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Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
tnc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario Inc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Development (Canada) Inc., PrestonTwo
Development (Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., 2088545 Ontario Inc., 1331607 Ontario Inc., Queenston Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2128054 Ontario Inc., 2069212 Ontario Inc., 1132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007804
Ontario Inc., 2019418 Ontario Inc., FL Research Management Inc., 970877
Ontario Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario
Inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc.
(collectively, the "Applicant")

AFFIDAVIT OF GREGORY MACLEOD
(sworn August 20, 2012)

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

Ontario, MAKE OATH AND SAY:

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

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

("FLWM"), and the other applicants (collectively, the "Applicants") as well as the limited
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partnerships affiliated with the Applicants that are listed in Exhibit "A" hereto (the

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

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

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

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

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

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

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

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

Background

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

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

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

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

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

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

is attached hereto and marked as Exhibit "D".

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

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

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

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

proceedings.
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5. A Stay Period, as defined in paragraph 19 of the Initial Order, was granted on

February 23, 2012, and was most recently extended by an order of this Court on June

28, 2012. Attached hereto and marked as Exhibit "E" is a copy of the June 28, 2012

order (the "June 28 Order"). The Stay Period currently expires on October 26, 2012.

6. This affidavit is sworn in support of the motion for, inter alia, the approval of

certain sales of property by First Leaside and for directions concerning the U.S.

properties in which First Leaside has an interest.

Restructuring Efforts to Date

7. Since the extension of the Stay Period on June 28, 2012, First Leaside has

continued to work with the Monitor, Representative Counsel, mortgagees, Investors,

and other stakeholders to develop and implement a plan to effect the orderly wind-down

of the Company's operations and portfolio of assets over a period of time and in a

manner that will maximize recoveries to creditors and Investors.

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

includes conference calls with the Monitor and Representative Counsel. First Leaside

has also held meetings with, and provided information to, an investor steering

committee organized by Representative Counsel (the "Steering Committee"). In

accordance with a communications protocol which was approved by the court on June

28, 2012 (the "Communications Protocol"), First Leaside has been providing regular

updates to Representative Counsel (and, in most cases, to the Steering Committee, as

well) concerning the sale of First Leaside's various properties and the status of other

matters in the CCAA administration.
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9. On some matters, First Leaside has provided confidential information to a

Transaction Sub-Committee, which is a subset of the Steering Committee. For

example, I have participated in phone calls and meetings with the Transaction Sub-

Committee during which I have reported about the current status of real property sales,

including offers received and likely counter-offers to be made by First Leaside.

Remaining First Leaside Canadian Real Property Assets

10. At the time of the June 28, 2012 motion (the last time that this matter was before

the court), First Leaside had listed for sale seven Canadian properties. These

properties that were listed are as follows:

(a) 36 Bramtree Court, Brampton, Ontario ("Bramtree"), a 70,000 square foot

industrial building which is owned by First Leaside Growth Limited

Partnership ("Growth LP") which limited partnership is, in turn, owned by

First Leaside Expansion Limited Partnership ("FLEX");

(b) 164 Cemetery Road, Uxbridge, Ontario ("Cemetery Road"), a 23 acre

parcel of land (of which only 4 acres are developable) owned by Uxbridge

Development Limited Partnership which limited partnership is owned by

First Leaside Progressive Limited Partnership ("Progressive LP");

(c) 62 Mill Street, Uxbridge, Ontario ("Mill Street"), a 3.74 acre plot of land

containing a small heritage home, which is owned by Mill Street Limited

Partnership which, in turn, is owned by First Leaside Investors Limited

Partnership ("Investors LP");
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(d) 65 Fort Street, Tilbury, Ontario ("Harmony Townhomes"), a 50-unit

townhome complex which is owned by Harmony Town Homes Limited

Partnership ("Harmony LP") which, in turn, is owned by Investors LP;

(e) 4 Victoria Street, Uxbridge, Ontario ("Victoria Street"), the site of a

partially-constructed 58,182 square foot head office for First Leaside,

which is ultimately owned by FLEX and in respect of which construction

was suspended in November 2011;

(f) 168 Brock Street, Uxbridge, Ontario ("Brock Street"), two properties

owned by First Leaside Entities Limited Partnership (in turn owned by

FLEX) which are adjacent to Victoria Street and comprise a paved parking

lot and a small commercial building; and

(g) 123 Erie Street, Wheatley, Ontario ("Erie Street"), a development site

owned by First Leaside United Limited Partnership ("Unity LP"), which is

in turn owned by FLEX.

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

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

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

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

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

12. All of these properties which have been listed for sale have been marketed

through open and public sales process using the brokerage arm of Colliers.
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13. Attached hereto and marked as Exhibit "F" is a chart listing the properties for

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

price for each property.

14. So far, First Leaside has not received any offers for Brock Street, Victoria Street,

or Erie Street. This lack of offers may not be unusual given that some of the properties

are development land (or, in the case of Victoria Street, a partially constructed building).

15. In respect of Cemetery Road, First Leaside received one offer on June 8, 2012

that was substantially below appraised value and negotiations did not result in an

agreement. The property remains listed for sale.

16. In respect of Mill Street, First Leaside received an offer dated May 16, 2012 at a

purchase price which exceeded the appraised value. The offer was conditional upon

the purchaser conducting and being satisfied with due diligence. First Leaside accepted

the offer. At the end of the conditional period, the purchaser informed First Leaside that

it was not prepared to waive the due diligence condition and insisted that the price of

the property be reduced by $250,000. This price reduction would have brought the sale

price below the appraised value of the property. Accordingly, First Leaside did not

agree to the price reduction and the agreement of purchase and sale lapsed. Mill Street

remains on the market and no further offers have been received.

Sale of Bramtree

17. Bramtree has been the subject of multiple offers. At the time that First Leaside

became the subject of CCAA proceedings, it had entered into a binding agreement (the
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"First Bramtree Agreement") to sell Bramtree for an amount in excess of the appraised

value. However, the First Bramtree Agreement was conditional upon due diligence and

the purchaser demanded a $850,000 price reduction in exchange for waiving the due

diligence condition. First Leaside refused to provide such price reduction on the basis

that it was unwarranted, and thus the sale was not completed.

18. After the First Bramtree Agreement was terminated, First Leaside approached a

First Leaside investor who had expressed interest in purchasing Bramtree. However,

after a brief inspection of the property and limited preliminary due diligence, the

purchaser decided not to proceed with an offer.

19. First Leaside listed the property for sale via Colliers in May 2012. After several

weeks on the market, Colliers presented nine offers for consideration by First Leaside.

After due consideration, First Leaside entered into a binding agreement on June 20,

2012 (the "Second Bramtree Agreement") to sell Bramtree at a price above the

appraised value. The Second Bramtree Agreement was conditional upon due diligence

and the purchaser demanded a $450,000 price reduction in exchange for waiving

conditions. First Leaside again refused to agree to the reduction on the basis that it was

unwarranted and the Second Bramtree Agreement was terminated effective July 17,

2012.

20. First Leaside contacted the next best offer from among the nine offers received in

June. The offer price was the best available and above appraisal value. The offer is

conditional on financing and, after being satisfied as to the purchaser's prospects of

obtaining the requisite financing, First Leaside decided to enter into an agreement of
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purchase and sale dated July 23, 2012 (the "Outset APS") from Outset Media

Corporation ("Outset"). First Leaside has accepted the Outset APS and is prepared to

complete a sale on those terms, subject to court approval.

21. A redacted copy of the Outset APS is attached hereto as Exhibit "G". The

unredacted Outset APS—which displays the purchase price—shall be made available

to the court at the hearing of this motion.

22. First Leaside has two opinions of value for Bramtree, one from C.B. Richard Ellis

Limited dated December 1, 2010 and the other from Colliers dated May 2012. The

price provided for in the Outset APS is in excess of the amount provided for in both

opinions of value.

23. The Outset APS remains conditional until August 23, 2012 and Outset may

therefore terminate the offer up to that date. I understand that, if the transaction is

completed, Outset intends to occupy the premises itself, making this an important

strategic acquisition for Outset. Despite the fact that the Outset APS is still conditional,

First Leaside is seeking court approval at this stage in order to avoid incurring the cost

of a separate stand-alone motion later in August or in early September. Although the

previous two offerors failed to waive their due diligence conditions, their interest in the

property was development or investment related. As Outset intends to own and occupy

the property, I do not believe that Outset is faced with the same considerations as the

previous offerors when undertaking their due diligence.
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Harmony Townhomes

24. One offer was received for the Harmony Townhomes from Skyline Real Estate

Acquisitions (II) Inc. ("Skyline"), which is a major owner of multi-residential townhome

developments in southwestern Ontario.

25. Skyline and First Leaside made a series of counter-offers before ultimately

reaching agreement on price and other terms. On July 24, 2012, F.L. Securities Inc.

(which is an Applicant in these proceedings and which is the general partner of

Harmony LP) entered into an Agreement of Purchase and Sale (the "Harmony APS").

A copy of the Harmony APS, in redacted form, is attached as Exhibit "H". An

unredacted version will be available for inspection by the court at the return of this

motion.

26. I believe that the price being offered by Skyline is fair. Such price is consistent

with the upper end of the range of appraisals that First Leaside obtained in May 2012

from CBRE and Colliers. Notwithstanding that Skyline is the sole offeror, I believe that

the property was fully exposed to the market and that potential bidders received notice.

The property was listed for sale by Colliers on the Multiple-Listing Service and Colliers

prepared professional marketing materials for interested parties. There were a limited

number of property visits by interested parties. Harmony Townhomes is situated in a

very challenging market and the property is particularly well-suited for the Skyline

portfolio.

27. As is the case with the Outset APS, the Harmony APS remains conditional on

due diligence. The conditional period expires at 6 p.m. on August 28, 2012. To avoid
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the necessity of having to bring a separate motion to approve this sale shortly after

August 28, First Leaside is seeking sale approval now as well as a vesting order

effective on the closing of the transaction and the filing of a CRO's certificate with the

Court.

28. In the event that that the transactions contemplated by the Outset APS or the

Harmony APS are not completed, First Leaside will continue the marketing of the

development.

Sale of the Assets of Certain Excluded LPs and Interest in Prime Time Living
Limited Partnership

29. At the time that First Leaside sought CCAA protection and the Initial Order was

granted, a number of Canadian limited partnerships with properties in Ottawa, Ontario

and the Okanagan area of British Columbia (respectively, the "Ottawa Excluded LPs"

and the "Okanagan Excluded LPs") were excluded from the scope of proceedings.

30. The Ottawa Excluded LPs are as follows:

(a) .First Leaside Retirement Residences (Ottawa) Limited Partnership;

(b) The Redwood Retirement Residences Limited Partnership;

(c) 100 Isabella St. (Ottawa) Limited Partnership; and

(d) 480 Metcalfe St. (Ottawa) Limited Partnership ("480 Metcalfe")

31. The Okanagan Excluded LPs are as follows:

(a) First Leaside Retirement Residences (Okanagan) Limited Partnership;

(b) Cherry Park Retirement Residences Limited Partnership
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(c) Orchard Valley Retirement Residences Limited Partnership; and

(d) The Shores Retirement Residences Limited Partnership.

32. The Okanagan Excluded LPs and the Ottawa Excluded LPs (collectively, the

"Excluded LPs") are ultimately owned by First Leaside Venture Limited Partnership

("Venture LP") which is subject to these CCAA proceedings. As of the time of the Initial

Order, I understand that Venture LP had hoped to refinance the Excluded LPs. For

example, on February 15, 2012, just a week prior to the CCAA application, Venture LP

entered into anon-binding term sheet with Bridge Gap Konsult Inc. ("BGK") whereby

BGK proposed to deliver bridge financing by the end of March 2012 in an amount

sufficient to rectify certain mortgage defaults and to support working capital until BGK

could complete a significant raising of equity capital for Ventures LP later in 2012.

However, BGK was unable to secure a commitment for the bridge financing and, as a

result, Ventures LP and the mortgagees had to explore other options.

33. Since the time of the Initial Order, Ventures LP has worked cooperatively with the

mortgagees of the Excluded LPs, who hold mortgages on all of the properties held by

the Excluded LPs. In general terms,

(a) Canadian Imperial Bank of Commerce ("CIBC") holds the first and second

mortgages on the properties owned by the Ottawa Excluded LPs;

(b) KingSett Real Estate Growth Limited Partnership No. 2. ("KingSett") holds

third mortgages on, and is a guarantor in respect of the properties owned

by the Ottawa Excluded LPs; and
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(c) the Toronto-Dominion Bank ("TD") holds the first mortgages on the

properties owned by the Okanagan Excluded LPs.

34. In respect of the Ottawa Excluded LPs, the current mortgage debt owing on all of

the properties owned by the Ottawa Excluded LPs (according to pay-out statements

effective as of September 1, 2012) is as follows:

(a) $40,038,134.61 owing in respect of the first and second mortgages in

favour of CIBC; and

(b) $19,491,480.33 owing in respect of the third mortgage in favour of

KingSett.

35. As such the total amount owing in respect of the properties owned by the Ottawa

Excluded LPs is $59,529,614.94 (the "Ottawa LP Debt"). Attached hereto and marked,

respectively, as Exhibits "I" and "J" are copies of the pay-out statements received

from CIBC and KingSett.

36. In respect of the Okanagan Excluded LPs, the mortgage debt owed to TD and

registered against the properties owned by the Okanagan Excluded LPs as of August 8,

2012, was $17,436,585 in aggregate.

37. The above-noted properties owned by the Excluded LPs are retirement

residences (the "Retirement Residences"). The Retirement Residences are managed

by Primetime Living Limited Partnership ("Primetime"), in which First Leaside (through

First Leaside Retirement Residences Limited Partnership ("Retirement Residences

LP")) owns a 50.1 %interest with the remaining 49.9% being held by Brujjon Real Estate
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Holdings Inc. ("Brujjon"), which is not related to First Leaside. In addition to its

management responsibilities in relation to the Retirement Residences, Primetime owns

four properties in Ontario and B.C. (the "Primetime Properties"):

(a) the Abby Lane retirement residence and Whiterock Medical Centre in

Surrey, B.C.;

(b) a 50% ownership interest in the Birkhall property in Vernon, B.C. (the

other 50% is owned by Venture LP);

(c) the Heatherwood retirement residence in St. Catharines, Ontario; and

(d) the St. Catharines Place retirement residence in St. Catharines, Ontario.

38. With the support of TD, CIBC, and KingSett, the assets of the Excluded LPs have

been marketed in order to allow creditors (primarily those three mortgagees) to be paid.

However, since the operations of Primetime are so closely connected with the

Retirement Residences (given Primetime's role as manager), First Leaside concurrently

marketed for sale its ownership interest in Primetime.

Marketing Process for Ottawa Excluded LPs

39. Since approximately March 2012, First Leaside has cooperated with KingSett

and CIBC, who have overseen a sales process for the Ottawa Excluded LPs. With the

consent of KingSett and CIBC, TD Securities Inc. ("TDSI") was retained as broker to run

a sales process and solicit offers for the assets of the Ottawa Excluded LP's.

40. As a result of the sales process, an offer was received from Amica Acquisitions

Inc. ("Arnica") for the assets held by the Ottawa Excluded LPs. The offer was in an

amount to pay CIBC in full, but was not sufficient to pay Kingsett in full. However,
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Kingsett advised that it was prepared to permit the sale notwithstanding that it would not

be paid in full.

41. As such, on August 3, 2012, Amica, KingSett, and First Leaside Realty II Inc.

("Realty II") in its capacity as general partner for the Excluded Ottawa LPs entered into

an Asset Purchase Agreement (the "Arnica APA") whereby the Excluded Ottawa LPs

agreed to sell all of their assets and undertaking to Arnica for the aggregate purchase

price that is less than the Ottawa LP Debt. CIBC and KingSett have consented to the

terms of the Arnica APA.

42. The Arnica APA was prepared by counsel for KingSett. KingSett has agreed to

reimburse the relevant First Leaside general partner, Realty II, for its costs of review of

the sale agreement.

43. Prior to the time that TDSI was retained as broker for the properties owned by

the Excluded Ottawa LPs, two separate brokers (TDSI and Primecorp) provided

opinions of value. The aggregate purchase price pursuant to the Arnica APA is in

excess of the amounts set out in both opinions of value.

44. Although Realty II is an applicant in these proceedings and my company, G.S.

MacLeod &Associates Inc., was appointed as CRO over all Applicants and Included

LPs (as defined in the Initial Order), including Realty II, paragraph 4 of the Initial Order

provides that the provisions of the Initial Order do not extend to any general partner of

the Excluded LPs, to the extent that such general partner exercises powers for or on

behalf of the Excluded LPs, holds property on behalf of the Excluded LPs, or owes

liabilities in respect of the Excluded LPS. As such, it is not clear whether the CRO has
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the authority to execute the Amica APA on behalf of Realty II, without specific court

authorization.

45. Prior to the time that the Amica APA was concluded, I considered ways of having

Realty II execute that agreement on behalf of the Ottawa Excluded LPs, including

through normal corporate processes, such as the existing directors, or through the

calling of a shareholders meeting. For various reasons, these options were not

practicable, particularly in light of the desire of KingSett and Amica to conclude an

agreement as soon as possible.

46. Although the Ottawa Excluded LPs are not subject to the CCAA proceedings,

First Leaside has endeavoured to cooperate with the senior secured lenders in their

sales process and realization efforts, in the general interest of trying to maximize

recovery to stakeholders. To this end, and at the request of KingSett, First Leaside has

agreed to sign the Amica APA and seek the relief sought herein authorizing execution

by the CRO, nunc pro tunc, of the agreement on behalf of Realty II.

47. The parties to the Amica APA have delivered signed versions of the agreement

in escrow on the understanding that I, as CRO, will seek court authorization to execute

the Amica APA on behalf of Realty II.

48. The relief sought in this regards is at the request of, and supported by, KingSett

and CIBC which, as a result of the shortfall on the total amounts owing against the

property, are the only parties having any economic interest in the Ottawa Excluded LPs.
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Need to Discharge Fourth Mortgage

49. As part of this motion, the Applicants seek an order permitting First Leaside

Finance Inc. ("FL Finance") to discharge a fourth mortgage in the amount of $7,500,000

(the "FL Finance Mortgage") which it holds over the property owned by 480 Metcalfe.

50. The FL Finance Mortgage was registered on August 29, 2011 as part of the

transaction through which First Leaside acquired the properties now owned by the

Ottawa Excluded LPs.

51. The FL Finance Mortgage is deeply subordinated in that it ranks behind the

following mortgages on title in favour of CIBC and KingSett.

(a) a $40 million mortgage in favour of Canadian Imperial Bank of Commerce;

(b) a $32.5 million mortgage in favour of KingSett Real Estate Growth GP No.

2 Inc.; and

(c) a $21.875 million mortgage in favour of KingSett Mortgage Corporation.

52. Given that the Ottawa Excluded LPs, including 480 Metcalfe, have cross-

guaranteed the overall indebtedness to CIBC and KingSett, and since the aggregate

purchase price for the properties owned by those limited partnerships is not sufficient to

repay all prior-ranking debt, it is apparent that there is no hope that any funds will flow to

FL Finance, no matter how the funds may be marshalled or allocated among the

properties. Attached hereto and marked as Exhibit "K" is a copy of the parcel register

for a sample unit at the property owned by 480 Metcalfe showing the FL Finance
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Mortgage. (Since that property is set up as a condominium, the mortgage is registered

against each individual unit.)

53. In connection with the closing of the Amica APA, the CRO has been asked to

agree to discharge the FL Finance Mortgage. Although the FL Finance Mortgage is

clearly "out of the money", the prior ranking mortgagees do not have an automatic right

to have such mortgage discharged on closing because the sale of the 480 Metcalfe

property—as well as the other properties included in the Amica APA—is being

undertaken by the property owners, the Ottawa Excluded LPs (by their general partner,

Realty II), not by the mortgagees under power of sale. I have concluded that it is

appropriate and in the interest of the First Leaside estate to agree to discharge the FL

Finance Mortgage in order to facilitate the completion of the Amica APA, in

circumstances where the FL Finance Mortgage has no value to stakeholders. However,

since the mortgage is an asset of FL Finance (which is an Applicant), First Leaside

seeks court approval for the discharge of such mortgage.

Sale of BC Properties and Interest in Primetime Living

54. Retirement Residences LP, Realty II, FLWM, First Leaside Universal Limited

Partnership, Progressive LP, F.L. Primetime Living Limited Partnership and FLWM

Holdings Limited Partnership engaged Grant Thornton Corporate Finance Inc.

("GTCFI") to act as a financial advisor in connection with the proposed divestiture of two

parcels of assets:

(a) The Retirement Residences owned by the Okanagan Excluded LPS

(being "Parcel A"); and
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(b) Retirement Residences LP's 50.1 % interest in PTL (being "Parcel B").

55. Pursuant to the June 28 Order, the court approved the retention of GTCFI as

financial advisor.

56. GTCFI prepared confidential information memoranda (the "CIMs") for each of

Parcel A and Parcel B and circulated them to potential purchasers that executed

confidentiality agreements.

57. Parcel A and Parcel B were marketed separately because they represent

different sets of assets in respect of which there are different stakeholder interests. In

addition, Parcel A is owned by an Excluded LP, whereas Parcel B is under the auspices

of the CCAA court. As such, different governance considerations apply to their sale. As

have noted above, TD is the major secured creditor of the Okanagan Excluded LPs

and thus the sale of Parcel A is intended to benefit TD at first instance.

58. Attached hereto and marked as Exhibit "L" is a copy of an organization chart

outlining the organizational structure of the Okanagan Excluded LPs and the scope of

assets being sold in Parcel A.

59. In contrast to the assets in Parcel A, those in Parcel B are not subject to the

same third party encumbrances. However, as I have noted above, Retirement

Residences LP is only a 50.1 % owner of Primetime, with the remaining 49.9% being

owned by Brujjon.

60. Attached hereto and marked as Exhibit "M" is a copy of a diagram outlining the

ownership structure of Primetime.
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61. The sales process run by GTCFI has so far been successful. By July 19, 2012,

GTCFI had received a total of four letters of interest ("LOIs") for the purchase of both

Parcel A and Parcel B. First Leaside then began negotiations with the bidder which

provided the most promising LOI (the "Preferred Bidder"). As a result of such

negotiations, First Leaside was able to obtain an increase in the proposed purchase

price. On August 1, 2012, First Leaside entered into a revised, confidential LOI with the

Preferred Bidder. This LOI, which is non-binding, is subject to a number of conditions,

including due diligence and court approval. Counsel for the parties are currently in the

process of conducting due diligence and negotiating the terms of a definitive asset

purchase agreement.

62. First Leaside is also working with Brujjon to provide it with information about the

sale of Parcel B.

63. It does not appear that First Leaside will be able to complete a definitive

agreement for the sale of Parcel A or Parcel B prior to the hearing of this motion. As

such, the agreement will be the subject of a future motion to the court.

64. If a deal with the Preferred Bidder is ultimately concluded on the terms which are

currently contained in the LOI, there will be material proceeds realized for First Leaside

investors, after re-paying indebtedness to TD.

Sale of Assets of First Leaside Accounting and Tax Services Inc.

65. On this motion, First Leaside also seeks court approval of the terms of a

proposed settlement of the interest of First Leaside Accounting and Tax Services Inc.
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("FLAT") in certain accounting practices in western Canada, pursuant to two term

sheets dated August 10, 2012.

66. FLAT is an Applicant in these proceedings, which was incorporated to make

investments in accounting firms in western Canada in order to access apre-existing list

of clients which might be interested in becoming First Leaside investors. Since First

Leaside wanted to expand its investor base in western Canada, that is the area where it

sought out potential accounting firms to acquire.

67. Ultimately, FLAT advanced funds to two holding companies that would be solely

owned by two First Leaside employees. The funds advanced were to be used by the

employees' personal holding companies to acquire the shares of four professional

corporations engaged in the practice of public accounting in Alberta and B.C. The

holding companies and their investees are described further below.

Investment in Joanna L. Hampton Holdings Inc. ("Hampton Inc.")

68. Between June 2008 and December 2010, FLAT provided funding to Hampton

Inc. for the acquisition of three certified general accounting firms, for an aggregate total

of approximately $1.8 million:

(a) McMillan Thorn & Co. Ltd. ("MTC"), a B.C. accounting firm;

(b) D. McCormack &Company Inc. ("DMC"), a B.C. accounting firm; and

(c) Allan Welsh &Company ("AWC"), an Alberta accounting firm.

69. Under applicable rules of the Certified General Accountants Associations of

Alberta and B.C., these accounting firms can only be owned by corporations that are
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controlled by a duly licenced Certified General Accountant ("CGA"). As such, since

FLAT was not controlled by a CGA, it could not own the shares of MTC, DMC, and

AWC (collectively, the "JH Firms"). To comply with the applicable rules, First Leaside

arranged for Hampton Inc., a corporation owned by FLWM's then-director of finance,

Joanna Hampton, CGA ("Hampton"), to purchase the shares of the JH Firms. This

purchase was funded by advances totalling $1,799,699 from FLAT to Hampton Inc.

70. Although, on its books, FLAT recorded the advances as an investment in

Hampton Inc., FLAT did not otherwise require Hampton Inc. to enter into any written

agreement to reflect that FLAT was intended to be the beneficial owner of the JH Firms.

Hampton Inc. did, however, execute a "Pledge" dated July 6, 2010 which pledged her

interest in Hampton Inc. in favour of FLAT as security for the amounts advanced by

FLAT.

Investment in Matthew E. Bakker Professional Corporation ("MEB")

71. Between June 2010 and January 2011 FLAT advanced funds totalling $650,000

to MEB for the acquisition of the business of Ronald M. Coppock Professional

Corporation ("Coppock"), a Calgary accounting firm.

72. As with MTC, DMC, and AWU, under applicable rules of the Institute of

Chartered Accountants of Alberta, Coppock can only be owned by a corporation that is

controlled by a duly licenced Chartered Accountant ("CA"). Since FLAT was not

controlled by a CA, it could not own the shares of Coppock. To comply with this

professional regulation, First Leaside arranged for MEB, a corporation owned by FLWM

employee, Matthew Bakker, CA ("Bakker"), to purchase the shares of Coppock. This
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purchase was funded by advances totalling $650,000 from FLAT to MEB and its

successor corporation identified below.

73. Although FLAT recorded the advances as an investment in MEB, FLAT did not

appear to initially require MEB to enter into any other written agreement to reflect that

FLAT was intended to be the beneficial owner of the JH Firms. There is a "Pledge"

dated July 6, 2010 and executed by MEB in favour of FLAT, which appears to pledge

the shares of MEB in favour of FLAT as security for the amount which FLAT advanced

[~•7►~il~:~

74. Despite the legal structure of the transaction, the intention was that FLAT would

benefit from MEB's acquisition of Coppock.

Derivative Agreement with Jim Brander

75. In January 2011, Bakker transferred his shares of MEB to Jim Brander

Professional Corporation ("JBPC"), a corporation controlled by Jim Brander, CA

("Brander")

76. In January 2011, following the acquisition of MEB by JBPC, FLAT and several

Brander-controlled corporations entered into a Derivative Agreement dated January 25,

2011 (the "Derivative Agreement"). Under the Derivative Agreement, JBPC and a

related corporation (Smart Books Accounting Services Inc. ("SBAS")) agreed to pay

FLAT a set percentage of their annual after-tax profits less agreed-upon cash reserves.

FLAT also obtained the right to transfer ownership of the outstanding shares of SBAS,
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JBPC, and MEB to a transferee of its choosing upon the termination of the Derivative

Agreement.
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77. In order to partially finance the advances to Hampton Inc. and MEB for purposes

of acquiring the accounting practices, on June 15, 2010, FLAT borrowed $1,173,500

from TD (the "TD Loan"). The TD Loan was an unsecured reducing term loan. FLAT

was the borrower but MEB, Hampton Inc., MTC, DMC and AWC provided joint and

several guarantees, supported by general security over the assets of the accounting

practices.

Problems with the Accounting Firms

78. In the months preceding the First Leaside filing under the CCAA, the JH Firms

experienced operating problems, including the departure of managing partners and

senior staff, thereby leaving the practices without direction or proper client support. In

December 2011 First Leaside decided that, commencing in January 2012, Hampton

would be required to frequently fly out to Alberta to manage the JH Firms while, at the

same time, attempting to fulfil her full-time role as Director of Finance at First Leaside.

Hampton concluded that she did not wish to continue such a dual role and shortly after

First Leaside first sought protection under the CCAA, Hampton resigned from First

Leaside and moved permanently to Edmonton to manage the JH Firms.

79. At the time that First Leaside commenced these CCAA proceedings, the

outstanding balance on the TD Loan was $808,170. Since that time, both the JH Firms
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and the Brander Firms have continued to service the loan. In light of the use of the

proceeds of the TD Loan, the loan balance is notionally allocated 72.31 % to the JH

Firms and 27.69% to the Brander Firms.

Recovery of FLAT's Advances

80. The accounting firms were marginally profitable in 2011 and there was some

erosion of revenues. The loss of partner continuity added risk to the sustainability of

future revenue streams. There were other issues impacting their profitability. Applying

industry standard valuation methodologies for professional practices of this size, nature

and risk profile, First Leaside determined, in consultation with the Monitor, that the

aggregate fair market value of the firms is substantially less than the amounts advanced

by FLAT (totalling in aggregate approximately $2.3 million, including the amounts

advanced by FLAT by TD) to acquire them.

81. Sale to a third party or wind up of the practices would be impractical for several

reasons. First, the value of the firms would be destroyed in a wind up situation.

Second, given the ownership structure, a sale to a third party would require the

cooperation of Hampton and Brander, and they both indicated that they wanted to retain

ownership. Third, the assets of each firm are fully pledged as security for the TD Loan,

making it difficult to sell the firms separately.

82. In order to test the level of market interest, First Leaside entered into a non-

disclosure agreement with Hampton and aVancouver-based regional accounting firm

with practices in B.C. and Alberta. The firm is one of the largest in the region and ranks

in the top 20 in Canada. After preliminary meetings, the firm informed me that they
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might have some interest in the JH Firms in Alberta but they had little interest in the

B.C. practices. However, it seemed unlikely that they could come to terms with

Hampton in the near term. That accounting firm ultimately did not pursue any potential

acquisition.

83. FLAT has no reasonable prospect of obtaining repayment in full of its advances

to Hampton Inc. and JBPC through a sale of the businesses, and as noted above, the

value of the JH Firms and the Brander Firms is less than the amount of FLAT's

investment. However, Hampton expressed that she was prepared to "buy out" FLAT's

interests in Hampton Inc. for an amount equivalent to the current fair market value of the

JH Firms. Likewise, Brander indicated that he wished to obtain a release from FLAT of

its interests in the Derivative Agreement. TD indicated that it would be prepared to

release FLAT from its obligations under the TD Loan provided Hampton and Brander

were able to make satisfactory arrangement to assume the debt.

84. As a result of negotiations in respect of the foregoing, on August 10, 2010, FLAT,

Hampton, TD and Brander entered into a term sheet (the "Hampton Term Sheet") by

which Hampton Inc. will acquire FLAT's interest in the JH Firms for $734,000 on the

following general terms:

(a) the purchase price will be $734,000, which represents an aggregate fair

market value of the JH Firms, and will be paid by

(i) a cash payment to FLAT of $150,000; and

(ii) an assumption of approximately $584,000 of the amount owing by

FLAT under the TD Loan;
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(b) TD has agreed that FLAT will be released from liability under the TD Loan;

(c) FLAT will surrender any interest that it has in the JH Firms;

(d) FLAT will also revoke its designation as beneficiary under a policy of term

insurance on the life of Hampton, such policy being owned and paid for by

Hampton;

(e) the transaction is subject to court approval.

85. Attached hereto and marked as Exhibit "N" is a copy of the Hampton Term

Sheet. As the terms of the agreement are straightforward, it is not intended that any

additional purchase agreement be executed. Appropriate releases and closing

documentation will be prepared.

86. The sale of FLAT's interest in the Brander Firms was somewhat more

problematic because the value of the Brander Firms is largely tied up with Brander

himself. Although, as noted above, under the terms of the Derivative Agreement FLAT

was entitled to receive a percentage of net annual profits of the Brander Firms, the

Brander Firms appear to have suffered a loss in the first fiscal year following execution

of the Derivative Agreement.

87. Further, the Derivative Agreement can be terminated by either party on 90 days'

notice. Although such termination would allow FLAT to designate the next owner of the

shares of JBPC, SBAS, and MEB, Brander would not be prevented from leaving those

corporations and carrying on business elsewhere. As such, I determined that the best

way to obtain value for FLAT from the Brander firms was to reach an agreement to sell

them to Brander as a going concern.
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88. As a result, after discussions and negotiations with Brander and TD, FLAT has

also entered into a Term Sheet dated August 10, 2012 with Brander, JBPC, MEB,

SBAS, TD, and Hampton Inc. (the "Brander Term Sheet"). Attached hereto and

marked as Exhibit "O" is a copy of the Brander Term Sheet, along with the Derivative

Agreement.

89. Under the terms of the Brander Term Sheet,

(a) the purchase price will be $374,000, which represents fair market value of

the Brander Firms, and will be paid by

(i) a cash payment to FLAT of $150,000; and

(ii) an assumption of approximately $224,000 of the amount owing by

FLAT under the TD Loan;

(b) TD has agreed that FLAT will be released from liability under the TD Loan;

(c) FLAT will surrender any interest that it has in the Brander Firms; and

(d) the transaction is subject to court approval.

90. I believe that the terms of the Hampton Term Sheet and the Brander Term Sheet

are fair and represent the best recovery that can be obtained for FLAT in the

circumstances. Further, the largest stakeholder is TD, which is owed approximately

$808,000. By having Brander and Hampton assume their respective proportions of the

TD Loan, they can continue to service that loan out of revenues generated. At the

same time, FLAT will be released of liability as borrower.

91. I have also received the Monitor's input regarding the purchase price for these

assets of FLAT. The Monitor reviewed the financial statements of the JH Firms and the
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Brander Firms. The Monitor assessed the reasonableness of the financial terms as set

out in the Hampton Term Sheet and Brander Term Sheet using general industry

guidelines. Although it did not provide a valuation or opinion of value of the enterprises,

the Monitor concluded that based on general guidelines to assess valuation of

accounting firms the prices provided in the Hampton Term Sheet and Brander Term

Sheet are reasonable in the circumstances.

U.S. Properties

92. At this motion, First Leaside also seeks authorization from the court to take no

further steps to realize upon its interest in certain limited partnerships located in the

United States.

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

("WALP") is an Included LP in these proceedings. WALP holds indirect equity interests

in 11 properties in the United States which are held by 11 Texas-based limited

partnerships ("Texas LPs")

94. The structure of the Texas LPs can best be summarized through a simplified

organizational chart, a copy of which is attached hereto and marked as Exhibit "P".

95. The Texas LPs are not Included LPs and thus they are not parties to, or

beneficiaries of, these CCAA proceedings. The Texas LPs have remained under the

day-to-day management of Leaders Corporation ("Leaders"), the Dallas, Texas-based

property manager, which has continued to collect rents, manage rental operations, and
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maintain the bank account for each property from which they have continued to pay

mortgages (in most cases), municipal taxes and operating expenses.

96. Prior to the time that the Applicants brought this CCAA application, and

particularly during the time prior to November 2011 when Phillips was the directing mind

of First Leaside, the affairs of the Texas LPs were run from First Leaside's offices in

Uxbridge, Ontario. The First Leaside head office received and consolidated financial

information from Leaders, prepared and submitted U.S. corporate tax and regulatory

filings, and maintained the corporate affairs of the U.S. corporations and LPs.

97. After the Initial Order was granted, First Leaside began to investigate whether it

would be necessary to commence formal restructuring proceedings involving the Texas

LPs. As part of that process, First Leaside retained Haynes and Boone LLP ("H&B"), a

respected general practice law firm with offices in Dallas to conduct due diligence on the

Texas LPs and provide legal advice in respect of restructuring options.

98. In general terms, the Texas LPs are beneficially owned by upstream limited

partnerships (the "Aggregator LPs"), even though the Texas LPs and general partners

(the "Texas GPs") at the property level itself are special-purpose Texas entities.

99. The two major Aggregator LPs and one minor Aggregator LP are

(a) FL Master Texas, Ltd., which owns the units of the Texas LPs that own

the following properties:

(i) Old Mill Pond Apartments;

(ii) The Shores Apartments;
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(iii) The Bluffs Apartments/Condominiums;

(iv) Preston Racquet Club;

(v) Wimberly Pointe Apartments; and

(vi) Wimberly Crossing Apartments;

(b) FL Master Sherman Ltd. which owns the units of the Texas LPs that own

the following Texas properties:

(i) Creekview Apartments;

(ii) Country Village Apartments;

(iii) Raintree Apartments; and

(iv) Parkview Apartments; and

(c) F.L. U.S. Holdings, Ltd. which owns the Family Tree Apartments (also

known as Sedona Creek) ("Sedona").

100. As part of its due diligence, H&B reviewed the limited partnership agreements

("CPAs") and other constating documents of the Texas LPs. As a result of this analysis,

it was confirmed to me that control of the Texas LPs did not reside with "upstream" First

Leaside entities such as the Aggregator LP's or WALP. Instead, H&B confirmed that

the GPs of the Texas LPs are owned and controlled by Phillips. Although those GPs

have minimal economic interest in the Texas LPs (since the GPs typically own only

0.01 %the LP units), the GPs (and thus Phillips) are still in control of the Texas LPs. It

also appears that, in most cases, the CPAs governing the Texas LPs prevent the GPs

from being replaced or else require lengthy notice of termination. As such, although
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WALP indirectly owns all (or least 99.99%) of the equity interests in the Texas LPs, it is

powerless to control such LPs.

101. First Leaside's lack of de jure management control over the Texas LPs is one

factor in my decision to take no steps regarding the Texas LPs. In order to sell or

restructure those properties, First Leaside would need to control them. First Leaside did

explore a number of legal options under Texas law to attempt to gain control of the

Texas LPs. However, the ultimate conclusion was that legal proceedings in the Texas

courts to seek control (such as by way of receivership) would be expensive and time

consuming and there is no certainty that it would lead to a favourable outcome.

102. If First Leaside was not able to gain control of the Texas LPs, it would not have

the authority to commence insolvency proceedings against such entities or otherwise

effect an in-court restructuring.

103. At the same time that First Leaside was attempting to determine whether it could

obtain control of the Texas LPs, it also performed acost-benefit assessment of whether

there was an economic benefit in attempting to obtain recoveries from those properties.

As I will describe in the next section below, even if cooperation in respect of the Texas

LPs were to be forthcoming, or a litigation strategy to obtain control could be reasonably

devised, there is little potential of recovery for WALP from the U.S. properties to justify

incurring the further expenses that would be necessary to gain control and realize upon

the assets. In addition, it will shortly be necessary for the Texas properties to receive

additional funding in order to support their debt obligations and carry on operating.

Given the current value of the properties and the long term window for any prospect of
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an increase in value, I have determined that it is not practical or appropriate to invest

remaining estate assets in the Texas LPs.

No Material Equity in the Texas LPs

104. Although First Leaside clients provided a substantial amount of money to WALP

by way of investor loans and equity, there is no material equity value remaining in

1►J/_\~~

105. In addition to the investor contributions, substantial funds for the Texas LPs were

sourced from third party mortgage lenders. Those mortgages, of course, have priority

over the equity investors.

106. Over the last several years, WALP has suffered substantial net losses resulting

from, among other things,

(a) excessive leverage, resulting from substantial conventional mortgage

financing and unsecured debt raised through several investor funds;

(b) substantial maintenance and rehabilitation costs on the Texas properties;

(c) payment of management and other fees;

(d) high vacancy rates in several properties and an inability to achieve full

occupancy overall; and

(e) depressed rental rates and property values as a consequence of the

economic downturn in 2008/2009.

107. These net annual losses, which are reflected on WALP's consolidated income

statements, totalled $13.9 million in the year ended December 31, 2011, $17.6 million in
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the year ended December 31, 2010, and $18.5 million for the year ended December 31,

2009. These losses, which have been funded primarily by raising new capital from First

Leaside investors directly into WALP or borrowing from other entities in the First

Leaside Group, have accelerated the erosion of the equity interests of WALP unit

holders. As of December 31, 2011, WALP's accumulated deficit reached $93.5 million.

108. Prior to preparation of the report to investors dated May 1, 2012, and a town hall

meeting which the Monitor, Representative Counsel, and I had with investors on May

10, 2012, the Monitor worked with me to prepare an analysis of the financial position of

WALP. First Leaside had obtained updated valuation information on ail of the WALP

properties by either commissioning appraisals or by relying on arm's-length offers that

had been made for the properties. As part of this analysis, the Monitor also obtained

outstanding mortgage loan balances and calculated the amount of penalties that would

be incurred on syndicated mortgages if they were prepaid prior to maturity. The Monitor

also estimated realization costs such as closing costs and broker commissions.

109. As a result of this analysis, it became clear that, in aggregate, even without

taking into account realization costs, the total net equity value of the Texas properties is

less than $100,000 based on an aggregate valuation of $59.6 million and outstanding

mortgages of $59.509 million. When estimated realization costs of $2.98 million are

taken into account, the Texas LPs, in aggregate, have negative equity of $2.889 million.

More background in respect of this analysis will be contained in the Monitor's report.

110. On aproperty-by-property basis, the picture is not much better. Of the eleven

properties, seven clearly have negative equity. The other four appear to have potential
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positive equity of approximately $4.39 million. However, this does not take into account

the professional costs which First Leaside would have to incur in order to try to take

control of those properties (if there even is a way to do so) and effect a restructuring—

whether in or out of the U.S. courts.

111. Furthermore, as will be discussed more fully in the Monitor's report, as a result of

the manner in which the funds that flowed from WALP to the Texas LPs were recorded

on the books and records of First Leaside, it does not appear that there is a clear right

of recovery by WALP against the Texas LPs for any amounts that flowed from WALP

into the entities.

112. As CRO of First Leaside, my job has been to lead an orderly wind-down of the

operations of First Leaside and to maximize recoveries for creditors and investors.

Given that control of the Texas LPs rests with Phillips and that there is minimal equity in

them, I have reluctantly come to the conclusion that no further steps should be taken by

WALP to deal with, or realize value from, the Texas LPs or their various properties.

113. In coming to this unfortunate conclusion, I have consulted with the Monitor and

Representative Counsel, both of which have expressed their support. I have also met

with the Steering Committee to explain the issues associated with the Texas LPs and to

warn them that no steps may be taken. The Steering Committee has expressed its

support.

114. In addition to seeking permission of the court to take no further steps relating to

the U.S. properties, the Applicants are also seeking authorization to deal with a number

of other administrative issues. For example, since the First Leaside head office has
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traditionally received and maintained copies of agreements and other documents

relating to the Texas LPs, I propose to turn over such documents to the GPs for the

Texas LPs. In the case of certain Texas LPs (especially the Aggregator LPs), where

the corresponding GP is an Ontario corporation which is one of the Applicants in this

nrnrPPrlinJ, I nrnnn~P t~ havP the ~niirt nPCmit these GPs to resign as general partner

and, where possible, to allow another general partner to assume the role as successor.

Foreclosure on Sedona Property and Concerns About Mortgage

115. F.L. Sedona Creek, Ltd ("Sedona LP")., a Texas LP which owns the Sedona

property, is unique in that it does not have any commercial third party mortgage but,

instead, has given a mortgage ("Sedona Mortgage") in the amount of $5 million to First

Leaside Mortgage Fund ("Mortgage Fund")

116. Mortgage Fund is one of six different funds (the "Funds") into which First Leaside

investors have made investments and received units in return. In turn, the Funds have

advanced funds from time to time as unsecured loans to First Leaside entities.

117. The Funds are set up as trusts. As such, in legal terms, each Fund is

administered by several trustees. However, prior to the commencement of CCAA

proceedings, de facto management of the Funds took place from First Leaside's offices

in Uxbridge. That is because WALP had entered into an Asset Management

Agreement dated January 1, 2006 with F.L. Securities Inc. ("FL Securities"), one of the

Applicants, whereby FL Securities agreed to manage the properties owned by the

Texas LPs, including Sedona.
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118. Mortgage Fund was established in July 2010 and proceeded to raise $11.6

million from investors. I assisted the Monitor in analyzing the use of proceeds. Based

on the records of the Mortgage Fund, WALP, Sedona and other First Leaside entities, it

appears that no portion of the proceeds of Mortgage Fund were advanced to the

Sedona bank account or otherwise expended for the direct benefit of Sedona. The

monies raised by Mortgage Fund, after payment to First Leaside Securities Inc. of the

5% agency fee, were virtually entirely transferred to WALP and co-mingled with other

WALP monies. WALP transferred monies back to the Mortgage Fund to pay monthly

interest on the Sedona mortgage and made regular distributions directly to Mortgage

Fund unit holders. The Mortgage Fund bank account presently holds a balance of

approximately $333,000, which I will continue to hold pending the further direction of the

Court.

119. Payments by WALP to Mortgage Fund on account of Sedona mortgage interest

were suspended on or about November 30, 2011 as a result of First Leaside's decision

to suspend all interest payments and distributions to investors. On June 26, 2012,

Mortgage Fund, through its U.S. counsel, notified First Leaside that the Sedona

Mortgage was in default and that Mortgage Fund would conduct a foreclosure sale of

Sedona outside the courthouse in Dallas, Texas, on August 7, 2012.

120. Attached hereto and marked as Exhibit "Q" is a copy of the June 26, 2012 letter

from C. John Scheef III ("Scheef') of Scheef &Stone LLP, U.S. counsel for the

Mortgage Fund, together with a copy of the Notice of Foreclosure Sale (collectively, the

"Sedona Foreclosure Notice")
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121. Following receipt of this notice, I consulted with First Leaside's Texas counsel,

H&B, to learn more about the legal process in Texas for mortgage realization. I now

understand that, under Texas law, it is common for foreclosure sales to take place "on

the courthouse steps" and there is no specific requirement that properties be openly

marketed through real estate agents or exposed to the market for a reasonable period

of time. The auction is an accepted method of realization. Further, under Texas law,

mortgagees are entitled to credit bid any amount up to the total of their debt and, to the

extent that a credit bid is successful, the mortgagee is still entitled to claim the amount

of any deficiency (i.e., between the mortgage debt and the amount that was credit-bid).

122. Since the beginning of these CCAA proceedings, First Leaside, in cooperation

with the Monitor, has been attempting to fully understand the flows of funds among

various First Leaside entities. As I described in my affidavit, it was very common for

certain First Leaside trusts and LPs to lend surplus funds to other entities which

required cash. This practice led to extremely complex series of inter-company loans.

123. When I received the Sedona Foreclosure Notice, I asked my staff at First

Leaside, with the assistance of the Monitor to review the flows of funds among First

Leaside entities to determine how Mortgage Fund obtained its mortgage over Sedona.

Based on a review of the records of First Leaside it is apparent that until September 30,

2009 a commercial mortgage was in place over the Sedona property. When that

mortgage matured, the lender was not prepared to continue providing credit and thus

required full payment. WALP was able to source payment of the needed $2.9 million

from FL Securities. Our research also revealed that Mortgage Fund placed its mortgage

on the Sedona property on August 1, 2010, which was 11 months after the prior
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have been supported by any discernable advance of money by Mortgage Fund to

Sedona LP.

124. Given the concern that the Sedona Mortgage might not have been supported by

any consideration, I instructed H&B to write to counsel for Mortgage Fund to seek

production of proof of consideration for the mortgage. Attached here and marked as

Exhibit "R" is a copy of an August 3, 2012 letter to Scheef which sets out this request.

