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GrantTharnton

Cassels Brock &Blackwell LLP
2100 Scotia Plaza
40 King Strest West
Toronto, Ontario
M5H 3C2

Attention: Ellen Bessner

August 19, 2011

Dear Ms. Bessner

Grant Thornton Limited ("GTL") was engaged as Consultant to
Cassels Brock & 8lackweH LLP ("Cassels Brock") for the purpose of
reviewing, reporting and making recommendations on the business,
assets, affairs and operations of the First Leaside Group of
Companies (the "FL Group" or "Company").

Sources of information

The information contained in this Report is based primarily on:

a Company prepared financial statements;

~ Company prepared forecasts for the various Limited Partnerships
and business ventures for the fiscal years ended December 31
2011 to 2013;

0 2007 — 2008 Audited Financial Statements for Wimberly
Apartments Limited Partnership ("WALP"}from KPMG;

~ 2009 — 2010 Draft audited Financial Statements for WALP from
KPMG;

• Company prepared Orgarnzational Charts;

• Offering Memorandums for the various Limited Partnerships;

e Minutes of meetings of Boards of Directors;
~> %nit U~ant il~w,fe^. um~t~Q Frsi ~ ease ~ ~„u{; a Gomr•oia:s su~usi t'f ?('1 i SUB.IECT TO SOLICITOR /CLIENT PRIVILEGE
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Advisory Services

Grant Thomson Limited
200 Bay Street, South Tower
Suite 1900. Box 55
Toronto, ON M5J 2P9

T (416) 360-3100
F (41b) 360-4949

www.granttharnton as

Company prepared marketing materials for the various Limited
Partnerships;

~ Draft Appraisals from CBRE dated January 1, 2011;

Draft Retrospective Appraisals and Summaries as at January 1,
2010 and October 1, 201 Q from Joseph J. Blake and Associates
Inc. dated March 17t'' 2011 and June 29, 2011 respectively;

m Solicitor's Closing Documents with respect to the purchases of
recent real estate transactions for the Company,

Mortgage statements from various financial institutions in relation
to the Compan~s real estate holdings;

6 Management prepared situation analyses;

e Discussions with David Phillips, President and CEO, and Joanna
Hampton, Director of Finance, of the Company;

e Discussions and meetings with Larry Toste and Tom Rothfischer,
partners of KPMG;

• {nterview of Tony Lenamon, Director of CBRE, Texas Office.
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Private and Confidential

Scope of work and limitations

Our work focused on the areas set out in our engagement letter,
which is reproduced at Appendix A of this report. Our review of the
affairs of the Company does not constitute an audit in accordance
with Generally Accepted Auditing Standards and no verification work
has been carried out by us, consequently we do not express an
opinion on the figures included in the Report.

The scope of our work has been limited both in terms of the areas of
the business and operations which we have reviewed and the extent
to which we have reviewed them. There may be matters, other than
those noted in this Report, which a wider scope review might
uncover.

Forecasts

The responsibility for the FL Group's forecasts and the assumptions
on which they are based is solely that of the Company. It must be
emphasized that profit and cash flow forecasts necessarily depend on
subjective judgment. They are, to a greater or lesser extent,
according to the nature ofi the businesses and the period covered by
the forecasts, subject to inherent uncertainties.

In consequence, they are not capable of being audited or
substantiated in the same way as financial statements which present
the results of completed accounting periods.

Forms of Report

For your convenience, this Report may have been made available to
you in electronic as well as hard copy format, multiple copses and
versions of this report may therefore exist in different media and in
the case of any discrepancy the final signed hard copy should be
regarded as definitive.
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Confidentiality

This Report is confidential and has been prepared for Cassels Brock
& Blackwell LLP. It should not be used, reproduced or circulated for
any other purpose, in whole or in part, without our prior written
consent, such consent will only be given after full consideration of the
circumstances at the time.

General

The Report is issued on the understanding that the management of
the Company have drawn our attention to all matters, financial or
otherwise, of which they are aware which may have an impact on our
Report up to the date of signature of this Report. Events and
circums#ances occurring after the date of our Report will, in due
course, render our Report out of date and, accordingly, we will 'not
accept a duty of care nor assume a responsibility for decisions and
actions which are based upon such an out of date Report.
Additionally, we have no responsibility to update this Report for
events and circumstances occurring afterthis date.

Contacts

If there are any matters upon which you require clarification or further
information please contact Jonathan Krieger at (416) 360-5055,Tim
Oldfield at (416) 360-5004 or Brent Jackson at (416) 36Q-3067.

Sincerely,

Grant Thornton Limited

( ~ ~ k'

Jonathan Krieger, CA•CIRP Tim Oldfield, CA•CBV, CFA
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Glossary

ACB Adjus#ed Cost Base FL Finance

Acquisitions First Leaside Acquisitions Limited FL Properties Fund
Partnership

AGM Annual General Meeting FL Retiremer►t

AUA Assets Under Administration ~~~X

AUM Assets Under Management ~Lw~

Base Model Compilation of Management's Projections 
~LWM Fund

Beverages First Leaside Beverages Limited Partnership
FL.WM Hoidir~gs

Blokes Joseph J. Blake &Associates, Inc.
FM V

Boarc! Board of Directors
Global

Capex Capital Expend'[ture

CBRE CB Richard Ellis 
Grnw~h

CCGG Canadian Coalition for Good Governance 
G3'L

Development ?votes Development Notes Limited Partnership ~~~'many

Elite First Leaside Elite Limited Partnership ~~ROC

EMD Exempt Market Dealer Investors

Entities First Leaside Entities Limited Partnership ~~~

~'L Group or First Leaside Group of Companies ~
Corr~pany
FL Fund First Leaside Fund ~~~p

First Leaside Finance Inc.

First Leaside Properties Fund

First Leaside Retirement Residences Limited
Partnership
First Leaside Expansion Limited Partnership

First Leaside Wealth Management Inc.

First Leaside Weal#h Management Fund

First Leaside Wealth Management Holdings Inc.

Fair Market Value

First Leaside Global Limited Partnership

First Leaside Growth Limited Partnership

Grant Thornton Limited

Harmony Townhome Limited Partnership

Investment Industry Regulatory Organization of
Canada
First Leaside Investors Limited Partnership

internal Rate of Return

Thousand

Leadership in Energy and Environmental Design
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Glossary — cont'd

Levers Management Levers

L~ Limited Partnership

M Million

Master Sherman Master Sherman Limited Partnership

Masfer Tsx~~ Master Texas Limited Partnership

Mill Mill Street Limited Partnership

Mortgages First Leaside Mortgage Trust

lVBV Net Book Value

NOf Net Operating Income

OM Offering Memorandum

Pennon Penson Financial Services Canada Inc.

Premier First Leaside Premier Limited Partnership

Progressive First Leaside Progressive Limited
Partnership

QM C~ueenston Manor Limited Partnership

Realty 1 First Leaside Realty I Limiter! Partnerships

Realty I! First Leaside Beatty II Limited Partnerships

Rehab Rehabilitation

R!~ Related Party

RRB Real Return Bonds

Sedona FL Sedona Creek Ltd.

Select First Leaside Select Limited Partnership

Spring Valley first Leaside Spring Valley Limited
Partnership

Ultimate First Leaside Ultimate Limited Partnership

Unity First Leaside Unity Limited Partnership

Universal First Leaside Universal Limited Partnership

Ventres First Leaside Ventures Limited Partnership

Visions i First Leaside Visions I Limited Partnership

Visions II First Leaside Visions 11 Limited Partnership

W~mherly Fund Wimberly Fund

WVALR Wimberly Apartments Limited Partnership
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Executive Summary

Executive Summary

• The FL Group advises that it raises debt and equity, and seeks
investments with the objective of providing i#s investors with consistent
monthly distribut9ons, potential capital appreciation, and in the case of
equity investments, potential tax deductions.

• In addition to the investment opportunities, the Company offers its
investors wealth management, estate planning, insurance, accounting
and tax services through a number of different entities.

• The FL Group offers a variety of investment opportunities, including:

- Fufl brokerage and financial planning services administered by
Penson Financial Services Canada Inc.; and,

- Higher risk securities with debt and equity offerings invested directly
or indirectly within the FL Group.

• The FL Group offers four types of products, namely:

- Limited Partnership units;

- Trust units;

- Mortgages; and,

- Corporate preferred shares.

• To date, the LPs and other instruments within the FL Group collectively
have allowed investors to place their capital, directly or indirectly, in the
following types of assets:

- Multi-unit residential properties in Canada &the United States;

- Retirement homes in the Provinces of Ontario and British Columbia;

- Raw land with development potential throughout Southern Ontario;

- Four small, independent accounting firms m Western Canada;

- A cidery and brewery in Southern Ontario, as well as a liquor
consulting business; and,

- High Tech companies in their infancy stage which are eligible to
receive government grants.

• The FL Group manages 19 LPs/companies, and of these, there are 6
Curren#ly open for investment.

• We are advised by Management that FL Group's clients are primarily
looking for tax efficient investments and predictable distribution
payments. In order to meet the investment objectives of its investors,
Management advises that they pursue properties that require significant
tax deductible expenditures at the initial stage. Management advises that
they identify properties which they believe will have distinct upside
(through both capex and market appreciation) in the future.

• As a result of buying a property and going through a rehab program, the
assets generally decline in value (due to lower occupancy) in the first
few years and should increase in value once the rehab is complete.
Therefore, it is often common for the calculated equity value in a
property to be less than the total equity raised (particularly once certain
acquisition fees are charged at the outset).

• The challenges that the FL Group has experienced wish some of their
properties in relation to this model have been as follows:

- Many properties held by the various LPs have not achieved their
forecasted operating income levels;

- Capital rehab costs have been higher than forecasted;

- The rea} estate market has not grown at 5%; and,

- From 2007 through 2009 the market declined as a result of a global
recession.

t- ~~ t' ~,~drn t 1,omtw, r :m 1~ d = •v ~=_asp to , :r-,up c~ ~ ~xop miss Au~av 19 ~t 1 SUBJECT TO SOLICITOR 1 CIJENT PRMLEGE 8 Jv
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Execu#eve Summary

Executive Summary — cont'd

• There are significant interrelationships between the entities in the FL
Group which results in a complex corporate structure. Further, within the
FL Group, there are several LPs that own units in other LPs. FLWM is
the de facto parent entity ~nrithin the FL Group and earns a significant
amount of its revenue by charging fees on new capital raises and
administration fees within the FL Group. Certain LPs, particularly WALP,
has been a drain on the resources in the FL Group, as a result of
recurring operating losses and property rehabilitation costs. Significant
funds have been loaned between entities in the FL Group through FL
Finance on commercial terms, which allowed the Company to
perpetually operate as a going concern, as it has generally had access
to capital to meet cash flow shortfalls, albeit using new investor money in
some cases.

• FL Finance has borrowed $27.9M from within the FL Group, lent $10.2M
to other LPs, and acquired $11.7M in LP uni#s (through repurchases
from investors). Over 80% of the units FL Finance owns are in WALP,
which is currently undergoing a rehab for several of its properties. Given
the current stage of the rehab cycle, Management believes it would be
imprudent to sell the WALP assets at this time as they will not attract a
high enough price in the market.

• Management has advised that it is operating on the basis that over time
(beyond 2013) it is anticipated that increased profitability in the LPs and
the potential to refinance mortgages will allow for significant repayments
to FL Finance in respect of the intercompany loans. This is beyond the
scope of our report as the actions to support this extend to 2014 and
beyond.

• Management had not prepared a cash flow mode!/forecast #hat captured
all ofi the different companies and LPs within the FL Group.

• Since there are significant interfund/intercompanytransactions {through
FL Finance), we believed that it was necessary to integrate each of the
companies/LPs into the same working model for the following reasons:

- Provides a better understanding of each of the LPs/companies and
how money moves between them;

- Identifies whether the Company has sufficient cash flow as a whole
to carry on its operations in the ordinary course based on its own
projec#ions;

- Helps evaluate the assumptions and the forecasts prepared by
Management;

-~ Creates the ability to sensitize the Model and evaluate the impact of
any changes on the entire FL Group;

- Helps Management evaluate the impact of certain operational
decisions on the cash flows of the business; and

- Creates a clearer view as to the Asset Valuation of the FL Group and
each individual fund.

Management's forecasts for each LP were consolidated and compiled
into an integrated model, referred to as the Base Model. If Management
is able to achieve the results set out in its' Base Model for the period of
2011 to 2013, it projects that it should be able to meet its obligations for
rehab expenses, operating expenses and distributions, as they come
due. The Base Model does not provide for payment of
intercompany/fund obligations which exist between the various LPs
(through FL Finance).

One key assumption in the Base Model, is that Management and certain
significant investors in the FL Group in#end to advance by way of
unsecured subordinated debentures, or similar instrument, the amount of
$5M in 2011, with restricted repayment terms and no cash payments
during the term, in order to shore up a portion of the recurring WALP
cash flow deficiency. The investment of Management's personal
resources on a subordinated basis would demonstrate their support for
their Base Model and projections for the period of 2011 to 2013 as well
as an ongoing commitment to the Company.
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ExeCulivP. Sumt1';ary

Executive Summary - cont'd

• Below is a summary table identifying Management's projected cash flow
in the various entities under the Base Model.

• The Base Model was sensitized as the projections were not fully
supported by the information presented, nar historical trends. Once the
Base Model was sensitized, the FL Group has a cash flow deficiency of
approximately $15.9M over the three year period of 2011 to 2013.

• Below is a summary table identifying the Base Model as modified to
reflect the impact of the sensitivities:

2011 2Q12 2013
Ending cash bows
~LW M $ 10,270,484 $ 1,913,591 $ 1,300,459
FLEX - - 2,640,914
WALP {756,044) (4,559,372) (479,526)
Realty 70,538 2D,884 20,884
Acquisitions (155,944) (121,818) (121,818)
Investors (57,607) (528,284) (365,065)
Progressive (478,346) (408,474) 178,715
Universal (635,070) (152,052} (75,390)
Venture - - -
FLWM 1-~oldings (1,580,328) 194,384 938,169
Spring Valley (100,070) (240,121) (240,121}
Select (217,689) (136,160) (136,160)
Elite (277,846) (123,980) (123,980)
Global (0) (144,570) (98,416)
Premier (188,567) (228,940) (62,105)
Ultimate 766,184 (138,186) (138,186)
Visions 858,735 (108,939) (108,939)
Mortgage Fund 2,557,036 (99,735) (99,735)

$ 10,075,464 $ (4,861,772) $ 3,029,698

Sensi ' ustntenia 2011 2012 2013

1 FLWM raises 10% less Real Estate capital than $ ~gqg 378) $ (1,186,404) $ (1,461,120)
projected in each year of the forecast

Management takes 6 months to find LP
2 irnestments, while the idle invested capital earns (276,891) (981,482) (1,247,280)
3% returns and pays 6%distributions

Adjust WALP's projections to agree to projections
3 based on CBRE's draft appraisal. Remove Master 522,528 (2,561,946) {4,884,577)

Sherman Capital rehab.

4 averages generates a $60K cash deficit each ~ 464,036 (873,960) (4,016,847)

5 Elimination of overlap in the Sensitivities 95,635 119,637 147,340

Impact of Sensitivities on Ending Cashtlow $ 856,930 $ (5,484,155) S (11,262,483)

Impact of Sensitivities on Acc. Cash Balance S 856,930 $ (4,627,226) $ (15,889,709)

2011 20t2 2013
Base Model Ending Cashflows $ 70,075,464 $ (4,861,772) $ 3,029,638

Sensitivity Adjustments 856,930 (5,484,155) (11,262,483)

Ending Cashflows S 10,932,393 S (70,345,927) S (8,232,785)

Acc. Cash balance S 70,932,393 ; 586,466 a {7,646,319)
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Exec~t~ve Summary

Executive Summary — cont'd

• Management has identified certain its Management Levers which it
believes it can implement #o ensure that the FL Group's obligations can
be met and allow their Assumptions to still stand, white in their view
having little impact on their ordinary course operations and capital
raising efforts going forward. Once the Base Model was sensitized, and
all of the Levers are applied, the Company forecasts that it should still be
able to satisfy its obligations (aside from intercompany loans).

• Adjacent is a summary table identifying the Base Model as modified to
reflect the impact of the sensitivities and as further modified to reflect the
implementation of Management's Levers:

Mana ertt Levers 2011 2012 2013

Reduce the projected bonuses by
1 approximately 90%for Management and $ 2,231,250 $ 2,550,000 $ 2,550,000

65°/a for Staff

2 Lease two floors of the new Victoria St office _ 332,307 996,921
building development to a third party

Starting in 2012, 700% of the distributions on
3 units held by a!I Board and Trustee members - 1,902,578 2,387,349

witl be reinvested

4 Reduce distributions on alt equity and debt in _ 2,ps~~pgg p,503,302
the FL Group by i.25%, starting in 2012

5 Elimination of overlap in 3rd and 4th levers - (366,456) (457,260)

Impact of Levers on Ending Cashflow $ 2,231,250 $ 6,475,497 $ 7,980,313

Impact of Levers on Ace. Cash Balance $ 2,231,250 $ 8,705,747 $ 16,687,059

2011 2012 2013
Base Model Ending Cashflows $ 10,075,464 $ (4,861,772) $ 3,029,698

SensitivltyAdjustments 856,930 (5,484,155) (11,262,483)

Management Levers $ 2,231,250 $ 6,475,497 $ 7,980,373

Elimination of overlap due to implementation
of Sensitvities and Levers $ 75,554 $ 347,357 $ 455,466

Ending Cashflows S 13,239,198 $ (3,523,073} $ 202,993

Acc. Cash balance $ 13,239,198 $ 9,716,124 $ 9,9~9,1~8
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Executive Summary

Executive Summary — cont'd

We have prepared the Asset Valuation of the FL Group, using the
highest third party valuation figures available for the WALP properties.
In this regard, we have calculated an aggregate equity surplus
(represented as asset FMV, less third party mortgages and investor
debt) of approximately $67M, while there is raised equity in the FL Group
of approximately $200M. In this regard, there is a significant equity
deficit based on the Asset Valuation. However, the invested equity of
$200M does not take into account the grind down of investor's Adjusted
Cost Base through return of capital, nor does it include imputed tax
benefits the investor receives on their investment. We have shared with
Management our Asset Valuation in the Report, and they disagreed with
the analysis. As set out in the Report, Management has provided us
with details of FMV adjustments which they believe are appropriate,
which contemplates that equity investors are almost whole. We have not
been able to support much of Management's FMV adjustments based on
the information presented but we have disclosed same in the Report as
a comparative.

The future viability of the FL Group is contingent on their ability to raise
new capital. One of the largest sources of revenue in the FL Group is
the fees it generates in FLW M on the raising of new capital. If the FL
Group was restricted from raising new capital, it would likely be unable to
continue its operations in the ordinary course, as it would have
insufficient revenue to support its infrastructure, staffing costs,
distributions, and to meet their funding requirements for existing projects.

• The Company has had challenges in the area of financial reporting. Our
mandate #ook in excess of six months, largely because much of the
information we required for our mandate had to be prepared from
scratch by Ms. Hampton. The Company advises that it is taking steps to
enhance its accounting resources and financial reporting function in
short order.

• The Company is in the early stages of implementing enhanced corporate
governance, and recent Minutes of Board meetings reflects some
progress being made. However, we note that there is little apparent
allocation of responsibilities at the executive level, in that David Phillips
has active hands on management of all facets of the FL Group.

• If the FL Group is able to achieve the Base Model, ar implement
sufficient Levers to offset any sensitivities, there should be minimal
further erosion to existing investor's equity going forward, and greater
investor value may be created as the rehabilitation projects are
completed. There are certain qualifications to this, including economic
factors beyond the Company's control.

• We recommend as follows:

- Management should take steps to improve its accounting capacity
and financial systems, so that it can better accommodate its financial
reporting requirements, budgeting process, external auditor liaising,
and investor communications;

- The FL Group should ensure that there are financial statements
available for every entity which hold investor's money. In addition to
the entities currently subject to audit, the FL Group should obtain
audits of the FLWM and FL Finance financial statements, to enhance
the integrity of its financial reporting. They should further ensure that
better reporting and disclosure be made to investors;

- Management should continue with the exercise of maintaining an
integrated model, so that it can better prepare and modify projections,
identify cash flow requirements and understand the interrelation and
impact between the various LPs/companies in the FL Group;

- Notwithstanding demonstrable steps that the FL Group is improving
its governance in the past 12 months, the Board should better
document its governance policies and procedures, and establish
better governance protocols. Further, Management should consider a
division of responsibilities as it relates to the executive function, so
that there are greater checks and balances in the organization;

t, i,~1 ; ~rari, I!~~xntor u~te~1 ; ~rsf t ea5~~i5 Gr~t~; ei i;uni~k.n r ti Air :.,~ ;~ ? .; ; SUBJECT TO SOLICITOR /CLIENT PANItEGE i z ~%



Executive S~mrnary

Executive Summary — cont'd

- Management should take immediate steps to ensure its investment
strategy and business activities align with the projections and
assumptions it has set out in the Base Model, and consider having
strict Board oversight and/or a third party monitoring program in place
to supervise its implementation and the results therefrom on a timely
basis; and

- Should Management not achieve its Base Model, it should ensure it
is sufficiently agile to implement appropriate Levers as it has
Ident'rfied to protect investor's interests going forward.
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Company Overview

First Leaside Group of Companies
Overview

• The First Leaside Group of Companies ("FL Group" or the "Company")
was founded in the late 1980s by David Phillips. The FL Group offers a
variety of investment opportunities, including:

- Fu{1 brokerage and financial planning services administered by
Denson Financial Services Canada Inc. ("Denson");

- Higher risk securities with debt and equity offerings invested directly
or indirectly within the FL Group.

• The Company offers four types of products, namely:

- Limited Partnership ("LP") units;

- Trust units;

- Mortgages; and,

- Corporate preferred shares.

• In this Report, all references to investments and transfers refers to LPs,
unless otherwise indicated.

• The Company advises that it raises debt and egwty, white seeking
investments with the objective of providing its unit owners with consistent
monthly distributions, potential capital appreciation and in the case of
equity investments, potential tax deductions.

• In addition to the investment opportunities, the Company offers its
investors wealth management, estate planning, insurance, accounting
and tax services through a number of different entities.

• Within the de facto parent company First Leaside Wealth Management
Inc. ("FLWM") there are seven operating entities. First Leaside
Securities Inc., is a member of the Canadian investment Protection
Fund, and is a member of the Investment Industry Regulatory
Organization of Canada ("IIROC"). F.L. Securities Inc. is an exempt
market dealer ("EMD").

• In August 2010, First Leaside Insurance Inc. obtained its license as a
Registered Life Insurance Agency in the Province of Ontario which was
issued by the Office of the Superintendent of Financial Institutions
Canada.

• To date, the LPs and other instruments within the FL Group collectively
have allowed investors to place their capital, directly or indirectly, in the
following types of assets:

- Multi-unit residential properties in Canada &the United States;

- Retirement homes in the Provinces of Ontario and British Columbia;

- Raw land with development potential throughout Southern On#ario;

- Four small, independent accounting firms in Western Canada;

- A cidery and brewery in Southern Ontario, as well as a liquor
consulting business; and,

- High Tech companies in their infancy stage which are eligible to
receive government grants.

• The majority of the investments have distribution ra#es which range from
4% to 10% and are typically paid out to investors on a monthly basis.

• Most LP units are initially priced at $1 /unit.
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Company Overview

First Leaside Group of Companies — cont'd
Overview cont'd

• The ~L Group manages 19 LPs/companies. As at June 30, 2011, there
are six LPs/companies that are open and eligible to raise capital. Details
of open and closed fund are as follows:

O en Closed

- FLWM (Pref shares and Debt) - Reafty

- FLEX (Equity and Debt) - Acquisitions

- WALP {Equity and Debt) - Investors

- Global - Progressive

- Venture - Universal

- Mortgages Fund (Debt) - FLWM Holdings

- Spring Valley

- Select

- Elite

- Premier

- Ultimate

- Visions 1 and Visions II

• For a further explanation of each of the above LPs and the rnteraction
between each of them, please refer to Section 3 of the Report. For more
detailed information on each LP's holdings, please refer to Appendix C.

• Over a five year investment horizon, Management anticipates generating
a total return on investment on LPs of between 12% to 15% (including
tax write-offs, rr~onthly distributions and capital appreciation).

