the
Atlmrnistratian Ghttrge enjo~i~ng fi~tsi pxiari#~ ~n~i tie D8~0 Charge seeand, v~xith some
madification with respect to the property of FL,SI tivhich the. Applica.~ts had negotiated with
TrROC.

[4?] Tn its ~'re-fling ~tepox~t the proposed Monitor stated that the ,mortgages appeared to be
vve11 ~rallaterali2ed, ar~d the mortga~ess ~a~uld not b~ rnateriall~ pr~j~dic~d b~ the grantzng of'the
prapasecr pxiorit~ charges. The proposed Mat~itar repox~Cec~ that it planzaed to work with the
Applicants to develop a methodology which vaould allocate the pria~ity charges f~iily ~znt~ngst
the Applic~nt~ and the- included T.ps, and the a~lacation mefhoaolo~~ de~vala~ed would be
suUrr~itted to .the Court fog• r~'~iew end ~ppraval.

[a8] In Inatalex L~mrte~l(Re~12 the Cou~'~ of Appettl 1~ev'~rsed the super-prioiity initially given to
a UIP Ch~ge by the motions judge in an initial order arid, instead, fallowing the sale af` the
debtor corngany's assets, gratified priority to deemed #rusts fox pension de~cienc~es, Xz~ reaching
th~r clecisian Cau~~ o~ A~pea1 obsetv~d that effected persons —the pensioners -- had net been
provided at the beginning of the CCA~ p~•oceeding tivith an a~prop~Iate opportunity to participate
in the issue Qf the priority of the n7~' Charge. ~ 3 Specifically, the. Court of Appeal held;

Xn fihis case, there i~ nothing in the record tp suggest that the issue of ~arampt~z~tc~ vv'~s
in~vaked an April 8, 20 9, ~c~vhen Mor~~veYz J. ~m~nd~d the Tniti~l Qrder to incl~cde the
super-p~ao~~ty charge. The ctacuments before the court at that time did not cleat the court
to the issue oz suggest that the FBA deemed trust would have fn be ove~lidden in order
for Tndalek to proceed with its I7T~' ~inancxng efforts while under ~'~AA protection, Ta
the COntz~i•~, the affi~a~vit a~ Timothy Stubbs, the then ~;E~ of ~nd~le~, s~~a~x~ A.~x~i1 3,
2009, was the primary source of infa~nation before t,~e Cotti~t. Tn p~~. 74 of his affidavit,
M~, Stubbs deposes that 7ndalex intended to comply with all applicable laws including
"regulatQr~ deemed trust req~irezne~ts",

'~ 2011 CahT~A 265.
~s lbrd., pare. f S5.
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Wl~rle the super-priority charge provides that i~ z~nks rn priority over tt~rsts, "statUtOry pr
otherwise", T do not reed it as taping p~iaritq over the dccmee~ trust in this case bec~a~e
the deemed t~vst was not itien~ified b f~ the court at the fitne the chaxge ~~~s granted acid
the affidavit evidence suggested such a priority vvas t~tuieeess~ey. As nn finding of
paramountcy was made, valid provincial l~~s ~onfinue to operate: the supea.•-priority'
charge does not override the PB,~ deemed t~vst. The two operate s~quentiall~, ~s~ith the
c~e~med ~•ust being s~tisfiecl fit•st from the Reserve fund. ~~

[49] Tn his ,recent decision in Ti~rzminca Lrrnited (Re}L5 {"Tirnminca Y") Iv~ara~cretz J. described
the carnmercial re~lit~ underpinning requests for Adrnin~stratlon end I7~&Q Charges in CCAA
proceedings:

In my vieti~v, in the. absence of the court granting the requested super prior~t~r and
prat~ction, the abjecti~es of the CCAA would be fiustratcd, Tt is not ~eason~ble to e~tpect
That professionals will take t ie risk of not being paid fox their sei^~ices, end that directors
ry.rid officers will remain if placed in a eompromis~d position should the Timtxtinco
~7itities canti7nue CC.4A ~rocee~ings ~vithout the requested protect~oYi. 7`he au#Come of
the #'ai~wre to provide these zespective groups with the requested p~•otection ~vould, in my
vie~v, result in tie overwhelming likelihood that the CCAA proceedings would come to an
ahnipt ►alt, fQ]lawed, in all lil~~lihaad, by bttt~uptcy proceedings. ~b

[50] Yn its arc-filing ~Lepoi~t the proposed Monitor e~rpressed the view that if the prciorit~r
c~aargES were npt gntuated, the First Lca~ide C~rou~ likely wQUld not be 2~ble to proceed under the
CCt1A,

[51] Tn mfr ~v~e~v, absent an e~~ress order to the contrary by t~~ initial pr~.es applications j~ldge,
the issiYe of the priorities enjoyed by administration, DBzp ~ztd UI~' lending charges should be
finalized at the comrnencemont a£ a GC.~A prviceeding~ Pra~essiona[ services aye provided, and
T~Z~' funding is advanced, in i~eii~nce o~► super-priorities. contained in initial orde,~s. T'o ensure the
integrity, predicEability and fairness of the CG`AA process; certainty must acG~m~~n~~ the granting
of such super-priority charges, 'When those impot~t~nt objecti~'es of the CC~1 process are
coupled with the Couz•t of Appeal's holding that parties affected by such priouty archers k~e given
an oppartu~ity to raise any paramountcy issue, it strikes me that a judge hearing ~n initial prc~er
application shQl~ld directly raise with the p~.~ta~s the issue of die priority of'the charges sou,~,ht,
including and possible issue of pa~~amountey in respect of competing claims an the debtor's
property based on provincial legislation.

[S2] Accardzngly I .raised that issue at the commencement ~f the hearing last Thursday u~d
requested submissions on the issues of priority and pa~'amou~tc~ fl~om and interested part.
Se~reral ~pa~~tres made su~missrons on those paints: ([) the Applicants, propQSed Monitor and
proposed Represent~t.ive Counsel submitted that the ~aurt should address any ~riarity or

'~ Ibrd , p2~rt~s. 178 t+nd 179.
1~ Z012 ON'SC Sb6.
"' 1'birL, porn. 66.



f:~. 2 ~. 2 C 12 1 ~~ ~~~ 4A~`

- T'age 15 -

Flo. ~'Sb P. lb!1c 
141

par~mauntc~ issues raised; (ii) T~t.00 advised that it did not see any pararnauzatc~ issue in
resp~et of its interests; {iii) COUnS~1 ~Ox iVjidl&nt~ Loan submitted that c~ p~~~tnO~IntiCy issue existed
wi#h respect to its client, a secured maz~t~agee, because it enao~red certain p~:operty rights undei
provincial mpz~tgage I~,w; she also argued that the less than fpli day's notice of the wring given
by the Applicazy.ts was inadequate to permit the mortgagee to considex its pa~ztion, and her client
should be given seven. da~~ to da so; and, (iv) COUIlSGI. ~QY ~1 C4ri5~1`tiCtlblL lien ~laYmar~t,
Structfr rm Tntea~atlonal, vvho spoke on behalf of a numbex ~F suah lien claimants, made a similar
st~bmissioct, Contending that the construction 1~en o1atmants required l0 days to determine
~rEl~eher they shtaald make submissions an the relationship between their lien claims. and any
super-priority charge granted u~r~d~~r the CGAA.

[S3] I did nat gr~za.t the adjotrrnmant requested by the moi~t~~ge~ end construction lien
claimants fir the following reasons. First,. the fa.ots ins Xrrc~alex ~~rei~e quite different from those iri
the present case, involving as they did considerations of what fiduciary d+xt~ a d~btar company
awed to pensioners in respect o~ ur~d~~~funded p~nsian lia~iliti~s, I think caution must be
exercised before exfi~nding the holding o~ In~alex concerning CC~4A-authorized priority charges
tcx Uthe~i ~itu~tions, such as the one befat~ me, 'which do not involve claims ixvalving ~aensian
deficiencies, but claims by more "oid9»~ry" secured GI•editors, such as mortgagees atad
cvns~iuction lien claimants,

[S4} Secand, X have same difficulty seeing how constitutiana~l issues of pa~arr~ountcy arise iri
ara. a C'C.~A proceeding as between elaitnS to the debtor's prop~i~t~ by secured ci~ditors, such ~s
martg~~ees and construction lien clairn~n~s, end persons granted asuper-prio~it~ eharg~ by couirt
order under sections l i,51 end 11.52 of the CC~1, At the ris1~ of grass o~vex-simplification,
Canadian canst~tutic~n~r law places the issue of priariti~s of secured cceditats isx different
l~gislatiirre ballir~vicks depending pn the health of the debtor company. 'W'hen~ ~ cc►mp~ny is
hea~tliy, secured credi~tQr p~ipxities usu~ll~ aye determined under prp~r~ncial l~~~vs, suoh as
personal prapeity secttiity le~is~~.tion and related statutes, 't~v'hi~h result fi~nm provincial
leUislatures e~tercising their powexs with respect #o "pr~peTt~ aid oi~vil nights in the ~ravinc~".17

~-S~~~wever, when a company gets sick - becomes ~nsol~vet~t -ate Constit~trtivn vests in I'~cli~me~t
the power to craft the leg isl~ti~v~ regimes which will govern in -those circumst~nc~s. ~~e~cisirig
its ~orntei• in z~espect of "bankruptcy and insolvency",~~ ~'atliam~nt has established legal
frameworks under the .BIA and CCAA to administer sicl~ companies. priority deteimninati~ns
under the ~ryG'AA craw pn thc~Se set out ~~t the BSA, as r~~ell as the prov~sians of the CC~4t4 r~ealing
~,vith specific alairns suoh as Cra~t~vn ts~usts and other claims.