125. By letter dated August 6, 2012, Scheef sent a letter to H&B (Exhibit "S") which

took the position that the Applicants did not have authority over Sedona LP and

therefore he declined to provide information about the Sedona Mortgage.

126. On August 10, 2012, H&B wrote another letter to Scheef (Exhibit "T") to

reiterate the basis for the information request. To date, I am not aware of any response

to this letter.

127. Shortly after August 7, 2012, I learned that Sedona had indeed been sold. I have

been informed that the buyer was Mortgage Fund, which reportedly made a credit bid of

approximately $3 million, leaving a deficiency of approximately $2 million, given the $5

million outstanding principal balance.

128. I have no doubt that individual investors advanced funds to Mortgage Fund for

investment in mortgage security and that it was their expectation that advances made

by Mortgage Fund would be secured by mortgages. However, I am concerned that the

repayment of Sedona's earlier commercial mortgage in September 2009 came from
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First Leaside entities other than Mortgage Fund, and I wish to understand further the

flow of funds and the interests at stake. As such, in its correspondence with Scheef,

First Leaside's counsel (H&B) has reserved its rights.

129. First Leaside wishes to further investigate the interests of the Mortgage Fund in

the Sedona Mortgage, and what consideration may have flowed from the investors in

Mortgage Fund in return for the Sedona Mortgage and whether, in actual fact, Sedona

LP owed the $5 million to another First Leaside entity such as WALP, and not to

Mortgage Fund.

Various First Leaside Funds

130. As previously advised, there are six Funds that were established to loan monies

to First Leaside entities. Wimberley Fund, The First Leaside Fund ("FL Fund"), and

The First Leaside Properties Fund ("Properties Fund") made unsecured loans to the

Aggregator LP's. Mortgage Fund holds a mortgage on Sedona (as described above)

and two other properties. FLWM Fund and FLEX Fund raised money from investors

that was invested on an unsecured basis in other First Leaside entities.

131. As I previously stated in my June 19, 2012 affidavit, which was sworn in support

of, inter alia, an extension of the CCAA stay, a number of the Funds have become

active in these CCAA proceedings and are taking steps to assert certain alleged rights.

132. In particular, on June 27, 2012, Fay Sulley ("Sulley") of Torkin Manes LLP

delivered Notices of Appearance on behalf of Wimberly Fund, Mortgage Fund, and FL

Fund. Since that time, on a number of occasions, the Monitor and I have met and
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spoken with Sulley and several of the trustees of the Funds that she represents. In

order to protect and potentially pursue their interests in the amounts loaned to various

entities, particularly Master Sherman and Master Texas, which received loans from

Wimberley Fund, First Leaside Fund, and First Leaside Properties Fund, requests have

been made by Sulley on behalf of Wimberly Fund and FL Fund and by Ken Rice

("Rice") on behalf of FL Properties Fund for information regarding the properties held by

these LPs. The Monitor has coordinated the disclosure of information in the possession

of First Leaside as requested, upon settling with Sulley and Rice a form of confidentiality

agreement relating to such disclosure.

133. Prior to the commencement of the CCAA proceedings, the trustees of Mortgage

Fund, FLWM Fund and FLEX Fund were Phillips, Hampton and John Wilson ("Wilson"),

a former officer of First Leaside.

134. Hampton was also a trustee of FL Fund together with other investors. Although

the trustees of Wimberly Fund and Properties Fund were all independent investors, I am

informed and I believe based on conversations that I have had with other trustees, that

the appointed trustees tended to act with deference to Phillips and he exerted a

measure of de facto control over these Funds as well. As such, control of all Funds was

not, in general, separate from control of First Leaside.

135. Each of the Funds is governed by a declaration of trust which sets out

governance matters including the appointment of trustees. The declarations of trust

sometimes require meetings of unit holders to be held annually and for trustees to be

elected at such meeting to serve until the next annual meeting. Other declarations of
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trust specifically provide that no annual meetings of unit holders are to take place and,

in those cases, the only way for unit holders to replace the trustees is by requisitioning a

meeting of unit holders.

136. After these CCAA proceedings commenced, Hampton resigned her position as

trustee of Mortgage Fund, FLWM Fund, FLEX Fund and FL Fund. I am aware that

another trustee, Doug Laws, who is an investor in First Leaside, also resigned from FL

Fund. I am not aware of other resignations. However, to the best of my knowledge,

Phillips and Wilson remain trustees of Mortgage Fund, FLEX Fund and FLWM Fund.

137. As I have deposed above, Mortgage Fund has been taking active steps to

purportedly exercise rights for the benefit of unit holders of that Fund. To date, I have

received no documentation to prove that the relevant Fund trustees were validly

appointed. The Declaration of Trust for Mortgage Fund (Exhibit "U") provides that the

trustees of such fund are Phillips, Wilson, and Hampton. (I have been advised by

Hampton that she has recently resigned her position.) The declaration does not require

Mortgage Fund to hold annual meetings or provide any regular process for unit holders

to re-elect the trustees. Instead, the trustees have permanent appointments, unless a

specified percentage of unit holders are able to requisition a unit holder meeting and win

a vote to replace the trustees. At the same time, existing trustees are permitted to elect

further trustees, including to fill vacancies.

138. I have been informed by certain investors in Mortgage Fund that the current

trustees of Mortgage Fund are Phillips and Wilson as well as several other individuals,

including Simon Perry, Steve Dietrich, Reinhold Dressler, Greg Wolfe, Gerry Jansen,
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and Paul Robbins, who I believe have been recently named as new trustees, although

do not know the process by which these new trustees have been apparently appointed,

nor do I have any formal confirmation of their appointments and that they have been

validly made pursuant to the provisions of the Declaration of Trust governing such

appointments. I am also informed that certain unit holders, including certain of the new

trustees, wish to requisition a meeting of unit holders to affirm or replace the trustees,

but the trustees have not reached consensus on calling such meeting.

139. The Funds are creditors of various First Leaside entities. As CRO my role is to

oversee the orderly wind-down of First Leaside's operations including, in particular, the

selling of First Leaside's assets for the benefit of creditors and investors. Although as

CRO I do not have any direct power over the Funds, I am concerned that the continued

participation of Phillips and Wilson as trustees of Mortgage Fund and the other Funds

may not be in the best interests of unit holders of those Funds. In order to ensure that

all unit holder interests are fairly represented, the Funds require truly independent

trustees who have no personal interests that could compromise or frustrate the efficient

operation of the Funds.

140. Further, on June 4, 2012 the Ontario Securities Commission ("OSC")

commenced proceedings against Phillips and Wilson. The OSC asserts in its

Statement of Allegations that Phillips and Wilson engaged or participated in an act,

practice or course of conduct relating to securities which they knew, or reasonably

ought to have known, would perpetrate a fraud on investors, contrary to subsection

126.1 (b) of the Securities Act. The OSC also alleges that they made statements a

reasonable investor would consider relevant in deciding whether to enter into or
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maintain a trading or advising relationship, which statements were untrue or omitted

information necessary to prevent the statements from being false or misleading in the

circumstances in which they were made, contrary to subsection 44(2) of the Securities

Act.

141. Phillips is also subject to a temporary order which prevents him from trading in

securities, which order could prevent him from taking certain steps on behalf of the

Funds, including the raising of additional capital.

Deletion of 970877 Ontario Inc. as Applicant

142. At the time that the Initial Order was granted, it was First Leaside's intention to

seek protection under the CCAA for all Canadian corporations within the First Leaside

group. First Leaside also sought to extend the protection of the Initial Order to all

Canadian LPs.

143. Since the time of the Initial Order, First Leaside has determined that not all of the

Applicants are required to be part of these proceedings. In particular, I have recently

discovered that 970877 Ontario Inc. was used by Phillips as a personal holding

company and not for the business of First Leaside.

144. Given the role of this company, there is no need for it to remain as Applicant in

this proceeding. As such, First Leaside seeks an order discontinuing these proceedings

in relation to 970877 Ontario Inc. and directing that the title of proceedings be amended

accordingly to remove reference to such corporation.
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Amounts Owing by First Leaside Employees and Former Employees

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

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

("Investment Loans"). Most of these loans were made pursuant to demand promissory

notes but, in certain cases, loans were extended without having the relevant employee

or investor sign a note (in which case the loan was still shown as a "loan receivable" on

First Leaside's accounting system). As at December 31, 2011, investment loans to

officers, agents, and current and former employees totalled $1,120,078.63 (inclusive of

investment loans to David Phillips and his wife) and investment loans to clients totalled

$2,405,045.23.

146. Further, First Leaside and the Monitor have investigated amounts which Phillips

or companies related to or controlled by him, may owe to the Company. The amounts

consist both of apparent preferences involving Phillips' companies and advances made

to Phillips in 2011.

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

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

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

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

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

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

securities, and on the same day that the Independent Committee was appointed to

control FLWM.
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149. Additionally, it has come to my attention that, throughout the course of the 2011

fiscal year, Phillips received advances and other benefits (the "Phillips Loans") totalling

approximately $1.14 million more than what Mr. Phillips was paid as base salary. This

$1.14 million appears to consist of amounts that Mr. Phillips either withdrew from the

Company's bank account, or personal and household expenses which First Leaside

paid on Phillips' behalf.

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

$77,779.23, inclusive of taxable benefits. This amount was paid to Phillips throughout

2011.

151. The receivables represented by the Investment Loans and the Phillips Loans are

assets of First Leaside. I have met with the Monitor and Representative Counsel and

they have concur with First Leaside's decision to take steps to commence legal

proceedings (the "Collection Action") against Phillips and his wife, Davis, as well as

any corporations connected with them, in order to obtain recovery of the Investment

Loans and the Phillips Loans which are owing by Phillips, Davis, and/or 970.

152. However, under the current provisions of the Initial Order, there is a general stay

which prevents any party from taking proceedings against any officer or director of the

Applicants. Since Phillips and Davis are directors of a number of the Applicants, this

stay will have to be lifted in order to permit the Collection Action to be commenced and

pursued. I do not believe that the lifting of the stay in this regard would frustrate the

objects of the CCAA or these proceedings, nor should it have an affect on the intended

wind-down of First Leaside. The Collection Action would simply be part of the
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realization upon First Leaside's assets for the benefit of creditors, investors, and other

stakeholders.

SWORN before me at the City of Toronto
In the Province of Ontario, this 20t" day of
August, 2012

-°'A ommissioner, etc.
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This is Exhibit "A" referred to in the Affidavit of Greg MacLeod
sworn August ..2.d.., 2012

(or as may be)



EXHIBIT "A": LIMITED PARTNERSHIPS BENEFITING FROM INITIAL ORDER

B&W Limited Partnership

Development Notes Limited Partnership

Dossierview Limited Partnership

eSight Limited Partnership

F.L. Beverages Group Limited Partnership*

First Leaside Acquisitions 2000 Limited
Partnership

First Leaside Acquisitions Limited Partnership

First Leaside Advantage Limited Partnership

First Leaside Developments Limited Partnership

First Leaside Elite Limited Partnership

First Leaside Enterprises Limited Partnership

First Leaside Entities Limited Partnership

First Leaside Expansion Limited Partnership

First Leaside Global Limited Partnership

First Leaside Growth Limited Partnership

First Leaside Income Limited Partnership

First Leaside Investors Limited Partnership

First Leaside Operations Limited Partnership

First Leaside Opportunities Limited Partnership

First Leaside Optimal Limited Partnership

First Leaside Partners Limited Partnership

First Leaside Preferred Limited Partnership

First Leaside Premier Limited Partnership

First Leaside Progressive Limited Partnership

First Leaside Properties Limited Partnership

First Leaside Quality Limited Partnership

First Leaside Real Estate Limited Partnership

First Leaside Realty II Limited Partnership

First Leaside Realty Limited Partnership

First Leaside Retirement Residences Limited
Partnership

First Leaside Select Limited Partnership

F.L. Spring Valley Limited Partnership

First Leaside Superior Limited Partnership

First Leaside Technologies Limited Partnership

First Leaside Ultimate Limited Partnership

First Leaside Unity Limited Partnership
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First Leaside Universal Limited Partnership

First Leaside Venture Limited Partnership

First Leaside Visions I Limited Partnership

First Leaside Visions II Limited Partnership

First Leaside Visions III Limited Partnership

First Leaside Visions IV Limited Partnership

First Leaside Wealth Management Limited
Partnership

F.L. Master Texas, Ltd.

F.L.W. Pond Master, Ltd.

F.L.W. Shores Master, Ltd.

FLWM Holdings Limited Partnership*

Greencore Limited Partnership

Marksman Celiject Limited Partnership

Metabacus Limited Partnership

Mill Street Limited Partnership*

Old Mill Pond Apartments Limited Partnership

OMISA Limited Partnership

Place Concorde East Limited Partnership

Place Concorde West Limited Partnership

Preston Racquet Club Real Estate Limited
Partnership Series 910 PA

Preston Racquet Club Real Estate Limited
Partnership Series 910 PB

Preston Racquet Club Real Estate Limited
Partnership Series 910 PC

Preston Racquet Club Real Estate Limited
Partnership Series 910 PD

Queenston Manor Limited Partnership

Special Notes Limited Partnership

Special U.S. Notes Limited Partnership

The Bluffs of Lakewood Limited Partnership

The Shores Limited Partnership

Tyromer Limited Partnership

Uxbridge Development Limited Partnership

Wimberly Apartments Limited Partnership
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court ~s~~ ~v~. cv-~z-~~~~-oocL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

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

AND iN THE MATTER OF A PLAN O~ COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities lnc., First Leaside Management [nc.,
first Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., first Leaside Really II Inc., First Leaside Investments Inc., 965010
Onfaria fnc., 1045517 Ontario Inc.,1Q24919 Ontario Inc., 1031628 Ontario
Inc., 1056979 Ontario Inc., 1376095 Oniario tnc., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Development {Canada} Inc., PrestonTwo
Development (Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Onfiario Inc., 2088544
Ontario Inc., 2 88546 Ontario Inc., 7331607 Ontario Inc., Queenston Manor
Genera[ Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2728054 Ontario Inc., 2069292 Ontario Inc., 1132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 On~Eario Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049Q95 Ontario Inc., 1049016 Ontario Inc., 20078Q4
Ontario Inc., 2019418 Ontario Inc., FL Research Management Inc., 970877
Ontario Inc., '103'{628 Ontario [nc., 9045516 Ontario Inc., 2004516 Ontario
Inc., 219234'1 Ontario Inc., and first Leaside Fund Management Inc.
{collectively, the "Applicant")

AFFIDAVIT OF GREGORY MACLEOD
(sworn February 22, 2Q12)

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

Ontario, MAKE OATH AND SAY:

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

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

wel{ as the limited partnerships affiliated with the Applicants which are lisfied in Exhibit
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"A" hereto (collectively, "F6rst L~asid~" or the "Company"). I have been in the position

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

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

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

cases, believe it to be true.

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

Applicants for relief under the Companies' Creditors Arrangement Acf, RSC 1985, c. C-

36, as amended (the "CCAA"). The Applicants alsa seek to have the court exkend the

benefit of tie initial order {including the stay} to various limited partners in respect of

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

limited partnerships noted below).

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

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

CCAA protection extended.

I. OVERVIEW

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

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

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

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

services to more than 1,200 investors who have invested with the Company. First

Leaside also provides its investors with estate planning, insurance, accounting, and tax
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services. A simplified organizational chart of the main corporations constituting ~ir~t

Leaside (but wifhaut details of the LPs) is attached hereto and marked as Exhibit "B".

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

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

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

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

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

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

proprietary investment products, typically consisting of more conservative inves#men#s

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

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

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

as the "FL Products"}.

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

accounts held with Penson Financial Services Canada Inc. ("Penson»). Penson is a

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

range of investment dealers, including FL.S1. This proposed CCAA proceeding does not

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

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

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

transfer their Marketable Securities and cash to another investment dealer despite the

Legs["7188805.14
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commencement of these proceedings. !f clients wish another investment dealer to hold

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

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

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

investments, potential tax deductions. With respect to the FL Products, First I~easide

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

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

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

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

of capital.

9. First Leaside's real estate projects are generally set up as L.Ps for which First

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

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

part of this CCAA filing and the bene#its of the initial order are being requested to extend

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

Exhibit "A".

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

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

situation: first Leaside has realized lower operating income while simultaneously

incurring higher operational casts.

17. Due to this turmoil, and other even#s described below (including action by

securities .regulators}, in early 2017 First Leaside, through its counsel, Cassels Brock &
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Bla~kvvall I I P ~"ca~~pi~°~~, pn~?gA~ ~n ir~~e~erdent cen~ultar~t, Grunt Thorn#cr Simi#ed

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

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

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

and assumptions, including its ability to raise capital.

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

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

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

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

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

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

First Leaside from raising equity to de-leverage properties ar to fund business

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

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

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

other entities in the group. The Cease Trade effecfively stopped these revenues,

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

13. In December 2011, through my corporation, G.S. MacLeod &Associates Inc., f

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

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

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

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

agreement. After several weeks of careful consideration of the situation, I concluded
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tr,a± .t ~;~~s w^!:!:pl, #hu~ F;r~, Leu~ide ~,~~culU N~ in a pow ►~~ . to r~sol~r~ ~J~u~~ with

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

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

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

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

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

Leaside group, and the fact that many First Leaside clients have debt and/or equi#y

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

L.easide's assets and liabilities was to bring the Company within acourt-supervised

process so that all stakeholder interests can b~ dealt with in one forum, in a

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

proceeding.

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

Ontario, British Columbia, and Texas. The properties include retirement residences,

rental apartments, indusfirial facilities, development projects and raw land,

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

within court-supervised insolvency proceedings whether under the CCAA or Chapter 11

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

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

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

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

General

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

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

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

available in the market.

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

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

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

18. Since tE~a# time, First Leaside has acquired and developed numerous other

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

to Brit[sh Columbia. Apart from straightforward investments in rental real estate

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

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

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

Corporate Structure — Operating Companies

19. FLWM is the ul#imate parent company of First Leaside. Affiliated wifih FLWM are

six wholly-owned subsidiaries that are operating companies, including FLSI, FL

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

Leaside Management Inc. ("FL Management"}, First Leaside Insurance Inc. ("FL

Insurance"), and First Leaside Accounting and Tax Services Inc. ("FL Services")
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«~ ~n~[~n a~~ 3#s opera#;~~ ~ub~;u;uri~~ ~h~!! ~@reafter be referred t~ ~ollecti~;e~y as the

"Operating Companies")

FLWM

~u. Mr. Nhillips owns all of FLWM's common shares. FLWN1 has also issued

preferred shares, with 96.7% of such shares being owned by First I~easide investors

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

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

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

charging flees to first L.easide clients, both in connection with the sale of new

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

(calculated as a percentage of client investment holdings).

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

(a) four small accounting firms;

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

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

operates abrewery/cidery;

(d) marketable securities;

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

units in various LPs;

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

(g) an art collection.
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23. A~tacheri h~rptn and markc~~l µ~ ~~h~p~~ =`n~' ;~ a ropy ~f FLL ~'~J!'~ i~terna!!r-

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

such date.

FLSI

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

through FL.SI that First Leaside clients invest their money in both the Marketable

Securities (held in segregation by Penson) and also the F'L Products issued by various

Fist Leaside entities. FLSI is also a member of the Canadian investor Protection Fund

("CIPF"), which provides coverage of up to $1 mi{lion per client as a result of securities

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

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

of securities or default by the issuer of securities.)

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

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

financial statements as at December 37, 2011.

26. Since FLSi became an IIROC dealer, and up to June 30, 20~ 1, it has invested

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

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

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

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

Leaside investors held at Penson as a# February 14, 2012.
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27. Although First Leaside may b~ insolvent, its client accounts containing

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

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

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

permitting First Leaside clients to immediately transfer the Marketable Securities and

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

trade, or ma[ntain their Marketable Securities despite the CCAA proceeding.

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

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

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

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

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

various FL entities. ~'or example, many First Leaside LPs have an equity deficit

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

mortgages and notes a~-e paid.

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

Fund (a trust), at an interest rate of 7'% per annum.. FLSI also raises debt through other

entities, such as Special Notes Limited Partnership, and Special U.S. Notes Limited

Partnership.

FL Finance

30. Traditionally, various Firsfi Leaside LPs and corporations have raised more

capital than required for their immediate needs. For example, many LPs sold units to
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investors before a specific project was identified or land was purchased, and it was not

uncommon for months to pass before a property was acquired. However, since First

Leaside promised investors substantial regular distributions (often 6% or 7% per

annum) on their LP units or notes, and adequate returns could not be obtained by

leaving surplus cash in the bank, the LPs with idle capital required same way to

generate income to fund those distributions.

31. Thus, First Leaside facilitated the intercompany financial arrangements, using FL

Finance as a conduit to barrow surplus funds from some First Leaside entities, and then

lend them to other First Leaside entities that required money {such as to rehabilitate

properties). The interest rates paid on these loans were typically in the range of 6% to

7% per annum. All of these inter-company Ioans which FL Finance has facilitated have

been duly recorded in First Leaside's records.

32. FL finance is not registered under Ontario securities laws because it does not

distribute or deal,in securities.

33. In addition to its capacity as a "central bank" far First Leaside, from time to time

FL Finance also acted as a buyer of client positions in FL Products through FLSI. Prior

to the fall of 2011, First Leaside had an informal policy of arranging purchases of

afherwise illiquid LP units from investors that wished to exit from their investments.

Each unit was initially issued at a price of $1 per unit. As of February 12, 2Q12, FL

Finance held approximately $16.66 million in LP units, based on a price of $1 per unit.

34. Attached hereto and marked as Exhibit "G" is a copy of FL Finance's internally-

prepared financial statements as at December 31, 2010
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FL Securities

35. Fl. Securities, which is a different corporation than FLSI, is an exempt market

dealer ("EMD") that is registered with the OSC. FL Securities acts as an asset manager

and promoter of real estate assets. For its services, FL Securities charges promotional

fees, acquisition analysis fees, property management fees, and advisory fees. Despite

its registration as a dealer, F'L Securities does no# engage in securities trading activities.

All securities trading activities wifihin First Leaside are conducted exclusively by FLSI.

FL Management

36. FL Management is the property manager of certain Canadian First Leaside

properties. It charges all Canadian properties a services fee equal to 2 to 4% of annual

net revenues.

37. FL Management employs one individual who is the senior property manager for

Canada and who also has partial responsibility for First Leaside's U.S. property

management. The day-to-day management of the U.S. properties is, however,

conducted by a third party U.S. firm that reports to F'L Management on a weekly and

monthly basis.

38. In regard to the retirement residences described below, PrimeTime Living L,P

manages the day-to-day operations of that portfolio of properties. Finally, for the

remaining Canadian properties, including Queenston Manor and Harmony (described

below), on-site managers are employed by the entities. Attached hereto and marked as
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FYhib~~ ̀°~N„ ?r~ ~L nnanagement'~ un~~det°vu fI~c~'iI~CIc~.I ;,at~meo~#J QJ at CDec~o~ber 31,

2010.

FL Insurance

3y. rl~ insurance is licensed as a corporate insurance agency with the Financial

Services Commission of Ontario. FL Insurance sells, as agent, a variety of third party

insurance policies to First l~easide investors. FL Insurance generates a small amount of

commission income annually (approximately $55,000) as a result of its sales of

insurance policies.

40. Attached hereto and marked as Exhibit "I" are the unaudited financial

statements for FL Insurance as at December 31, 2011.

FL Services

41. FL Services provides personal income tax preparation services for Canadian and

US investors.

42. Attached hereto and marked as Exhibit "J" are the unaudited financial

statements for FL Services as at December 31, 2010.

Corporafie Structure -LPs

43. First Leaside's investors may invest in the Company's various ventures by

purchasing LP units. First Leaside has two types of LPs: individual LPs that acquire

and operate a single property or development, and "aggregator" LPs that hold units of

multiple LPs.
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aa. Q~~ ~,Np~ ~f ~ p~ that F;;st Leasid4 !IGJ f~rm~d w~;~ ;#ructured t~ prc~~did~ tax

advantages to investors as well as regular distributions (typically consisting of tax-free

returns of capital in the early years).

45. Generally, First Leaside fiorms LPs to raise capital in order to locate and acquire

real estate that has not been fully or effectively developed. The LPs typically acquire

real estate from a third party in an arm's-length transaction. The costs to identify,

acquire, and rehabilitate a property usually generate a loss for the LP in the first few

years. The LP's investors realize this loss and offset it against their other income,

thereby creating short-term tax benefits.

46. Each year a certain percentage of money invested in an LP is distributed by the

LP to investors as a return of capital (and, hopefully, in later years, as income from the

property), thereby providing invesfiors with a regular cash flow regardless of the stage of

the LP's project. Typically, LPs promised a regular annual return to investors in the

range of 6% or 7% per annum.

47. Later on, if an LP acquires rental property that is leased after its rehabilitation,

the rental payments produce operating income and cash flow that could be distributed

to investors on a regular basis. ff a properly is sold after it is rehabilitated, investors can

realize cash proceeds (and generate capital gains). The proceeds from a sale can be

withdrawn from First Leaside ar "rolled" into new LPs that are subsequently created.

48. Given fihe level of fees charged to L.Ps by FLWM to sell LP units, and identify,

purchase, and manage properties, as well as the significant returns of capital to

investors by way of distributions, investors in longstanding LPs have likely had the cost
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base of their investments "ground dawn" to minimal amounts. In other words, some

investors have already received back all or a substantial portion of their initial invested

capifial through a combination of return of capital and the tax benefits associated with

the LP's losses. As a consequence, the properties are often highly leveraged.

49. There are numerous LPs within First Leaside. Certain LPs and their related

holdings are listed below.

a. First Leaside Expansion Limited Partnership ("FLEX")

FLEX is one of First Leaside's Canadian real estate LPs. Attached
here#o and marked as Exhibit "K" is an organizational chart for
FLEX. Because FLEX owns more than one property, it is ane of
First Leaside's aggregator LPs.

ii. FI~EX owns the following properties and LPs:

First Leaside Entities LP ("Entities"): Entities owns two
properties in Uxbridge that are adjacent to the Victoria St.
Building (which is detailed below). One property is 1.57
acres and is currently being used as a parking lot for
construction workers, while the other is 0.59 acres of land
with a small commercial building, and is currently nat
producing income;

First Leaside Growth LP ("Growth"): Growth owns a fu11y
occupied 70,OOQ sq. ft. industrial building in Brampton,
Ontario. The property has been profitable sine 2008 and
was projected to remain profitable through 2013. The
property has been sold pursuant to an agreement for
purchase and sale and the sate is scheduled to close in
March 2012;

Queenston Manor LP ("Queenston): Queenstan owns a 77-
unit retirement living apartment complex in St. Catharines,
Ontario. The complex is presently 92% occupied. Rooftop
solar panels are currently being installed at the property and
once installed are expected to generate $53,000 a year.
Before capital expenditures, the property has been profitable
since 2008, and was expected to remain profitable through
2013. Queenston has been listed for sale and management
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property;

First Leaside Unity LP ("Unity"): Unity owns 2.74 acres of
land in Wheatley, Ontario, that is zoned for a residential
townhome complex. Uni#y has already completed and sold
three townhomes. FLEX had planned to develop and sell an
additional 16 townhomes over a period of six years
beginning in 2012; and

FLEX had intended to build a four floor, 58,182 sq. ft. office
building ("Victoria St. Building") for First Leaside on 1.(]4
acres at 4 Victoria St. in Uxbridge, Ontario. This building
would have been the new head office of First Leaside.
However, construction of the Victoria St. Building was hafted
in the fall of 2011 due to a lack of funds following the Cease
Trade. As a resul# of this stoppage, eleven construction
liens have been placed against the Victoria St. Building and
the property owned by Entities. The total amount of fihese
liens is $3,446,276.29. Additional details of these liens are
attached hereto and marked as Exhibit "L.".

iii. FLEX raises equity and, in the past, paid a 6% distribution. FLEX
has raised debt through the Development Notes LP ("Development
Notes"), and paid a 7.75% interest rate. FLEX also raised debt
#hrough the FLEX Fund, paying a 6% interest rate.

iv. FLEX has also raised $3.45 million which was used to fund a
syndicated mortgage on the Bramtree property.

Wimberly Apartments LP ("WALP"~

WAl.P is an Ontario limited partnership which, through a series of
Texas limited partnerships, holds a variety of properties in the
United States {specifically, Texas). Attached hereto and marked as
Exhibit "M" is an organizational chart for WALP. WAI.P owns the
assets listed below and, as such, is one of First Leaside's
aggregator LPs.

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

(I) Bluffs of Lakewood: The property is a 233-unit rental
apartment building located in Dallas, Texas. The
building is currently undergoing a rehabilitation
program tha# is scheduled to be completed later this

•
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year. The property is expected to reach 95%
occupancy by May 2012. The property is expected to
be profitable, before capita! expenditures, in 2Q12 and
2013;

(I!) ~Id Mill Ponde Apartments: The property is a 244-unit
rental apartment building located in Arlington, Texas.
The building is currently undergoing rehabilitation and
is not fully occupied. The property has not been
profitable for the last several years;

(111) Preston Racquet Club: The property is a 184-unit
condominium complex located in Dallas, Texas.
Although the property has not been profitable for the
past several years, it is nearing the end of a
rehabilitation program and is expected #o be profitable
in 2012 and 2013 before capital expenditures;

(lV} Shores Apartments: The property is a 236-unit rental
apartment building located in Arlington, Texas. The
building is currently undergoing a rehabilitation
program and is not fully occupied. The property has
not been profitable for the las# several years;

(\/} Wymberly Grassing Apartments: a 212-unit rental
apartment building in Grand Prairie, Texas. The
property is expected to be profitable, before capital
expenditures in 2012 and 2013, once the
rehabiEitation program is completed and rent is
increased; and

(VI) Wymberiy Pointe Apartments: The property is a 208
unit rental apartment building located in Grand Prairie,
Texas. The property is expected to be profitable,
before capital expenditures, in 2012 and 2013, once
the rehabilitation program is completed.

F.L. Master Sherman Ltd. {"Master Sherman"). Master
Sherman awns four LPs that each own an apartment
complex in the Sherman, Texas area;

(I} Country Village Apartments: The property is a 148-
unit rental apartment building. This property is also
currently undergoing a rehabilitation program that is
scheduled to be completed later fihis year. The
property has been profitable since 2008, and is
projected to remain profitable through 2013;
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(II) Creekview Apartments: The property is a 144-unif
rental apartment building. The apartments are
currently undergoing a rehabilitation program that is
scheduled to be completed later this year. The
property has been profitable, before capital
expenditures, since 2008, and is expected to increase
its profi#ability through to 2013 due to an expected
increase in occupancy, completion of the
rehabilitation program, and a series of rent increases;

(lil) Parkview Apartments: The properfiy is a 200-unit
rental apartment building that is currently undergoing
a rehabi{itation ~ragram. The program is scheduled
to be completed later this year. The property has
been profitable since 2008, and is expected to remain
profitable, before capital expenditures, through 2413;
and

(I~ Raintree Apartments: The property is a 144-unit rental
apartment building that is currently undergoing a
rehabilitation program. The rehabilita#ion program is
scheduled to be completed later this year. The
praper~y has been profitable since 2008, ar~d is
expected to remain profitable, before capital
expenditures, through 2013.

F.L. Sedona Creek Ltd. ("Sedona"}; Sedona owns an
apartment complex in the Dapas area. There is currently no
scheduled rehabilitation program planned, and the
occupancy rate is projected to increase through September
2012. Sedona is expected to be profitable in 2012 and
2013.

WALP has raised debt and equity in several different ways. WALP
has raised equity and paid a 4% dis#ribution as return on capital.
first Leaside Fund raised debt at bearing 9% annual interest for
WALP. Additionally, Wimberly Fund I raised debt at an interest rate
of 8%, and Wimberly Fund II raised debt at interest rates of 7% and
8%. Debt raised for the Master Sherman-owned properties has
been through First Leaside Properties Fund at an interest rate of
9%. Finally, WALP raised $5.3 million #hrough a syndicated
mortgage for Sedona and a church property loco#ed near Sedona;

a First Leaside Retirement Residences LP ("Retirement")

Retirement owns 50.1 % of PrimeTime Living LP. PrimeTime Living
LP awns severa{ retirement residences and development properties
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that ~rP I1~tPCI ~PIC~W. RPtI~?IYIe~I~'c ~n.1% in+~rQst in Pr!!???T~me
Living LP is shared amongst multiple First Leaside entities in the
following proportions: 16.67% by First Leaside Wealth Management
Holdings lnc., 20% by Progressive (defined below), 30% by
Universal (defined below), and 33.3% by FLWM.

Abby Lane Retirement Residence/Whiterock Medical: This
project consists of a medical facility that occupies 40,000 sq.
ft., and an 80-unit retirement home occupying 20,000 sq. ft.
in Surrey, British Columbia. The medical centre and the
retirement residency are located on 2.3 acres of land. The
property is currently being developed and is expected to be
completed in February 2013;

The Birkhall Retirement Residence: This property is an 83-
unit, 80,000 sq. ft. retirement home in Vernon, British
Columbia. The residence is situated on 3 acres. The
property is currently being developed and is expected to be
completed later this year;

The Heatherwood Retirement Residence. This property is an
87-uni#, 40,000 sq. ft. retirement residence in St. Catharines,
Ontario. The residence is situated on ~ .5 acres of land; and

St. Catharines Place Retirement Residence: This property is
an 87-unit, 40,000 sq. ft. retirement home in St. Catharines,
Ontario. The residence is situated on 1.5 acres of land.

d. First Leaside Realty LP &First L~aside Realty EI LPGcollectively, "Realty !

Realty I & 11 own 3,996,160 equity LP units of WALP. Realty 1 & II
raise equity and previously paid a 4.75% distribution. Attached
hereto and marked, collectively, as Exhibit "N" are the unaudited
financial statements for Realty 1 as at December 31, 2010 and
Realty II as at September 30, 2011.

e. First Leaside Acquisitions LP ("Acquisitions"}

Acquisitions owns three assets:

143,6$Q equity LP units of WALP;

625,800 equity LP units of FLEX; and

278,880 equity LP units of F.L. Spring Valley LP.

Acquisitions raises equity and paid a 9.5% return of capita!
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cljGfrl~~.lflr►!?. A~'?~~~~ hrrrgfn ar~d marked ~~ EAhib~+ "~" ire the
unaudited financial statements for Acquisitions as at December 31,
2010.

f. First Leaside Investors LP ("Investors")

Investors owns two LPs:

Harmony i ownhome LP ("Harmony"): harmony is a 5U-unit
townhome complex in Tilbury, Ontario; and

Mill Street LP ("Mill St."): Mill St. is a 3.74 acre plot of land in
Uxbridge, Ontario with a small heritage home.

Investors raises equity and paid a 6% return of capita! distribution.
There is also a 6% syndicated mortgage an Mill Street. Attached
hereto and marked as Exhibit "P" are the unaudited financia{
statements for Investors as at December 31, 2a~a.

g. First Leaside Pro ressive LP t"Progressive")

Progressive owns two assets:

• a 20% ownership interest in Retirement;

• Uxbridge Development L.P ("Cemetery Road"), 23 acres of
land, only four acres of which are developable, in Uxbridge,
Ontario.

Progressive raises equity and paid a 6% dis#ribution. There is also
a syndicated mortgage on Cemetery Road bearing interest at 6%
per annum. Attached hereto and marked as Exhibit "Q" are the
draft unaudited financial statements for Progressive as at
December 31, 2010.

h. First Leaside Universal LP ("Universal"}

Universal owns a 34% interest in Re#irement. Universal raises
equity and paid a 6% distribution. Attached hereto and marked as
Exhibit "R" are the draft unaudited financial statements for
Universal as at December 31, 2010.

F.L. Spring Valley LP ("Spring Va)lev")

Spring Valley owns

689,608 LP units of WALP;
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640,OOQ trust unity in the Wimberly Fund; and

a shopping mall in the greater Dallas, Texas area.

Spring Valley raises equity and paid an 8% return of capital
distribution. Attached hereto and marked as Exhibit "S" are fhe
unaudited financial statements for Spring Valley as at December
31, 2010.

j. FLWM Holdings LP ("FLWM Holdings")

FLWM Holdings owns a 16.67% ownership in#erest in Retirement
and a 10.91% ownership interest in Beverages (defined below).
Although equity has been raised, no distributions are paid.

k. First ~.easide Global LP ("Global")

Global does not have any assets, other than an account receivable
from FL Finance. Global raises equity and paid a 7% distribution.

Global had previously entered into an agreement of purchase and
sale to purchase property in Florida. However, the safe failed fa
close as a result of funding issues arising as a result of the Cease
Trade. GlobaE is currently pursuing legal action in the U.S. ko
recover its deposit.

First Leaside Venture LP ~"Ventures"~

~ Ventures owns a 50% interest in the Birkhall Retirement
Residence, in addition to the assets listed below.

• 180 Isabella Street (Ottawa) LP: This LP owns The
Palisades Club, a 5~4-unit retirement condominium in Ottawa,
Ontario. The residence is situated on 0.49 acres of land;

• 480 Metcalfe Street (Ottawa) LP: This LP owns The
Palisades Retirement Residence, a 100-unit retirement
residence in Ottawa, Ontario. The 'residence is situated on
0.68 acres of land;

~ The Retiwoads Retirement Residence (Ottawa)
("Redwoods"): Ventures purchased this property on August
26, 20~ 1, from KingSett Real Estate Growth LP No. 2, along
with the Palisades Retirement Residence, for aggregate
consideration of $65 million and, as part of the purchase
price, Ventures assumed an $40 million mortgage in favour
of CIBC;
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rhpr!;~ park [fie#;rpment Re~ide~ce: ̀~"i~ property ;~ a 6~-
unit 61,288 sq. ft. retirement residence that is located in
Okanagan, British Columbia. The residence is situated on
0.68 acres of land;

• Orchard Valley Retirement Residence: This property is a 66-
unit, 66,597 sq. ft. retirement residence located in
Okanagan, British Columbia. The residence is situafied on
0.64 acres of land; and

Shores Retirement Residence: This property is a 66-unit
66,580 sq ft retirement home in Kamloops, British Columbia.
The residence is situated on 1.4 acres of land, and has land
that has not yet been developed.

ii. Ven#ures raises equity and paid a 7%distribution.

iii. Attached hereto and marked as Exhibit "T" are the unaudited
financial statements for Ventures as of July 31, 2011.

m. First Leaside Visions I and Firs# Leaside Visions II LP ("Visions [ & li")

Visions I & II owns seven start-up technology companies in Ontario.
Visions I & II was established to take advantage of Ontario
Commercialization Investment Fund grants, which constitute up to
30% of the investment. Visions 1 & Il do not pay any distributions.
Attached hereto and marked, collectively, as Exhibit "U" are the
unaudited financial statements for Visions I & 1! as at December 31,
2011.

n. First l.easide Mortgage Fund ("Mortgage fund")

i. Mortgage Fund holds a $5.3 million syndicated mortgage on
Sedana and the Sherman church property in the WALP portfolio.
Attached hereto and marked as Exhibi# "V" are the unaudited
financial statements for Mortgage Fund as at June 30, 2011.

o. First Leaside Beverages LP ("Beverages")

Beverages owns a majorify interest in a brewery and cidery and the
land and building upon which the cidery is situated. Since
Beverages holds a minority portfolio interest in the brewery and
cidery, Beverages is not applying for CCAA protection.

Beverages is owned 10.9% by FLWM Holdings, 8.3°/a by
Progressive, artd 34.9% by FLWM. The remaining 45.9% of
Beverages is held by third party investors.
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iii. First Leaside is presently in discussions to sill is co[I~ctiv~ 54.1
interest in Beverages. If such sale is completed, F'LWM Holdings,
Progressive, and FLWM will be able to receive proceeds which can
then be used to pay creditors in accordance with their priority.

The Blind Pools

50. Although mast of First Leaside's LPs hold interests in identifiable properties,

there are a small number of LPs where clients provided investment funds without

knowing where funds were likely to be invested. Each of these LPs is known as a "blind

pool" (a "Blind Pool LP"). Some of the funds that the Blind Pool LPs have raised have

been I~nt to Fl. Finance and then re-lent to WAL.P to fund its rehabilitation projects and

operating losses. The Blind Pool LPs were largely tax-driven investments designed to

provide investors with #ax savings.

51. Details of the Blind Pool LPs existing at the time of the Cease Trade are as

follows:

a. First Leaside Select LP ("Select,

i. Select does not have any assets, other than amounts due from F'L
Finance. The majority of the funds it has raised have been lent to
FL Finance. Select paid a 7% distribution. Attached hereto and
marked as Exhibit "W" are the unaudited financial statements for
Select as at December 31, 2010.

b. First Leaside Elite LP ("Elite"~

i. Elite is a Blind Pool LP and does not have any assets, other than
an account receivable from FL Finance. The majority of the funds
that Equity has raised have been lent to FL Finance. Elite paid a
7% distribution. Attached hereto and marked as Exhibit "X" are
the unaudited financial statements for Elite as of December 31,

,. .. 2019.

c. First Leaside Premier LP ("Premier")

Premier is a Blind Pool LP and does not have any assets, other
than an account receivable from FL Finance. The majority of the
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f~r.~G ±hat Prg!?1lE'C hay ~~ise~ hu~,~e been lent tc FL Finun~e.
Premier paid a 7% distribution. Attached hereto and marked as
Exhibit "Y" are the unaudited financial statements for Premier as
at December 31, 201 D.

d. First Leaside Ultimate LP ("Ulfiimate"~

i. Ultimate is a Blind Pool LP and does not have any assets, other
than an account receivable from FL Finance. The majority of the
funds that Ultimate has raised have been lent to FL. Finance.
Ultimate paid a 7% distribution. Attached hereto and marked as
Exhibit "Z" are the unaudited financial statements for Ultimate as
at December 31, 2010.

Corporate Structure -Funds

52. A number of investors have invested in units of First Leaside trusts (the

"Funds"). The Funds were created to generate interest income for investors from the

properties already owned within First Leaside through an investment that was eligible

for tax deferred plans such as RRSPs. The Funds created access to capital for other

First Leaside entities that could be used to fund operations and rehabilitation programs

and make additional property acquisitions. Capita! raised by selling units of the Funds

was, in turn, invested by the Funds in unsecured promissory notes issued by other First

Leaside entities that already owned property. By lending to other First Leaside entities

at specified rates of interest, the Funds aimed to earn steady income that could be

distributed to investors. However, as with any First Leaside entity that made infier-

company loans, the Funds bear the risk that such loans will never be repaid.

53. Since the Funds are trusts, and not corporations, they do not form part of the

proposed CCAA filing. It is intended the# the Funds will remain inactive, except to

assert their rights as a creditor of other First Leaside entities.
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54. The OSC began investigating first Leaside in the fall of 2049 and the

investigation continues to date.

5~. I=irst Leasicie cooperated with the OSC throughout the investigation and

endeavoured to respond to each and every one of the OSC's inquiries. In total, First

Leaside provided tFte OSC with hundreds of binders of information including offering

memoranda, subscription agreements, client documents, client account statements, and

First Leasid~ financial records. Mr. Philips was also examined under oath by the 4SC.

56. In connection with this 4SC investigation, on March 5, 2011, First Leaside,

through ifs counsel, Cassels, retained GTL as a consultant to review, report, and make

recommendations about First Leaside's business, assets, affairs, and operations. GTL

is a leading- Canadian accounting and business advisory firm that provides audit, tax,

and advisory services to private and public organizations.

57. Shortly prior to retaining GTL, First Leaside voluntarily arranged for appraisals of

its various properties to be obtained in order to assess the value of the assets held in its

various entities, GTL later used such appraisals for the purpose of its analysis.

58. From March to /august 20'I 1, GTL met with First Leaside personnel to analyze

the business and prepare a report. On August 19, 2Q11, GTL released a detailed report

on first Leaside's operations ("GTL Report"). A copy of the GTL Report is attached

hereto and marked as Exhibit "AA".
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("FMV") of First Leaside's real property based, in part, on the third party appraisals of

the real property holdings obtained by First Leaside was worth mare than the third party

mortgages on the respective properties.

60. However, the GTL Report identified numerous issues that threatened First

Leaside's future viability and which continue to exist today.

61. After the GTL Report was released, First Leaside took steps to implement the

GTL Report's recommendations. It hired four additional employees to improve its

accounting resources and financial reporting.

62. On November 3, 2011, First l.easide's board of directors also took steps to

strengthen its corporate governance by appointing the Independent Committee to

assume all decision-making authority in respect of First Leaside and oversee the

Company's operations. As such, since that time, Mr. Phillips has no longer been in

charge of the management of First Leaside.

63. The Independent Committee is composed of the following individuals, all of

whom have significant business skills and experience:

(a) Leo de Bever: Chief Executive Officer and Chief Investment Officer of

Alberta Investment Management Corp. (an Alberta Crown corporation that

manages pension, endowment, and other government funds);

{b) Douglas Hyatt: Professor of Business Economics, Rotman School of

Management, University of Toronto;

(c) John Caok: President of Tormin Resources Limited and Anton Resources
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several mining companies; and

(d) Robert Gauld: a chartered accountant and farmer controller of A.

Schulman Canada Ltd.

Regulatory Issues

64. The GTL Report was provided to the OSC and IIROC immediately upon release.

In late October 2011, in response to the GTL Report and other information received

from First l.easide, the OSC informed First Leaside that, if satisfactory arrangements

were not made to deal with First Leaside's situation, they were almost certainly going to

take regulatory action including seeking a cease trade. At the same time, IIR~C

notified FLSI by letter dated October 28, 2011, that it had been designated as being in

discretionary early warning level 2 as a result of the pending regulatory action. In this

letter, {IROC advised that, pursuant to its Rules, FL.SI was prohibited from

(a) reducing that firm's capital;

(b) repaying subordinated indebtedness without [IROC approval;

(c) making bonus, loan, or capital payments to any director, officer, or afFliate

of FLSI; and

(d) reducing the "non-allowable assets" of FLSE.

65. Attached hereto and marked as Exhibit "BB" is the October 28, 2411 letter from

IIROC to David Phillips on behalf of FLSI.

66. First Leaside advised IIROC and the OSC that it was prepared to put in place

appropriate interim protective measures, but with the hope that business affairs could
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be restructured within sever! months. For example, First L~aside agreed to a voluntary

Cease Trade, which was implemented on October 31, 2011. Approximately a week

later, First Leaside agreed with the OSC that as part of the Cease Trade, the Company

would send a letter to its investors in a form approved by both the OSC and IIROC

along with a copy of the GTL Report, and to post the letter fio investors and the GTL

Report on First Leaside's website. This fetter to investors (attached as Exhibit "CC")

was ultimately sent on November 7, 2011, and provided frank disclosure about the GTL

Report, the OSC investigation, and the concerns about First Leaside's viability.

67. On November 4, 2011, First Leaside retained GTL as an independent monitor to,

in part, satisfy the OSC and IIROC that the Company was implementing a restructuring

plan and establishing rigid reporting requirements. GTL has been providing, and

continues to provide, the OSC and IIROC with regular ongoing reports about first

Leaside's financial affairs.

68. In..mad-November 2011, the Independent Committee engaged a third party

financial consultant to conduct a detailed review of the financial state of all material First

Leaside ,entities with a view to creating a restructuring plan pursuant to which First

Leaside could emerge from the Cease Trade.