(r, •m, I t,~am, i,i;ri~~~r ~:m~t<U r~!~i I r~si 7e ~ ,raiN of c oni~,sni~5 Au~p ;~ ~4 `~f i 1 SUBJECT TO SOLICROR /CLIENT PRMLEGE 1 g

V



~~~,~J~i'V fiat;"/;2t!

Investor Characteristics
Investor base

• There are approximately 1000 investors within the FL Group. The
majority of the investors (over 90%), are accredited investors with liquid
assets {not including real estate) in excess of $1 million.

a Most investors are middle aged and older and are in the highest tax
bracket for personal income taxes. These investors are primarily
motivated in investing in tau efficient instruments which can reduce their
personal income taxes, with the benefit of earning a reasonable yield.

m The investors are primarily from Southern Ontario. We are advised by
Management that the FL Group intends to expand its operations into
Edmonton, Calgary and Vancouver (but not until 2012).

s As at June 30, 2011, FL Group had approximately $370M of assets
under management ("AUM"). Management considers the capital raised
to be split amongst those associated with real estate (the "Real Estate
Assets") (i.e. requiring management services) and those associated with
non-Real Estate Assets (the "Admin Assets") (i.e. the assets traded with
Penson and any securities not requiring management services).

~ The majority of their investors have multiple investments within the FL
Group, with 797 investors invested in the Admin Assets and 740
investors invested in the Real Estate Assets.

m FL Group requires minimum investment I~mits of $25K per investment for
accredited investors and $150K per investment for non-accredited
investors.

o As at June 30, 2011, the average investment per investor in Real Estate
Assets is approximately $290K and $190K per investor in Admin Assets.

The following table summarizes the total capital raised, as at June 30,
2011:

Real Estate AdEnin Totat

Pensan $ - $ 86,254,382 $ 86,254,382
Equity 128,115,417 36,823,995 164,939,412
Debt 87,028,301 29,797,956 116,826,257

$215,143,718 $152,876,333 $368,020,051

Penson 0.0 % 56.4 % 23.4
Equity 59.5 % 24. f % 44.8
Debt 40.5% i9.5% 31.7%

FLWM reporting system

We have been advised by Management that once an investor invests
with the FL Group they are provided an account number and private
access to the FLWM reporting system online. The system tracks each
investor's individual investments, including their calculated return, the tax
benefits/deductions and monthly distributions they have received.

~ The system also tracks the value of their investment. In assessing the
unit value of each LP/Fund, the system uses the most recent transaction
for each unit but it is not a perpetual recalculation ofi the actual unit
value.

a There is a limited secondary market for the LP units and the majority of
transactions are between investors looking to se11 and FLWM.

• To date, the transactions are generally smaller in size and FLWM has, in
many cases, purchased the units at their original price (typically $1/uni#)
regardless of where the LP is in its investment cycle.

FLWM's repurchase of units at the original price may be higher than the
underlying value of the investment (especially if the property is still within
the early stages of its investment cycle). Management explained to us
that they perform their own assessment of va{ue in each instance to
support the repurchase prices of investments.
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Company Overview

First Leaside Investment Model
Investment Modei

We are advised by Management that FL Group's clients are primarily
looking for tax efficient investments and predictable distribution
payments, while capital appreciation is seen as a secondary investment
objective. Management also targets a total ROI of between 12% to 15%
and forecasts that investors will begin realizing on their capital
appreciation within 5 years (the "Investment Model").

In order to meet these investment objectives, Management advises tha#
they pursue properties that require sign'rficant tax deductible
expenditures at the initial stage. Management advises that they ident'rfy
properties which they believe wi{f have distinct upside (through both
capex and market appreciation) in the future.

In thousands of $ Year i Year 2 Year 3 Year 4 Year 5

PROPERTY FINANCIAL HIGHLIGHTS

Operetine cash flows

FLWM fees (17.5% of equity raised} $ (750) $ - $ - $ - $ -

FLWM Mgmtfees (2% of revenues) (22) (26) (30) (34) (35)

FLWM Admin fees (55) (55) (SS} (55) (55)

Net operating income 544 647 759 839 881

Capital Rehab Program (SQO) (300) (200)

Interest expense (at 5,253'0) (418) (414) (409) (404) (399)

Property Income/(Loss) (1,201) (147) 65 347 392

Cashflow statement

Beginning Cash flows - 747 255 (27) (34}

Equity raised 4,287 - - - -

Debt raYsed 8,000 - - -

Property acquisition {10,000) - - - -

Propertylncome/(Loss) (1,201) (147) 65 347 392

Mortgage Principal (82) (86) (91) (96) (l0I)

Distribution (257) (257) (257) (257) (257)

Endingcashflows 747 256 (27) (34) (0)

Prooerly valuation

Property 10,000 8,500 9,650 11,156 12,134

Capital Rehab Program 500 300 20Q -

Drop in value (dunng rehab) (2,500) 425 824 420 21

Appreciation growth (at 5%/year) 500 425 483 558 607

$ 5,500 $ 9,650 $ 11,156 $ 12,134 $ 12,762

• The adjacent table is an illustration that summarizes the expected
operating cash flows, a cash flow statement and the anticipated Property
appraisals fora $10M property acquisition {with a 7.25% cap rate) under
the FL Group's Investment Model:

• In this illustration, the total capital required in acquiring a $10M property
is approximateMy $8M in conventional debt financing and $4.29M in
equity financing.

• The required equity financing is calculated as follows:

- Equity portion of the property cost: $2M

- Operating cash shor[fall: $12M in Year 1 and $147K in Year 2

- Distributions not funded by the Property income: $257K in each of
years 1 and 2 and $192K in year 3.

- Mortgage principal payments not funded by the property income:
$82K, $86K, $91 K and $6K in Years 1 through 4.

Assumptions to Investment Madel

The parameters used by Managemen# in this illustration will vary
between each transaction, but for the mos# part, are expected to be
close to the following:

- FLWM charges transaction fees of approximately 17.5% of total
equity raised, property managementfees of 2% of net revenues and
approximately $55K/year for accounting and other admin fees;

- The beginning NOI is calculated by applying the 7.25% cap rate to
the acquisition price. As the building begins its rehab, the occupancy
rate and net rent charged suffer and the NOI drops when compared
to the projected NOI without the rehab. As the rehab progresses, the
NOI increases #o reflect higher occupancy and higher rental rates,
(taking into consideration the additional NOI generated #rom having a
more up to date property). In this illustration it is assumed that the
NOI wi!) drop 25% in Year 1, 15% in Year 2, 5% in Year 3 and will
Stabilize for Year 4 (once the rehab is complete);
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First Leaside Investment Model — cont'd
Assumptions to Investment Model conYd

- Rehab costs are typically around 10% of the total cost of the property,
with approximately 50% spent in Year 1, 30% in Year 2 and 20% in
Year 3;

- Loan to property value is 80%, with an interest rate of 5.25% and an
amortization period of 35 years;

- Monthly distribution rate of 6%;

- The property value falls immediately in the first year of rehab as the
occupancy rate and rental rate goes down. As the rehab progresses,
the NOI is expected to rebound and so too should the property value.

- The market is expected to grow each year by approximately 5°/a.

Property Investment Cycle

m As a result of buying a property (and the fees associated thereto) and
going through a rehab program, the assets generally decline in value
(lower occupancy) in the first few years and increase in value once the
rehab is complete. Therefore, it is often common for the calculated
equity value in a property fo be less than the total equity raised.

~ The following table uses the Investment Model illustration and calculates
the annual equity surplus/deficiency as follows:

~ As shown in the adjacent table, in the first few years of the investment
cycle, there is negative equity because of the following:

the asset is undergoing renovations, therefore a lower operating
income which results in a lower valuation; and

ii. they raised surplus equity to cover 5 years of short funded
distributions, principal payments and fees.

Comments on FL Group's Investment Model

m Typically Management will raise the capital before they have identified a
property in which to invest. In this regard, it is unlikely they would raise
the precise amount of equity required for a specific project, as the details
would be undetermined at the time.

In some cases, Management has raised more capital than it required.
Thus, in order to miiigate the cost of having excess cash earning a
nominal return in the respective LP, Management loans the idle cash to
another entity in the FL Group until the LP that originally raised the funds
required access to the capital. The loans are facilitated through FL
Finance, and are subject to written agreements setting out commercial
terms, and supported by a guarantee from FLWM.

o It is difficult to predict the market's valuation of a property undergoing an
extensive rehab or coming out of a rehab. This can lead to higher or
lower than anticipated returns and have a significant effect on the
investments ROI and the LP's asset value through the various stages of
an investment cycle.

In thousands of $ Year 1 Year 2 Year 3 Year 4 Year 5

Property Valuation $ 8,500 $ 9,650 $ 11,156 $ 12,134 $ 12,762

Working Capital 747 256 (27} (34) (0)

Mortgage (7,918) (7,832) (7,741) {7,645) (7,544)

Calculated Equity value $ 1,329 $ 2,074 $ 3,388 $ 4,455 5 5,218

Equity raised (4,287) (4,287) (4,287) (4,287) (4,287}

$ (2,959) $ (2,213) $ (899) $ 168 $ 930

~ The time and money required to complete a rehab is a major variable
that has a significant impact on the investor's ROI and the LP's asset
value. A rehab could take longer and cost more than anticipated or
could be shorter and cost less.
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First Leaside Investment Model — cont'd
• The challenges that the FL Group has experienced with some of their

properties in relation to their Inves#ment Modef have been as follows:

- Many properties held by the various LPs have not achieved their
forecasted operating income levels;

- Capital rehab costs have been higher than forecasted;

- The rea! estate market has not grown at 5%, and from 2007 through
2009 the market declined as a result of the global recession.

• These factors have lead to a longer investment cycle and lower than
anticipated asse# valuations for certain properties.

Investor Impact

• The adjacent Investor Impact illustration assumes that ail investors are
at the highest tax bracket (46%) and eam enough taxable income to off-
setthe tax losses generated by the property.

• The illustration also assumes the LP sells the property (or the investors
sells hisJher units). The sale of the property considers the capital gains
taxes on the sale.

• With the large property loss in Year 1, the investor's ACB is immediately
ground down to below 70% of the initial investment and remains around
60%for the remaining 5 years of the investment.

• The annual rates of return are sign'rficant in the first few years (19% in
Year 1 and 7.6% in Year 2) and as the property becomes cash flow
positive the returns to the investor drop below 2% due to tax payments
on any property income.

• The following table summarizes the investor impact in the Investment •
Model illustration discussed in the previous pages:

~In thousands of $ ~ Year 1 ~ Year 2 ~ Year 3 ~ Year 4 ~ Year 5 ~

INVESTOR FINANCIAL HIGHLIGHTS

ACB of irwestment

Adjusted cost base, beginning $ 4,287 $ 2,829 S 2,424 $ 2,232 $ 2,321

Property Income/(Loss) (1,201) (147) 65 347 392

Qistributions (at 6%) (257) (257) (257) (257) (257)

Adjusted cost base, ending 2,829 2,424 2,232 2,321 2,456

Annual returns to Investors

Tax losses/Income

Distributions (at 6%)

Return on egwty

InvestorlRR

Equity raised

Annual return

Sale of property (after taxes)

553 68 (30) (159) (180)

257 257 257 257 257

810 325 227 98 77

18.9% 7.6% 5.3% 1.3% 1.8%

(4,287)

810 325 227 98 77

4,582

$ (3,477) $ 325 $ 227 $ 98 $ 4,659

HOI 12.2%
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Under the Investment Model, over a five year period, investors will
advance $4.29M and receive net tax benefits of $251 K, total distributions
of $1.29M and 107% of their initial investment back, for a calculated ROI
of 12.2%.
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Corporate Structure
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History
H isiory

~ The FL Group started raising limited partner capital and advising
investors in 1988. We understand that they ini#ially raised $10M and
acquired Pointe and Crossing; two Texas properties that still form part of
the WALP portfolio today.

m Over the next 16 years, the FL Group slowly acquired more properties in
Texas, worked with other #hird party LPs and grew their portfolio from
AUM of $10M invested in two properties and one LP in 1988 to AUM of
$62M invested in 10 properties and 9 LPs in 2004;

• In 2004, the FL Group became registered with the Investment Dealer
Association (which is now called IIROC) which allowed the FL Group to
become a dealer member.

m The membership with IIROC provided the FL Group with additional
opportunities as it was able to offer full brokerage services. Having
access to sell a variety ofi conventional investment instruments allowed
the FL Group to compete with traditional wealth management companies
as well as created a significant revenue source for the FL Group through
FLWM, which charges various management fees.

• We understand that this created greater opportunity forthe FL Group by
attracting new investors seeking a more diversified por[folio. With this
expanded potential investor pool, the FL Group began raising significant
capi#al beginning in 2004. The FL Group's total AUM grew over 500%,
from $62M to the $370M invested in 39 properties and/or investments
through 19 LPs today.
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0 The fallowing illustration summarizes the timing of capital raises and
property acquisitions (collectively, "Assets"):
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Corporate Structure

Corporate Structure
Corporate Structure

• In our early meetings with Management in March 2011, we asked
Management to provide us an organizational chart to help us better
understand the FL Group as a whole. Management presented the
organizational charts attached in Appendix 8.

• Our simplified interpretation of the organizational structure of the FL
Group ►s as follows:
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• As shown by the organizational charts in Appendix B and in the adjacent
table, the inter relationship of the entities in the FL Group results in a
complex corporate structure. Further, within the FL Group, there are
several LPs that own units in other LPs.

• Capital has been raised in one LP and loaned out to other LPs within the
FL Group if there isn't an immediate need for funds in the LP that raised
the money. This results in related party receivable and payable
balances in almost every LP within the FL Graup. Related par#y deb#
typically flow through the central repository of FL Finance, which is
discussed further in #his Report.

• We detail the movement of funds within the FL Group further in this
section.

Management

• The Key personnel within the Management team are as follows:

- David Phillips, F.C.S.I.: President, oversees a!I aspects of the FL
Group including: capital raises, deal origination, deal
negotiation/structuring and internal administration;

- John Wilson: VP of Sales, oversees a sales team of 6 Investment
Advisors, and 19 Saes Associates. John presently raises the most
capital within the FL Group;

- Joanna Hampton, CGA: Director of Finance, oversees a staff of 4
accountants, and is the President of First Leaside Accounting &Tax
Inc.

- Leon Efraim, LL.B: In-House Corporate Counsel &Chief Compliance
Officer;

- Joan Wilson, CA: Director of Real Estate, oversees a team of two
and liaises with the third party property managers. Joan also reviews
and reports on all real estate acquisitions for the Company.
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First Leaside Group of Companies
The following pages provide a high level summary of all of the LPs/
companies within the FL Group that we reviewed as part of our mandate
(please refer to Appendix C for a more detailed discussion of each of the
entities and the assets they own). Also, please note that there may be
other dormant and inactive companies within the FL Group.
Management explained to us that the activities, if any, within each of
these inactive companies were immaterial and therefore we did not
review them nor da they form the basis of our conclusions and
recommendations.

First Leaside Wealth Management lnc, {~~FLWM")

o FLWM is the de facto parent company of the FL Group. With a staff of
over 5d employees, FLWM or businesses within FLWM, provide all of
the advisory services for the Company.

0 Please refer to Appendix B for a FLWM organizational chart.

• Within FLWM, there are seven operating companies:

1 _ First Leaside Securities Inc.. The IIROC registrant that charges
agency fees, business development fees and acquisition analysis
fees;

2 F.L. Securities Inc.: The EMD that charges promotional fees,
acquisition analysis fees, property management fees and advisory
fees;

3. First Leaside Management lnc.: The property manager that charges
all Canadian properties 2-4°/a of net revenues;

4. First Leaside Accounting and Tax Services Inc.: Provides personal
income tax preparation services for Canadian and US personal
income taxes;

5. First Leaside Wealth Management Inc.: Employs the administrative
staff, that charges for administrative fees;

6. First Leaside Insurance Inc.: Was incorporated in 2010 and +s a
Registered Life Insurance Company, offiering a variety of life and
critical insurance policies to investors within the FL Group; and

7, FL Finance: W hich, as aforementioned, acts as the central bank
within the FL Group. Mos# related party transactions are recorded
through this entity and all purchases of units from clients are
financed through this entity.

FLWM a{so owns the following assets:

- approximately $13.4M worth of units in various LPs within the FL
Group;

- Joanna Hampton Holdings Inc.: The Company owns three accounting
firms in Western Canada (FLWM invested the purchase capital and is
the effective owner);

- Jim Brander Professional Corporation - an accounting firm in
Western Canada {FLWM invested the purchase capital and is the
effective owner);

- 33.3% of First Leaside Retirement Residences Limi#ed Partnership
("FL Retirement'): An LP that owns 51 % of a group of 8 retirement
properties through Ontario and BC;

- 34.9% of First Leaside Beverages Limited Partnership: A company
that owns a Cidery in Thombury, King Brewery in King City and a
beer and spirits consul#ing company called Beer Barons;

- $2M worth of art and paintings being held for their new office
premises;

- $1.6M in marketable securities; and

- $4.1 M note receivable from investors who borrow funds short term to
acquire units in various LPs within the FL Group. This amount
fluctuates and is highest in December.

a Equity and debt are still being raised in FLWM in two ways:

- Three series of preferred shares, paying dividends of 10%, 8% and
6%; and,

- Debt through the First Leaside Wealth Management Trust Fund
("FLWM Fund"), paying interest at 7%.

David Phillips owns 100% of the common shares of FLWM;
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First Leaside Group of Companies — cont'd
First Leaside Expansion Limited Partnership ("FLEX")

6 FLEX is one of the FL Group's Canadian real estate LPs.

Please refer to Appendix B for a FLEX organizational chart.

• FLEX currently owns the following LPs and assets:

- 1.04 acres of land in downtown Uxbridge, Ontario, currently being
developed into a platinum LEED, 58,182 sq. ft., 4 floor office building
{the "Victoria St. Building") which will be the future office building for
the FL Group;

- Queenston Manor Limited Partnership ("QM"): a 77 unit retirement
living apartment complex in St. Catherines, Ontario, currently 92%
occupied;

- First Leaside Growth Limited Partnership ("Growth"): a fu11y tenanted
70,000 sq. ft industrial building located in Brampton, Ontario;

- First Leaside Unity Limited Partnership ("Unity"): 2.74 acres of Rand in
Wheatley, Ontario, zoned for a residential townhome complex with
plans for 16 tawnhomes. Construction is planned for 2012; and

- First Leaside Entities Limited Partnership ("Entities"): owns two
properties in downtown Uxbridge, both adjacent to the Victoria St.
Building. One property is 1.57 acres and currently being used as a
parking lot for the construction workers while the other is 0.59 acres
of vacant land and is currently not income producing.

• There have also been three instances of non-accredited syndicated
mortgages, however, these capita! raises are more singular in nature
and would not be considered an open form of investment:

- A syndicated mortgage of $3.45M was raised in 2011 for the
Brampton building in Growth;

- Promissory notes for $475K in FLEX; and

- Promissory notes for $25K in Unify.

Wimberly 4partments Limited Partnership ("WALP")

a WALP is considered the FL Group's US real estate Partnership and has
been part of the FL Group since 1992.

Please refer to Appendix B for a WALP organiza#ional chart.

WALP currently owns the following LPs and assets.

- F.L. Master Texas Ltd. ("Master Texas"): Owns six LPs that each
own one apartment complex in the Dallas/Ft. Worth area;

- F.L. Master Sherman Ltd. ("Master Sherman"):Owns four LPs that
each own one apartment complex in the Sherman, Texas area; and,

- F.L. Sedona Creek Ltd. (~Sedona"): Owns an apartment complex in
the Dallas area.

Equity and debt are being raised in FLEX in two ways:

- Equi#y is raised, paying return of capital distributions at 6% (had
previously been 7.50% but the drop was announced at the FLEX
AGM on June 4, 20ii); and

- Debt was raised through the Development Notes Limited Partnership
("Development Notes"), paying interest at 7.75%. Management has
recently closed this fund and opened the FLEX Fund, offering debt at
6%with the option to re-invest the monthly distributions so that
interest is compounded on a monthly basis and paid out when the
investment matures.
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First Leaside Group of Companies — cont'd
WALP cont'd

Equi#y and debt has been raised in a number of different manners over
the years.

- Equity has been raised directly into WALP, paying distributions of 4%
(this distribution rate has dropped sign'rf~canfly over the years} as
return on capital;

- Debt raised far the Master Texas properties has come through a
number of different Funds over the years:

- First Leaside Fund raised debt at 9%, but has since been
closed;

- Wimberly Fund I raised debt at 8%, but has since been
closed;

- Wimberly Fund II now raises {until recently) debt at 7%.

- Debt raised for the Master Sherman properties has come through
First Leaside Properties Fund, with an interest rate of 9%;

- WALP raised $5.3M by way of a syndicated mortgage for Sedona
Creek and a nearby church proper#y.

First Leaside Realty &Realty Il Limited Partnerships ("Realty ! & 11")

• Realty i and Realty II own the following assets:

- 3,996,160 equity LP units of WALP

Equity is raised, paying return of capital distributions at 4.75%.

g ?r. i t a~~N 'f',r.~;;,or. u~r~ ; ; ~ ti, . ~ ~ , :E cr t`aii~ ~aES

first Leaside Acquisitions Limited Partnership ("Acquisitions")

e Acquisitions owns the following assets:

- 143,680 equity LP units of WALP;

- 625,800 equity LP units of FLEX;

- 278,880 equity LP units of Spring Valley;

a Equity is raised, paying return of capital distributions at 9.50%

First Leaside Investors Limited Partnership ("Investors")

o Investors owns the following assets:

- NarmonyTownhome Limited Partnership ("Harmony"): a 50 unit
townhome complex in Tilbury, Ontario;

- Mifl Street Limited Partnership {"Mill"): a 3.74 acre plot of land m
downtown Uxbridge with a small heritage home;

~ Equity is raised, paying return of capital distributions at 6%.

o In 2011, a syndicate of non-accredited investors invested in a mortgage
on the Mill street property at 6%.

First Leaside Progressive Limited Partnership ("Progressive")

a Progressive owns the following assets:

- 20%ownership of FL Retirement (a company that owns 51 % of
Primetime Retirement Living; a Retirement residences company that
owns 8 properties across BC and Ontario);

- 8.34% ownership is FL Beverages (the company tha# owns the
Thornbury Cidery, King Brewery and Beer Barons);

- Uxbridge Development Limited Partnership ("Cemetery Rd."): 23
acres of land (of which 4 acres is developable) in Uxbridge, Ontario;

- A 31,000 square foot commercial building in downtown Thornbury.

Equity is raised, paying return of capital distributions at 6%.

In 2011, a syndicate of non-accredited investors invested in a mortgage
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First Leaside Group of Companies — cont'd
First Leaside Universai Limited Partnership I"Universal")

• Universal owns the following assets:

- 30% ownership of FL Retirement (a company that owns 51 % of
Primetime Retirement Living; a Retirement residences company that
owns 8 properties across BC and Ontario);

Equity is raised, paying return of capital distributions at 6%.

first Leaside Select Limited Partnership ("Select")

~ Select is a Blind Pool LP that was opened in 2007 and has not yet
acquired an asset;

s We are advised by Management that they are considering alternatives in
how to deal with Select;

Equity is raised, paying return of capital dis#ributions at 7%

F,L, Spring Valley Limited Partnership ("Spring Valley")

o Spring Valley owns the following assets:

- 689,608 equity LP units of WALP;

- 640,000 Trust Units in Wimberly Fund;

- A shopping mall in the greater Dallas, Texas area;

B Equity is raised, paying return of capital distributions at 8%.

FLWM Holdings Limited Partnership ("FLWM Holdings")

• FLWM Holdings awns the following assets:

- 16.67% ownership of FL Retirement (a company that owns 51 % of
Primetime Retirement Living; a Retirement residences company that
owns 8 properties across BC and Ontario);

- 10.91 %ownership in FL Beverages (the company that owns the
Thornbury Cidery, King Brewery and Beer Barons);

0 Equity is raised; however, Management does not anticipate paying any
distributions within the period of this Report.

First Leaside Elite Limited Partnership ("Elite")

Elite is a Blind Pool LP that was opened in 2008 and has not yet
acquired an asset;

e We are advised by Management that they are considering alternatives in
how to deal wifh Elite;

• Equity is raised, paying return of capital distributions at 7%.

First Leaside Premier Umited Partnership ("Premier")

• Premier is a Blind Pool LP that was opened in 2009 and has not yet
acquired an asset;

a We are advised by Management that Premier is a recent LP, and they
are still pursuing investment opportunities;

Q Equity is raised, paying return of capital distributions at 7%.

First Leaside Ultimate Limited Partnership ("Ultimate")

4 Ultimate is a Blind Pool LP that was opened in 2010 and has not yet
acquired an asset;

o We are advised by Management that Ultimate is a recent LP and they
are still pursuing investment opportunitses;

Equity is raised, paying return of capital distributions at 7%.
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First Leaside Group of Companies — cont'd
First Leaside G)obal Limited Partnership ("Global")

Globai was opened in 2011 and is in the advanced negotiation stages of
acquiring a 396 unit apartment complex in Orlando, Florida called
Heather Glen;

~ Management expects to close the deaf in October 2011;

m Equity is raised, paying distributions by way of a return of capital at 7%.

First Leaside Venture Limited Aartnership ("Venture"1

e Venture was opened in 2011 and is in the advanced negotiating stages
of acquiring 3 retirement home complexes in Ottawa called The
Palisades, The Palisades Condo Club and The Redwoods;

a Venture currently owns a 50% interest in Birkhall Retirement; the
remaining 50% owner is PrimeTime Living LP;

o Management anticipates the properties to close on August 26, 2011;

o Equity is raised, paying distributions by way of return of capital at 5%.

First Leaside Visions I & Il Limited Partnership ("Visions I & II")

m Visions I &Visions II acquired seven start-up technology companies
operating in Ontario;

The LP was set up to take advantage of OCIF grants (up to 30% of the
investment);

m The LP presently does not pay a distribution. Management does not
anticipate paying a distribution until 2013 — 2015.

Firs# Leas~de Mortgage Fund ("Martgaqe Fund")

• Mortgage Fund owns the fo{lowing assets.

— A $5.3M syndicated mortgage on the Sedona and Sherman church
properties in the WALP portfolio;

• Debt was raised paying interest at 6%.
~L
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Car orate Structure

Capital R.a.ised
Penson

• Since the Company became an IIROC dealer, the total capital raised has
grown from $62M in 2004 to $370M as at June 30, 2011. Approximately
$86M of the AUM is capital raised and placed in public security
investments administered by Penson.