[55] ~s it his e~val~~d a've~ fhe dears the constitutional dootcine of par~mountc~ polices the
o~Yerlappxng effects a£ valid federal and provincial legisla#ipn; "The doctrine applies not only to
cases in which the prac~ neial legislature his leg~sl~ted pursuant tt~ its aneil~aiy dower to tench
ox~ an ai:ea of f~der~l ju~;isdietibn, but ~Iso to situations in which the provincial legislature fiats
r~ithin its piimai~ po~vv~xs, and Parliament pu~•suant to its ancillary paw'e~-s."lg Since 196U t~►e

y7 Cnnsr~lutiun r1c~, 1867, s, 92 ¶13,
~g Ibr~1., s. 91 ¶2t.
i~ ~artarl~urr l~es~er~n Bank v. Alberta, [2~07~ 2 S.C.R. 3, pa7~. 69.
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Supreme Co~~t of Canada has tx~av~elled a "bath of jud~ciaf res~r~int in questions a~
p~z~arrrauntcy".2Q That Ca~trf his not been prepared to presume that, by legislating in zespe~t of a
mater, Parliament intended to rule out any possible provincial action in respect of that subject,2t
unless (end it i~ a big "unless"}, p~tliament used very clear statutory la~lguage to that effect 

zz

[Sb] I h~~e found that the Applicants have entered the world of the sick? or the insolvent, and
Hre eligjble for the pr~tectio~ of tlne federal CC.AA, The federal legislation expressly brings
iriortga~ees anti construction lien claimants within its iegimes —the definition of "secured
creditor" eont~ined in section 2 of the ~'C.A.R specifically includes "a holder of a mortgage" and
"~ halter of a . , .lien. , , on o~~ against... all or any of the pr4pPa,~ty ~f a debtor company as sec~rit~
for indebtedness o~ the d~btdr company". The federal legislation also expressly aathaz~izcs a
court t~ grant piiarity to administration at~d D&O ohaiges over the claims of such secured
crec~itoi~ o£ the debtor.~3 Yn light of those express provisions in sections 2, 11.51 and 11,52 of
the G'CAA, and m~► ~indit~g that the Applicants ace ~ligihle for the ~aintection affea•ed b~' the
C'CA~1, Y h~ci gte~t dif~'ietiity understanding ~~vh~t ~rg~ment could be advanced b~ the mortgagees
and co~st~uction lien claimants abat~t tlYe concu~~ent operation of pro~tincial and fedora! ~a~v
~vhiGh would relieve them froze the priority chi ge provisions of the C~`AA. T tNierefare did ndt
see any practical need for ~n adjoui~cunent.

[57] finally; sections T1.51(I} and 11.52(1) of the C'CAA both require that notic+~ be gi~►en to
secured creditors ~+vho are likely to be affected b~ an administration ~r JJ&0 charge before a
court gr~►~rs such charges, Tn the present case I was satisfied that such notice had been g~~vez~.
Was the notice adequate in the Citcumstances7 T conoluded that it was. To repeat, making due
allotiv~c~c~ far the. untinzited creativity pf lavyyers, I h~we difficulty seeing 'uvhat conouirent
op~ratia~ ~rgtyment could be advanced bar mortgagee and ccanst~~tction li~;~ claims against court
ordered super-priority charges under sections 11.51 and 11,52 a~the CC.A~4. Second, as repoi~ked
by tl~e proposed Monitor, the quantum of the pcloi~ifiy charges (1.25 million) is reasonable in
comparison ~tvith the amount awing to mortgagees ($176 miIlian) and the mortgages appo~xed t4
be well collatei~lized based an available information. 1`hud, the AppCic~t and Monitor ~vill
develop an allocafian methodology for the priority ~h~ gas for Inter consideration by this Cau~fi.
The prc~~~sed Monitor a~eported:

IC is the Froposed Monitor's view that the allocation of the ~~bpased priority charges
should be carried out on an eq~it~blc and proportionate basis ~v1~i~~t recognizes the
separate jnt~rests of the stakeholders ofeach of the entities,

Tie secured e~~editors ~~vill be able to make-submissions on ~n~ proposed allocation of the priority
chat'ges. Finally, while 7 understand why the secured creditors arc focusing on their s~~ci~ic
interests, it must be recalled- that the '~~vat'1~ secured b~ the priority charges will be pe~a.~£armed fog•

2012uil:nrphs, .8errsan &Hedges Ina v. Snskatche~vn,~, [2ppSJ 1 S.C.R. ] $$, paca. 21
21 Curradian Western B~rnk, su~rcr., para. 74.
12 Rothma»s su~r~., pare, 21.
zJ CC„~4 ss, 1 I.SI(2) and 1].52(2).
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the benefit of all creditors c►f the Applicants, including the mortgagees anal construction Lien
claimants, All creditors will benefit from an oxderly winding-up of the aff~iis of the Applicants.

[SS] rn the event that I am inconect that no pacamauntcy issue azises in this case 1t~ respect of
the prinrit~ ohttrges, I echo tha statements made by iviorawetz J. in ?'tmminco Y which T
r~pXOtl~tced in paragraph 4~ abo~r~. In Indalex the Cotu~t of Appeal accepted that "the CAA
judge can make an order granting asuper-priority charge that has the effect of overriding
provincial legislation" ~4 T find that it is both necessary and appropxiate Ya grant super priarit~ to
both the Administration and l~&O Charges in order to ensure that the objectives of the CC.4~4 are
zxc}~ fi~istrated.

[S9] Far those reason$ X did nat grant the adjournme~:t requested by Midland ~o~ri e~nci the
construction lien t~l~im~nts, concluding that they' hsd been given adequate notice in the
circumstanC~s, and Y granted the requested Administration and T~BcQ Charges.

VII, Other matters

[6p~ At the heaxing counsel fpr pn8 c7~t~t~ Construetinn lien G1~irna~ltS S6'~ght confirmation that

Y~~r granting the Initial Or~ex a const~~uction lien el~ima,nt 'whta hack issued, but not served, a
statement of claim ~'nior to the granting of the order 'would not be preve.~nted fi-om sewing t ie
st~tecnet~t oP clttim on the AppliGat~ts, Counsel #'or the Applicants confirmed that such statements
c~.f cl~inn could he served tin iY.

[6 ~~ At t1~:e hearing t ie Ap~licanYs s~.bmitted a modified ~otm of the model Tnitia! Order,
Cec~taii~ amendrnent~ w'ea;e proposed during the haring; the parties had an app4~~t~unit~' to mike
submissions v~. the pxogbsed amendments.

'V'Yii. Summary

[62~ ~'hr the ~'oregaing reasons T was satisfied that it vtir~s appropriate to grant the CCAA Initial
Order in the dorm requcstec~. T signed the Initial Clyder at4:0$ p.m, SST one Thursd~~, Febru~uy
23, 2012.

D. M. Brown .

Date: Febt•uary 26, 20I2

''' InduJa~c, s~~rpru., para. 176.
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Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR CURT O~ JUSTICE

(COMMERCIAL LIST)

THE HONC7URABLE MR. ) FRIDAY, Th-IE 23~a

JUSTICE MC7RAWETZ ~ DAY OF MARCH, 2012
r--~ o u r~ r ~-._

?~ ~„~~ ~E ~~TTER OF THE COMPANIES' CREDITORS ARRANGEMENT
~ ~" ~ ACT, R.S.C. 1985, c. C-36, AS AMENDED

l~►~~~I" T~ MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
~r~~~~aside Wealth Management Inc,, first Leaside Finance Inc., First

~e~s~de Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086U56 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Inc., 9.65010
Ontario Inc,, 1045517 Ontario inc., 1024919 Ontario Inc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
'124442$ Ontario Ltd., PrestonOne Development (Canada) fnc., PrestonTwo
Development (Canada) Inc., Pr~stonThre~ Development (Canada) Inc.,
PrestonFour Devetopmenfi (Canada) Inc., 2088543 C?ntario inc., 2088544
Onfiario Inc., 2088545 Untariv Inc., 1331607 Ontario Inc., Queenston Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 antario Inc., 1418361
Ontario Ltd., 2128054 Ontario Inc., 2069212 Ontario Inc., 7132413 Ontario
Inc., 206717'1 Onfiario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049075 Ontario Inc., 1048016 Onfario Inc., 2007804
On#ario Inc., 2019418 Ontario tnc., FL Research Management Inc., 970$77
Ontario Inc., 1031628 Ontario Inc., '[045516 Ontario Inc., 24Q4516 Ontario
Inc., 2192341 Ontario tnc., and First Leaside Fund Management Inc. (the
"Applicants")

ORDER
(First Extension of Stay Period)

TMIS MOTION, made by the Applicants for an order, among other things,

extending the Stay Period to June 29, 2012, was heard this day at the Court House, 330

University Avenue, Toronto, Ontario.

~e€;di*~3os7a~.s
C,egal M73U3744. i
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ON READING the notice of rnation dated March 21, 2012, the affidavit of

Gregory MacLeod sworn March 27, 2012 ("MacL.eod Affidavit"), end the first report to

the court (fhe "First Report") of Grant Thornton Limited, in its capacity as court

appointed monitor ("Monitor") of the Applicants and the limited partnerships listed nn

Schedule "A" hereto (collectively, "First Leaside"), and upon hearing the submissions

of counsel for the First Leaside, the Monitor, and representative counsel far the clients

of Applicant First Leaside Securities Inc.,

1. THIS COURT ORDERS that the time for the service of the notice of

motion and motion record herein be validated and abridged and any further service of

this motion record be dispensed with.

2. THIS COURT ORDERS that the "Stay Period" as defined at paragraph 19

of the Initial Order of the Honourable Mr. Justice Brown dated February 23, 2012 be and

is hereby ~xtend~d to June 29, 2012.

3. THIS COURT ORDERS that, subject to obfiaining the Monitor's prior

written consent, G.S. MacLeod &Associates Inr,., in ifs capacity as Chief Restructuring

Officer of First Leaside ("CRO"), be and is hereby authorized to enter into sales,

marketing and/ar listing agreements with agents, realtors and/or brokers in furtherance

of the marketing and sale of First Leaside's real properly.

Leg~F~7308744.5
Legal~`7308744.5
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Schedule A

_..._.....---.._._.. -----.v_____.___..
Mill Street Limited Partnership

Development Nates Limi#ed
Partnerships

Special Notes LP

First Le~side Properties LP

First Leaside Realty LF'

First Leaside Real Estate LP

First Leaside Global LP

First Leaside Income LP

First Leaside Investors LP

First Leaside Optimal LP

First Leaside Preferred LP

First Leaside Premier LP

First Leaside Progressive LP

First Leaside Quality LP

First Leaside Real Estate LP

First Leaside Realty fl LP

First Leaside Retirement Residences LP

First l~easide Superior LP

First Leaside U[fiimate ~.P

First L.easide Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments L.P

Tire Shores LP

Old Mill Pand LP

Legal*7308744.5
Legal*73087A4.5

The Bluffs of Lakewood L.P

First Leaside Spring Valley LP

I First Leasid~ Partners LP

First Leaside Opportunities LP

Preston Racquet Club Real Estate
Limited Partnership Series 910 PA

Preston Racquet Club Real Estate
Limited Partnership Series 910 PB

Preston Racquet Club Real Estate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estafie
Limited Partnership Series 910 PD

FL Master Texas Ltd.

~'LW Pand Master Ltd.

FLW Shores Master Ltd.