69. First Leaside also recognized at that time that, in order to restructure, it would

need to conserve as much cash as passible, especially given its inability fio raise further

capital (because of the Cease Trade). As such, the Independent Committee decided to

cease all distribtations to clients indefinitely, including:

(a) distributions to LP unitholders;
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distributions made by Funds that hold promissory notes issued by other

First Leaside entities); and

(c} dividends on common or preferred shares.

7u. un iVovember 28, 2011, First Leaside sent a letter to investors (attached as

Exhibit "DD") providing notice of the suspension of distributions. There have been no

distributions since that date.

71. In early December 2011, with the input and approval of the OSC, the

Independent Committee caused First Leaside to retain my corporation as CRO. The

Independent Committee asked me to develop a workout plan for first Leaside. The

workout plan was finalized in late January 2012. The goal of the workout plan, which is

described below, is to maximize recoveries far First Leaside's stakeholders.

72. Through December 2011 and into January 2012, f considered plans to move

forward with the operations of First Leaside as well as plans to wind-up all or parts of

the business. i was cognizant of the limited cash reserves available within Firs# Leaside

under the Cease Trade and the projected time over which those reserves would be

exhausted. In that context, I took careful note of the risks and uncertainties associated

with the go-forward proposals given the significant risk of exhausting the cash reserves

before completing a successful exit from the Cease Trade. After carefully analyzing the

situation, my ultimate conclusion was that it was too risky and uncertain for First

Leaside to pursue a resumption of previous operations, including the raising of capital.

My recommendation to the Independent Committee was that First Leaside instead

undertake an orderly wind-down of operations, involving:
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(a) completing any ongoing property developrner~t activity which would create

value for investors;

(b) realizing upon assets when it is feasible to do so (even where optimal

realization might occur over the next 12 to 36 months);

(c) dealing wi#h the significant inter-company debts; and,

(d) distributing proceeds to investors.

73. It is my recommendation to the Independent Committee that an orderly wind-

down presents the best opportuni#y to maximize the recovery by investors.

74. {presented my recommendations to the Independent Committee and it approved

my recommendation that First Leaside's affairs be wound down.

75. As I will describe further below, the best way to promote this wind-down is

through a filing under the CCAA so that all issues—especially the numerous investor

and creditor claims and infier-company claims—can be dealt with in one forum under the

supervision of the court.

76. Since last fall, First L.easide has provided other updates to invesfiars. For

example, an February 8, 2012, after the decision fio wind down operations was made,

First Leaside issued an update regarding the outcome of my review of restructuring

options {attached .as .Exhibit "EE"). Then, on February 9 and 13, 2012, l held

conference calls with investors so that I could answer any questions that the investors

had regarding First Leaside's financial position and anticipated CCAA proceeding.

111. FIRST LEASIDE'S FINANCIAL SITUATION
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77. First Leaside has over $370 million in assets under management, which include

both Marketable Securities and FL Products. As I have described above, the

Marketable Securities are all intact and held by Penson. First Leaside clients will be

abEe to transfer Marketable Securities and cash to another investment dealer during the

CCAA process.

78. Wifh respect to the FL Products, it remains to be determined specifically how

much va{ue will be realized for investors on the LP units, debt instruments, and shares

issued by the various First Leaside entities.

79. first Leaside is currently indebted to its secured creditors in the approximate

amount of $176 million, and to its unsecured creditors (inciudirtg investors holding Hates

or other debt.ir~struments} in the approximate amount of $131.8 million.

80. However, since GTL reported that the aggregate value of properties in the First

Leaside exceeded the value of the properties, there will be net proceeds remaining to

provide a# least same return to subordinate creditors or equity holders (i.e., LP unit

holders and corporation shareholders} in many of the First Leaside entities. The

recovery will, of course, vary depending on the entity. At this stage, however, it is fair to

conclude that .there is a material equity deficit both in individual First Leaside entities

and in the overall First Leaside group.

81. Since equity holders are expected to receive some return, that means that, in

many, firs# Leaside entities, bath third party fang term debt (mortgages) and investor

debt (notes) will also be paid in full.
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holders, equity investors, and employees, all of which are discussed below.

83. A summary at the title searches for each of the Ontario properties, generally

current to February 16, 2012, are attached to my affidavit as Exhibit "FF"

Secured Debt

84. First Leaside has secured debt financing from banks, and unsecured debt from

related party entities and investors. Attached hereto and marked as Exhibit "GG" is a

list of First Leaside's mortgages, including the amount of the mortgage, the property it

relates to, and the mortgagee. This document contains information to the extent that it

is available. The appraised value contained in the chart is based on appraisals

obtained for the purposes of the GTL Report.

85. First Leaside's primary secured creditors are banks and investors in syndicated

mortgages (collectively "Mortgages"} that provided First Leaside with funding to acquire

and service the properties.

86. First Leaside currently has approximately a total of approximately $175 million in

Mortgages. The Mortgages relate to seven First Leaside LPs: FLEX, 1NALP, Investors,

Ventures, Spring Valley, Progressive, Retirement, and Beverages. However, since First

l.easide,only has a portfolio investmenfi interest in Beverages, and Beverages is nat one

of the entities in respect of which CCAA protection is sought, the debts of that entity are

not discussed below.
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are subject to Mortgages. Queenston Manor has a $3.67 million mortgage with Midland

Loan Services, and Growth has a $3.45 million mortgage with Peoples Trust Company

Canada.

88. WALP has $53.73 million in secured debt. Most of WALP's bank mortgages are

held by Wells largo or Keybank except for:

(a) the mortgage on the Shores property, which is held by Mid{and Loan

Services; and

(b) the mortgage on the Sedona property.

89. The Sedona property was mortgaged using a syndicate of non-accredited

investors through Mortgage Fund. As a result of the mortgages, no WALP properties

are held free and clear of encumbrances.

90. Ventures has $75.5 million in secured debt. Approximately $77.78 million of that

debfi is held by fihe Toronto-Dominion Bank ("TD") on three separate properties.

Additionally, there are two mortgages on each of two Ottawa properties held by

Ventures: $3~.~4 million in mortgages held by Canadian Imperial Bank of Commerce

("CIBC") and KingSett Capital on the Redwoods property, and $27.18 million in

mortgages held by the same two financial institutions on The Palisades Retirement

Residences property. Ventures also has a $515,000 syndicated mortgage on the

Vernon property. The mortgages were raised through Mortgage Fund.

91. Retirement also has $33.9 million in Mortgages. Retirement's WhiterocEc property

is subject to a $5.4 million mortgage held by Fisgard Capital Corporation. The
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Union, and $3 million in favour of Henry E. Hildebrand and Grace Hildebrand.

92. Investors is subject to $2.13 million in Mortgages on finro properties. The

Harmony property is subject to a $1.23 million mortgage with TD Bank. The Mill St.

property has a $900,004 mortgage with Peoples Trust Company Canada.

93. Progressive has a $1.65 million mortgage with Peoples Trust Company Canada

an the Cemetery Road development.

94. Spring Valley has a $910,827 mortgage that is held by Wells Fargo.

95. Finally, FL. Services has a $831,664.87 secured loan wi#h TD.

Construction Liens

96. As noted above, there are also eleven construction liens filed against four First

Leaside entities including FLEX and First Leaside Realty li (nc., and the Victoria St.

Building and the Entities' owned property. The total amount of these construction liens

is $3,446,276.29. However, one of the liens, in the amount of $13,034, is filed only

against one of the Entities' proper#ies, and not against either the Victoria St. Building or

the other Entities' property.

Unsecured Creditors

97. The total amount of unsecured creditor debt is $137.8 million. This unsecured

debt is owed by FLWM, FLEX, WALP, Investors, Progressive, and Mortgage Fund.
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~~. FL,WM has $18.3 million in investor debt that has been raised through the FLWM

Fund, Special Notes Limited Partnership, and Special U.S. Notes Limited Partnership.

99. FLEX has $16.4 million in investor debt that it raised through Development Notes

and FLEX Fund. The debt raised through the Development Notes pays an interest rake

of 7.75%, and the FLEX Fund debt pays an interest rate of 6%.

10Q. ~L Finance has borrowed $27.9 million from within First Leaside and lent $10.2

million to other LPs. Further, FL Finance has acquired $16.66 million in LP units

through investor redemptions at a rate of $1 per LP unit

101. WALP has raised $68.2 million in debt from First Leaside investors. WALP

raises debt at the Master Texas, Master Sherman, and Sedona levels #hrough the First

Leaside Fund, First L.easide Properties Fund, and Wimberly Fund. Master Texas has a

total of $53.8 .million in investor debt: $43.3 million through First Leaside Fund and

$10.5 million #hrough Wimberly Fund. Master Sherman has a total of $14.37 million

investor deb# raised sale(y through first Leaside Properties Fund. Master Sherman has

also issued a $500,000 promissory note.

Equity Investors

102. First Leaside has raised approximately $199.2 million in equity to date through

the sale.of LP units and common and preferred shares. Set out below is a breakdown

of the investor equity investments (based on the purchase price of the equity, but

excluding the effect of losses and distributions of capital in the LPs} per First Leaside

entityr: .... .
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(a) FLWM — $30.6 million;

(b) FLEX -- $37.8 million;

(c) WALP — $45.3 million;

(d) Realty I & II — $4.5 million;

{e) Acquisitions — $'i.8 million;

(f} Investors — $6.7 million;

(g) Progressive — $14.9 million;

(h} Universal — $5.8 million

(i) Ventures -- $14.4 million

(j} FLWM Holdings -- $3 million

(k) Spring Va11ey -- $2.2 million

(I) Select-- $3.6 million

(m} Elite ~- $6.7 million

(n) Global -- $9.2 million

(o} Premier — $5.6 million

(p) Ultimate — $3 million

{q) Visions I & II — $4.2 million

(r) Mortgages - $11.6 million

103. Equity structures vary from one First Leaside entity to another. FLWM, for

example, has three series of preferred shares that pay dividends at differing rates.
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FLWM also issues common shares. In contrast, FLEX has only on@ form of equity

ownership.

Employees

104. Up unfit the fall of 2011, First Leaside had approximately 50 employees.

However, due to downsizing over the last several months and the decision to wind down

operations, approximately 30 employees have been temporarily laid off or terminated.

Currently, First Leaside employs 19 salaried employees. First Leaside expects to

reduce its workforce to approximately 11 people by month end.

105. First L.easide's current monthly payroll obligation, including CPP and EI

contributions, is approximately $70,650. Payroll is due semi-month{y.

106. First Leaside will take steps to ensure tha# it has only the bare minimum of

employees necessary to provide information and to support a restructuring process. In

particular, during the CCAA process, it is likely that staffing levels will be reduced

further, especially as properties are sold.

IV. FIRST LEASIDE'S FINANCIAL TROUBLES

107. First l.easide's success in developing and rehabilitating real p~aperty is

predicated on achieving certain levels of rental revenues and not exceeding certain cost

thresholds. Unfortunately, due to the recent recession and its negative impact on the

real estate markets in C3ntario, British Columbia, and Texas, it has become difficult to

achieve First Leaside's estimated rental revenues. Additionally, the capital rehabilitation

costs have been higher than forecasted.
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108. Moreover, the Cease Trade that First Leaside implemented placed severe

financial constraints on the Company. Almost every First Leaside business unit

depended on the ability of ~LWM and its subsidiaries to raise capital from investors.

Additionally, FL.WM depended on a primary revenue stream of brokerage and other fees

from or in connection with new capital and other services provided by First Leaside

entities. In turn, the various LP investments in real estate and commercial enterprises

relied on ready access to new capital from investors as well as regular operating cash

flow from FLWM. The inability to access fihe capital market had a significant negative

effect on the Company.

109. As noted above, Firs# Leaside's inability to raise capital had detrimen#al effects

on almost all of its business units. For example, First Leaside made a series of

investments in R&D technology start-up businesses that are owned by Visions I & ll.

These businesses depended on FLWM's ability to raise working capital. Since the

Cease Trade, although one of the businesses has located a third parfy financing

commitmen# #hrough the next operating cycle, the others are facing a cessation of

operations.

110. .There are also immediate cash flaw crises at FLWM and virtually every LP. An

analysis of the current net asset value in FLWM and almost every LP indicates a

substantial loss of inves#or value.

9 91. FLWM's financial position has decreased substantially since November 2011

when the Cease Trade was implemented. FLWM's cash reserves have fallen from $2.8

million to $1.6 million at the end of January 201 Z. Absent new cash from asset
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disposals, current reserves will be exhausted in April, There are no recurring revenue

streams from asset managemen# at presen#. However, FLWM maintains its $2.0

regulatory capital in FLSI.

112. On December 31, 2011, Ventures defaulted by failing to make a principal

mottgag~ payment of $4.25 million which was awing to KingSett. KingSett has issued

a default notice and such default has also caused a default in respect of indebtedness

awing to CIBC in respect of the same properties.

113. Investors' Harmony property does not generate sufficient net operating income to

service its mortgage. Absent cash flow from ~LWM, a default is imminent.

114. In addition to the problems flowing from the recession and other factors set out

above, First Leaside has a{so faced regulatory actions that have proved costly.

'f 15. The two year OSC investigation of First Leaside cost the Company substantial

amounts in terms of out of pockefi expenses in addition to the internal resources of First

Leaside which were diverted away from normal operations. The result of the

investigation was an agreement by First Leaside to implement the Cease Trade. The

Cease Trade resulted in lost agency and business development flees for FLWM.

116. The cumulative effect of the events described above have left First L.easide with

a number of properties at various stages of development, but without liquidity or

refinancing options to rehabilitate fihe properties and execute ifs business plan.

117. Despite these defaults (including the failure to pay for construction work and the

resulting construction liens), First L.easide has generally been able to make regular
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sufficient revenue to carry the corresponding mortgage, given the cash constraints on

the Company, it will be difficult for First Leaside entities to make mortgage payments in

the near future, especially given the need to expend monies on property development

and upgrading activities which are necessary to realize proper value when properties

are sold. Although First Leaside has generally been making monthly payments of

principal and interest on mortgages when due, it will not be able to do so in fhe fufiure,

given its cash constraints.

V. THE PROPOSED PLAN

Introduction

118. As CRO, I have determined that there is no viable plan to continue First Leaside

as a going concern in light of the risks related to the go-forward strategies that l have

considered and the limited cash reserves for pursuing those strategies. The largest net

debtors are FLWM, WALP, Ventures, and FLEX. These entities are unable to repay

their inter-company balances from operating cash #lows, thereby affecting investor

interests in other entities. There is also insufficient net asset value in these entities to

settle the intercompany balances through the immediate liquidation of assets.

119. Thus, the intended plan, which has been approved by the Independent

Committee, is to effectuate an orderly wind-down of First Leaside's operations over a

period of time and in a manner that will create the opportunity to realize improved net

asset value.
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1~p, First Leasid~ will, in an organized fashion, divest i#self of assets, including the

accounting firms it owns in Alberta and British Columbia and FLWM's artwork portfolio.

First Leaside will also negotiate the sale of the majority interest in Beverages and

PrimeT~me. This sale Es expec#ed to provide working capital to FLWM.

12'1. Second, as !have noted above, First L.easide c{ients hold substantial Marketable

Securities through FLSI which are in segregation at Penson. Since FLSI will wind down

operations, there is no need for clients to continue to hold the Marketable Securities or

available cash balances at Pennon. Accordingly, as part of the CCAA order being

sought, FLSI wishes to allow clients to transfer the Marketable Securities and cash to

another investment dealer. FLSI will cooperate in this process. First Leaside is also

con#ent to have certificates or other documents at Penson which evidence FL Products

to be delivered to a new investment dealer.

122. FLSI also holds approximately $2.0 million in regulatory capital consisting of

$1,741,000 of risk adjusted capital plus $250,040 in minimum capital. first Leaside has

been in discussions with IIROC concerning the uses to which the regulatory capital can

be put, especially after the Marketable Securities are transferred to new investment

dealers. first Leaside has agreed to address fIROC concerns by restricting the event

of the application of the proposed Directors' and Officers' Charge to F'LSI assets.

Other Possible Asset Sales

123. Queenston Manor has been listed for sale, and First Leaside's management is

currently considering an offer that has been made on the property. The sale may
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purchase and sale is signed, First Leaside will bring a further motion for sale approval.

124. Further, the Company intends to sell FLWM's ownership interest in PrimeTime

Living LP, with the approval of Progressive, F'LWM Holdings, and Universal; and

FL.WM's interest in Beverages, with the approval of FLWM, ProgrESSive, FLWM

Holdings, and FL Beverages Group l.P. The Applicants will seek court approval of such

transactions.

Refinancing of Ventures

125. Many of the properties That Ventures awns were acquired in the summer of 2011.

Far example, on August 26, 2011, First Leaside completed the purchase of Redwoods

and Palisades from KingSett Real Esfiate Growth LP No. 2 for $65 million, part of which

purchase price was satisfied through the assumption of an existing CIBC mortgage.

KingSett also holds a second mortgage an the properties.

126. On September 8, 2011, First Leaside purchased The Shores, Cherry Park, and

Orchard Valley {retiremenfi residences in British Columbia) far the aggregate amount of

$25.4 million, $19.4 million of which was financed by a mortgage from TD.

127. At the time of these purchases, First Leaside had always intended to de-leverage

the properties through several means. First, First Leaside had intended to sell further

LP units to raise approximately $25 million in additional capital. Those funds could be

used to complete development work on some of the properties and also reduce the

mortgage debt. First Leaside had also planned to sell a number of condominium units
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this process. Because Ventures has not been able to raise more capital, the KingSett

mortgage defaulted (regarding payment of principal) and there are issues of unpaid

contractors on some of Ventures properties in British Columbia.

128. Given the Cease Trade, Ven#ures has been attempting to raise new capital from

other sources, under the supervision of the OSC. On February 15, 2012, Ventures and

Bridge Gap Konsult Inc. ("Bridge Gap"}, a German firm, signed anon-binding term

sheet to sell further LP units and also obtain bridge financing for Ventures. The

#ransactions contemplated by the term sheet are subject to court approval in this CCAA

process as well as consent of the OSC under the Cease Trade. Attached hereto and

marked as Exhibit "HH" is a copy of the Ventures-Bridge Gap term sheet (the

"Ventures Term Sheet").

129. The Ventures Term Sheet contemplates That Bridge Gap will:

(a) in the near future provide ashort-term bridge loan of $10 million which will

be used as follows:

(i) approximately $4,500,000 will be used to pay down the principal

amount of the KingSett mortgages over Ventures' property;

(ii) approximately $5,4QQ,000 will be used to fund working capital and

contractor costs; and

(iii) $50Q,000 will be used for financing fees; and

(b) subsequently make a $25,00O,000 investment in Ventures (the "Bridge

Gap Equity Investment"') by way of LP units.
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negofiiate with Bridge Gap so that a definitive bridge loan agreement can be prepared

and signed.

13'1. The Bridge Gap Equity Investment will fikefy take further time to conclude,

because Bridge Gap needs to obtain funding from investment vehicles in Germany and

is first required to obtain approval of German financial regulators.

132. The bridge loan (as subordinate debt) and the Bridge Gap Equity Investment (as

equity) are intended to be subordinate to the existing mortgages, including those of

CIBC, TD, and KingSett,

133. On February 21, 212, ! (along with other First Leaside representatives, including

the proposed Monitor) held meetings with representatives of CIBC, TD, KingSett, and

Laurentian Bank and their counsel to discuss the proposed CCAA filing. At the

meetings, those creditors expressed concerns about the proposed CCAA proceedings,

especially the fact that the proposed Administrative Charge and Directors' and Officers'

Charge (collectively, the "Charges") would take priority over those lenders' mortgages.

Concerns were also expressed about whether the transactions contemplated by the

Ventures Term Sheet would be completed.

134. Following the mee#ing, First Leaside considered the lenders' objections and

received input from the IndEpendent Committee. As such, First Leaside made the

decision that the following limited partnerships would not, at this initial stage, be brought

within the scope of the CCAA initial order (collectively, the "Excluded LPs"):
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(b) First Leaside Retirement Residences {Okanagan) Limited Partnership

(c) Cherry Park Retirement Residences Limited Partnership

(d) Orchard Valley Reti~~rnent RPSic~~nc:P~ I j~njtac~ Part~,~r~hi~

(e} The Shores Retirement Residences Limited Partnership

(fib The Redwood Retirement Residences Limited Partnership

(g) 100 Isabella St. (Ottawa) Limited Partnership and

(h) 480 Metcalfe St. (Ottawa} Limited Partnership

135. First Leaside has reserved its right to later bring a motion to extend fhe CCAA

initial order and stay to the Excluded LPs and thereby bring them into the CCAA

process.

136. For the near term, however, First L.easide intends to introduce Bridge Gap to

these lenders so that the lenders can assess the viability of the transactions

contemplated by the Ventures Term Sheet. First Leaside also intends to discuss other

opfions far the property of the Excluded LPs in the event that the Bridge Gap equity

investment and .bridge loan are not put in place.

WALP

137. The WALP properties have, in the past, needed cash for ongoing renovations.

However, after considering matters in depth, First L.easide has determined that it does

nat need to immediately seek bankruptcy protection for the U.S. LPs under the USBC.
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improve the financial viability of the LPs which WALP owns, so that they can be self-

supporting until the completion of a realization strategy. First, A am closely monitoring

WALP's aggressive strategy to increase occupancy of the U.S. properties by the second

quarter of 2012, so that revenues wiEl increase.

139. Second, a number of the U.S, properties--including Pointe, Crossing, and

Sedona—are currently listed for sale. If necessary, the proceeds received from the sale

of a handful of U.S. properties can be used to fund completion of the other U.S.

properties. Expressions of interest have been received from ~F8 potential purchasers.

First Leaside has also received a number of ofFers, which we are currently considering.

140. Third, I have taken steps to conserve the amount of cash in the U.S. properties

by de#erring,capital improvements where feasible.

141. Assuming that increased rental revenues and decreased capital spending can be

achieved, I have forecast that the U.S. properties wil( be self-sustaining in 2072, even

without selling any properties.

142. The cash-on-hand in the U.S. properties is largely held at the level of the

individual properties (i.e., the Texas LPs), not at the level of WALP. Thus, although the

general partner of WALP is one of the parties seeking CCAA protection, the U.S. LPs

intend to continue to operate (i.e., paying their mortgages and ongoing expenses) in the

normal course despite any CCAA order.
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143. In the event that the above-noted measures are not sufficient to maintain the

U.S. properties in an adequate financial state, First L.easide may need to consider

seeking protection from creditors under the USBC. It may also be necessary to seek

such relief in the event that mortgagees on the U.S. proper#ies declare defaults or

attempt to enforce their security by reason of cross-defaults caused by the CCAA

proceedings.

144. As part of the wind-down, the long-term plan is eventually to sell all of the U.S.

properties. However, given the need to conduct capital improvements on some of them

as well as the currently weak real estate market in Texas, First Leaside may be required

to operate a number of the properties for one or more years before an acceptable sale

can be achieved.

Vl. PROJECTED CASH FLOWS

145. A copy of the Applicants' consolidated projected weekly cash filows will be

appended to the Pre-Filing Report of GTL as proposed Monitor, which report is also

being filed in support of the CCAA application.

VII. INITIAL CCAA ORDER SOUGHT

Stay of Proceedings

146. As a result of the financial condition of First Leaside, many creditors will likely

commence enforcement proceedings against First Leaside, including lenders and LP

investors seeking to recover amounts they have tent to and invested in first Leaside. A

stay of proceedings is essential for the protection of First l.easide's business and the
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to develop, refine, and implement its wind-down plan. It will also allow First Leaside,

with tine assistance of GTL as the proposed Monitor in the CCAA proceedings, to

develop a claims process for First Leaside investors so that that realizations can be

distributed amongst the investors in an equitable manner, with Court approval.

Monitor

147. GTL has consented to act as Monitor in First Leaside's CCAA proceedings, if

such relief is granted by this Court. An executed consent of GTL to act as Monitor will

be filed with the court at the hearing of this application.

Appointment of a GRO

14$. Although I have acted as CRO since December 2071, First Leaside is seeking

confirmation and approval of my existing appointment during the pendency of the CCAA

proceedings.

749. Given the relationship between First Leaside and its investors, and the poten#ially

strained relationship between management and other stakeholders, First Leaside

believes that the appointment of a CRO in these proceedings is critical to ensuring

independence and objectivity during the restructuring process.

150. I have over 25 years of experience in providing strategic advice and leadership to

business organizations. I was a partner in the Financial Advisory Services practice at

Deloitte LLP, where I specialized in corporate restructuring and corporate finance. In

2003, !left Deloitte to set up my own business, G.S. MacLeod &Associates Inc. In this
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reorganizations and transactions to mid-market companies and their stakeholders.

have significant experience working as a CRO, including in relation to Hunjan

Au#omotive, Bob-Lo Island, Brig Manufacturing, Great Lakes Fish Company, and

Seaquesf Corp./Seaquest Capital Corp. I am a Chartered Accountant, Chartered

insolvency and Restructuring Professional, and licensed bankruptcy trus#ee.

751. I was retained by First Leaside as CRO on December 6, 2011, and intend to

cantinu~ in my capacity as CRO with the approval of this Court.

152. First Leaside is seeking the approval of the appointment of a CRO and an

indemnity and charge relating to the fees and expenses of the CRO. Such charge is

part of the Administrative Charge that First Leaside is seeking, described below.

Cash Management

953. Traditionally, the various en#ities constituting First Leaside have used TD as their

banker and have maintained multiple current accounts {in excess of 50) at such bank.

Many of such accounts have limited activity and balances.

154. 4n February 21, 2012, counsel for TD advised that the bank will require First

Leaside to reduce the number of accounts That it maintains. Although First Leaside is

prepared to do so, such consolidation will, in effect, create some version of a cen#ralized

cash management system whereby balances from multiple entities are combined in a

smaller number of accounts. However, the reduction of the number of accounts will

make the control and review of First Leaside's financial affairs easier for both the
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Campany and the proposed Monitor. Far purposes of a CCAA order, Forst Leasid~

seeks permission to establish a centralized cash management system.

Payment of Professional Fees and the Administrative Charge

155. I believe it is in the interests of First Leaside and all of its stakeholders that Firs#

Leaside's legal advisors, fhe CRO, the Monitor, and the Monitor's proposed counsel

(Blake, Cassels &Graydon LLP) (collectively, the "Estate Prafessionals~) assist First

L.easide throughout this process to proceed with the proposed wind down. The process

will be complicated. The institutional knowledge that the Estate Professionals currently

possess is invaluable given the complicated nature of First Leaside's structure and

financing.

X56. Further, the Estate Profiessionais will be working with over 1,200 stakeholders to

wind-up First L.easide. This will likely be atime-consuming process that will involve both

fihe institutional knowledge and skills of the Estate Professionals.

157. Consequently, it is necessary for First Leaside to pay the reasonable fees and

disbursements of the Estate Professionals and at is appropriate that the Estate

Professionals be granted a charge in the total amount of $1 million (the "Administrative

Charge."} on the assets of First Leaside as security for amounts owing by First Leaside

to them. It is proposed that the flees of all of the Estate Professionals—except counsel

to the Independent Committee (who are proposed #o come within the D&O Charge)—be

secured under the Administrative Charge.

Allocation o~ Restructuring Costs
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various Applicants, where passible, their fees and disbursements associated with fhe

restructuring. That wi11 likely require the professionals to open multiple files, each of

which relates to work pertormed on specific Firsfi Leaside entities or groups of entities.

D&O Gharge

159. Although I am, in essence, instructed only by the four members of the

Independenfi Committee, there are 17 independent directors of First Leaside entities. I,

along with the First Leaside directors and officers, have knowledge of the properties,

have had ongoing discussions with stakeholders, and have been involved in

negotiations with third party investors and developers. There is a significant amount of

information and experience in the possession of directors that is necessary to support

the restructuring and maximize First Leaside's value.

160. Realistically, it is unlikely that the Independent Committee or other directors

would continue their service to First Leaside during CCAA proceedings without an

indemnity. In fact, members of the Independent Committee have already advised that

they wished fa resign from their position in order to minimize their personal liability.

First Leaside was able to convince them to remain as directors for the time being,

alfihough their Long term service is in question, especially if they may be exposed to

post-filing liability.

161. First Leaside currently does not and historically has never had—directors' and

officers'. insurance ("DSO Insurance"). Although the Independent Committee tried to

secure insurance in 2011, it nos not been able to do so until now at reasonable rates
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Leaside's problems were already apparent and the regulators' investigation was well

underway. Efforts #o obtain D&O Insurance continue, although any insurance that is

obtained is likely to provide minimal coverage.

162. First Leaside is seeking an order under the CCAA tha# provides for the

indemnification of the directors and officers by First Leasid~ for any post-CCAA #fling

liabilities, and that grants to the directors and officers (and their counsel, for fees) a

charge on all of First Leaside's assets in the total amount of $250,000 {the "D&O

Charge") as security for such indemnification. Since the D&O Charge relates fo post

filing liabilities, such figure has been established by taking into account the above-noted

ongoing liabilities to employees for wages and vacation pay.

163. First Leaside is requesting that the D&O Charge rank second in priority, behind

the Administrative Charge.

164. On February 22, 2Q12, the Company, at the direction of the Independent

Committee, #ook steps to establish a trust called the "First Leaside Independent

Committee Trust", in favour of the non-management directors of FLWM and their

designates (including the CRO) in the amount of $250,000. The purpose of the trust is

to pay legal expenses and claims, settlements or judgements from any legal actions

commenced against such directors based on claims for actions taken or failed to be

taken before the date of this CCAA filing. The proposed trustee is Arden Cornford.
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165. First Leaside has aver 1,200 investors who have invested their money (loans and

equity) in various LPs, trusts, and corporations of the First Leaside group.

166. Given the large number of individual investors in First Leaside and the difficulty

that investors would individually have in getting their voice heard in this restructuring,

Firs# Leaside seeks the appointment of a we{I-known and experienced law firm to act as

representative counsel to such investors.

167. Appointing representative counsel wi{! enable First Leaside to put in place an

efficient and effective communication plan, and will assist in the implementation of tha

wind-up plan. further, representative counsel will ensure that those investors who do

not opt-out of representation will be adequately represented in the CCAA proceedings.

168. First Leaside is seeking an order under the CCAA that both appoints Fraser

Milner Gasgrain LLP ("FMC") as representa#ive counsel, authorizes an initial maximum

amount of $150,000 for legal fees and includes the fees of Representative Counsel in

the Administrative Charge.

169. FMC has served as representative counsel on at least one prior occasion when it

represented the 26,000 investors in Porous Alternative Asset Management Inc. (and

relafied companies) in bankruptcy proceedings.

X70. The Applicants are proposing that Shayne Kukulawicz, a partner at FMC, be the

lead lawyer at FMC wha acts as representative counsel. FMC has conducted a conflict

search and confirmed that it is able to act in this matter. 1 also believe that Mr.
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discharge his responsibilities to investors fully and to act independently of First Leaside.

171. I have already spoken with a number of First Leaside clients about representative

counsel. One of these people, Steve Rosenberg, is apparently an investor who has

been in contact with dozens of other investors and was (within the last week) seeking

potential counsel for investors. Around February 17, 2012, l spoke with Mr. Rosenberg

and explained the CCAA process and discussed the possibility of representative

counsel. I later sent a follow~up e-mail to him to explain the concept of representative

counsel. Mr. Rosenberg also informed me, and I believe, that he spoke with Mr.

Kukulowicz on February 18, 2012, and that it was a "good conversation".

172. On February 18, 20'f 2, I also exchanged e-mail messages with two other

investors, Keith and Lois Warden, to explain the rationale far, and role of, representative

counsel.

173. Mr. Kukulowicz has also advised me, and 1 believe, that he and other members

of FMC have also made contact with a number of investors to ~xpfain the possibility of

appointing representative counsel. He has also advised me that investors have, in

general, been eery supportive of the potential appointment of representative counsel.

174. It is not the intention of First Leaside to exclude the participation of other counsel

on behalf of individual investors. As such, the proposed CCAA order a{lows investors to

provide representative counsel with written notice if they do not wish to be represented

by FMC, thereby creating an "opt-out" process. However, since it would not be
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e~on~mically fusible fir First Leaside to fund numeraus counsel for individual

investors, parties that opt-out would have to bear their own legal fees.

Priority of the Administrative Charge and the D&O Charge (collectively, the
"Charges")

175. Since many of First Leaside's real praperfiies have values which exceed the

amount of their underlying mortgages, the proposed charges will likely b~ borne by

subordinate creditors (tike noteholders} and, in some cases, by equity holders.

However, it is these s#akeholders who have the most to gain from an orderly liquidation

process which maximizes value, thereby creating a potentiafiy greater surplus after

mortgages are paid.

176. The cumulative amount of the Administrative Charge and the D&O Charge would

be $1.25 million. That amount is about 1% of the gross value of first Leaside's real

estate assets according to the appraisals referred to in the GTL Report (on page 66).

777. The restructuring will, admittedly, have a cost. However, I believe that the cost of

restructuring is likely to be significan#ly higher if realization of assets occurs in a

piecemeal fashion, especially given the large number of creditors and the extensive

inter-company loans.

178. First L~aside needs a coordinated process to:

(a} operate the various properties during the wind-down;

(b) market and sell properties;

(c) accept and adjudicate claims #rom equity-holders, debt holders, trade

creditors, construction lien claimants, and mortgages; and
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in the Firs# Leaside group (including payment of inter-company debt).

179. 1 believe that the most efficient and least expensive way of dealing with these

matters is through a coordinated CCAA process.

780. Should the Administrative Charge and D&O Charge not be approved, First

Leaside would be unable to proceed under the CCAA and First Leaside's other

stakeholders would be significantly prejudiced.

Vtll. CONCLUSION

181. If First l.easide is provided with a reasonable period of protection, First Leaside's

goal is to refine and implement awind-dawn plan that would maximize value for its

stakeholders. The granting of the relief requested also provides a single forum for the

numerous stakeholders ofi First Leaside.
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unpalatable requirement of abandoning multiple properties (i.e., those without

immediate access to funds). Given the numerous and diverse nature of the

stakeholders of First L.easide, it is foreseeable That numerous parties would take

individual remedies and there would be layers of costly litigation and an ovErall

diminution of stakeholder recoveries. I believe that such a meltdown would result in the

loss of significant value for all stakeholders.

SWORN before me at the City of Toronto )
In the Province of Ontario, this 22nd day of }
February, 2012 )

/ ~" ~` D

A Commissions , e Gregory MacLeod
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Caurt File No. CV-12-9617-OOCL

.~►~~~1:7Cs~
SUPERIOR COURT OF JUSTICE

Ct)MMERCIAL LIST

THE MQNOUF~AB~E MR. } THURSDAY, THE 23RD

JUSTICE DAVID M. BRt~WN } DAY OF FEBRUARY, 2412

IN THE MATTER OF THE COMPANIES" CREAITORS ARRAIUGEMEfV7" ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE t?R ARRANGEMENT
CJF Firsfi L.easide Wealth Management Inc., First seaside Finance tnc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
Firsfi Leaside Accounting and Tax Services Inc.y First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capita!
tnc., First seaside Realty IN Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1p45517 Ontario Inc,, 1024919 Ontario Inc.! 1031628 Ontario
Inc., 1056J71 Ontario Inc., 137"6g95 Ontario Inc., 1437290 Ontario Ltd.,
1244428 C3ntario Ltd, PrestonOne Development (Canada) Inc., PrestonTwo
[?eve#apnnent {Canada) Inc., PresfionThree Development (Canada) Inc.,
Preston~aur Development Canada) Inc., 2068543 Ontario Irtc,, 2088544
Ontario Inc., 2088545 C}nt~rio Enc., 1331607 t~ntario Inc., Qu~enston Manor
General Parkner Inc., 1408927 Ontario Ltd., 2407738 Ontario Inc., 't418361
Ontario k,td., 2128054 Ontario Inc., 20fi9212 Ontario Inc., 1132413 Qntario
Inc,, 20f7171 On#ario Inc., 2085306 Untaria Inc., 2059A35 Ontario Inc.,
2086218 C}ntario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049415 Ontario Inc., 1449016 C3ntario Inc., 2807804
Ontario Inc., 2019418 Ontario Inc., FL Research Management 1nc., 870877
Qntario Inc., 103't628 Ontario Inco, 10A5516 Ontario Inc., 2p04516 Ontario
Mnc., 21 J2341 Ontario Inc., and First seaside Fund Management Inc. (each,
an "Applicant" and collectively, the "'Applicant")

INITIAL ORDER

T~!!S APPLICATfON, made by the Applicant, pursuant to the Companies'

Creditors Arrartgemenf Act, R.S.C. 1985, c. C-36, as amended {the "CCAA") was heard

this day at 330 University Avenue, Taranto, Ontario.

1. ekal"7 l X17362 8
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ON READING the a~dau~t caf Gregary MacLeod sworn February 22, 2012 (the

"̀Mac~ec~d Aff~dav~t99} and the ~x ►bits thereto, and the Pre-filing Repot of Grant

Thc~rr~tan ~.~mit~d as the Pfaposed Mani#or, and on hearing the submissions ~f counsel

for the Applicant, the pPapcased Monitor, fhe propcased Representative Counsel, fihe

Ontaria Securities Commiss~an, the Investment Industry Regulatory t7rganization of

Car~ar~a, the Taranto-Dominion Ban9c, the Canadian Imperial Bank of Cc~nnmerce, ar~d

KingSett Capita4, r~o one appearing for the other parties on the service list a#ths~ugh duly

served as appears from the affidavit of service of Patricia Hocrgenband sworn l~ebruary

~2, 201 and on reading khe consent raf Grant Thornton Limsted to act as the Manitc~r,

THIS ~~tlRT CJRDERS that the time for service of the Notice crf Application grad

~h~ Application Record is hereby abridged and validated so that this Application is

prc~eriy returnabi~ today and hereby dispenses wath further service th~rec~f.

r~

2, THIS COUfi2T ORDERS AND DECir4RES that the Applicant is a company to

w4~ich the CCAA applies. Although not an Applicant, the limited partnerships listed ire

Schedule "f~„ to this Order (thy "LPs"~ shaft enjoy the benefits of and the prrrtectic~ns

prcavided tt~ the Applicant by this order. {The Applicant and the LPs are hereinafter

~eferr~d tc~ cflllectively as "First L~aside",}

1N(~ COURT C3RDER~ that, for greater certain#y, fihe terms of this order shelf

r at apply #a t ~ ~ollbw~ng limned partnerships (collectively, the "Excluded LPs"}:

~a) First Leas~de Retirement Residences (4ttawa) Limited Partnership

(b) First Leas~de Retirement Residences (Okanagan) Limited Partnership

(c) Cherry Park Retirement Residences Limited Partnership

(t~) t~rchard Valley Retirement Residences Limi#ed Partnersl7~p

(e} The Shares Retirement Residences Limited Partnership
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(f} i~~dwood Retirement Residences {Ottawa) Limited Partnership

(g) 100 Isabella Street (G~ttawa) Limited Partnership and

(h} 48~ Metcalfe Street (C~tfiawa) Limited Partnership

(hereafter, the Excluded LPs identified in (a), (fl, (g), and (h) above shall be referred

to as the "C}ttawa Excluded LPs" and the Excluded LPs identified in (bj, (c), (d), and

{e) ~bov~ shall k~e referred to as the "Okanagan Excluded LPs")

4. THlS COURT ORDERS that the provisions of this order shall not extend to any

general partner of the Excluded LPs to the extent that such generaC partner exercises

powers for or on behalf of the Excluded LPs, holds property on behalf of the Excluded

LPs, or owes liabilities in respect of the Excluded LPs

5. THIS COURT QRDERS that, far greater certainty, Canadian Imperial Bank of

Commerce ("CIBC'), KingSett Mortgage Corporation ("KingSett") and Toronto-Dominion

~3ank ('°TQ'") shall be unaffected creditors and nok stayed by car ofiherwis~ subject to the

terms of this Order in respect of the Excluded LPs.

G. THIS COURT ORDERS that that no payments, funds or other transfers of

value shall be accepted or received by First Leaside from the Excluded LF's, save and

except to the extent approved by agreement in writing by CIBC ancf KingSett with

respect to the Ottawa Excluded LPs and by TD with respect to the Okanagan Excluded

LPs.

7. THl~ CC?URT ORDERS that the Applicant is at libe~ky, at any time, on s~verr

days' notice to CIBC, KingS~tt, and TD, to seek an order extending the scope of these

proceedings and the provisions of this order to inc}ude the Excluded LPs.

PLAN OF ARRANGEMENT

8. THIS COURT ORDERS that the Applicant shall have the authority to file and

may, subject to further order of this Court, file with this Cou~k a plan car plans of

cam~romise car arrangement (hereinafter referred to as the "Plan"}

f~c~;~l*7197362.8
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PC~SSE5SIC7Y~i C}F PFtOP~RTY AND OPERA7IQNS

~J". THIS Gt~URT c~RQERS that First Leaside si~alk remain in pass~ssion and controf

cif its current end future assets, undertakings and praperties cif every nature and kind

whaksaever, and wherever situate including all proceeds thereof {'the "`Property"}.

Subject ~o further Carder of this Court, First Leaside shall continue to carry can its

business ire ~ m~nrrer consistent wikl~ the preservatie~n ofi its busirl~ss (the "Business")

ar~d Property. first Leaside shall be ~uthnrized and empowered to continue to refiain

anci employ tie ~n~ployees, consultants, agents, experts, ~ccount~nts, cc~unsek and

such ether persar~s (coElectively '•Assistants"} currently retained car employed by it, with

liberty to retain such further Assistants as it deems reasonably necessary or desirable in

tt~~ ~rdi pry course cif business ar for the carrying out of ti~~: terms of this Order.

10. THIS GQURT OR~3ERS that First Leaside shall be entitled to implement a cents!

cash rr~~nager~~ent system as described in the MacLeod Affidavit ~r replace it with

another substantially similar central cash rT~~nagement system (the "Cash Man~gerr~ent

Syst~r~"} and that any present ar future bank providing the Cash Management Syst~r~~

shill nc~t be under any t~bligatir~n wh~tsc~ever to inquire into the propriety, validity car

legality of any transfer, payment, collection or other action taken under the Cash

Management System, or as to the use or application by First seaside Qf funds

transferred, paid, collected car otherwise dealt with ire the Cash Management system,

steal( be entitled tc~ provide the Cash ManagerY~ent System without any liability in respect

thereof tc~ any Person (as hereinafter defined) other than First Leasicie, pursuant to the

terms ref the c~c~cumentation applicable to the Cash Management System, and sh~li be,

i~ its capacity ~s provider of the Cash Management System, an unaffected creditor

under the Plan with regard t~ any claims or expenses it may suffer or incur in

cc~nn~ction with the prevision of tt~e Cash Management System. Tire bank ~ccQUr~ts of

first Leaside Securitwas {nc. {"FLSI") shall not form part of tf~e Cash Management

System.

11. THIS COURT ORQERS that First Leaside shall be entitled but not required to

pay the following expenses w~lether incurred prior to or after this C}rder:
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{~) all outstanding end future wages, salaries, employee ar~d pension benefits,

vacation pay and expenses payable an or after the date of this Order, rn each

case incurred in the ordrn~ry course of business and cansistent with existing

compensation pr~licies and arrangements; and

{b~ the fees end disbursements of any Assistants retained car emplayed by First

seaside i respect cif these p~aceedings, at their standard rates and charges.

°f 2. TNIS Ct7Ui~T QRDERS That, excepfi as otherwise pravided to the contrary

herein, First Leaside shall be entitled but not required to pay aCl reasonable expenses

wncurred b~ First Leaside in carrying on the Business in the ardin~ry course after this

Order, and in carrying rain the provisions of this Order, v~thi~h expenses shall include,

w~thc~ut limitation.

(a} all expenses and capital expenditures reasonably necessary far the

presete~~tion of the Property or the Business including, without limitafiic~n,

payments on account of insurance (Including directors and officers

insurance}, mair~tenar~ce and security services;

(b} payment for goods or services actually supplied to First ~.easide following f ~:

date caf this Order; and

~c} paynnents of principal and interest in respect of real property mortgages.

13. TH(~ ~OUf~T C3RDERS that First Le~side shall remit, in accordance wit1~ legal

requirements, or pay:

(a) any statufiory deenned trust amounts in favour of the Crown in right of Canada

or cif an}r Province thereaf or any o#her taxation authority which are required

to be c~educte~i frorrr employees° wages, including, wifihc~utiimitatiorr, amounts

in respect of (i) employment insurance, (ii) Ganada Pension Plan, viii) Quebec

Per~sic~n Plan, and Div) incame taxes;

(b) X11 goods and services or ather applicable sales taxes (collectively, "S~les

Taxes°') required fo be remitted by First Leaside ~n cc~nne~tion with the saie~ of

C..e~aE'`71!?'13t"i2.8
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goads and services by First Leaside, but only where such Safes Taxes ire

accrued car collected after the date of this Order, ar where such Sales Taxes

were accrued ar collected prier to the date of this Order but not required to be

remitted until ern car after the date cif this Order, and

{c) arty amount payable to the Crown in right of Canada or c~#any Province

thereof or any political subdivision thereof r~r any other taxation authority ire

respect of municip~6 realty, municipal business or other faxes, assessments

csr levies of any nafure ~r kind which are entitled at law to be paid in pr~arify to

clams cif secured creditors and which are attributable to ar in respect of the

carrying on of~ the Baseness by First Leaside.

~4, TNIS ~OUR7 c~RDERS that until a real property lease is disclaimed in

accordance with the CCAA, First Leaside shall pay al{ amounts constituting rent ar

payable as rent under reel praperty leases (including, far greater certainty, common

area maintenance charges, utilities and realty taxes and any other amounts payable tca

the landlord under the lease} or as otherwise may be negatiated between first Leaside

ar~d the l~ndlc~rd from time to tame ("Rent"}, far the period cc~mmertcing from and

including the da#e ~f this Order, in equal monthly payments on the first day of each

month, ire ad~rance (but not in arrears). On the date of the first of such payments, any

R~r~t relating tai the period commencing from and including the date of this Qrder shall

also be paid.

15. THIS CdURT ORDERS that, except as specifically ~ermitt~d herei~i, First

~.e side is hereby directed, ant#1 furkher Order of fihis Court: (a) to make na payments of

~arincipal, interest therean or otherwise can account of amounts awing by First Leaside to

ar~y of its credit+~rs as cif this date; (b) to grant no security interests, trus#, liens, cf~ar es

or encumbranc~:s upon or ire respect of any of its Property; and (c) to not grant creditor

incur lia~iil~ties except in the ordinary course of the Business.

RESTRtJCTtJRiNG

16. TNIS CUURT ORDERS that First Leaside shall, subject tc~ such requirements as

are imp+~sed by the C AA, ~aue the right to:

t.,tga9*? t 97362.8
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~a) permanently or temporarily cease, downsize or shut down any of its business

or operat~r~ns, and to dispose c~F redundant or non-material assets not

exceeding $50,000 in any cane transaction ar $25tl,~ClO in the aggregate;

(b) terr-~aina~e the employment of such of its employees or ternpararily lay aff such

s~f its employees as it deems appropriate;

(c} pursue al! avenues ~f refinancing of its Business or Properky, in wrhole or part9

subject to prier approval of this Court being obtained before arty material

refir~ar~cing; and

(d) pursue all avenues for the potential sale of the business ar Property, in whole

or part, subject to furkher ~pprt~val of such sale by this Gourt,

a(I ~f the far going to permit First Leaside to proceed with an orderly restructuring of the

business (the "Restructuring").