• When money is raised, the investor deposits funds into accounts set up
at and held by Penson. The investor and FLWM agree on an investment
strategy and in respect of each investment, an order is sent to Penson
for processing.

• FLWM earns a 0.05% trading commission and a 0.325% annual fee on
the balance of the AUA (which includes investments supported by
Penson).

• The following table summarizes the different public investments FL
Group investors have invested through Penson, at June 30, 2011:

AS At
June 30, 20'11

Cash $ 14.1
RRB 38.4
T-Bills 0.9
Merrill Lynch Bonds 10.1
Goldman Sachs bonds 1.9
Stocks &other bonds 20.9

$ 86.3

First Leaside AUM

• The following table summari2es all of the capital raised up to June 30,
2011 and invested in the private first Leaside LPs/companies:

Reat estate Assets Admin Assets Total
Debt E u Tote! Debt E u" Total C ital

FLWM $ 78.3 $ - $ 18.3 $ 1.0 $ 32.7 $ 33.7 $ 52.0
FLEX 0.5 22.4 22.9 15.9 - i 5.9 38.8
WALP 68.2 45.6 113.8 - - - 113.8
Realty - 4.5 4.5 - - - 4.5
Acquisitions - 1.8 1.8 - - - 1.8
Investors - 6.7 6.7 0.7 - 0.7 7.3
Progressive - 14.9 14.9 0.7 - 0.7 15.6
Universal - 5.8 5.8 - - - 5.8

Venture - 0.9 0.9 - - - 0.9

FLWM Holdings - 3.0 3.0 - - - 3.0
Spring Valiey - 22 2.2 - - - 22
Select - 3.6 3.6 - - - 3.6
Elite - 6.7 6.7 - - - 6.7
Gbbal - 0.8 0.8 - - - 0.8
Premier - 5.6 5.6 - - - 5.6
Ukimate - 3.Q 3.0 - - - 3.0
Visions I & II - - - - 4 2 4.2 4.2
Mortgage Fund - - - 11.6 - 11.6 11.6

$ 87.0 $ 127.4 $ 214.5 $ 29.8 $ 36.8 $66.6 $ 281.1

The distinction between the Reai Estate Assets and the Admin Assets is
that the Admin Assets are not tied directly to a real estate property (i.e.
FLWM preferred shares or syndicated mortgages). In addition to these
AUM, there are third party mortgages (syndicated and bank mortgages)
on most of the properties which is addressed later in this Report.
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Co~era~~ S~ruczure

Movement of Funds
FLWM Fees ~ Once the money has been deposi#ed into the corresponding first

~ As aforementioned, FLWM is the de facto parent entity within the FL Leaside LP account, FLWM charges the LP their initial fees and the

Group. fees. The fees for the year are charged in due course.

• FLWM charges the investors with capital in the Admin Assets an annual
trading commission (0.05% of invested capital) and annual fee (0.325%
of invested capital).

e The investors with capital in the Rea! Estate Assets are charged
indirectly through the respective LP with•

— An initial 5%agency fee, as a percentage of the total capital raised;

— An initial 12.5% business development fee, as a percentage of the
total capital raised;

— Ongoing property management fees of 2-4%, applied to the net
property revenue generated in each of the Canadian properties; and

— Ongoing administration, IT, accounting and tax service fees of
approximately $55K per LP.

9 Each LP has an OM that lays out the fee schedules, among other
investment details.

Front the documents which we have reviewed, nothing has come to our
attention which indicates that the FL Group is acting contrary to the
terms of the OM as it relates to fees charged by FLWM.

FL Finance

~ In the pas#, Management has often raised more capita{ than required for
a specific project, or has raised capital without a specific target
acquisition identified. As a result there is often idle cash sitting in the
respective LP bank account generating an immaterial amount of interest,
while the LP still has to pay the distributions to unit holders.

"Central Banking" Function

a Each LP typically lends its idle cash to FL Finance on commercial terms,
who may in turn lend the cash to another LP in the FL Group which has
immediate cash flow requirements.

Loan agreements are prepared and signed between FL Finance and the
lending LP with an agreed upon rate of 7%, and also subject to a
guarantee from FLWM.

6 Another instance where money is loaned to FL Finance by an LP is
when Management has been unable to identify an asset to acquire
within the LP, notwithstanding that fiunds have been raised. In these
instances, the LP will deposit the majority of the money raised (less
respective fees charged by FLWM) to FL Finance.

:~
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Movement of Funds — cont'd
FL Finance cont'd

• The following illustration summarizes the flow of funds through FL
Finance:

Invcscocs

Imesred
Ca9ta1

\eu~ LP ~~ FL Financt ~~~ Established I.P

Oue-ame ugwa~aon &es

:lanual feet 
~ ~•uai &es

1sse: :icq~aa~oa -D.smb.moas
-Dss+_ baaeas' Pwa~rn casafloc sen~f~l.s
-mow.=-r e.:n~ :- .,,a,xars FL~11i xaa~ ~.,m aeo,ee.r
-ReLn6 mm=ss moaeas

Select, Elite, Premier and Ultimate are LPs that have raised capital into
Blind Pools in each year between 2007 — 2010 whereby the unit owners
have agreed to invest pursuant to an OM, without knowing specifically
which property the funds were intended to acquire. Select raised capital
in 2007, Elite in 2408, Premier in 2009 and Ultimate was opened in
2010. To date, none of these LPs has invested in any assets and the
majority of the money (after FLWM fees) has been loaned to FL Finance
which in tum loaned the money to other FL Group entities.

We have not undertaken a review of the flow of funds to specifically
conclude where this money has been spent. However, through
discussions with Management and a review of balance sheets for each
LP and FLWM, it would appear the majority of funds loaned to FL
Finance by Select, Elite, Premier and Ultimate have been loaned by FL
Finance to WALP fo fund the rehab and operating losses of WALP.

Funding losses and rehab programs have a negative short term cash
flow impact on fhe FL Group because FL Finance will have to pay 7%
related party interest to the lending LP (to cover the distribution
payments) but FL Finance will not receive 7% related party interest from
the borrowing LP (WALP in this case) if the borrowed money is being
used to fund operating losses and rehab programs that are not yet
generating income. Accordingly, in instances such as #his, the related
party balance owing to FL Finance from the borrowing LP will continue
to grow with accruing interest.

Secondary Market Maker

m Besides acting as the central bank and borrowing conduit for the ~L
Group, FL Fnance is often the buyer of the units sold by investors.

e Most investment vehicles (LP units, preferred shares and mortgages)
are not redeemable. Redemption rights are limited to trust units, with
significant restrictions thereto. However, Management will often
liquidate an investors position if requested.

0 In respect of trust units, the OM stafes that "FLWM may capitalize the
interest payable on the outstanding Principal Amount of FLWM Notes up
to 72 separate interest Payment Dates during the Initial Term and on up
to an additional 12 separate Interest Payment Dates during the
Extended Term."

g However, if the redemption in respect of trust units is not material, FL
Finance typically acquires the units from the investor at the initial price of
the unit (i.e. typically $1/unit) and not the current underlying net asset
value of the unit. As aforementioned, Management advises that it takes
steps to support its repurchase price of the units.

• Because the valuation of the units through the FLW M Reporting System
is based on the last trade price, the valuation per LP unit being displayed
on every investors' personal investment account (on the FLWM
Reporting System) remains at the initial price they paid (i.e. $1 /unit) or
Managements repurchase price, rather than the current net asset value.

0 To date, we understand #hat there have not been a material amount at
redemption or repurchase requests and, as a result, FL Finance has
been able to borrow the cash from other LPs to fund redemptions or
repurchases. `~-'
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Corporate Structure

Movement of Funds — cont'd
~L. ~in~nce cont`d
FL Finance Balance Sheet

• The following summarizes the FL Finance internally prepared Balance
Sheet at December 31, 20i 0:

FL Finance Balance Sheet, December 31, 2014
Assets Liabilities
Cash $ 1,351,740 Due to RP $ 27,864,405
AR 10,486
Due from RP 10,246,775 Equity
LP Units 11,721,420 Common Shares 100
Condo units 82,643 Deficit (4,451,440)

$ 23,413,064 $ 23,413,064

• FL Finance has borrowed $27.9M #rom within the FL Group, lent $102M
to other LPs, and acquired $11.7M in LP units (through investor
redemptions).

• Over 80% of the units FL Finance owns are in WALP, which has certain
properties undergoing a rehab. Given the current stage of the rehab
cycle, Management believes it would be imprudent to sell the WALP
assets at this time as they will not attract a high enough price in the
market. In #his regard, the FL Finance units in WALP are relatively
illiquid at this tune.

• By lending funds to LPs to fund operating losses and capital rehab
projects, FL Finance has accumulated a significant deficit position.
Management advises that the deficit is largely reflective of the
forgiveness of $4M of amounts due from WALP in 2010.

• The following table details the related party balances for FL Finance:

Related Part Balances
Receivable Pa able

FLWM $ 2,785,147 $ 4,949,254
FLEX - 8,464,217
WALP 1,714,018 580,089
Realty 1,220,308 111,390
Acquisitions 45,434 -
Investors 1,139,988 -
Progress~ve - 6,160,705
Universal - 1,676,809
Spring Valley 1,718,388 -
Select - 138,695
Elite - 1,995,123
Premier - 2,729,220
Ultimate - 1,058,902
Visions 1,623,492 -

$ 10,246,775 $ 27,864,404

• With the exception of FLEX, we are advised by Management that none
of the LPs that have tent money to FL Finance present{y require the
money back.

• In aggregate, FL Finance does not appear to have sufficient liquid assets FLEX is in the midst of construction of the Victoria St. Building, a $30M
to pay back the $27.9M in loans received from other LPs at this time. office building development, and is still raising capital (and sourcing

• Management has advised that it is operating on the basis that over time conventional third party debt) to finance the construction.

(beyond the scope of 2013) it is anticipated that increased profi#ability in • As a result of FL Finance's deficit, FLEX must raise more capital and the
the LPs and the potential to refinance mortgages will allow for significant FL Group, as a whole, suffers the 7%interest FL Finance is still paying
repayments to FL Finance in respect of the intercompany loans. This is to FLEX.
beyond the scope of our report as the actions to support this emend to
2014 and beyond.

g, ',ti7 t '3r~nt 1 ~wm~c^. ~ JrrF 1 ~ ~s; i cn;ae ::rc~,p of i.om~ am~5 A,~:~u5~ Pe ~Ot+ SUBJECT TO SOUdTOH /CLIENT PRIVILEGE 32 l~



~ran~T~torntvn

~ 1 M i~u 2, <~~p~ ~n

.. CorGo~ate Govern~~~.ce

~ ~t I Granf i.~ymt~ Lrn~ea "ram Ler:~3e Grp a i• ~r.}~~i~• o Fi,~ :.! ', ''L ~ SUBJECT TO SOL.NYTOR / gJENT PRIVILEGE 33 ~



Corporate Governance

• In March ZO1 D, the Canadian Coalition for Good Governance ("CCGG ")
published a policy paper entitled "2010 Building High Performance
Boards" which outlines thirteen guidelines fo help build a board based on
accountability to the shareholders, and independence. While these
guidelines were developed for publical/y traded companies, the general
rules can be applied to many businesses including the FL Group.

a The FL Group has multiple struc#ores and consequently many Boards,
however the #ocus of this section is in relation to FLWM and WALP.

7 - Faci!~tatF sh~rehof~nr ~~~mncrar_ y

• Shareholder should have the right to vote (heir shares.

• This guideline does not apply to privately held companies.

• We are advised that with the exception of First Leaside Properties Fund
and F.L. Master Sherman Ltd., a!I First Leaside Entities are privately
held.

2 -Ensure at lest two ~hir~s of c~i.~ecfors . rYF independent fram
management

Q °independence"means adirector is independent of management, does
not have a material relationship with the company and, except for
director fees and share ownership, does not financially benefit from it.

WALP's board is comprised of 9 directors of which 3 of the members are
part of Management.

FLWM's board is comprised of 7 directors of which 2 of the members are
part of Management.

e The directors as a whole own approximately 18% of the assets within
the FL Group.

3 -Separate the roes of Chair aid Ghief Executive Officer

The role of the Chair is to make sure that the long term best interests of
the investors are considered while the CEO is responsible for leading
management and implementing the company`s business strategy.

m At the joint meeting of directors (for WALP & FLWM) held on February
15, 2011, the Board appointed Doug Hyatt as the chairman for WALP &
FLWM. The position was previously held informally by David Phillips,
the current CEO and founder.

4 ~ Ensure that itra directors .are ~omperRrrt artd knawlerlgeabi~

• The quality and character of the people that sit on the board is of
paramount importance. A Board with diverse experiences in varying
industries can aid the company in making its key business decisions and
acquisitions.

The Board ofWALP & FLWM is made up of experienced professionals
with expertise across multiple discipimes. The team is made up of
individuals who work or have worked in the legal professional,
education, medical, financial, accounting, mining, and technology
sectors.

5 ~ Ynsure that tt~e goal of every director !s ro make integrity the
h~llm.'~rt• Df ih? !;o►17.rJP!1V

o integrity is to be principled, moral, honest and responsible; rt is to be
above reproach in al! things.

The Company has implemented a Whistle Blower Policy.
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Corporate Governance — cont'd

6 - Estahl~sh m~~ndates for board commi`r ~ ~:; any' ~n pure commitiee
independence

e CCGG recommends that aU committees be made up of independent
board members to ensure that the policies recommended at the
committee level do not require the approval of management. In doing
so, the members of the committees will actin the best interests of the
unit owners.

~ WALP has established an Audit Committee made up of 3 independent
Board members.

F~WM has not established an Audit Committee as the entity has not
prepared audited financial statements. For the fiscal year 2011,
Management has advised that FLWM intends to prepare audited
financial statements. The board has es#ablished a plan to form an Audit
Committee as well as a Compensation Committee and a Nomination
Committee. Management has advised that the committees will be
established towards the end of 2011.

7-Establish reasonable rnmpensatian ~nc~ snare QwnPrship
guidelinAs for rlirec~ors

o CCGG recommends that Directors be compensated for their services, to
the extent that the compensation does not interfere with the Director's
ability to be independent.

%~ —evaluate hoard. comn~itfee and indiUtdua/ director performance

A review of each Board member`s strengths and weaknesses can be
done through confidential surveys whereby each board member is asked
to rate the other members. The purposes is to review if certain board
members should step down, or if there is a requirement to further
educate the Board members.

As of the date of this report, an evaluation of the Board members has not
been completed.

o The majority of both the FLWM and WALP Boards have held their
positions since the inception of the company. In 2010, Doug Hyatt
joined the FLWM board, and in February 2071, Mr. Hyatt was appointed
Chairman of the Board.

~f -Oversee stratec~ic planning, risl~ management and the hirin,~ and
eua.luaiion of man~aemenf

Risk management is a care part of any board and is typically delegated
to the responsibilities of the Audif Committee. An exclusively
independent committee dedicated to evaluating the risks of the business
can address structural issues and creates a forum whereby the directors
can question the assumptions made by management.

~ To date, the Company has not established a risk committee.

m The Board of Directors is made up of Management and volunteers.
Board members do not receive direct compensation but rather pay a
reduced management fee on their portfolio within the FL Group, as
compensation in kind.

%+`t 1 .,r tn.' .em ~,r inn i~ c> >~ lsa-.i:,e ' r~~ ~p ~{ rv~~;a ~~ti v~~;,~ s~ 9 ?~' SUBJECT 70 SOLICITOR f CLIENT PRMLEGE ~35 tC



~o~cra~n uo~er-:a:~ce

Corporate Governance — cont'd

~~ - ~;s~ ess the Chief Erscvtive Cfr~cer ar~..~ ~ir.r; for succession

a The board is responsible for hiring, and the decision to continue to
employ the CEO, as well as reviewing hrs or her performance. CCGG
recommends that there is an established document outlining the
description of the CEO's accountabilities, performance targets,
expectations, and compensation incentives.

m Decisions on compensation and accountabilities are made at the
Management, not Board level. Management has advised that it is
currently formulating a plan to deal with succession planning but it has
not yet been #finalized.

— ~E'1/~(Or~ Fi11Q' ~~~BC~E1°' ~',~CECL1tIVF C:017~ =t~.~i.;:!(?I". C'lA1T"

~ CCGG recommends that Senior Executives should be compensated
fairly and competitively, with a strong equity component.

a Compensation decisions are made at the Management level, but we are
advised that the members of the Board are privy to those numbers.

7~ - RPpofx crn»~rn~nc~ ~olicip: and +ri; ~",'!'•!A~ fry ~: r?ke~0/rl~~c

• !t is the duty of the Board to ensure that investors are aware of the
governance policies that are in place. Providing investors with
information in plain language will make the investors aware of major
changes, and keep them informed abouf the Company`s operations.

• Information regarding the Board members is loca#ed in the original
Offering Memorandum. We are advised by Mangement that the FL
Group does not send updates to the unit holders other than the statutory
documents required by law.

~3 - F.ennrt govPrnance polic~Ps and ini~i%+"1'%?~ #o stakeholder-

~ CCGG believes that shareholders should be allowed to have regular and
'Employees of FL Group arM 1lrerefore not independerrt

constructive engagement with the Board in order to create an open
relaironship. s Collectively, the members of the Board owns approximately 18% of FL

Group.
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m We understand that Management has close relationships with unit
holders and updates are typically provided verbally.

Gbs~rv~.ion=

We have asked for and have been provided with minutes of all the Board
meetings for the past 24 months. We were provided with Minutes of one
Board meeting in 2009, one Board meeting in 20i d and three board
meetings in 2011. We have reviewed the Minutes and can confirm that
there is an increased level of documented scrutiny and involvement of
the Board in FL Group's activities beginning in late 2010.

However, there is a transaction we reviewed in the FL Group which does
not support strong governance. In particular, FLWM sold 10.9% of
Beverages #o FLWM Holdings in June, 2011, realizing a profit of
approximately 20% over the price FLWM paid just months earlier.
However, there is no evidence of Board approval of this transaction, nor
of any external valuation of Beverages to support the intercompany
transfer. Management advises that the Board was made aware of the
transaction.

m The following table summarizes the current board members for both
FLWM and WALP:

Name Title WALP FLWM
Doug Hyatt Chairman of the Board X X
David Phillips' Director X X
Margaret Davis' Director X
John Wilson' Director X X
Leo de Bever Director X X
John Cook Director X X
Terry Fisk Director X
Robert Gauld Director X X
Manna Usfiycky Director X
Robin Pullen Director X
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F}nanc~al Reporting

Financial Reporting
The following is a brief summary outlining the timing and flow of documents
required by GTL to prepare this Report, as well as some observations:

• On March 5, 2011, GTL was engaged by Cassels Brock to act as
Consultant in preparing a report on the business, assets, affairs and
operations of the FL Group. The scope and estimates were later
modified between GTL and Cassels Brock.

• On March 7, 2011 GTL met with representatives of Cassels Brock,
KPMG, the Company and the Ontario Securities Commission to discuss
the nature and scope of the Report.

• On March 8, 2011 GTL provided Cassels Brock with a list of preliminary
documents it required from the Company to complete its Report.

• On March 22, 2011 GTL met with Joanna Hampton and Cassels Brock,
and reviewed an FL Group prepared organizational chart. Ms.
Hamp#on explained the structure of the Company and the interaction
between the various entities.

• Throughout the month of March 2011, Cassels Brock provided GTL with
certain documen#s from the original request. We understand that much
of the requested documents were not readily available and had to be
prepared by the Company. We would have expected that a company of
this nature and size would have had a more advanced level of financial
reporting, spec'rfically with respect to cash flows, budge#ing and financial
statements.

• Throughout the months of April and May 2011, we understand that the
Company dedicated the majority of ifs accounting resources towards
finalizing its fiscal year-end financial statements and consequently, GTL
received limited documents from Cassels Brock over the course of this
period.

• In the month of June 2071, the FL Group devoted greater resources to
preparing and/or compiling the information requests of GTL. Given the
sporadic flow of documents to that point, on June 16, 2011 and June 24,
2011 GTL provided Cassels Brock with extensive lists of documents which
remained outstanding at that time. The financial information began flowing
on a more frequent basis thereafter.

• GTL attended at FL Group's office on July 4, 201 Z to review the lists of
outstanding documents. Certain documents were provided to GTL
following this meeting.

• We have worked with Management to build an integrated cash flow rrtodel
far the FL Group based on Management's cash flow projections.

• During July 2011, GTL expended significant effort at the Company's office
to build the financial model in order to prepare a consolidated cash flow
projection based on Management's projections as well as to better evaluate
how the various partnerships interacted with one another.

• In order to build the integrated model, GTL required additional financial
information and forecasts. The Company was cooperative, and devoted
significant resources in preparing documents for GTL to complete its
Report. Again, most of the documents had to be prepared or compiled by
the Company and were not readily available.

• As of the date of this Report, the 2009 & 2010 audited financial statements
for WALP prepared by KPMG were sti11 in draft form. This is approximately
2 years post year end for 2009. We understand from Management that
the audited financial statements for these periods have not yet been
completed on account of ongoing discussion between KPMG and the
Company as it related to the potential removal of a going concern note in
the draft WALP audited s#atements.

s~ ~) ~ t ,,rnn "r moo^ ~ m ~~ r~~;i ~~a.~~ L-r,~p of Ccrc~:a~c ~ R~ma~ i9 ~t~; t SUBJECT 70 SOL1gTOR /CLIENT PRIVILEGE ~

!J



~inancfa! Re~ort~n~

Financial Reporting
• In reviewing the Minutes of the Board Meetings, we note that there are

often references to financial statements as an agenda item, but
financials have consistently not been available for review at the Board
Meetings.

~ We understand that at the AGMs far the various funds, most often "draft'
financial statements are disclosed at the meetings. W e are advised by
Management that there have been no questions from unit holders as to
the lack of final statements, but we have not been able to verify this
independently.

• We understand that only seven entities receive audited financial
sta#ements, including WALP and FLEX. There are review engagements
prepared by the firm Sloan Group LLP for the LPs. Financial statements
for FLWM are not audi#ed or reviewed.

Management has pointed out that the weaknesses in financial reporting
are related to the fact that the FL Group is a rapid3y growing private
company and their compliance lags their growth.
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Integrated Cash Flow Madei

Purpose of the Integrated Cash Flow Model
• We have worked with Management to build an integrated cash flow

model.

• The following sections explain why and how the integrated model was
created, how it works and the results.

Overview of Integrated Cash Flow Model

• Management had not prepared a cash flow model/forecast that captures
all of the different funds and LPs within the FL Group.

• Since there are significant intercompany transactions (through FL
Finance), we believed that it was necessary to integrate each of the
campanies/LPs/Trusts Into the same working model for the following
reasons:

- Provides a better understanding ofi each of the LPs/companies and
how money moves between them;

- Identifies whether the Company has sufficient cash flow as a whole to
carry on its operations in the ordinary course based on its own
projections;

- Helps to evaluate the assumptions and the forecasts prepared by
Management;

- Creates the ability to sensitize the projections and evaluate the
impact of any changes on the entire group;

- Help Management enders#and the impact of certain operational
decisions on the cash flows of the business; and

How the Integrated Cash Ftow Model was Developed

• In developing the framework of the Integra#ed model, we relied on the
following inforrnation prepared by Management:

- (n#emal prepared trial balances for every major property and every
fund within the FL Group for 2009 and 2010;

- Financial forecasts for FLWM, WALP, FLEX, Primetime, Beverages,
Global and Venture;

- Third party mortgage agreements;

- Appraisals for all of the properties within the FL Group;

- Cost consultant reports for the Victoria St. Building;

- Purchase and sale agreements and letters of intent for the assets
anticipated to be purchased in Global and Venture;

- Information on all capita! raised for each of the companies and
management's view as to where new capital will be raised in the
future (including distribution rates); and

- Co{lection of different information and schedules prepared by
Management.

• We started wi#h all of the 2009 and 2010 trial balances to capture two
years of income statements and highlight the major asset balances
(cash, asset, related party balances) as at December 31, 2010;

• We reviewed the mortgage agreements, appraisals, cost consultant
reports, etc. to estimate the fair value of the projects and the
corresponding mortgage amounts; and

- Creates a clearer view as to the Asset Valuation of the FLGroup and . dye used the total capital raised (equity and debt) from a Management
each individual fund. prepared report based on the FLWM Reporting System as at June 30,

2411 to populate each LP's invested capital and corresponding
distribution rate.
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Integrated Cash Flow Madei

Purpose of the Integrated Cash Flow Model —cont'd

How the Integra#ed Cash Flow Model Works

• There are 19 worksheets detailing each of the LPs/comparnes that have
received investor capital over the life of the FL Group.

• Each detailed LP sheet has the following:

- a historical (2008 to 2010} financial statement and forecasted cash
flow statement (2011 to 2013);

- NBV, cost, FMV and mortgage amount for each asset owned in the
LP;

- Equity and debt raised, as at June 30, 2011; and

- Assumption inputs for a number of different variables (including new
capital raises, FLWM fees paid, e#c.).

There is a central financing sheet that lists the total capital raised and
also includes any assumptions on the forecasted capital to be raised for
the FL Group. This sheet also includes all of the distribution rates.

• There is an asset valuation sheet that includes the appraised asset
values, working capital, related party balances, mortgage balances and
capital raised (debt and equity) for each of the LPs/Companies.

• There is a summary sheet that includes the operating cash flows, capex,
distribution payments and financing requirements combined for all 19
LPs.

• There is a sensitivity sheet that is linked to all of the worksheets and
summarizes the impact on net annual cash flows {2011 through 2013) if
the certain assumptions are adjusted.

• All of the sheets are linked, as an integrated model, to one another to
ensure when one assumption is changed, it will effect each LP.

• Please refer to Appendix C for the financial highlights of each of the LPs.

Managements Acceptance of the "Base Model"

• We reviewed the Management prepared forecasts for each LP and
compared them to historical financial information for the respective LP
we had previously been provided. We assessed whether there were any
apparent omissions from Management's forecasts. In part, the process
involved us having to interpret Management's assumptions, which were
not documented for most of their projections. We reviewed these
omissions with Management, together with the corresponding
assumptions, and the integrated model was amended as required, with
Managements agreement .The #final integrated cash flow worksheets at
tha# point represent the "Base Model", which is Management's view.

• We then advisett Management that there were four particular
assumptions which should be sensitized.

• In this regard, we created the ability to sensitize four particular
assumptions to evaluate the impact of each on the Base Model. We
discuss the sensitivity adjustments later in this section of the Report.

• We reviewed the sensitivities with Management. In this regard, while
Management believed the sensitivities were overly conservative