First Leaside Acquisitions LP v

Queenston Manor LP 
__...—___..._....,~.._.__

First Leaside Acquisitions 2000 LP

First Leaside Advantage LP

First Leaside Developments LP

First l.easide Elite LP

First Leaside Select LP

First Leaside Enterprises LP

B&W LP

First Leaside Entities LP

First L,easid~ Expansion LP

First Leaside Growth LP

First Leaside Operations LP

First Leaside Unity LP



•

First L~aside Visions ! LP

First Leaside Visions II LP
i
j First Leaside Visions III LP
i
j first Leaside Visions IV LP

iMetabacus Lf'
Gre~ncore LP

i Marksman Cellject LP

(JMISA LP

Dassierview LP

eSight LP

Tyromer LP

Place Cancarde East L.P

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Beverages Group Limited
Partnership

F.L. Retirement Residences Limited
Partnership

First Leaside Global Limited Partnership

First Leaside Venfiures Limited
Partnership

Special U.S. Nafes Limited Partnership

FLWM Holdings Limited Partnership

[,egal*7308744.5
l..cgnl*7308744.5
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?~i;S i s f'0 C:[R'f!rY T!!11T THIS LA P~'ESCNT ATTEST QUE t;E
DOCii;is:~lT, rAG} i'Af~E Of DOCUML-NT, p~NT CHACUNE Court File No. CV-12-9617-OOCL
~~'~'I11CN '~ ~TAhlFED WITH fHE OES FADES ES7 R V~TUE QU

'•,f r,l "~ `1'~ Sl;' =:NIUR G(1URi' SGEAI! pF. LA COUR SUPkRiEUf~E
QE 1U;?IC.E AT 'C:;ROP~TO, IS h Ok Jt3STiC~ A TORONTO, EST UNE ONTARIO
r~sUE r„)pY ;~F'f„(.: LtOt;UYEPdT CQPIF CdNFQRME DU DOCUMEN7
ors ri~.~ ~r~ }}~,, ~rricc co►as t~v~ oa~as cF au~~pERIOR COURT OF JUSTICE
on,•r; ~r T,~~±o,~ro ~r,is o~ oav or zo ~ (Commercial List)
~ l=,f "i n ' pR(i(CTQ Ll: ~~~ JOUR OE

'j ~~., -- HE M/~F2 OF THE GOMPANIES' CREDITORS ARRANGEMENT
,t~,A t'~ ~ o,~ ACT, R.S.C. '(985, c. C-36, AS AMENDED

,,~ ' _ ..~ _ v~

t`~ A ~J _ E II~ TTER OF A PLAN OF CQMPROMISE OR ARRANGEMENT OF First
!~; ~ .. e W~ Ith Management inc., First Leaside Finance Inc., First Leaside
~G .S~c t ~ Irk , FL Securities Inc., First Leaside Management Inc., First Leaside
``~, Aacq gr in ~ d Tax Services Inc., First Leaside Ho{dings Inc., 2086056 Ontario

~~"a~~,~~ ri~easide Realty Inc., First Leaside Capital Inc., First Leaside Realty 11
Inc~trst Leaside investments Inc., 965010 Ontario Inc., 1045517 Ontario Inc.,

124919 Ontario Inc., 1031628 Ontario fnc., 1056971 Ontario Inc., 1376Q95 Ontario
Inc., 1437290 Ontario Ltd., 7244428 Ontario Ltd., PrestonC~ne Development
(Canada} Inc.,, PrestonTwo Development (Canada} Inc., PrestonThree

Development (Canada] tnc., PrestonFour Development (Canada) Inc., 2088543
Ontario Inc., 2088544 Ontario Inc., 2088545 Ontario Inc,, 1331607 Ontario Inc.,
Queenston Manor General Partner Inc., 1408927 Ontario Ltd., 2107738 Clntario
Inc,, 1418361 Ontario Ltd., 2128054 Ontario Inc., 2069212 Ontario Inc., 1132413
Ontario Inc., 2067171 Ontario tnc., 2085306 Ontario Inc., 2459035 Ontario Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions Management
Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007804 Ontario Inc., 2019418

Ontario Inc., FL Research Management Inc., 970877 Ontario Inc., 1031628 Ontario
Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario Inc., and first
Leaside Fund Management Inc. (collectively, the "Applicant" or "Applicants")

CRO's CERTIFICATE

RECITALS
A. Pursuant to an Order of the Honourable Justice Brown of the Ontario Superior
Court of Justice (the "Court") dated February 23, 2012, G.S. MacLeod &Associates
Inc. was appointed as the chief restructuring officer (the "GRO") of the undertaking,
property and assets of the Applicants.
B. Pursuant to an Order of the Court dated April 30, 2012, the Court approved the
agreement of purchase and sale made as of March 16, 2012 (the "Sale Agreement")
between Queenston Manor Genera( Partner Inc. (the "Vendor") and Starlight
Investments Ltd. on behalf of D.D. 382 Queenston Ltd. (the "Purchaser") and provided
for the vesting in the Purchaser of the Deb#or's right, tit{e and interest in and to the
Purchased Assets, which vesting is to be effective with respect to the Purchased Assets
upon the delivery by the CRO to fihe Purchaser of a certificate confirming (i) the
payment by the Purchaser of the Purchase Price for the Purchased Assets; (ii) that the
conditions to Closing as set out in the Sale Agreement have been satisfied or waived by
the CRO and the Purchaser; and (iii} the Transaction has been completed to the
satisfaction of the CR4.
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C. Unless otherwise indicated herein, terms with initial capitals have the meanings
set out in the Sale Agreement.

THE CRO CERTIFIES the following:
1. The Purchaser has paid and the Vendor has received the Purchase Price for the
Purchased Assets payable on the Closing Date pursuant to the Sale Agreement;

2. The conditions to Closing as set out in the Sale Agreement have been satisfied
ar waived by the CRO and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the CRO.

4. This Certificate was delivered by the CRO at i ~~o,rz~ on May 1, 2012. ~aT y ~ a r~ ~?~~ ~

G.S. MacLeod &Associates Inc., in its
capacity as court appointed chief
restricting officer of the Applicants, and
not in its pers nal apacity ,.

Per: '(--u°.~ ~ --~-~ -mot .

Name: Gregory MacLeod

Title: President

Legal`7454882.1
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This is Exhibit "G" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012
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Court File Na. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER OF THE CC}MPANIES' CREDITORS ARRANGEMENT ACT, R.S.C.
1985, c. C-36, AS AMENDED

AND iN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF First
Leaside Wealth Managemenfi Inc., first Leaside Finance Inc., first Leaside Securities
Inc., FL Securities Inc., First Leaside Management Inc., First Leaside Accounting and
Tax Services Inc., First Leaside Holdings fnc., 2086056 Ontario fnc., First Leasicle
Realty Inc., First Leaside Capital Inc., First Leaside Realty !I Inc., First Leaside
Investments Inc., 965010 Ontario Inc., 1045517 Ontario Inc., 10249't9 Onfiario Inc.,
1031628 Ontario Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario
Ltd., 1244428 Ontario Ltd,, PrestonOne Development (Canada) Inc., PrestonTwo
Development (Canada) Inc., PrestonThree Development (Canada) Inc., PrestonFour
Development (Canada) Inc., 2088543 Ontario Inc., 20$8544 Ontario Inc., 2088545
Ontario Inc., 1331607 Ontario Inc., Queenston Manor General Partner Inc., 1448927
Ontario Ltd., 2'{07738 Ontario Inc., 1418361 Ontario Ltd., 2728054 Ontario fnc.,
2069212 Ontario Inc., 1132413 Ontario Inc., 2067171 Ontario Inc., 2485306 Ontario
Inc., 2059Q35 Ontario Inc., 208621'8 Ontario tnc., 2Q85438 (Jntario Inc., First Leaside
Visions Management Inc., 1049015 Ontario Inc., 1049016 t~ntario Inc., 2007804
Ontario tnc., 2019418 Ontario Inc., FL Research Management Inc., 970877 Ontario
Inc., 1Q31628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341
Onfiario Inc., and First Leaside Fund- Management Inc. (the "Applicants")

CRO's CERTIFICATE

RECITALS

A. Pursuant to an Order of the Court dated May 3, 2012 (the "Approval Order"), the Court
approved the agreement of purchase and sale made as of April 11, 2012 (the "Sale
Agreement") between the Vendor and Purchaser {as defined in the Approval Order) and
provided for the vesfing in the Purchaser of the Vendor's right, tifile and interest in and to
the Purchased Assets (as defined in the Approval Order), which vesting is to be effective
with respect to the Purchased Assefis upon the delivery by the CRO (as defined in the
Approval Order} to the Purchaser of a certificate confirming (i) the payment by the
Purchaser of the purchase price for the Purchased Assets; (ii) that the conditions to closing
as set out in the Sale Agreement have been satisfied or waived by the Vendor and the
Purchaser; and (iii) the Transaction has been completed to the satisfaction of the parties.

THE MONITOR CERTIFIES the following:

1. The Purchaser has paid and the Vendor has received Purchase Price 1 (as defined in
the Sale Agreement) far the Purchased Assets payable on the Closing Date pursuant to the
Sale Agreement;

Legal`7507213.3
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2. The conditions to Closing as set out in sections 3.4.1 and 3.4.2 of the Safe Agreement
have been satisfied or waived by the Vendor and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the parties.

4. This Certificate was delivered by the Monitor at ~ ~~~ /p.m. an May ~,
2012.

G.S. MacLeod & Accociate Inc., in
its capacity as court appointed CRO
in respect of the Companies'
Credifors Arrangement Act
proceedings brought by the
Applicants and not in its personal
capacity ,. (,,-~ /'

Per: '~~ ,~ ~ `" ~-r—~ oQ ~ ° ~'~ o~.~ ~ ~ ~~;;
Name: G eg MacLeo ~ ~ ~,~

Title: President ~ ~y
~,

~.