17. THIS CQ~JRT aRDERS fihat First Leaside shall provide eacf~ of the relevant

andCords wifi1~ native of First Leaside's intention to remove ar~y fixtures from any leased

premises afi least seven (7) days prier to the date of the intended removal. The relevant

Iar~dlc~rd shall e entifiled to have a representative presenfi in the leased premises to

observe such removal arid, if the landlord disputes First seaside's entitlement to remove

ar~y such figure under the prr~visions of the lease, such fixture shall remain on the

premises end shall be dealt with as agreed between any applicably secured creditars,

such ian lard end First Leaside, or by further Order of this Caurt upon application by

first L..easide can at least two (2) days nonce to such landlord and any s~~ch secured

creditors. If First Leaside disclaims the lease governing such leased premises in

accordance with 5ectic~n ~2 a~' the CCAA, it shall not be required to pay Rent under

such lease pending resolution of any such dispute (other than Ren# payable far the

notice pericad provided far in Section 32(5) of the C AA), and the disclaimer of the lease

shall be v~tit opt prejudice to f first Leaside"s claim to the fixtures in dispute.

~~, THEE ~QURT ORDERS fihat if a notice of disclaimer i~ delivered pursuant to

~ectinn 32 ref the CAA, then (a) during the notice period prier to the effective time of

the ~isclai er, the landlord may show the affected leased prerr~ises to prosp~ct'tve

I.eeal* i P97'r52.8
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t~~ants d~ri~g normal business hours, on giving First Leaside and the Monitor ~4 hours'

prior written n~atice, and {b} at the effective time of the disclaimer, the relevant land3ard

sha!{ be entitled to take possessir~n of any such leased premises without waiver of or

prejudice to any claims car rights such landlord may have against First Leaside in

respect of such lease ar leased premiss and such landlord shall be entitled to notify

First Leaside ref the basis ran which it is taking ppssession and to gain possession of end

r~-lease such leased premises to any third party or parties an such terms as such

I~ndlc,rd considers advisable; provided that nothing herein shall relieve such landlord taf

its oblic~ati€~n to mitigate any damages claimed in connection therewith.

N4 PROCE~DI4~GS AGAINST FIRST I.EASIDE QR THE PROPERTY

19. TH1~ COURT C~RC~ERS that until and including March 23, 2012, car s€.~ch later

ciat~ as this Court may order (the "Stay Perirrd"}, no proceeding or enfarcement process

in any court ter tribunal {each, a "F'roc2eding") steal! be commenced ar continued against

or in res~ert of First Leaside ~r the Mannar, or affecting the E~usiness or the Property,

except with the written consent of First L.easide and the Monitor, or with leave of this

Court, and any and all Proceedings currently under way against or in respect of Firsfi

1_easide car effecting the Business ar the Property are hereby stayed and suspended

p~ndin furkh~r Order of this Court.

ND EXERCISE OF RIGHTS i~R REMEDIES

2(~. TN(S COURT ORaERS that during the Stay Period, all rig~~ts and remedies of

any individual, firm, corporation, gavernrnental body or agency, or any ether entities (all

~+f the foregr~in ,collectively being ..Persons" and each being a "Person"} against or in

respect of First L.easide or the Monitor, ~r affecting the Business or the Property, are

hereby stayed and suspended except with the written consent of ~~rst Leaside and the

Mc~nitc~r, or Ee~ve of this court, provided that nothing in this Qrder shall (i) empower First

seaside tc~ carry on any business which First Leaside is not Oawfully entitled ~o carry ran,

(iij affect sucf~ investigations, actions, suits ar prpceedings by a regulatory body ~s are

p~s-mitted by Section 11.1 ref the CCAA, (iii} prevent the filing of an~r registry#ion to

preserve nr perfecfi a security interest, ac (iv) prevent the registration of a claim far lien.
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2'~ , TN15 Ct~I~RT C3RDEFtS that during the Stay Period, no F~ersan sha!! discontinue,

fail try honour, alter, interfere with, repudiate, terminate ar cease to per#orm any right,

renewal right, contract, agreement, licence or permit in favour of or held by First

seaside, except uvrth the written consent ~f First Leaside and the Mt~nitoc, car leave of

t#~is Court,

C(~hITINUATiAN QF SERVICES

2~. TNiS CC3tJR1' ORDER a that during the Stay Period, all Persons having arai or

~vrwtten agreements with First Leas~de or statutory or regulatary mandates for the s~ P'Y

s~f goads andl~ir seru~ces, including without lirnita#ion all computer saftware,

corromuraicatit~r-~ and ether data services, centralized banking services, payroll services,

insurance, ~ransptartation services, util►ty or other services to the B~rsiness ~r First

Leasitf~, are hereby restrained untiM further C}rder of this Court from discontinuing,

altering, interfering with or terminating the supply of such gaols or services as may b~;

required by First Leaside, and that First Leaside shall be entit9ed to the continued use r~f~

its current premises, tePephone numbers., fiacsimile numbers, Internet addresses and

cic~main names, provided in each case thaf the normal prices car charges far a!! such

go~ds or services received after the date of this Order are paid by First seaside in

~ccordar~ce vrith normal p~ym~n~ practices of First Leaside car such other practices as

mar e agreed upon by the supplier or service pravider and each of First L~aside and

the Nloraitor, r as may be ardered by this Courk.

NtJN-aERC?GATlEaN C7F RIGHTS

23. THIS COUF~T C3RDERS thafi, natwithstanding anything else in this Order, no

Pe~sor~ shill be pr~rh~bit~d from requirEng immediate payment fc~r goods, services, use of

lease or licensed praperty car other valuable consideration provided ~n or after the date

~f t 6s Qrd~r, nor shall any Person be under any obligation on ~r after the date of this

t~rder to advance ar re-advance any monies or otherwise extend any creel€t to first

!_~asi~. hiatheng in this Qcder shall derogate firom the rights conferred and abligations

ss ~♦ s ~ ~
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PRt~CEEtJINGS AGAINST DiREGTURS AND OFFICERS

24. THIS CC?URT ORDERS that during the S#ay Period, and except ~s permitted by

sut~s~ction 11.03{2) t~f the CCAA, no Proceeding may be commenced or continued

against any cif the former, current or future directors or officers of First Leaside w~#h

r~s ect to any claim against the directors or officers that erase befare the date hereof

ar~d that relates to any obligations t~f the Applican# whereby the directors or officers are

alleged under any law to be liable in their capacity as directors or officers for the

payment or performance of such Qbiigations, until a compromise ar arrangement in

respect ref the Applicant, if one is filed, is sanctioned by this Court car ~s r~f~sed by the

creditors mf the Applicant ar this ~o~rt.

CHIEF RI~~T~tUCTURING OFFICER

25. TNI~ ~C1Ui~T ORDERS that the appointment ref G.S. MacL~od &Associates Inc.

as E~ief restructuring ofi~icer of first Leaside (the "CR4"} is hereby canfirmed anc6

approved and the CR{~ ~s hereby authorized and empowered ~o operate and manage

the affairs of First L~aside during the pendency afi these CCAA proceedings.

26. TINS C~C3URT ORDERS thafi the CRfl shall be paid its fees end disbursements

{the "CR(J FeesS9} ire accordance with the CRO's engagemen# letter v~rith First L~aside

da#ed December 21, 2011.

27o THIS C{3~JRT {JRDERS that the CR(J and its officers, ciirectars, emplay~es, and

servants shaiC incur n~ liability ar obligation as a result of the appaintment of the CRt~ ter

the carrying raut of t#~e provi~it~r~~ s~f this Order, save and excepfi for any grass

t~ee~lic~ence tar wilful misconduct on their part.

°TRANa~EI~Z OF GLN~NT ACCOUtVTS

8. THIS t~URT ORDERS the#, to the extent that any client of F~SI ("FL~I Client")

holds a 66security„ as defined rn se~#ion 253 of the Bankruptcy and 1n~alvency Act andlor

cash in an ac~oun# ar accounts with Penson Financial Services Canada ln~. (each, a

"Clint Account"), such FLSI client shall immediately have the right to transfer any such

I Ural"71t173b2.8
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security ar cash ar the entire Client Account with Person Financial Services Canada

Bnc. to ar~ather licensed securities dealer (an "FLSI Client Account Transfer").

29. THIS COURT ORDERS that FLSI and Pensan Financial Services Canada inc.

shall take all reasonable steps to facilitate an FLSi Client Account Transfer.

DIRECTORS' AND OFFICERS' INDEMNIFICATIt~N AND CHARGE

30. THiS COURT ORDERS that the Applicant shall indemnify its directors and

officers against obligations and liabilities that they may incur as directors or officers of

the Applicant after the commencement of the within proceedings, except to the e~ctent

that, wit~~ aspect t~ any officer or ~firector, the obligation or liability was incurred as a

result of the director's or officer's grass negligence or wilful misconduct.

31. THIS COURT ORDERS that the directors and officers of the Appl~can# shall be

entit(ecf to the benefit of and are hereby granted a charge {the "Directors' Charge") an

tt~e Property, which charge shall not exceed an aggregate amount of $25(},000, as

security fflr the indemnity prouided in paragraph 30 of this Order as well as the fees and

disbursements of counsel to the independent Committee of the Board of Directors

{"Independent Committee Counsel") tc~ the extent that such fees and disbursements

relate to services provided in respect of First Leaside. The Directors' Charge shalC have

the priority set out in paragraphs 50 and 52 herein. The Applicant is hereby au#horized

and directed ts~ pay a $5t~,U00 retainer to Independent Committee Counsel.

32. THES GOtJRT OF2DERS That, notwithstanding any language in any applicable

insurance pc~iicy to the contrary, (a) no insurer shall be enti#fed to be subragated to or

clairr~ the benefit of the Directors' Charge, and (b) the Applicant`s directors and officers

shall on(y be entitled to the benefit of the Directors' Charge to the extent that they do not

have coverage unt~er any directors' and officers' insurance policy, or to the event that

such cover~g~ is insu~cien# to pay amounts indemnified in accordance with paragraph

34 of this Order.
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APPOINTME~7T 4~ MONITOR

33. THfS C~JURT t7RDERS that Grant Thamton Limited is hereby appointed

pursuant to the CCAA as the Monitor, ~n officer of this Caurt, to monitor fhe business

and financial affairs of First Lea~ide with the powers and obligations set ou# in the

CCAA or set forth herein and that First Leaside and its shareholders, officers, directors,

and Assistants shall advise the Monitor of a(I material steps taken by first Leaside

pursuant to this Order, and shall co-operate fully with the Monitor in the exercise of its

powers and discharge of its obligations and provide the Monitor with the assistance that

is necessary to enable the Monitor to adequately carry out the Monitor's functions.

34. THIS CC3URT ORDERS that the Monitor, in addition to its prescribed rights anc!

obligations under the CCAA, is hereby directed and empowered to:

{a} monitor First Leaside's receipts and disbursements;

(b} report to this Court ~t such times and intervals as the Monitor may deem

appropriate wifih respect to matters relating to the Property, the Business, and

such other matters as may be relevant to the proceedings herein;

(c) advise First Leaside in its preparation of First Leaside's cash flow statements;

~d} advise and assist First Leaside concerning the potential sale of the Property

and an orderly wind-down of the Business;

{ej advise Firsfi Leaside in its development of the Plan and any amendmenfis to

the Plan;

(f} assist First Leaside, to the extent required by First Leaside, with the holding

end adrninisterit~g 4f creditors' or shareholders' meetings far voting on the

Platt;

(g) have full and complete access fio the Property, includEng the premises, books,

records, data, including data in electronic form, and other financia{ documents

of First Leaside, to the extent that is necessary to adequately assess First
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Leasi e's business and financial affairs or to perfarsr~ its dunes arising under

this Order;

{h) be at Irberty to engage independent legal counsel car such other p~rsc~ns as

the Mc~~itor deems necessary nr advisably respecting the exercise of its

pc~vu~rs ar~d p~rform~nce ref its abEigatians under this ~rd~rr

(i) perform such ether duties as are required by this {Jrder or by this Gaurt fram

time to tirn+~; and

~j) consu€t with and assist First L.easide in its negotiatie~ns and dis~ussic~ns with

investars, creditors, and Other stakehtalders.

35. TMIS Ct~URT t~RC?ERS that the Monitor shat! not take p~ss~ssian cif the

F'rc~perty and shill take r~c~ part whatsoever in the management ar supervision cif the

management of the Business ar~d shall not, by fulfilling its obligations hereunder, be

deemed tc~ harre taken ar rnair~fained possession ar control of the Business or Property,

csr any pert thereof.

6. Tf~~IS COURT URQERS that nc~th~ng herein contained shall rewire the Moni#ter fits

occupy car to take ~c~r~tra4, care, charge, possessican or management (separately andlar

collectively, "Possession'"} of any of the Property that might be envirt~nmenta9ly

~r~ntar~€Hated, might be a poll~~tant or a cantaminant, or might cause oc cantrib to to a

spi(1, discharge, release or de~aosit of a subs#as~ce contrary #o any feder~(, provi~ciai or

ether law respecting the protection, consenaation, enhancement, remediation car

reha il~tati€~r~ cif the environment ~r relating to the disposal of wash or other

ct~ntaminatian in~Eudrng, withcaut f~mitatian, the Canadian Envirr~nmentaf Prt~fecfic~r~ Act,

tF~e t7n#arie~ ~r~virc~nmentaf ~rot~ction Act, the Onf~r~a tNater t~esources Aet, ~r the

C~nfario C3ccupationaC Heafth ar~d Safety Act ~n regulatir~ns there~snder (tie

"~nvir r~menta~l Legislatir~n"°}, Pravided hawever that nest ing herein sha4( exempt the

Mannar from ~r~y duty to repe~r or make disclosure imposed by applic~k~le

~nrrirc~r~mental egislat~an. The Mcan~tc~r shall nr~#, as a result of this Order or anything

dc~r~e in p~zrsuarrce of the C~Jlc~nitor's duties and powers under this Order, be deerr~ed to
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be in Possession of any o#the Properfiy within the meaning of any Environmental

Legislation, unless it is actually in possession.

37. THIS Ct~URT~ ORDERS that the Monitor shall provide any creditor of First

L~aside with information prauided by First Leaside in response to reasonable requests

for informatifln made in writing by such creditor addressed to the Monitor. The Monifor

shall not have any responsibility or liability with respect to the information disseminated

by it pursuant to this paragraph. 1n the case of information that the Monitor has been

advised by first Leaside is confidential, the Monitor shall not provide such information to

creditors unfess otherwise directed by this Court or an such terms as the Manifior and

First Leaside may agree.

38. THIS COURT ORDERS that, in addition to the rights and profiections afforded the

Monitor under the CCAA or as an officer of this Court, the Monitor shall incur na liability

or obligation as a result of its appointment or the carrying out of the provisions of this

C?rder, save and ~:xcept far any gross negligence or wilful misconduct on its part.

N~thir~g in this ~7rder sha{! derogate firom the protections afforded the Manitr~r by the

CCAA or ar~y applicable legislation.

39. THiS COURT tJRDERS that the Monitor, counsel to the Monitor, and counsel to

First seaside shall be paid th~ic reasonable fees and disbursements, in each case at

their standard rates and charges, by First Leaside as part of the costs of these

proceedings. First Leaside is hereby authorized and directed to pay the accounts of the

Monitor, counsel for thy: [Ulonitor and counsel for First Leaside on a bi-weekly basis and,

in addition, ~irsfi seaside is hereby aufihorized to pay retainers of $150,000 to the

Monitor, $~OO,t}00 to counsel to the Monitor, and $150,OOQ to counsel to ~'irsi ~.easide,

to be held by each of them as security for payment of their respective fees and

disbursements outstanding from time to time.

40. THIS GQURT ORDERS that the Monitor and its legal counsel shall pass their

accounts from time to time, and far this purpose the accounts of the Monitor and its

legal counsel are hereby referred to a judge of the Commercial List of the Qntario

Superior Court of Justice.
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4i. TMiS ~QUI~T t`~RDERS that the Monitor, counsel to the Monitor, ~=first Leaside's

co~rnsel, and Representative Cc~unsei (defined below) shall be entitled to the benefit of

ar,d are hereby granted a charge (the "Administration Charge") on the Property, w~icl~

charge shall nrt exceed an agr~regate amount of $1,C}00,000, ~s security for their

prc~fessicmal fees and disbursements incurred a# the standard rates ar~d charges of the

Monitor and suer counsel, both before and after the making of this Order in respect of

theses prace~ding~_ The Administration Charge shall have the priority set Qut in

paragraphs 5 and 52 h~reaf.

42. THIS C~JURT GRDERS that Fraser Milner Casgrain L.L~' {"Representative

~c~unsef"} is appointed as representa#five counsel in these proceedings to represent #fie

interests of clients of F~.SI {the "Clients"}, unless and until written notice is provided by a

~rt~cular Client to Representative Counsel that such Giient cic~es nc~fi wis~t tee be

repr~ser~ted by Representative Counsel.

43. THIS COURT URGERS that First Leaside shall provide to Representative

Cc~~rnsel the Cast knr~wn ~-mai[ addresses (t~ the extent available) car other ~v~ilable

~,ontact infcrtmatic~n fc~~ each Client and, within ten days of the date ~f this C)rder,

Representative Gc~unsel shall provide the Clients with a cagy of this Order, which shall

constitute sufficient rtc~tic~ to Clients of this Order and the appointment of

~~pr~s~ntative Cc~unsei and such sfiep shall relieve the Monitor of its duly to pravi~e

naiice tc~ such Clients under section 23 Uf the CGAA.

~4. THIS COURT ORDERS #hat Representative Counse9 shall be paid its reasonable

fees and disbursements by Fist Leaside, up to an initial maximum amount of $150,OOc~

(the "Repr~sent~~tiue Counsel Allouvance"} with any subsequent ir~creas~s to the

Re~rresentative Counsel Allawance being determined by further Order caf this Court.

Representative Counse4 sl~ail be paid by First l.easide in a tirneiy m~nn~r fir ful#illing its

mandate in accordance with this Order, upon tt~e provision 4f invoices tc~ First Leaside,

s Eject to such redactions tra the invoices as are necessary ~a maintain sc~iicifior-c(i~nt

privilege between Representative Counsel and the Clients.
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~ Tf-iiS CURT C~RDER~ that first t_.e~side sh~l9 pay to F~epresentatiue Cr~u~sel a

retainer cif $25,000 to be held by it as security for payment of its fees and

disbursements outstanding from time tc~ time.

4f~. THIS COURT 9RDERS that representative Counsel is hereby authorized to

take ail steps anti dc~ al! acts necessary c,r desirable to carry out the terms cif this Order.

47. THIS COURT t~ftDERS tFraf Representative Counsel shelf be at liberty, and is

hereby authorized, at any time, to apply tc~ this Court for advice and directions in respect

ref its app~+intment or the fulfillment of its duties in carrying out the provisions of this

order or any variation of the powers and duties of Representative Counsel, which shaft

be brc~~sght on notice to first Leaside, the Monitor, and other in#erected parties, unless

the Court r~rders otherwise.

48. THIS CQUF~T ORDERS that Representative Counsel shall have no perst~nal

9ia~iility ar abligations as a result of the performance of its duties in carrying c ut the

previsions cif t~~is Qrder, save and except far liability arising ou# of gross negligence ar

wilful rr~isconduct.

49. THIS CURT ORDERS that nc~ action or ether proceeding may b~ commenced

against F~epresentative Go~anse! in respect of the perfnrmance of its duties rider this

Urder without leave of the Court on seven days' notice to Representative Go~anse[.

~0. THIS COURT C~RD~RS that the pr'sorities of the Directors' Charge and the

A r~r~inistr~tian Charge, as between them, shall be as follows:

first — Administr~tior~ Charge (to the ~,~aximur~r~ amount of X1,000,000};

S~cor~d — directors' Charge (tn the maximum amount of $250,000}.

~1. T~~lS COURT tJRCIERS that the filing, registration ar perfection of the Directors'

Charge or t4~e Administration Charge {collectively, the "Charges") shall not be required,

and that the Charges shall b~ valid and enforceable far aU purposes, including as

ag~ir~s~ a€~y right, titEe or interest filed, registered, recorded or perf~ct~d subsequent try

,,coal"",1<a'3ii2.t
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the Charges taming into existence, notwifihstanding any such failure to file, register,

record or per€ect.

52. t~H15 ~c7UR 1" ORDERS that each of the Directors' Charge and the

Adr~ninistratian Charge (al! as constituted and defined herein) shall consti#ute a charge

on the Property and such Charges shall rank in priority to all other security interests,

trusts, liens, charges and encu~r,brances, clairr~s of secured creditors, statutory or

otherwise (collectively, "Encurr~brances") in favour of any Person, provided, however,

that

(a) the Directors' Charge shall not attach to any monies or other Property of FL~I

{~`~~.SI Property") including, without limitation, property which constitutes "risk

adjusted ca~itaP' plus the $25Q,Q00 "minimum capital requirement" in

accordance with applicable securities laws and regulations; and

(b) tt~e Administration Charge shall not attach to the FLSI Property in an arr~aunt

exceeding the lesser of (A) $1 million and (B) the portion of costs secured by

the Administration Charge which are attributable to, or for the ber7efit af, FLSI.

53. TNIS COURT URDERS that except as otherwise expressly prpvided for herein,

ar ~s may be approved by this Court, First Leaside shall not grant any Encumbrances

over any Property that rank in priority to, or pari passu with, any of the Directors'

Charge, or the Administration Charge, unless First Leaside also obtains the prior written

cr~nsent of the Monitor and the beneficiaries of the Directors' Charge end the

Administration Charge and further Order of this Court.

~4. TH1S COURT C7RDER5 that the Directors' Charge and the Administration

Charge shall not be rendered invalid ar un~nforceabie and the rights and remedies of

the chargees entitled to the benefit of the Charges (collectively, the "Chargees°} shall

not otherwise be limited or impaired in any way by (a) the pendency of these

proceedings and the declarations of insolvency made herein; (b) any application{s) far

bankruptcy ord~:r(s) issued pursuant to BIA, or any bankruptcy order made pursuant to

suc~7 ap~iications; (c} the filing of any assignments far the general benefit of creditors

made pursuant to the BIA; (d} the provisions of any federal or provincial statutes; car (e}

1,eFta1*7197.362.8
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any negative covenants, prohibitions or other similar pravisions with respect to

borrowir7gs, incurring debt dr the creation of Encumbrances, can#wined in any existing

ioarr documents, lease, sublease, offer to lease or other agreement {collectively, an

"Agreement"j which binds First Leaside, and notwitt7standing any provisian to the

contrary in any Agreement:

(a} the creation of the Charges shall nok creaks or be deemed to canstitut~ a

breech by First Leaside of any Agreement to which it is a party;

{b) none of the Chargees shall have an}r Eiability to any Person whatsoever ~s

result of any breach of any Agreement caused by the creation of the Charges;

and

(~) the payments m~d~ key First Leaside pursuant to this t7rder, and fine granting

cif the Charges, do not and wi11 nc~t constitute prefierer~ces, fraudulent

~canveyances, transfers at undervalue, oppressive ~anduct, or other

challengeable or voidable transactions under ar~y applicable law.

~5. TNIS Ct~URT ORDERS that any charge created by this drder aver leases of

real property in Canada shall only be a Charge in Firsfi Leaside°s interest ire such real

prc~~~rty leases.

~6. ~TNIS C,CJUf~T ORDERS treat the CRO Fees and the professional fees end

expenses oaf fibs Monitor, counsel to the Monitor, ~"irst Leaside's counsel and

Repres~n#ative Cauns~l paid or incurred in accordance with the provisions of this Or~~r

shill be a located by first ~easid~ with the assistance of the M~nitcsr to the various

business snits pursuant to a ~ratoco{ to ~e proposed by First Leaside with the

assis~anc~: of the It~onitor, which pratacal shall tie approved upan motion to this Court,

first Leaside and the IVlonitor shall endeavour to make recorr~mendatians in respect ~f a

protocal ~n or before March 3Q, 2012.

SERVMCE A1~[~ NOTICE

57. T~II~ COURT 4FtDERS that the Monitor shall {i) without delay, publish in the

nab+anal edition ~f the t~lc~be ar7d Mail a native containing the information prescribed
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parader the CCAA, {ii) within five days after the date of this Urder, (A) make this fJrder

pi.xblicly available in the manner prescribed under the CGAA, (B) send, in the prescribed

manner, a notice to every known crediior who has a claim against First Leaside of mare

than $10D0, and (C} prepare a list showing the aggregate amounts awed to eq~.~ity

investors, dek~t investors, and employees, but not names and addresses of those

creditors, and the estimated amounts of those claims, and make it publicly available in

tl~ie prescribed manner, all in accordance with Section 23(1)(a) of the CCAA and the

regulations made thereunder.

58. TNIS COURT ORDERS that First Leaside, Representative Counsel, and tie

Monitor be at liberty tt~ serve this t7rder, any other materials and orders in these

pracaedings, -any notices or ether correspondence, by fon~varding true copies thereof by

prepaid ordinary mail, courier, personal delivery or electronic transmission to First

Leaside's creditors or other interested parties at their respective addresses as last

shown on the records of First Leaside and that any such service car notice by courier,

personal de{ivery or electronic transmission shall be deemed to be received on the next

business day fallowing the date of forwarding thereof, ar if sent by ordinary mail, can the

third lousiness day after mailing.

5J. THIS COURT C7R[~ERS that First Leaside, Representafiive Counsel, and thy;

Monitor, and any party who has flied a Notice of Appearance may serve any court

materials in these proceedings by e-mailing a PDT ar other electronic copy of such

materials to counsels' email addresses as recorded on the Service List from time to

time, and the Monitor may post a copy of any ar all such materials on its website at

www.grantthomton~ca/firstleaside_.

r7~1~'7_L

6Q. THIS COURT ORDERS that First Leaside or the Monitor may from time tc~ tirr~e

apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.

l x~al"71117:36"~. R



61. THIS COURT ORDERS that nothing in this t7rder shall prevent the Monifior from

acting as an interim receiver, a receiver, a receiver and manager, or a trustee in

bankruptcy Qf First Leaside, the Business ar the Property.

62. THIS CC?URT HEREBY REQUESTS the aid and recognitian of any court,

tribunal, reguf~tory or administrafiive body having jurisdiction in Canada ar in the United

States, to give effec# to this Qrder and fio assist First Leaside, the Monitor and their

respective agents in carrying out the terms of this Order. AC( courks, tribunals, regulatory

and administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to First Leaside and to the Monitor, as an officer of this Courk,

as may be necessary or desirable to give effect to this Order, tc~ grant representative

status to the Monitor in any foreign proceeding, or to assist first Leaside and the

Monitor and their respective agents in carrying out the terms of this Order.

63. THIS CC}URT ORDERS that each of First Leaside and the Monitor be at liberty

and is hereby authorized and empowered tc~ apply to any court, tribunal, regulatory or

administrative body, wherever located, for the recognition of this Order and for

assistance in carrying out the fierms of Phis Order, and that the Monitor is authorized and

empowered try act as a representative in respect of the within proceedings for the

purpose of having these proceedings recognized in a jurisdiction outside Canada.

64. THlS CC3URT ORDERS fihat any interested party (including First Leaside and the

Monitor} may apply to this Gaurt to vary or amend this Order on not less than seven (7)

days notice t~ any other party or parties likely to be affected by the order soug}~t or upon

such other notice, if any, as this Court may order.

6~. THIS CC?URT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Eastern Standard Time on the date of #his Order.

~; ~ ~~

Natasha Brawn
R~gisirar

~ns-rE~~a At r €rv~~;~~r ~ ~ro~or~rc~
UN (gUC~K NC?:
L~ I DAMS LE ~EGlSTRE NO,~

140



SCHEDULE "A"--PARTNERSHIPS ENTITLED TO THE BENEFIT qF THIS ORDER

Milli Street Limited Partnership

Development Notes Limited
Partnerships

Special Notes LP
_,....____..__._.. __~.. p_____ ~~.~_.__.........~......_.....

first Leaside Pro ernes LP
m._.~________ —_ .........................~..______
First Leas~de Really LP

[First Leaside Rea! Estate LP

first Leaside G4oba! LP 
-__~,__..__.

First Leaside fncame LP

First Leaside Investors LP

'First Leas~de C~ptEmal LP

Firs# Leaside Preferred LP

first ~.easide Premier LP

j First Leas~de Progressive LP

First Leaside Quality LP

first ~.easide Real Estate LP

First Leaside Realty II LP

first Leaside Retirement Residences LP

First Leaside Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limy#ec~ Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments L.P
4

Thy Shores LP

__Qld Mill Pond LP _

The Bluffs of Lakewood LP

First Leaside Spring Valley LP

Firs# Leaside Partners LP

First Leasrde t~pportunities LP

Preston Racquet Club Real Estate
Limited Partnership Series 910 PA

Preston Racquet Club Rsa( Estate
Limited Partnership Series 910 PB

Preston Racquet flub Real Esfate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estate
Limited Partnership Series 910 PD

FL Master Texas Ltd.

FLW Pond Master Ltd.

FLW Shares...Master....
Ltd._~__~....~___...._.........___...~--

First Leaside Acquisitions LP

Queenston Manor LP
--.... W.~~.._._—._.~.._ u...~.._

First Leaside Acquisitions 20pQ LP

First Leaside Advantage LP

First L~aside Developments LP

First Leaside Elite LP

First Leaside Select l.P

First Leaside Enterprises LP

B&W LP

First Leaside Entities L.P

First Leaside Expansion LP ~~ ~~

First Leaside Growth l.P

First Leaside Operations l.P

First Leaside Unity LP
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~~rsi Le~side V~sic~~is 1 LF'

First Leas~de Visi~ans I1 L.P

First Le~side Visions lil LP

~~rst ~~~side Visions IV LP

Metabacus LP

C3reencore LP

Marksman Cellject LP

OMiSA LP

Dassierview LP

eSight LP

Tyromer LP

'lace Concorde East LP

Place Concard~ West L!'

First Le~side Wealth Management LP
~..........._ _._...__.. w___.~ ...............................

First Leaside Technologies L!'
_._.........--._.._...__...... .._.—......._..Y.._.____..

1: F.~L ..._Beverages Group Limited

Partnership

F,L. Retirerra~snt Rssider~ces Lir~~i#ed
Par#nersh~p

Fiat L~~side global Li~~~ited Partnership

First Leaside Ventures L~miteci
Partnership

Special U.~. Nates limited Partnership

FLWM Holdings Limited Partr~~rship
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This is Exhibit "D" referred to in the Affidavit of Greg MacLeod
sworn August . Z. v.., 2012

G~
Commissioner for Taking Affidavits (or as maybe)
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CXxAT~~N: Fixst ~,~asid~'I~~a~tb ~anagem~nti Inc. (Re), 2~~2 ONSC 129
C(l~URT ~YL~ N'U.: C~'-1~-8517-(IOC

~`fATE: 2Q12t122~a

SUFERIUR CCl►TJRT C3F J[TST~~C — O~`~AT~U

~UMMERCIAL LIST

1~; T~ TAE NtATTER t~F a Plan of Comprarnise ox Aizangement o~ First ~.easide
Wealth Man~g~menf~ Ino., First Leasicie Fina~xce 7nc., first Leaside Securities ~n~,,
FL Securities Inc., First Leasi~ie Management Tnc,, first ~e~si~e A,~ccp~n~ting ~~c~
~'~ S~rvxc~s Tnc., First ~.~asi~e ~oldi~tgs Inc., 20$~i056 Ontaraa Irjc., First
~~aside Realty Ittc,, First I,~aside Capital Ina, First Leaside ~tealty TT Tnc., firs#
Leaside Investments Inc., 96~01U Ontaa~ia Inc,, 1Q~45S~7 t~~taria Inc., 124919
Ont~'ic~ :Cnc,, 1Q31~28 Qttt~ia Ins,, 1Q56971 Ont~xxio Inc.,137~095 antario ~nG.,
1 d3'72~0 Onkaria Lt~.,124447.8 Ontario Ltd,, ~'restonUn~ Develt~pmen~t (Cat~~~)
Inc., PrestonTwo DeveIoprnent (Canac(a} Tnc,, ~~staz~'~hYee Uev~lo~ment
{~atYada) Tnc., ~'r~ston~'our be~trelopmeztt ~Can~d~} Inc., 2p$8543 On#aria Ync.,
20~~5~4 t~n~ta~•~o Inc., 2Q885~5 Ontario Ina., 13316U~ Ontario Tnc.~ Queens#o~
Marn~r General P~rta3er 1'nc., 1408927 Gntario ~,td., 21.07fi~$ (~pta~rio ino.,
1 ~ 183 G ~ Clntario ~,td., 212$OS4 {3nt~ri~ XnG,, 2p~9212 Ont~u~~o Li~.r 1132413
~lntaria mac,, ~.0~7~~~ anfa~ia Inc., 2485306 Ontaria Inc., 2QS9U35 t~ntaria Zn~,,
~Q8~218 ~nta~io 1nc., 2U85438 dntar~o Tnc., ~frst L~a$ici~ ̀ V'isic~ns Man~g~;~~n~
Inc., 1Q4~U15 Ontario Tnc., YU~9g16 t~ntario Tn~c,, 2t~+~7$44 Q~.t~t~c~ ~x~~., 2g19418
Untarxo Tr~c., F~. ~.esearch .tv~a~ag~r~ient Ir~G,, 97U877 t~nfa~~io Tnc., 1~1a16~$
C~ntaric, Tnc,, 1~4SSl~i t~t~ta~ri~ Ins,, 200~51~ Clntaxio Inc., 2192341 Ont~in Inc,
~~d ~'~rst ~..e~~ide Fund M~nag~ment Inc., Applicants

BEFORE: I~. M. Bro~rn J.

+~~f?UN~ELa J. birch and T~, ~V`ard, far the Applicants

P. H~.fiF anc~ ~, ~~z~, ~a~• t~~ prapase~ ~Sonitor, giant ~'hornton Litnite~

T~. ~x~h, for the Znd~pend~nfi T~irect~rs

~~ Emp~~r, for Investment Industry' ;tt.~gul~tai~~ Qr~aniz~ti+~n Q~ ~~ne~d~

J. t~~•or~t, for the Ontaz7a S~c~u~~ities ~~~amriss~on

R. +~li~~r, ~a~' K.~a~~~dan GQnt~~actirag Limited

J. pi~t~i~h, the p~apos~d Represe~tativ~ ~aun~el f~~~ tie in~r~sc~xs

~, Garbs, fr~r 5~ruccform Tnt~rna~tia~nal ~.imited

1~, ~~.i~ht.~r, ~'or Criibert ~tecl ~.imitec~
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11rI. Sanford, for r~nic~. ~lect~~i~k Limited

I1+i, I~a~~►~ulnc~►~v~~, for ~Sid~~ixd ~.v~n Services Inc.

C. Prophet, for the Canadian Imperial dank of Camm~r~e

CARD ; F~b~~~a~~► 23, 2012

~A~(3NS FO~t ~~CISION

L Overview: ~:'~AA Ynitixt Order

~lj Can 'Tht~~sd~~r, F~b~•u~z~ 2~, ~01~, I granted an Znitia~ f~rd~r under the ~'otnpr~tT~~s'
~r8dttaYF l~rY~7ngement Acf, R.S.C. 1985, c. C-36, in respect of the Ap~ilic~nts. 'these ~i~ my
R.e~sat~s for that decision,

II. The applicanf corporations

[2] ~'he Applicants rue members ti~ t ie First Le~side gzoup of companies, They ~.r~
described in t~et~il in the ~f9d~~it c~~ Giregary MacLeod, the Chief ~t,est~•ixcturin~ 4f~cer p~ ~x~st
Leasidc Wealth Man~geme~t ("~LWM"), so T intend only refer in these Ztea~t~~as to ~lae kep
entities in the group. The parent corporation, ~~'V~rM; ot~vns se~ver~l st~bsadx~xies, including the
appli~~nt, First Leaside Securities Inc. ("~~,57"}, Acc~~ding to M~~. Ma~Leod, the ~Oroup's
oper~tia~~s c~nt~~e on ~~,'4V'M and ~~.5~,

[3] FLSI is ~n Oxitario invcstm~nt dealer that mataages clients' investment po~~t£o~ios which,
broadly speaking, consist o~ pan-praprieC~uy M~rket~ble Securities as well as prapri~tary equity
and debt securities issued b~ First Leaside (the so-called "F~, ~'mduct$"). Alt segregated
Marketable Securities are held in se~~~ated client ~ccpunts rrrith Pet~son Fin~nncial Services
C:an~da Tnc.

[~] First T~easic~e designed its ~T. ~raducts to provide investors with consistent monthly
distribukians. first T~~a~ide acts ~s a real estate syndicate, purchasing real estate thrc~ug~ ~im~ted
pai"tnerShi~S VS~~t~ ti ~'ie'W t0 rehAbilitating the properties fdr lease at highex rtes car eventual
resale, First L~~side itzeorporated special-~ui~pose corporatiar~ to ~Gt a~ gez~~~~af p~rt~ers in the
v~riai~s L.Ps it set up. The general p~t~tners o~ First L~~side's C~nadia~: LPs — i,e. those which
own property in Canada — ~~~e appXic~nts in this proceeding. First seaside also secics t~ ~xte~ad
the benefits of the Initial C?~~der to the coxrespandin~ T~Ps,

[S] Fi~~st L~aside has two types of ~,Ps: indil►ideal ~.ps that ~Gquire 2~tld epex~ate ~ ~ing18
pxop~rt~ oa~ develapmen#, anc~ aggregator• T,T~s that hold units a~ multiple LFs. Investors have
invested in both kinds of ~,f's, Tn p~r~~rap~ 49 0~ }pis ~f~d~rrit Mr. MacLeod detailed the ~,T's
~rvithin First ~casid~. ~?U'hile most First Leasic~e LPs bald ita~terests in identif[a~le propel~ti~s, ~Qr ~
few, cala~d "81i~nd Paal LF~", clients invest funds wit~►out l~nawing tivhere the funds lil~el~ were
to be rnrrested. Tht~se LPs are described in p~r~gr~~h S~ o~'N~r. Iv~~oLeod's affidavit.
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~GJ T~x~ ~~plicant, First I.easide Finance Tnc, (``~~, ~'i~~n~e"), acted as a "central dank" fc~~:
the First Le~side ~rotip of e~atities,

TYY. ''r'~te materi~Y ~~v~~tt,~c Xeadylig to this ~~plication

[7] Tia the £a11 of 2Q0~ the Unt~it~ Sectuiti~ Cor~w~ission began investigating first ~~as~d~.
Yn March, 2~ Y X, first Le~sid~ reteYned the proposed Ivlonitor, C~~unt Thornton, ~,xmiC~c~, tb .review
~t~d m~t~~ recommendations alaaut 'First ~,easid~'s bu~ine~5e~. At•~tyt~d the same time first
Leaside arranged fox appraisals to be perfoixr~ed cif ~v~tiotiy~ p~opex~ties.

[fi] Gxant Thornton released its report an August 19, 2U1 i. For pu►poses Qf this appliaatipn
Grant Thornton made :~e~veacal materiel findings:

(i) there exist significant irtC~r~elatianships ~etw~en the ~tities ~n tl~e FS~ G~:o'up ~hi~h
r~$ult ity t~ complex corporate structures;

iii) Cei~t~ia LPs hive been a drain on the i~sQUr~es ~f the (3mup ~s ~ rest~it of recurring
operating losses and propeA~ty rehabili~atic~n co;~ts; ~n~,

(ire) The future viability of tt~e ~T~ gaup w2~s co~ttirigerit can tt~ ~biliiy to raise ne~v capital;

"If tlxe FL Group was restricted dam zaising near capital, it would lykely ~e
unable co continue its operations i~► the ni~dina~y course, as it would. h~tre
inst~ffCiBi~t z~~eriu~ t4 5t~pp0i~t its infrastructure, staffing costs, Kl~st~~ibt~tiQ115, dud
to meet their fizndin~ Yequirenaents for existing pro,~~cts,"

[9] As a result of the report first T~~~sid~ fired ~dd~t~onal s~~ff too improve accouiitin~
resvur~es acid financi~i planning, ~:ast N~~rembe~ t~~ Board appointed an ~ep~endent
C~ommxttee to assume alI decisian~making authority in respcct of first ~eas~d~, the Group's
founder, David Phillips, was no longer in charge of its managem~n~,

[lq] FLSI is regulated by both the USC and the Tnvestm~nt ~ndust~y n.~gv~l~tt~xy Uxganiz~tic~n
~f Canada ("TY~..00"), Yn Octe~b~r, 2411, YT~tO~ issued ~I.SI ~ discretion~~y ea~l~r rvarni~,~ bevel
2 letter prohibiting the comp~t~ dram ~edueing capital and placing other restrictions c n its
activities. At the same time the OTC told first ~,easic~e that unl8ss satisfactory ~rra~gements
were made to deal with its situation, the 4$C almost ~ert~nl~ ~4~puld t~k~ r~gtll~COty B~Ctionp
in~;lucling seeking a cease traci~ order,

~] X ~ ~'~~st ~,~aside ag~e~d t~ a va1~u~.tary cease trade, retained Gi~~nt Thornton to pct ~s an
independent mc~nitar, infoz~med investors about those develapme~nts, and made available the
August grant Thornton a•epart.

[X2~ because the cease trade rest~icted ~rurst ~easi~e's ai~ility ~n raise capital, the Tndepcn~tent
Committee decided in late November to cease distributions to clients, including distrit~ut~ons to
LT' unit ho1~l~rs, int~~'~st p~ymentS On Cli~zyt nOt~$I~ebtS, ~d di'c~idend$ on c~mmt~n or prefeized
shames,
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Cl~~ Tn T~~~em1~e~ the Ind~~e~~der~t Cnn~rrii~tc~ decided to retain, Mx~, MacLeod as CRO for
First Leaside and as~C~d hirn to d~vclop ~ woxkout p~~n, ~uvhiah he finalized in late ranuss'~, 2Q12,
Mr. Mt1cY.ead dBpOSed t~i~t the t~0'Wr1~1~1'~ lh'~~~~ e~C0il01~ly I]aS 1e811~t~t~ i!1 ~ii~st ~,e~sfd~ x~a~i~ tag
lower operating inct~me ~hi~~ in~~t~ing higher operational cast, l'n his a~ff~da,~it Mr. MacLeod
set gut ~a~fi conclusion ~baut ~ woxkout plan:

Amer G~r~~iY(l~r analyzing the situati~na my U~tim~'t~ ~CC~~~I'~$ion WAS that Yt was too risky'
atul unaez~tain ~o~ first ~,easid~ td puxsu~ ~ r~st~mption of previous opea~ations, i~ncludin~
the r~isin~ of capital, NIA ~~eiornmendation to the Tndepend~nt ~~rnm~~'ee ~t~r~s tY~~t Fu~st
L~~~ide instead ~t~deifi~l~e ~n o~•derty wind-down of pperat~~ns, in~'aYrring:

(~) ~c~~npl~ting ~n~r or~~o~ng prvper~~r develaprn~nt a~tivit~' ~rrhich ~voul~ create vale fnY•
in~resto~•s;

(6~ R~~lizin~ upon assets when it Ys f~asi~le to too so ~e~'en whex~ optimal z°ealizatit~n
might. occur ~i~►er the nest 12 #0 3~ m~nths~;

(c) ~eaiing ~r►~th the si~nific~nt inter-comp~nny debts; and,

(d) ~7istribut~n~ p~~~eeds to in~rest~rs.

lvl:r, i1~Y~c~ead fu~~tt~er deposed:

[T]he ~~~t ~~.~ to p~~~r~ot~ this ~~►ind~ down is tlu~ough a #"i~n~ under #h~ ~C~t~ so xhat all
issues — es~e~iali~ the nunxe~~ous investor anr~ creclifut claims ~tru1 inter-~omp~ny cl~uims
can be dealt wifh in one Forum tinder the sup~arriSipn of the court.

The I~,dependent Catnmittee a,~~raved Mr. lVtac~.eod's recommendations. T~iis applic~.t~on
resulted.

~.'V. ~.v~ii~bx~it~ of CC,~.4

A. Thy finanr~~l condition of th+e ~pplrcants

[14~ ~ccc~~~fr~~ tea ~vtr, ~SaG~.~~d, Fiat ~.s~si~~ has o~re~• $37a m~lli~n in assets und~i~
rca~t~~~~m~nt. Same of fhc~se, horsever, tue Ma~ket~ble Secu~xties. First T~easide ~s pmposin~
that clients holding lvlarket~ble Securities which are held in ~~greg~ted ~t~c~►u~ts) ~i~ free t4
t~ansf~r tt~ern to anath~x inrrestm~nt de~1~r c~trring the ~~'A.~, process, As to the value of FL
Frc~c~~xcts, Mr. McLeod d~p~s~d that "it i~m~ins to be deteizrained specifically how much value
Nlll Ij~ T~~l~1Z@(~ ~~I IIIV~SCQI•s on the ~,P units, debt inshuments, and sha~~es issued by the vaxi~us
first ~..eas~de ~nt~ties,,°

~15~ First ~~~side'~ debt 1c~ta~s appro~rimate~~ $3p$ million: $17~ million to se~~~~ed creditors
( ostl~ m~rtg~g~es) ~r~d $~32 r~iilian to ut~secure~d ~cr~ditars, including investors holding n+~te~
car oth~x° +~~bk r~nstrurn:ents.

[1~~ 11r~°, 1V1~c~~,~or~ 5umm~tize+~ ~i$ ~ssessmenf ~~` tote ~it~ ia]: status of the First seaside
GrQUp ~s ~'Ullo~c~r~:



[S]ince Gr'1`Y, re~~~~tet~ that ~'he aggregate value of prnper~i~s in the ~'arst ~e~si~le exceeded
tie ~'alu~ o~''kh~ properties, there will be yet proceeds ren~ainitag to pr~~vide at least some
retu~~i to subordina~~ creditors ar equity h~ldexs (i.e., LF u~►it holders and corparatic~n
s~xar~hol~ers~ in many a~f the first Le~side enCiti~s. Thy x~ec~ov~ry will, of cc~u~es~, ~'sr~y
depending pn the e~atxt~, Af this ~~~ge, however, it is fair to eon~lude tk~~t them i~ a
rn~tera~l equity d~~cit both in individual ~~~~st ~,~asid~ ~r~t~t~~$ ~n+d in the overall First
Le~~ide grasp.

[I7] In his affidavit Mr. MacL~~~ also deposed, r~ith ~~spect to the financial siivat~an p~ first
~,e~sid~, t~►a~k:

(i} The cease taadc placed $e~►ere ~in~.n~i~X cons~iaints +an ~'~rst ~,easida as almast e~~r~
~iusines~ unit depended can fh~ ability of ~L'~V'~ and its subsidi~ti~s t~ ~~ai.se capital
fi;~~m in~v~stc~rs;

iii} Them are immeci~at~ cash Maur arises at ~'~,~~ and tnpst ~,~'s;

(ii,i} FLWIVI's cash re-sexves hid fallen fiom $2,$ milliu~ xn N+~v~nxt~er, ~~1~. t~ $1.6
million at tlye end of this xanua~.°y;

{iv} At~se~~t ~~~w cash fioin ~$s~t disposals, current C~sl~ reserves would be ~xha~ust~d xn
April;

(v~ At tk~e e~td a~ U~~ember, 2Q1 ~ Ventures defaulted try failing tra xnal~e a principal
moi~tg~~e payment of $x.25 million awing ~Ga Tfiin~~~tk;

~~vx) Absent cash ~~~~r f~~m FLWM a default is imminent far ~'nvesto~~'s Ha~°rnan~
property,

(vii) First ~.e~side lacks t~.e liquidity ~r ~~~n.at~cin~; ~pfiion~ tt~ rehabilitate a number of the
prap~~~ti~s end ~.ecut~ an its b~rsin~ss Mari; sand,

(viii) First ~.~~side gen~ralr~ his been ably to rnal~e mart~~ge payments to its creditors, but
i~ the fi~tt~re it tx+iYl b~ ~dtf#'i~ult za do so given th,e need to e~:pend monies c►n property
development and upgrading activities

[1 S] In his description [~f the status of the emp~loy~es of the Applicants, TV1r. Ma~T~ead slid ncat
identify any issue c~ancex~ning ~. pennon funding d~~"ici~~cy,t the it~tern~ll~r-prep~'ed 201 1
~~.VJ1V~ txn~ncia~ st~~~mrner~ts dxd riot ~~e~ord ~~a~ s~c~ 1x~~ilit~r. Gant Thornton did not identify
~n~ such iss~t~ in. ids Pre,~'iYir~~ Rep~rrt.