compared to the Base Model, they believed that they could implement
four key cash f{ow preservation Levers (the "Levers°) which could be
enacted to facilitate the preservation of cash flow within the FL Group.
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lnte~rated Cash Flow Model

Base Model Summary
The following table summarizes the results o#the Base Model, combined
for all of the LPs and companies within the FL Group:

2041 2012 2013

- There is approximately $164.3M in investor equity at an average
distribution rate of 6.2%;

- Financing includes the following:

Operating cashflows {after debt) $ (3,140,135) $ 12,008,832 $ 19,856,303 - Actual capital raised in the first six months of 2011;
Capital Expenditures (15,078,499) (15,571,160) (4,390,2ss) - Forecasted capital required only for FLEX, Global and

Cashflows before distributions (18,218,633} (3,562,328) 15,466,037 
Venture;

Debt Distributions (7,455,414) (4,942,863) (4,705,346) — $5M of new unsecuCed, subordinated debt in WALP;

Cashflows before equity distributions (25,674,048) (8,505,191) 10,760,691 
- jhe fees paid to FLWM on raising the capi#al; and

Equity Distributions (10,204,068) (12,441,726) (12,511,524) — The December 31, 2010 working capital balances adjusted
for material transactions that occurred in the first half of 2011.

Cashflows before financing (35,878,1 i5) (20,946,917) (1,750,833) . Management is forecasting to generate positive operating cash flows
Financing 45,953,579 76,085,145 4,780,531

(net of debt servicing) in 2012 and 2013.

Ending cashf{ows $ 10,075,454 $ (4,s61,~72) $ 3,o29,s9s • Approximately 78% of the existing working capital balances and invested

Accumu{ated Cash balance $ ~o,o~s,as4 $ 5,213,ss2 $ a,243,3ss capital raised in 201 i wild go towards funding all of the distributions and
capital expenditures in 2Q11.

For the purpose of this Report, "operating cash flows" refers to net
operating income after third party and related party deb# servicing
estimated income taxes owing for FLWM.

• Based on the above results, we would note the following:

• If we assume 100% of the capital expenditures in 2012 are financed

and through capita! raises or current working capita! balances in 2012, the
operating cash flows will cover all of the debt distributions and 57% of
the equity distributions.

- The significant growth in operating cash flows is attributed primarily to
FLWM fees on new capital raised, positive WALP cash flows once
the capital rehab program is complete, income from FL Group's
ownership in Beverages and Pnmetime and a full year of the FL
Group owning 3 properties in Global and Venture;

- Capital expenditures include the Victoria St. Building development in
FLEX (over 60% of the total}, capital rehab programs primarily in
WALP and ongoing maintenance capex;

- There is approximately $116.8M in investor debt at an average
interest rate of 6.4%;

• If we assume the same for 2013, the operating cash flows will cover both
the debt and equity distributions.

• Based on Management's Base Model, If there are na further capital
rehab's (beyond 2013} and the assets continue to generate operating
cash flows at the forecasted 2013 levels, the FL Group anticipates that it
will generate enough cash to pay for al! of their distributions into the
#oreseeable future.
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Integrated Cash F(ow Mode

Operating Cash Flows in Base Model
The folEowing table highlights the operating cash flows (net of third party • The following notes highlight the material factors included in the adjacent
debt servicing} for all of the LPs: operating cash flow summary:

2011 2012 2013
Operating Cashffows
FLWM $ 1,616,046 $ 5,859,144 $ 8,210,228
FLEX 585,302 1,265,807 2,191,833
WALP (1,160,130) 3,250,984 5,453,620
Realty 236,045 236,045 236,045
Acquisitions 46,378 46,378 46,378
investors (157,428) 46,841 73,560
Progressive (281,934) 526,650 1,113,839
Universal (418,800) 195,887 272,550
Venture (3,953,408) (1,228,162) (348,578)
FLWM Holdings (668,728) 194,384 938,169
Spring Valley (67,397) (67,397) (67,397)
Select 9,742 9,742 9,742

Elite i 42,368 142,368 142,368
Global 208,712 807,066 860,849
Premier 160,335 160,335 160,335
Ultimate 74,628 74,628 74,628

Visions (108,939) (108,939} (108,939)
Mortgage Fund 597,073 _ 597,073 597,073

$ (3,140,135} $ 12,008,832 $ 19,856,303

• These numbers include investment property operating income or losses,
income taxes (for FLWM) and all debt servicing (both related parry
balances and third party mortgages (principal and interest) payments.

- FLWM: (1) Includes acquisition fees earned on new Real Estate
capital raised, which is assumed to be approximately 17.5% of $64M,
$74M and $85M, over the nex# three years; (2) owns 35% of
Beverages, which is forecasted to generate a cash deficit of $3.1 M in
2011 and a cash surplus of $1.7M in 2012 and $8.1 M in 2013; and
(3) owns 33% of Retirement, which is forecasted to generate a cash
deficit of $1.6M in 2011 and a cash surplus of $465K in 2012 and
$720K in 2013.

- FLEX: The Victoria Street office building is expected to be completed
and occupied (by FLWM) in September 2012, with a NOI (after third
parry debt) of approximately $1.2M;

- WALP: The capital rehab is expected to be finished in 2012 and as a
result the total NOI is expected to double in 2012 and grow again by
25% in 2013;

- Investors: The Harmony townhome complex is currently undergoing
a capital rehab which is expected to be completed in 2012, at which
point the NOI is expected to grow substantially;

- Progressive: owns, among other investments, 8.34% of Beverages
and 20% of Retirement;

- Universal: owns 30% of Retirement;

- Venture: FLWM is expecting to close the deal to acquire Palisades
and Redwoods retirement residences in Ottawa by Augusi 26, 2011.
As part of the deal, they need to pay a balloon debt payment on
December 31, 2011 of $4.4M;

- FLWM Holdings: owns 10.91 % of Beverages and 17% of
Retirement;

- Global: FLWM is expecting to close the deal to acquire Heather
Glen in Orlando ($25.5M) by October 2011.
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Integrated Cash Flow Marie!

Capital Expenclitures in Base Model
• The fo{lowing table highlights the capital expenditures forecasted to be

incurred for all of the LPs:

2071 2012 203
Capital expenditures
FLWM $ (50,000) $ (50,000) $ (3,014,216)

FLEX (9,636,147) (12,160,470} -

WALP (4,976,196) (2,490,209) (613,000)

Realty - -
Acquisitions - -
Investors (203,095) (136,500) -
Progressive (2,500) -
Universal - -
Venture (136,125) (428,794) (450,234}

FLWM Holdings - -
Spring Valley - -
Select - - -
E1ite -

Global (74,436) (305,186} (312,816)

Premier -
Ultimate - - -
Visions - - -
Mortgage Fund - - -

$ {15,078,499) $ (15,571,160) $ (4,390,266)

• The following notes highlight the material factors included in the adjacent
capitak expenditure summary.

- FLWM: The $3M expenditure in 2013 relates to leasehold
improvements expected to be incurred for the Victoria St. Building

- FLEX: Construction costs incurred be#ween June 30, 2011 and
August 20i 2 on the Vic#oria St. Building ;

- WALP: They expect to incur approximately $7.2M in additional
capital rehab in 2011 and 2012. Once complete, annual maintenance
capex is expected to be $250 per unit (there are over 2000 units
within the WALP portfolio);

- Investors: The Harmony townhome complex is currently undergoing
a capital rehab which is expected to be completed in 2012;

- Venture: Small capital rehab costs and maintenance capex #or the
deal expected to close August 26, 2011;

- Global: Small capital rehab cos#s and maintenance capex for the
deal expected to close October 2011;
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Integrated Gash Flaw IV,ode!

Debt Distributions in Base Model
• The following table highlights the debt d►stributions forecasted to be

incurred for all of the LPs:

2011 2012 2013
Debt Distributions
Fl.WM $ (1,283,227) $ (1,283,227) $ (1,283,227)

ALEX (963,251) (250,700) (13,183)

WALP (4,432,253) (2,632,253) (2,632,253)

Realty - - -
Acquisitions - -
Investors (39,375} (39,375) (39,375)

Progressive (40,500) (40,500) (40,500)
Universal -
Venture - - -
FLWM Holdings - - -

Spring Valley
Select - -
Elite - - -
Global - - -
Premier - - -
Ultimate - - -
Visions - - -
Mortgage Fund (696,808) (696,808) (696,8Q8)

$ (7,455,414) $ (4,942,863) $ {4,705,346)

• The following notes highlight the material factors included in the adjacent
debt distribution summary:

- FLWM: As at June 30, 2Q11 FLWM had raised $18.3M at a 7%
distribution rate;

- FLEX: As at June 30, 2011 FLEX had raised $12.4M at a 7.75%
distribution rate. Management is expecting to convert 75% of the
debt holders in to equity in 2012 and the balance in 2013;

- WALP: As at June 30, 2011 WALP had raised $43.3M at 9% in ~L
Fund, $14.4M at 9% in FL Properties Fund, $9.3M at 8% in Wimberly
Fund and $12M in Wimberly II Fund at 7%. Management intends to
convert approximately $20M of the FL Fund debt into equity at the
end of 2011;

- Investors: As at June 30, 2011 FLWM had raised $656K at a 6%
distribution rate;

- Progressive: As at June 30, 2011 FLWM had raised $675K at a 6%
distribution rate; and

- Mortgage Fund: As at June 30, 2011 FLWM had raised $11.6M at a
6%distribution rate.
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Integrated Casn ~~o~nr ModQi

Equity Distributions in Base Model — cont'd
• The following table highlights the equity distributions forecasted to be

incurred for all of the LPs:

2011 2012 2013
Equity Distributions
FLW M $
FLEX
W ALP
Realty
Acquisitions
Investors
Progressive
Universal
Venture
FLWM Holdings
Spring Valley
Select
Elite
Global
Premier
Ultimate
Visions
Mortgage Fund

(2,612,325) $ (2,612,325) $ (2,612,325)
(1,855,673) (2,409,017) (2,537,736)
(1,812,893) (2,687,893) (2,687,893}
(215,1fi1) (215,161) (215,161)
(168,196) (168,196) (168,196)
(399,250) (399,250) (399,250)
(894,624) (894,624) (894,624)
(347,939) (347,939} (347,939)
(240,143) (873,808) (981,719)

(172,724) (172,724) (172,724)
(255,330) (145,903) (145,903)

(466,108) (266,347) (266,347)

(161,612) (646,450) {646,450)

(389,275) (389,275) (222,443)

{212,814) (212,814} (212,814)

~ (io,2oa,ose~ $ (~2,4a~,~2s~ $ (y2,511,s2a~

The following table summarizes the equity capital raised to date as wel(
as the capital raise assumptions used in the Base Model:

As at June, u' Raised Distribution
30,71 2011 2012 2013 rate

FLWM - Pref I $ 8.5 $ - $ - $ - 8.75%
FLW M - Pref 11 22.1 - - - 6.75%
FLEX 22.4 10.4 4.9 - 4.75%
WALK 45.6 - - - 2.75%
Realty 4.5 - - - 3.50%
Acquisitions 1.8 - - - 8.25%
Investors 6.7 - - - 4.75%
Progressive 14.9 - - - 4.75%
Universal 5.8 - - - 4.75%
Venture 0.9 13.5 2.8 1.8 3.75%
FLWM Holdings 3.0 - - - 0.00%
Spring Valley 2.2 - - - 6.75%
Select 3.6 - - - 5.75%
Elite 6.7 - - - 5.75%
Global 0.8 8.4 - - 5.75%
Premier 5.6 - - - 5.75%
Ultimate 3.0 - - - 5.75%
Visions I & II 4.2 - - - 0.00%
Mortgage Fund - - - - 0.00%

$ 162.1 $ 32.4 $ 7.7 $ 1.8

— FLEX: Management is expecting to convert 50% of the debt holders
to 6% equity in 2012 and the other 50% to 4% equity in 2012 and
2013;

— WALP: Management intends to convert approximately $20M of the
FL Fund debt into equity at 4.375% at the end of 2011.
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integrated Gash flow Modet

Financing in Base Model
• The following table highlights the financing activities each LP is projected • The following notes highlight the material factors included in the adjacent

to undergo over the next three years: financing summary:

2011 2012 2013
Financing
FLWM $ 12,599,990 $ - $ -
FLEX 11,869,769 13,554,380 3,000,000
WALP 11,625,428 - -
Realty 49,653 - -
Acquisitions (34,726} - -
lnvestors 741,541 - -
Progressive 741,212 - -
Universal 131,670 - -
Venture 4,329,676 2,530,764 1,780,531
FLWM Holdings (911,600) -
Spring Valley 140,051 - -
Select 27,898 - -
Elite 45,894 - -
Global 27,336 - -
Premier 40,374 - -
Uitimate 904,370 - -
Visions 967,674 - -
Mortgage Fund 2,656,771 - -

$ 45,953,579 $ 16,085,145 $ 4,780,531

Capital Raisinct

- FLWM: raised $6.4M in the first half of 2011;

- FLEX: is projected to raise $11.5M and $5.5M in equity (and/or debt
drip's) in 2011 and 2012 as well as secure construction financing of
$9M in 2012 and an additional $3M (refinanced into a mortgage) in
2013;

- WALP: raised $798K in the first three months of 2011 and
Management is forecast to raise $5M of unsecured, subordinated
debt in 2071;

- Progressive: raised $675K in the first half of 2011;

- Venture: is projected to raise $14.4M, $3.1 M and $2.16M in equity
over the next three years;

- FLWM Holdings: raised $2.99M in the first half of 2011;

- Global: is projected to raise $9.3M in equity in 2011;

- Mortgage Fund: raised $1.56M in the first half of 2011;

- All amounts above (except for amounts raised in FLWM, Progressive
and Mortgage Fund) would attract the 17.5% fee paid to FLWM,
which in aggregate equates to approximately $6.6M, $1.6M and
$378K over the next three years.

Working Capital Balances

- The remaining financing dollars come from the estimated June 30,
2011 working capital balances.

- This does not include any related parry receivables or payables.
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In#egrated Gash Ftow M~ef

Summary of Ending Cash Flows in Base Model
• The following table highlights the annua{ ending cash position for each

LP:

2011 2012 2013
Ending cash flows
FLW M $ 10,270,484 $ 1,913,591 $ 1,300,459
FLEX - - 2,640,914
WALP (756,444) (4,559,372) (479,526)
Realty 70,538 20,884 20,884
Acquisitions (155,944) (121,818) (121,818)
investors (57,607) (528,284} (365,065)
Progressive (478,346) (408,474) 178,715
Universal (635,070} (152,052) (75,390)
Venture - - -
FLWMHoldings (1,580,328) 194,384 938,169
Spring Valley (100,070) (240,121} (240,121)
Select {217,689) (136,160) (136,160)
Elite {277,846} (123,980) (123,980)
Global (0) (144,570) (98,416)
Premier (188,567) (228,940) (62,108)
Ultimate 766,184 (138,186) (138,186)
Visions 858,735 (108,939) (108,939)
Mortgage Fund 2,557,036 (99,735) (99,735)

$ 10,075,464 $ (4,861,772) $ 3,029,698

• We would note the following:

- Due to large, unfunded shortfalls in WALP in 2011 and 2012, the FL
Group in aggregate, generates a cash deficit of $4.8M in 2012;

- In 2013, only FLWM, FLEX, Realty, Progressive and FLWM Holdings
can cover their distributions. All other LP deficiencies will be funded
by FLWM;

- The positive cash balance in FLEX is due primarily to the refinancing
of the construction loan from $9M to $12M;

- The high cash balance in FLWM, Progressive and FLWM Holdings is
due to the increased growth in Beverages, according to the Base
Model;

- FLW M is forecasted to have enough cash flow #o cover the cash
shortfalls in each of the cash deficient LPs for the forecasted period.
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Integrated Cash Flov~r'.1lla~ei

Summary of Ending Accumulated Cash Balances in Base Model
• The following table highlights the accumulated cash balances for each

LP:

2011 2012 2013
Accumulated ending cash balance
FLWM $ 5,822,972 $ 1,287,175 $ 2,001,935
FLEX - - 2,640,914
WALP - -
Realty 70,538 91,422 112,307
Acquisitions - -
Investors - - -
Progressive - - -
Universal - -
Venture - - -
FLWMHoldings -
Spring Valley - - -
Select - -
Elite - - -
Global - -
Premier - - -
Ultimate 766,184 627,998 489,812
Visions 858,735 749,795 640,856
Mortgage Fund 2,557,036 2,457,301 2,357,566

$ 10,075,464 $ 5,213,692 $ 8,243,389

• The above table illustrates the effect of assuming that FLWM will cover
the cash shortfalls in all ofi the cash deficient LPs.

• ft also assumes that any LPs with a cash surplus will keep their surplus
and it will not be loaned back into the FL Group.
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Integrated Gash Flow Mode:

Base Model Assumptions
The Sase Model contains significant assumptions surrounding the timing
and quantum of operating income or loss, capital expenditures,
distributions, financing requirements and capital raising. As
aforementioned, many of the assumptions had to be interpreted and
documented as projections were received. We were of the view that
certain assumptions in the Base Model had to be sensitized, as the
projections were not fully supported by the information presented, nor
historical trends.

Assumptions to be Sensitized

Annual Capital Raisings: The Base Modef assumes FLWM
will raise approximately $64M, $74M and $85M from 2011
through 2013, respectively. FLW M earns 17.5% on each of
these amounts which is one of the largest positive income
streams within the FL Group. Should the FL Group not achieve
its target of raising this amount of capi#al by a material amount,
it will have an impact on the Compan~s ability to fund new
projects, as well as reduce the amount of fee revenue in
FLWM.

2. WALP operating projections: Management assumes tha#
once the capital rehab programs are complete, each property
within the WALP portfolio will lease-up to 95%occupancy (in
approximately 1.5 years at the outset) and that rental rates wil!
increase by 6% every 6 months.

3. Beverages operating projections: The FL Group acquired
approximately 54% of Beverages in 2011 and has plans to
acquire new production equipment and a new facility for the
King Brewery in the nex# two years. The capital expenditures
(as well as the addition of 8 new salespeople) are expected to
fuel revenue growth of 250°/a and 110% in 2012 and 2013,
respectively.

~ 201 t ~3ran; ~ hcmior~ ~m tVd F~rs~ le~s¢te Group ~f Companies August 19 20! 7 SUBJECT TO SOLICROR / CLIENT PRMLEGE

4. No idle cash: The Base Model assumes no movement of funds
between LPs and also assumes that any new capital raised
(with the exception of FLEX, Global and Venture} is
immediately spent on a cash neutral investment. For instance,
in some of the blind pools, capital would typically be raised
several months before it was placed resulting in idle cash sitting
in the bank earning 3% while the LP was required to pay
distributions of 6% to its unit holders.
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in#eurated Cash Fiow Model

Base Model Assumptions — cont'd

Further Assump#ions

+ The following additional assumptions were made by Management
throughout the Base Model:

- Of the existing LPs, Management will only raise capital for FLEX,
Global and Venture as these three LPs have investment properties
with financing requirements.

- Capital raised over the nexi three years that is not forecasted to be
allocated to FLEX, Global and Venture would be directed to new
investments that are entirely cash neutral. This means that the
operating cash flows of each new investment will generate precisely
an equal amount of revenue to cover all of the operating expenses as
well as debt servicing, capital expenditures and investor capital
dis#ributions.

- All related party balances attract the 7% interest income or expense.

- Management wil( close both the Global and the Venture acquisitions
by the end of 2011.

- The US to Canadian dollar exchange is 1:1.

- There will be no dividends paid out on the common shares of FLWM.

- The Victoria St. Building will be completed and fully occupied by
September 2012, with no cost overruns and will be financed by
invested capital and third party mortgages/construction loans.

- Management will convert the Select and Elite unit holders from 7%
equity to 4% equity in WALP in 2012 and Premier in 2013.

- Management will convert all of the FLEX debt holders {approximately
$12.4M), with a distribution rate of 7.75% into equity holders with a
distribution rate of 6% and 4% by 2013.

- Approximately $20M of the 9% debt holders in FL Fund
(approximately $43M in Master Texas) will convert to WALP equity of
4.375%.

- Management will raise unsecured, subordinated debt of $5M, with
restricted repayment terms and no cash payments dunng the term,
in order to shore up a portion of the recurring WALP cash flow
deficiency.

- FLWM will spend approximately $1 M less in 2012 and 2013 on
professional fees and $500K less in 2012 and 2013, on their annual
employee retreat.

- There will be no further inter LP movement of funds in order to meet
its cash flow requirements.

- Any cash surplus genera#ed in FLWM, will go towards financing any
cash shortfalls in the cash deficient LPs within the FL Group.

- FLWM will charge and collect a 5% agency fee and 12.5% business
development fee on all new real estate capital raised into the FL
Group.

- There will be no demands or repayment of the current intercompany
loan balances.
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Model Sensitivities
Overview

• As outlined on the previous pages, there were certain assumptions m the
Base Model, that were not fully supported by thetnformation presented,
nor historical trends.

• As a result, we reduced each years' anticipated capital raise by 10%,
which had the following impact on the Base Model:

2011 2012 2013

• A sensitivity analysis was therefore performed to stress test these four impact on Endng Cashflow

assumptions and analyze the impact on the FL Group cash flow. ~mPact on Accumulated cash aa3ance
• The following section discusses each of the four assumptions in detail,

why we tested them and the impact on the ending cash flows of the FL
Group: Ido Idle Cash

Annual Capital Raisings

• The Base Model assumes FLWM will raise $64M, $74M and $85M in
2011 through 2013, respectively.

~ This would generate revenues in FLWM of approximately $11.2M, $13M
and $15M.

• In concluding on an appropriate sensitivity assumption, we considered
the following:

- Management has raised $63.7M and $64.7M in 2009 and 2010
respectively.

- The FL Group has raised $12.9M in the first six months of 2011 (and
an additional $7.52M in Juiy 2011).

- Management advised that because the investors are primarily looking
for the tax benefits the majority of their capital raises occur in the last
quarter of the year.

- Management believes tha# as the AUM and the number of investors
continue to grow, it may become easier to raise capital.

$ (948,378) $(1,186,404) $ (1,461,124)

$ (948,378) $ (2,134,783) $ {3,595,903)

• The Base Model assumes there is no movement of funds between LPs
but it also assumes Management can buy a positive cash flow
generating asset immediately.

• We considered this to be a sensitive assumption and considered the
following when determining an appropriate sensitivity assumption:

- In the past, Management has often raised capital before they had an
asset in which to invest.

- It is typically harder to find cash neutral real estate deals that fit into
First Leaside's Investment Mode.

- There are several short term, risk free investment options in the
market, with average returns between 1 % to 3%.

- The typical distribution rate that the FL Group is offering is 6%.

• As a result, we adjusted the idle cash assumption to reflect any new
capital raised would sit idle for six months, generating a 3% return and
paying a 6%distribution to its investors, which had the following impact
on the Base Model:

2011 2012 2013

Impact on Ending Cashflow

Impact on Accumulated Cash Balance

~ ~t t Gram Thanvon umrted Firsi ~easi~ Gra;p a~ ComparoEs Auyus+ ~5 2Q;1 SUBJECT TO SOLICITOR /CLIENT PRIVILEGE

$ (276.891) $ (981,482) $ (1,247,280)

$ (276,891) $ (1,258,373) $ {2,505,653)
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Model Sensitivities — cont'd
WALP Operating Projections Capital Rehab

Management is forecasting the WALP portfolio to generate NOI of ~ Most of the properties within WALP have either commenced, at some point
$4.6M, $9.OM and $11.2M for each of the next #hree years, respectively. in the past five years, or are undergoing a capital rehabilitation project.

0 The following graph illustrates the N01 progression of each of the WALP 0 q typical capital rehab involves changing the floors, upgrading the kitchen,
properties from 2006 through the forecasted period: installing new appliances, and cleaning /installing (when necessary) the
~,~~o ,- - -~ ~ -- - ---~ -- - --- - - - bathroom facilities. This can cost up to $15,000 per residential unit and to

.,~ date, the WALP portfolio has averaged $6,700 per unit.
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0 Management is forecas#ing a sharp incline in the NOI over the next three
years. The highest NOI the portfolio has generated was in 2009 at
$2.7M. Management is forecasting 2011-2013 to be 1.6x, 3.2x, and 4x
greaterthan 2005 levels respectively.

~ When comparing the actual results of 2006 through 2010 to the forecast ~
period, it is important to note the following:

- Ponde, Shores, Pointe and Crossing have undergone a capital rehab
program since 2007 and as a result their NOI has suffered; e

The forecasted years reflect the NOI of a newly rehabbed portfolio of
properties as opposed to the pre-rehab properties in 2007 through
2010. o In order to successfully rehab a building, the property manager {in this case

Management's assumptions are taking into consideration the effects of it is a third party company, Leaders Corporation, that manages the WALP
the current rehab program and how the market will react to the newly portfolio) must vacate each unit to perform the work. As a result, tenants
renovated assets once the rehab is complete (increased occupancy and are either moved around the complex or are sometimes {ost to competing
hi~gher rental rates. ~.L~ mplexes. ~

~~ xt1 t ~a~a ; rrt~~on tim~~w -•.~s~ ~e.sFhe ~:~~;sp o ~orr E> ~niEs A~~ce:s~ ~~s %Ot i SUBJECT TO S011CROR /CLIEM PRMLEGE yq

The following table summarizes the total capital rehab for the WALP
portfolio, including what has been spent from 2007 through June 2011 and
what is expected to be spent in the forecasted period according to
Management:

# of Unfts Already spenb CTo be spent Completion ! ~ p~ 
ion

Ponde 244 $ 3,097,845 $ 645,467 83°/a Sep 11
Shores 236 2,251,285 575,587 80% Mar 12
Bluffs 233 48,568 711,932 6% Feb 13
Preston 112 70,715 608,215 10% Dec 12
Pointe 208 1,568,484 182,598 90% Sep 11
Crossing 212 1,566,926 175,382 90% Sep 11
Sedona 240 - - Na n/a
Creekview 144 52 740,948 0% Aug 12
Country Village 148 16,716 629,284 3°/a Aug 12
Raintree 144 8,994 651,006 1% Aug 12
Arrowwood 240 42 724,958 0% Aug 12

2121 $ 8,629,630 $ 5,646,378 60%

Ponde, Shores, Pointe and Crossing have nearly completed their rehab,
while Bluffs, Preston and the Master Sherman properties are in the
beginning phases of #heirs.

The Sedona property is not expected to undergo any rehabilitation as a
rehab as the impact is not expected to be beneficial due. Management
advised that it is currently contemplating the sale of the Sedona property,
but it has not yet been listed.



Integrated Cash Flaw Mode!

Model Sensitivities - cont'd
• This typically leads to lower occupancy rates during a rehab as well as

lower rental rates.

Occupancy and Rental Rates

The following table summarizes the average occupancy rate, the
average rental rate and the estimated market rate for each property:

# of Units I Occapen~Y %~ 
Cur ~8 ent I EsL

Rate ~ (D'dferernial i

Ponde 244 52.0% $ 587 $ 715 -1 S.0%
Shores 236 50.4% $ fi17 $ 723 -14.7%

Bluffs 233 72.2% $ 542 $ 552 -1.9%

Preston 112 82.1 % $ 868 $ 809 7.3%

Pointe 208 85.6% $ 630 $ 696 -9.5%

Crossing 212 85.4% $ 601 $ 643 -6.5%

Sedona 240 52.9% $ 516 $ 530 -2.7%

Creekview 144 87.5% $ 631 $ 723 -12.7%

Country Village 148 89.2% $ 559 $ 660 -15.4%

Raintree 144 81.9% $ 574 $ 629 -8.7%

Arrowwood 200 84.5% $ 48& $ 595 -18.4%

2121 72.5% $ 588 $ 653 -9.9%

~ The negative lease differential represents the discount at which each
property is currently renting.

• The occupancy rates range from 50% to 89%throughout the WALP
portfolio.

• Ponde and Shores have undergone extensive rehab projects and as a
result are only 52%and 50% occupied and charging rents at an 18%
and 14%discount to market.

Bluffs and Preston are located in two of the nicer neighbourhoods and
although they are just starting their rehab, they are still charging rental
rates close to market.

• Pointe and Crossing are slightly ahead of Ponde and Shores and have
already started filling the empty units that were vacated for the rehab and
are generating close to market rents on these newly vacated units.

• Sedona is not being renovated and as a result is only 53% occupied.

• The Master Sherman properties are relatively full but have been charging
rental rates at an average discount to market of 13% as the buildings are
old and m need of a rehab.

Comparison of Actual to Budget

We received the actual rent roll for the portfolio for the first six months of
20t t and compared it to the forecasted numbers in the Base Model.

• The following table summarizes the six month results:

Net Revenues Net O ratio Income
Actual Bud et ~o Actual Bud t %

Ponde $ 444,593 $ 460,957 96%
Shores 333,478 382,683 87%
Bluffs 545,395 570,fi99 96%
Preston 445,427 36&,006 122%
Pointe 736,428 777,183 95%
Crossing 705,655 740,876 95%
Sedona 367,956 366,006 101
Creekvlew 496,027 511,016 97%
CountryVllage 491,221 510,716 96%
Raintree 449,052 484,495 93%
Arrowwood 538,029 555,847 97%

$ 5,553,261 $ 5,726,486 97%

$ (16,120) $ (6,224) Na
(71,152) (42,366) n/a
115,191 142,520 61'/0
184,644 236,079 78%
309,Q62 309,953 700%
191,981 222,954 86%
(89,722) (86,304) n/a
197,160 208,321 95%
223,192 234,816 95%
119,341 183,499 65%
180,044 186,214 97%

$ 1,343,622 $ 1,587,462 85%

• For the first six months of 2011, the WALP portfolio is achieving 97% of the
net revenues and 85% of the forecasted NOI.

• The bulk of the growth came in the earlier months and through April, May
and June the acfual numbers have started to move away from the
budgeted numbers.
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Model Sensitivities - cont'd
The following graph shows progression of the monthly Net Revenue and ~
Net Operating Income actual to budget %'s:
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• Actual net revenues and NOI were 102% and i 10°!a of budget in January
2011 but have since fallen to 88% and 62% in June.

m The dollar figures have remained steady over the six months and have
not grown as quickly as Management had predicted in its Base Model.

• As at June 30, 2011 the WALP portfolio has generated a total NOI of
$1.32M, which is approximately 29% of the forecasted 2011 NOI.

WALP Portfolio Appraisals

• We then looked at the draft WALP appraisals prepared by CBRE and
Blakes;

• The valuation date for the CBRE appraisals is January 1, 2011 and for
the Blakes appraisals it is October 1, 2010.

m The total portfolio value in the Blakes appraisal is approximately 12%
higher than the appraised value in the CBRE appraisal.

Each appraisal undergoes a similar valuation methodology and each
appraisal opines on their expected level of NOI for each property with
consideration given for the rehab project in the Master Texas properties.

The point of the sensitizing exercise is to measure the impact certain
scenarios will have on the FL Group's net cash flow position. W ith that in
mind, we deemed it more appropriate to use the more conservative
numbers in evaluating Management's opera#ing forecast.

The CBRE appraisal provides its views as to what the Stabilized NOI will
be, which is defined as annual NOI once the capital rehab project is
complete and the property is 92°/a occupied.

The following table summarizes CBRE's Stabilized NOi's (in blue) while we
estimated what the annual NOI's would-be during the rehab project (based
on a s#raight line progression between the actual 2010 figures and the
Stabilized NOI). For the NUi figures beyond the Stabilized value we
assumed an annual rental rate increase of 3% (which was said to be
appropriate by the CBRE appraiser):

Actual Forecast

2010 2011 2012 2013

NOI

Ponde $ (50,298) $ 116,815 $ 451,040 $ 701,436

Shores (173,148) 105,176 661,824 940,148

Bluffs 267,542 361,619 549,772 643,849

Preston 399,227 437,914 515,287 528,182

Pointe 347,844 533,107 718,370 739,921

Crossing 95,574 230,967 501,753 637,146

Sedona (210,890) (80,108) 181,456 443,020

Creekview 38fi,489 499,476 514,460 529,894

Country 392,080 461,515 475,360 489,621

Raintree 315,699 358,597 401,495 413,540

Arrow Wood 324,884 455,219 468,876 482,942

$2,095,001 $ 3,480,296 $ 5,439,693 $ 6,549,699

o We would note that the CBRE appraisals do not contemplate any rehab
being done on the Master Sherman properties.
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Model Sensitivities — cont'd
s The following graph illustrates the difference between management's °

NOI forecast and the NOI forecast suggested by the numbers contained
in CBRE's draft appraisal:
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The major differences between the two are as follows:

- CBRE assumes an annual rental rate increase of 3%, whereas
Management assumes 6% every six months;

- CBRE assumes the Master Sherman properties will not undergo a
rehab, while Management does (no rehab project has been
undertaken on Master Sherman to date);

- CBRE assumes a stabilized occupancy of 92°/a, whiEe Management
assumes 95%; and

- CBRE assumes it will take, on average, 12 months longer to reach a
stabilized rent than what management projects.

• As at June 30, 2011 the WALP portfolio has generated a total NOI of
$1.32M, which is approximately 39% of the CBRE 2011 NOl.

After analyzing all of the WALP portfolio data, comparing it to
Managements projections, reviewing both the Blakes and CBRE
appraisals and interviewing the appraiser from CBRE, we determined the
most appropriate sensitivity scenario would be to apply the NOI forecast
suggested by the numbers contained in the CBRE's draft appraisal.

In doing so, we also removed the $2.SM of capita! rehab costs for Master
Sherman and replaced this with approximately $200K (as maintenance
capex),

a

The impact this sensitively adjustment has on the FL Group's ending cash
flows is as follows:

Impact on Ending Cashflow

Impact on Accumulated Cash Balance

2011 2012 2013

$ 522,528 $ (2,561,946) $ (4,684,577)

$ 522,528 $ (2,039,418) $ (6,723,994}

s~.}
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Integrated Cash Flow Model

Model Sensitivities — cont'd
Beverages Operating Projections Summary of Sensitivity Adjustments

• Management is expecting significant revenue and NOI growth during the • The following table illustrates the impact that each of our sensitivity

forecasted period for Beverages, of which the FL Group owns 54%. adjustments has on the FL Group's ending cash flow and also summarizes

In 2011, the Beverages group is forecasted to generate a net operating 
the Base Mode{ cash flow balances once the Base Model sensitnrities are

• loss of $804K,with debt distributions of $60K. At the time of the Report, 
applied:

Management had not yet received the year fo date numbers to
corroborate whether 2011 is on track or not.

• Beverages has significant capital expenditures budgeted in 2071
including the acquisition of new machinery and moving to a larger
premises. Due to the limited historical information available, GTL
determined #hat, for the purposes of sensitizing the model, the sign'rficant
growth in Beverages should be removed from the Base Model.

• We then considered whether Beverages could continue to generate a
net operating loss, which is consistent with the current circumstances.
As a result, we determined the most appropriate sensitivity assumption
would be to assume no capital expendi#ures would be completed and
that the Beverages group will continue to operate at a break even point
(less the debt distributions on the $1 M mortgage)

• The impact this sensitively adjus#ment has on the FL Group's ending
cash flaws is as follows:

Senaidv' Ad stments 2011 2012 20'13

~ FLWM raises 10%less Real Estatacapita! than $ ~gqg 378) $ (1,186,404) $ (1,461,120)
projected in each year of the forecast

Management takes 6 months to find LP
2 investments, while the idle invested capital earns (276,891) (981,482) (1,247,280)
3% returns and pays 6°/ distributions

Adjust WALP's projections to agree to projections
3 based on CBRE's draft appraisal. Remove Master 522,528 (2,561,946) (4,684,577)

Sherman Capital rehab.

4 Beverages generates a $60K cash deficit each ~ 4~ ~6
~~ {873,960) (4,016,847)

Reduction of cash impact from 2nd Sensitivity,
$ when all other sensitivities occur 

85,635 119,637 147,340

2011 2012 2fl13

Impact on Ending Cashflow

Impact on Accumulated Cash Balance

$ 1,464,036 $ (873,960) $ (4,016,847)

$ 1,464,036 $ 590,076 $ (3,426,771)

Impact of Sensitivities on Ending Cashflow a 856,930 $ (5,484,155) $ {11,262,483)

Impact of Sensitivities on Acc. Cash Balance $ 856,930 $ (4,627,226) S (15,889,709)

Base Model Ending Cashflows

Sensitivity Adjustments

2011 X12 2013
$ 10,075,464 $ (4,861,772) $ 3,029,698

856,930 (5,484,155) (11,262,483)

Ending Cashflows S 10,932,393 S (10,345,92 $ (8,232,785)

Acc. Cash balance $ 10,932,393 S 586,466 S (7,646,319)
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Management Levers
Overview

• In the event that Management does not meet their forecasted results
(including the sensitivity adjustments we highlighted in the previous
section) we discussed with Management what operational adjustments
or Levers they could implement to offset cash shortfalls.

• The following Levers were identified by Management, who in their view
believe that implementation of all of the Levers would not have a
material effect on its ability to achieve the remainder of the FL Group's
projections in the ordinary course.

1. Reduce the projected bonuses paid to Management and staff;

• We understand that the bonuses are not based on a set formula and are
decided at the discretion of David Phillips.

• David does not receive a bonus as his remuneration is primarily in
dividends. In 2010, David received approximately $1.035M in common
share dividends. As afformentioned, the Base Model assumes no common
share dividends going forward.

• Approximately $1.5M of the total bonus is non-cash bonuses such as FL
Group units and RRSP matching (approximately 75% is for management),
while the remaining $2M is paid in cash.

2. FLWM would only lease two of the floors in the Victoria St. Building • Management believes, if required, they could cut 100% of the non-cash

and FLEX would rent the other two floors and the basement to third bonuses and 50% of the cash bonuses ,resulting in an overall dreduction

parties; in bonuses of approximately 75%, without losing any staff.

3. Starting in 2012, 100% of the distributions on units held by all • The impact this Management Lever adjustment has on the FL Group's

Board and Trustee members will be reinvested, instead of paid out ending cash flows is as follows:

in a cash distribution; and Zp~1 2p12 2p~g

4. Reduce the distribution rates on all of the debt and equity raised to Impact on Ending Cashflow $2,231,250 $ 2,550,000 ~ 2,550,000
date up to1.25%. Impact on Accumulated Cash Balance $2,231,250 $ 4,781,250 $ 7,331,250

• Management advises that if they were faced with a situation where they
do not mee# their Base Model, the most likely course of action may
include implementation of same portion of all of the Levers.

Management Bonuses

• The following table summarizes the total salary and bonus for
Management and staff over the last two years:

2009 2010
Sal Bonus Totat Sala Bonus Total

David Phillips $ 66 $ - $ 66 $ 66 $ - $ 66
Key Management 512 1,573 2,086 516 1,594 2,110
Staff 2,073 1,965 4,037 2,324 1,915 4,239

$ 2,651 $ 3,538 $ 6,189 $ 2,906 $ 3,508 $ 6,414

8 2011 Grant Tlrmto^ am~t~o Frs: ~ea;de Gr up of Companies August ty 2011 SUBJECT TO SOLICITOR /CLIENT PRIVILEGE 59 ~~~
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Integrated Cash Flow Model

Management Levers - cont'd
Lease Part of the Victoria St. Building to a Third Party

• FLEX is currently developing a 58,000 sq ft, 4 floor office building in
downtown Uxbridge. The building is being built with the intention of
FLW M occupying the whole building (except for a small portion of the
main floor being sublet to a gym)

• FLWM currently occupies approximately 8,000 sq ft of space across four
different locations (2 small offices in downtown Uxbridge and two
buildings on David's personal property in Uxbridge) with total occupancy
costs of approximately $300K per year.

• The Victoria St. Building is projected in the Base Model to generate the
following rent revenue:

. Ft Rerrt Rate Rerrt Revenues
Base Rent 46,653 $ 38.50 $ 1,796>150
Additional Rent 46,653 $ 11.78 $ 549,548

$ 2,345,697

• As per the "D2, 2011 Cushman &Wakefield Weighted Average Gross
Rental Rate Summary", a typical Class A office building in the Steeles
and 4Q4 and/or Hwy 7 and 404 area generates a gross rental rate of
$28.98 / sq. ft.

• If FLW M were to only rent two of the four floors in the building, they
could save approximately half of the $2.3M currently projected as a rent
expense.

• We would note that if Management were to pursue this possibility, they
would need to start looking for tenants shortly given the timeframe
typically associated with leasing up commercial space.

• The impact this management lever has on the FL Group's ending cash
flows is as follows:

2011 2012 2013

Impact on Ending Cashffow $ - $ 332,307 $ 996,927

Impact on Accumulated Cash Balance $ - $ 332,307 $ 1,329,229

• Given FLEX is developing, what appears to be one of the leading
commercial buildings in the area and their current space utilization is
substantially less than the 46,653 sq. ft it proposes to take on,
Management should consider renting a portion of the building to a AAA
tenant as a means to reduce its cash requirements in FLWM, as opposed
to considering this solely as a Lever.

Reinvestment of Board and Trustee Distributions

• The following table summarizes the dollar value (in $M) of units and the
percentage the Board and Trustee's own in FL Group:

FLW M
FLEX
WALP
Realty
Acquisitions
Investors
Progressive
Universal
Venture
FLWM Holdings
Spring Valley
Select
Elite
Global
Premier
Ultimate
VISIOf1S I & ~I

Mortgage Fund

.Board Ownershi % of total ca ital
Debt Equity Total Debt E u' Total

$ 0.75 $ 2.88
3.66 3.01
4.02 8.96
- 0.40
- 0.31
- 1.51
- 4.47
- 1.31

$ 3.63
s.s~
12.98
0.40
0.31
1.51
4.47
i.31

3.9% 8.8% 7.0%
22.4% 13.4% 17.2%
5.9% 19.7% 11.4%
- 8.8% 8.8%
- 17.7% 17.7%
0.0% 22.6% 20.6%
0.0% 30.0% 28.7%
- 22.6% 22.6%

0.0% 0.0%
- 0.0% 0.0%
- 1.7% 1.7%
- 0.0% 0.0%
- i 8.5% 18.5%
- 3.4% 3.4%
- 5.9% 5.9%
- a.o~ia o.o~io
- 18.1% '18.1%
1.7% - t .7%
7.4% 15.4% 12.0%

- 0.04 0.04

- 1.23 1.23
- 0.03 0.03
- 0.33 0.33

x.75 x.75
0.20 - 0.20

$ 8.62 $ 25.23 $33.85

6 2011 t;~ant Thom=un ~~~Tate~ ~~ss: Leas~~e Gra.~; c. Companies Augus+ 19 2~ t t SUBJECT TO SOLICITOR /CLIENT PRIVILEGE 6p ~
~'
n



Integrated Gash Fiaw i~lsodai

Management Levers — cont'd
• Management has advised that, starting in 2012, the Board and the

Trustees would reinvest up to 100% of their distributions as a means to
reducing the cash #low requirements of the FL Group, should this
Management Lever be required.

• The DRIP function of this Lever wou{d result in the broad group of
investors trading some dilution of their units for available cash.

• We would also Hate that most of the more newer LPs are paying out
lower distributions (approximately 6%).

• Management #eels that they would likely have to explain the
circumstances to certain investors, but overall they believe they could
reduce distributions across the entire FL Group by up to 1.25% with
limited investor concern or impact on future capital raises.

• The impact this Management Lever has on the FL Group's ending cash • The impact this Management Lever has on the FL Group's ending cash
flows is as follows: f{ow is as follows:

2011 2012 2013

Impact on Ending Cashflow

Impact on Accumulated Cash Balance

$ C4) $ 1,902,578 $ 2,387,349

$ (0) $ 1,902,578 $ 4,283,927

Reduce aU distributions up to 1.25%

• In each of the OM's for both debt and equity, there is a provision that
allows the LP to reduce distributions if the LP is unable to meet certain
financial requirements.

~ As a result, Management believes it can reduce distributions entirely
without being in contravention of the OMs.

• Management advises that they are reluctant to reduce distributions
entirely as it does not want to signal to current investors (and potential
investors) that the LP cannot cover its own stated distributions.

• Management does have a successful track record of reducing
distributions from time to time based on current market conditions:

— The WALP equity distribution rate was 6% in 2006 and has been
reduced to 4%since 2007;

— On June 4, 2011, FLEX held its annual general meeting where it
announced the 7.50% equity distributions were being reduced to 6%,
effective immediately,

• We are advised by Management that only a few investors were vocal
about the reduction in distributions and FLWM purchased their uni#s.

2017 2012 2013

Impact on Ending Cashflow $ (0} $ 2,057,068 $ 2,503,302

Impact on Accumulated Cash Balance $ (0) $ 2,057,468 $ 4,560,370

• Implementation of a broad reduction in the distributions may be an
effective Lever in preserving cash flows but it may not be the most
appropriate to allocate the same reduction in distributions across all
investor groups equally. For instance, WALP is a significant drain on
cash resources where other entities may in fact contribute positively.
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Management Levers — cont'd
Summary of Management Levers

• The adjacent table illustrates the impact that each of the Management
Levers could have on the FL Graup's ending cash flow and also
summarizes the Base Model cash flow balances once the sensitivities
artd Management Levers are applied.

Man ement Levers 2011 2012 2013

Drop the projected bonuses by
1 approximately 90% for Management and $ 2,231,250 $ 2,550,000 $ 2,550,000

65%for Staff

2 Rerrt out iwo floors of the new Victoria St _ 332.3p7 996,921
office building development to a Third party

Starting in 2012, 100'/a of the distributions
3 on un'ds held 6y all board and trustee - 1,902,578 2,387,349

members witl be reinvested

4 Reduce distributions on all equity and debt _ 2,057,068 2,503,302
in the FL Group by 125`/0, starting in 2012

5 Elimination of overlap in 3rd and 4th levers - (366,456) (457,260)

Impact of Levers on Ending Cashflow $ 2,231,250 $ 6,475,497 $ 7,580,313

Impact of Levers on Acc. Cash Balance $ 2,237,250 $ 8,706,747 $ 16,687,Q59

2011 2012 2013
Base Model Ending Cashffows $ 10,075,464 $ (4,861,772) $ 3,029,fi98

Sensitivity Adjustments 856,930 (5,484,155) (11,262,483)

Management Levers $ 2,231,250 $ 6,475,497 $ 7,960,313

Additional double counting due to
implementation of Sens'~tvities and Levers $ 75,554 $ 347,357 $ 455,466

Ending Cashflows $ 13,239,198 $ (3,523,073) $ 202,993

Acc. Cash balance $ 13,238,198 $ 9,716,124 $ 9,919,118
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Other Considerations
Overview

• Durmg our review, Management identified other considerations which
could have a material positive effect on the cash flows of the FL Group.

• Due to the uncertainty of the information and the number of years before
a material impact, Management did not include then as assumptions in
the Base Modei.

Oil and Gas reserves

• Upon its due diligence on an adjacent property, Management became
aware that there is a potential natural gas reserve underneath the Pond,
Grassing, Shores and Pointe properties in Dallas, Texas.

• Management has received letters of intent ('LOIs") from Carriza Oil $
Gas dated November 16, 2010 and Eagle Land Services Inc. dated
November 30, 201 d. Both LOIs (which have since expired) provided an
initial cash bonus payment of $131,500 as well as future royalties in the
amount of 20% — 25%for the properties located at Pond and Crossing.

• We understand from Management that the apartment complex adjacent
to Pond and Crossing is also situated on top of the reserve and they
have been earning a royalty of $6,726 per month. Management advises
that the adjacent property occupies 7.83 acres compared to the FL
Group's combined 50 acres of land. Based on Managements
calculations, the properties would yield approximately $500K in royalty
revenues (or $10K /acre) per annum. We have not been able to verify
this information from third parry sources.

• Management claims that they have not acted on the proposals as they
have engaged an independent engineering firm to prepare a feasibility
study. At the time of this report, the information was not available.

Mortgage refinancing

• The majority of the $43M in mortgages on the WALP portfolio are set to
mature between 2013 and 2015. This could have botfi positive and
negative implications, depending on the strength of the Texas real estate
market at that time of maturity.

• Management has commenced various rehab projects with the
expectation that its success will result in an increase in occupancy and
rental rates, consequen#ly increasing the net operating income of the
properties within the WALP portfolio. This could result in an increase in
the appraised values of the properties. Based on Management's
estimates the combined effect of rising property values and principle
repayment in the next 2 years would result in the Limited Partnerships
having access to approximately $24M of additional cash flow from
refinancings in 2013-2015.

• WALP mortgage refinancings were not Included in the Base Model, as
the majority of refinancings would occur subsequent to 2013.
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FL Group Asset Valuation

Consolidated Asset Valuation
Overview

• While assembling the information required to build the Sase Model, we
also accumulated the necessary information to prepare a consolidated
Asset Valuation.

• We reviewed third party appraisals, recent acquisition prices, and cost
consultant reports to estimate the fair market values ("FMV") of the
properties owned in each LP.

• We reviewed the December 31, 2010 trial balances for each LP to
estimate the NBV of all of the other assets, investments and third party
mortgage balances.

• We then used Management's schedule of capital raised (both debt and
equity) for each of the LPs.

• The working capital was then estimated using the December 31, 2010
figure and adjusting for any material changes in the first six months of
2011 (ie. capital raised, assets purchased, and large related party
balances paid).

• We assumed, unless stated otherwise, that the NBV of the
assets liabilities approximates their FMV.

• We would note the following as it relates to the Asset Valuation:

— The Victoria St. Building is considered to be completely built (ie.
valued at $32M) and therefore includes the additional equity and the
construction financing that is required to finish the project.

— For the purpose of this WALP portfolio, we used Biakes appraisal as
opposed to the CBRE Appraisal. The Blakes appraisals is
approximately 12% higher than CBRE.

— For the FMV of FLEX's assets, we used the AW Hooker Associates
Ltd. "First Leaside Group —Head Office Class A Cost Estimate",
dated May 27, 2011, which estimates the total costs to complete to
be approximately $32M.

— For Venture and Global, we assumed the FL Group closes the two
pending transactions transactions and acquired $90.5M in properties
with $71.2M in third party mortgages and $23.6M of raised equity.

• The Asset Valuation is not intended to be our conclusions on what the
FL Group would receive in the event of a sale. We are simply
attempting #o illustrate the equity deficit based on third party information,
all factors being considered.
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FL Graup Asset Valuation

Consolidated Asset Valuation - cont'd
Asset Valuation

• The following table highlights the consolidated Asset Valuation for the FL Group:

fLWM FLEX WAlP Realty Acquisidoiu Irnestors Frogreuhre Universal Ventures FLWM Spring Select Eike Global Premier Ufthrtate Y~sions Mortgages Togl
Holdi~s Yalley

FMV of Property Assets $ - $ 44.6 $83.5 $ - $ - $ 3.1 $ 2.2 $ - $ 65.0 $ - $ 2.0 $ - $ - $ 25.5 5 - $ - $ 5.3 $ - $ 231.1
Working Capital 12.6 f.4 6.1 0.0 (0.0) 0.7 0.7 0.1 - (0.9) 0.1 0.0 0.0 - 0.0 0.9 12 1.7 24.3
Due from / to Related Party (3.9) 8.7 (9.9) 1.2 (0.2) (7.1) 1.9 02 - - (1.8) 02 2.1 - 2.3 1.1 (1.9) 3.6 2.3
Investment in FL Group units 14.0 0.3 - 4.0 1.0 - - - - - 1.3 - - - - - - - 20.8
Investment inlH Holdings 2.3 - - - - - - - - - - - - - - - - - 2.3
Investment in FL Retirement fi.1 - - - - - 3.7 5.5 - 3.1 - - - - - - - - 18.4

Investment in FL Beverages 2.5 - - - - - 0.6 - 0.8 - - - - - - - - 3.9
Capita[ assets 2.6 - - - - - - - - - - - - - - - - - 2.6
Marketable securities 1.6 - - - - - - - - - - - - - - - - - 1.6

Long termrece~vables 6.6 - - - - - - - - - - - - - - - - 5.3 11.9

FMV of assets 44.6 55.0 79.7 52 0_S 2.7 9.1 5 9 65.0 2 9 1.7 0 2 2 1 25.5 2.4 2.0 4.5 10.0 3192
Thtrdpartylongtermdebt {1.1) (12.6) (49.3) - - (1.1) - - (53.1) - (0.9) - - {18.1) - - - (136.2)

FMV of net assets 43.4 42.4 30.4 5.2 0.8 1.6 9.1 5.9 17.9 2.9 0.8 02 2.1 7.4 2.4 2.0 4.5 10.0 182.9

Investor debt (18.3) (16.4) (68.2} - - (0.~ (D.~ - - - - - - - - - - {11.6) (115.8)

FMV of Equity 25.1 26.0 (37.8j 5.2 0.8 Q.9 8.4 5.9 75.9 2.9 0.8 0.2 2.i 7.4 2.4 2.D 4.5 (1,~ 67.1

Investor egwty (30.6) (37.8) (45.3) (4.5) (1.8) (6.7) (14.9) (5.8) {14.4) (3.0) (22) (3.6) (6.7) (9.2) {5.6) (3.0) (4.2) - (199.2

Equ"m/ deficit S (5.4) $ (11.8) $ (83.1) $ 0.7 5 {1.0) S (5.7) S (6.5) $ 0.1 $ (2.5) 5 (0.1) $ (1.4) $ {3.5) $ {4.6) $ (1.8) $ (3.2) $ (1.0) $ 0.4 $ (1.7J $ (132.1)

Over the years, management has raised tots! capital (investor and third
party debt) of approximately $451.3M and have acquired asse#s worth
approximately $319.2M. The majority of the $132M difference is due to
distributions (not supported by existing cash flow), capital rehab projects
and operating losses. We have not undertaken a source and application
of funds analysis so we cannot definitively conclude on the historical use
of all the funds representing this difference.

• Based on third party information and information provided by
Management, we calculate the total FMV of the Assets is $319.2M, wi#h
total third party mortgages of $136.2 for a total FMV of the net assets of
$182.9M.

• Ali 19 of the LPs/companies have a positive FMV of net assets.

• Once the FL Group investor debt of $115.SM is removed from the FMV
of net assets we calculate tF~e FMV of equity a# $67.1 M. Based on this
analysis, there is a signrficant shortfall compared to raised equity of
approximately $200M.

• Only WALP and Mortgage Fund appear to have insufficient Net Asset
Value to cover their invested debt amounts.
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Consolidated Asset Valuation — cont'd

Investment Model

• As discussed in Section 2 of this Report, FL Group's Investment Model
is to invest in properties that require a large capital ~nffow at the outset of
the investment (FLWM fees, capital rehab costs and distributions). As a
result, there is an expected equity deficit in the first few years of the
investmen# cycle.

• As the rehab progresses, the market value of the properties should
appreciate. Management anticipates that the Investment Model is
structured so that the asset value wil! become greater than the invested
capital at a point in time.

Most of the LPs within the FL Group are in the earlier stages of their
investment cycle and accordingly, one could expect invested capital to
be greater than the FMV of the net assets at this point in time.

m We would also note that the real estate markets over the past few years,
particularly in the southern US, have been in a prolonged downturn.

ACB Equity Grind Down

$ The total investor equity amount of $200M does not take into account the
grind down of investor's ACB through return of capital (ie. distributions),
nar does it include imputed tax benefits the investor receives throughout
their investment. We have not verified how much of the equity has been
ground down for each investor and each LP in the FL Group.
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Management's Fl~~IW Adjustments
Overview

• We have shared with Management our Asset Valuation in the Report,
they have disagreed with our analysis.

~ Managerr~en# had provided us with details of FMV Adjustments on
August 15, 2011. The following are the FMV Adjustments which
Management has identified compared to our Asset Valuation.

• We have not been able to substantiate most of the adjustments
summarized below, both because of the available support provided, and
the timing of the delivery of this information by Management.

LP/Companies Adjustments

FLWM

We have not included a FMV amount for the operations of FLWM. We
would agree that a wealth management business of this size may have
some value attached to the intangible assets of the business (ie. the
collection of employees, the name'First Leaside', the group of 1000
investors, the ability of Management to raise capital, etc.), however,
quantifying this amount was beyond the scope of our review.

• Management has estimated this to be approximately $26.7M (or 3.33x
NOE of $8M).

o Management considers their investment in Joanna Hampton Holdings
Limited of $2.3M (ie. the accounting firms in Western Canada) to have
increased in value. The Asset Valuation assumes the acquisition cost
(in 2008) of $2.3M to approximate FMV and Management considers an
adjustment of $333K to reflect the income they have received over the
past 2.5 years as more appropriate.

Collectively, Management is suggesting an increase in FLWM's
FMV of net assets of $27.OM.

FLEX

~ Management included a $4M premium to the Victoria Street Building.

0 Our FMW calculation of QM is based on a Noverrtber 9, 2009 appraisal
of $6M. Managemen# considered $8.855M to be more indicative of
today's value (calculated based an $115K per unit).

m The Bramtree industrial building FMV is based on a December 1, 2010
appraisal of $4.6M. Management considered $5.7M to be mare
indicative of today's value (calculated based on $385K NOI and a 7%
cap rate).

m The FMV of the Wheatley land development owned in Unity is based on
the 20x6 acquisition cost of $700K. Management considered $1.475M
to be more indicative of today's value.

e Management is projecting to install solar panels on the roof of the
Victoria St. Building that will generate approximately $27K in income for
the next 20 years. Management estimates this could be worth
approximately $337K {at a discount rate of 5%).

tl Management explained that they have built a storm water management
system as part of the Victoria Street Building development and the town
of Uxbridge has indicated that they will reimburse FLEX through a
donation receipt for the $1.53M cost.

~ Collectively, Management is suggesting an increase in FLEX's FMV
of net assets of $11.7M.

Investors

m The Harmony Townhomes FMV is based on a January 13, 2010
Appraisal of $1.8bM. Management considered $5M to be more
indicative of toda~s value {calculated based on $100K per unit).

0 Management is suggesting an increase in Investor's FMV of net
assets of $3.15M.
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Other Considerations — cont'd

WALP

There are two excess parcels of land in Country Village and Arrowwood
(5 acres and 2 acres, respectively) that have never been appraised.
Management considers them to be worth approximately $425K.

m There is also the Sherman Church property, that was acquired for $575K
in February 2010, that was not included in the Blakes appraisals.

o Management valued the Oil and Gas reserves discussed in Section 6 of
this report at $5M (based on $500K annual income stream, capitalized at
10%).

~ Management re-calculated the FMV for each of the WALP properties