`~r!~uRF ~~:=
TNsS 1~ 70 CeRTIfY TNAi THIS LA P~'[5[NT AT7E5; QUf: CE
DQCUA9fNT, EACH PAGE' OF pQCI+'MEt•!?, C?t~',T G'It~CU1~
VJMICH IS ST+~MPER WI7N TWE DES PAGES [S7 ̀. _°'~ TiiF. U'v
SEAL OF 7NF SUPfiRI()R COUR7 SC[AU Q~ GA C(11;C~ SUPcfi1FU~E
0~ JUSTICE RT "fQCiQt~TO, IS A DE JU5T1C~ h 7f f1J1~70, CST UNE
7RUC: GQPY Q( TH[ DOCUI~~NT COPE G4NFORPhE ~,l ~IOC!1?~rP:T
ON FILE IN 7N15 OFFICE GDh5ERVF DAMS CE EURi:AU

DA1ED AT TURON70 ~NiS ~~DA1` OF . 20 ~'
FA17 A TO~OCvT'Q LL" ~ /y14UR pE—~~^~~

if l -~

REGIS1RAk~ GftC•FFIER
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This is Exhibit "H" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012

Affidavits (or as maybe)
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ADDITIONAL FIRST LEASIDE CANADIAN PROPERTIES LISTED FOR SALE

PROPERTY
FIRST LEASIDE LP THAT
OWNS THE PROPERTY

~~ST PRICE

36 Bramtree Court, Brampton First Leaside Growth LP $ 5,000,000

164 Cemetery Road, Uxbridge First Leaside Progressive LP $2,700,000

62 Mill Street, Uxbridge First Leaside Investors LP $1,600,000

168 Brock Street, Uxbridge First Leaside Expansion LP $1,500,000

4 Victoria Street, Uxbridge First Leaside Expansion LP $1,500,000

65 Fort Street, Tilbury First Leaside Investors LP $ 3,250,000

123 Erie Street, Wheatly First Leaside Unity LP $ 450,000

Legal'7676704.1
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EXHIBIT "I"

NAME ON INITIAL COURT ORDER REVISED LEGAL NAME
B&W LP B&W Limited Partnership

Development Notes Limited Partnerships Development Notes Limited Partnership

Dossierview LP Dossierview Limited Partnership
eSight LP eSight Limited Partnership
F.L. Beverages Group Limited Partnership n/a
First Leaside Acquisitions 2000 LP First Leaside Acquisitions 2000 Limited Partnership
First Leaside Acquisitions LP First Leaside Acquisitions Limited Partnership
First Leaside Advantage LP First Leaside Advantage Limited Partnership
First Leaside Developments LP First Leaside Developments Limited Partnership
First Leaside Elite LP First Leaside Elite Limited Partnership
First Leaside Enterprises LP First Leaside Enterprises Limited Partnership
First Leaside Entities LP First Leaside Entities Limited Partnership
First Leaside Expansion LP First Leaside Expansion Limited Partnership

• First Leaside Global Limited Partnership
• First Leaside Global LP

First Leaside Global Limited Partnership

First Leaside Growth LP First Leaside Growth Limited Partnership
First Leaside Income LP First Leaside Income Limited Partnership
First Leaside Investors LP First Leaside Investors Limited Partnership
First Leaside Operations LP First Leaside Operations Limited Partnership
First Leaside Opportunities LP First Leaside Opportunities Limited Partnership
First Leaside Optimal LP First Leaside Optimal Limited Partnership

First Leaside Partners LP First Leaside Partners Limited Partnership
First Leaside Preferred LP First Leaside Preferred Limited Partnership

First Leaside Premier LP First Leaside Premier Limited Partnership
First Leaside Progressive LP First Leaside Progressive Limited Partnership
First Leaside Properties LP First Leaside Properties Limited Partnership

First Leaside Quality LP First Leaside Quality Limited Partnership

First Leaside Real Estate LP First Leaside Real Estate Limited Partnership

First Leaside Realty II LP First Leaside Realty II Limited Partnership

First Leaside Realty LP First Leaside Realty Limited Partnership

• First Leaside Retirement Residences Limited
Partnership

• First Leaside Retirement Residences LP
• ._Beti~ernEntBesidences_Liinit

First Leaside Retirement Residences Limited
Partnership

Partnership

First Leaside Select LP First Leaside Select Limited Partnership

First Leaside Spring Valley LP F.L. Spring Valley Limited Partnership

First Leaside Superior LP First Leaside Superior Limited Partnership

First Leaside Technologies LP First Leaside Technologies Limited Partnership

First Leaside Ultimate LP First Leaside Ultimate Limited Partnership

First Leaside Unity LP First Leaside Unity Limited Partnership

First Leaside Universal LP First Leaside Universal Limited Partnership

• First Leaside Venture Limited Partnership
• First Leaside Ventures Limited Partnership

First Leaside Venture Limited Partnership

Legal*7691322.1
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First Leaside Visions I LP First Leaside Visions I Limited Partnership

First Leaside Visions II LP First Leaside Visions II Limited Partnership

First Leaside Visions III LP First Leaside Visions III Limited Partnership

First Leaside Visions IV LP First Leaside Visions IV Limited Partnership

First Leaside Wealth Management LP First Leaside Wealth Management Limited Partnership

FL Master Texas Ltd. F.L. Master Texas, Ltd.

FLW Pond Master Ltd. F.L.W. Pond Master, Ltd.

FLW Shores Master Ltd. F.L.W. Shores Master, Ltd.

FLWM Holdings Limited Partnership n/a

Greencore LP Greencore Limited Partnership

Marksman Celiject LP Marksman Celiject Limited Partnership

Metabacus LP Metabacus Limited Partnership

Mill Street Limited Partnership n/a
Old Mill Pond LP Old Mill Pond Apartments Limited Partnership

OMISA LP OMISA Limited Partnership

Place Concorde East LP Place Concorde East Limited Partnership

Place Concorde West LP Place Concorde West Limited Partnership

Preston Racquet Club Real Estate Limited
Partnership Series 910 PA

Preston Racquet Club Real Estate Limited Partnership
Series 910 PA

Preston Racquet Club Real Estate Limited
Partnership Series 910 PB

Preston Racquet Club Real Estate Limited Partnership
Series 910 PB

Preston Racquet Club Real Estate Limited
Partnership Series 910 PC

Preston Racquet Club Real Estate Limited Partnership
Series 910 PC

Preston Racquet Club Real Estate Limited
Partnership Series 910 PD

Preston Racquet Club Real Estate Limited Partnership
Series 910 PD

Queenston Manor LP Queenston Manor Limited Partnership

Special Notes LP Special Notes Limited Partnership

Special U.S. Notes Limited Partnership Special U.S. Notes Limited Partnership

The Bluffs of Lakewood LP The Bluffs of Lakewood Limited Partnership

The Shores LP The Shores Limited Partnership

Tyromer LP Tyromer Limited Partnership

Uxbridge Development LP Uxbridge Development Limited Partnership

Wimberly Apartments LP Wimberly Apartments Limited Partnership

Note: n/a indicates that the correct legal name was previously provided and no change is required.

Legal*7691322.1
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Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTfCE

(Commercial List}

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND 1N THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance lnc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services tnc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
lnc., First Leaside Realty II Inc., First Leaside Investments Inc., 965010
Ontario (nc., 1045517 Ontario Inc., 1024919 Ontario (nc., 7031628 Ontario
Inc., 1056971 Ontario lnc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Development (Canada) Inc., PrestanTwo
Development (Canada) Inc., PrestonThree Development (Canada} Inc.,
PresfonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., 2088545 Ontario lnc., 1331607 Ontario Inc., Queenston Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2128054 Ontario lnc., 2069212 Ontario Inc., 1132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario lnc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049015 Ontario Inc., 1049016 Ontario (nc., 2007804
Ontario lnc., 2019418 Ontario Inc., FL Research Management lnc., 970877
Ontario Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario
inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc.
(collectively, the "App{icant" or "Applicants")

COMMUNICATIONS PROTOCOL
(RE POTENTIAL ASSET TRANSACTIONS)

WHEREAS the Applicants as well as the limited partnerships affiliated with the

Applicants which are listed on Exhibit "A" hereto (the "Included LPs" and together with

the Applicants ("First Leaside")) were granted protection pursuant to the Companies'

Creditors Arrangement Act (the "CCAA") by the Order of Justice D. Brown made on

February 23, 2012 (the "Initial Order");

11263236_6~Torpocs
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AND WHEREAS pursuant to the Initial Order, G.S. MacLeod & Associates Inc. was

appointed as the chief restructuring officer (the "CRO") of First Leaside;

AND WHEREAS pursuant to the Initial Order, Grant Thornton Limited was appointed by

the Court as monitor (the "Monitor") of First Leaside;

AND WHEREAS pursuant to the Initial Order, Fraser Milner Casgrain LLP was

appointed by the Court as representative counsel {"Rep Counsel") in the First Leaside

CCAA proceedings to represent the interests of clients of First Leaside Securities Inc.

(the "Investors");

AND WHEREAS certain Investors have volunteered to participate on a steering

committee (the "Steering Committee") with Rep Counsel;

AND WHEREAS the following Steering Committee members have agreed to be

members of a subcommittee (the "Transaction Subcommittee"): Ross Cochrane,

Libby Parente, Simon Parry and Patrick Radice;

AND WHEREAS on April 30, 2012, Justice Campbell made the following endorsement

(the "April 30 Endorsement") in the First Leaside CCAA proceedings:

... I was advised by Representative Counsel for the
investors that a number of investors raised concerns
regarding the Queenston Manor and Beverages
transaction, in part due to the limited time the
investors had to review and assess same. First
Leaside, the CRO and the Monitor will work with
Representative Counsel for the investors (the
"Parties") to develop and implement a communication
protocol regarding future proposed transactions in
order to ensure that the investors have a reasonable
opportunity to assess and respond to such
transactions. The protocol shall include provisions to

11263236_6~Torpocs
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address confidentiality concerns which are acceptable
to the Parties noted above...

PURSUANT TO the April 30 Endorsement, the Parties (as defined therein) have agreed

to the following communications protocol (the "Communications Protocol"):

Realization Plan

1. The CRO will develop, with the assistance of the Monitor an overall

realization plan (the "Realization Plan"), including status of the real properties and

projected timelines, if available, for disposing of, or otherwise dealing with, the various

assets of First Leaside (collectively, the "Assets" and individually an "Asset").

2. The CRO will provide the Realization Plan to Rep Counsel, for distribution

to the Steering Committee and/or Investors, by May 30, 2012.

3. The CRO will provide any amendments or updates to the Realization Plan

to Rep Counsel, for distribution to the Steering Committee andJor Investors, as they

occur.

Asset Transactions

4. The CRO and the Monitor will meet monthly with Rep Counsel and the

Transaction Subcommittee, or such other interval as may be requested by Rep

Counsel, acting reasonably, to discuss progress relating to the Realization Plan; the

status of any marketing, investment or sales processes; and any written offers or

proposals received by First Leaside in respect of any of the Assets.

5. Concurrently with entering into an agreement relating to a sale,

investment, recapitalization, transfer, mortgage or other transaction (a "Transaction") in

11263236_6~Torpocs
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respect of any Asset (including an agreement subject to Court approval) or as soon as

practical thereafter, the CRO, with the Monitor, will consult with Rep Counsel and the

Transaction Subcommittee with respect to such Transaction.