[1 ~~ First Le~side is ~~~t ~ropnsiYr~ to dace all of its n~~rati~ns under Court-supezvis~d
insal~~ncy ~a~~ceedi~xgs. Tt does not pl~nn to s~~k ~~~apter 11 prgteGtion fay its ~'e~~s pt~operties

Mac~,~ad A~fidevit, parAS. 104 to Y06.
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since it believes they may be able to cont~nu~ ope~`~tio o'er the ~ntioip~ted ~vi~d ~p pe~~iod
us~ag Gash ~.ows they g~~ner~.te ~d pair then liabilities ~s they become due. I~l~or does ~i~st
Le~s~c~e $~ek t~ include in this C~~1A proceeding the First seaside ~'~nture T.~' ("Ventres°')
which owns axed operates several properties iii C}nt~'io and ~3ritish C~ilumbi~. Qn Febrt~ry 15,
2t1 Y 2 '~'entur~~ and ~ri~lg~ Cap ~.~nsult Tn~, szp~n~d a non-binding term sheet to provide same
bridge financing for Ventures, First Leaside dearded nat to include certain ~V'entures-related
limal~~d ~~u~~erships in the CCA14 application ~t this stage,2 while reserving the k~ght to later being
a motion to ~~tend the Ynitial Order anc~ stay tp these ~~clr~ded LPs. The Initial Order winch I
signed r~fle~ted that xeseivati~~.

[2p~ As Hated. aba~►~, a~v~~~ the ~~tt~r ~a~x a~ the past year the proposed 11/lonitor, grant
Th~irntc~n, has become f~m~liar with the affairs of ~h~ First ~~side ~xrpup ~S a rresult c~~ the
revYew it conducted for its August, 20 X X repp~, List ~~~vemb~a Fitst Le~i~e retained G~ra~nC
T'hnrntan ~s an independent monitor o~ its t~usinesR.

X21.] Yn its Pre-~li~n~ fi.epprt Ga~aat Thointan n~t~d that the last available f nancial statements
for FLWM ~+t~re intet~t►~ll~ prepared ones for the year ended December 31, ~Q10. They showed ~
net loss of about $2,853 million. The Pce~filin~ ~.epart cc~ntaine~ a Its-~ve~k c~s~x fl~t~'
~aroj~ctirn (ending April 27, X012) prepared t~~+ the ~izst ~,e~side Group. The Cash Flaw
Yrpjec~ian does nc~t ~,ontempX~te sej~►icing inte~•est end principal payments during the p3oj~eti~n
period. On. th~X basis the Cash Fiow Projection showed the ~arroup's combined dosing bank
balance declining from $b,97 rnrllion to X9,144 million b~ the ettc~ of the p~~j+~etiot~ ~eriad.
C~ras~t ~'hn~~it~n y~e~ie~cYed tie Cash Flow Projection acid stated that it reflected the pro~abl~ and
h~~t~th~tic~al ~ssump~i~ns on which it was ~re~ared and that the assumptions were suiit2~b~~r
sup~ax~ted and consistent wiCh the plans of the first ~,~aside Cirroup anc~ prpvided a x~ason~ble
basis for the Cash flow ~'roj~ction.

[22] CYrant Thornton reported that certain are~itors, sp~cificall~r eonsh'ucti~~ li~~ Cl~im~ts,
hid cami~enced enf~xc~naent proceedings ~ncl it can~l~ded:

C~i'tY~n c~~~dit~rs' actions to d~t~ end dt~e to Yh~ ~amplic~ted n~.t~ui~ of the FL t~rou~'s
business, the complex corpo~•ate st~uctur~ and the numbea~ of competing stakeholders, it is
unlikely tl~~t the ~~. Grruup will b~ able to conduct an ax~erly windup nr cur~tinue t~
rehabilitate prop~rti~s ~vvitho~yt the stsbilit~r ~ro~►ided by a formal Cc~Y~rt supervise
reshucturing ~racess.

As the v~rioas stakeh~lde~• inte~~e~ts ~~e in many cases interCc~ined, incladrng
intercompany claims, the granting of the relief requested would provide a single foiwn
~a~ the nutn~rau~ stakehQl~~rs of the ~~ CnQUp t~ ~e hca~•d and ko deal with such partres'
claim$ in an a~d~~rly m~n~ner, ~nde~ the s~p~~ision ~f the Ca~urt, a ~Ra and a ~'ourt-
appointed Monitor. In particular, ~. simple or forced divestiture of the prope~~ties of the

x The .~~~cluc~led ~.Ps were identified in p~r~graph l34 afMr. Mac~.end's a#~davit.



-ek~.li. 101'1 1U,~~~Afv' ~vo.,; ~o r. ~~~~ ~ ~O

- ~'ag~ 7 -

FL Group would not only erode potential inv~st~r rra~ue, but vu~ould not provide the

structure necessary to reconcile inv~$t~x interests art ~n. eq~iC~ble Fund x~table basis.

A stay of ~raceedings far• bath. the Appli~~nYs and the LPG is necessary if Yt is de,~med
appi•opxiate b~ this ~T~no~ra~le Court to allow the FL Group to maintain its business and
tc~ ~11c~w' the FL Groin the opport~~nity to develop, re~in~ ~~td a~plernent their
resi~uctur~~ag/wind-up pl~n(s) in a stabilized ~nviranment.

B. Findings

[23j I atn satisfied that the Applicants axe "companies" within the rne~nin~ o~ tkte CC.A.~I atxd
that the total claims against the Appli~~nts, ~~ ~n ~t'fil9~tie~ gror~p of companies, is great~c than $S
million.

(2~~ Are the A.~pplicant companies "debtor companies" in the sense that they a~~ insol~rent?
For the pt~i~ases of the CC.A,4 a company may 'b~ insolvent if it ~"~lls ~~vithin tiie definition of an
insolvent person in section 2 cif the ,8pnl~ruprcy and Insolvency Act or if its financial
~ircumst~.nces ~a11 ~~ithin the meaning of insolvent as described in Re Stelcd Xrrc, which include a
f~n~nci~liy troubled carpo~•ation that is "reasan~,~ly expected to ~ct►~t t~t~Y ~£ Iiquzdity within
re~son~t~l~ px~~xiznity of ti~tae as compat~ed with the i~me zea~sanabl~ required to implement a
~~estruct~iring".~

[25] 'When looked ~.t as a gaup the Appiic;~r~.ts fall within the extended rneaning pf'
"ins~Xvenfi'°; ~s a ~~est~lt o~ the .cease trade their ability to rafs~ capital hays been se~r~rely restricted;
casf~ reserves fell significantly from N~or~em#~~~ until the time of filing, anti the Cash flaw
~'xajection indicates that cash ~reser~'~$ 'will continue fo decline even with tie cessation o~
payments an ~ao~~tga~es and other debt; Mr. McLeod estimated that cash r~ser~ves rrr~auld run Gaut
in April; distributions to unit holders were ~usp~nded last 1~Tovemb~r; ~n~1, son~~ formal mo~t~age
defaults have nccu~xed.

[2~] HQ~vever, a secured creditor martga~~~, Midland Haan S~~r'vices ~rtc., s~hmitted that to
qualify for G`C~IA. pr~te~tipn each indivi~t~al applic~~t musk b~ a "d~btc~r Company" and thafi in
the case cif one agplic~r►t, t~u~e~nstnn Manor Genera! Partner Ync., that company was not
insolvent. In his affidavit Mr. Mac~,eod deposed that the Qu~~nston M'~n~~~ ~,~' is o'~v.~zd b~ the
First seaside ~xp~nsion T.,xmitcd ~axtnership ("~~.E~"), Queenstan omens end operates a 77-unit
retit~mehf complex in St. C~the~ines, has taeen profitable since 24Q8 and is expected to remain
Urofitabl~ thrau~h 24~~. Queenston has been listed for sale, end manage~~~tt CutYe~ntl~ is
considering an offer' tc~ ptuchase the propet~t~, IvXi~~and Lain sr~bmitted that its iigl'nt o~ that
finanGi~l situation, na Ending ca~C~ be made that the applicant, Queenston Manor Creneral
Partner Inc., was a "debtoY~ company".

[27] Fdllc~vtr~ng that submission I asked Applicants' cauns~l where in the reca~~d one could End
evidence about the insolvency of each indivic~ua~ Applicant, Thy# p~'o~t~ted ~ ~xe~k ih the

~ t2oo~~, as c.n,r~. ~a~") z~a ~onr. s.c.r.).
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~.~arii~~, ~.t the end of w~,ich tla~ ,~,p~alict~ts filed a suppl~menfar~r af~darrit Pram Iv1r. Zvia~~.,eo~i.
Indicating fih~t one of the b~~gest problems facing th.~ A~►p~i~~n~s was the lack of com~l~te ~.nd
u~-to-date ~~ecc~rds, ~n consultation with the Applic~t~ts' CFa Mr. NiacY.,~od subtn~ttecl ~ char
prc~~ric~in~g, tc~ the exte~~t possible, fiukhet ix~oxzn~tion about the financial st~t~ts of ~~ch Applicant.
That chart broke dawn the fin~.~iciat sCatus of each of the 5~ Ap~X~c~it~ts a►s folloZ~►s:

Insolvent 28

Dormant Y S

Little or n~ xe~l,i~able assets 5

ivio~~ inf~►am~tKt~~~ Co'be made available to the ~p~rt 3

tJthez: management ~e~'ez~t~e stopped in 2010; $7(~,OOQ
cash, $27q,U0~ in r~la~~ti~campany rec~i~vabl~a

1

t~ueenston Mr~taor General ~'artn~~ T~qc, vvas one o.E the applicants foc which "mr~r~ in~'a~mation
would be made ~v~il~.bl~ tc~ t1~e c`t~°~tt".

[28~ As Y have found, ~u~th~n l~c~ked at as a g~~oup, the AppX~carits ~~ll w%thin the extended
meanin,~ of ̀'in~alvent". ~Vl~exi one d~sc~n~s a fe~t~v X~~'els ~~.d looks ~t the financi~f situ~tian bf
~~,rn~ o~ the aggregator Lt's, such ~s ~~~, Mr. NI~icLeod deposed that ~Y. : is vtte of the
~~g~~t net debtors -~ r.~. it is unaiale tb xep~►y inter-company balances fioz~ operating cs~ssh flows
and lacks sufficient net ass~Y ~a~ue to settle the int~rcpmpat~~ b~I~n►ces through the immediate
lic~ir~datian of assets. The evidence th~r~f~re ~upp~~xfi~ a finding that the corporate ~e ~l ~a~~~Cnez
c~£ FLEX is insolvent. ~Yxe~r~~t~n Minor is dn~ of several assets awned b~ ~'~E~, albeit an asst
~~v~iich uses the ~o~m ~f a 1in~itec~ p~-knership.

~~9~ ~f ~n snsoi~tent Gc~mp~n~ a~~vne a healthy asst in the form pf a limited p~N~tnersh%p does the
~~a1t~i o~ that asset preclude it from beings joinet~ as a~t~ applie~r►t in a C~~1A pro~cee~in~? Tn the
circumstans~~s cif this C~S~ it Qp~S ~lpt. The jurisprudence under• the CC.`AA prp~+ides tri~t the
protection cif the A.ct ma r 'be extended not only to ~ "debtor company", but also to entities whn,
~t~ a ~er~ pr~~tie~I sense, are "anecessary parties" to insure that that staff' oader works. Morawetz
J. prat t~a~ matter the foaIowing way ~n ~'rrszm .~~rcome fund (R~,?,

The C~.~ defix~itian of an eligible cc~mpat~y does not expressly it~alude pariners~.ips.
~ow~evar, CCtiA.~ c~~rfis ~~~ve e~e~~cise~ jurisr~iotian to s#ay proceedings with respect to
p~u~fix~ei's?nips ~nt~ limited pat~tnerships where it is just and ~ot~~ret~ient to do sa. See
Lehrrr~orf}; supra, and ~2e Canrves~ ~l~bul Cammunicc~t~t~ns Go7p.a 20t~9 Ca~•sw~ll~nt
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Thy courts h~:ve held that this relief is ap~ix~ap~i~e ~h~xe tl~e +pperations of the debtor
companies are s~o int~rtwin~rl with tho~~ pf the p~~~#~terships ter limited ~~rtne~rships ~n
question, that not ~xte~ding fih~ stay vw+~uXd signi~e~r~t1~ impair the ef~ectrveness a~`a ~ta~
iri xespect ofthe debta1' catt~~~r~ies.~

C3G~ ~Itl]OU~'l. S~Gtl,t~tl ~t~.} Cl~ t~i~ C~`AA T~quii~es a ~aurt on an initial applfoatfus~ to in~u~~e
rntt~ the $a~~ven~.~ t~#' ~n~ ~ppli~~nt, the juri~~rudence also rcquir~s a court to t~k~ into ~ccnun~. the
rel~txgn~hip between any pat~ticular c+~rnpa~:y and the 1~rger group of which it is a member, ~s
we1I as the need to place that ~c~rnpany~ ~avithin~ the protection of the ~r~tia~. Order s~ that the anlex
rvit~ ~~x1~ e~f~ctiv~elSY. C)n the e~uidence filed ~ had no hesi#atian ire ~oncl~dxn~ th~.t ,given tie
inst~Y~u~nc~► of the overall First T.easie~e ~rc~up and tk~e high degree a~' inter-connectedness
~morigst the members of that g~'pup, the pra~eetion of the CC`AA n~ed~d to extend bath to the
Applicants and the 1i~x~ited ~aY•~n~a~ships listed in Sch~du[e "A'° to fh~ Tr~iti~l Q~rt~~r, The pres~nc~
c~~ a1i th~s~ ~ntiti~s ~vifihit~ the ambit of the initial Order i~ nec~s~ar~' to ~ff~ct ~xr. orderly winding-
up of the insolvez~t group as a wht~l~. Cpnsequ~ntl~', 't~'h~Ch~r Quee~nston Manor Grencral ~'~tn~r
Xuc;. faXls under the ~nifii~~ Uxd~r b~' virtue of being a ̀`de~tox company", t~:r by ~+la-tue of b~~~g ~
n~c~ssar~ p~t~t~r ~s part ~~' ~n inter~~~vit~ed whole, isa zn the circumstances C~f't~xs ~~.se, a distinction
't~it.hc~ut a practical difference.

X31] In su~~, I am satisf ed that tho$~ Appli~~~ts idet~tif~~d ~s "iansolvent" on the chart attached
to Mr. LV~ac~,~o~i'~ suppleme~tt~r~ af~xda~vi~ ~e "debtor companies" within. the tne~ning of the
~Y~AA. and that tine ether Applicants, as well as the limited partnerships listed 4n S~hedu~e "A~° ~f
the Initial Order, ~~e entities to vu~hich it is n~~essary and ap~ar~p~~iafe Ca e~stend CCU prot~+~tian.

C. "Liquid~~ian°' CCAA

[32] W~ir~ in mosE circumstances resort is made tc~ the +~`C~ to "̀~eixnit tie debtor t~
can~inue to carry an busjness a~n.d, wh~~e possible, ~~v+~id the sa~i~l end economic costs of
lic}uidatul,~ i~.4 assets" #o ca~~ate "cr~nc~ifions for pre~ei^ving the status giro whin atte~c►pts are
made tv find cammo~ ~.~ound amongst stal~eholders fog a rearganiza~ o~n that is feu ~a X11", t~~
~•eality is that "reor~ani~ations of differing complexity require c1if~e~'~t I~g~l mechanisms," ~
~'h~at ~~~~l~ty has led courts to rec~gni~~ that the C AA m~~ be used to sell substantially all o~the

sets of a c~~l~tar company to preserve it as a going conce~~. under new ownexship,6 oY to tivinc~~
up or liquidate iC. T~► .~eh~tdor,~''+~e~aer~r~l ~'~rl~ter Z~c~ (Re)~ ~'~t'ley r, obs~xr~~dc

Tt appears to me that the ptupos~ of the 'CAA is also tt~ prot~et the interests of creditors
and to ~nabl~ ~n ord~riy distribution of the d~k~tar aamp~n~'s affairs. Tf~~s mar ►r~rr+ol~~ ~
vvin~iin~-up or 1igt~it~aiian of` ~ comp~y car ~impl~r ~ StY~iS~Xttl~l dOW11S1ZT~l~ of its

~ 2U11 d~SC X06], pax~as, ~'~-27.
s Cer~r:rry Ser~~ices !'rrcr. v. Gcrncxda (A~ro~•ne~i Cene,•nl), 2(110 SCE Gb, pass. ~ 5, 77 and 7&.
b Norlel A~ert+~or~ks C'r~rp. (.fie), 2ad9 ONGA 8.33, psra. 4~i; see via ~. MG~Ieheran, ~omm~rcia! Xrisdtvency in
~nrrada, 5ec~crrrd ~'rlr~I~n (T'~ironta: ~,exis~e.~cis; 2Q11), pp. 284 ~t s~et~.
7 [1~9~] t~ J'. N`o. 14 (Caen. ~liv.). ~n ~irt~ke ,~'rr~..~r~1 (Re). (2QQ~] O.r. Igo. 218U ~S.~.J',), WilCOn-Siegel 1. st~Ced, ~t
par~~ragl► 14. "'~'V'liil~ reservation$ ire expressed ~rotn t~ttte to time r~gerdi~~ the ~pprppri~i~ness of ~ "tigt~idnting"'
CCr4.,4 praceedi~b: ~uclt proceedings are per~nissible under the C~9A."
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t~u~sYx~~ss ~~e~'ati~ns, p~~vided the same is ~aropdset~ in the best intex~sts of the cr~t~ttors
~en~er~lly. See Assoc. ~'rr~est~r~s, s~uprtt, ~t ~. 318; Re Amiraudt Co. (1 51), ~2 C.B.R.
19~~, (19S1) 5 T~.~,.T7.. 203 {hT,S,S,~,) ~t pp. 187-8 (C.B.T~,).

[3~~ In the decision of Assacfat~c~ I~vesrvrs of Ca~tada Ltd. (?2e) referred fc~ b~' F~r~ey J., the
Albearta court of Queen's Ber►c~ st~ter~:

The L~ealiti~s ~f the modern m~rk~tpl~ce dictate that courts a~ l~~w' respond to commercial
probl~rn3 ri innav~tive ways without sacri~6Ging legal principle. In my opxninn, the
~omp~nies' editors Arrangement AGt is nt~~k r~esCricte+~ in its application to Gt~~p~nies
trrhich a~~e to be kept in busin~~s, ~vtor~ove~, the ~oui~. is nox without the ~blli~y #o address
within its jt~risdictic~~, the Gan~~rns expressed in th+~ C?t~~ta~ri~ ~~ses. The Act may die
xnvokec~ ~s ~ m~~ns ~f li+~uiciating a comp~.~n~+ end r~vx~,ding-u~ its affairs bud anl~ i~
c;ert~in conditions prec~derit ~e rnet;

1. It mtast be demonstrated that benefits ~rould likely flow to Creditox's that ~t~va~ld
not ~the~~wis~ be a~'~ilable if ligt~idatinn we~~e ef~'~~te+~ pursuant to the Bankt~xptc~►
Act ~~ the Winc~ing~~3p Aot.

2. The Court must c~ncur~~ently pxc~°vidg dir~Ctions pw~su~t to ~wmp~tible
legislation that enstu~e~ jt~dici~l control over the li~qu~dation process ~.nd ~t~,
effective means ~~vh~reby the affairs of the +~otn~,~~t~ m~~r'be inv~sti~~fi~d end the
x~sr~l~s of that investigation made ~~v~i12~bla tt~ the Court.

3..A Flan of Atran~em~ent should neat receive judiGia~ sanction unta~ the ~auct has
in its possession, ~lX of the evidence »ec~s~~x~ t~ allow the ~aurt to prca~~rl~'
exexcxse its discretion a~ca~~+~ing Ca standards of faYrness anct reas~nal~~~ness,
absent aan~ #ind~ir~gs a~ille~~lity.g

The editors of 7'lr~ 2~J1'2 Annotated ~8a~skrr~ptGy and Xnsolvency Acr take some iss~u~ ~c~it~ the
extent e~f fihcase ~:onditio~s:

Wixh ~°expect, these conciitior~s maybe too xigarous~ ~f the ~otu~t finds that the plan is fair
and reasonably ~,nc~ in the ~e~t infierests of creditors, and theie ire cogent reasons fir
using the statute rather than the .CIA or, WURA, there seems nn reason why ~n arderl~r
Iiquid~.tion ~aurci not b~ carried out under the CC.r~4 ~'

[3~) Iv.Cx, Ma~c~,e~d, the CRO, deposed that na viable flan exists to continue dust ~~asi~e ~s ~
~c~ia1~ ccat~cearn and that the most appzopriate caurs+~ of action is t4 e#`fect an aidel~l~ ~ind~tCnum of
~rrst ~~easide's oper~tip~n~ pies ~ p~~~~i~ ~~ time a~td in ~ manner 'which will create the
~~ap,~rt~nit~ to realise improved nex asset vale. In his professional judgimm~,nt t~►~ Ct AA affexe~.
the most appropriate mechanism b~► which to conduct such ~n. prr~er~y l~c~pide~ti~on:

~ ~'r~s~rr~vestars Carp. (fie) (k987), 46 D.L.R. (A"') 664 (Alta Q.~.), p~z~. 3G.
¢ ~o~ulden, lv~arawetz 8c SaN~I~, ~'he 20Y2 Ar~r~ntated Batrkrupt~ rrr~d ~r~xoJvenc~~ Acf, t+i§ 1, p.1499.
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~,T']he best w~.y tc~ p~~o~t~te this r~~'ind~cic~wn is tlnrou~h a filing ~wd~r the C~.~1 so that a!1
issues -- esp~i~11'y the numerous investor and ore~itox ~l~irns end ~.ie infer»company
clams -- can tie dealt with in any fc►rum under' t~~ s~upervx~ion o~the court.

Z~ its Pry-filing F~.ep~o~~t the iVlanitax also supported using tf~e ~C.~A to implement the
"restructuring/wind-up p~an(:~) in a stabilized en~riranment".

[3S} $oth the C~t.O aa~d the px~posed Monitor possess extensive knawl~~l~e ~ba~~ the
~<<pil~ings ~~ tta~~ A.~pli~~nts. Beth suppo~~t a process canduot~d urtd~' the C~.~ ~s the most
~t~cfic ~l and effective way in which to d~~l ~uvith the ai~~irs o~'rhz~ insolvent g~~oup of ~ampanies,
I~Io party contested the avail~hilit~r p£ the ~~Af1 ~o conduce an orderly winding~up cif t~t~ ~#'f~irs
of tie Applic~tt~ (~tXthou,~h, ~s not~ti, some parties questioned wheth~Y ~ertai~ e~,ti~i~s should be
it~cl~ded ~t~srithrn the scope of the Initial Under}. Cxiven that stag ~f ~~rs, I saw no xeasnn. nat to
~cce~t the prnfessiazial judgm~Yit of tie ~~,(~ ~ttd the ~art~pased Monitor that a l~t~ui~9~tic~n ~tnd~t
th+~ C'C.~.~ v►►a$ the mast ~~~ro~ri~te raut~ to take.

[~6~ iV~~r~.c~~v~r, Z s~r?v x~~ pt~jt~dice to olarinant creditors by ,permitting the r~vi~n~ing-up c~£ khe
First S~~~xd~ Group to proceed urld~a the CCA.11 instead of tu►~es tk~e BlA iii 'view ~a£ t1~z~
ccan~v~rgen~e whi.ah exists b~~t~vicen the C~'A.~ anti 13r,~. tin the issue of priorities, As the supreme
G~urt of Canada painted Out in Ce~rtur~ S~r~vic~s

Because the CCAA is silent abut'what h~p,~~ns if reorganization faits, the ~1~4 scheme cif
li~uic~at~c~n end distr~buYian necessa~~ly supplies t~;e backdrop £cam ~uvh~~ will h~.ppen if a
GCA.A. reor~aa~izatian i~ ~Itimately unsuc~essui,to

A~ fll~ British Columbia Cou~~ of Appeal observed in C.at~~p~Xlur Frr~pncic~l,~~r~vices Ltc~ Y~,
3bOn~~works~ Corp. intc~•ested pa~•ki~s ~►!sa psi t~aat priariti~s b~~kclac~p to negotiate successful
C``~"AA t~eorganizatic~ns:

While ~t might t~~ sugges#e~. th~.t CCAA proceedings may require those with a fr~anGa~L
stake in the ~om~any, including shar~hold~.zs at~d creditors, #c~ Gomp~;~mise ~Qm~ of
th~i~ zi~kats u~ oix~~r to sustain the business, it ct~nn~t b~ paid that the pri~rifies between
th~o~~ with ~ financial st~l~~ ~r~ rn~~n~t~gles~. The xlght of creditors to realiz~c on an~~
sectuity ~~tay be suspended pending the f nal approval of the c+~urt, but this dc~~~ npt
render their ~Qtenti~l p~igxity nugat~~'y~ ~'i~orities ~t'e alvu'~~'S ir► the ~~~l~g~.~o~tnd and
infl~aet~ce the de~isror~s of those who vote on the plan.~~

[37] I therefore cancl~x~~d that the C'C,~A wa.s available to the Applicants in the circ~mst~nces,
and ~ so cardered.

`0 C"~r~fury Se~vic~s, supra,, pars. 23.
" 0007), 279 D.L.R. (4~`) 741(B.C,C.A.}, p~ra. 42.
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~3~] The Applica~~ts so~~ht the appaintnn~nt cif ~'xa~ex 11+[ilz~e~r ~~grain ~<~FNIC°') ~~
I~.epresent~tive ~~aunsel tc~ repxeseant tk~~ int~re~~s of the same 1,2~~ clients of FLST in this
~►race~~dirig, sub~j~a~ to the ri~C ~f any client to opt-cut of such representation, the pr~po~~d
Monitni expressed the view that it would be izx the best in#~~sts t~f tie FL Gt°ou~p ~t~ its
investors to ~ppgi~~t kk~pr~sentat~ve Cauns~l, ~Co party ~b~ect~d to Such an appointment. I
re~ri~~ted the q~ali~c~t~ans and experience of prcrp~sed Representative Counsel and its prQ~ased
fe~.~, ar~d I ,'vas s~Yasfied that it would be appro~riat~ fia appaint ~1V1~ as ~.~presentati~ve ~raunsel
on the tenn~ set out in the Initial ~Jrdei~.

[3~] The A,~pli~ants sought the appointment of r..7.S. ~VlacLeoc~ ~ Ass~ciate~ T~~, as G~t,C~ ref
~ir~t T,~aside. N'o parry objected fio that appointment, Thy A,ppii~a~nts in~t~ded ~ c+~p~+ of the
G~2.(~'s :[)ecer~nb~~~ 21, 20i 1 ~tetentic~n Ag~~e~ment in their materials. The proposed Manitc~r
stated t~iat the appointment of a CRt~ was impat4a~t to eznsure a.t~ ~d~t~u~te ~e`v~l c~~ s~naor
corporate gr~vez~r~aac~ ~eadexship, ~ agree, esp~aiall~' is light of die ~ithdz~rval of Mx. Phillips
list Na~~x~~i fr~~n the n~~nag~m~~t Qf' the C~rnup. The p~~o~used lV~onitar xepol~t~d that fibs
teems and cox~ditians of th+e ReE~e~~tfc~n t~igreem~nt w~~ c~nsistet~t ~uvi°th sirnileEr ~tx~g~ments
a~prove~ by ofher co«rts in CC.A.~. p1+~c~etlit~g~ ~~d the re~munex~,txc~n p~y~61e was reasonable in
the cirG~.n~~t~4e5, .~.s a res~lfi, I can~tmed the appointment of ~r.~. ivlac~.eo~ tk Associates Tic,
~s CRS? cif First Le ide.

[4U] Fin~li~, I appointed Gant Thnr~nt~n as Monitor. No p~r~ty obj~ct~~, l ~r~.nt Tht~z~tto~
has extensive knowi~dge of t'~e affairs of t~ first Y..~asid~ ~aroup.

'Vx. Administaratipn end l~&~ Cb~rges artd th~i~ px~~u~rXf~e~

A. Ch~rge~ sought

[41] The Applicants sought approval, pursuant 1:o section 11.52 of the CCAA, of are
A~dz~iinistration Charge xn th,e amount of $1 million fro secure ~rnounts owed tt~ the estate
Pzafes~rdn~l~ -- Firsk L~~sid~'s I~g~1 ~~~visors, the. +~R~?, the Iv~onitc~r, anc3 the Manit~r °s ~o~~as~l,

[42] They alsa sought ~n order ind~mnifytng Che t~pplic~rn~s' ~i~~ctars end a~i~+~c~ against a~n~
pest-~iiing liabilities? together with a~~roval, pursuant to section 11.51 of the CC.A.~2, of a
L~ireGta~ anti lJfficet''s Charge in the amotynt Hof $25{~,~DUO as security for such an indemnity.
historically the First L~~sid~ 4rot~p t~id not m~~ntain L7~Q i~tst~~~rice, and tk~e X~,dep~~nde~t
~gmmitte~ w~ noe able to secure such insurance at ~easanable rates and teems when it taxed to
c~r~ s~ in ~U 11.

[A~3] 'the Monitor stated that th~c amount of t.'he Administration Charge was est~blishcci base
ova the Estt~~e Frafessio~ta~s' precious hisfi~ry and exp~~ience wit, restiucttuings of simita~
magnitude and complexity. The Monitor r~ga~ded the am~o~nf of the D&~ Charge as zeasanab~~
under the ci~cumstax~ce~. The hianito~~ commented ttzat the combined ~not~nt o~ bnth charg~os
($ ~ ,~5 million) was ~e~sonable ~n cozr~parisot~ with the amount owing to rnait~a~ees ~~ 17~
~yilli~x~).
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(~4] Tn its ~'r~e~filing ~2~port the I~~nit~~' tlid note that sho~~1~' b~forre cu~'im~r~G~ng this

~ppXication the Applicants paid $2SQ,OOU to co~n~e1 fox the Indeg~ndent Cornmit~ee of the

Board. The Monitor stated that the ~aym~r►t might K`be subject to i~view by the Monitor, iflwhen
it is appointed, in accox~dxnce with s. ~b.1(1) of the 'CAA". Ida ~aarty requ~stod an adjudication
of tt~i~ issue, so Z xef~r tQ tie matter simply to reco~:d the Mc~nito~'s pressiori of Concern.

[45] ~as~d ~n tl~e evidence filed, X concluded that ~,t ~v~$ nec~ss~r~ to grant the ch~.rges soright
in order to secu~:~ the st rvice~ off' the Estate Professionals end to ensure the continuation o£ the
directors in their offices and that the amounts of the charges were reasonable in the
~:uawnstances,

B. Pri~xity of charges

[~~] The Applicants sought sup~r~priority for fhe Administ~~~tion and b~C1 Charges, 'w'ith the
Administration Ch~r~e enjo~xn~ ~i~st pxlarity ~ci tie D&0 Ch~.rge s~canci, with same
modification with respect to t ae prop~rt~ of FLSI ~vhi~h the A~plicant~ haci negotiated with
TT~.~IC.

[~'1] Tn its pre-filing ~.epoi~t the proposed Monitor stated that the mo~tgagss appea1~ed fio be
r~rell c~~later~lized, anci t~.e mo~rt~ag~es vvaut~ not be rnateria~l~r pr~,j~dic~d ~~r the granting of the
proposed priarit}~ charges. Thy proposed Monitor repoi~tec~ that it ~latuied to work with the
Applicants to develop a methodology which would allaca#e the piiority charges f~iilX ~tnongst
the Applicants .and the included ~.~s, gad the allocation method~lo~y developed would 6e
submitted to the Court foy re~riew and ~pprov~l.

[~8~ Tn I~d~dex Limited (Re)12 t ie Cou~~t ~~'Appe~l r~v'~rsed the ~t~per-priority iniHa(ly given to
a I7IP Chaise by the moti~ans judge in an initial order and, instead, following the sai~ n~ the
~iek~t~r company's assets, granted priority to c~e~zn~d gusts fax pension d~~cien~xes, X~ retching
Chit decisit~n Caui~r ~~' App~~~ oUserv~d that ~ffecied persons —the pe~nsir►ners —had nat been
p~•nvided at tl~e beginning of the CC'Af1 proceeding with an appropriate opportunity #o pat~ticipate
in the issue of the priority of thB Y)~T' Charge. ~ 3 ~p~cifically, the Court of Appeal held c

Zt~ finis case, there i~ nothing in the r~~ord t4 suggest that the issue cif ~aaram~ur~t~~ r~~s
in~aked an April 8, 200 , ~~vhen Marawet~ J. ~m~nd~d the Initial Order to include the
super-~17411~,~► CI7~1~~. The ~foct~ments before the cvux~ ~t that tune did got alert the court.
to the iss«e or suggest that the PBA deemed trust would have to be overridden in order
far Tnc~ar~ex to proceed wafh its T3X~' financing efforts while urid~r G'CAA protection. To
the c~ntraa•~, the ~f~da~it ~£ Ti~oth~ St~~b~~ the then +~EC~ Qf Iudale~, sr~~~~► A.~~~i1 3,
2U09, was the primary source of information before the court. In p~~a, 74 of his affidavit,
1V~', Stubbs deposes that Tndalex intended to comply with all applicable laws includyn~
"regulatory deemed trust ~equixen~e~ts",

~x ~O1 t ONCA 2G5.
13 r6;a~., papa. [s~.
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W~lrle the suer-priority char~~ provides that ~~ x~~►!cs x~ priority ovear trusts, "statutc~r~ pr
Qtherwise", T do nat r~2~~ i~ as Ming priari~y~ over the deemed trust in this ~~s~ b~~~us~
the deer~ied t~~u~t ~uvas nt~t ~t~en.~ifi~d b~ the c~u~t at the Cirne t~.e ~h~;'ge ~~'~S gi.~n#ed and
the aflf~da~v~t evidence suggested such a ~rriority vvas untie~es~~ry~. As no finding of
pat~eunauntay w~ made, valid provincial 1a'~s cvnfauue to ape~cat~: the $upe~~pri~rit~
charge does not override the ~'B,~ de~'i~~ t►v~t. Thy two operate s+~~u~ntiall~r, r~ith the
c~~~m~d dust ~~inp ~~tisfi~d fiX~st from the R.eser5►e fund. t~

[4~) Tn his ~r~o~nt deciszo~i in Ti~nmi~tccr lirnrted (Re~js ("'~immin~~ Y") M,C~ra~c~~2 J. descai~ed
the ~arnm~rci~l re~iit~ underpinning requests f~i Adrnin~~t~~ttt~n end 1~8c0 Charges in CC.AA
p~oce~dings:

In my vYew, in the absence of the ~cc~~rt gr~ntin~ the requested super priar~t~' ar~d
p~r~tectic~n, tkte nbj~c#i~~s o~'the ~CA.A would be fiustrat~dl, Zt is not rr~a~o~~ble to expect
~h~tt prt~fessiona~s will #Ake the risk ~f not haing paid fox th~X~c se~`~ices, ~,nd tbat directors
.rid officers will ~•emain if placed in ~. compromised position ~hvuld the 'Timmincca
Entities cantiriu~ CC~.A pra~eetlings r~tith~►ut tfie requested ~pratec~ion. Thy (~ut+COx»e ~►~
the #ail~uiie tc~ ~rvvide fhe$e xesp~ctive groups with the requested paoteciion ~ro~ld, in my
vier~~v, lesi~lt in t ie overwhelming likelihood ~th~t tk~~ `CAA proceedings would comp to axa.
abrupt halt, followed, in alb ~ikelihQacl, by' bankruptcy prt~~eedings.~6

[5~] Tn its ire-fiiin~ ~.~p~c~r~ tt~e prapos~d Mc~nitar expressed the vie~v that if the paxi~rit~>
charges w~r~ not gr~t~+~, the Forst Lea~ide C~rou~ li~Cely waul~ not bs ~bl~ t~ pr~c~ed ~ur~de~ the
C~14.A,

[~ 1~ Xn rn~ ~vaer~, absent an e~~ress ajder to the contrary by t~.~ initial order a~pli~c~tions j~udg~,
the is~r~e of the pr~oriti~s enjoyed by a,~minxstration, b~.0 ~z~d DID' l~~ding al~~ges should be
finalized ~ the c+amrnenc~m,~nt a~' ~ CG.~I.Q pxgc~ed~t~g, Pr~►~essionai services ~:e ~ravided, and
l~Zp funt~i~; is a~~v~n~ed, in reliance ~.~ ~up~r-priori~txes c+~ntained in initial ard~s. T'o enstue the
inCe~r[ty, pred~ctabilit~► and fairness of the +C~`AA process, certainty m~~t aGCC~.mp~~~ the granting
t~f such super-priority criar~g~s, `When thas~ irt~p~x~t~nt obje~ti~'es of tC~e C+C,~1A pro+~~~s are
co~Ypled ~vvith the court of A~pe~l's holding that. parties affected 6y such pri~outy t~r~~rs k~~ given
an opportunity to rise any ~ararnaut~tcy issue, it strikes me that ~ ju.dg~ h~~.ring ~n initial t~rder
applicati~,n ~h~~ld directly rise '~vit~i t~.e p~~Cxes fh~ i~s1~~ of the pr[t~rity of the charges sought,
ir~~l~uding ~y possibly issue of pt~.~am~~txCcy in resp~t of Competing claims Qn the debtr ar's
prope~~ty baset~ an provincial legislation.

[S2~ Accordingly I raised that issue at the commen~em~t of the hearing fast ~'hursday and
r~r~U~St~d $UhrnisSi~nS Qn the iSSU~S Qf prfprit~ end ~~rar~au~te~ f~~~nc~ an~r interested part~r.
Several ~pa~Ties made submissions ~n those pq~nts; (z) the A~pliear~ts, pr~~~aed Monita~ and
proposed Representative Counsel submitted that t~.e ~aurt should address any pri~~ity ar

ta.Ibrc~!, P~r~~. 178 #~nc~ 179.
'' ~41~ a~TSC 54~.
`c Ibid., pars. 6b.
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~a~ar~i.~unt~~ issues raise; (ii) T~.taC advised that it did not see any p~r~n~uzatc~ issue in
respect of its ant~r~sts; (iii) c~uns~1 fax Mi~lan~ Loan submitted that ~► p~x~~nat~ntcy issue existed
wi#]~ respect to its client, ~ ~~cured mortgagee, because it en~o~'~ ce7tt~izx property rights und~i
prov~aci~l rnr~~-tgage Iavv; she also argued that the less Mari fY~ll day's notice of the laearin~ ~i~en
by the A~pli~~nts was inadequate to permit the mo~:tg~gee to consia~x its pasxtit~n, ~ztd ber client
should be ~iv~n seven t1a~s t~ do s~; and, {iv) cout~~el fpr a construction lien cla~mar►t,
~t~uctf~rm Tnte~.'~~t~onaY, who spoke do behalf of ~ numbex o~ such lien cl~imant~, made a sim~i~r
s~~btr~issian, cc~nten~ing that the eQnstruction lien ~lartnants required 1U d~~'s to c~et~rmine
r~rhe~Chei they should make submissions on the i~Cat~nnship between their aisn cl~.im~ end ~y
stager-~xiority ch~cg~ g~r~nted under the C~A.A.

[53] Z did not gr~.t tk~e adjot~rnni~nt requested by the mc~ttgag~ee aa►d construction lien
claimants fir the following ieasnns. First, the f~.~fis ire Xnc~plex't~uere quite different from tht~se iri
the pr.~sent case, involvuig as they dirt c;~n~a~i~r~tions of what fiduciwry duty a d~btc~r C~ompanp
ov~r~d to pensian~rs in ~:e~peat d~' ~nderftxnded ~rens~on 1zabilities~ X think caution must be
ea~ercised beft~re e~.tent~ing the holding of rnclalex coneerning ~~AA-~uthr►rized ,priority aharge~
tri c~fh~r ~xCu~tions, sue} ~s the one ~efoi~ me, ~~hic~. da gat invv~ve claims i~volvin.g p~~$i~ri
d~~"iciencies, but claims by mire "gYtiiia~t~~" secured creditors, such ~ r~o~xga~ees and
eansciuction lien claimants.

[S4] Seeonc~, r t~a~ve same dif~icult~ ~eein~ ha~c~v constitut~c~nal i~s~t~s t~f p~uamountcy arise are
i~ ~ C~'.~A prc~ce~ding ~s between claims #t~ the de'~tor°s ~rap~rty by secw~ed ci~~itoes, such ~s
rnt~rtga~ee~ and constriction lien ~1airn~nt~, end p~~sons granted asuper-p~;ia~~t~r c~ar~e ~i~► caua~t
order under sectit~ns 11,5 end 11.52 of the ~'CA~4. At the risk ~f ~~~~s over-siixlplifio~tic~rii
Canat~iati Ct~a~x~~~tut~r~n~Y law places the issue of priorxti~s of secured creditoars in different
tegisY~tir~e balli~~tcks dependYng 4n the ~.e~lth af' the debtor eompa~ny. 'l~l'h~n ~ ~arnpa~y is
h~a.~thy, secured cseditpr ~~~iQx~ities u~t~~l1~ aye ~3etermined under prc~~~n~ial I~ti~us, such as
personal prppert~ secu~rit~ i~gisi~.tion and r~~ated statutes, r~hich result fiom provincial
legisla~r~s e~c~rGising their powers with respect t~ i`prcapert~r ~~d ~i~il tights in the pravina~„ 17

'HCo~w~~v~r, when a ~ampany gets sick - beCt~nYeS ~t1S01~'~~t - 01.1 ~onstituti~n vests in ~'~li~tn+~.~
~1~ ~lOW~I td CI•a~t t~~e r~~;isiati~ve reg~~~s which will gov+em in those circumstances. ~~ze~r~isirig
its ~ca~uve~• rye x~sp~et of "b~u~kruptcy aY~d insol~r~ncy",~~ ~'a~1i~m~~~ his established legal
framewrc~rks uncie~ the .CIA and CCAA to aclministe~ si~l~ camp~anres. Priority detei7ninati~~ns
under the CCAA draw on those set at~C ~~ the BlA, ~ walt as the provisions of the C ~.e~lin$
~v~th sp~cifi~ ~l~ams such as Cr~~vn trusts and other claims.