from $83.5M in the Blakes Appraisal to $136.15M. In determining this
valuation, Management used their forecasted 2013 NOI and applied the
cap rates used in the Blakes appraisal, and adjusted for a cap rate
premium (between 50 bps and 125 bps) . The following table
summarizes the adjustment:

Blakes 2013 Cap Cap Rate AAgm4 FMV
sisal NOI Rate Premium FMV ustment

Ponde $11,550,000 1,176,049 7.00% 0.50% $ 15,680,649 $ 4,130,649
Shores 10,900,000 1,238,181 7.00°/ 0.50% 16,509,085 5,609,Q85
Bluffs 7.750,000 1,041,645 725% 0.50% 13,440,586 5,690,586
Preston 5,950,000 819,692 6.759'a 125% 10,246,153 4,296,153
Pointe 8,250,000 t,Q97,062 6.75% 1.00% 14,155,&37 5,905,637
Crossing 8,400,000 1,176,926 7.00% 1.00% 14,711,570 6,311,570
Sedona 5,100,000 477,127 8.00% 0.50% 5,613,256 513,256
Creekview 6,650,000 895,869 7.25% 0.50°/ 11,559,603 4,909,603
Country Vftage 6,450,000 933,360 7.00 0.50% 12,444,801 5,994,801
Raintree 6,000,000 765,434 7.25% 0.50% 9,876,567 3,876,567
Artowwood 6,500,000 922,951 725% 0.50% 11,909,043 5,409,043

$83,500,000 $ 10,707,925 $ 136,346,948 532,646,948

Tax considerations

Management then pointed out that, there are several LPs with
accumulated tax losses that may have value. Management has not
quantified all of the tax losses, but has quantified the potential value of
the tax losses in WALP. Management believes the WALP losses could
be worth up to $6M to the buyer of the entire WALP portfolio, if they
were an individual in the highest tax bracket with enough taxable income
in the short term to use all of the losses.

m Management also explained that each LP has un-deducted agency fees
that can also be used to shelter tax. When capital is raised, the LPs pay
FLWM a 5%agency that is only deductible for tax purposes over 5
years. Management quantified the total un-deducted amount across the
FL Group as $5.5M.

Summary

o The following table summarizes Management's FMV Adjustments to the
Consolidated Asset Valuation (m $M)

Management's FMV Adjustments

FLWM S 27.00

FLEX 11.73

Investors 3.15

WALP 6938

111.27

Tax Considerations

WALP tax losses 6.08

Undeducted agency fees 5.50

11.57

S 122.84

o Management then applied a further $10.8M premium to the WALP
portfolio.

• Collectively, Management is suggesting an increase in WALP's
FMV of net assets of $69.4M.

According to Management's FMW Adjustments, they believe the equity
deficiency is only $9M.
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~onclus~on

Conclusions

The Report discusses the Compan~s Investment Model, which
contemplates that each LP investment going forward should be self
sustaining. This means that sufficient capital is raised and external deb#
is secured for each fund so that the respective investment will cash flow
itself, and eventually return a reasonable ROI to the investor. As set out
in the Report, this strategy represents a departure from the historical
financial results achieved by Management. The Base Model, which
represents a consolidation of Management's projections, contemplates
this Investment Model for all new LPs, with the exception of the ongoing
transaction in Venture scheduled to close shortly. Furthermore, the
Base Model does not contemplate the movement of any funds between
LPs, with the exception of FLWM. In the Base Model, FLWM must
deploy its surplus proceeds to various entities in the FL Group, as
required.

In the past, signrficant funds have been loaned to the FL Group (through
FL Finance} on commercial terms, which allowed the Company to
perpetually operate as a going concern, as it has generally had access
to capital to meet cash flow shortfalls, albeit using new investor's money
in some cases. To achieve its Base Model, Management will have to
change the way it deploys capital, in that Management na longer
contemplates utilizing new investor money to fund existing projects, nor
moving cash between LPs depending on financing needs.

In recent years, the Company has not been able to achieve its
Investment Model for many of its investments for a number of reasons,
including that various LPs have not achieved their forecasted operating
income levels, capital rehab costs have been higher than forecast, the
real estate market has not grown at 5%, and from 2007 through 2009 the
market declined in the context of a global recession. In this regard,
certain projects (particularly WALP) have been a significant drain on the
resources of the FL Group, which has resulted in the Company requiring
significant capital from other areas of the FL Group (through FL Finance)
to meet its cash flow requirements.

• If Management is able to achieve the results set out in its Base Model for
the period of 2011 to 2013, it projects that it will be able to meet its
projected obligations for rehab costs, opera#ing expenses and
distributions as they come due. The Base Model does not include
payment of intercompany/fund obligations which exist between the
various LPs. The intercompany obligations do not have fixed terms of
repayment, but we understand that they are payable on demand.
Management has put forth several assumptions which accompany the
Base Model, which have been discussed in detail in the Report. One
particular assumption invo{ves Senior Management and certain
significant investors in the FL Group advancing by way of unsecured
subordinated debentures the amount of $5M in 2011, with restricted
repayment terms and no cash distributions during the term, in order to
shore up a portion of the recurring WALP cash flow deficiency. The
investment of Managements personal resources on a subordinated
basis would demonstrate their support for their Base Model and
projections for the period of 2011 to 2013 and a commitment to the
Company.

• We reviewed the projections and the corresponding Base Model, and we
believed that certain elements of the Base Model had to be sensitized,
as the projections were not fully supported by the information presented,
nor historical trends.

Once the Base Model is sensitized, the FL Group has a cash flow
deficiency of approximately $15.9M over the three year period of 2011 to
2013. We have reviewed the sensitivity analysis with Management, and
they have identified certain Management Levers which they believe the
FL Group can implement to ensure that their obligations can be met and
allow their assumptions to still stand, while having little impact on the
ordinary course operations and capital raising efforts of the FL Group
going forward. The aggregate positive impact of the Management
Levers is approximately $16.7M over the three year period. As
discussed in the Report, Management has identified a number of
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Conclusions — cont'd

discussed in the Report, Management has identified a number of
additional considerations which may have a positive effect on the
Company's cash flow, but were not built into the Base Model due to the
uncertainty around the information and timing of the impact. Once the
Base Model is sensitized as presented in our Report, and all of
Management's Levers are applied, the Company forecasts that it should
be able to satisfy its obligations for the period of 2011-2013 (still with the
participation of FLWM, and aside from the intercompany loans as
aforementioned}. While the Management Levers put forth can be an
effective means for the FL Group to preserve significant cash flow,
certain Levers may not be the most appropriate to balance different
investor's interests given the circumstances and financial position of the
various LPs. In particular, it may be more appropriate to reduce
distributions in one vehicle and not another, or reduce distributions to
varying degrees, rather than an equal reduction across the board.

We have also reviewed the Asset Valuation of the FL Group, using the
highest third party valuation figures available for the WALP properties.
In this regard, we have calculated an aggregate equity surplus
(represented as asset FMV, less third party mortgages and investor
debt) of approximately $67M, while there is raised equity in the FL Group
of approximately $200M. In this regard, there is a significant equity
deficit based on the Asset Valuation. However, the invested equity of
$200M does not take into account the grind down of investor's Adjusted
Cost Base through return of capital, nor does it include imputed tax
benefits the investor receives on their investment. We have shared with
Management our Asset Valuation in the Report, and they disagreed with
the analysis. As set out in the Report, Management has provided us
with details of FMV Adjustments which they believe are appropriate,
which contemplates that equity investors are almost whole. We have not
been able to support much of Managements FMV Adjustments based
on the information presented but we have disclosed same in the Report
as a comparative.

It is critical to point ou# that the future viability of the FL Graup is
contingent on their ability to raise new capital. One of the largest
sources of revenue in the FL Group is the fees it generates in FLWM on
the raising of new capital (approximately 17.5%, plus additional fees). If
the Company was restricted from raising new capital, it would likely be
unable to continue its operations in the ordinary course, as it would have
insufficient revenue to support its infrastructure, staffing costs,
distributions, and to meet their funding requirements for existing
projects. The FLWM fees are a key revenue component of both the
Base Model and the Base Model, once sensitized.

Throughout our mandate, we have experienced challenges in receiving
timely and complete financial reporting, which has resulted in a
protracted timeline of over six months to complete our Report. These
challenges appear to be related to a lack of adequate resources to
support Joanna Hampton in dealing with the Company's mandatory
reporting requirements, financial statement preparation, external auditor
liaising and budgeting process. We are advised by Management that
the delays in providing us with information have been caused, in part,
due to FL Group's requirement to maintain confidentiality of information
(in that the FL Group was uncomfortable delegating sensitive document
preparation to staff who were unfamiliar with our mandate).

However, we would have expected that a sign'rficant amount of the
information required to complete our mandate would have been
available for a Company of this nature and magnitude, including proper
budgets, cash flaws, and consolidated financial statemen#s. Ms.
Hampton has expended considerable effort in assisting us in respect of
our mandate, but much of the information we have received appears to
have been prepared by Ms. Hampton from scratch for the purpose of our
review.
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Conclusion

Conclusions — cont'd

There is further evidence of weak financial reporting. A review of the
available Minutes of the Board Meetings over the past two years has on
a number of occasions disclosed that the financial statements were
unavailable, and the agenda item of financial statements was often
passed over, as reflected in the Minutes. There were certain document
requests by the Board in one ins#ance related to budgets and appraisals,
which were not followed up in subsequent meetings. Furthermore, we
are advised by Management that at the AGMs, typically only draft
internal financial statements are presented to investors, because audited
financial statements had not been finalized, 2 years after year end in the
case of WALP. Several enti#ies in the FL Group did not have available
external financial statements and certain key entities were unaudited.
We would have expected that there would have been externally
prepared financial statements available for every entity holding investor's
money. Further, audited financial statements should be available for
FLWM and FL Finance in particular, given the importance of these
entities in the FL Group.

Over the course of the review, Ms. Hampton was consistently working
60+ hours per week aside from the tasks related to our mandate. She
has significant responsibilities ranging from financial statement
preparation, regula#ory reporting, compliance requirements and
prospective deal review. Given the size and nature of the FL Group, the
position of Director of Finance/CFO should be supported by a controller,
to at least deal with compliance issues. Management advises that their
financial reporting challenges are related to the fact that they are a
private company which has grown quickly and Their compliance lags its
growth. We are advised by Management that they intend to hire three
more accounting staff in short order to support Ms. Hampton, which
should improve their accounting and financial reporting functions.

In respect of governance, the Minutes of the Board Meetings reflect that
the Board has increased its level of scru#iny of the Company's dealings
over the past year, and it appears they have become more active in the
Company's affairs (or at least have better documented their
involvement). Furthermore, the Chair of the Board has been separated
from the CEO by Resolution of the Soard on February 15, 2011, which is
a positive step towards better governance. W e do note however that
there is little apparent allocation of responsibilities at the executive level,
as David Phillips has ac#ive hands on management of ail facets of the FL
Group.
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Recommendations

Recommendations

if the FL Group is able to achieve its Base Madel, or implement sufficient
Levers to counteract any deficiencies as represented by the sensitivities,
there should be minimal erosion to existing investors' equity going
forward, and greater investor value may be created as the rehabilitation
projects are completed. Of course, this is subject to certain
qualifications such as real estate market corrections, cost overruns an
rehabs, or credit restrictions when it comes time to refinance the
properties, which we are not able to anticipate at this time.

• Based on our review we make the #ollowing recommendations.

- Management should take immediate steps to ensure its investment
strategy and business activities align with the projections and
assumptions it has set out in the Base Model, and consider having
strict Board oversight and/or a third parry monitoring program in place
to supervise its implementation and the results therefrom on a timely
basis; and

- Should Management not achieve its Base Model, it should ensure it
is sufficiently agile to implement appropriate the Levers as it has
identified to protect investor's interests going forward.

- Management should take steps to improve its accounting capacity
and financial systems, so that it can better accommodate its financial
reporting requirements, budgeting process, external auditor liaison,
and investor communications;

- The FL Group should ensure that there are external financiaE
statements available for every entity which hold investor's money. In
addition to the entities currently subject to audit, the FL Group should
obtain audits of the FLWM and FL Finance financial statements, to
enhance the integrity of its financial reporting. They should further
ensure that better reporting and disclosure be made to investors;

- Management should continue with the exercise of maintaining an
integrated model, so that it can better prepare and modify projections,
identify cash flow requirements and understand the interrelation and
impact between the various LPs/companies in the FL Group;

- Notwithstanding demonstrable steps that the FL Group is improving
its governance in the past 12 months, the Board should better
document its governance policies and procedures, and establish
better governance protocols. Further, Management should consider a
division of responsibilities as it relates #o the executive function, so
that there are greater checks and balances in the organization;
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B. FLEX Organizational Chart

FLEA C)r~a~izatio~.~l Chart
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B. WALP Organizational Chart
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FLW(~A

C. First Leaside Wealth Management Inc. ("FL~'►~M")

C~veavPeu~

• FLWM is the consolidated parent company and main operating entity of •
the entire FL Group. With a staff of over 50 employees, FLWM or
businesses within FLWM provide ail of the advisory services for the
Company.

• Please refer to Appendix B for a FLWM organizational chart.

• There are 399 investors in FLWM.

• Within FLWM, there are seven operating companies:

1 First Leaside Securities Inc.: The IIROC registrant that charges
agency fees, business development fees and acquisition analysis
fees.

2 F.L. Securities Inc.: The EMD that charges promotional fees,
acquisition analysis fees, property management fees and advisory
fees.

3. First Leaside Managemen#Inc.: The property manager that charges
all Canadian properties 2-4% of net revenues;

4. First Leaside Accounting and Tax Services Inc.: Provides personal
income tax preparation services for Canadian and US personal
income taxes;

5. First Leaside Wealth Management Inc.: Employs the administrative
staff, that charges for administrative fees;

6 First Leaside Insurance Inc.: Was incorporated in 2010 and is a
Registered Life Insurance Company, offering a variety of life and
critical insurance policies to investors within the FL Group; and

7. FL Finance: Which, as aforementioned, acts as the central bank
within the FL Group. Most related parry transactions are recorded
through this entity and all redemptions are financed through this
entity.

FLWM also owns the following assets:

- approximately $13.9M worth of LP units in various LPs within the FL
Group;

- Joanna Hampton Holdings Limited: The Company owns 3
accounting firms in Western Canada;

- Jim Brunder Professional Corporation: An accounting firm in Western
Canada.

- 33.3% of FL Retirement: An LP that owns 51 % of a group of 8
retirement properties through Ontario and BC;

- 34.9% of First Leaside Beverages Limited Partnership: A company
that owns a Cidery in Thombury, King Brewery in King City and a
beer and spirits consulting company called Beer Barons;

- $2M worth of art and paintings being held for #heir new office
premises;

- $1.6M in marketable securities; and

- $4.1 M note receivable from investors who borrow funds short term to
acquire units in various LPs within the FL Group. This amount
fluctuates and is highest in December.

• Equity and debt is raised in FLWM in two ways:

- Three series of preferred shares, paying dividends of 10%, 8'/o and
6%; and,

- Debt through the FLWM Fund, paying interest at 7%.

• David Phillips owns 100% of the common shares of FLWM.

~, ?r•t ' l,rr~nt !r~ upon l~m;tErl ~~•s t e,:s,~e ~,~~up o~ ~:omf..rucs niRn.~~* +9 2('~ ~ SUBJECT TO SOLICROR /CLIENT PRIVILEGE ~ `,~'
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FLWM

C. First Leaside Wealth Management Inc. ("FL~~1M")

Financial Highlights

The following table summarizes the FLWM forecast included in the Base
Model:

Forecast

2011 2012 2013

Revenues $13,505,064 $18,479,541 $22,938,968

Expenses (10,960,359) (10,942,958) (12,636,404)

Total operating cashflows 2,544,704 7,536,583 10,302,565

• We would note the following:

— The majority of the revenue growth in the forecasted period is
attributable to the fees earned on the projected equity raises and
forecasted increase in profitability in Beverages and Retirement.

— Management is expecting to spend $1.5M less in 2012 relating to the
professional fees incurred through the current OSC review and the
cancellation of an annual 2 week staff conference.

— FLWM will have approximately $12.6M m working capital m 2011 to
fund the $2.3M cash shortfall.

— It is assumed that FLWM will also fund any cash shortfalls in any of
the LPs within the FL Group.

Debt servicing (643,473) (643,473) (643,473)

Incomes taxes (285,185) (1,033,967) {1,448,864)

Operating Cashflows $ 1,616,046 $ 5,859,144 $ 8,210,228

Capital expenditures (50,000) (50,000) (3,014,216)
Debt distributions (1,283,227) (1,283,227) {1,283,227)
Pref share dividends (2,612,325) (2,612,325) (2,612,325)

Total Cashflows $ (2,329,507) $ 1,913,591 $ 1,300,459

~ ~t 7 ~~ant Thornton um .ed ~~rsi leas~de Grwp c, Companies Au, ~~z 39 20' 1 SUBJECT TO SOLICITOR !CLIENT PRMLEGE B~ `,~-'
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FLEX

C. First Leaside Expansion Limited Partnership ("FLEX")

Overview

• FLEX is an open fund that is considered the Canadian Real Estate Fund
for the FL Group.

• FLEX began raising capital in 2005 and has 262 investors.

• FLEX owns the following assets, through 5 separate subsidiaries:

- Office building deve{opment: Development lands, zoned fora 4
floor office building in downtown Uxbridge, Ontario ,including
adjacent parking lot and other lands.

- Queenston Manor: 77 Unit Retirement Home in St. Catherines,
Ontario.

- 36 Bramtree: Four Tenant, 70,000 square foot Industrial building in
Brampton, Ontario.

- Wheatley Development: Development land, zoned for residential
townhomes in Wheatley, Ontario.

- First Leaside Fund Units: $350K investment in First Leaside Fund
{9% debentures in Master Texas).

• Please refer to Appendix 8 for a FLEX organizational chart and the
following pages for detailed summaries of each of the FLEX properties.

• Investors can invest in FLEX in two different ways:

- 7.5%Equity units: This has recently been changed to 6%,
announced at the June 4w, 2011 Annual General Meeting ("AGM°};
and,

- 7.75% Debentures: First invested through Development Notes LP,
the money is then loaned to FLEX at the same rate and amount, with
a 30 month term.

Financial Highlights

• The following table highlights the key financial figures for FLEX:

Forecast
2011 2012 2013

Operating Cashflows $ 585,302 $ 1,265,807 $ 2,191,833

Capital Expenditures
Debt distributions
Equity distributions

Total Cashflows

Financing of shortfall
Cash on hand {Dec 31, 2010)
Sramtree refinancing
Construction loan/Mortgage
New equity raised
New Debt DRIP
New Debt raised
FLWM Equity investment
Agency &Bus Dev fees

Cash in/(out)flows

(9,636,147) (12,160,470) -
(963,251) (250,700) {13,183)

(1,855,673) (2,409,017) (2,537,736)

$(11,869,769) $(13,554,380) $ (359,086)

1,431,045
824,000

- 9,000,000 3,000,000
6,887,582 3,312,277
4,591,721 2,208,184 -
144,299 - -

(2,008,878) (966,081 J -
11,869,769 13,554,380 3,000,000

$ - $ - $ 2,640,914
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C. 4 Victoria St. Office Building Development

~„

~ FLEX owns 100% of 4 Victoria S#reet, a property located in downtown
Uxbridge, Ontario, which the company is deve{oping into their head
office;

~ The property occupies 1.04 acres with 58,128 sq ft. on ail levels
including the basement;

~ The building is expected to be completed in August 2012, and will be a
LEED Platinum °A° Class Building;

':1.
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~ FLWM will be the main occupant of the property. Management is
negotiating a lease with a gym that will occupy 3,700 sq. ft.;

e We have been advised by Management that all of the major contracts
have been secured and that a majority of the costs are fixed. The total
cos# of the build is anticipated to be $31.5M. The property is currently in
the excavation stage of development and the foundations are expected
to be poured in September 2011. As of this Report, the total costs
incurred so far are approximately $5.13M.

The following table provides financial highlights:

Forecast

2011 2012 2013

Revenues $ 886,060 $ 2,658,181

Expenses - $ 191,516 $ 574,548

NOI - 644,544 2,083,633

Capex 9,120,353 12,160,470 -

Debt Servicing - 412,887 884,286

Total Cashflows $ (9,120,353) $ (11,878,813) $ 1,199,347

r_'..~:.~,~.1.~ :. tr,Y~ :r.i.1-

• Land was acquired in January 2006 for $675K .Building was appraised
in November 2009 by Gene Dwelsdorf &Associated Ltd. for $14.5M
(based on building plans);

Management is currently in discussions with Toronto-Dominion Bank to
obtain a construction loan in the amount of $9.OM;

e Once the property is 97% comple#e, we have been advised by
Management that it will seek to obtain mortgage financing in the amount
of $12M at an anticipated rate of 5.5% amortized over 25 years.
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C. Queenston Manor Limited Partnership

s QM owns 100% of Queenston Manor; a 77 Unit, retirement living
apartment building located at 382 Queenston Street, in downtown St.
Catharines, Ontario;

~ The apartment is situated on 2.78 acres and includes #our different sized
suites types ranging from 690 sq. ft (1 bedroom) io 1040 sq. ft (2
bedroom);

e The properly is considered a B Class Building;

:,.. _`
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a The partnership also owns $348K worth of debenture no#es m the Master
Texas group of assets.

Total cost on the 2010 financial statements is $3.92M with a NBV of
$1.43M;

Q Mortgage amount with Merrill Mortgage is $3.72M, at 5.64% with 30 year
amortization and 5 year term, expiring June 2016;

~ The following table provides financial hi hli hts:
Actual Fwewst

2008 2009 2010 20E1 2012 2013
Revenues

Net Rent $ 749,645 $ 757,095 5 797,465 $ 817,926 $ 831,585 $ 839,921
Other Income 18,818 18,808 48,395 47,471 1Q2,614 102,614

768,463 775,903 845,860 865,397 934,199 942,535

Operating Expenses 428,603 437.532 480,221 474,924 392,004 392,004

Income taxes 15,939 16,759 13,828 11,267 11,267 11,267

Net Operating Income 323,921 321,612 351,811 379,205 530,928 539,264

Capital F~cpenditures 133,590 - - 507,144 - -

DebtServicing

Interest 220,250 217,297 213,897 207,078 203,172 199,047

Prinapal 54,961 57,914 61,314 68,132 72,039 76,170
275,211 275,211 275,211 275,211 275,211 275,211

Total Cashflows $ (84,880) $ 46,401 S 76,600 $ (403,199) $ 255,717 $ 264,053

Operating Exp /Net rer 57% 58 % 60% 58% 47 % 479.

Rental growth t .0% 5.3°~ 2.6°/ 1.7 % 1.0°~
operating exp growth 2.1 % 9.8% -1.1 % -17.5 % 0.0

~ The facility ~s currently 97% occupied and has been close to tha#for over
a year;

Management is expecting to incur $400K in 2011 for the installation of
rooftop solar panels which are expected to generate approximately $53K
in other income each year;

They are also resurfacing the parking lot for $90K, after which, capital
expenditures are expected fo be minimal,

~ 2U I s Oren! T~ or,a-or iimitxl nrs~ ~ F.r~dc Cr~,u4, ci i en~p~u~s A i^i,s, ' a x•+ ~ SUBJECT TO SULIGTOR /CLIENT PRIVILEGE 94 w
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C. First Leaside Growth Limited Partnership

Growht owns 10d% of 36 Bramtree; a fully occupied, 70,000 sq. ft
industrial building located at 36 Bramtree Court, in the industrial area of
Brampton, Ontario;

~ The following table provides financial highlights:
~ Zaos R zoos ~ toio ~ zoii ~ zoiz ~ Zoia ~

Revenues

Net Rent $ 550,937 $ 553,614 $ 564,061 $ 562,615 $ 562,615 $ 562,615

Solar Income - - - - 36,000 36,00

550,937 553,614 569,061 5fi2,615 598,615 598,615

OperatingF~cpenses 249,402 265,467 269,278 213,160 213,180 213,180

Net Operating Income 301,535 288,147 299,783 344,436 385,436 385,436

Capital Expenditures - - - 8,600 - -

Debt Servicing

Interest 202,320 196,555 190,354 207,000 207,000 207,000

Pnncipal - - - -

202,320 1%,555 190,354 207,000 247,000 207,000

3'otal Cashflows $ 99,215 $ 91,592 $ 109,429 $ 133,836 $ 178,436 5 178,436

• The building is situated on 3.55 acres and currently has four tenants, as o
follows:

m
Tenant Sq. ~t Actual rent Mkt Rent Actual Rent Mkt Rent Expiry

Kace Canada tnc. 44,565 $ 4.00 $ 4.50 $ 178,260 $ 200,543 Dec 12

Barrett Xplore fnc 16,500 $ 5.50 $ 5.25 $ 90,750 $ 86,625 Apr 14

Canlogix 4,632 $ 830 $ 8.00 $ 38,446 $ 37,056 Feb 14 a

MorFnda Canada 4,198 $ 10.00 $ 8.00 $ 41,980 $ 33,584 Jut 12

69,895 $ 349,435 $ 357,808
e

operating Exp / Net i 45% 48 % 47% 38% 38% 38%

ientalgrowth 0.5% 2.8% -1.1% 0.0% 0.0°~

Jpereting exp growth 6.4% 1.4 % -20.8% 0.0% 0.0°~

Management claims they are in positive discussions with Kace Canada
to renew their lease that expires in 2012;

Management claims it was approached by Endura Energy to lease their
roof for a solar project that could generate $36K per year, starting in
2012;

Minimal capex is required as the tenants pay far most capex and the
building is only 10 years old;

Operating expenses do not include utilities as these are expected #o be
recovered through the net rent amount.

o Acquired in December 2005 for $5.4M and appraised {Dec. 1, 2010) by
CSRE for $4.6M (a drop in cap rates for the area};

m Total cost on the 201 Q financial statements is $5.46M with a NBV of
$4.63M;

e The mortgage was refinanced in January 2011 through a syndicate of
non-accredited investors to $3.45M at 6.6% (interest only for 5 years);

~• ?C 1 t Gran; Thom*c , ~ n~r~ d "r r;~ t easi~e G~ wp o c or~.;arnes Aug~u~ t9 Wit' SUBJECT TO SOLICITOR / CUEN'f PRMIEGE
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C. First Leaside Unity Limited Partnership

m Uni#y awns 100% of a townhouse development prajec# at 123 Erie
Street, in Wheatley, a small town on the shores of Lake Erie,
approximately 60km southeast of Windsor. The property includes three
townhomes fully finished which have been sold ($160K each, between
1,000 —1,140 sq. ft each) with plans to develop and sell another 16
additional homes starting in 2012;

s The property is situated on 2.74 acres.

fl Acquired in August 2006 for $700K, the property has not been appraised
and for the Asset Valuation, we used the acquisition price of $700K;

• There are no encumbrances and Management advises that they have
received the local approvals for a subdivision development.

m The following table provides financial highlights:

2012 2013

Unit sales 3 3

Condo Sales $ 502,500 $ 502,500