6. After entering in to any Transaction, the CRO agrees to use its best efforts

to bring a motion for Court approval of such Transaction on at least 10 business days

notice to Rep Counsel unless Rep Counsel agrees otherwise.

Confidentiality

7. The parties hereto understand and acknowledge that disclosure of

information related to Transactions (including without limitation appraised values and

proposed sale prices) could impair efforts to maximize realizations. The parties

acknowledge that certain information may be provided to Rep Counsel only on a

confidential basis.

8. Rep Counsel and the members of the Transaction Subcommittee agree to

keep all information provided to them by the CRO and the Monitor pursuant to this

protocol confidential and to not disclose or distribute same to any other party unless and

until (i) made public by the CRO and/or the Monitor; or (ii) the Monitor and the CRO,

acting reasonably, agree otherwise in writing. Provided however, that Rep Counsel

may refer to such information in Court maferial provided that Rep Counsel requests a

sealing order in respect of any such materials to be filed by Rep Counsel.

11263236_6~Torpocs
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Dated as of the 24~' date of May, 2012.

G.S. MacLeod &Associates Inc. solely in
its capacity as court-appointed Chief
Restructuring Officer of the Applicants
and the limited partnerships listed on
Exhibit "A,; hereto:

per: Greg MacLeocY, President

Fraser Milner Casgrain LLP solely in its
capacity as court-appointed
Representative Counsel to the clients of
First Leaside Securities Inc.:

per:

Ross Cochrane:

Libby Parente:

Simon Parry:

Patrick Radice.

1126323Fi 51TorDnrs

Grant Thornton Limited solely in its
capacity as court-appointed Monitor of
the Applicants and the limited
partnerships listed on Exhibit "A" hereto:

per:

Witness:

Name:

Witness:

Name:

Witness:

Name:

Witness:

Name:
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Dated as of the 24th date of May, 2012.

G.S. MacLeod &Associates Inc. solely in
its capacity as court-appointed Chief
Restructuring Officer of the Applicants
and the limited partnerships listed on
Exhibit "A" hereto:

per: Greg MacLeod, President

Fraser Milner Casgrain LLP solely in its
capacity as court-appointed
Representative Counsel to the clients of

st Leaside Securities Inc.:

per: sw w r~F \GU ~GULUw~ Gam.

Ross Cochrane:

Libby Parente:

Simon Parry:

Patrick Radice:

11263236_6~TorpoCs
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Grant Thornton Limited solely in its
capacity as court-appointed Monitor of
the Applicants and the limited
partnerships listed on Exhibit "A" hereto:

Witness:

Name:

Witness:

Name:

Witness:

Name:

Witness:

Name:
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Dated as of the 24th date of May; 2012.

G.S. MacLeod &Associates Inc. solely in
its capacity as court-appointed Chief
Restructuring Officer of the Applicants
and the limited partnerships listed on
Exhibit "A" hereto:

per: Greg MacLeod, President

Fraser Milner Casgrain LLP solely in its
capacity as court-appointed
Representative Counsel to the clients ofi
First Leaside Securities Inc.:

per:

Ross Cochrane:

Libby Parente:

-5-

Grant Thornton Limited solely in its
capacity as court-appointed Monitor of
the Applicants and the limited
partnerships listed on Exhibit "A" hereto:.

per:

Wi Hess:

Name: KAf~.~N c n~ Nl~Ar✓~

Witness:

Name:

Simon Parry: Witness:

Name:

Patrick Radice: Witness:

Name:

11263236 61Torpocs
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Dated as of the 24~h date of May, 2012.

G.S. MacLeod &Associates Inc. solely in
its capacity as court-appointed Chief
Restructur+ng Officer of fhe Applicants
and the limited partnerships listed on
Exhibit "A" hereto:

per: Greg MacLeod, President

Fraser Milner Casgrain LLP solely in its
capacity as court-appointed
Representative Counsel to the clients of
First Leaside Securities Inc.:

per:

Ross Cochran:

Libby Parente:

~`~ ~./Ce w~rG

Simon Parry:

-5-

Grant Thornton Limited solely in its
capacity as court-appointed Monitor of
the Applicants and the limited
partnerships listed on Exhibit "A" hereto:

per:

Witness:

Name:

Witness:

Name:

Witness:

Name:

Patrick Radice: Witness:

Name:

11263236_6~Torpocs
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Dated as of the 24~h date of May, 2012.

G.S. MacLeod &Associates Inc. solely in
its capacity as court-appointed Chief
Restructuring Officer of the Applicants
and the limited partnerships listed on
Exhibit "A" hereto:

per: Greg MacLeod, President

Fraser Milner Casgrain LLP solely in its
capacity as court-appointed
Representative Counsel to the clients of
First Leaside Securities Inc.;

per:

Ross Cochrane:

Libby Parente:

Simon Par

Patrick Radice:

11~F,3~~F f,FIT~rllnr.¢
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Grant Thornton Limited solely in its
capacity as court-appointed Monitor of the
Applicants and the limited partnerships
listed on Exhibit "A" hereto:

per:

Witness:

Name:

Witness:

Name:

Witness: '

~EF~1/ 
~~.

Name:

Witness:

Name:
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Dated as of the 24t" date of May, 2012.

G.S. MacLeod &Associates Inc, solely in
its capacity as court-appointed Chief
Restructuring Officer of the Applicants
and fha limited partnerships listed on
Exhibit "A" hereto:

per: Grey MacLeod, President

eraser Milner Casgrain LLP solely in its
capacify as court-appointed
Representative Counsel to the clients of
First Leaside Securities Inc.:

per:

Rass Cochrane:

Libby Parente:

Simon Parry:

Patric adice:

112&3236_6~Torpocs
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Grant Thornton Limited solely in its
capacity as court-appointed Monitor of
the Applicants and the limited
partnerships listed on Exhibit "A" hereto:

per:

Witness:

Name:

Witness:

Name:

Witness:

Name:

Witness: C H~' ~~ ̂~i4 /~~~

Name:

•S



This is Exhibit "K" referred to in the Affidavit, of Gregory
MacLeod sworn June 19, 2012
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Court File No. CV-12-9617-QOCL

ONTARIO
SUPERIOR COURT OF ,JUSTICE

(Commercial List)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGE1VlENT
ACT, R.SoC. 1985, c. C-36, AS AMENDED

TH~,t;~C~T~~~',1F~BLE ) MONDAY, THE 30th
~: _ _ ~ vG.-,,,

J~STI~ ~°~ N L~ AMPBELL ~ DAY OF APRIL, 2012
~;

h~

~~ (~ ~`'

AN[~' FMS M~► TER OF A PLAN OF COMPROM{SE OR ARRANGEMENT QF First
Leaside Wealth Management Inc., First Leaside Finance Inc., First Leaside
Securities Inc., FL Securities inc., first Leasicte Management Inc., First Leaside
Accounting and Tax Services Inc., First L.easide Holdings Inc., 2086056 Ontario
Inc., First Leas"rde Realty Inc,, First Leaside Capital Inc., First Leaside Realty II
Inc., First Leaside Investments Inc., 965010 Ontario Inc., 1045517 Ontario Inc.,
1024919 Ontario Inc., 1031628 Ontario inc., 1056971 Ontario tnc., 1376095 Ontario
Inc., 1437290 Ontario Ltd., 'E 244428 Ontario Ltd., PrestonOne Development
(Canada] Inc., PrestonTwo Development (Canada) Inc., PrestonThre~
Development (Canada) 1nc., PrestonFour Development (Canada) Inc., 2088543
C)ntaria Inc., 2088544 C?ntario Inc., 20$8545 Ontario Inc., 1331607 Ontario Inc.,
Queenston Manor General Partner Inc., 1408927 Ontario Lfid., 2107738 Ontario
Inc., 1418361 Ontario Lfd., 2128054 Ontario Inc., 2089212 Ontario Inc., 7132413
Ontario Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059Q35 Ontario Inc.,
2086218 C)ntario Inc., 2085438 Ontario [nc., First Leaside Visions Management
Inc,, 1049415 Ontario Inc., 1049016 Ontario Inc., 2007804 (3ntario Inc., 201941
C?nfiario Inc., FL Research Management Inc., 970877 Ontario Inc., 1031628 Ontario
Inc., 1045516 Ontario tnc., 2U04516 Ontario Inc., 2192341 Ontario Inc., and First
Leaside Fund Managemenfi inc. (fihe "Applicants"}

•-~

(APPROVAL OF CONDUCT AND DISTRIBUTION OF QUEENSTON MANOR PROC~~DS)

THIS MUTNON, made by the Applicants for an order approving (a) the

abridgment of time for filing the Applicants' notice afi motion and motion record; (b)

certain conduct and activities of G.S. MacLeod & Associafies Inc. (the "CRO"); (c)

certain conduct and activities of Grant Thornton Limited, in its capacity as court

Legal*7452752.2
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appointed monitor (the "Monitor"); and (d) the full and final payout to Midland Loan

Services Inc. ("Midland");

ON READING the Affidavits of Greg MacLeod sworn March 21 and April_ 23,

2012, the First Report (defined belcaw), the second report of the Monitor, dated April 25,

2Q12, (the "Second Report") and on hearing the submissions of counsel far the

Applicants and the CRO, the Monitar, Fraser Milner Casgrain LLP in its capacity as

court appointed Representative Counsel, na one appearing for any other person an the

service list; although properly served as appears from the affidavits of Mary Carreiro

swarn April 24 and 26, 2012, filed:

1. THIS COURT ORDERS that the time for service and filing of the notice of motion

and the .motion record is hereby abridged and validafied so that this mofiian is properly

returnable today and hereby dispenses wifh further service thereof.

2, THIS COURT ORDERS AND DECLARES that the conduct and activities of the

GRO as disclosed in the CRO's affidavits dated March 21, 2012 and April 23, 2012, be

and are herby approved.

3. THIS COURT ORpERS AND DECLARES that the conduct and activities of the
~~Af'~Se~ M4n~~br ~5 ~.Q(~ar~f- ~a~~ ~n{~ruar~ ~-~~ ~-U! 2 j `}'1. 2.. ,~~F

Monitor as set out in the~Monitor's first report dated March 21, 2012 ("First Report"

and the Monifior's Second Report, be and are hereby approved.

4, THIS COURT ORDERS AND DfRECTS Queenstan Manor General Partner Inc.