[5~] As it his e~v~,~~ty~d a~re~ the ~~ai~s the constitutional doctrine of paaramountc~ ~~Ii~es the
~~~t'lappin~ effects ~f valid fe~ea•~1 end provincial legisl~.tivn; i`Th~, doctrine applies oat nni~ to
cases in which the p~c~viuci~l l~~islatur~ his legislated pursuant to its ancillary ~owe~~ to t~e~ch
on aYa area of ~~~lera~l j~u~,~isdicti~ny but ~lst~ ~p ~itu~,tions in whick~ the provincial legislature arts
with ~ its ~~imar~ powers, acid P~urliaz~.ent pu~~suaat to its a~nncil~ary povu'~~s,,,i~ Since I96p t~►e

"c'~nsr,rur~on~tcr, rB~S~, s. 92 ¶23,
~&lbid,, s. 91 ¶21.
i~ Cartad~crrr ~~~.sr~r.~ ~3a~+k v. Rr(~~erta, [29Q7~ 2 S.C.R. 3, pars. G9.
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Supx~me Catu~t of Canada has tr~v'el~ed a "path of ju~~ci~l res~r~int in questions o~
p~r~mar~ntcy".z~' ̀~'h~t Ct~~trf his nit been prepared to presume that, by legislating its ~es~ect of a
.matter, p~li~m~nt i~tie~de~l to rule out any ~aossr~rle provincial action in x~spect q~'th~►t subj~ct,~~
unless ~~nd it is a big "unless"), ~'~~i.~rnen~ used very clear st~tu~taxy langu~g~ to that ef~'ect,~2

[S6~ I h~~ve found that the ~1p~1.i~~t~Cs hive entered the wc~r~ti c~fthe pick, o~• the insolvent, end
ire eli~ibfe for the px~t~c~ion of the feder~I ~'~'A.A, Thy federal le~islati~n expressly fixings
it~ortg~gees at~d carrstructian lien claimants withi~~. its regime ~ the d~finit[p~ of "secured
creditt~~" c~ntt~ained in sectipn 2 of the ~C.~tl. specifically in~lud~$ "a holcl~r of a mort~ag~" anc~
4`~ holier cif a , , .lien. , , on r~x~ against... all or any of t}~e propei.'C~ of a debtor e~mp~ny as ~e~u~rrt~
fa►~ indebtedness o~ the debtor campatiy". '~h~ fedex~l Y~gislation also e~pr~$sdy ~ut~ax~izes a_
cow~t. to grant prit~rity to ad~ninistrati~n ~t~d ~BcQ o}~~~es ovea the claims ~~ such secured
c~ectXtc~i~s c~~" the debto~~.~~ ~n 1rght of those ~a~press provisions in sectit~n~ 2, 11,51 and ~ 1,~2 of
the CC.4A, atxd m~ ~tandYag that the Applicants a~~~ eligif~le fir the pinte~tiQn o~'feae~ bar the
L~A.~1, Z h~c~ greet difficulty un~lerstarYding ~c~h~t ~r~me~nt could 6e ~dv~.ncec~ bar f~,~ tnortga~~es
~~d ~o~ns~:uction lien claimants about the conGU~rent Qp~atkaa~ aP pra~vincial and federal ~~~t~v
vvhi~h would r~lie~v~ ~hen~ From the priority ch€ug~ prQ~►isic~~~ t~f the CGAA. T t~ea~efc►~~ did n~a~
see any pravtic~~ rt+~~d fir ~ adjau~xunent.

[S'7 j ~'in~lly; sect~c~ns 1 I.S 1(1} and 11.52(1) ~f the ~'~~A bvt~ req~uixe that notice b~ gi~ren f,~
see~ued cr~c~itc~rs ~v~~o 2~~e likely to be ~f~ectec~ b~' ~n ~clministration ox~ ~8ca charge b~fa~e
court gr~nCs such ch~,g~s, Zn. #h~ present oase I was satisfied that such notice had be~t~. ~l~ren.
Wes ~thhe notice ader~u~.t~ in the t~ircumstances7 X concluded that it was. To rEpeat, rnal~ing due
allowance fc~~ ~'h~ unlimited creativity of I~r~v~et's, I h~~ve difficulty seeing ~~~t ~on~uirent
o~er~tia~ ~r~ment could he acclvanced b~ moxtgagee and canstsvction Zi~:~ Cl~3ms against co~urt~
t~rtiersci super-prioxity ch~i•ges under sections 11.51 and L1,52 a~t1~e C~.A~1. Second, as repc~i~e~l
by the praposet~ Monitor} the quan.t~m of the px~oi7t~ ~hacges ($1.~5 mil~i4n) i~ xeason~►61~ in
coz~,~~~isan ~cvith the amount cawing t~ n~ortg~gees ($17~ miIlian~ and the mo~t~~$es ~~peared tea
be will cc~~~atcralyz~d b~s+~d ran ~v~rl~ble infarmatinn. ~'hu~, the AppYitt~it and Monitoz will
develop ~~. a11o~a~fi~n methad~logy far the prioxity cha~g~s for I~t~i ec~nsideration by this Cnu~~.
The prppo$ed Mc~iaitax reported:

It is the Proposed Monitor's vi~~cu that the alit~carion of the ~x~aposed prit~zity Ch~~ges
~ha~ld be ca~.ried Q~t an ~a~ ~quit~~ile and propoi~tionat~ basis ~v~ich x~c~gnizes the
se~a~•~t~ ~nter~sts ~~ t~.e stakeholders of each; of the entities,

T'h~ s~cu~'~d creditors r'vill ~e able ~o make submissions on ~.n~ ~raposed ~Iloc~tian of the ~x~ior~ity
ch~~'ges. ~ir~ally, whip 7 understand why the sec~~'ed creditors are focusing en t~.iear s~ae~ific
interests, it must be recalled that the'4~'~~'~ ~eCt~~ed b~+ the priority ch~ges will be pe~~~primet~ fc~~~

so ~arhl acr~rs, Berrsan cPc Hedgas Inc. v. Saskatehe~onn, [BOOS) l $.C.R, l $~, pars, 21
~~ Cpnadian We~~ter~ ~'mrk, srrurrr., pars. 7~.
22.12athmp»s, su~~rn., ~arA. 2t.
~~ CG'.~ $s, 11.SI(2) and 11.52(2).
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the be~,efit of all cr~di~~r~ off' the Applicants, including the mortgagees aynd construction lien
claimants, All creditc~xs will benefit frr~rn an overly winding-up ~f the ~.f~airs afthe Applicants.

[SS] Zn the e~verit that I am incaneot that no paramountcy issue asis+es 9n th#s case rte res~~Gt off'
the pric~rit~ charges, X echo the statemen#s made by itrlor~wetz ~~ in Tirrrm~nco 1' which x
r~pxodu~c~dui p~ragra.~h 49 abo~~. In Indalex the Cotu~t o~ Appe~1 accepted that "the CCAA
j~c~ge pan make an order ga:anting a super~p~~lc~i~ity' charge that has the affect off' ov~~~riding
provinaia~ l~gisl~txon" ~4 Y find thaC it is both necessary and appr~pxi~te fo grant super pria~it~ to
bath the Administration. and bB~O Ch~tges in oi~d~er to ensa~~~ that the objectives of the C~A.~4 are
~~,OC frUStrated.

X59] For those r~~ons X did not grant the adjau~:nsue~zt requested b}~ IVZidla~n~. Y~o~n ~r►d the
~onstiuction 1i~~ cl~ium~nts, concludYng that ~h~~ hid been given adequate notice in the
circumstances, and 1 gr~.ntec~ the requested Admuushation and T~BcCJ Ct~ax~es.

VIT, Other mAtt~rs

[6Qj At the hearing counsel fQr one o£'ih~ Construction lien cl~;itna~~,ts sought confirmation that
~~► granting the Initial (Jrde~~ ~ Construction lzen claimant '~nc~~ hatY issued, 6tzt not sets ved, a
statement of claim prior to the granting of the orc~~r would not be prevented fiQm s~rvin~ the
statement a~' cl~Ym on the Applic~ts, Co~uiis~l for the Applicants confirmed that such statements
c~~ claim could be served an iY.

[~i 1~ At the hearing the A~,plYCanfs submitted a modified ~oi'm of the model Tnitia! ~~der.
Gei~t~in ameraclment~ r~'e~'~ prt~pn$ed during t~.e h~~ring; the parties had an appoi~tunit~' to m~iC~e
submissions o~. the proposed amendments.

~'V'YYX. Sumwary

[62~ ~Qr the ~'oregaing reasons Z was satisfied that it was appropriate to grant the CCAA Initial
order in the form requested. T signets the TniY~~l Qrder at d.0$ p.m. SST ~it~ ~'h~rstl~y, Febxuary
23, 2U12.

~~---"'~
D. M. Brown .

D~t~. F~~b~~~a~~y 2~, ~p12

~' ~rrda~~, s~rpra., pars. 176.
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This is Exhibit "E" referred to in the Affidavit of Greg MacLeod
sworn August ..Z.U., 2012
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Court File No. CV-12-9617-00CL
ONTARll3

SUPERIOR COURT OF JUSTICE
(COIVIIVIERCIA,L LIST)

THE. HONOURABLE MR.

JUSTICE COLIN L. CAMPBELL

TNURSbAY, "fHE 28t~'

DAY OF JUNE, 2f112

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT
ACT, R.S.C. 198, c. C-36, AS AMENDED

AND tN THE MATTER OF A PLAN OF GOMPROMCSE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leas de Finance Inc.,. Firs#
Leas~de Securities lnc., FL Securities Inc., First Leaside IVtanagement lnc.,
First Leaside Accounting and Tax Services lnc., First Leaside Holdings
Inc., 2086056 Ontario Inc , First L.easide Realty Inc., First seaside Capital
Inc., First Leaside Realty 11 Inc., First Leas de !Hues#meats Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 9024919 Ontario Inc., 143'1628 Ontario
lnc., 1056971' Ontario Inc., 1376095 Ontario Inc:., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Develapmenfi (Canada) Inc.., PrestonTwo
Development (Canada) Inc.., PrestonThree Development Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., 2088545 Ontario Inc., 1331607 Ontario Inc.,. Queenston Manor
General Partner lnc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2'28054 Ontario #n~., 2069212 Ontario Inc., 1132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
286218 Ontario Inc,, 2U85438 Ontario Inc., First Leaside Visions
Management. Inc., ~f049015 Ontario Inc., 1049016 Ontario Inc., 2007804
Ontario Inc., 2019418 Qn#aria Inc., FL Research Managemen# Inc., 974877
Un~ario Inc.,. 1031~2~ Ontario Inc., '1045516 Ontario Inc., 2004516 Ontario
Inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc.

ORDER
(Second. Ex#ens on o€ Sfiay Period)

THIS MOTION, made by tine Applicants for an order, among other things,

extendFr~g the Stay Periad ~n Qc#ober 26, 2012, was heard this clay at fihe Court House,

330 University Avenue, Toronto, Ontario.

Lugxl"'I7I Q~9l.5
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ON READING the notice of motion dated June 19, 2012, the affidavit of Gregory

MacLeod sworn June 19, 2012 ("MacLeod Affidavit"), and the third report to the court

of Grant Thornton Limited dated June 22, 2012 (the "Third Report"), in its capacity as

court appointed monitor ("Monitor") of the Applicants and the limited partnerships listed

on Schedule "A" hereto (the "Included LPs") (collectively, "First Leaside"), and upon

hearing the submissions of counsel for First Leaside, the Monitor, Fraser Milner

Casgrain LLP, in its capacity as Court-appointed representative counsel for the clients

of Applicant First Leaside Securities Inc. ("Representative Counsel"), and counsel for

Wimberly Fund, and The First Leaside Fund, no one else appearing, although served

as indicated by the Affidavits of Service of Patricia Hoogenband sworn June 22, 2072

and John N. Birch sworn June 27, 2012.

SERVICE

7. THlS COURT ORDERS that the time for the service of the notice of

motion and motion record herein be validated and abridged, any further service of this

motion record is dispensed with, and this motion is validly returnable today.

EXTENSION OF STAY PERIOD

2. THIS COURT ORDERS that the "Stay Period" as defined at paragraph 19

of the order of the Honourable Mr. Justice David M. Brown dated February 23, 2012

(the "Initial Order") be and is hereby extended to October 26, 2012.

Legal*7710591.5
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THIRD-RANKING INTER-COMPANY CHARGE

3. THIS COURT ORDERS that the Initial Order is hereby amended, nunc pro

tuns, to add a new paragraph 49A that states as follows:

49A. THIS COURT ORDERS that to the extent that (i) an
Applicant or Included L.P (a "Borrower") receives an inter-
company loan or other #ransfer (a "Transfer") from another
Applicant or Included LP (a "Lender") on or after February
23, 2012, or (ii) on a final allocation by the Court of
administration costs, certain of the administration cosfis of an
Applicant or Included LP (also a "Borrower" for the purposes
of this paragraph) secured by the Administration Charge
have been paid by another Applicant or Included LP (also a
"Lender" for the purposes of this paragraph) (a "Reallocated
Cost"), then, subject to the limitations set forth in this
paragraph:

(a) the Lender shall have a proven and valid claim against
such Borrower for the amount of such Transfer or
Reallocated Cost (each, an "Inter-Company Claim"); and

(b) the Lender shall be entitled fo the benefit of and is
hereby granted a charge (collectively, the "lnter-
Company Charge"} on the Property, which charge shall
not exceed the aggregate amount of such Lender's Inter-
Company Claim, as security for the Inter-Company Claim.

The Inter-Company Charge shall have the priority set out in
paragraphs 50 and 52 hereof.

4. THtS COURT ORDERS fihat the Initial Order is hereby amended, nunc pro

func, to add a new paragraph 49B that states as follows:

49B. THIS COURT ORDERS that pending further order of
this Court, a Lender shall not exercise any right or remedy
relating to any Inter-Company Claim held by such Lender.

5. THIS COURT QRDERS that paragraph ~0 of the Initial Order is hereby

replaced, nunc pro tune, with the following:

t,st;al*771os9t.5
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50. THIS COURT ORDERS that the priorifiies of the
Directors' Charge, the Administration Charge and the Inter-
Company Charge, as between them, sha{I be as follows:

Fist — Administration Charge (to the maximum amount of
$1,OOO,g00);

Second — Directors' Charge (ta the maximum amount of
$250,000); and

Third —Inter-Company Charge (to the maximum amount
of aggregate Inter-Company Claims).

6. THtS COURT ORDERS that the first clause in paragraph 51 of the Initial

Urder is hereby replaced, nunc pro tunc, with the following:

51. THIS COURT ORDERS that the filing, registration or
perfection of the Directors' Charge, Administration Charge or
Inter-Company Charge (collectively, the "Charges"} shall not
be required...

7. THIS COURT ORDERS that the firsfi clause in paragraph 52 of the Initial

Order is hereby replaced, nunc pro tunc, with the following:

52. THtS CURT ORDERS the each of the Directors'
Charge, Administration Charge and Inter-Company Charge
(all as constituted and defined herein) shall constitute a
charge on the Property and such Charges shall rank in
priority to all other security interests...

8. THlS COURT ORDERS that paragraph 53 of the Initial Order is hereby

replaced, nunc pro tune, with the following:

53. THIS COURT ORDERS thafi except as ofiherwise
expressly provided for herein, or as may be approved by this
Court, First Leaside shall not grant any Encumbrances over
any Property that rank in priority to, or pari passu with, any of
the Directors' Charge, Administration Charge or the Inter-
Company Charge, unless First Leaside also obtains the prior
written consent of the Monitor and the beneficiaries of the

Legal * 7710591.5
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Directors' Charge, Administration Charge and Inter-Company
Charge and further Order of this Court.

J. THIS COURT QRDERS that the first clause ire paragraph 54 of the Initial

Order is hereby replaced, nunc pro fu~c, with the following:

54. THIS COURT ORDERS that the Directors' Charge, the
Administration Charge and the Inter-Company Charge sha(I
not be rendered invalid or unenforceable...

AMENDMENT OF SCHEDULE ̀A'

10. THIS COURT ORDERS tha# Schedule "A" to the {nitial Order is hereby

amended, nunc pra funs, by deleting it in its entirety and replacing it with the entities

listed in Column B of Schedule "A" to this Order.

APPROVAL OF THE COMMUNICATIONS PROTOCOL

1 ~ . THIS CQURT ORDERS that the "Communica#ions Protocol {Re Potential

Asset Transactions)" dated as of May 24, 2012, and made between G.S. MacLeod &

Associates Inc., in its capacity as the Chief Restructuring Officer ("CRO") of First

Leaside, the Mon #or, Representative Counsel, and certain other investors who are

clients of Firsfi LeasEde Securities lnc. and have agreed to form a Trar~sactan

Subcommittee {as defined in the MacLeod Affidavit), is hereby approved nunc pro tune.

APPROVAL OF THE RETENTION OF GTC~I

12. THIS COURT ORDERS that the agreement between First Leaside

Retirement Residences Limited Partnership ("PERK"), First Leaside Realty ff Inc., First

Leaside Wealfih Management Inc., First Leaside Universal Limited Partnership, First



0

Leaside Progressive Limited Partnership, F.L. PrimeTime Lining Limited Partnership

and FLWM Holdings Limited Partnership on the one hand, and Grant Thornton

Corporate Finance Inc. ("GTCFI") an the other hand, pursuan# to which GTCF'I will act

as exclusive financial advisor in connection with the proposed sale, merger,

consolidation or other business combination of FLRR's interest in PrimeTime Living LP

Limited Partnership and the real property assets owned by Cherry Park Retirement

Residence LP, Orchard Valley Retirement Residence LP, The Shore Retirement

Residence LP and First L.easide Venture LP is hereby approved nunc pro tunc.

AMENDMENT OF REPRESENTATIVE COUNSEL PROVISIONS

13. THIS COURT ORDERS that paragraph 42 of the Initial Order is hereby

replaced with the following:

42. THIS COURT ORDERS that Fraser Milner Casgrain
LLP ("Representative Counsel") is appointed as
representative counsel in these proceedings to represent the
interests of clients of FLSI (the "Clients"), and to assist the
Clients wifih the filing of claims with the Canadian Investor
Protection Fund ("CIPF"), and the coordination of the CIPF
claims process with any future claims process that may be
conducted in the within proceedings. This representation will
continue unless and until written notice is provided by a
particular Client #o Representafiive Counsel that such Client
does not wish to be represented by Representative Counsel.

14. THIS COURT ORDERS that paragraph 44 of the Initial Order is hereby

replaced with the following:

44. THlS COURT ORDERS that Representative Counsel
shall be paid its reasonable fees and disbursements by First
Leaside. Representative Counsel shall be paid by First
Leaside in a timely manner for fulfilling its mandate in
accordance with this Order, upon the provision of invoices to

l,e€~al"`77 t0591.5
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First Leaside, subject to such redactions to the invoices as
are necessary to maintain solicitor-client privilege between
Representative Counsel and the Clients.

15. THIS COURT ORDERS tha# the Initial Order is amended to add a new

paragraph 44A that states as follows;

44A. THIS COURT ORDERS that Representative Counsel
shall pass its accounts from time to time, and for this
purpose the accounts of the Representative Counsel are
hereby referred to a judge of the Commercial List of the
Ontario Superior Court of Justice.

APPROVAL OF VISIONS 11 OWNERSHIP INTEREST

16. THIS COURT ORDERS that the proposed restructuring of the interest of

First Leaside Visions II ("Visions II") in eSight Corp. as described in paragraph 93 of the

MacLeod Affidavit (the "Visions II Restructuring") is hereby approved and the CRO is

hereby authorized and directed to take such steps and execute such documents in the

name of Visions II as are necessary to carry out the Visions II Restructuring.

APPROVAL QF CRO ACTIVITIES

17. TNIS COURT ORDERS that the conduct and activities of the CRO, as

described in the MacLeod Affidavit, be and are hereby approved.

APPROVAL OF MONITOR'S ACTIVITIES

18. THIS COURT ORDERS that the conduct and activities of fihe Monitor, as

described in the Third Report, be and are hereby approved.

19. THIS COURT ORDERS fihat, despite the provisions of paragraphs 3

through 9 herein, the Inter-Company Charge shall not apply to F.L. Master Texas, Ltd.,

Legg!*7710591.5
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F.L.W. Pond Master, Ltd., or F.L..W. Shores Master, Ltd. (collectively, the "Excluded

Lis") provided, however, that First L,easide may later seek to extend the Inter-Company

Charge to the Excluded LPs by motion brought on notice to Wimberly Fund and The

First Leaside Fund.

~~. THIS COURT Of2DERS that the extension of the Stay Period in paragraph

2 herein is without prejudice to the right afi Wimberly Fund and The First Leaside Fund

to bring a motion to lift the stay in respect of the Excluded LPs.

r

~t~~~~~~t~ ~T; ~~s~~-r ~, ~o~r~~-ro
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SCHEDULE "A": CORRECTION OF NAMES OF INCLUDED LPs

Column A: NAME ON INITIAL CDURT ORDER Cotumn B:REVISED LEGAL NAME

B&W LP B&W Limited Partnership

Development Notes Limited Partnerships Development Notes Limited Partnership

Dossierview LP Dossierview Limited Partnership

eSight LP eSight Limited Partnership

F.l.. Beverages Group limited Partnership F.L. Beverages Group Limited Partnership*

First Leaside Acquisitions 2000 LP First Leaside Acquisitions 2000 Limited Partnership

First Leaside Acquisitions LP ~ First Leaside Acquisitions Limited Partnership-.__ ~.~ _..~_~....._~_._.__.......__
first Leaside Advantage LP

__..—T..._ _...~.._.__.__.._____._--
First Leaside Advantage Limited Partnership

First Leaside Developments LP ̀ ~ T~ First Leaside Developments Limited Partnership

First Leaside Elite LP First leaside Elite Limited Partnership

First Leaside Enterprises LP ~~v~ First Leaside Enterprises Limited Partnership

FirsC Leaside Entities l.P First Leaside Entities Limited Partnership

First Leaside Expansion LP First Leaside Expansion Limited Partnership

• First Leaside Global Limited Partnership
• First Leaside Global LP

First Leaside Global Limited Partnership

First Leaside Growth LP First Leaside Growth Limited Partnership

First Leaside Income LP ~ First Leaside Income Limited Partnership

First Leaside Investors LP First Leaside Investors Limited Partnership

First Leaside Operations LP First Leaside Operations Limited Partnership

First Leaside Opportunities LP First Leaside Opportunities Limited Partnership

First Leaside Optimal LP First Leaside Optimal Limited Partnership

First Leaside Partners LP 

~~

First Leaside Partners Limited Partnership

First Leaside Preferred LP First Leaside Preferred Limited Partnership

First Leaside Premier LP First Leaside Premier Limited Partnership

First Leaside Progressive LP First Leaside Progressive Limited Partnership

First Leaside Properties LP First Leaside Properties limited Partnership

First Leaside Quality LP First Leaside Quality Limited Partnership

First Leaside Real Estate LP ~ First Leaside Real Estate Limited Partnership

First Leaside Realty II LP First Leaside Realty II Limited Partnership

First Leaside Realty lP First Leaside Realty Limited Partnership

• First Leaside Retirement Residences Limited
Partnership

• First Leasicle Retirement Residences LP
• F.L. Retirement Residences limited

Partnership

First Leaside Retirement Residences Limited
Partnership

—_.___ .....~.._~
First Leaside Select LP

._~___.
First Leaside Select Limited Partnership

First Leaside Spring Valley LP F.L. Spring Valley Limited Partnership

First l.easide Superior LP First Leaside Superior Limited Partnership ~_

First Leaside ~T'echnolagies LP First Leaside Technologies Limited Partnership i

Legal*771 Q~9 A .S
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First l.easide Ultimate LP First Leaside Ultimate Limited Partnership

First Leaside Unity LP First Leaside Unity Limited Partnership

First Leaside Universal LP Firsfi Leaside Universal Limited Partnership

• first Leaside Venture Limited partnership
• First Leaside Ventures Limited Partnership

First Leaside Venture Limited Partnership
_.._.,,,.....__.,,,,,,_.._.

First Leaside Visions I LP First l.easide Visions I Limited Partnership

First Leaside Visions II LP First Leaside Visions II Limited Partnership

First Leaside Visions III LP First Leaside Visions III Limited Partnership

First Leaside Visions IV LP First Leaside Visions IV Limited Partnership

First Leaside Wealth Management LP First Leaside Wealth Management Limited Partnership

FL Master Texas Ltd. ~ F.L. Master Texas, Ltd. W^

FLW Pond Master Ltd. F.l..W. Pond Master, Ltd.

FLW Shores Master Ltd. F.L.W. Shores Master, Ltd.

FLWM Holdings Limited Partnership FLWM Holdings Limited Partnership*

Greencore LP Greencore Limited Parfinership 

~~Marksman Celiject LP ~ ~ ~~ Marksman Celiject Limited Partnership

Metabacus LP ~ ~ ~ Metabacus Limited Partnership

Mill Street Limited Partnership Mi11 Street Limited Partnership*

Old Mill Pond LP Old Mill Pond Apartments limited Partnership

OMISA LP ~ ~~ OMISA Limited Partnership y

glace Concorde East LP ~ Place Concorde East Limited Partnership

Place Concorde West LP ~~ ~u~~mm._ Place Concorde West Limited Partnership_.r..__----..__....._._.._._._.~___..
Preston Racquet Club Real Estate Limified
Partnership Series 910 PA

Preston Racquet Club Reat Estate Limited Partnership

Series 910 PA

Preston Racquet Club (teal Estate Limited
Partnership Series 910 PB

Preston Racquet Club Real Estate limited Partnership

Series 910 PB

Preston Racquet Cfub Real Estate Limited
Partnership Series 910 PC

Preston Racquet Club Real Estate Limited Partnership
Series 910 PC

Preston Racquet Club Real Estate Limited ~ ~
Partnership Series 910 PD

Preston Racquet Club Real Estate Limited Partnership

Series 910 PD

Queenston Manor LP Queenston Manor Limited Partnership

~~Special Notes LP Special Notes Limited Partnership

Special U.S. Notes Limited Partnership ~ ~ Special U.S. Notes Limited Partnership

The Bluffs of Lakewood LP The Bluffs of Lakewood Limited Partnership

The Shores LP ~~ u ~ The Shores Limified Partnership

Tyromer LP ~~~ ~ Tyromer limited Partnership 

~~Uxbridge Development LP Uxbridge Development Limited Partnership

Wimberly Apartments LP ~~ ~~ ~ Wimberly Apartments limited Partnership

Note: *indicates that the correct legal name was previously provided end the e~itity name has

not changed from Column A to Column B

[,e~al*7710591.5
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This is Exhibit "F"referred to in the Affidavit of Greg MacLeod
sworn August .Z.v..., 2012

Commissioner for Taking Affidavits (or as may be)
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ADaITiONAL FIRST LEASIaE CANADIAN PROPERTIES LISTED FOR SASE

~~~~~~~~

36 Bramtree Court, Brampton

FIRST LEASIDE LP THAT
AWNS THE PROPERTY

~-IST PRICE

First teaside Growth LP $ 5,000,000

164 Cemetery Road, Uxbridge First Leaside Progressive LP $2,700,000

62 Mill Street, Uxbridge First Leaside Investors LP $1,6Q0,000

168 Brock Street, Uxbridge First Leaside Expansion LP $1,5QD,OOQ

4 Victaria Street, Uxbridge First Leaside Expansian LP $1,500,000

65 Fort Streefi, Tilbury First Leaside Investors LP $ 3,250,000

123 Erie Street, Wheatly First Leaside Unity LP $ 450,000

Legal*76767Q4,1
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This is Exhibit "G" referred to in the Affidavit of Greg MacLeod
sworn August Z.U..., 2012
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AGREEMENT OF PURCHASE AND SALE

Outset Media Corporation (hereinafter called the "Purchaser") hereby offers to purchase
from 2085306 Ontario Inc. (hereinafter called the "Vendor"), through, Colliers Macaulay
Nicolls (Ontazio) Inc., Brokerage, (the "Listing Broker") the T'roperty (as hereinafter
defined) subject to the terms and conditions hereinafter set forth.

1. In dais ageement the following terms shall. have the following respective
meanings:

(a) "Agreement" means this Agreement of Purchase and Sale to be constituted
by the acceptance of the offer herein;

(b) "Building" means the multi-unit industrial building of approximately
69,895 square feet constructed upon the Lands, outdoor parking areas and
all other plant, equipment, landscaping and other improvements affixed to
and forming part of the Property;

(c) "Building Contracts and Warranties" has the meaning set out in subsection
3(c)(vi) hereof;

(d) "Business Day" means a day upon which the Land Registry Office in the
[City/Town] of Brampton is open for business;

(e) "Chattets" means the goods, eyuipment and chattels owned by the Vendor'
and comprising part of and/or used iai the operation and management of
the Pa~operty, as set out in a list to he provided by the Vendor pursuant to
section 3 (c) (iv) of this Agreement;

{~ "Closing Date" means the 15`x' Business Day after• the expiry of the
Coilditiona] Period;

(g) "Conditional Period" has the meaning set out in section 4 of this
Agreement;

(h) "Inspection Reports" has the meaning set nut in subsection 3(c)(viii)
hereof;

(ij "Lands" means the lands of approximately 3.54 acres situate in the
[City/Town] of Brampto~l, municipally designated as 36 Braintree Court,

Brampton and being composed of Plan 43M 373 At Blk 2 Rp 13R2599i
Part 2, PIN 14207-0166;

(j) "Lease Agreements" has the meaninb sct out in subsection 3(c)(v} Hereof;

(k) "Permitted Encumbrances" means the encumbrances listed in Schedule

"A" attached hereto;
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(1) "Plans and Specifications" means the plans and specifications for the
Building and other improvements to be made available to the Purchaser
pursuant to sub-section 3 (c}(vii) hereof;

(n~) "Property" means collectively the Lands and the Building, and, where the
context permits, the Chattels;

fin)

2. (a) Subject to Court approval of this Agreement and the transactions
contemplated herein, the Purchaser herby agrees to purchase from the
Vendor and the Vendor hereby agrees to sell to the Purchaser the Property
on the terms and conditions hereby contained for the aggregate purchase
price of to
be paid or satisfied as follows:

(i) The Purchaser shall submit, within twenty four (24) hours of
acceptance of this offer, the sum of One Hundred Thousand
Dollars ($] 00,000.00} by negotiable cheque payable to the Listing
Broker as a deposit to be held by it in trust pending completion or'
other termination of this Agreement and to be credited towards the
purchase price on completion; ~ I ~~/ ~ ~

f1G'{~

(ii) The Purchaser shall pay a furt~deposit o£ One Hundred ands,
Fif[y Thousand ~~) Dollars upon waiver of the
conditions as described in Section 4 (b) of this Agreement to be
held by die Listinb Broker in trust pending completion ~r other
termination of this Agreement and to be credited towards tllc
purchase price on completion. ']'he initial deposit and die further
deposit shall be placed in an interest bearing account or ternt
deposit with all interest to be paid to the Purchaser as soon as
possible after closing; or other tcnnination of this Agrccmcnt;

(iii) The Purchaser agrees to pay the balance of the purchase price by
certified ehec~ue or bank draft fro~r~ a Canadian eharterc.ci bank,
subject to the adjusnnents provided for herein, on the Closing
Date.

This A~;rcement shall be completed on the Closing Date at the offices of
the Vendors solicitor subject to real property registrations sent
electronically effected in the Pccl Registry Qftice.

(b) if the transaction contemplated by this Agreement is i7ot completed for
any reason other than as ~ result of the deflult by the Purchaser, then all
deposits together with all interest accrued thereon shall be retu~ ned to the
Purchaser without deduction.
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3. The Vendor covenants and agrees to:

(a) Provide to the Purchaser's solicitors, within two (2) Business Days of a
written request therefor, written authoz-izations addressed to governmental

authorities having jurisdiction over the Property or any part thereof,
authorizing such departments to release to the Purchaser or its solicitors
any information contained in their files.

(b) During the Conditional Period, permit the purchaser to conduct
inspections and tests of the Property (including environmental and
engineering investigations) provided such inspections and tests shall not
interfere with the rights of the Tenants and] that the Purchaser shall repair
any damage resulting from the inspection and tests.

'~ (c) Provide to tl~e Purchaser, within five (5) Business Days following
acceptance of this offer, either through provision of hard copies or by
providing access to a virtual data room, the following:

(i) survey of the Building and Lands prepared by a duly licensed
Ontario Land Surveyor, if in the possession of the Vendor;

(ii) ] a rent roll current as of June, 2012;

(iii) a list of all the goods and equipment and chattels owned by the
Vendor and comprising part of and/or used in the operation or
management of the Property (the "Chattels'.').

(iv) all offers to lease, leases, assignzne»ts and renewals thereof (the
"Least Abreements") relating to the Property;

(v) management, maintenance, service and repair contracts, equipment
rental conli•acts or leases, building and equipment warranties
effecting the Prope~~ly (the "Building Contracts and Wan~anties");

(vi) aU architectural, mechanical, elect~icaL site and structural plans
ai d specifications for the Building (the "Plans anti Specifications"),
if any; which are in the possession or control of the Vendor;

(vii) all em-ironmental assessment rzports and buildinb inspection
repot~ts rclatii~~ to the Property {the ̀ 'Inspection Reports"} wl3ich

are in the possession or control of the Venclor;_and

(viii) true copies of all realty tax bills for 2011 and interim statements

for 2012, statement of operating expenses for ZU11 and any

operating expense estimates for 2012 anal a breakdo~m of these

expenses for each Tenant for these periods (if applicable);

4. (a) The Purchaser's obligations to complete the agreement to he constituted

f t ~,
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by the acceptance of this offer shall be conditional unti15:00 o'clock p.m.
on the 20~h Business Day foIlowin~ the final acceptance of this offer (the
"Conditional Period") upon each of the following conditions:

(i) the Purchaser approving the Lease Agreements pertaining to the
Property and being satisfied, in its sole discretion, as to the status
of the tenancies;

(ii) the Purchaser being satisfied; in its sole discretion, with the
Permitted Encumbrances; and

(iii) the Purchaser being satisfied, in its sole discretion, with the
condition of the Property and the Inspection Reports; and

(iv) the Purchaser, in its sole discrctian, securing satisfactory
financing; and

(b) If the conditions set out above are not fu]~lled within the Conditional
Period and the Purchaser fails to notify the Vendor or Vendor's solicitor
that such conditions have been waived within the Conditional Period, then
this Agreement shall be null and void notwithstanding any intermediate
acts or negotiations, and in such event, the Purchaser's deposit, together
with any interest accrued thereon, shall be forthwith retu~~ned to the
Purchaser without deduction and neither party shall be liable to the other
for any loss, costs or damages.

S. The Vendor represents, covenants, and warrants to the Purchaser that:

(a) the Vendor will not rent or lease any premises, nor will it amend or
terminate any current lease, nor will it lower its standards for acceptance
of tenants, nor will it enter into any servicing agreements with respect to
the Nroperty after the date of acceptance herein except with the consent of
the Purchaser, such consent not to be unreasonably withheld;

(h) the Vendor will operate and maintain the Property wail the Closing Date

in a manner equivalent to the Vendor's prior man~Se:ment;

(c) )the vendor ~~ill, on the Closing Date, an-ange for fin~il meter readings to
be ~~erfonned for all utilities that ai-e not paid by the Tenants;

(d) the Vendor is not anon-resident of Canad~~ within the meaning of The
Income Tax Act of Ca~~ada;

(e) all of the representations; wan-anties and covenants of the Vendor
contained in this section shall he true on and as of the Closing Date with
the same effect as if made on and as of the C'losi~ig Date;

~J " '
.~—!
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(~ the Vendor has provided to the Tenants statemez►ts for year end
adjustments for additional rent for all prior periods ending on or before
December 31, 2011, and has settled with the Tenants any claims for
overpa~m~ent during such periods. The Vendor shall be responsible to
reimburse any Tenant For any overpayments of basic rent or additional
rent for any period ending on or before December 3 I , 20 ] 1;

(g) the Vendor has no knowledge and has a-eceived no notice of the following:

(i} any claim of or proceedings commenced with respect to the
expropriation of the whole or any part of the Lands;

(ii) any pending or threatened litigation as a result of any violation of
any existing by-laws, regulations or statutes relating to the use o#'
the Lands;

(h) the Vendor shall pay and discharge any financial encumbrance, which is
not to he specifically assumed by the Purchaser pursuant to this
Agreement;

6. The Purchaser's obligations to complete this agreement shall he conditional upon
all of the representations, covenants and warranties of the Vendor contained in
this Agreement being true, complete and fulfilled as at the Closing Date.

7. The Pw~chaser acknowledges that there are no representations, warranties,
collateral agreements or conditions affecting this Agreement or the property other
than ~s expressed herein in writing. The representations, warranties and
covenants contained in this Agreement and made by the Vendor shall survive the
closing of the transaction contemplated herein and shall remain in full force and
effect.

8. `I'hc Vc3ldor covenflnts and a~-ees to deliver to the Purchaser on the Closing Date
in ~ form satisfactory to the P'urchaser's soticitoc, acting reasonably:

(a) A sale approval and vesting order in a form acceptable to the Purchaser
actinb reasonably;

(b) Assigmnents in favour of the Purchaser of such ~~~arranties: guarantees,
and indemnities relating to the Property as may be in existence at the

Closing Date, provided that same are assignable;

(c) Stateme~it of Adjustments in duplicate, «pith the d~~aft Statemc~it of

Adjushnents to be provided at least 3 Business Uays in advance of the

C(osiil~ Date;

(d) Originals and executed copies of all Lease Agreements in the Vendor's

possession and all te~~ant files in the possession or control of the Vendor;

• '
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(e) A general assignment of the Lease Agreements together with directions
executed by the Vendor addressed to the occupants directing atl future
rental payments to be paid to the Purchaser or as it may direct;

(f} Tenant estoppel certificates executed by each of the Tenants wherein each
Tenant acknowledges and con~nns the status of such Tenant's lease,
rental payments made, deposits and the lease documentation, in a form
acceptable to the Purchaser, acting reasonably;

(g) Bquiprnent and building warranties, building plans and specifications,
operating manuals and any service and maintenance contracts affecting the
Property which the Purchaser has agreed in writing to assume and which
are in the possession ofthe Vendor;

(h) A complete set of keys acid any codes, locks and related information for
the Property;

(i) Copies of all rent rolls, ledgers and any documents showing the amount of
base rents, separate charges, facilities and services included in the base
rent or covered by separate charges and the dates and amounts of all
increases; and

(}) An undertaking to readjust with respect to tl~e Statement of Adjustments,
which undertaking shall contain the acknowledgement and undertaking of
the Vendor that it is responsible for any adjustments for overpayment of
basic rent or additional rent paid by Tenants for any period prior to the
Closing Date.

All documentation to be produced by the Vendor on closi3lg shat] be prepared by
and at the expense of the Vendor unless otherwise provided. Any tender of
docwnentation or mo~zey ~i~ay be made upon the parties hereto or upon the
solicitors actinb for them, respectively, and money may be tendered by certified
cheque or bank draft from a Canadian cha►-tered bank acce~~tahle ro the Vendor,
acting reasonably.

10. The Vendor and the Purchaser sha11 adjust the Ptn•chase Price, as of the Closing
llate, in respect of the following itei7is:

(a) Realty taxes and local improvements a~ates and ehai~ges, if any;

(ii) Any amounts paid under the contracts which tl}e Purchaser has agreed in
writing to assume on closi,tig;

(c) All current rents;
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(d} Security deposits and pre-paid rents paid to, and held by, the Vendor
pursuant to the Lease Agreements; and

(e) All other items reasonably capable of and, subject to the provisions of this
agreement, properly and usually the subject of adjustment in connection
with the ownership, operating and management of the Property of
whatsoever nature as mutually agreed to by the parties acting reasonably
(collectively the "adjustments") with the Closing Date itself to be
appointed to the Purchaser. The Vendor and the Purchaser acknowledge
and agree that the Purchaser shall arrange its own insurance coverage to be
effective as of Closing.

Rental arrears recoveries which have accrued prior to and including the
Closing Date shall remain the property of the Vendor. The Purchaser shall
not be required to collect any arrears of rent, additional rent, or the charges
due from the Tenant on behalf of the Vendor•, but the Vendor may do so
after closing. Arrears of rent shall not be adjusted, but if the Purchaser
receives airy payments on account of arrears, it shall remit the same to the
Vendor.

11. Eac}~ of the Vendor and the Purchaser shall retain a lawyer to complete this
Agreement of Purchase and Sale and where the transaction will be completed by
electronic registration pursuant to Part IIl of the Land Registration Reform Act,
R.S.O. 1990, Chapter L4 and tl~e Electronic Registration Act, S.O. 1991, Chapter
44, and any amendments thereto, the Vendor and the Purchaser acknowledge and
agree that the exchange of closing funds, non-re~isterable documents and other
items (the "Requisite Deliveries") aiid the release thereof to the Vendor and the
Purchaser wil} (a) not occur at the same tirr~c as the registration of tl~e
Transfer/Deed (and any other documents intended to be registered in coimection
with the completion of this transaction) and (h) shall he suhject to conditions
whereby the lawyees receiving any of the Requisite Deliveries will be required to
hold same in t~vst end not release sar~~e except in accur~l~uce wiUi the teuiis of a
Document Registration Agreement between the said lawyers. The Vendor and the
Purchaser irrevocably insh~uct the said lawyers to be bound by the Document
Registration Agreement 4vhich is recommended from time to time by the Law
Society of Upper Canada. Unie:ss other~~~ise agreed to by the latiryers, such
exchanr;e v1' the Requisite Deliveries will occur in the applicable Lancl Titles
Uftice or such other location agreeable to both lawyers. This Agreement shall
be completed by no later than x:00 p.m. nn the Closing Date.

12. Title to the Lands shall he good end free on the Closing Date from encumbrances,
registered restrictions, charges: and liens except for Permitted Enewl~brances. LI
the event that a discharge of any mr~rtgage or charge held by a chartered hank.
trust coil~pany, credit union or insurance company which is not to be assumed by
the Purchaser un completion is not available in rc:gisterable form on Closing, the

Purchaser asrees to accept the Vendor's solicitors' personal undertaking to obtain

a discharge of such charge/mortgage in registerable fom~ and to register same on

~J~
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title within ninety (9U) days after completion, provided that on or before
completion the Vendor shall provide to the Purchaser a mortgage stateme~it
prepared by the mortgagee addressed to the Purchaser and setting out the balance
required to obtain the discharge, together with a direction executed by the Vendor
directing payment to the mortgagee of the amount required to obtain the discharge
out of the balance due on closing. The Purchaser is not allowed to call for
production of any title deed not in the Vendor's possession or under its control.
The Purchaser shall be allowed until the expiry of the Conditional Period to
satisfy itself that there are no municipal work orders or deficiency notices
outstanding against the Property and that its present use, multi-unit industrial
may 6e lawfully continued, that the Building may be insured against fire, and to
examine the title of the Vendor to the Property at the Purchaser's awn expense.
If within the aforesaid period any valid objections to title are made in writing to
the Vendor which the Vendor shall be unable or unwiIlin~ to remove and which
the Purchaser will not waive, this Agreement shall, notwithstanding any
intermediate acts or negotiations in respect of any such objections, be null and
void and neither party shall be liable for any costs or damages and the deposit
together with the accrued interest thereon shal] be paid and returned forthwith to
the Purchaser without deduction and neither party shall have any further rights or
obligations hereunder.

13. The Property shall be and remain at the risk of the Vendor until the Closing Date.
Pending completion of this Agreement, the Vendor shall hold all fire insurance
policies and the proceeds thereof in trust for the parties hereto as their respective
interests may appear. 7n the event of damage to the Property, or any part thereof,
in excess of One Hundred Thousand ($100,000.U0)prior to the Closing Date, then
the folluwing provisions shall apply:

(i) The Purchaser may elect within ten (10) days after the receipt from
the Vendor of notice of the happening of such damage, but not
thereafter, to terminate this agreement, or

(ii) The Purchaser may elect to take the proceeds of the insurance (if
such are available to it) and complete this abreemcnt.

if the damage to the Property is less than One Hundred Tliouslnd ($100,000.00),
the Vendor sViail repair the damage to the Property and if the Vendor• is u~iable to
complete such re~~airs prior to the Closing Pate, the amount required to pay for
such repairs shall he held back in trust by the solicitor for the Vendor from the
f~uZds payable on cIosin~; and shall not be released until such repairs are
completed and paid for by the Vendor.
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l4. All notices and communications ~~~hich may he or are required to be given by any
patty to the other party, sha11 be in writing and (i) delivered personally, (ii) sent j

by prepaid courier service, (iii) sent by facsimile or od~er similar means of
electronic communication or (iv) sent by registered mail; charges prepaid, to die

parties ~t their following respective addresses:
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(a) If to the Vendor:

Attention:

Facsimile:

~-mail:

with a copy to Vendor's Counsel

Cassels Brock &Blackwell
40 King St. West, Suite 2100
Toronto, Ontario
MSH 3C2

Attention: Paul Muchnik

Facsimile: (416) 642-711 S

E-mail• pmuchnik chi casselsbrock.com

lPto the Purchaser: Outset Media Corporation

#106-4226 Commerce Circle

Victoria BC, V8Z GNG

Attention: Dave Manga

Facsimi le: 2~0-592-722

E-mail: dave(~,outsetmedia.com

with a copy to Purchaser's Counsel

Attention:

Facsianile:

E-mail:

• ~
•



(b) Any such notice or other communication shall be deemed to have been
given and received on the day on which it was delivered or transmitted (or,
if such day is not a Business Day, on the next following Business Day) or,
if mailed, on the third Business Day following the date of mailing;
provided, however, that if at the time of mailing or within three Business
Days thereafter there is or occurs a labour dispute or other event that
might reasonably be expected to disrupt the delivery of documents by mail,
any notice or other communication hereunder shall be delivered or
transmitted by means of recorded electronic communication as aforesaid.

(c) Any party may at any time change its address for service from time to time
by giving notice to the other parties in accordance with this clause 14.

15. This Agreement is subject to the express condition that it shall he effective to
create an interest in the Property only if the land division control provisions of the
Planning Act, as amended are complied with.

lb. Time shall in al} respects be of the essence of this agreement, provided that the
time for doing or completing of any matter provided for herein nnay be extended
or abridged by an agreement in writing signed by the Vendor and Purchaser or by
their respective solicitors who are hereby expressly appointed in this regard. Tf
any relevant dates set out in this Agreement for the pei-fonnance of any act by the
Vendor or the Purchaser falls upon a day which is not a Business Day, then in
such case the date shall be automatically extended to the next Business Day,

17. This agreement shall he read with all changes of gender or number required by the
context and shall enure to the benefit of and be binding upo~~ the parties hereto
and their respective successors and assigns.

] 8. This Agreement may he executed in any number of counterparts, and/or by
facsiuiite or e-mail transmission of Ailobe Acrobat files, each of ~~hich shall
constitute an original and all of which, taken together, shall constitute; one and the
same instrument. Any panty executing this Abreement by fax or ndobe Acrobat
tile, shall, immediately following the request by any other party, provide an
originally executed counterpa~l of this Agreement provided; however; that any
failure to so provide shall not wnstitute a• breach of this Agreement.

19. The Pu~~chasei• shall Fie respo~lsible for paying, all ti•ansfe~- taxes applicable to flits
transaction, incJudin~; without limitation, land transfer tax, The Purchaser
represents, warrants and agrees that on or before closing the Pw~chaser shall
provide tc~ the Vendor its H.S.T. registration number and/or that of any assignee.

~• The Ptu'chaser shall deliver to the Vendor on closing a ~~ritten covenant that the
Purchaser shall be liab{e, sha11 self assess and remit ro the a}~prol?riate
governmental authority all H.S.T..which may be payable in connectio~~ with the
transfer of the property made pursuant to this Agreement and that the Purchasei-
shall incleinnify the Vendor in respect thereof:

cu~
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20. This transaction shall be conditional upon the Vendor receiving approval from
the Ontario Court of Justice pursuant to the Canadian Companies Creditors
Arrangement Act.

21.
.: It is agreed that the Purchaser shall have the right at any time up to five (5) days

before the Closing Date to assign this Agreement to a corporation or corporations,
and/or person or persons, and when such assignment shall have been made and
written notice thereof shabJ have been given to the 'Vendor or its Solicitors, the
assignee shall assume all of the Purchaser's rights and obligations hereunder to the
same extent and in the same manner as if such assignee had executed this Agreement
as Purchaser, However the by virtue of such assignment the existing Purchaser is
not released of their obligation.

22. The Vendor agrees that this offer shall be irrevocable by it until 4:00 p.m. on the
25th day of July, 2012, after which time, if not accepted, this offer shall be null
and void.

IN WITNESS WHEREOF the Purchaser has executed this Agreement this day
of.~uly, 2012.

Outset Media Corporation

Per: l../
Na►ne: Dave a ga
Position: I'resi

1 have authority to bind die Corporation

The Vender accepts the offer.

•
• t

IN W1'I'NESS WHEREOF the Vendor has executed this f\greement this

2;.3i~d day of ]lily, 2012.

~.5~ ~{~CLC~6t'a F /~SSoti/}iC~ % tt)~ .,

.~..r~%E!- .'( ~~ S r 2u~ i "c:~Qi.✓G c' Fri Liif'
:?,•~ ~

Per:... .
~~ Name: Grey; Mac eod

,. ~ Position: A. S. O.

1 have autl;ority to bind the Corporation

V J~
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SCI-IEDULE "A"

PERMITTED ENCUMBRANCES

"Permitted Encumbrances" means:

1. the reservations, limitations, exceptions, provisos and conditions, if any,
expressed in any original grants from the Crown including, without limitation,
the reservation of any mines and minerals in tJte Crown or in any other person;

2. encumbrances respecting minor encroachments by any Property over
neigf~bouring lands and/or permitted under agreements with the owners of such
other lands and minor encroachments over any Property by improvements of
abutting land owners;

i. title defects or irregularities which are of a minor nature and in the aggregate will
not materially impair the use or marketability of the Propes•ry;

4. all easements, servitudes and rights-of-way which art registered against the
Property;

5, any subdivision, site p[an, development or other similar regional ar municipal
a~zr~ements and registered restrictions, provided the same have been complied
with;

6. J the Leases aald any charge of the 't'enant's or a subtenant's interest therein;

~~
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This is Exhibit "H" referred to in the Affidavit of Greg MacLeod
sworn August .~..., 2012

for Taking Affidavits (or as maybe)



SKYLINE REAL ES'1'Al'E ACClU15fTlON5 (I!} (NC.

PURCHASE ~RfJM

HARMONY "t()WN Ht)MES LIMITED PAR7NEt~SHIP

BY 175 GENERAL PAF2TtJER, F.L. SECURITIES fNC.

AGREEMENT ~F PURCHASE AND SA~.E

Progertw:

66 Fort Street, Tilbury, Ontar'sa

Legal' 7678423.7
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6ETWEEN

AGREEMENT C7F 1'URCtiAS~ ANQ SALE

5NYl.INE REAL ESTATE ACQUISiTI{}NS 1NC.
(h~reina(ter called the "Purchaser")

OF THE f~RST F}F~+?T

-and -

HARMONY 70WNHt~PAES LUNIT~D PARTNERSHIP
8Y iTS CFNF#2Ai. ~*NRTNER, P.l.. S~CllR171E8 tNC.

(h8i81t18ftP,i c;~l{ed the "Vendor")

OF THE SECOND PART

WHEREAS the Vendor is the sale registered and beneficial awner oI the Purchased Assets;

AN() WHE~tEAS subject to Gourt Approval ofYhis AgreEment and the transactions contemplated hereby,
the Vendor has agreed to sell the f'i~rchased Assets to fhe Purchaser an~f the Purchaser has agreed to
purchase tl~ie Purchased Assets from fhe Vendor on the Terms artd conditions set Pnrth in this Agreement;

FOR VALLiE RECEIVED, the padies covenant and agree as follows:

ARTICLE 1
DEPINIFtaNS ANT? SCHEDULES

i.1 to this Agreement, the fnilawing terms uaili have the fo~towing meanings:

(a) "Agreement' means the agreement of purchase and sale to he constituted by
acceptance of the offer herein.