Construction costs 277,500 277,500

$ 225,000 $ 225,000

Interest (13,875) (13,875)

Total Cashflows $ 211,125 $ 211,125

e Managemen# advises that the sixteen units wi11 be built over the next 6
years, starting in 2012 and plans to build 3 units per year.

The anticipated unit sale price is $167.5K, at a total cost ofi $92.5K to
build,

• Management anticipates getting construction financing a# a rate of
approximately 5%.

a„ti
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C. First Leaside Entities Limited Partnership

Entities owns 100% of two properties: ~ The rental income earned is offset by the property taxes, Therefore

— 1.57 acres at 168 Brock St., Uxbridge {property beside the new 
management assumed they are cash f{ow neutral.

Victoria Street Building). Firebridge Fireplace occupies 2,500 sq ft. at
a rate of $2K/month and FLWM occupies 1,434 sq ft $1.7K/month.
Management does not have plans for the property at this moment.
The property was purchased in 2006 for $650K and is free and clear
of any encumbrances.

~~: ~
~~ - ~^

0.59 acres of land at 144 Brock St., Uxbridge. Management plans to
develop this land into a parking lot for the new Victoria Street Building.
is currently vacant. In the 2009 Appraisal far the Victoria St.
development, land was appraised at $SOOKlacre. Using This metric, the
land is estimated to be $470K, however; we have not valued this plot for
the purpose of this Report.
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C. Wimberly Apartments Limited Partnership

,.,r,,,~~;,~

B Established in July 1992, some of the properties in the WALP
portfolio are the first acquired by the FL Group;

• WALP was created to consolidate the Texas Real Estate Holdings of
First Leaside;

s WALP now acts as an aggregator of 11 different apartment
complexes in the Dallas/Ft. Worth and Sherman, Texas areas;

• There are six properties within Master Texas, four properties within
Master Sherman and one property within Sedona;

e Please refer to Appendix B for a WALP organizational chart and the
following 13 pages for detailed summaries of each of the
properties/LPs;

• Debt is raised at the Master Texas, Master Sherman and Sedona
levels through FL Fund, FL Properties Fund and Wimberly Fund;

~ All equity is raised through WALP.

-~:-~Us~t:;<~° : ~c~-r~r~r -:

m The adjacent table summarizes the WALP forecast included in the Base
Model;

~ Once the rehab is completed in 2013, the Base Model projects that WALP
will generate sufficient cash flow to meets its obligations. Until then, FLWM
will fund significant cash shortfalls.

Forecast

2011 2032 2013

Operating cashflows $ (1,160,130) $ 3,250,984 $ 5,453,620

Capital Expenditures (4,976,196) (2,490,209) (613,000)

Debt distributions (4,432,253) (2,632,253) {2,632,253)

Equity distributions (1,812,893) (2,687,893) (2,b87,893)

$ (12,381,472) $ (4,559,372) $ (479,526)

• As at June 30, 2011 WALP has raised $46.77MM and pays a
monthly distribution of 4% as return of capital;

m WALP has 226 investors.

Financing of shortfall

Working Capital (Dec'10)

Equity raised (3 months)

Debt raised (3 months)

Special subdebt raise

Agency &Bus Dev Fees

Cash in/(out)flows

5,966,359

20,000 - -

778,872 - -

5,000,Q00 - -

(139,803) - -

11,625,428 - -

$ (756,044) $ (4,559,372) $ (479,525)
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~~ ~ I ; G~a~t I ~r.+m~u~ '~ i rvs<_d '- •s i~zs~ C r,up a Ccx~ ~arnts Au~:~, ?y %C ~ s SUBJECT TO SOLICITOR / CUENT PRMLEGE gq ~-%

~I



ViI~LP

C. F.L. Master Texas Ltd.

e F.L. Master Texas Ltd. is a Limited Partnership registered in the state
of Texas in December 2005;

Master Texas acts as an aggregator by consolidating the properties d
owns anc4 manages them through a single entity;

m Master Texas raises debt through FL Fund, and Wimberly Fund to
facilitate the ongoing cash requirements for the following properties: (1)
Ponde; (2) Shores; (3) Bluffs; (4) Preston; (5) Pointe; and (6) Crossing.

m The following shows the locations of fhe properties within the Greater
Dallas ,Texas area:

a Master Texas historically has targeted properties in the Dallas and
Arlington surrounding areas;

According to CBRE, the Dallas area has experienced growth that is
above the national average and can be attributed to the entertainment
sector as well as the growth of Fortune 500 companies who operate in
the area;

o The properties cater to middle-class families seeking affordable living
accommodations who either have lost their homes due to fhe U.S. debt
crisis of 2008 or do not qualify or have the desire to purchase a property;
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C. F.L. Master Texas Ltd. — cont'd

External debt is raised through two different funds, with the following
terms:

First Leaside Fund was opened to investment in 2005;

— The fund has raised $43.3M as at June 30, 2011;

— The debt bears an interest rate of 9.0%;

— The instrument has varying maturities between 2015 and 2019 with
an additional 10 year option at Master Texas's discretion;

0 Wimberly Fund was opened to investment in 2010;

— The fund has raised $9.3M at 8%and an additional $1.2M at 7% as
at June 30, 2011.

— The instrument has varying maturities between 2019 — 2021 with an
additional 10 year option at the partnership's discretion.

v~:~v~~. ~.i~:~

o Managemen# intends on converting approximately $20M of the $43M in
debt to equity in WALP, bearing a yield of 4.375%.

9 Management believes that the reduction in the distribution requirement
will better position the company from a cash flow perspective as it will
be able to reduce the distributions it pays to its un+t holders.

The current distributions are being paid as interest income.
Management believes that the attractiveness of earning distributions in
the form of return of capital will compensate for the reduction of yield as
fhe after-tax benefit will attract investors in the highest income tax
bracket.
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C. F L.W. Pond Master Ltd.

m F.L.W. Pond Master Ltd.owns 87.99% of Old Mill Ponde Apartments; a
244 Unit, rental apartment building located at 1224 East Lamar
Boulevard, in Arlington, Texas close to the new Dallas Cowboys
Stadium;

The apartment is situated on i 4.12 acres and includes seven different
sized suite types ranging from 580 sq. ft (1 bedroom) to 1418sq. ft (2
bedroom);

0 The property is a "B" class property.

~:r.~i,+ - 1.I . ..

• Total cost on the 2010 financial statements is $5.68M with a lVSV of
$3.91 M;

Mortgage with MerriEE Lynch is $5.67M, as of December 31, 2070 at
5.63% with a 25 year amortization and 10 year term, expiring Jan 2014;

Appraised at the following amounts:

The following table summarizes the financial highlights of the property:

Actual Forepst

2008 2009 2010 2011 2012 2013

Revenues $ i,009,2~i $ 1,121,361 $ 899,714 S 7,149,476 $ 1,95Q,031 $ 2,255,513

Expenses 952,626 1,113,400 950,012 947,181 974,400 1,018,464

NOI 56,657 7,960 (50,298) 202,295 975,631 1,237,049

Capex
Maintenance 15,000 61,000 61,000

Rehab 987,844 - -

69I,751 365,982 1,840,937 1,002,844 61,000 61,000

Debt Servicing 435,887 435,887 435,887 435,887 435,887 435,887

Total Cashflows $ {1,070,981) $ (793,909) $ (2.327.123) $ (1,236,436) $ 478,744 $ 740,162

a The facility is currently 52°/a occupied as it undergoes its rehab program.
Management expects the rehab program to be completed by September
2011 and to reach 95%occupancy by March 2012;

• Management assumes a 6%rent increase, every six months, beginning
July 2012 once it achieves full occupancy and the rehab program has
been completed;

Maintenance capex is expected to be approximately $250 /unit per
annum.

Slakes CSRE

Appraisal $ 11,550,000 $ 9,780,000

Stabilized Value $ 13,600,000 $ 12,290,000
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C. F.L.W. Shores Master Ltd.

o F.L.W. Shores Master Ltd. owns 93.99% of The Shores Apartments; a
236 Unit, rental apartment building located at 1100 East Lamar
Boulevard, in Arlington, Texas close #o the new Dallas Cowboys
Stadium;

~ The apartment as situated on 12.02 acres and includes eight different
sized suite types ranging from 530 sg. ft (1 bedroom} to 1262 sq. ft (2
bedroom);

The property is a "B" class property;

• Total cost on the 2070 financial statements is $6.38M with a NBV of
$4.38M;

A Mortgage with Merrill Lynch is $6.65M, as of December 31, 2010 at
5.63% with a 25 year amortization and 10 year term, expiring Jan 2014;

m Appraised at the following amounts:

a The following table provides financial highlights:

actual forecast

2008 2009 2010 2011 2012 2013

Revenues $ 986,053 $ 995,OY2 $ 731,581 $ 1,042,740 $ 1,975,720 $ 2,251,991

Expenses 891,729 970,828 904,729 875,049 913.500 954,Si0

NOI 94,324 24,195 (173,148} 167,691 1,062,220 1,297,181

Capex

Maintenance 44,250 59,000

Rehab 543,760 156,459 -

574,588 477,792 1,149,520 543,760 200,709 59,000

DebtServiting 511,183 511,183 511,183 511,183 511,183 511,183

Total Cashflows $ (991,447) $ (464,780) $ (I,833,851) $ (887,252) $ 350,328 $ 72fi,998

The facility is currently 50.4% occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
March 2012 and to reach 95% occupancy by April 2012;

o Management assumes a 6% rent increase, every six months, beginning
July 2012 once it achieves full occupancy and the rehab program has
been completed;

Maintenance capex is expected to be approximately $250 /unit per
annum.

Blakes CBRE

Appraisal $ 10,900,000 $ 9,320,000

Stabilized Value $ 13,OOd,000 $ 12,125,000
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C. F.L.W. Bluffs Ltd.

e F.L.W. Bluffs Ltd. owns 99.99% of 233 Units in the Bluffs of Lakewood
Apartment /Condominium. The development is comprised of a 171 Unit
rental apartment building and a 121 Unit Condominium project, of which
the Limited Company awns 171 Apartment Building Units, and 62
Condominium Units. The property is located at 7510 East Grand
Avenue, in Dallas, Texas and is less than three miles from the Dallas
Central Business District;

The apartment is situated on 4.81 acres and includes nine different sized
suite types ranging from 490 sq. ft (1 bedroom) to 843 sq. ft (2 bedroom);

0

The property is a "B" class property;

e Total cost on the 2010 financial statements is $4.97M with a NBV of
$3.66M;

Mortgage with Merrill Lynch is $4.71 M, as of December 31, 2010 at
5.63% with a 25 year amortization and 10 year term, expiring Jan 2014;

Appraised at the following amounts:

0

m

Slakes CBRE

Appraisal $ 7,750,000 $ 7,370,000

Stabilized Value $ 8,690,000 $ 7,810,000

The following table provides financial highlights:

Actual Foremost

zoos zoos Zoio zoii Zoi2 zozs
Revenues S 1,144,049 ;1,114,256 $1,089,353 S 1,337,675 $1,834,93Q ;2,116,396

Expenses 844,620 859,662 821,811 854,179 864,780 897,521

N01 299,428 254,594 267,542 483,496 970,150 1,218,875

Capex

Maintenance

Rehab
43,439 24,000 58,250

286,000 429,000 45,500

129,079 25D,860 104,330 329,439 453,000 103,750

Debt Servicing 439,344 439,344 439,344 434,131 439,344 439,344

Total Cashflows $ (268,994) $ (435,610) $ (276,132) $ (285,Q74) $ 77,806 $ 675,781

0 The facility is currently 72.2% occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
February 2013 and to reach 95%occupancy by May 2012;

m Management assumes a 6% rent increase, every six months, beginning
Juiy 2012 once it achieves full occupancy;

~ Maintenance capex is expected to be approximately $250 /unit per
annum.

v
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C. F.L.W. Preston Ltd.

m F.L.W. Preston Ltd. owns 99.99% of 112 Units within the 184-unit
Condominium complex of the Preston Racquet Club. The property Is
located at 5840 Spring Valley Road, in Da11as, Texas and is
approximately eleven miles north of the Dallas Central Business District

m The Condomirnum is situated on 8.92 acres and includes six diffierent
sized suite types ranging from 721 sq. ft (1 bedroom) to 121 S sq. ft (3
bedroom);

The property is a "B" class property.

In July 2006 First Leaside became the General Partner of the Limited
Partnership. Total cost on the 2010 financial statements is $8.54M with
a NBV of $7.11 M;

m Mortgage amount wrth Bank of America is $5.62M, as of December 31,
2010 at 6.26% with a 30 year amortization and 10 year term, expiring
August 2016;

The following table provides financial highlights:

Actual Forecast

2008 2004 2010 2011 2012 2013

Revenues S 1,004,306 $ 962,853 $ 848,601 $ 1,065,027 $ 1,275,628 $ 1,445,790

E~cpenses 586,041 548,944 449,374 509,797 572,460 598,348

N01 418,265 413,909 399,227 555,230 703,168 847,442

tapex

Maintenance 27,834 60,000 27,750

Rehab 338,146 324,OD0 -

79,053 147,89Q 289,342 365,981 384,000 27,750

Debt Servicing 432,690 432,690 432,690 432,640 432,690 432,b9d

Total Cashflows S f93~479~ $ (166,671) $ {322,854) $ X243,441) $ {113,522) $ 387,002

m The facility is currently 82.1 %occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
December 2012 and to reach 95%occupancy by September 2011.

Management assumes a 6% rent increase, every six months, beginning
Ju[y 2012 once it achieves full occupancy and the rehab program has
been completed;

Maintenance capex is expected to be approximately $250 /unit per
annum.

s Appraised at the following amounts:

Slakes CBRE

Appraisal $ 5,950,000 $ 5,800,000

Stabilized Value $ 6,500,000 $ 6,450,000
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C. F.L.W. Pointe Ltd.

• F.L.W. Pointe Ltd. owns 99.99% of The Wymberly Pointe Apartments; a
208 Unit, rental apartment building located at 702 West Warrior Trail, in
Grand Prairie, Texas approximately fourteen miles from the Dallas
Central Business District;

• The apartment is situated on 14.22 acres and includes two different
sized suite types ranging from 600 sq. ft (1 bedroom} to 851 sq. ft (2
bedroom);

The property is a "B" class property;.
-~!'

~ Acquired with Crossing (following page) in July 1992 for $6.95M. Total
cost on the 2010 financial statements is $4.07M with a NBV of $1.50M;

o Mortgage amount with Merril! Lynch is $4.83M, as of December 31, 2010
at 5.63% with a 25 year amortization and 5 year term, expiring Jan 2014;

• Appraised at the following amounts:

a The following table provides financial highlights:

Actual Forecast

zoos zoos ioio Zou m~ ioia
Revenues S 7,127,925 S 1,249,758 S 1,316,557 3 1,631,299 S 1,87b,108 $ 2,103,872

Expenses 978,968 950,864 968,713 917,230 927,006 954,810

N01 148,957 298,894 347,844 714,069 949,168 1,f49,062

[apex

Maintenance 13,000 52,000 52,000

Rehah 335,544 - -

fi12,838 535,792 303,789 348,544 52,000 52,000

Debt Servicing 37F,644 371,644 371,644 371,644 371,644 371,644

Total Cashflows $ (835,SZ5) $ (608,542 $ (327,589) $ X6,119) $ 525,464 $ 725,418

e The facility is currently 85.6% occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
September 201 i and to reach 95% occupancy by September 2011;

e Management assumes a 6% rent increase, every six months, beginning
July 2017;

• Maintenance capex is expected to be approximately $250 /unit per
annum.

6lakes CBRE

Appraisal $ 8,250,000 $ 8,410,000

Stabilized Value $ 9,360,000 $ 8,880,000

f 1
~\.J

~> >C~ i f G~ani i' om cn ~cr~ 1<,u Frs ~e.•~:~ u~;.~p c4 Gom~;a~i~ys Au3us- to m' 1 SUBJECT TO SOUdTOR !CLIENT PRIVILEGE 101

i'



[l?ase: ~2x=s

C. FL.W. Crossing Ltd.

0 F.L.W. Crossing Ltd. owns 99.99% of The Wymberly Crossing
Apartments; a 212 Unit, rental apartment building located at 3001 South
Carrier Parkway, in Grand Prairie, Texas approximately fourteen miles
from the Da11as Cen#ral Business District;

s The apartment is situated on 9.93 acres and includes nine different sized
suite types ranging from 650 sq. ft (1 bedroom) to 1,643 sq. ft (3
bedroom};

a The following table provides financiaE highlights:

Actual forecast

2008 2D09 201Q 2011 2012 2013

Revenues $ 1,115,525 S 1,199,129 $ 1,209,215 S 1,667,275 $ 2,102,638 $ 2,324,774

Expenses 1,088,893 1,158,814 1,113,642 1,033,924 1,062,360 1,094,849

N01 26,633 40,316 95,574 633,351 1,039,678 1,229,926

o The property is a "B" class property.
tapex

Maintenance 15,000 53,000 53,000

Rehab 421,085

595,914 594,954 259,129 436,085 53,000 53,000

Debt Servicing 314,308 314,308 314,308 314,308 314,305 314,308

To#alCashFlows $ (883,589) $ (868,946) $ (477,864) $ (117,043) $ 672,370 $ 862,618

The facility is currently 85.4% occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
September 2011 and io reach 95% occupancy by July 2011;

Management assumes a 6% rent increase, every six months, beginning
July 2011;

Maintenance capex is expected to be approximately $250 /unit per
annum.

-_ o

a Acquired with Pointe (previous page) in July 1992 for $6.95M. Total cost
on the 2010 financial statements is $3.50M with a NBV of $1.42M;

Mortgage amount with Merrill Lynch is $4.09M, as of December 31, 2010
at 5.63°/a with a 25 year amortizat"son and 5 year term, expiring Jan 2014;

Appraised at the following amounts:G

Slakes CBRE

Appraisal $ 8,400,000 $ 6,700,000

Stabilized Value $ 9,100,000 $ 7,780,000

a
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C. F.L.W. Sedona Creek Ltd.

~ F.L.W. Sedona Creek Ltd. owns 99.99% of The Family Tree Apartments;
a 240 Unit, rental apartment building located at 9911 Whitehurst Drive, in
Dallas, Texas approximately ten miles from the Dallas Central Business
District;

e The apartment is situated on 8.51 acres and includes nine different sized
suite types ranging from 443 sq. ft (1 bedroom) to 1,240 sq. ft (2
bedroom);

The property is a "B° class property;

..~~~
,_r I` G 3 K
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~ Acquired in December 2003 for $6.23M. Total cost on the 2010 financial
statements is $7.43M with a NBV of $6.21 M;

WALP has raised $5.3M by way of a syndicated mortgage #hrough non-
accredited investors.

~ Appraised at the following amounts:

o The #ollowing table provides financial highlights:

Actaal Forecast

2008 2009 2010 2011 2012 2013

Revenues $ 873,514 $ 832,947 $ 718,646 S 818,624 $ 1,233,039 $ 1,421,887

Expenses 924,059 834,991 929,536 892,310 876,000 884,760

NOI (SQ,545) (2,044) (2!0,890) (72,686) 357,039 537,127

Capex

Maintenance 90,498 60,000 60,000

Rehab - - -

674,125 163,388 248,183 90,498 60,000 60,000

Debt Servicing 302,257 S,S03 238 - - -

Total Casfiflows $ (1,025,9Z9) $ (167,234) $ (459,311} $ (163,184) $ 297,039 $ 477,127

g The facility is currently 52.9% occupied and the company does no# have
plans to rehab the property. Management expects to reach 80%
occupancy by September 20'f 2;

o We are advised by Management that it is currently in discussions to sell
the property, however it is not formally listed;

Maintenance capex is expected to be approximately $250 /unit per
annum.

Blokes CBRE

Appraisal $ 5,100,000 $ 4,670,000

Stabilized Value $ 5,460,000 $ 5,872,000

~v
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C. F L. Master Sherman Ltd.

F.L. Master Sherman Ltd. is a Limited Partnership registered in the state
of Texas in December 2006;

Mas#er Sherman acts as the aggregator by consolidating the properties it
owns and manages through a single entity;

The company raises debt through First teaside Properties Limited
Partnership, to facilitate the ongoing cash requirements for all of the
following properties: {1) Creeicview; (2) Country; (3} Raintres; and (4)
Arrowwood;

The following shows the locations of the properties within the Sherman,
Texas area:

e

a
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m The Fund historically has targeted properties in Sherman, Texas;

o The Sherman area is approximately 1 hour North of Dallas and is
considered a suburb of Daflas;

According to CSRE, the Sherman area has benefited from the
manufacturing sector and in particular the semi-conductor business;

The properties cater to middle-class families seeking affordable living
accommodations who either have lost their homes due to the U.S. debt
crisis of 2008 or do not qualify or have the desire to purchase a property.

r-; l~J:.a ~."7i

External debt is raised through a single fund, with the following terms:

• First Leaside Properties Fund was opened to investment in 2007;

- The fund has raised $14.37M as at June 30, 2011;

- The debt bears an interest rate of 9.0%;

- The instrument has varying maturities between 2017 - 2019 with an
additional 10 year option at Master Sherman's discretion.

i,
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C. F L. Creekview Ltd.

F.L. Creekview owns 99.99% of Creekview Apartments; a 744 Unit,
rental apartment building located at 700 South F.M. 1417, in Sherman,
Texas which is north of Dallas and near the Oklahoma state border;

0 The apartment is situated on 6.93 acres and includes eight different
sized suite types ranging from 655 sq. ft (1 bedroom) to 1,136 sq. ft (2
bedroom);

e The property is a "6" class property;.

o Acquired in December 2006 for $7.35M. Total cost on the 2010 financial
statements is $7.06M with a NBV of $6.43M;

Mortgage amount with Merrill Lynch is $5.46M, as of December 31, 2010
at 5.81 % with a 30 year amortization and 10 year term, expiring Jan
2017;

m Appraised at the following amounts:

Blokes CBRE

Appraisal $ 6,650,000 $ 5,790,000

Stabilized Value $ 6,650,000 $ 5,790,000

The fallowing table provides #inanciai highlights:

Actual Forecast
2008 2009 2010 2011 2012 2013

Revenues $ 1,093,853 $ 1,049,347 S 1,029,233 $ 1,104,948 $ 7,385,812 & 1,568,49

Expenses 593,605 588,481 642,744 662,695 618,000 636,540

NOI 500,248 460,866 386,489 52,254 767,812 431,869

Capex

Maintenance 45,750 36,000 36,000

Rehab 449,060 292,000 -
64,712 31,299 50,780 494,750 328,000 36,000

Debt Servicing 398,358 398,358 398,358 398,358 398,358 398,358

Total Wshflows $ 37,178 $ 31,209 $ (62,649) $ (390,855) $ 41,454 $ 497,511

o The facility is currently 87.5% occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
August 2012 and to reach 95%occupancy by December 2011;

e Management assumes a 6% rent increase, every six months, beginning
July 2017 once it achieves full occupancy;

Maintenance capex is expected to be approximately $250 /unit.
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C. F L. Country Village Ltd.

F.L. Country Village Ltd. owns 99.99% of Country Village Apartments; a
148 ltnit, rental apartment building located at 900 South F.M. 1417, in
Sherman, Texas which is north of Dallas and near the Oklahoma state
border;

g The apartment is situated on 8.83 acres and includes six different sized
suites types ranging from 501 sq. ft (i bedroom) to 1,014 sq. ft (3
bedroom);

~ The property is a "B" class property;

m The following table provides financial highlights:

Actual Foremost

zoos zoos zoo zoif zou zoo
Revenues S 965,899 $ 960,629 $ 950,865 $ 1,079,759 $ 1,335,159 $ 1,543,24fi

Expenses 526,865 568,173 558,786 545,900 556,200 572,886

N01

r ~ - Ca exF
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0 Acquired in December 2006 for $5.6&M. Total cost on the 2070 financial
statements is $5.45M with a NBV of $4.99M;

~ Mortgage amount with Merrill Lynch is $4.18M, as ofi December 31, 2010
at 5.81 % with a 30 year amortization and 10 year term, expiring January
2017;

a Appraised at the following amounts:

439,034 392,456 392,080 533,859 778,959 970,360

38,374 37,000 37,000

373,000 273,000 -

31,011 44,910 49,055 411,370 310,000 37,000

Debt Servicing 302,846 309,448 306,7Q1 306,701 306,701 306,701

Total Cashflows $ 105,178 $ 38,D99 5 36,324 $ {184,211} $ 162,258 $ 626,659

~ The facility is currently 89.2% occupied as it undergoes its rehab
program. Management expects the rehab program fo be completed by
August 2012 and to reach 95%occupancy by December 2071;

0 Management assumes a 6% rent increase, every six months, beginning
July 2011 once it achieves full occupancy;

Maintenance capex is expected to be approximately $250 /unit.

Brakes ~ CBRE ~

Appraisal $ 6,450,000 $ 6,170,000

Stabilized Value $ 6,450,000 $ 6,170,000
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C. F.L. Raintree Ltd.

o F.L. Raintree Ltd. owns 99.99% of Raintree Apartments; a 144 Unit,
rental apartment building located at 800 South F.M. 1417, in Sherman,
Texas which is north of Dallas and near the Oklahoma state border;

• The apartment is situated on 6.5t acres and includes seven different
sized suites types ranging from 514 sq. ft (1 bedroom) to 937 sq. ft (2
bedroom);

o The property is a "S" class property.

Acquired in June 2007 for 5.50M. Total cost on the 2010 financial
statements is $5.70M with a NBV of $5.23M;

• Mortgage amount with Merrill Lynch is $3.51 M, as of December 31, 2010
at 6.38% with a 30 year amortization and 10 year term, expiring July
2017;

o Appraised at the following amounts:

Slakes CBRE

Appraisal $ 6,000,000 $ 4,530,000

Stabilized Value $ 6,000,000 $ 4,569,000

e The following table provides financial highlights:

Actual Forecast

zoos zoos toia ~oii you ~o~
Revenues S 947,356 S 931,644 S 930,169 S 1,024,771 $ 1,250,931 ; 1,425,243

Expenses 570,001 524,891 6I4,470 594,996 665,646 623,809

N01 377,355 406,753 315,694 429,775 645,291 801,434

Capex

Maintenance 46,791 36,000 36,000

Rehab 452,500 207,500 -

73,D94 56,975 67,079 499,291 243,500 36,000

Debt Servicing 296,276 296,276 296,276 296,276 296,276 296,276

TotalCashflows S 7,985 $ 53,501 $ (47,656] $ (365,792) $ 105,515 $ 469,158

o The facility is currently 89.2% occupied as it undergoes its rehab
program. Management expects the rehab program to be completed by
August 2012 and to reach 95%occupancy by December 2011;

m Management assumes a 6% rent increase, every six months, beginning
July 201'1 once it achieves ful! occupancy,

o Maintenance capex is expected to be approximately $250 /unit.

~v
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C. F.L. Arrowwood Ltd.

0 F.L. Arrowwood Ltd. owns 99.99% of Parkview Apartments; a 200 Unit,
rental apartment building located at 1200 WestTaylor Street, in
Sherman, Texas which is north of Dallas and near the Oklahoma state
border;

The apartment is situated on 10.55 acres and includes five different
sized suites types ranging from 625 sq. ft (1 bedroom) to 1,003 sq. ft (2
bedroom);

The property is a "B° class property.

a

a Acquired in December 2004 for 3.97M. To#al cost on the 2010 financial
statements is $4.04M with a IVSV of $323M;

Mortgage amount with Bank of America is $3.08M, as of December 31,
2010 at 6.51 % with a 30 year amortization and 10 year term, expiring
August 2016;

s Appraised at the following amounts:

Blokes CBRE

Appraisal $ 6,500,000 $ 5,050,000

Stabilized Value $ 6,500,000 $ 5,070,000

The following table provides financial highlights:

Actual Forecast

2008 2009 2010 2011 2Q12 2013

Revenues S 1,156,842 S 1,134,230 S 1,105A79 S 1,209,113 $ 7,545,403 $ 1,794,760

Expenses 788,371 745,151 780,196 741,633 766,320 789,310

NOt 370,471 389,D79 324,884 467,480 779,083 1,Ui0,451

Capex

Maintenance 61,135 50,0 50,000

Rehab 392,500 295,000 37,500

84,637 71,894 162,580 453,635 345,000 87,500

OebtServicing 242,967 242,967 242,967 242,967 242,967 242,967

Total Cashfiows $ 42,866 $ 74,218 $ (20,664) $ (229,122) $ 191,11fi S 674,984

The facility is currently 84.5% occupied as ii undergoes its rehab
program. Management expects the rehab program to be completed by
August 2012 and to reach 95% occupancy by December 2011;

Management assumes a 6% rent increase, every six months, beginning
July 2011 once it achieves full occupancy;

m Maintenance capex is expected to be approximately $250 /unit.

~.J`'
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Rea(ty

C. First Leaside Realty I & II Limited Partnership

~ First Leaside Realty I & II LP were previously registered as Corporations
in the Province of Ontario. fn 2006, the company registered as Limited
Partnerships and shareholders exchanged their common shares into
units in the Limited Partnerships;

• Each LP has 24 investors;

• As at June 30, 2011 Realty I & II have raised $4.53M and have invested
$4.00M in the following holding:

— 6,244,000 units of WALP valued at $0.64 totaling $4.00M which pays
a distribution of 4°/fl.

0 2071 Grans ~om~on :~m~ic~ rus; leasf~e Gmi:p of Caepames Airc,~;~ 19 20' 1 SU&lECT TO SOUClTOP / CUENT PRMLEGE

Financial Highlights

• The following table summarizes the Realty I&1f forecast included in the
Base Model.

Forecast

2011 2012 2013

Operating cashflows $ 236,045 $ 236,045 $ 236,045

Capital Expenditures - - -
EquityDistributions (215,161} {215,161) (215,161)

Total Cashflows $ 20,884 $ 20,884 $ 20,884

• As at June 30, 2011, there is estimated to be a positive working capital
of $49.6K.

109 ~~~
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Acquisitions

C. First Leaside Acquisition Limited Partnership

• First Leaside Acquisition LP is a Limited Partnership registered in the Financial Highlights
province of Ontario in 1998. The Limited Partnership agreement was • The following table summarizes the Acquisitions forecast included in the
executed in i 999; Base Model.

• The LP has 21 investors;

• As at June 30, 2011 Acquisitions has raised $1.77M and has invested Forecast
$1.05M in the following holdings: 2Q11 2012 2013
— 224,500 units of WALP valued at $0.64 totaling $144K which pays a

distribution of 4%; Operating cashflows $ 46,378 $ 46,378 $ 46,378

— 625,800 units of FLEX valued at $1.00 totaling $626K which pays a
distribution of 6%;

— 159,360 uni#s of Spring Valley at $1.75 totaling $279K which pays a
distribution of 8%;

• The fund pays a monthly distribution in the form of return of capital at a
rate of 8.5%.

Capital expenditures - - -
Equity distributions (168,196} (168,196) (168,196)

Total Cashflows $ (121,818) $ (121,818) $ (121,818)

• As at June 30, 2011, there is estimated to be a negative working capital
of $34.1 K.
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Investors

C. First Leaside Investors Limited Partnership
~ix?ancial Hfgh[e~hjs