("Queenston Manor") to pay the sum of $4,397,405.05 (subject to adjustments) (the

"Midland Amount") to Midland, the closing of the transaction whereby D.D. 382

~.j `J~C~✓? ~..J`n ~t`ClC ~'' Ca~~ ( ~455~~jf-2 <t '~~'Fr,3 ~r~
_ C

Legal"7452252.2
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Qu~enstnn Ltd. will purchase the interest of Queenston Manor in the property known

municipally as 382 Queenston Street, St. Catharines, Ontario, which transaction is

being approved concurrently with this order. Upon the paymenfi to Midland of the

Midland Amount, al! claims by Midland to the assets and property of Queenstan Manor

be and the same are hereby e~inguished.-~~ ~ ~ ~ ' `~ ~`~'~ ~ ' ~ ~ ̀~`~ ~~~

,~.~ ~, i ,~ G% +'~.. a t q P✓ Q,,,...1 ~ ~ 
_7 +°"d ~" f ~ r3 ~ t ~ V ~ ~ ~YS ~ ~, ~ ~~J ~ 1 ~ CT ✓! L~

D ~

~~

o s~'6 ~ 1 ~. , _~w ~ ~ ~S~

l c~t~rt:St, ~ ~' ~ ~ c~W ~ ra C ~ ~ flh "'~"Qi n ~c~ t ►1 ~ +L.. ~in i "~ i a ~ ~/'~ ~.r

~,ra, i ̀a ~ePa~a

~ `.~ '~ fJ tl Q C} C) ~~j e- i ~ ~- ~' ~ ~ s ~ d1 -~- c~ a Y~ ~ X` i ~ U r~ c~ -~ s

~,~i.1 
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This is Exhibit "L" referred to in the A~davit of Gregory
MacLeod sworn June 19, 2012

for Taking Affidavits (or as may beJ



June 6, 201

V!A E-MAiL & C:{7URlER

David Phillips
President
970$77 Qntaria lnc.
4301 Durham Raad
Uxbridge, Ontario
L9P 1R`3

Rye: Noverr~ber 3, 2U~t9 Transfer of $ 00,000

Mr. Phillips:

Eii~ke, '.:as:~e! i~ ii:aYd~~n i_L~'
(i8€CIcI~!'.a t~i JG'~~G!tOf.S

w~z~r~t &Tr~d~-mirk A•~ent
193 3~+y St; e2t

Sui±a 40~J~, C~n-~n~~rcp U~urt Nfes~t
~orontu C)tJ 'v":51_ '%~9 C~f~acia

?ei: ?1E-E?6~-24017 ~ex~ dl6-$63-7. 53

Chris Burr
Dir; 41 F~-863-330`1

Chris. burr~7blakes. cam

~tefere:ice: 88944J4

We are counsel to Grant Thornton Limited, in its capacity as court-appointer! monitor of First Leasi~ie
Wealth Manager~►ent Inc. and certain affiliated companies and limited partnerships (the "Monitor'), in
cannectivn with the Gnmpanies' Creditors Arr~r~g~m~nf Act proceedings involving those entities.

The Monitor is aware That on or about November 3, 2017, a transfer in the amount cif $500,000 (the
„Transfer") was made from the account of First L,easide Finance Inc, to the account of X70877 C}ntario inc.
("970"j. It appears from the banking records of the first Leaside group ofi companies that this transfer was
made to repay a $5g0,D40 ic~an made by 9?0 #o First L.easide Wealth Management Inc. on September 2,
2017. As it appears from corporate regards, you are the sole offrcer and director of X70,

The Monitor notes that the Transfer was made 3 days after the First Leaside companies agreed to cease
trading in se~uri#ies, and on the same day that an independent committee was appointed ouer tt~e First
Le~side companies to assume ail decision maCcing authority with respect to the operations of those
companies.

The Transfer app~a~ to the Monitor tv be either ~ prefierence, a transfer at undenratue nr a fraudulen#
conveyance, as those terms are used in the Bankruptcy and lnsaf~er~cy Act (Canada.), Fraudulent
Conveyances Act (Ontario) and Assignments a~ld Preferences Act (Orrtaria). Accordingly, i►~ the Monitor's
view, the Transfer is void and the $5Q0,000 should be returned Icy 970 to First Leaside finance lnc.
immediately.

The Monitor hereby requires repayment of $50Q,Q00 to First Leaside finance lnc. ir~rr?ed~ately> failing which
the Monitor wil( have na choice bu# to consider its options to compel repayment by Court order.

1256$334.7

±nGh~~?E~w ~r;a~ri~, 'CJR~.r~~0 ~!.~:a~f ~<~ti;.;_;:~::s,

NEVJYORK C'itCAaO i,~,V!:Oh Eih}iRAIN Ai.•K}~r,;gp,!;' n~iir^} i}?H~l(i4i~:` ~~3k@S.CU[il
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If yon have not ~oa~suited independent legal counsel on ibis matter, i encourage you to do so ~t your earliest
convenience. if you have retained cou€~sel, p{ease provide his or her contact information to me.

Sincerely
f_i/ ~~'r _.i ~ 

lr

f~ („Mr's _ /
"..~ 

,1
l _~.

Chris Burr

cc: Greg MacLeod, Chief Restructusin~ O~eer of the First Leaside -group of c€~mpanies
Jvn Krieger, Grant ThAmton Limited
John Birch, Cassels Brock & B9ackweli I.LP
Shayne Kukuipwicz, eraser Milner Gas~rain l.l.P

12568854.a

u~r.-ra~~ or~aw4 ?~QaN~rc~ c~~~nAr v~r~to~iv~~
tJ '1.1 Y{3RK CrI;CAG~ ~GN~CTN BAHRAIN AI.K}'nBA.R' 8E'=.il,'Vii $}iAt~GHAi" ~~ak@S.CQRI

• Aszr.+atw1 tJf;ide



This is Exhibit "M" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012 ,

as maybe)
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June 15, 2012

V(A E-MAIL ~ ~C7URIER

~~vid Phillips
President
970877 C7nt~rin Inc..
430 [3urh~rY1 Road
lJxbrid~e, (7h1
LAP 1R1

Re: Novemiber 3, 2011 Transfer of $5Q0,000

Mr. Phiflip~:

Blake, (;asseks & Grayr3an LLt'
Larri~:te~s & :~olicita~:.

Patent &Trade-mark Ac~Pnts
19~ Bay Strut

Suite 4()t)C), Corr~~r~~rce Co~artVVest
Tararxto f)IV Mil_ 1A3 Cai7ada

Tel_ a16-9fi3-24bf] £~ax' 416-£i~3-2f53

Chris Burr
Dir: A16-$633301

Chris. burr@blakes. com

i2eference: 88944!4

As you are aware, rve are cauns~i to Grant Thornta~ Limited, in its capacity as Gourt appr~inted monitor of
f=irst Leasid~ W~aft~ Management Inc. aid certain affiliated companies and limited partnerships {the.
"Monitor"), ir7 conn~ctior~ with the Carnparti~s' Creriitars Arr'angAn7ent Acf proceedings involving those
entities_

This letter is further to my 1~tter of June 5, 2012, in which you were advised that the M+anitor is aware that on
ar about November 3, 2011, a transfer in the amount of $500,000 (the "Transfer"} was made from the
account of first Leaside Finance inc. to the account of 974877 C7ntario Inc. ("970"j. It appears from kh~
banking records of the Firsi Leaside group of companies that this transfer was made to repay a $50 ,000
ia~n made try 9~'d too First Leaside W~alkh F,~~nag~n~ent inc. can Sept~rnber 2, 2(711.

The Transfer appears tq the ~lnnitor to be either a prefer~n~~, a transfer ~t und~rv~lue ar a fraudulent
cx~nu~yance, as thr~se terms are used in the 6ar~kniJ~tcy arrc! Insolvency Act (Canada}, Fraudulent
Conveyances Act (~}ntaria) and Assignrne~r~s and Preferences Act (Ontario). Accordingly, in the Ntonitar's
view, the'franster~ is ~+aici a~~d flee Monitor requires r~payme~t ofi$SQO,OOCt to First Leaside Finance Inc.
immediately.

l have nit receiued ~ respon~a to my June 6, 20 2 rater. Please be advised that the Monitor will be
including this natter in its. n~3ct report to the Court, and may, in ~annection with such report, seek
authorization and direction from the Court to fnrrt~ally bring a preference clairtr aga►nst 970 under the
afarem~entinned legislation. Thy Monitor therefore requests a response from you no { ter than close of
business ui~ 7uesciay, Jur7e 19, 2 12.

1~5T~247.2

MCfDJTRi`Ai. ~;TTA`NA ftaRC7NTt~ C;Ai.Aly ~;'~!:I~:C7~IVE(i

NKaVYC;Nk C'tliCAGtJ t.E.~N(~N $A1iR1+IN b1_•Kliq?kr~~~ t1i~.riN, ~:HA!~:Ci!?AS' E71Ak~s.CUitl

A cz~:W~eil trrlko
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believe Mr. Crawley may be your counsel on this rnafter, and have copied him on this letter.. Please confirrrt
whether this understanding i~ correct, and t wilt ensure that future correspondence is addressed
accordingly. ~..

Sin~ly~ ~r,~/~
.--%-~~d

~~ ~i'^ ._r

Chris Burr

cc: Greg MacLead, Chief Fiestructurmg t7~rc~r of the Wirst Leaside group of companies
Jan Krieger, grant Thomson Limited
John Birch, Cassels Brack & Eilackweii LLP
Shayne Kukuiowicz, Fraser Milner Casgrain LLP
ABstair Crawley, Grawley. Meredith, Brush LI.P

12572247.1

M<~N'rR~nl. L?'ftAWA Tt)RQN70 ~At.C,ARY L•'ANGOUVER

NEVstYfal~K. Ct91CACi0 I.~Nl1C~N BA1iRA1N Al-Kii~f3AR• BFIJ!Na SH.M!(:iNAI• kir8k89.CUtt1

" r.~r,ri+~..~ t'~f~wn



This is Exhibit "N" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012

for TalSjy~ Affidavits (or as may de)
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Ontario Commission des P.O. Box 55, 19~h Floor CP 55, 19e etage
Securities valeurs mobilieres 20 Queen Street West 20, rue queen ouest
Commission de ('Ontario Toronto ON M5H 3S8 Toronto ON M5H 3S8

IN THE MATTER OF THE SECURITIES ACT
R.S.O. 1990, c. 5.5, AS AMENDED

-AND-

IN THE MATTER OF
DAVID CHARLES PHILLIPS

TEMPORARY ORDER
Subsections 127(1) and 127(5)

WHEREAS it appears to the Ontario Securities Commission (the "Commission") that:

1. First Leaside Securities Inc. ("FLSI") was registered with the Commission as an

investment dealer until February 24, 2012, when its registration was suspended;

2. F.L. Securities Inc. ("F.L. Securities") was registered with the Commission as an

exempt market dealer until February 28, 2012, when its registration was

suspended;