{b} "Applicable Laws" means all laws, by-laws, rules, regulations, orders, judgments,
decrees, deuisians ar other requirements h8ving irie force of law in C7nYario.

(c) "Assignment of Assumed Contrae#s" ha& the meaning ascribed thereto in Serlion
10.1{I}.

(d; "Assignment of teases" has tfie meaging ascribed thereto in Segtion 10.1(b}.

(e) "Assumed Contracts" means atl Contracts that the Purchaser agrees to assume on
Closing, if any.

(t} "Buttdings" means the three four-storey, multi-unit residential buildings located on the
Lands bearing municipal address 6S Dort Street, Tilbury, Ontario, consisting of 50
residential townhouses with no commercial units or uses, together with those fixtures and
improvements located therein, thereon or elsawhere on the lands which are owriect by
the Vender and used in GonnecNon therewith.

(g} "Business Qay" means any day other than a Saturday, Sunday or statutory holiday in
pntario.

(h) "Chattels" means the equipmNnt, inventory, appliances, supplies, machinery and other
chattels located in the Buildings or on the Lands awned by the Vendor and used in
con~ect~on v~ith the oparatinn v# the Buildings and the Lands, a!I to tae detailed in the
Vendor's Deliveries.

(i) "Glatms" means ati past, present and future claims, soils, proceedings, liahilities,
obligat+one, dosses, damages, penalties, judgments, costs, expenses, fines,
disbursements, legal lees on a full indemnity basis and other professional fees and
<iisbursem~nts, interest, demands and actions of any nature ar any kind whatsoever.

{17 "Closing Date" means dctotyei- i„ 2012 .

{k) "Closing"means completion qi' the Transaction.

{i) "Condition Date" means thak date which is 35 days after acceptance aF khis nHer.

Legel`7GTCi421.4
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(m) "Contracts" means all service antl other agreements. other than the Leases, relating to
the Purchased Assets.

(nj "Deposil" means the Firsf t7e{r.~sit and, if paid, the Second Deposit.

(o} "Existing Survey" means all existing surveys »nd site plans of the Lands and Buildings
in the Vender's Control or possession

(pj "First deposit" h2s the meanv~y ascribed thereto in Section 2.1(a).

{qj "Governrcwntal Authority" nmans any regulatory authority, government {including the
Mun~apality) or quasi-governmental department, agency, utifily, commission, board,
tribunal or court having jurisdiction on behalf of any nation, pravincs or state or other
subdivision thereof or any municipally, district or other subdivision therepf ha~~ing
jurisdiction over ttie Purchased Assets.

(rt "Hazardous Substances" means any pollutants, dangerous substance&, liquid waste,
industrial waste, hauled hgwd waste, toxic substances, hazardous waste. hazardous
rnateria~s, hazardous substances nr coNaminanis pursuant to Appl"cable Laws.

{s) "Lar~diosd" has the mearnng ascribed thereto in Sectlon 9.1 (u}.

{t) "Lands" means the lands munic:patly and legally described in SchedulE "A" annexed
hereto.

(u) "Leases" means the leases, o`fers to lease find rental agreements, and any extensions
thereof and/or amendments tfiereta, #ogether with all indemnificatians/guarantaes
thereof, in respect of the premises at the Buildings existing as of the date hereof and at
Closing berveen the landlord descriiaed therein or its predecessor or successor (the
"Landlord") and the tenants of such premises {the "'tenants"), as described in the tent
Rolls to kae delivered by the Vendor pursuank hereto.