• First Leaside Investors Limited Partnership was registered in the . The following table summarizes the Investors forecasts included in the
province of Ontario in December 2003. Investors began raising money Base Model.
in July 2008;

• The LP has 70 investors; Fin

• As at June 30, 2011 the LP has raised $6.65M in equity and $i .90M in zoii 2012 2013
syndicated debt and third party conventional mortgages.;

• The LP currently owns the following properties: 
operating cashflows S (157,428) $ 46,Sas $ 73,560

— Harmony Town Limited Partnership (appraised at $1.85M) Capital Expenditures (zo3,095) (136,500)

— Mill Street Limited Partnership (appraised at $1.2M) 
Equity distributions (3ss,25o) (3ss,25o) (399,250)
Debt distributions (39,375) (39,375) (39,375)

• Please refer to the following pages for detailed summaries of each of Total Cashflows $ {799,i4s) $ (s2s,2sa) $ (365,065)
the properties.

Financing
• As at June 30, 2011, there is estimated to be a positive working capital of

• The LP began raising capita! in July 2008, and as at June 30, 2011 the $741.1 K.
LP raised $6.65M;

• The LP has a conventional mortgage of $1.12M as well as syndicated
mortgage from non-accredited investors in the amount of $656K;

• The LP pays a distribution in the form of return of capital at a rate of
s~io.
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C. Harmony Townhome Lunited Partnership

~ Harmony Townhome Limited Partnership owns i 00% of 65 Fort Street,
in Tilbury, Ontario; a 50 unit town home complex; which is locaied
between Chatham and Windsor, Ontario;

The property was purchased from CMHC under foreclosure;
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• Acquired in Jan 2010 for $1.85M. Total cost on the 2010 financial
statements is $2.60M with a NBV of $2.43M;

s Mortgage amount with Toronto-Dominion Bank is $1.24M, as of July 1,
2010 at 4.18% amortized over 25 years and maturing in February 2015;

The following #able provides financial highlights before debt and/or equity
distributions:

Revenues

Expenses

NOI

Capex

Debt Servicing

Total Cashflows

Actual Protections

2010 2011 2012 2013

$ 218,532 $ 268,425 $ 467,905 $ 499,794

184,833 241,218 233,460 238,129

33,699 27,207 234,445 261,664

160,804 203,095 136,500 -

62,691 80,023 82,492 82,492

(189,796) (255,911) 15,453 179,173

e The facility is currently 50% occupied as it undergoes its rehab program.
Management expects the rehab program to be completed by November
2012 and to reach full occupancy of 95% by December 2012.

• The LP is renovating the units by updating the windows, installing HVAC
systems, building a fitness centre for the community and installing new
lighting.
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C. Mill Street Limited Partnership

~ Mill Street Limited Partnership owns 100% of 62 Mili Street, in Uxbridge,
Ontario;

o The property is zoned residential and is situated on 3.74 acres which is
flat and leveled for future development considerations;

o The property has a heritage home built in the late 1800's and is currently
being rented to an employee of the FL Group.

~ Acquired in May 2010 for $1.24M. Total cost on the 2010 financial
statements is $1.31 M with a NBV of $1.29M;

• The LP i~as a syndicated mortgage from 40 non-accredited investors in
the amount of $656K, as of December 31, 2010 at 6.0%with interest
only payments, maturing in December 2015;

0 CBRE draft appraisal dated July 12, 2Q11 values the property at $1.20M;

Management advises that their long term goal (beyond the scope of this
Report) is to build a residential subdivision containing 8 to10, 60 foot lot
properties which would require the construction of an internal roadway;

o The following table provides financial highlights before debt and/or equity
distributions:

Revenue

Expenses

NOI

Actual Projections
2010 2011 2012 2Q13

$ 13,200 $ 13,200 $ 13,200 $ 13,200

43,979 9,500 10,000 10,500

(30,779) 3,700 3,200 2,700

Capex - - - -

Debt Servicing 43,313 43,313 43,313

Total Cashflows (30,779} (39,613) (40,113) (40,613)

The Company experienced one-time start up costs relating to the
acquisition of the property including legal fees, Initial maintenance and
general repair.
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Progressive

C. First Leaside Progressive Limited Partnership

• First Leaside Progressive LP is a Limited Partnership registered in the
province of Ontario in November 2005 The Limited Partnership began
raising money in January 2009;

• The LP has 102 investors;

• As at June 30, 2011 Progressive raised $14.97 M and has invested
$7.94M in the following holdings:

— 20% ownership of FL Retirement valued at $3.67M;

— 8.34% ownership is FL Beverages valued at $600K;

— 100% of Uxbridge Development Limited Partnership valued at $2.2M;

• The OM states that the partnership seeks to acquire and develop
residential real-estate or securities of owners in residential real estate in
Canada;

r-~~~,~~,~~ ~~.~.,,~;~or;.
• The following table summarizes the Progressive forecasts included in the

Base Model.

Forecast

20I1 2012 2013

Operating Cashftaws $ (281,934) $ 526,550 $ 1,113,839

Capital expenditures {2,500) - -

Equity distributions (894,624) (894,624) (894,624}

Debt distributions (40,500) (40,500) (40,500)

Total Cashflows $ (1,219,558) $ (408,474) $ 178,715

• Please refer to the following pages far detailed summaries of each of the , As at June 30, 2011, there is estimated to be a positive working capital of
properties. $741.2K.

• The fund pays a monthly distribution in the form of return of capital at a
rate of 6%.

~.
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Uxbridge Development Limited Partnership

0 The Limited Company owns 100°/a of 164 Cemetery Road, in Uxbridge,
Ontario;

o The property is zoned residential and is situated on 22.92 acres of which
18.22 acres is designated environmentally protected and consequently
undevelopable;

The property is a 1390 sq ft residential home which is close to the main
shopping centre of Uxbridge;

~~,~E ~., .:,.,.~~_~~_.,

~+ The property was acquired in September 2010 for $2.00M;

(n January 201 i the LP raised a syndicated mortgage of 43 non-
accredited investors in the amount of $675K with interest only payments
at a rate of 6%, maturing January 2016;

• CBRE draft appraisal dated July 12, 2011 values the property at $2.20M;

m Management has advised that it intends to develop the property into a
retirement home community in the #uture which goes beyond the scope
of this Report.

-1
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C. First Leaside Universal Limited Partnership

• First Leaside Universal LP was registered in the province of Ontario in
November 2005 Universal began raising money in January 2010;

• The LP has 55 investors;

• As at June 30, 2011 Universal raised $5.80M and has the following
holdings:

— 30% ownership of FL Retirement valued at $5.51 M;

~ The OM states that the partnership seeks to acquire and develop
residential real-estate or securities of owners in residential real estate in
Canada;

• The LP pays a monthly distribution in the form of return of capital at a
rate of 6%.

-,nanclal ~-lrat~li~htc

• The following table summarizes the Universal forecasts included in the
Base Model.

Forecast
2011 2012 2013

Operating cashflows $ (418,800) $ 195,887 $ 272,550

Capital expenditures - -
Equitydistributions {347,939} (347,939) (347,939}

Total Cashflows $ (766,739) $ (152,052) $ (75,390)

• As at June 30, 2011, there is estimated to be a positive working capital of
$131.7K.

r
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C. First Leaside Venture Limited Partnership

~ First Leaside Venture Limited Partnership has entered into a purchase
and sale agreement scheduled to close in the next couple of weeks;

e Venture wEll acquire properties in Ottawa, Ontario including 100% of 3
retirement home properties totaling 360 units (The Palisades, The
Palisades Condo Club and the Redwoods) and a 50%interest in Birkhall
with 83 units (the remaining 50% is owned by PrimeTime Living LP);

3
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0 The properties are valued at $65M; Venture raised $886K as of June 30,
2011. We have been advised by Management that funds will be raised
from 2 sources.

- PrimeTime Living LP is presently refinancing three of its properties
(Shores, Cherry Park &Orchard Valley) and will be lending Venture
$4.5M (through FL Finance) by way of a Promissory Note with
interest only payments flf 7%. Management expects to repay this
loan before the end of 2011;

- Venture continues to raise money (they have raised $2.81 M as of this
report}, and will be keeping the #und open through the balance of the
year when it attracts the mq~st capital; , ,~ ,,~; ~ SUBJECT TO SOLICITOR /CLIENT PRIVILEGEJ .t,it ~,~~~nl ~~~o~do~ ~un'~tl r~m; ~~iss:1~ Crrn:j v. cmpan~; au;i~~

s Venture has secured financing with CIBC in the amount of $40M with an
interest rate of 5.00% amortized of 25 years maturing in September
2016 as well as a vendor take back ("VTB") financing in the amount of
$17.5M with Kingsett Capital Partners;

n The following table summarizes the Venture forecasts included in the
Base Model. Please Hate the 2011 numbers are for four months of
ownership:

Forecast

2011 2012 T023

Operating Cashfiows $ X3,953,408) $ (1,228,162) $ {348,578)

Capital Expenditures (136,125) (428,794) {450,234)

Equ"rty distributions {240,143) (873,808} (981,719)

ToW} Cdshflows $ X4,329,676} $ (2,530,764) $ (1,780,531)

Financing of shortfall

Working Capital

New Equity Raised 14,399,607 3,067,593 2,158,219

Mortgage raised 57,500,000 -

New Debt Raised - -

Purchase price (65,050,000) - -

Agenty and bus dev fees (2,519,931) (536,829) (377,688)

4,329,676 2,530,764 1,780,537

Cash m/(out)flows $ - $ - $ -

The majority of the cash deficiency is due to the VTB arrangements
which required a balloon payment at the end of each of the next 3 years
of $4.4M, and the balance at the end of 2014.
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FLW M Holdings

C. FL`"~M Holdings Limited Partnership

• FLWM Holdings was registered in the province of Ontario in May 2011
The Limited Partnership began raising money in May 2011;

• The LP has 22 investors;

• As at June 30, 201 i the LP has raised $3.09M and has the following
holdings:

— 16.67% ownership of FL Retirement valued at $3.06M;

— 10.9% ownership in FL Beverages valued at $785K;

• The LP pays a monthly distribution in the form of return of capital at a
rate of 0%;

The following table summarizes the FLWM Holdings forecasts included in
the Base Model.

Operating cashflows

Capital expenditures

Equity distributions

Total Cashflows

~CC~LI1S1tICS YY Ot '"t( tIl~?CY1Qi'JT ~C~~.~ ~~_•. ,~., •.'-~. ,_: ,~.:

• In June 2011, FLWM Holdings acquired their LP units in both Retirement
and Beverages from a related parry transaction with FLWM.

• FLWM Holdings paid $2.59M for 16.67% of Retirement and $785iC for
10.9% of Beverages, implying valuations of $15.55M and $7.2M,
respectively.

• The implied valuation for Retirement is 30%higher than the initial
acquisition by FLWM, Progressive and Universal made and the implied
valuation for Beverages is 20% higher.

Financing

Working capital

Retirement acquisition

Beverages acquisition

New equity raised

Agency and bus dev fees

Cash in/(out)flows

Forecast

2011 2012 2013

$ t668,728~ $ 194,384 $ 938,169

(668,728) 194,384 938,169

(2,592,500)

(785,850)

2,990,000

(523,250)

(911,600) - -

$ (1,580,328) $ 194,384 $ 938,169

W
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C. F.L. Spring Valley Limited Partnership

O Spring Valley LP was registered in the province of Ontano in October
1999 Spring Valley began raising money in 2003;

0 The LP has 5i investors;

a As at June 30, 2011 the LP has raised $2.11 M and has the #ollow~ng
holdings:

— 100% of 7798 Spring Valley Road, in Dallas, Texas; a strip mal! with
7 tenants;

— 1,077,513 units in WALP; and,

— 640,000 units in Wimberly Fund.

r

a Acquired in October i 999 for $775K. Total cost on the 2010 financial
statements is $973K with a NBV of $704K.

a Mortgage amount with We(Is Fargo as at December 31, 2010 is $930K
with an interest rate of 6.63% maturing on October 1, 2016.

• The foliawing table summarizes the Spring Valley forecasts included in
the Base Model.

Forecast

2011 2012 2013

Operating cashflows $ (67,397) $ (67,397) $ (67,397)

Capital expenditures - - -

Equity distributions (172,724) (172,724) (172,724}

Total Cashflows $ (158,113) $ (158,113) $ (158,113)

• As at June 30, 2011, there is estimated to be a positive working capita!
balance of $140K.
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C. First Leaside Select Limited Partnership First Leaside Elite Limited Partnership

• First Leaside Select LP was registered in the province of Ontario in
November 2005 TMe Limited Partnership began raising money in 2007;

• The LP has 39 investors and is denominated in USD;

• As at June 30, 2011 Select has raised $3.65M and has the following
holdings:

— Related Party receivable of $168K;

• Management advises that they have reviewed 8 projects since 2007,
however; they have not acquired a property;

• Management advises that they are considering alternatives in how to
deaf with Select;

• The fund pays a monthly distribution in the form of return of capital at a
rate of 7%.

• First Leaside Elite was registered in the province of Ontario in November
2005 The Limited Partnership began raising money in 2008;

• The LP has 70 investors and is denominated in USD;

• As at June 30, 2011 Elite has raised $6.66M and has the following
holdings:

— Related Party receivable of $2.06M;

• Management advises that they have reviewed i7 projects since 2008,
however; they have not acquired a property;

• Management advises that They are considering aftematives in how to
deal with Elite;

• The fund pays a monthly distribution in the form of return of capital at a
rate of 7%.

Financial Highlights

• The following table provides financial highlights:

Forecast

2011 2012 2013

Operating cashflows $9,742 $9,742 $9,742

Capital Expenditures - - -
Equitydistributions (255,330) (145,903) (145,903)

Total Cashflows $ (245,587) $ (136,160) $ (136,160)

• As at June 30, 2011, there is estimated to be a positive working capital
balance of $28K.

Financial Highligh#s

• The following table provides financial highlights:

Forecast

2011 2012 2013

Operating cashflows $142,368 $142,368 $142,368

Capital Expenditures - - -

Equitydistributions (466,108) (266,347) (266,347)

Total Cashflows $ {323,740] $ (123,980) $ (123,980)

• As at June 30, 2011, there is estimated to be a positive working capital
balance of $46K.

~1 S Gt2nt Thotr~trn Li{m~eJ First Leaside {arou~; of C,otrpz~es Auy~us~ 7H 2Q i 1 SUBJECT TO SOLICROR /CLIENT PRMLEGE
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C. First Leaside Premier Limited PartnershipFirst Leaside Ultimate Limited Partnership

• First Leaside Premier LP is a Limited Partnership registered in the
province of Ontario in November 2005 The Limited Partnership began
raising money in 2009;

• The LP has 66 investors and is denominated in USD;

• As at June 30, 2011 Premier has raised $5.56M and has the following
holdings:

— Related Party receivable of $2.32M;

• Management advises that they have reviewed 10 projects since 2009,
however; they have not acquired a property;

Management advises that Premier is a recent LP, and they are still
pursuing investment opportunities.;

• The fund pays a monthly distribution in the form of return of capital at a
rate of 7%.

Financial tiighlights

• The following table provides financial highlights:

Forecast
2011 2012 2013

Operating cashflows $160,335 $160,335 $160,335

Capital Expenditures - - -
Equitydistributions (389,275) (389,275} (222,443)

Total Cashflows $ (228,940) $ (228,940) $ X62,108)

• First Leaside Ul~mate LP is a Limited Partnership registered in the
province of Ontario in November 2005 The Limited Partnership began
raising money in 2010;

• The LP has 35 investors and is denominated irrUSD;

• As at June 30, 2011 Ultimate has raised $3.04M and has the following
holdings:

— Related Party receivable of $1.09M;

• Management advises that they have not reviewed any projects as of the
date of this report;

Management advises that Ultimate is a recent LP and they are still
pursuing investment opportunities;

• The fund pays a monthEy distribution in the form of return of capital at a
rate of 7%.

Financial Highlights

• The following table provides financial highlights:

Forecast

2011 2012 2013

Operating cashflows $ 74,628 $ 74,628 $ 74,628

Capital Expenditures - - -
Equitydistributions (212,814) (212,814) (212,814)

Total Cashffows $ (138,186) $ (138,186) $ {138,186)

• As at June 30, 2011, there is estimated to be a positive working capital As at June 30, 2011, there is estimated to be a positive working capital
balance of $40K. balance of $904K.
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C. First Leaside Global Limited Partnership

e First Leaside Globa! Limited Partnership has entered into a purchase
and sale agreement scheduled to close in October of 2011.

0

m

• The purchase pnce of the property is $25.OM.

• Global has raised $785K as of June 30, 2011.

m The LP will be assuming the existing debt of $11.9M owing to Orange
County Housing Finance Authority (municipal bond), bearing an interest
rate of 1.43% amortized over 20 years with interest only payments until
December 2015.

• The LP will also be assuming a mortgage in favour of Fannie Mae with a
balance owing of $6.87M, bearing an interest rate of 5.95%, with
remaining amortization of 18 years, maturing m July 2025.

g The following table summarizes the Global forecasts included in the
Base Model. Please note the 2011 numbers are for three months of
ownership:

Forecast

2011 2012 2013

Operating casbflaws $ 208,712 $ 807,066 $ 860,849

Capital Expenditures (74,436) (305,186) (312,816)

Equity distributions (161,612) (646,450) (646,450}

Total Cashflows (27,336) $ (144,570) $ (98,416)

Financing of shortfall

Working Capital -

New Equity Raised 9,227,074 - -

Mortgage raised 18,065,000 - -

Purchase price (25,650,000) -

Agency and bus dev fees (1,614,738)

27,336

Cash in/(out)flows g ~o) S (iaa,s~o) S (9s,416)

m The property was recently updated, and has nominal future capital
expenditures.

e Maintenance capex is expected to be approximately $770 /unit per
annum.

Cv
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The property is a 396 unit multi-family residential complex located at
10801 Heather Ridge Circle, in Orlando, Florida.

The property is a Class "A" Property.



Visions

C. First Leaside Visions I Limited Partnership

• First Leaside Visions I LP is a Limited Partnership registered in the
province of Ontario in November 2006 and as an Ontario
Commercialization Investment Fund Corporation ("OCIF") in February
2007;

• The LP has 48 investors;

• As at June 30, 2011 the FL Vision I LP has raised $2.95M and has
invested $3.00M. The LP receives a grant of 30% (totaling $900K on an
after-tax basis) from the Ontario government shortly after the investment
is made which Visions I used to reduce the NBV of the investment;

• Visions I invests in high-risk #ethnology businesses that are engaged in
research at post-secondary institutions and research hospitals, in the
earliest stage of their development;

• First Leaside Visions I LP does not pay a monthly distribution to its unit
holders.

n ~restr;~er ~ 5

• The fund has alloca#ed the money into 4 start up companies:

- Segasist Technologies - is a software company which has
designed an innova#ive artificial intelligence platform to assist
clinicians to identify and interpret medical imaging by segmenting the
images.

- Marksman Celtject -develops automated cell injection systems
(hardware &software) catering to mid-size laboratories which
replaces the manual process, leads to greater efficiencies and more
accurate results.

- Metabacus - is a software company that provides manufacturers of
high-performance advanced semi-conductor chips with a software
solution to optimize performance, and reduce the time and cost of
designing new chips.

- GreenCore Composites -Developed technology to manufacture
Natural Fiber Reinforced Composite Pellets versus petroleum based
pellets. The pellets have environmental benefits and more than
double the strength of base polymer.

.~
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C. First Leaside Visions II Limited Partnership

• First Leaside Visions II LP is a Limited Partnership registered in the
province of Ontario in November 2006 and as an Ontario
Commercialization Investment Fund Corporation ("OCIF") in February
2007;

• The LP has 16 investors;

• As at June 30, 2011 FL Visions !I LP has raised $1.19M and has
invested 2.25M. The LP borrowed an additional $1.2M from FL Finance
to fund the shortfall. The LP received a grant of 30% (totaling $675K on
an after-tax basis) from the Ontario government shortly after the
investment is made which Visions 11 used to reduce the NBV of the
investment;

• Visions II invests in high-risk technology businesses that are engaged in
research at post-secondary institutions and research hospi#als, in the
earliest stage of their development;

• First Leaside Visions II LP does not pay a monthly distribution to its unit
holders.

~nvestmAnT~

• The fund has allocated the money mto 3 start up companies:

— Tyromer Inc. —has developed a technoEagy to convert scrapped tiers
into a new polymer called Tyromer which uses recycled rubber to
create a product which is similar in physical properties and strength
as virgin rubber.

— DossierView Inc.— is a technology company that has developed a
software that allows consumers and businesses to search through
scanned files in an efficient manner to locate documents.

— eSight Corp. — has developed a vision tool akin to sunglasses that
allow people with low vision to see clearly. The devise allows the
user to zoom in/out, improve brightness and contrast.

C~ n:11 t;w~1 '!,o-i~±er, wnrrd 'r~:s. t ~as+ae Cr,ar o~ + orrp,.ries Au?usi i9 '0 1 SUBJECT TO SOLIgTOR /CLIENT PAMLEGE
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Mortgage Fund

C. First Leaside Mortgages Trust

• Firsf Leaside Mortgages Trust is a Formal Trust registered in the
province of Ontario in June 2010.;

• The Trust has 191 investors;

• The Trust has raised $10M dollars and holds the following investments:

— $5.3M mortgage with Sedona &the Church at an interest rate of
6.6%;

— Related party receivables in the amount of $3.56M paying a rate of
7°/a;

— Working Capital of $1.1 M;

• The Trust currently pays a yield of 6% as interest income to its investors.

~,;,r~~a~~ r~~an>>~r,T

+ The following table summarizes the Mortgage forecasts included in the
Base Model.

Forecast

2011 2012 2013

Operating cashflows $ 597,073 $ 597,Q73 $ 597,073

Capital Expenditures - - -
Debt distributions (696,808} (896,808) (696,808)

Total Cashflows $ (99,735) $ (99,735) $ (99,735)

Financing

Working capital 1,100,241

New debt raised 1,556,530 - -

Agencyand bus dev fee - - -

2,656,771 - -

Cash in/~out)flows $ 2,557,036 $ (99,735) $ (99,735)

~;~
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C. First Leaside Beverages Limited Partnership

e Established in 2010, Beverages is a closed Limited Partnership which • In February 2011, FL Beverages LP raised $LOOM in a syndicated

owns 100% of the following properties: mortgage of non-accredited investors to acquire the property located at 90

1. Beer Barons -Based out of Nobleton, Ontario, Beer Barons is the 
King Street East.

management and consulting company of Beverages which develops e In June 2011, FLWM then sold a portion of its interest to FLWM Holdings,

and markets all of the beverages to market. resulting in the current FL Group ownership structure:

2. King Brewery -Located in Nobleton, Ontario, the brewery has an - i 0.9% owned by FLWM Holdings (acquired for $785K}

authentic German decoction which allows it to brew premium beer. _ 8.3% owned by FL Progressive LP (acquired at cost)

3. Thornbury Cider - The Thornbury Village Cidery, making "Peeler - 34.9% owned by FLW M (acquired at cost)
Cider" as its f{agship product. 

The above assumes a FMV of $7.20M which represents a 20%growth in0
4. The land and building the cidery operates out of, located at 90 King 3 months. An independent valuation of the company was not completed at

Street East in downtown Thornbury. the time of this transaction.

Forecast

2011 2012 2013

m Between December2010 and February 2011, FLWM, Progressive and a Revenues $ 2,254,357 $ 7,962,225 $1b,745,194

consortium of investors paid $5.995M for the three operating businesses
listed above, resulting in the following organizational chart: Expenses (3,058,505) (5,314,860) (8,590,209)

--.______._..__ i Prex-coos i ___._______.;- r
NOI (804,149) 2,647,365 8,154,985

FI,Group ~ ~ ~ceston ___; ~ ~ovgHpatt

~ ~ , Capex (2,250,000) (920,000) -
~̀ i3.1335 ~ 2S'b': t~l'il'o

y ~ ~ Debt Servicing (60,000) (60,000) (60,000)

Total Cashflows (3,114,149) 1,667,365 8,094,985

^;u,̂
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C. First Leaside Beverages Limited Partnership — cont'd

0 First Leaside Beverages Limited Partnership owns 100°/a of 94 King
Street East, in Thornbury, Ontario, a few kilometres west at Collingwood
situated on the shores of Georgian Bay;

• The property was acquired in February 2011 for $1.60MM. The property
has a syndicated mortgage of non-accredited investors in the amount
$LOOM with interest only payments at a rate of 6% maturing February
2016;

The property is a 31,000 sq ft commercial property which was partially
updated and renovated in 2007;

o The property is zoned highway commercial and is situated on 0.83
acres;

e Stewart & Milhausen appraisal elated February 3, 2011 values the
property at $1.47M.

~U
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Retirement

C. First Leaside Retirement Residences Limited Partnership

• Acgwred in 2011, First Leaside Retirement Residences is a closed
Limited Partnership which owns 51 % of PrimeTime Living LP.

• PrimeTime Living LP owns the following:

1. The Shores Retirement Residence

2. Cherry Park Retirement Residence

3. Orchard Valley Retirement Residence

4. Abby Lane Retirement Residence / Whiterock Medical

5. St Catherines Place Retirement Residence

6. 50% of The Birkhall Retirement Residence

7. The Heatherwood Retirement Residence

• The following is an organizational chart of the current ownership in
Retirement:

f i ° j i
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Acquisition:

• In January 2011, FLWM, Universal and Progressive paid $12M for a
100% interest in Retirement (which has a 51 %interest in PrimeTime
Living LP, with the other 49% being owned by anon-related company).

• In June 2011, FLWM then sold a portion of its interest to FLWM
Holdings, resulting in the currerrt FL Group ownership structure:

— 16.67% owned by FLWM Holdings (acquired for $2.59M representing
a 30%premium over the initial price);

— 20%owned by Progressive;

— 30% owned by Universal; and

— 33.3% owned by FLWM.

P~~
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Retirement

C. First Leaside Retirement Residences Limited Partnership — cont'd

• The following table summarizes the Primetime Living LP forecasts
included in the Base Model.

Forecast

2011 2012 2013
NOI

St. Catharines Piece $ 1,fi33,947 $ 1,694,937 $ 1,757,864
Heatherwood 1,952,995 2,045,682 2,046,822
Orchard Valley I,042,050 1,144,242 1,253,769
The Shores 867,173 950,809 1,040,089
Cherry Park 613,887 665,577 665,534
Whiterock Medkal 357,767 357,767 357,767
The Birkhall (39,108) {39,108} (39,108)
Abbey Lane (150,000) (150,Od0) (300,000)

6,278,714 6,669,905 6,782,738

Capex (3,622,SOQ) (487,500) (75,000)

Debt Servicing (5,762,127) (5,270,757) (5,295,029)

Net cashflows $ (3,105,917) $ 911,648 $ (,412,708

L'~
r,%;11 (,rant ~1~or,i,ryi:m•F~Q ~~~s[i~s~•)e;:sc~:t~o~;wa{,ao~rs Aegis! ;9 x@71 SUBJECT TOSOUCITOR/CLIENTPF~VILEGE 

129 ~v

,.L.~



~BtlfBt?18F1{

C. The Shores Retirement Residence

~ A 66 unit, 66,580 sq ft., retirement home locafed at 670 Wes#minister
Ave., m Kamloops, BC;

m The retirement home is situated on 1.4 acres and has land that has not
yet been developed;

Cherry Park Retirement Residence

o A 64 unit, 61,288 sq ft., retirement home located at 317 Winnipeg
Street., in Okanagan, BC;

~ The retirement home is situated on 0.68 acres;
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C. Orchard Valley Retirement Residence Abby Lane Retirement Residence /

Whiterock Medical
~ A 66 unit , 66,597 sq ft., retirement home located at 2829 — 34th Street., ° The project is made up of a medical facility occupying 40,000 sq ft., and

in Okanagan, BC; an 80 unit retirement home on 20,000 sq ft_, located in White Rock, BC

o The retirement home is situated on 0.64 acres; ~ The medical centre and retirement home is situated on 2.3 acres;

0 The property is currently being developed and is anticipated to be
completed by February 2013.
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C. St. Catharines Place Retirement Residence The Birkhall Retirement Residence

~ A 87 unit, 40,000 sq ft., retirement home located at 113 Scott Street, in e An 83 unit, 80,000 sq ft., retirement home located in Okanagan, BC.
S#. Catherines ,Ontario; m The retirement home is situated on 3 acres:

~ The retirement home is situated on 1.5 acres; a The property is currently being developed and is anticipated to be
completed by July 2012
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C. The Heatherwood Retirement Residence

o An 87 unit, 40,000 sq ft. retirement home located at 115 Scott Street, in
St. Catherines, ON;

o The retirement home is situated on 1.5 acres;
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