3. FLSI and F.L. Securities are part of a collection of at least 161 First Leaside

entities (the "First Leaside Group");

4. David Charles Phillips ("Phillips") is or was the controlling and directing mind of

the First Leaside Group;

5. On November 7, 2011, the First Leaside Group agreed that FLSI and F.L.

Securities would cease trading in securities of any limited partnerships and funds

formed or established by FLSI, F.L. Securities or any other member of the First

Leaside Group;

6. FLSI, F.L. Securities and other entities in the First Leaside Group applied to the

Ontario Superior Court of Justice for an order that the Companies' Creditors
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Arrangement Act, R.S.C. 1985, c. C-36 applies to them. The Court granted the

initial order on February 23, 2012, and subsequently extended the order to June

29, 2012;

7. Phillips was registered as a trading officer and approved as a director and

shareholder with FLSI from March 1, 2004 to February 24, 2012. Phillips was

registered as the ultimate designated person of FLSI from January 11, 2010 to

February 24, 2012;

8. Phillips was registered as a trading officer and approved as a director with F.L.

Securities from April 14, 2000 to February 27, 2004. Phillips was approved as a

shareholder of F.L. Securities from March 17, 2004 to February 28, 2012;

9. Phillips' registration was suspended in accordance with subsection 29(2) of the

Act when the corresponding registration of FLSI and F.L. Securities was

suspended;

10. Phillips is acting as a consultant to at least two groups of investors to raise capital

in respect of First Leaside Group entities and has been or expects to be

compensated for that activity;

11. in so doing, Phillips engaged in or held himself out as engaging in the business of

trading after his registration was suspended contrary to subsection 25(1) of the

Act; and

12. Phillips has acted contrary to the public interest.

AND WHEREAS the Commission is of the opinion that the time required to conclude

a hearing could be prejudicial to the public interest as set out in section 127(5) of the Act;

AND WHEREAS the Commission is of the opinion that it is in the public interest to

make this order;



3

AND WHEREAS by Authorization Order made July 14, 2011, pursuant to subsection

3.5(3) of the Act, the Coininission authorized each of Howard I. Wetston, James E. A. Turner,

Kevin J. Kelly, James D. Carnwath, Mary G. Condon, Paulette Kennedy, Vern Krishna,

Christopher Portner and Edward P. Kerwin, acting alone, to exercise the powers of the

Commission to make Orders under section 127 of the Act;

IT IS ORDERED that Phillips shall cease trading in all securities;

IT IS FURTHER ORDERED that any exemptions contained in Ontario securities

law do not apply to Phillips;

IT IS FURTHER ORDERED that this order shall take effect immediately and shall

expire on the fifteenth day after its making unless extended by order of the Commission.

DATED at Toronto this 15`x' day of May, 2012.

"Mary G. Condon "

179
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MacLeod sworn June 19, 2012
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Ontario Commission des
Securities valeurs mobilieres

~ J~ Commission de ('Ontario

Ontario

P.O. Box 55, 19`" Floor CP 55, 19e etage
20 Queen Street West 20, rue queen ouest
Toronto ON M5H 3S8 Toronto ON M5H 3S8

IN THE MATTER OF THE SECURITIES ACT

R.S.O. 1990, c. 5.5, AS AM~ND~D

-AND-

IN THE MATTER OF
DAVID CHARLES PHILLIPS

ORDER
(Subsection 127(1))

WHEREAS on May I5, 2012 the Ontario Securities Commission (the "Commission")

issued an order (the "Temporary Order") pursuant to subsections 127(1) and 127(5) of the

Securities Act, R.S.O. 1990 c. 5.5, as amended (the "Act") containing allegations against David

Charles Phillips ("Phillips"), and ordering that:

1. Phillips shall cease trading in all securities;

2. any exemptions contained in Ontario securities law do not apply Phillips; and

3. the Temporary Order shall take effect immediately and shall expire on the
fifteenth day after its making unless extended by order of the Commission;

AND WHEREAS on May 16, 2012, the Commission issued a Notice of Hearing to

consider, among other things, the extension of the Temporary Order, to be held on May 30,

2012;

AND WHEREAS counsel to Phillips advised Staff of the Commission ("Staff') that

Phillips intended to challenge any extension of the Temporary Order;

AND WHEREAS on May 29, 2012, Staff of the Commission ("Staff') filed its Factum

and Brief of Authorities and certain evidence in support of an extension of the Temporary Order;
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AND WHEREAS on May 30, 2012, Staff and counsel to Phillips appeared before the

Commission to ask that the hearing be adjourned to June 6, 2012 and the Temporary Order

extended;

AND WHEREAS on May 30, 2012, the Commission adjourned the hearing to June 6,

2012, and ordered the Temporary Order be extended to June 8, 20l 2, or until further Order of the

Commission;

AND WHEREAS on June 6, 2012, the Commission heard evidence and submissions

from Staff and counsel for Phillips on the issue of whether the Temporary Order should be

extended for a further period of time;

AND WHEREAS the Commission was satisfied that Staff has provided sufficient

evidence of conduct that may be harmful to the public interest and, accordingly, in the public

interest, justifies an extension of the restrictions set out in the Temporary Order;

AND WHEREAS at the conclusion of the hearing, the panel gave an oral decision to the

following effect;

IT IS ORDERED THAT:

(a) The Temporary Order dated May 15, 2012, as varied by (b) below, is

extended for a period ending Friday, September 28, 2012;

(b) During this extended period, Phillips shall cease trading in all securities,

except for trades made through a registrant for his own account or for the

account of his "registered retirement savings plans", "registered retirement

income fund" or "tax free savings account" (as those terms are defined in the

Income Tax Act (Canada)) in respect of (i) government debt securities within

the scope of clause 1 of subsection 35(1) of the Act, and (ii) those securities

that are listed and posted for trading on the Toronto Stock Exchange or the

New York Stock Exchange (or their successor exchanges); and
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(c) During this extended period, any exemptions contained in Ontario securities

law do not apply to Phillips.

DATED at Toronto this 6t" day of June 2012.

"Edward P. Kerwin"

Edward P. Kerwin



This is Exhibit "P" referred to in the Affidavit of Gregory
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Tnrkin Manes I.LP
Barristers 8 Solicitors
151 Yonge Street, Suite 1500
Toronto, Onteria M5C 2W7

Tel: 416-863-1188
Fax:416-863-0305
www.torkinmanes.com

June 8, 2012

Personal and Con~de~tial
Delivered Via Caarier

Cassels }3rock LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario, Canada
MSH 3C2

Fay s~o~y
Direct Tel: 416-777-5419
Direct Fax: i 888 687 5769
fsul IeyQtorkinmanes.com

Associafed worldwide wltJr
Itt'JT RIr'A'f'IfJh Al

AI.I.IANCC•
car ixw iia±a.ti

Attention: Mr. John Birch/Nlr.Peter Dunne

dear Sirs/Mesdames:

~ -Z s

1 ~)~'k:~~~. l~~Ia~leS

Re: _ ~ first Leaside Fund and Wi~nberIy Apartments Limited Partnership Fund

Riiil'lul'.Y.1:5 R'. SiSlit:)XOl'":

We have been retained tc~ act for the trustees of the First Leaside Fund an~i the Wirnbet~ly
:Apartments Limited Partnership Fund (the "Fends") in connection with the C'omvanies•
G'~editors Arrangement Act ("CCAA") proceedings (the "Proceec~in~s") commenced by ~~ first
Leaside Wealth Man~egement LP, First Leaside Management Inc., First Leaside Fund
.Ntan.a~einent :[sic. and Wimberly Apartments Limited Partnership, et al. (collectively, the "First
I.easide Gang°').

At our first meeting with certain of the trustees of the Funds held on April 30, 2012, the trustees
discussed t}xe issues relating to their interests in Master "Texas Limited Partnership, a United
States limited partnership that is not part of the Proceedings. Vise were advised at that meeting
that your firm was external counsel for the Funds and hid also acted for a lengthy period of time
fox various entities that form part of the I~ first I~easide Group. We were further advised that Peter
Dunne o:f your office had co~lacted Mx. Murray Fades, at that time Chairmata of the trustees of
tike k uuads, and had advised Mr. Fades that lie was of tl~e apinaon that your fi~xn could continue to
act for Crreg MacI.,ec~d, the Chief Restriretuxing Officer (the "CRO"), the First I,easide Group
and the F~u~ds.

Af that .meeting, the tnistees were concez~t~ed that the CRO was taking ox may be taking positions
and making decisions that the lr~tstees fundamentally disagree with and which the trustees do not
believe are in the best interests of the Funds. These issues include, among other things, the
rnanasement of the Funds, the management of the real property ow~ied (directly ox indirectly) by
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Master Texas Limited Partnership whiclx axe known as Bluffs Apartments, Wimberly Pointe
Apartments, Wymb~rly Crossing Apaxtm~nts, Old Mill Pond tlpa.rtnneuts, Shores Apartments
and Preston Racquet Club (collectively, the "Texas Properties), the sale of the 'Texas Properties
axed the distribution of any sales proceeds From the sale of the 'Texas Properties, if and when they
are sUld.

We have now had aca opporCunity to fully review this matter with our clients. As the CRU may
be takan~; acti~~ls or proceedings that may affect the rights and remedies of the Funds and the
note halc~ers of the I~usads, on behalf of our clients, please b~ advised that our clients object to
your firm acting on behalf of the CRO with respect to any matters that may have any impact
whatsacver on the Funds. Tn the current Proceedings, it appears that the CRO may well be
considering taking proceedings to ~x~hich our clients may be adverse. In addition, the Canadian
creditors of the First Z~easicie Gxoup az~d the creditars with claims against entities in the United
States that are related to, awned by or affiliated r~vith the f first Leaside Group, may have adverse
interests and accordingly, oux clients request that you do not act on behalf of the CRO with
respect to any actions, proceedings or znattexs in Canada that will or may affect our clients' rights
in the United States.

Uur clients acknowledge that the Funds signed management agreements with First Leaside
Uroup entities. It is our understanding that these manabement agreements require the manager to
carry out its functions with a view to the best interests of the Funds. Notwithstanding the
management agreements that have been entered into with the First Leaside Group, the trustees of
the Funds continue to have ongoing obli~atians under the applicable declarations of trust with
respect to the ~ur~ds, which is why the trustees are involved in this matter. In addition, the
managers appointed by the trustees have ongoing duties to assist the trustees in discharging their
oblig~tians rtnder the applicable declarations of trust.

~'rior to making any decisi.ans relating to any proceedings it may take with respect to this matter,
the trustees rec~uirc signif cant financial and documentation disclosure from your firm and the
CRO, including, without liznitatioi~, the following:

1. Copies of all relevant ~nart~ages against the Texas Praperti~s;

2. Copies of any offers to purchase received with respect to the 'Texas Properties;

:~. Copies of any discussion papers, lefifers of intent or other documents relating to any
proposed refinancing of the Texas Properties;

4. A breakdown of the revenue earned from the Texas Praperlies since March 1, 2U 12;

S. A breakdown of the expenses associated with the '1"exas Properties since March 1, 2012;

6. Caries of any mppraisals;



185

Page 3
P

Tork.~~ l~~~ar~es
~~%ITi~llt t'C~ O; ~*f lli('lltit ~4

7. An accounting of all inco~~ae earned from the Texas Properties that was deposited info
bank accounts in Canada;

8. An accounting of all funds advanced by the First Leaside Uroup to Master 'Texas Limited
Partnership or advanced for the benefit of the Texas Yropei~ties;

9. Cost estimates or other reports relating to any work that must be completed a~~ the Texas
Properties; and

10. Copies of any voluntary agreement (s) made by the kirst L~aside Group or many member
therc~f with any securities regulator which n ay have an ina~act on the funds.

T'he request for this inforrn~tion is also being; made to you as current counsel for the CRO as it
has a continuing duty and obligation to the trustees under the terms of the various agreements
that are in place. T'he request is being made of your arm as you have been external counsel for
the funds for a lengthy period of'time.

Uur clients have signed the enclosed authoriztttion and direction which requires you to deliver to
OL1T firm (we will arrange to pick them up) all files (hard and electronic) in your possession
relating to the rands,

Please canrrin That you will not be acting on behalf of the CKO or any other parties with respect
to any matters that may be adverse in interest to the Funds or that may have any impact
whatsoever nn the Funds.

Oi~ behalf of our clients, we reserve any rights the Funds may have with respect to any damages
they may have suffered or incurred as a result of your fixm's conflict of interest in the
Proceedings and with respect to any other matters relating to the T~wids. We trust that you will
maintain in strictest confidence all information concerning the busi~xess acid affairs of the Funds
and that you will not divulge any such information to any person, aregulatoiy agency ar
gavernmei~tal authority without the prior written consent of our clients or if you are required by
law to do so.
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Yours truly,

TUIZKIN MANI~'.S i,~,N
Per:

~~2~
I'ay Sul ey
H S/

ce, Henry Wemekamp
Ken Rice
Simon Parry
Michael Hanley

31796.0001 /4915768_.2
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k4. t''►.rst Leasir~e f~r~nci ~tn~t ~Virnberlv.i?und

l~nu are lier~b}r uutl~ori.~ed cued. d.irtcled to f~z•wr~rd till of va~~A• le~;ul Tiles,
cc~rres}7~adcn.c~, cira~~~rne~tts, whether in parer fn~~n, elecir~n.ic far~x~ or tli~iu~.l foi~~a, to 'I'ur.~in
Manes I.~I.,P. At~:entian ~. ~t~y Srzllcy, 151 Yor~~e Strut, S~fiite 150U.1'~rol~tc~, t)ntftric~ M>C~ 2~+r7,
and #iar sus c~ui.ng, t1~is slx~►11 be yi~ur. sole and sutl:icier~t autl~ority.

Dated t}ais 4`'' day afJuric, 2012.

First .[.,e4~sicIc~ Fund, by its trustec.~, Ilcnry
~Wcn~.c~ke~xii . S"~~zan T~ttany ruzc~ K.en Rit~c

7~ J ~,
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!e = Wcm kalnp ~V

['cr:

Simon i'asxy

.Per:

K~;i~ Ricc

W.irnberly f~~z~7d, by its trustees, 1-I<,nry
W~:znek~rr~ , 57~~4z1 ]y~tr~'y ~ns1.KeYf. afc:c
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cr.• - s --~~~~• 1'i ~ L

l'er:

Sitaton..Purry

f'~~•:

Kett. l~.ict;
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AUTHORIZATION AND DIRECTION

Tv: Cassels Firock LI,P

And to: Teter Dunne and John Dirch

Ke: first Leaside Fund and Wimberly Fund

You are hereby authorized and directed to forward all of your legal files,
correspondence, documents, whether in paper form, electronic form or digital form, to 'I'orkin
Manes LLP, Attention S. Fay Salley, 151 Yonge Street, Suite 1500, Toronto, Ontario MSC 2W7,
and for so doing, this shall be your sote and sufficient authority.

Dated this 4'h day of June, 2012.

31797,(100 1/4 907 1 8 9u

First Leaside Fund, by its trustees, Henry
We~xieka~np, Sunan Parry and Ken Rice

Per:

Henry Wemekamp

e'er: _.__.._...~.._____......__..._..._...._....___~~___Y__.___
Simon Parry ~..-~

Pet': c-- ``~.'~~c t

Ken Rice

Wimbexly Fund, by its trustees, Henry
~1Yemekamp, Simon Parry and Ken Rice

Per:

Henry Wemekamp

Per:

Simon Parry ~ ~,_..-~

.Per: , ._:,~ ~ ~~~c---c.-c.

Ken Rice



AUTHORIZATION AND DIIt~CTION

Ta: Cassels Brock LLP

Arid to: Peter Dunne and ,1ohn Birch

Re: First Leaside ~'irnd and Wimberly Fund

you are hereby authorised and directed to forward all of your legal files,
correspondence, documents, whether in paper form, electronic form or digital farm, to Torkin
Ma~ies LLB', Attention S. Fay Sulley, 151 Yo»ge Street, Suite 1500, Toronto, Ontario MSC 2W7,
and for so doing, tlus shall be your sole and sufficient authority.

Dated this 4th day of June, 2012.

E'irst I,easide fund, by its trustees, Hezuy
Weme~mp, Sinnon Parry and Ken Rice

Per:

Henry We ekamp

Per:

Sim • arry

Per:

Ken Rice

Wimberly Fund, by its trustees, Henxy
Wemektunp, Simon PAriy and Ken Rice

Per:

Henxy W ek p

Per:

Si P

Per:

Ken Rice

317y7.0001/4907l89 ,1



This is Exhibit "Q" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012

Commissioner for Taly~§A~davits (or as may be)
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This is Exhibit "R" referred to in the Affidavit of Gregory
MacLeod sworn June 19, 2012

Comrnissi ner for Taking idavifs (or as may be)
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Torkin Manes ALP
~CII~B `~ 5~~
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Tt~r~ntc~ UN M5C 2W7

Deer Ms. Sulley:

Re: First Leaside

jbirch~a casseisbrock.eom

tel: 41 ~S.8f~0-5225

fax: 416.64Q-3057

fide # 3369 -2s

1 am responding to your letter dated ,lone 8, 2012 vr~hich relates to The First Leaside
Fund and VtiimberCy Fund (co{lective[y, the "Funds"). In your letter, you incorrectly refer
to Wimberly Fund as "Wimberly Apa~ments Limited Partnership Find".

Regret~ab(y, many ~f the asserfiions and allegations made in your (attar are simply not
accurate. Ft~r example, Cassels Brock &Blackwell LLP ("CBB") has never acted as
c~unse! far the Funds. Acct~rdingly, CBB does nr~t intend to produce any of its fifes tc~
you.

It is not char hc~w the Funds could be taking a position separate from the investors in
the FL~nds ("Fund Investors"). Under the terms of the Initial Order, representative
counsel was appointed tc~ represent the interests of all clients of First seaside Securities
Inc. That class includes everyone who holds any First Leaside debt or equity
instrument, including in respect of the Funds. Although the Initia{ Order does contain
opt-taut provisions which permit individual investors to hire their own counsel, to the best
~f our knowledge no ane hay exercised that right.

As such, Fraser Mi[r~er Casgrain Ll~P in its capacity as representative counsel ("i2ep
Counsel') already represents all hc~{ders of units in the Fund. To the extent that
inu~stors ire t ~ Funds wish to take any position, it is the respansibi[ity of Rep Couns~i
tea c~ansu€t investors and communicate with First Leaside and the Manitt~r.

We also ca~no~ see how there is any canfiict pf interest relating to the Chief
Restructuring tJfFicer ("CRU"~. The CRO's responsibility is to effect an orderly wind
dovrn cif the affairs cif First Leasid~ and #a maximize recoveries fog creditors cif the
Applicants and the c~tl~er entities listed in Schedule "A„ to the Initial t7rder (the "Included
L.Ps"),

The Funds have nt~ rights ever the real property in Texas. The Funds are simply
unsecured creditors of ~L Master Texas, Ltd. ("M~ster Texas"), a Texas limited

Cassels Brock & Btaekwell LLP 2100 Sco*ia Plaza, 40 Kinq Street 4Nest, Taron!o Canasta MSH 3Cz

tef 416.869.53dd fax ~7t6.36{~.&877 ~rww.cassefsbrock,coEn
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partnership. Master Texas does not itself hold any real property but merely holds units
in ether limited partnerships. As such, the Funds have no ability to take control of, or
exercise an~r rights in relation to, the real property in Texas.

Further, the Funds' remedies against Master Texas are stayed because the general
partner cif Master Texas (2(388543 Ontario Inc.}, which is an (Jntaria corporation, is an
Applicant in the CCAA proceedings.

Because the interests of investors are being represented by Rep Counsel, First Leaside
has been in active communication with Rep Counsel as well as a 7ransactian
Subcammitte~ of investors. First Leaside has provided those parties with ongoing
infarmatinn about a!I progress being made in the CCAA proceedings, including the
results of the review of the US properties and possible options for the future.

Tc~ date, na decisiar~ has been made concerning how to deal with the US properties nr
the corporations and limited partnerships which are not yet part of the CCAA
proceedings.

In closing, let me emphasize that the fact that First Leaside has asked me tc~ respond to
your letter does not mean that it accepts the legitimacy of the appointment cif the
trustees of the Funds ar, by extension, the appointment of your firm as counsel to the
Funds. Tie trust agreements governing the Funds allow trustee vacancies to be fiEled
between annual meetings of unit holders without recourse to the general body of unit
holders, This creates the significant risk that trustees will not act in the best interests of
unit holders generally. for example, one of the Funds' trustees is a proponent of, and a
participant in, a specific proposal far the refinancing of certain US properties and stands
to persona~[y benefit if such proposal is adopted. That is clearly of concern to First
L.easide and is one reason why it will not be providing you with confidential information
(such as appraisals} concerning the US properkies.

Yours truly,
-- 

~'

~ ~~

J~in N. Birch...
v

JNB/ph
~~~~i~~s~s~oo ~

C.egal'"T67870~.1
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