(vy "Municipality"means the City of 7i~bury

(w) "Permitted Eneumbtaoces" rr~eans any encumbrancesfregistratians fisted on Schedule
~~~»

(xj "pereo»" includes an individual, a corp~raGon, a partnership, a trust, an unincorporated
organization, the governrrient of a c~,ountry nr any poliGcai subdivision thereof, or any
agency or department of any such government, and the executors, administrators or
other legal tep~esentatives of an individual.

(y) "purchased Assets" means, calfective'ry:

(i} the lands;

{ii) iha Buildings;

(iii} the Chattels,

!iv) the Assumed Contracts; and

{vl tt~e Warranties

(vi) and all other rights and a!t other property, assets, rights, interests, entitiemenis,
benefits and privileges of the Vendor of every nature and kind whatsoever related
to the foregoing owned by the Vendor or used dy the Vendor in connection with
the ownership, maintenance, repair, leasing, operation, cleaning, security, fire
protection, or servicing of any part or a!l of the lands and Buildings,

(z} "Purchase Price" has the rneaniny ascribed thereto in Section 2 1.

{aa) "Purchaser's Architect' means an architect, engineer or crther qualified expert
appo=nted by the Purchaser who is at arm's length to the Purchaser.

(bb) "Purchase:r's 3ulicitors" means Gfirisiopher P. Moss, Barrister &Solicitor, 70 Fountain
Street East, Guelph, Ontario, N1N 3N6; Phone (519} 87.&-0439; fax: (379} 836-23213;
ernaiE: cmoeSQskylineoniine.ca andlor such firm or firms of salidtora or agents as are
retained by the Purchaser from time to time and notice of which is provided to the
Vendor.

(cc) "Realty Taxes" means ail realty saxes and like taxes and charges levied ag2inst the
Lands or any part thereof by the Municipality, including municipal and education terries,

i.egal'7676d23.7
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development n~ redeveionment charges, local improverrrent charges, business
improvement area charges, supplementary saxes, etc

{dd} "Release" means, m addition to [he meaning given to it und~zr any Applicable Laws, any
release, spill, leak, pumpiny, pouring, emission, emptying, discharge, ;ajectinn, escape,
leaching, disposal, dumping, dP.ptlSlt, 5(7fs~ylft(~, burial, abandonment, inCineretipn,
seepage or placem8nt

{ee) "Rent-Paying Governmental Authority" has the meaniay 2stnbed thereto in Section
4.4.

(ff) "Rent Rolls" means the rent rolls for the Buildings outlining (i} the units rented, ~nduding
suite numbers, 7enartts' names ~n full: and apartment. types, (iij rent and other fees
payable Uy Tenani~, (iii) '1en<~nt mova-in and move-nut dates, (iv) prepaid rents and
security deposits {Inch.rding k~ylcard deposits}, {v) vacancies, end (vi) parking, including
which parking spaces are assigned to which Tenants and the monthly fees theretor

gg~ "Requisition Satisfaction Data" nos the meaning set out in Section 7.1.

{hh) "Requisition Time" has the meaning set out in Section 7.1.

{ii) "Retained EmployeAS" has the meaning set out in Scrtian 8.6

(jj) "Second Deposit' has the meanmy ascribed thereto in Section 2.1(b).

{kk} "Tenant Ackaowiedgements" intentionally Deleted.

tit) "Tenants" has the meaning ascribed thereto in Section 1.1(u}.

(mm) "Transaction" means the. tr2nsaction of purchase and sale of the Purchased Assets
providetl far in this Agreement.

(nn} "Vendor's Defiverles" means the information and documentation eel nut in Schedule
"C", if in ttte Vendor's possession.

(oo) "Vendor's SoliciEOrs" means Cassels E3rock & Blackv+e}I LLP, ottention: Yaui Muchnik
and/or such firm or firms of saticitors or agents as are retained by ttye Vendor From time to
time anti noEice oP which is provided to the Purchaser.

(pp) "Warra~des" means ell existing wartanties, guarantees and indemn+ties and similar
rights, if any, which the Vandor may have relating to the Lands, Buildings and Chattels.

{qq} "Work Order" means any infraction, order, notice io comply or remedy, work order,
directive or deficiency notice +slued by a Governmen[at Authority

4.2 The fnilawing Schedules form part of {his Agreement:

{a) uchedule "A" -- Legal Description.

(bi Srheduie "B" —Form of Authorization.

{c) Srhedttie "C" — Vendor's Deliveries,

(d) Schedu{e "p" — Permitted Hncumbranaes.

ARTICLE 2
PURCHASE PRICE AND TERMS

2.1 The Purchaser hereby agrees to nurehase from the Vendor and the Vendor hereby agrees to sell
to the Pwchaser the Purchased Assets et a purchase prire (the "Purohase Price")~k~-

payabie as Failaws:

{a) TWENTY FIVE'fHOUSANd DOLLARS (525,40p.ti0) as a deposit (the "First Oepos9t")
to be paid 6y wirelelectronictransfer to the Vendor's Solicitors' trust accounR on or belore
the third Business Day foliowrir~g acceptance hereof, to be held in trust by the Vendors
Snlicito~s for the benefit of the Purchaser pending completion of or other termination of
this Agreement and to be credited on account of the Aurchase Price on Closing (and the
VQndor hereby irrevocably directs the VendoPs SaAcitors accordingly); and

{b) pNE THOUSAND pOLIARS {S10Q,OOq) as a further deposit (the "3eeond Depnsrt") an
or before the third Business day following waiver by tha Purchaser of those conditions
described in Section 4.1 that run ko the Condition Date (provided that Ehe Purchaser has
not terminated this Agreement in accorciance wilts Sacticm 4. t), by wireJetectronic transfer
to the Vendor's Soticikors' trust account, to be held in trust by the Vendor's Solicitors for
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the benefit of the Purchaser pending completion of or other termination of this Agreement
and to be credited on account of the i"urchase Price pn Cinsir~g {and the Vendor hereby
irrevocably direCtS the Vendor's Soiicitprs accordingly}; and

t~) ttie balance by wiretelec!ronic transfer to the veneer's SOIICIIOfS' tftlSt 9CCDU!tt on
Closing, subjert to the adjiastrrmrrts specified herein.

2.2 fhe Vendor herehy irrevocably insiru~ts the VentJor'g Solicitors to #ransfer the Depoeif ~~pon
receipt iota an interest-bearing aCCOU~tt or ,nsirumani Ali accrued inlerest thereon wilt be p~~d to
the Purchaser Cnliowing Ciasing

2.3 !f the Transaction is not completed for' any reason other than the Purcl~es~r's default, then the
EJeposit, together with ail interest accrued thereon, wiH tie returned Forthwith to the Purchaser,
and the Vendor hereby irrevncabiy instructs the Vender's Solicitors acrardingfy. if the 7ransactiorr
is ~7ut eorripieteci as a result of the Purchaser's default, then the Deposit and al( accrued inteFest
thereon will be forfeited to tkrs Voncior as liquidated damages, and the Purchaser hereby
irrevocably instructs the Vendor's Soicitors aCCOrclingly.

2.4 Tne F~urchaser and the Vendor agree brat the Furchase Price will kse allocated ~s follows:

Lands: 'i24~o of the Purchase Price

Buildings: 88°/n of the Purchase Price.

At2TiCL„~ 3
CLt7SfNG

3.1 ~!nsing wilt occur on the Closing Date.

ARTICLE 4
CONDI'CIONS

4.1 The 8liliyetion of the Purchaser to camplete the trans~iction is subject to the foilawing conditions
{it being understood that each of these t;ondilions is for the benefit of the PurchBSer and soy of
them may be waived +n whole ar in pare by the Purchaser by notice to the Vendor on or before the
applicable daEs Fos-the satisfaeGon of such condi~on):

{a} an ar before 6:00 p.m, an the Condition date, the Purchaser has satisfietl itself iii hs
sole, absolute., arbiVery, unfettered and unreviewabte dscretion with respect So the
Vendor's Deli+reries, the Nermitted Encumbrances and the physical, enviranmentsi,
ron[racluca~ and financial aspects of the Purchased Assets;

{b; on or before 8:00 p.m. an the Conditiart EYate, the Putcha~er has arranyt3d financing
oil terms satisfactory to it in its sate, absnlut~, ~~hitrary, urifcttered and ~anreviewahis~
discretion;

(c) intentionally Qe(eted; and

{d) pn the Closing Det~, ail repreaeniations and warranties of the Vendor in this Agreement
ere materially irua ancJ complete.

4,2 if each of the conditions in Section 4.1 is noY satisfied ar waived as therein provided on or before
the applicable date referred to ft~erein, this Agreement will, of the option of the Purchaser, be
terminated, aiuH and void and of no further force or eff8ct whatsoever,

4:3 Rt least ten days prior to the Closing Gate, tf~e Vendor wiN nati(y any ~overnmen#al Authority that
pays sums on account of ran#, in whale ur in part,. to the Vendor on behalf of a °i'enant, or on its
own behalf, or otherwise (any of the foregoing being referred tca as a "Flent-Paying
Governmcntaf Authoriky"}, of the pes+ding 5aie of the Lands and that a!i payments nn accraunt of
rent due from and after Glasing are to tie made payable to Skyline Management Incorporated
or as the Purchaser may atherwisr>. direct joie Vendor wilt Cogv the Purchase~oFi all
cosre~ondgnce sent Yo. or receiv~i'rom, env ~ieni•~7aving.C~cZverPmental Authority. The Vendor
will ensure that any sums received by it frorrr agent-Paying Governmental Authority with respect
to the period from and after Closing will be fviwarcied to rite Purchaser forthwith ar, at tt~e
Purchaser's direction, the Vendor wi11 arrange fpr the deposit of same into its own account and
wiN then forthwith issue a cheque to Skyline Management Incorporated for said sums. The
foregoing otaligation swrvives Ciosirtg.

A.4 4nienlionelly Oeisied.
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ARTICLE 5
DELIVERY Q~ DOCUMENTS

S.f The Vendor will deliver the Vendors [Jetiver~es to the i'urchaser on yr before the fifth BuSiress
Day foltawing acceptance hereof. At tine request of the Pufchase!, itie VenAOr will deliver to ttie
Purchaser such other information aid documentation in the possession or contrat of the Vendor
as the Purchaser reasonably requires. Ouri~g the perigd up to end including the Condition Ciate,
the Vendor will deriver or disclose io the Purchaser a~~y i~tofmat+on and/or dacumentasiu~7 in
respect of the Purrha,ed Assets, whirs?, to the best of the Vendor's knowiecJge, was not included
in the Vendor's Deliveries which might have a material effect on tt~e value, income or oration of
the Lands and Buitdings or which might have An effect on the Purchasers due diligence
dei!~eratinns:

5.2 The Vengor will deliver to the Purchaser na later than fixe [51 Business _Days_priar to
Ciosin Rent F2nlis for tho month In which Closing takes plane as weU as Rent Rolls for
that month one year earlier, tailing which Closing will, at the Purchaser's option, be
postponed by up to the :umber of days that the Vendor is late in delivering same.

5.3 ~1 he Vendor wiU on one (1) occasion pr~o~ to the Closing Da[e, deliver to the Purchaser up-to-date
Rent Rolls, as well as Rent Rolls fof that monde one year earlier, ~xithin rive (5) Business C)ays of
the Purchaser's request for same.

5.4 The Vendor or stall wilt co-operate and make its~:lf available, in a timely manner, with the
Purchaser In connection with all phases of the Purchaser's doe diligence investigations, inGuding
signing whatever documents and authorizations the Purchaser may reaso~8bly require in This
regard. 7fie Vendor will provide the Purchaser and its consultants with access upon reasonable
notice, to the lartls and Buildings, subject to the rights of the Eenants.

5.5 The Purchaser may cammuncate with parties to the Cantracls. Tl7e Purchases may communicate
with the Ventlor's prnpe~iy manager and its st~fl.

AR7{CLE B
CQVENANTS, REPRESEN7ATiQNS AND V4IARRANTI~S

8.1 The Vendor hereby represe~is and warrants to the Purchaser, which representations and
warranties will, unless otherwise provided, survive and nit merge on Closing, and acknowledges
that the Purchaser has relied on and continues to rely on such representations and warranties in
entering into and completing this Agreement, as follows:

{a} file Vendor has not done any act fo encumber the Purchased Assets or to sett or dispose
of eny of the sarne;

(b) the Vendor is net, and on Closing will not be, anon-resident of Canada within the
meaning of the Yncome Tax Act (Canada);

{c) open granting aF the Approval and Vesting prder, the Vendor has the right to enter into
this Agreement and complete the Transaction; and

(d) to the best of the Vencinr's knowledge, no actions or proceedings are pending and none
have been threatened to restrain or prohibit the enieriny into of this 1~yresment or the
completion of the Transaction contemplated by this Agreement

6.2 Thy Purchaser will be permitted to assume all of the phone number{s), fax numbers) anci intemei
address(esj currently connected to the buildings and usetl by the Vendor or agents or a~liates
with respect to the euildinfls that the Purchaser elects to assume, and the Vendor will co-operate
in a timely manner to ensure assignmenUtfansfer of same to the Purchaser by Closing, including
the timely execution of whatever documentation may tae required by the services providers andfor
the Purchaser in this regard.

6.9 The Purohaser will advise the Vendor en or before the Requisition Time which Contracts it wishes
to assume on Closing, if any. Ali other Contracts wNi de terminated by the Vender an or before
Ciosi~g, at its cost, and the Vendor will provide tie Purchaser on or before Closing with proat of
same (e.g. copies of termination letters, ekc.).

6.4 During the period prior to Closing, the Vendor will, and agrees to direct its property manager to,
co-operate and work with the Au~chaser to ensure a timely, efficient, effective and accurate
4ransition of all aspects ~f management of the Purchased Assets. In this connection, the Vendor
will, or will direct its property manager as appropriate, to disclose to the ~`'urchaser on Ciosin~ alt
passwords to nn-site equipment included in the f~urchased Assets {such as password& to
answering machines, computers, 8tc.) end to arrange an electronic dgwnbad of all Tenant and
property information to tMe Purchaser or its property manager.
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gRTiCL[ 7

TITLE

7.1 T'iile to the i_ands wdi be Qxamined by the Purchaser at the Purchaser`s expense. The Purchaser
will be allowed unU~ 11:00 p.m. nn the Gtmdition pate (ttte "Requisition Time") to investigate title.
to the Lands, and to conduct its off-tills seare:hes with respect thereto. if by the Requisition Time
tho Purchaser (umishas the Vendor or the Ven~inr's Solicitors (i) with any objections to title tc~ zhe
Lands other than fhe Permitted Encumbrances, ~t (ii) wiih any objections in connection wdh its
off•title searches {cogectively, the "Requisitions"), which RequisR~ons the Vendor or the Vendor's
Solicitors is/are unable to remove.. remedy or s8tisfy to th8 Purchaser's satisfaction within tert
days of receiving such Reyuisitiona (the "Requisition Satistactian Date"), and which the
Purchaser will not waive, this Agreement: notwithstanding any intermediate acts or negotiations
with respect to such objectipn ,, will br riuii and void and the Deposit wilt be returned with accrued
interest Save as to any objections so made by the Requisition Time, ancf save as to any
objection arisirn~ after the Requisition Time, end except For any objectwns going to the root of title;
the Furcnaser wii3 be deemed to have accepted the Vendor's tltle to the Lands.

,0.fQ71CLE 8
AD3US7MEM1lTS

8.1 Aft adjustments established by the usual practice in the Province of Ontario for the purchase and
sale of muRi-unit residertiai properties will be apportioned and allovled to the Closing Date (the
day dseif to be apponionetl to the Purchaser}. The Venpor acknowledges that the Purchaser wiA
be arranging its own insurance coverace to be effective on completion and no adjustment will be
made in this regard. Rent for the month in which Closing occurs will be adjusted as if paid in full.
The Vendor and the Rurchas~:r agree that no ad~ustrns~nt will Ge made for rental arrears {and last
month's rent dennsits will not tae applied by the Vender !o rent arrears), provided that to the
Extent the Purchaser, attar Gosing, receives 2ny amount from a Tenant on acc~iiant of
receivables in favour of the Vendor at a t+me when no amounts ire owing by that Tenant to the
Purchaser, the Purchaser will pay such amount fo the Vendor. I(Giosing occurs an the first day oP
a calendar month, the Purchaser will be responsible to collect rent far that month and ih8~e will be
no adjustment fur rent.

8.2 The Purchaser ~~ill not be required to rifer employment to any employees of the Vendor or any
third pasty, or any of their respective affiliates (individually and collect+very, the "Employer"},
including any nn-site buiidi~g managers or superintendents, or to assume any liability with
respect to such employees, The Purenaser will he given opportunities to interview the any>ite
budding manager(s)Isuperintendent(s; and any other individaais wha provide property
management ar like services to ttre Lands {!he "Employees"), ilia Vendor will ensure that no on-
sfte building manager or superintendent is removed of replaced prior to Closing without the prior
written consent of the Purchaser, which consent may not be unreasonably withheld, iaifing which
the Purchaser may, at its option, postpone the Closing Date until such time as it is satisfied that
suitable repiacement(s) are in place. Qr: or before ilia 7'h Business Day prior to the Closing Date,
the Purchaser wilt notify the Vendor which Employees, if any, it wishes to hire on Closing (tt~e
"Retained Emptoys3es"). The employment of all other Employees will be either retained or
terminated by the Employer at its cast. If any an•site building manager or superintendent
occupies a unit in ilia Buildings, the Vendor will dQliver vacant possession of said unit on Gtosing
unless said on-site building manager or superintendent iS a F2etained Employee or signs a lease
with respecF thereto on pr beforE C}osing. Provided that Gtosing occurs and ilia Retained
Employees agree, and subject to the provisions of the balance of this Section, the Purchaser +roils,
effective as pf Closing, hire, or cause its property manages to hire, the Retained Employees.
EfiecGve immediately betore Closing, the Vendor will cause the Employer of the Retainetl
Employees to terminate their employment and pay all scans a»d compensation payable as a
result of such term+nation of employment, including but not limited to vacation pay,
noticelterminalion pay and severance pay, to such Retained Employees, as required by
Applicable Laws. tin or before Closing, the Vendor wiQ provide tfie Purchaser with proof of
such payments, which proof will take the form of a letter ftorn the Employer addressed to the
Purchaser.

AR?ICLE 9
VENDOR'S (:LOSING DQCUMEN7S

9.1 The Vondor agrees to execute or cause to be executed, where appropri8te, and at its expense,
and delivered, the following to the Purchaser, unless otherwise provided, nn or before the GtaSing
Date or sucri earlier date as specified below

{a} a registrable Vesting Order vesting title in the name of the purchaser;

(by a b+ll of sale;

(c) a statutory declaration from a senior officer of the Vendor staffing that the Vendor is not a
non-resident of Canada pursuant to Section 116 of the Income Tax Act (Canada);
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(d} a statement of adjustments, ~ draR of which will be delivered at feast three Business
Days pnor to Closing far tha Purchaser's review and comment;

(e) the original copes of the Lases and tease files, inrludirg ail New i.e2ses;

{t) an assignment by the Vend~>r and assumption by the Purchaser ofi the leases (the
"Assignment of Leases");

(g) a certificate from the Vendor roniirrniny the accuracy of the Rsnt Rolls attached thereto,
which Rent Rolls will be for tti~ month in which Closing takes place and (or the yarns
month orie year previously;

{hj a direction by the Vendor to the Tenants directing future rent payments be made payable
to Skyline PAanagement tncorForated n~ as the Purei7ascir may otherwise direct;

(i) a direction by the Vendor In each applicable Rent-Pay;ng Gtrvemmental Authority
direc[ing future payments on account of rent be made payable to SkyNne Management
incorporated or as the Purchaser may otherwise direct;

(j} an assignment by the Vender ar?d assumption by the Purrhaser of the Assumed
Contracts (the "Assignment of Asxumed Cootr~cis") which w111 have ariached to iS a list of
the Assumed Contracts including a list of all Assumed Contr2Cts with Govemmentai
Autharit~es;

(k) any keys and post-dated or other cheques (endorsed without recourse) in the Vendors
possession or conirpi,

(i) an undertaking is pay a(I metered utilities b Cla~ing and to readjust all items on or
on~dted from the statement of adjustments; and

(ni} a bring down certificate from the Vendor stating that the Vendor represents and warrants
as to the represe~itatians and warranties set (orlh in Section 6.1.

Where applicable, drafts of the item; referred to above will Ge prepared 1~y the Purchaser's
Solicitors and delivered to the Vendor's Soticitnrs. All documentatlon will be in tDrrn and
substance acceptaale io the Purchaser and the Vendor each acting reasonably and in good faith.

On Closing, the Vendor will provide rill keys to the Buildings antl leave them an-site at the
management office for the Purchaser's Immediate use, together with alb applicable passwords. A11
tenant files, including Leases, conrspondence, applications, guarantees, indemnifications,
agreements with Ren[-Paying Uovammentai Authorities, etc. and the original copies of all items
furnished nr required tq be furnished to the Purchaser as provided herein will, including ariQinal
copies of aU Vendor's Deliveries, unless the Purchaser directs otherwise, be delivered to the
Purohasei s head office in Guelph immediately after Closing.

ARTICLE #0
PURCHASER'S CLdSlNG D(]Ct7MENTS

1p, t The Purchaser agrees to exeeute or c2use to be executed, where appropriate and at its expense,
and delivered, the folin~ving to the Vendor on or before the Closing Date'

(a) an undertak+.ng to readjust all items on or omitted from ifie slatement of adjustmeris;

(b) the Assignment of leases,

{c) the Assignment of Assumed Contracts; and

{d} a bring down certificate from tt~e Purchaser stating that the Purchaser represenFs and
wamanfs as to the representations and warranties set forth in Section 13.1; and

(e) ail other documents which are required or desirable and which the Vender h2s
reasonably requested an or beinre the Closing gate to give effect fo the Transaction.

ARTICLE 17
ASSIGNMENT

11.1 Ttie Purchaser has the righk to assign this Agreement to 5kytine Reai Estate Hot~ings Inc. {the
"Assignee"}. Upon assignment, the l~ssignee wiA be entitled to the benefits and be subject to the
liabilities of the Purchaser under this Agreement and the f'urchasef will cease to be entitled to
such benefits and will cease fo be subject to such liabilities.
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NRTICLE 12
LEASING AND Cf~NTf2ACT5

12 1 'Che Vs~dor will bs entitled to enter intn, renew or amend any leases (each, » "New Leese"}
provided th4t (ij it acts reasonably and in the ordinary course of business when doing so, (ii; no
New Lease will de for a term ni more than one (1) year, and (iii) no New tease will fi~ave
concessions, rebates, allowances or fees rent which would have effect from and alter the Closing
Date. The Vendor will fp~thwiYh furnish the Purchaser wit~articiilars and ca ip'es of ati
Yew Leases as thay_are gntered.intq,

12.2 if ;he conditioi7s an favour of the Purc?~aset that are to be satisfied or waived by the Conddion
gate t~av~ in fact been satisfied nr waived by the Purchaser, then the Vendor wi0 not entee into
any ne~v Contracts fallowing such satisiactian andlor waiver without the cpnsent of Uie Purchaser,
which consent rc~ay Ue arbitrarily or unreasonably withheld. The Vendor wilt promptly deliver fa
the Purchaser copies of ai{ Contracts that are entered into prior to said satisfaction and/or
W3iV6?I'.

ARTICLE 13
REPRESENTAi'IpNS ANC/ WAFtE2ANTIES qE THE PURGh1ASER

"3.? The Purchaser represents and warrt~nts to the Vendor as follows:

{a) the Purrhaser is duly incorporated artd validly existing under the laws of its jvrisdictwn of
~ncnrporation;

(b} the Purchaser has tt~e corporate power and capacity to enter into and to pertorrn its
obligations under this Agreement. "this Agreement. has been duly authorized, executed
acid delivered key the Purchaser and is a valid and binding obligation of ih8 Purchaser,
enforceable in accordance with its terms; and

(c} thr_ Purchaser is nit anon-Ganadia» within the meaning of Investment Canatla Act
{Canada}.

ARTICLE 14
ACiCNOWLEgGEMENTS BY PURCNASEi2

14.1 The Purchaser acknowledges that'

' {~j except as GthE~'Ni3A prr~vitled (or in 4his Agreement, the Vendor is selling ar3d the
''ii. ~ f~urctraser is purchasing the f~~urrl7ased Assets on an "as is, where is" basis sub~ec;t to

whatever defects, conditipns, im~sedimants, Hazardous Suhstances cr deficiencies whicfr
may exist pn the Ctosin9 Date, including, without limiting the generality of the toregning:
any laterf or paterii defects in the Purchased Assets;

(b) ii has entered in#o this Agreemen{ on the basis that the Vender does not guarantee tithe to
the Purchased Assets, that the Purchaser serail, by file Condition Oate, have camslucted
such inspections of the condition of the Purchased Assets as it deems approprialp and
shall have satisfied itsefC with regard to these matters;

{cj the tlescriptian of the Purchased Assets contained in this Agreement is for the purpasas
of idenEification and no represer~tafit~n, warranty or condition has or will be given by the
vendor concerning the existefice or accuracy qC such descriptions unless otherwise
provided herein;

(d) iz will be making its own invostigatiana and inspections of the Ptxchased Assets and alt
makters anti things cAnnected with nr in any way related to the Purchased Assets, and
that it will rely entirety uporF such investigations and inspections;

(ej any informaYi~n provided by the Vendor describing the Purchased Assets has been
prepared solely for the convenience o1 prospective purchasers and the Vendor warranPs
that fo its knowledge such infarmatian is complete, acourake and correct;

(f} fhe inclusion of any item in ached 1_,~,e'_C'_shai( not be a representation by the Vendor that
such item exists;

{g) that it shall, at its crwrt expense, examine tiEle to the Lands and satisfy itself as tv the state

thereof, satisfy itself as to outstanding work orders aifectfng the Lands, satisfy itself a& to
the use of the (..ands being in accardanc~ wish applicable zoning requirements and satisfy
itself that the E3uildings may 6e insured to the satin#action of ;he Purchaser, ~+fi in
ae;wrdance with tfie provisions pf Ai#icte 7

{h} the Vendor has ~o cbiigation~ to and is npt responsible far' conducting or arranging any
snvironmental studies ar investiyaiions in respect of the Pumfiased Assets;
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{~) the Vendor has no obligation to and is not responsible for remedying arty of the matters
identified in ar~y environmental repon.

() the Vendor has no obligation is and is not responsible for ensuring that the Purchased
Assets comply with any environmental law;

(k) except as expressly provided herein, zhpre ~s na representation, warranty or conditio~r,
express a implied, statutory or otherwise, as to the Purchased Assets or the O~btor
including title, outstanding liens or charges, assfe~nability, arnount owing, descri~tian,
fitness for purpose, collectabiUty, merchantability, quantity, condition, defect (patent or
latent), value, quality thereof, any requirement for licences, permits, approvals, consents
for ownership, or_cupation or use or in respec, of any other matter or thing whatsnFVer;
and

p) no adjus[ment shall b~: allows:d to the Pu~ch~ser Cc~r changes to the Purchased Assets
from the tame of any inspecGnn to the Ciasing.

14.2

14.3 The Vendor shall not be required to furnish or produce any document or evidence of title wrtn
respect to the Purchased Assets, except those in its possession or control.

ARTICLE 15
GENERAL

15.1 This Agreement will~be effective to create an interest in the Lands gnly ii the subdivision ta~iroi
provisrons of the Planning Act (Onlaria} are complied with on or before catnptetinn. The Vendor
hereCy covenants to proceed diligently at its expense to obtain any necessary Consent on or
befpre the Closing Date.

15.'L The intarest of the Vend6r in the lands and Buildings will be at the risk n9 the Vendor until
Closing. I( any fuss or damage occurs heroes Closing to the Buildings, the Vendor will forthwith
notify tBe Purchaser in writing of the toss or damage and the extent thereof, as well as details
regarding insurance proceeds payable with respect thereto, rf any. The parties will determine
what steps to take in cornectiun therewith, provided that if the partiPS are unable to agree within
ten days of the occurrence of the damage, this Agreement wilt, at the Purchaser's option, be at an
end and of nn further force or effect tend the parties will be released from alt further obSigations
hereunder.

15.3 If the loss ar damage occurs within the period of time that is 1Q days prior to Closing, the Closing
Date and any other applicable dates referred W herein will be posi{wned accordingly.

75.4 Time will in alt respects be of the essence hereof provided that the time for doing or the
completing of any matter provided for herein may be exkended ar abridged by an agreement in
writing botwgen the Vendor and the Purchaser or by their respective solicitors, who are hereby
expressly appointed in this regard. The Vendors 5gticitors and the Purchaser's SoliCitvrs ere
hereby aumorized to settle and agree <>n, an behalf of the Vendor and the Purchaser respectively,
the following dates (i} the Condition Oate, (ii} the Requisition -.Time, (iii) the RegWSition
Satisfaction OAte, and {iv) the Closing Date. to the event that any date or expiration of time period
provided for in this Agreement falls upon a day that is oat a Business Uay, such date or time
period will be deemed extended to the toliowing Business Uay.

15.5 Any tender of d~x:uments ar rtioney hereunder may tae made upon the Vendor or the Purchaser
or their respective solicitors on the Closing Date. Money may be tendered by wire/intemPt
transfer Where oat ina~propriaCe or inappiicabie, tender may be made via emaH with pdE
attachments and/or facsimile delivery, with fully-inked originals of same to be
delivered/axchanaed on or afore the fifth Business pay after Ctosing. If the Vendor, for whatever
reason, is unable or unwilling to cloy: and Uie parties have not agreed to waive tender, the
Vendor agrees that tender by the Pur4haser will have been met where alt closing documents to
be signed by the Purchaser are signgd by it and delivered to the Vendor's Sbticftors either by
personal delivery (including eourier), fax or by ereaii with pdt attachments, and that it wiU be
sufficient far the Purchaser tp tender dosing funds by having the Purchaser's Solicitors confirm in
writing (including email) to the Venda!'S Solicitors that the Purchaser is in funds and able to
electronically fniward same to the Vendor s Solicitors' trust account on the Closing Date; and that
it wiH not be necessary for the ~'urchaser to actually attend at the relevant registryAand titles office
with original documents and an original certified chequelmoney order for the closing funds in
order for tender to have been sufficiently and properly made by the Purchaser, If the Purchaser,
for whatever reason, is i.inable or unwilling to close and the parties have not agreed to waive
tei~dsr, the Purchaser ayreas that tender by the Vendor will have been met where all closing
documents to be signed by the Vendor are signed by it and delivered to the Purchaser's
Solicitors, along with current payout or assumption statements for any mortgages nn title being
discharged or assumed, either by personal delivery {including courier), fax or by smelt with ptlf
attachments, and that it will not be necessary for the Vendor to actually attenC at the relevant

4eya~'7c,764~3. t



199

-YO-

registrylland titles office wdh ongmal documents m order for lender to have teen suificienUy antl
prcpsr;y made by the Vendor

15.6 Any notice, document, or communicaliun {"Notice") required or permitted to be given will be
g;ven by delivery {including ~purier), #acsimile transmission, electronic mail or other means of
electronic communicat~n to the recipient as follows.

to the Purchaser.

Skyline Reat Estate Acquisitions (ti) lnc.
70 Fountain Street East
Guelph, UN NSN 3Nf

Attention;. Mike Eionneveld, DireGOr of Acquisitions

F8x NU {519J 83ti-2320
E-Mail: mbonneveld@skylineontine.ca

and to the Purcnasers Solicitor.

Christopher P. Moos
7(7 Fountain Street East
Guelph, ON NtH 3N6

faz No.: {5i9) 836-2320
Email: cmoes~skylineonline.ca

to the Vendor:

Harmony Townhomes Limited Partnership by its General Partner,
F.L. Secuti#ieS Inc.
do Greg MacLetul
Address .5 Ailstaie Parkway

Suite 600
Markham, ON i.3R 564

Fax Nu.: 1-888.389-1 138
E•maiL gtnacleod(o~firstieaside.rom

and to the Vender's SoFicitors.

Cassels Brock 8~ Blackwell LlP
Scotia plaza
4Q King Street West, Suite 2100
Toronto, UN M5N 3C2

Fax No.: (416} 642 7165
E-mail. pmuchnik@casselsbrack.tom

or to such other address or facsimile nui~st~er or electronic mall aAdress as either party may in
writing advise by notice given in accordance with this Section. Any Notice, if ~rersonally delivered,
will be desmeci to have been volidly and effectively given and received on the data of Such
delivery and if sent by ieleCOpfer or other electronic communication with confirmation of
Vansmission, will be deemed to have #+eon val~diy and effectively given antl received on the date
of transmission rf sort befpre 5:Ot1 p.rr. (t}ntario lime} on a Business Day, and if sent after 5:00
p.m, {Ontario time) on a [3usiness Day or other than on a Business Day, then the Notice will be
deemed to have been validly and effectively given on the Business Day next following the tlay it
was sent. k~zy Nofice delivered by the Purchaser to the Vendor's Solicitors or any agenUbroknr of
the Vendor, will be deemed delivery of such Notice to the Vendor, if the Vendor consists of more
than nee Person, delivery of a Notice to any of such Persons will be deemed delivery of such
Natiae to all Persons comprising the Vender.

15.7 'This Agreement constitutes the entire agreement between the Purchaser and the Vendor wiilx
respect to the subject (natter hereof. l'iiis Agreement will be read with al! charges of gender nr
number required by the context, and will enure to the benefit of and be 4inding upon the parties
herero and their respective successors ar~d permitted assigns.

16.6 This Agreement wil? be governed by end cpnstrued in accordance with the laws of the Provinca of
Ontario All references to currency are is Canadian currency.

15.s The Vendor wil! be responsible for any and ai4 commissionsifees and applicable loxes payable in
connection with the Transaction.

t.egal'7676423.7



t5 1u Fhe Vendor and the Purchaser covenank Ind agree to cause their respective &olfciYOrs to e~iier
into a dcrument registration agre~rne=st as apprtaved by tha law Society of Upper Canada to
govern the electronic sut~mission at ati docun7ents to be registered.

79.11 This Agreement and any 7r~d all ame~imants thereic may be executed in counterparts anei such
counterparts will Por alt p~rpos~; consHE~.ite one agreement binding the parties The Vendor arad
the Purchaser acknowiedc~e and agree that this after, acreptance of this offer nr counter-offer,
any amendments hereco/theretn, and any notices required is be given hereunder, may ba
communicated by (acsirriile transrnissiun yr email with pdf attachments, which wiN be ec7ualiy
Uinding and duly accepted as en original agreemenk Acceptance will be deemed communicated.
at the time and an the date ofi faxing or email transmission. Zhe_Vendor and tttie Purchaser agree

however faiiuse to do so does not invalidate
Agreement or any amendments

15 12 This offer is irrevacat~le by the Purchaser until •5.00 p.m. (~uelpTi time) an the 7..2nd day of ,tune:
2U~2, after which time it not accepted this otter will be null and void,

15.13 Each of the pefties wifi from Ume to time hereaFter and upon any reast~rfabie r~uest of the other,
execute a~ci deliver, rnake or cause to he made alt such further acts, deeds, assurances end
things as may be required or nece:,sary to mare efiectuatiy implement and carry nut the
transaction and the true intent and me,~ning of this A+7reemen~. This Section survtives Closing.

Ait'IICLE h6
V@NDC?R'5 CQNDITIC?NS

48. t This Agreement is condiFional open the Vendc3r receiving approval from the Gntario Superior
Court of Justice ~t+rsuant io the Canadian Creditors ArrangArnant Act.

n'~ Ju~~
DATED this ~~'" clay ~f Jut(e, 2 17.

r

SKYLINE t2CAL ES7A'fE ACQCfE51TION' C.
^--., i

Per. ~~I i~ _.~?.G~-f

Name: Miko B~nneveid
Title: Director rat Acquisitions

lM+e have authority to bind the Corporation

r) ',r' f
l he Vendor hereby accepts the above offer, this/t~ clay of "`✓ ~'i , 2012.

HARMONY 7UW~1 OMES LIMITED RTNEFtSN1P
8y Its General.~rene/ J1; F.l. SECU IES IN/C.

Per. ,' ~~ s~_~..._y ._ ____...____.__.._.1._........._.~
s• Name. Greg MacLe d

i` Title; CPiief Restr uriny OFGcer

tMle have atitharity to bind the Carpor~Udn

Legai•7676423.1
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SCHEDULE .~Q••

Municipal Oescriptian

fi5 f=ort Streei, 7iVbury, Ontario

teat Des~riptign

1_TS 132 & 133, i'LAN 2!i4 & P'1` L'f 27. NOR7N MIL~I~LE F2D,
GEOGRAPMtC TOWNSHIP flF TILBURY EAST AS IN 442766 S!T
717215 SUBJECT TO AN EAS~MEN? iN GROSS OVF..R i_TS 132 & 133.
FLAN 254 & W'F L7 27, Nt~F2TH MIOUi.E RO (Tii~BURY FRBT} AS IN
4427BB AS 1N CK45280 Mt1NICIPALi7Y C;NR7HAM-KENT

Legai'767ri423.1



~iITHORiZATION

7{7. ALt. Pi.)L3LIC UTIIiTl~S ANU C;t~VE~tfdMENTAI AUTHQRITIGS

RE: Skyline Reat Estate Acqu~sitinns Inc. tthe "Purchaser") purchase Pram Narm<any
Townhome9 LirniEed Partnership by its Genera! Partner, ~.1. Securities lnc, (the
"Vendor'}

65 Fort Street, Tilbury, Untaria {the "Praper#y"y

T riffs is tc advise that the Vendor is the present registere+~ owner o(' the Prapt?rky an~J that the Puschas~r
has entered intp an agreement of purchase and sale with the. Vendor relating t~ the Property.

Upon request by the Purchaser or by its solicitors, you are hereby authorized to disciase or release any
and al! inEormatio~ maintained in your records as to outstanding work prders, canRravenkions, notices,
violations, infractans, and current and prior utility accounts, which are within your jurisdiction affecting the
Prvper ty.

And for so doing, ttris will he your goad and sufftCient authority,

A photACapy, facsimile or electronic version of flits executed Authorization may be relied upon co the
same extent as if it were an ariginat executed version.

AN INSRECTION dF THE. pROPFFZTY 15 NEITHER REC}UlRED NOR AUTHORIZED NEREUNQER.

BATED this ,_____ day of June, 2012.

HARMONY TOWNHOM~S ~IMITEp PARTMER5J~iiP
8y its General Partner, ~. L. S~GUR1TiES 1NC.

f~er:
Name: Greg Macleod ~~ '~T
Title: Chief Restructuring t)fficer

IIWe have authority to bind the Corporation

4cgaM7676423.t
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SCHkDUl.E "C"

YENPOR'S DELIVERIES

Tenant and Lasing information

{a) current Rent Roils, together with Rent Ftc~is for the month one year previous thereto;

(b} the or~9+Hats or true copies ut each cf the Leases and written details as to any oral lease
agreement affecting #fle Lands and Builtlings (or access to) which may be in the Vendor's
possession,

{c) ouikina of alt rent and other incentives provided to Tpn~nts, including any rental incentive
programs currently in place or which have been in place over the past 72 months;

{d; access to all Tenant tiles;

Operational inforrnatinn

(e) complete list end copies of all Cantr<+cts including, witi~nut limitation, ail agreements with
Governmental Autlinrities and Rent-F'aymg Governmental Authorities (e.g. housing, OUSP,
Canadian Mental F~ea~th Association, Ontario Works etc.j and Warranties, and where any
contracts are oral, the details of same;

(!) a list of alt Chattel;

(g) copies of all insurance policies that relate to the Lands, including iitie insurance policies;

{hj Fire safEty plans (if available);

{i) list of atl phone numbers, ceilphone nu^fibers, tax numbers, cable and Internet accounts for the
Buildings used in the operation or manzgement of the fSuildings, together with a brief description
of their uses or purposes (e.g, eievaror phone, enter phone, re&ident managers phone and fax
number, etc.);

(j) e list of all fixtures, systems, services and improvements and any chattei5 and equipment use~f in
connection with the maintenance and repair of the Lands and Liuiidings, in each case to fhe
extent not o~med by the Vender or not k~ be transferred to the Purchaser on Closing;

(k) capital expe~se/repair invoices for the pericxl from January 1, 20Q9, to date, together with copies
of contracts relating to the capital expenses, together with a summary thereof;

(q copies of ail AUI submissions and related correspondence;

StructuraltBuilding and Sife Information

(m} a cppy of a71 plans, drawings and specifications of the Buildings in the Vendor's possession or
cQntfQi;

(n) copies of floor plans and site plans (if availatile);

{o) the Existing Survey (if available);

(py the Authorization in Schedule "B", signed by the Vendor;

(q) a0 environmental end engineering reports, building-condition reports, soil tests and as••buiit
drawings including any of the foregoing commissioned in connection with any financ+ng in the
Vendor's possession or control;

Cinancist Information

(r) c:urreo( Realty Tax assessment and Realty Tax bills for 2010, 2p11 and 2012 io date, as well as
a~i files relating to any ongoing Re~ity Tax appeals;

{s) current ?.Q17 budget and actual historic it firsancials for 2410 and 2D11;

(t) current tenant aged receivables report,

i.ega~°rs7sazs.~
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(u) a summary of all uhiity bills far the Property for ratend~r 20i 1 end copies of such bills, including a
list of what utiliSies are paid (or by 7eaants and what utilities are paid Eor by the Vendor. end

Lec~ai and Title infarmatian

(v) copes of all current and pending a~p{i~ations and proceedings before thr Landlord and Tenant
Boarci sndtor its predecassnrs, together with any proceedings of a like nature and a brief
expiar~atic7n of progr~:ss to dale.

Lagal'7676A23.7
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SCNEflt1LE .,n..

PGFZMITTEC7 ENCf1M8~P1C~S

"Pernritied Encumbrances" means:

7 the reservations. I+mitations, exceptions, provistu and ccanditian~, if eny, expressed in any onginai grants
fram the Crawn ~nciudiny, withcyut limitation, the reservation of any mines and minprais in the Gruwn ur in
any nth~r pFrsbn,

2. eneureibrences respecting minor encroachmeni5 by any property over neighbouring lands aru9lor
perm+tted undar agreements wiUi the,awr~ers of such other sands and minor encroacriments over any
pro{;erty by improvements raf abutting land cnvners provided shat such erx~roachmants da not affect the
use of the Lands as four-Morey, niuiti-unit residential buildings consisting of SQ resideriiia!
townhouses;

3. title defects ur irr~guiaritiQS ~hlch are of a m~nar nature and in trie aggregate do oat materially im~,air the
use or marketability of the Lands and Builciinys for the purposes for which they arc: presenlfy used;

d. aU easements, servitudes and rights-nE-way which are registered against the Property;

5. any subdivision, site plan, devei0pmerd or other sim lar reg+onat or municipal agreements and registered
restfictians, provided ttie same havca been cCmpiied with,

6. the Leases:

7. A+r~o~t Zoning Regulations and amentlments thereto;

8. Instrument Nn. 717215 registered June 7, 1951 being a Transfer of Easement to the Hydro-[~~tric
Power Grommission of Ontario;

y. Instrument No. 443 i 08 registered April 9, 1887 being a Site Plan Agreement;

10. instvment No. CK9747 registered .tanuary t i, 240? being a Land Registrar s Order, and

17. Instrument No. CK45280 registered May 1~, 2490 being a Transfer pf Easement in favour of Union
Gas l.imitnd.

Lzgal'7678423.1
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SCHEDULE"S"

AU7NORlZATlON

T(>. All P13E3LIC U(ILI'1'I~S ANU G~~VERNMENTAC AUTHORITIES

kG: Skyline Reai Estate Acyuisitiuns Inc. (tbe "Purchaser"j purchase: from Harmony
Townhomes Limited Partnership by its General Par4ner, F.L. Securities Inc. (ihe
"Vendor")

65 fort StreeE, Tilbury, pntario (!he "Property"}

This is to advise that the Vendor is the present registered owner of the Property 2nd that the Purcha>et
has entered into an agreement of purchase and sale with the Vendor relating to the Property.

Upon reyuast by the Purchaser or by its soliciiers, you are hereby authorized to discWse or release any
end all Information maintained in your records as io outstandiny work orders, contraventions, notic+:s,
violations: infractions, and currant and prior utility accoun(s, which are within your jurisdiction affecting the
Property.

And for so doing, this will be your good and sufficient authority

A phptocopy, facsimile or electronic version of this executed Authorization may be relied upon to the
same extent as if it were an original executes! version.

RN INSPECTION ~F THE PROPERTY 15 NEIT~iER REQUIRED NOR AUTNOR12E0 HEREUNDER.

OR7E0 thi day 092.~-

HARMONY MES LIMi [f PARTNERSHIP
by its den ei or, F. L. S~ RITIE INC.

f—•.-
P .

Name: Greg M od ~ ~ ~1_,Lj ~ '~, ►'7 S S OC.i ¢.~ 2.:~
'title: Chief Restructuring Officer

~~n~ >)
IftNe have authority to bind the Corporation

Legai'7tl76423.t
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This is Exhibit "I" referred to in the Affidavit of Greg MacLeod
sworn August .Z.~..., 2012



August 13, 2012

Via ~ms~il to Jnhn Birch of Cassels ~3rc~c~c

•

Paul Mant+gomery
Spec{al ~.oans, Head Q~e~
ZS King Sfreet West, 16`" Fl~r
7orontc~, Ontario
M5L 142

First Leas~de ~2ealt~F II lnc.
T~irst Lcaside Retr~men~ Kesidences (Uttavcl~) Limited Partnership
48(1 Metcalfe ~trcet (C}ttaw~) ~.inr~i ted Partnership
I00 Isabella ~tr~et (Ut~awa} ~.,~nited P~rtn~rs~ip
~.~dw~a~d Retir~m~:r~t ~csidences (Ottawa) Limited Partnersh'►p
c/c~ ~~.L. Securities Inc.
4317 Regional R.nad #8, KR #I
Uxbridge, Uniari~
L~9~' 1R1

Dear Sirs:

~~fecenc~ is zx~ade tt~ that certain Caredit Agee ant dated tlu~ust 2b, 2QI l betweezz Canad~ar~
Z~xaperial 33ank c~~' C;nmmerce, in its capacity as sole book run.n~r, sole lead arranger and
~clmir~istra~tive agent (thy "Agent"} acting for and can behalf t~f #self and Laurenfiian Bank of
Gaiaada and other lenders from time to tune {eallectively, the "Lenders"), first Leaszcie
Fealty II Inc., in its cap~czty as ~en~ral partner af, First Leasid~ ~~tirem~nt It~siden~es
(t)tts~wa) Limited Partt~ersl~ip (the "Bnrrnwcr"~, First L~aside Rez~Ity II Inc., in ifs capacity
as general partner t~f, 48U Metcalfe Strut (t)tta~va} Lymited Partnership, First L~~side Realty
II Inc., in its capacity ~s general partner af, 1 UO lsabelia Street. (Uttawa) .limited Partnership
and First L.easid~ Realty tl inc;.x in its capacity as general par~i~~~ af, R~dwaad Retirement
Ices denies (Ottawa) Lirnit~d ~'artn~rshzp {~allectively, the "Guarantors" end each a
"Gu~arant~r") {mss emended, restated, supplernentec and r~odi~ed tom tinny to time, the
«~rerlit Ag~~em~c~nt"~. each capitalized term. used and not otherwise defined in phis l~tt~r
shall. have the meanXr~~ ~;ivcn to it in the Credit A~;rc~r►~ent,

You h~v~ requested c~r~firmati~n of the amounts that would b~ owing under the Credit
A~;r~cment as of September 1, 2Q1~ {asswx~in~ a p~y~aent in Full an that date). Accardin~ to
the A~~:nt's retards, xhe k~arrc~wer is ~r will be indebted nr other~~ise liable to tie Agent and.
Chi Lenders far the arnc~unts set Uut in Scl~erlul~ ~L t~ this letter {collectively, the

Page 1



`=Ia~lc~itetlness") under the Credit ,A~rcement ~s of September 1, 2012 subject to the
~ssumptians and exceptions sCt out in such Sch~et~ul~.

'1 he I~orrower F~ncl ~iu~rantars ~aniinue to b~ in cl~fauit under the credit ~l~reement end the
A~eni and the Leyzders expressly reserve its and their z~ight~ and remedies under the Credit
~~;rEern~nt, ~Il. Laan I~+ncuments and applicable law wit}i respect tc~ atl existing and futr~re
de~auits under the Credit .A~reement.

Your4 eery tnaly,

~'ANADIAIY IMPERIAL, F3FlNiC t~T` COMM~;RCE, us Agent

e'er: 1r~z...._~ ~-~ ~-. ~~,,~_,~

Narne:

"~'~~~e: Pau1 Mantgom~ry
CI~C General Manager

Per:
Nac»e:
Title:

gage z
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SCHCAULE A
iNllC13'~"~DN~SS

.~.s of and assuming payment one September 1, 2012

Principal $3~,776,5~39.61

Accrued Interest $ l 68,914.29

Costs ~zxd expenses 92 X30.71

Total $40,038,134.61

Per I)iern $x,448.85

L~$SUI~1~~10l15:

Interest Rate: 5°/n per annum {being a Prime hate of 3°/a plus 2°/n); the accrued
interest arnd per diem rate wilt chstty~,e if the Prime Rate changes.

Costs & ~xpens~s: The costs and expenses are thaw o~tstandin~ as of August 13, 2012
and this amount will change as a result of costs and expenses being
paid by the Borrower and cflntinuing to be incurred by the t~gent or
the Lenr~ers.

Errors & Orrfissi~ns Excepted

TpR_LAIM 7974913/1



This is Exhibit "J" referred to in the Affidavit of Greg MacLeod
sworn August . z ~., 2012

Taking Affidavits (or as may be)
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Mortgage Payout Statement
Issued August 13, 2012

Effective September 1, 2012

Lender: KINGSETT MORTGAGE CORPORATION
Borrower: FIRST LEASIDE RETIREMENT RESIDENCES (OTTAWA) LIMITED PARTNERSHIP

Outstanding Loan Balance as at August 13, 2012 $ 19,267,020.54

31 Days Accrued Interest (Aug 1 - 31, 2012) 154,875.34

KingSett Legal Fees, Disbursements and HST re: Lender's security (Note 4)

Reimbursements Owed to KingSett as at August 13, 2012 
ZNOte 5~ 

69,584.45

Required Discharge Proceeds (Note 1, z,a~ $ 19,491,480.33

Per Diem loan interest September 2 through to September 7, 2012 $ 5,041.20

Notes:

1) Lender to receive proceeds by 2.00 pm Toronto time for same day value; failing which interest will be charged through
to the next business day.

2) Funds to be delivered to Lender by wire transfer, certified cheque or bank draft only. Cheques must be made
payable to KingSett Real Estate Mortgage LP No. 3. An uncertified cheque is not acceptable. Delivery of funds to
Lender's legal counsel does not constitute delivery of funds to Lender.

3) This mortgage discharge statement is in effect until September 7, 2012 and is not applicable thereafter; a new statement
will be required to reflect revised discharge amount.

4) Discharge of Lender's mortgage and other security is also subject to payment of the Lender's legal fees, disbursements
and HST.

5) Requests for reimbursement owed to KingSett for various invoices/expenses paid in connection with the Loan were
previously sent and remain outstanding as at the issue date of this payout statement. Additional copies of invoices are
available upon request.

E. & O.E.

Toronto-Dominion Centre, TD Bank Tower, 66 Wellington Street West, P.O. Box 163, Suite 4400, Toronto, Ontario M5K 1 H6

T.416-687-6700

212



213

This is Exhibit "K" referred to in the Affidavit of Greg MacLeod
sworn August Zv..., 2012

~~
(or as may be)
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This is Exhibit "L" referred to in the Affidavit of Greg MacLeod
sworn August ~.U....., 2012

aking Affidavits (or as maybe)
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This is Exhibit "M" referred to in the Affidavit of Greg MacLeod
sworn August .~~.., 2012
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This is Exhibit "N"referred to in the Affidavit of Greg MacLeod
sworn August .~~..., 2012
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TERM SHEET

BETWEEN

JOANNA L. HAMPTON HOLDINGS INC., a company incorporated under the laws of
the Province of Ontario, all of its issued and outstanding shares being owned by Joanna
L. Hampton ("Holdings");

-and-

McMILLAN TNORN ~ CO. LTD., a professional corporation engaged in the practice of
accounting in the Province of British Columbia, all of its issued and outstanding share
capital being owned by Holdings ("MTC");

-and-

D. McCORMACK 8 COMPANY INC., a professional corporation engaged in the
practice of accounting in the Province of British Columbia, all of its issued and
outstanding share capital being owned by Holdings (" DMC");

-and-

ALLAN WELSH &COMPANY, a professional corporation engaged in the practice of
accounting in the Province of Alberta, all of its issued and outstanding share capital
being owned by Holdings ("AWC");

-and-

FIRST LEASIDE ACCOUNTING AND TAX SERVICES INC., a company incorporated
under the laws of the Province of Ontario and currently operating subject to the
Companies' Creditors Arrangements Act pursuant to an Order issued by the Ontario
Superior Court of Justice on February 23, 2012 ("FLAT");

-and-

THE TORONTO-DOMINION BANK, a Canadian banking corporation having its Head
Office in the City of Toronto in the Province of Ontario ("the Bank")

-and-

JIM BRANDER PROFESSIONAL CORPORATION, a company incorporated under the
laws of the Province of Alberta, all of its issued and outstanding shares being owned by
Brander ("JBPC")
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Backgraund

1. Holdings acquired the outstanding shares of the three professional corporations as
follows:

1.1. all of the outstanding shares of MTC on or about June 26, 2008 for the price of
$587,000;

1.2. all of the outstanding shares of DMC on or about December 4, 2009 for the price
of $350,000 plus a working capital adjustment of $102,699; and,

1.3. all of the outstanding shares of AWC on or about December 4, 2009 for the price
of $760,000.

2. FLAT provided funds to Holdings for the acquisitions in the total amount of
$1,799,699. The advances were recorded in the books and records of FLAT as an
investment in Holdings, however, the advances are not documented in any way.
They are non-interest bearing and there are no terms of repayment.

3. The shares of MTC, DMC and AWC are owned by Holdings in order to comply with
professional regulations requiring legal control to reside with a qualified Certified
General Accountant, in this case, Joanna Hampton. Notwithstanding the legal form
of the transactions, the intention of Holdings and FLAT was that FLAT would be an
economic beneficiary of Holdings' acquisition of the professional corporations.
However, there is no written documentation of FLAT's or Holdings' intentions.

4. Through the end of the 2011 fiscal year, the balance of the investment account on
FLAT's books has been increased by an amount equal to the accumulated post-
acquisition profits and losses of the professional practices in the net amount of
$34,185. As at December 31, 2011, the investment account balance was
$1,833,884.

5. Pursuant to a Letter Agreement dated June 15, 2010 (the "Agreement"), FLAT
borrowed $1,223,500 from the Bank by way of a reducing term facility in the principal
amount of $1,173,500 and a demand operating loan to fund working capital

requirements at MTC in fhe amount of $50,000. The term facility amounted to
approximately one-half of FLAT's investment in Holdings and Brander Professional
Corporation ("Brander"), an unrelated professional corporation that is not a party to
this agreement. FLAT provided no security for the loans, however, Holdings, MTC,

DMC, AWC and Brander each provided joint and several guarantees of the full

amount of the indebtedness, supported by general security agreements.

6. On February 23, 2012, FLAT was granted protection from its creditors under the

Companies' Creditors Arrangements Act ("CCAA").

7. At the date of the Initial Order under the CCAA, the balance outstanding on the term

facility was $808,170. For purposes of servicing the term facility, the balance is

notionally allocated 72.31 % to Holdings and 27.69% to Brander.

D M_1'U K/ 2 1 7 103-01 3 69/5 7 )937 i?
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8. On April 25, 2012, the Bank notified FLAT that it was in default of certain borrowing
covenants and the breach has not been rectified.

9. Given FLAT's insolvency, Holdings wishes to discharge its obligations to FLAT and
to obtain a full and final release from FLAT of its interests in Holdings, MTC, DMC,
and AWC. Holdings is prepared to compensate FLAT based on the value of its three
professional practices as at the date of the CCAA filing by way of cash payment and
assumption of FLAT's indebtedness to the Bank.

Transaction Terms

10. FLAT will provide to Holdings a release of its interests in Holdings of any nature
whatsoever and full and final settlement of any and all present and future obligations
of Holdings and its subsidiary professional corporations to FLAT.

11. As consideration for the release, Joanna Hampton and Holdings agree to
compensate FLAT at the time of closing in the amount of $734,000 as follows:

11.1. Payment of $150,000 in cash by Joanna Hampton; and

11.2. Assumption by Holdings of a portion of FLAT's indebtedness to the Bank
equal to Holdings' notional share of the reducing term facility outstanding as at
February 23, 2012 in the approximate amount of $584,000 ("Bank Debt").

12. Additiona{ly, in the event that Holdings sells any or alI of MTC, DMC or AWC within
18 months of closing ("Sold Entities"), Holdings will first apply the proceeds of sale,
net of taxes and closing costs, to the reduction of the Bank Debt. After repayment in
full of the Bank Debt, Holdings will make additional cash payment or payments to
FLAT equal to the proceeds of sale of the Sold Entities, net of taxes and closing
costs in excess of the following threshold amounts:

12.1.1. In respect of MTC, $220,000;

12.1.2. In respect of DMC, $140,000;

12.1.3. In respect of AWC, $374,000.

Conditions Precedent to Closing

13. This transaction is conditional on the following:

13.1. The Bank providing a full and final release to FLAT in respect of FLAT's

obligations under the Agreement;

13.2. Holdings and the Bank coming to an agreement or agreements in respect

of the assumption of outstanding indebtedness under the reducing term facility

contained in the Agreement by Holdings, on such terms respecting the principal

DM TOR/217103-01369/,79)377.2
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amount borrowed, interest, repayment, collateral security (including additional

security as may be required by the Bank) ,guarantees (including additional
guarantees as may be required by the Bank), and other terms as may agreed to
by the Bank in its sole discretion;

13.3. Completion of documentation in a form that is mutually satisfactory to the
parties;

13.4. Approval of the transaction by the Ontario Superior Court of Justice in the
CCAA proceedings; and

13.5. The written consent of JBPC.

Closing

14. The parties agree that closing will occur forthwith after court approval and, in any
event, not later than 120 days after the execution of this term sheet on the date
written below.

15. Each party will bear its own costs associated with the execution of this agreement.

16. This terms sheet may be signed in counterpart.

[THE REMAINDER OF THIS PAGE IS LEFT INTENTIONALLY BLANK]
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17. Dated this ~ day of ~JCGfDrrS7'~ , 2012

JOANNA L. HAMPTON HOLDINGS INC. FIRST LEASIDE ACCOUNTING AND TAX
P~ SERVICES iNC., by the Court—Appointed

Chief Restructuring Officer,

G.S. MACLEOD ~ ASSOCIATES INC.,
Joanna L. Hampton, President

Per:

McMILLAN THORN & CO. LTD.

Per:

(Pent Name):

D. McCORMACK &COMPANY INC.

Per:

~~ ,

(Pr' Name):

ALLAN WELSH &COMPANY

Per:

(Pri ame):

DM TOR/217103-01369/5799377.2

Greg S. MacLeod, President

THE TORONTO-DOMINION BANK

Per.

(Print Name):

JIM BRANDER PROFESSIONAL
CORPORATION

Per.

(Print Name):
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17. Dated tf~is ~ day of ~ _' 'r't ~ ̀'"S ' , 2012

JOANNA L. HAMPTON HOLDINGS INC. FIRST LEASIDE ACCOUNTING AND TAX

Per: 
SERVICES INC., by the Court—Appointed
Chief Restructuring Officer,

G.S. MACLEO ASSOCIAT INC.,
Joanna L. Hampton, President G'r/

Per: /
t-~- ti..~--~~,

Greg S. MacLeod, President

McMiLLAN THORN & CO. LTD. THE TORONTO-DOMINION BANK

Per: Per:

(Print Name):

D. McCORMACK 8~ COMPANY INC.

Per:

(Print Name):

ALLAN WELSH ~ COMPANY

Per:

(Print Name):

DM TOR/217103-01369/5799377.2

(Print Name):

JIM BRANDER PROFESSIONAL
CORPORATION

Per:

(Print Name):
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17. Dated this ~~ ~ ~day of ~ ~ , 2012

JOANNA L. HAMPTON HOLDINGS INC. FIRST LEASiDE ACCOUNTING ANn TAX

Per: SERVICES 1NC., by the Court—Appointed
Chief Restructuring Officer,

G.S. MACLEC)D 8~ ASSOCIATES INC.,
Joanna L. Hampton, President

Per:

Greg S. MacLeod, President

McMILLAN THORN & CO. LTD. THE TORONTO-D ON BANK

Per: Per:

~R~ ~Fy Q~(Print Name}; ( nt Name):

D. McCORMACK 8~ COMPANY INC. JIM BRANDER PROFESSIONAL

Per: CORPORATION

Per:

(Print Name:

Print Name):

ALLAN WELSH ~ COMPANY

Per:

(Print Name):
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17. Dated this day of 212

JOANNA L. HAMPTON HOLDINGS INC. FIRST LEASIDE ACCOUNTING AND TAX

Per: 
SERVICES INC., by the Court—Appointed

Chief Restructuring Officer,

G.S. MACLEOD &ASSOCIATES INC.,
Joanna L. Hampton, President

Per:

McMILLAN THORN & CO. LTD.

Per:

(Pant Name):

D. McCORMACK &COMPANY INC.

Per:

(Print Name):

ALLAN WELSH &COMPANY

Per:

(Print Name):

DM_TOR/217103.01369/5799377.2

Greg S. MacLeod, President

THE TORONTO-DOMINION BANK

Per:

{Print Name):

JIM BRANDER PROFESSIONAL
CORPORATION

Per: ~ '

(Print Nam ~ ~ ~ ~~w-.. ,~ ~~
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This is Exhibit "O" r ferred to in the Affidavit of Greg MacLeod
sworn August ~~., 2012
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TERM SHEET

1:3~~~i~l~~~l

JIM BRANDER, Chartered Accountant, a resident of the Province of Alberta
("Brander");

-and-

JIM BRANDER PROFESSIONAL CORPORATION, a company incorporated under the
laws of the Province of Alberta, all of its issued and outstanding shares being owned by
Brander ("JBPC");

-and-

BRANDER PROFESSIONAL CORPORATION, a company incorporated under the laws
of the Province of Alberta, ali of its issued and outstanding shares being owned by JBPC
("BPC") and formerly named MATTHEW E. BAKKER PROFESSIONAL
CORPORATION ("MEB");

-and-

SMART BOOKS ACCOUNTING SERVICES INC., a company incorporated under the
laws of the Province of Alberta, all of its issued and outstanding shares being owned by
Brander ("SBAS");

-and-

FIRST LEASIDE ACCOUNTING AND TAX SERVICES INC., a company incorporated
under the laws of the Province of Ontario and currently operating subject to the
Companies' Creditors Arrangements Act pursuant to an Order issued by the Ontario
Superior Court of Justice on February 23, 2012 ("FLAT");

-and-

THE TORONTO-DOMINION BANK, a Canadian banking corporation having its Head
Office in the City of Toronto in the Province of Ontario ("the Bank")

-and-

JOANNA L. HAMPTON HOLDINGS INC., a company incorporated under the laws of
the Province of Ontario, all of its issued and outstanding shares being owned by Joanna
L. Hampton ("Hampton Holdings")



231

Background

On June 30, 2010, MEB entered into an agreement to acquire the outstanding

shares of Rodney M. Coppock Professional Corporation, a firm engaged in the

practice of public accounting based in Calgary, Alberta ("Coppock"). At that time

MEB was wholly owned by Matthew Bakker, an employee of the First Leaside Group

of Companies and a qualified Chartered Accountant. Professional regulations

require that legal ownership of the professional corporation is with a Chartered

Accountant in good standing.

2. FLAT provided funds totaling $650,000 to MEB to complete the acquisition. The

advances were recorded in the books and records of FLAT as an investment in MEB
although MEB gave FLAT a promissory note for the amount of the advances.
Notwithstanding the legal form of the transaction, the intention of the parties was that
FLAT would be an economic beneficiary of MEB's acquisition of Coppock.

3. In January 2011, MEB changed its name to BPC and ownership was transferred to
JBPC. On January 25, 2011 Brander, JBPC, SBAS and FLAT entered into an
agreement (the "Derivative Instrument"), which provided that at the end of each
fiscal year, JBPC and SBAS would pay to FLAT 65% of their pre-tax profits less any
agreed cash reserves. The Derivative Instrument provided that, upon termination,
FLAT was entitled to compel the transfer of all outstanding shares of JBPC, MEB
and SBAS to a nominee of FLAT's choosing. A copy of the Derivative Instrument is
annexed as Exhibit 1.

4. At December 31, 2011, the balance of the investment account on FLAT's books was
$641,573 although the balance has not been reconciled to reflect the acfual loss
incurred by JBPC in 2011.

5. Pursuant to a Letter Agreement dated June 15, 2010 (the "Agreement'), FLAT

borrowed $1,173,500 from the Bank by way of a reducing term facility. The term

facility amounted to approximately one-half of FLAT's investment in MEB and

Hampton Holdings, an unrelated investee of FLAT that owns and operates three
professional accounting practices in Alberta and British Columbia. FLAT provided no

security for the loans, however, MEB and Hampton Holdings provided joint and

several guarantees of the full amount of the indebtedness to the Bank, supported by

general security agreements.

6. On February 23, 2012, FLAT was granted protection from its creditors under the

Companies' Creditors Arrangements Act ("CCAA").

7. At the date of the Initial Order under the CCAA, the balance outstanding on the term

facility was $808,170. For purposes of servicing the term facility, the balance is

notionally allocated 72.31 % to Hampton Holdings and 27.69% to MEB.

8. On Aprit 25, 2012, the Bank notified FLAT that it was in default of certain borrowing

covenants and the breach has not been rectified.

DM TOR/21~103-01369/5799171.2
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9. Given FLAT's insolvency, Brander, JBPC and SBAS wish to terminate the Derivative
Instrument and obtain a full and final rel ease from FLAT of its interests and
entitlements in and under the Derivative Instrument and a waiver of repayment from
FLAT in respect of all advances to M EB. In consideration, JBPC, BPC and SBAS
are prepared to compensate FLAT based on the value of their professional practices
as at the date of the CCAA filing by way of cash payment and assumption of FLAT's
II IUCUIC~i ~cSS av ~ c v ufi~..

Transaction Terms

10. FLAT will provide to Brander, JBPC, BPC and SEAS a release of its interests of any
nature whatsoever and full and final settlement of all present and future obligations of
Brander, JBPC, BPC and SBAS and their respective, employees, directors,
subsidiaries, affiliates and successors under the Derivative Instrument.

11. As consideration for the release, Brander, JBPC and SBAS jointly and severally
promise to compensate FLAT at closin i he amount of ~ as folio~/

a ° oo ~~ ~' 3~'~°°d ~ /'1S11.1. Payment of by' r er in cash; and; / ~~

11.2. Assumption of a portion of FLAT's indebtedness to the Bank equal to
JBPC's, BPC's and SEAS' share of the reducing term facility outstanding as at
February 23, 2012, on a joint and several basis, in the approximate amount of
$224,000.

Conditions Precedent to Closing

12. This transaction is conditional on the following:

12.1. The Bank providing a full and final release to FLAT in respect of FLAT's
obligations under the Agreement;

12.2. Brander, JBPC, SBAS and the Bank coming to an agreement or
agreements in respect of the assumption of outstanding indebtedness under the
reducing term facility contained in the Agreement by Brander, JBPC and SBAS
on a joint and several basis, on such terms respecting the principal amount
borrowed, interest, repayment, collateral security (including additional sec urify
as may be required by the Bank), guarantees (including additional guarantees
as may be required by the Bank), and other terms as may agreed to by the Bank
in its sole discretion;

12.3. Completion of documentation in a form that is mutually satisfactory to the
parties;

DM TOR/217103.01369/5799171.2
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12.4. Approval of the transaction by the Ontario Superior Court of Justice in the

CCAA proceedings; and

12.5. The written Consent of Hampton Holdings.

Closing

13. The parties agree that closing will occur forthwith after court approval and, in any

event, not later than 120 days after the execution of this term sheet on the date
written below.

14. Each party will bear its own costs associated with the execution of this agreement.

15. This terms sheet may be signed in counterpart.

[THE REMAINDER OF THIS PAGE IS LEFT INTENTIONALLY BLANK]
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16. Dated this ~ ~ day of gar ~.n , 2012

J1M BRANDER

~/

JIM BRANDER PROFESSIONAL
CORPORATION

Per:
~"..t.~~l.~

(Print Name)/ 1~ ~~ ~~ ~,~
' rT

JIM BRANDER PROFESSIONAL
CORPORATION

Per:

(Print Nam/
~ ~ .Y—. .~v~-fir

DM TOR/217303.01369/5799171.2

SMART BOOKS ACCOUNTING
SERVICES INC

Per: / i

(Print N e)c ~~~ rv— vk-r~-~ r

THE TORONTO-DOMINION BANK

Per:

(Print Name):

FIRST LEASIDE ACCOUNTING AND
TAX SERVICES INC., by the Court—
Appointed Chief Restructuring Officer,

G.S. MACLEOD &ASSOCIATES INC.,

Per:

Greg S. MacLeod, President

JOANNA L. HAMPTON HOLDINGS INC.

Per:

Joanna L. Hampton, President
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16. Dated this / D ~ day of

JIM BRANDEF2

JIM BRANQER PROFESSIONAL
CORPORATION

Per:

(Print Name):

J1M BRANDER PROFESSIONAL
CORPARATION

Per:

(Print Name):

Dht 'I'OR/217103.01369/5799L71.2

~'
2012

SMART BOOKS ACCOUNTING

SERVICES INC

Per:

(Print Name):

THE TORONTO-DOMINION SANK

Per: / . / J
(../ C/

(Print Name): -̂ ~'p,q,~ E'~ ~~q~

FIRST LEASIDE ACCOUNTING AND
TAX SE12VECES INC., by the Court—
Appointed Chief Restructuring Qfficer,

G.S. MACLEOU ~ ASSOCIATES INC.,

Per:

Greg S. MacLeod, President

JOANNA L. HAMPTON HOLDINGS INC.

Per.

Joanna L. Hampton, President
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16. Dated this ~ d day of /`"~` ~ ~ S ' , 2012

JIM BRANDER SMART BOOKS ACCOUNTING

SERVICES INC

Per:

Y

(Print Name):

JIM BRANDER PROFESSIONAL 7HE TQRONTO-DOMINION BANK
CORPORATION

Per: Per:

(Print Name):
(Print Name):

JIM BRANDER PROFESSIONAL FIRST LEASIDE ACCOUNTING AND

CORPORATION TAX SERVICES INC., by the Court—
Appointed Chief Restructuring Officer,

Per: 
G.S. MACLEOD 8~ ASSOCIATES INC.,

(Print Name): Per:

Greg S. MacLeod, President

JOANNA L. HAMPTON HOLDINGS INC.

Per:

Joanna L. Hampton, President

DM_TOR/217103-01369/5799171.2

236



16. Dated this ~ day of 1 t' rt:..~,~ , 2012

JIM BRANDER

r;` ~ ~~,

,'

.~

JIM BRANDER PROFESSIONAL
CORPORATION

Per: ~! ~ y

(Print Name):r ~ ~~ Y,~ ~~,~~,y
l

JIM BRANDER PROFESSIONAL
CORPORATION

~ 1
Per: i; ~

l; ;` ,

(Print Nark
~l ham. r'

DM_TOR/217103•U1369/5799171.2

SMART BOOKS ACCOUNTING
SERVICES INC

~ %~
Per: ~ '' ~~ .._--I f-QN'

(Print N e): F~1 n~- caw

TWEIORONTO-DOMINION BANK r

Per:

(Print Nama):

FIRST LEASI~E ACCOUPITING AND
TAX SERVICES INC., by the Court
Appointed Chtef Restructuring Officer,

G.S. MACI,EOD &ASSOCIATES INC.,

Per:

Greg S. MacLeod, President

JOA .HAMPTON HOLDINGS INC.

Pe

—,,

Joanna L. Hampton, President
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Exhibit 1:

Derivative Instrument dated January 25, 2011 between Jim Brander, Jim Brander
Professional Corporation, Smart Books Accounting Services Inc. and First Leaside
Accounting and Tax Services Inc.

DM TO~/217103-01369/5799171.2
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DERI ~A ~ INSTRUMENT
~S ~,,

TI3IS AGREEMENT dated January~2011

Amomg:

JIM BRANDER an individual resident in Calgary Alberta and the President and Sole Shareholder of the
Corporation and Smart Books ("Jim").

and

JIM BRANDER PROFESSIONAL CORPORATION a professional corporation engaged in the
practice of accounting being registered in the Province of Alberta having offices in the City of Calgary
(the "Corporation").

and

SMART BOOKS ACCOi7NTING SERVICES INC. a professional corporation engaged in the practice
of consulting being registered in the Province of Alberta having offices in the City of Calgary ("Smart
Books")

and

F'IItST LEASIDE ACCOUNTING AND TAX SERVICES INC., a corporation registered in the
Province of Ontario having offices in the town of Uxbridge in the Province of Ontario ("First Leaside").

(collectively referred to as the "Parties")

WIiEREAS Jim is the President and sole shareholder of the Corporation and Smart Books;

AND W~IEREAS the Corporation requires capital in the amount of $650,000 (the "Capital")
to complete a transaction involving the acquisition of all of the shares of Matthew E. Bakker Professional
Corporation ("MEB").

AND WHEREAS the Corporation, MEB and Smart Books will continue to operate as (Jim
Brander &Company] (JB&Co.)

AND WHEREAS First Leaside has agreed to provide Jim and the Corporation the Capital in
exchange for a derivative instrument (the "Derivative Instrument");

AND WHEREAS, the Parties have agreed that the Derivative Instrument sha31 include teens

whereby First Leaside shall pay the Capital in exchange for a percentage of the profits of the Corporation

and Smart Books during the term of the Derivative Instrument (the "Swap").

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants and

agreements herein contained and other good and valuable consideration receipt of which is hereby

acknowledged, the Parties hereto hereby agree as follows:

1. AMOUNT AND TERMS OF THE SWAP

1.1 The Capital shall be funded on January 24~', 201 I .
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1.2 The Corporation, MEB and Smart Books shall transfer SIXTY-FIVE PERCENT (65%) of all
Profits of JB&Co. to First Leaside for the terry► of this Derivative Instrument and Jim shall
receive 35% of all profits of JB&Co. for the term of the Derivative Instrument. For greater
certainty, profits shall mean the revenues of JB&Co. less expenses, including but not limited to
the salary of Jim Brander, prior to the payment of any applicable corporate income taxes and
less any amounts agreed to by the parties to be held as cash reserves for JB&Co.

1.3 Subject to compliance with Article 2 hereof and ail regulatory requirements including the
Institute of Chartered Accountants of Alberta, First Leaside shall, upon termination of the
Derivative Instrument, be entitled to compel the transfer of all of the issued and outstanding
Class "A" Shares of the Corporation, MEB and Smart Books owned by Jirn {the "Shares") to a
nominee of First Leaside's choosing (the "Transfer").

2. SETTLEMENT OF THE SWAP AND TERMINATION OF THE DERIVATIVE INSTRUMENT
9 m~

2. ] The JB&Co. shall pay to First Leaside 65% of the Profits of the Corporation and Smart Books
within 90 days of the end of JB&Co's fiscal year

2.2 The Derivative Instrument will terminate upon the occurrence of the following events:

22.] Either of First Leaside or Jinn may terminate the Derivative instrument upon ninety
(90) days written notice;

2.2.2 The death or disability of Jim. For the purposes of this Section 2.2.2 Disability shall
mean: a state of disab{ement due to injury or sickness, where the Employee: (i) is
unable to perform his duties as the principal of the Corporation and/or Smart Books
for a continuous period of at least three months; or (ii) in the opinion of a qualified
medical practitioner, consulted with respect to such injury or sickness, will not be
able to perform such duties for a period of at least three months.

2.2.3 An Event of Default as defined in Article 6 hereof.

23 The effective date of the termination of the Derivative Instrument (the "Effective Date") shall
be the date of the Transfer.

2.4 Upon the Effective Date the Swap will be settled as fotlov✓s:

2.4.1 If the Effective Date is less than one year from the date of this instrument Jim shall
receive a payment from First Leaside equivalent to l00% of the revenues of the
Corporation and Smart 'Books for the last year ended. If the Effective Date is more
than one year from the date of this Derivative Instrument Jim shall receive a
payment from First Leaside equivalent to 35% of the revenues of the JB&Co. for the
last year ended (the "Close-Out Amount");

2.4.2 The Close-Out A►nount shall be adjusted as follows:

2.4.2.1 If the Effective Date is less than one year from the date of this Derivative
Instrument, the Close-Out Amount shall be increased by the amount by which
35% of the year-to-date revenues of JB&Co., as of the Effective Date exceeds



241

the year-to-date revenues of the Corporation and Smart Books as of the same
date in the preceding year for the last year ended. The Close-Out Amount shall
be decreased by the amount by which 35% of the year-to-date revenues of
JB&Co., as of the Effective Date, are less than the revenues of the Corporation
and Smart Books as of the same date in the preceding year.

2.4.2.2 If the Effective Date is more than one year from the date of this Derivative
Instrument, the Close-Out Amount shall be decreased % of the year-to-date
revenues of JB&Co., as of the Effective Date, are greater than the revenues of
the Corporation and Smart Books for the last year ended the year-to-date
revenues of JB&Co Jim shall receive a cash payment. on the same date 1 year
prior to the Effective Dateif the Effective Date is more than one year from the
date of this Derivative Instrument , if the year-to-date revenues of JB&Co., as
of the Effective Date, are greater than the year-to-date revenues of JB&Co. on
the same date 1 year prior to the Effective Date ("Year-To-Date Increase"),
Jim shall receive a cash payment of THIRTY-FNE PERCENT (35%) of
Year-To-Date Increase.

2.4.3 For the purposes of calculating the Year-To-Date Increase revenues shall include: (i)
all work in progress as of the Effective Date, that has a reasonable expectation of
collection of all billings; and (ii) all accounts receivable as of the Effective Date that
are less than 60 days past due.

3. REPRESENTATIONS AND WARRANTIES OF THE COTtPORATION, SMART BOOKS, JIM
BRANDER, and MEB

3.1 The Corporation represents and warrants to First Leaside as follows:

3.1.1 the Corporation is a duly constituted corporation validly existing under the laws of
Alberta;

3.1.2 Jim is the sole director of the Corporation;

3.1.3 Jim is the sole shareholder of the Corporation;

3.l .4 the execution, delivery and performance of the obligations required to be performed
by the Corporation pursuant to this Derivative Instrument do not and will not;

3 require the consent or approval of its shareholders or such consent or approval has been obtained,

3.1.4.2 contravene any of the Corporations organizational documents,

3.1.4.3 to the best of the Corporation's Mowledge, violate any provision of, or
require any filing, registration, consent or approval under, any Law, order,
writ, judgment, injunction, decree, determination or award presently in effect
having applicability to it,

3.1.4.4 result in a breach of or constitute a default under or require any consent under
any indenture or loan or credit agreement or any other agreement, lease or
instrument to which the Corporation niay be a party or by which their
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properties may be bound or affected except for consents which have been
obtained,

3.1.4.5 result in, or require, the creation or imposition of any lien, upon or with
respect to any of the Cor{~oration's properties now owned or hereafter
acquired, or

3.1.4.6 to the best of the Corporation's knowledge, cause the Corporation to be in
default under any such law, order, writ, judgment, injunction, decree, `
determination or award or any such indenture, agreement, lease or
instrument; to the best of Jim's knowledge, the Corporation is in material
compliance with all laws applicable to it and its properties

3.1.5 This Derivative Instrument and the terms of the Swap represent legal, valid and
binding obligation of the Corporation, enforceable against the Corporation in
accordance with its terms, except to the extent that such enforcement may be limited
by applicable bankruptcy, insolvency and other simitar laws affecting creditors'
rights generally;

3.1.6 there are no disputes and legal or other proceedings pending or threatened before
any court, tribunal or other regulatory/governmental authority involving the
Corporation which are reasonably likely to result in a material adverse change; and

3.1.7 The Corporation has completed all governmental approval, authorization, licensing,
registration, filing and otherwise necessary act to carry out the business of the
Corporation.

3.2 Smart. Books represents and warrants to First Leaside as follows:

3.2.1 Smart Books is the duly constituted corporation validly existing under the laws of
Alberta;

3.2.2 Jim is the sole director of Smart Books;

3.2.3 Jim is the sole shareholder of Smart Books;

3.2.4 the execution, delivery and performance of the obligations required to be performed

by Smart Books pursuant to this Derivative Instrument do not and will not;

3.2.4.1 require the consent or approval of its shareholders or such consent or
approval has been obtained,

3.2.4.2 contravene any of Smart Books' organizational documents,

3.2.4.3 to the best of Smart Books' knowledge, violate any provision of; or require

any filing, registration, consent or approval under, any Law, order, writ,

judgment, injunction; decree, determination or award presently in effect

having applicability to it,

3.2.4.4 result in a breach of or constitute a default under or require any consent under

any indenture or loan or credit agreement or any other agreement, lease or

4
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instrument to which Smart Books may be a party or by which their properties
may be bound or affected except for consents which have been obtained,

3.2.4.5 result in, or require, the creation or imposition of any lien, upon or with
respect to any of Smart Books' properties now owned or hereafter acquired,
or

3.2.4.6 to the best of Smart Books' knowledge, cause Smart Books to be in default
under any such law, order, writ, judgment, injunction, decree, determination
or award or any such indenture, agreement, lease or instrument; to the best of
Tim's knowledge, Smart Books is in material compliance with alI laws
applicable to it and its properties.

3.2.5 This Derivative Instrument and the terms of the Swap represent a legal, valid and
binding obligation of Smart Books, enforceable against the Smart Books in
accordance with its terms, except to the extent that such enforcement may be limited
by applicable bankruptcy, insolvency and other similar laws affecting creditozs'
rights generally;

3.2.6 there are no disputes and legal or other proceedings pending or threatened before
any court, tribunal or other regulatory/governmental authority involving Smart
Books which are reasonably likely to result in a material adverse change; and

3.2.7 Smart Books has completed all governmental approval, authorization, licensing,
registration, filing and otherwise necessary act to carry out the business of Smart
Books.

33 Jim represents and warrants to First Leaside as follows:

3.3.1 Jim is the sole director of the Corporation and Smart Books;

3.3.2 Jam is the sole shareholder of the Corporation and Smart Books;

333 Jim is a duly qualified Chartered Accountant in the Province of Alberta and is
eligible to own the Corporation and Smart Books;

3.3.4 the execution, delivery and performance of the obligations required to be performed
by Jim pursuant to this Derivative Instrument do not and will not;

33.4.1 [o the best of Jim's knowledge. violate any provision of, ar require any filing,
registration, consent or approval under, any Law, order, writ, judgment,
injunction, decree, determination ~ or award presently in effect having
applicability to it,

3.3.42 result in a breach of or constitute a default under or require any consent under
any indenture or loan or credit agreement or any other agreement, lease or
instrument to which Jim may be a party or by which the Shares may be bound
or affected except for consents which have been obtained,

3.3.4.3 to the best of Jim's knowledge, cause Jim to be in default under any such law,
order, writ, judgment, injunction, decree, determination or award or any such

J
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indenture, agreement, lease or instrument; to the best of Jim's knowledge,
Jim is in material compliance with all laws applicable to him,

3.3.5 This Derivative Instrument and the terms of the Swap represent a legal, valid and
binding obligation of Jim, enforceable against Jim in accordance with its terms,
except to the extent that such enforcement may be limited by applicable bankruptcy,
insolvency and other similar Iaws affecting creditors' rights generally;

3.3.6 there are no disputes and legal or other proceedings pending or threatened before
any court, tribunal or other regulatory/governmental authority involving Jim which
are reasonably likely to result in a material adverse change; and

33.7 Jim has completed all governmental approval, authorization, licensing, registration,
filing and otherwise necessary act to carry out the business of the Corporation and
Smart Books.

3.4 MEB represents and warrants to First Leaside as follows:

3.4.1 MEB is a duly constituted corporation validly existing under the laws of Alberta;

3.4.2 Jim is the sole director of MEB;

3.4.3 Jim is the sole shareholder of the MEB;

3.4.4 the execution, delivery and performance of the obligations required to be performed
by the Corporation pursuant to this Derivative Instrument do not and will not;

3.4.4.1 require the consent or approval of its shareholders or such consent or
approval has been obtained,

3.4.4.2 contravene any of MBB's organizational documents,

3.4.4.3 to the best of MEB's knowledge, violate any provision of, or require any
filing, registration; consent or approval under, any Law, order, writ,
judgment, injunction, decree, determination or award presently in effect
having applicability to it,

3.4.4.4 result in a breach of or constitute a default under or require any consent under
any indenture or loan or credit agreement or any other agreement, lease or
instrument to which MEB may be a party or by which their properties may be
bound or affected except for consents which have been obtained,

3.4.4.5 result in, or require, the creation or imposition of any lien, upon or with
respect to any of MEB's properties now owned or hereafter acquired, or

3.4.4.6 to the best of MEB's knowledge, cause MBB to be in default under any such
law, order, writ, judgment, injunction, decree, determination or award or any
such indenture, agreement, lease or instrument; to the best of Jim's
knowledge, MEB is in material compliance with all laws applicable to it and
its properties

3



3.4.5 This Derivative Instrument and the terms of the Swap represent legal, valid and
binding obligations of MEB, enforceable against MEB in accordance with its terms,
except to the extent that such enforcement may be limited by applicable bankruptcy,
insolvency and other similar laws affecting creditors' rights generally;

3.4.6 Other than as already disclosed to First Leaside, there are no disputes and legal or
other proceedings pending or threatened before any court, tribunal or other
regulatorylgovemmental authority involving MEB which are reasonably likely to
result in a material adverse change; and

3.4.7 MEB has completed all governmental approval, authorization, licensing,
registration, filing and. otherwise necessary act to carry out the business of the MEB.

4. REPRESENTATIONS AND WARRANTIES OF FIRST LEASIDE

4.1 First Leaside is a duly constituted corporation validly existing under the laws of Ontario;

4.2 Joanna L. Hampton is the sole director of First Leaside;

4.3 First Leaside Wealth Management Inc. is the sole shareholder of First Leaside;

4.4 First Leaside hereby represents and warrants to the Corporation, Smart Books, aim and MEB
that, from the execution date of this Derivative Cnstrument until the date the Derivative
Instrument terminates,

4.4.1 The execution, delivery and performance of the obligations required to be performed
by First Leaside pursuant to this Derivative Instrument do not and will not:

4.4.1.1 to the best of First Leaside's knowledge, violate any provision of, or require
any filing, registration, consent or approval under, any Law, order, writ,
judgment, injunction, decree, determination or award presently in effect
having applicability to it,

4.4.1.2 result in a breach of or constitute a default under or require any consent under
any indenture or loan or credit agreement or any other agreement, lease or
instrument to which First Leaside may be a party or b}< which it or its
properties may be bound or affected except for consents which have been
obtained.

4.4.2 The execution and the performance of this Derivative Instrument is not in breach of
any effective laws and regulations, governmental approval, authorization and
notification, other government documents and any contracts executed with, or
commitments made to, any third party; and

4.4.3 The Derivative Instrument and the terms of the Swap are legal, valid and binding
obligation of First Leaside, enforceable against First Leaside, in accordance with its

. terms, except to the extent that such enforcement may be limited by applicable
bankruptcy, insolvency and other similar laws affecting creditors' rights generally.

5. COVENANTS OF J1M, MEB SMART BOOKS AND THE CORPORATION

7
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5.1 The Corporation, MBB and Smart Books covenant and agree that until full and complete
performance by the Corporation, MEB and Smart Books of all obligations arising under this
Derivative Instrument, the Corporation MEB, and Smart Books shall:

5.1.1 Not create, authorize, issue or sell any shares of capita( stock or other securities of
the Corporation, MEB or Smart Books without the prior written consent of First
Leaside;

5.1.2 Not sell, assign, transfer, dispose of, donate, mortgage, pledge, hypothecate, charge
or otherwise encumber any of the Shares to any person other than a nominee of
First Leaside;

5.13 Not declare any dividends, other than dividends whereby Jim chooses to receive his
35% of the Profits, distribution of assets or return of capital, without the consent of
First Leaside, ;

5.1.r~ Not enter into: a partnership, any arrangement for the sharing of profits, joint
ventures or arrangement involving the sale, assignment or dilution of any material
property of the Corporation, unless consented to by First Leaside;

5.1.5 Not repay any Shareholder loans without the consent of First Leaside;

5.1.6 Not amend the Articles or Sy-Laws of the Corporation, MEB or Smart Books;

5.1.7 Not undertake any capital expenditures in excess of $25,000 without the consent of
First Leaside;

5.1.8 Not take any action which may lead to or result in a material change without the
consent of Pirst Leaside;

5.1.9 Not sell, lease, exchange or dis~wse of all or substantially all of the property or assets
of the Corporation, MEB, or Smart Books;

5.1.10 Not take any steps to wind up or terminate the corporate existence of the
Corporation, MEB or Smart Books;

5. ] .11 Cooperate with First Leaside and execute such further instruments and documents as
First Leaside shall reasonably request to carry out to its satisfaction the transactions
contemplated by this Derivative Instrument and the terms of the Swap;

5.1.12 As soon as possible and in any event within two business days after acquiring
knowledge thereof notify First Leaside in writing of the occurrence of any DeFault or
Event of Default;

5.1.13 Provide First Leaside with:

5.1.13.1 quarterly management prepared financial statements for JB&Co. compared
with budget within Early-five (45) days of quarter end;

8



5.1.13.2 monthly management prepared financial statements for JB&Co. compared
with budget within twenty days (20) days of each month end; and

5.1.13.3 an annual operating plan and budget no later than thirty (30) days before the
start of each fiscal year.

S.l.t4 Promptly provide First Leaside with such other information respecting condition or
operations, financial or otherwise, of JB&Co. as First Leaside may from time to time
reasonably request;

5.1.15 Promptly notify First Leaside of all actions, suits and proceedings before any
domestic or foreign governmental authority or azbitrator, affecting: JB&Co. the
Corporation, MEB, or Smart Books, except those which in the aggregate, if
adversely determined, would have no material adverse effect on the Corporation's
ability to meet its obligations pursuant to this Derivative Instrument; and

5.1.16 Promptly (and in any event within two business days) after the Corporation, MEB,
Smart Books, or JB&Co. becomes aware of the existence of (i) any breach or non-
performance of, ox any default under, any contractual obligation which is material to
the financial condition of the Corporation, ME$, Smart Books, or JB&Co. or
(ii) atty event, development or other .circumstances which has any reasonable
likelihood of causing or resulting in a material adverse effect on JB&Co.'s, the
Corporation's, MEB's or Smart Books' ability to meet its obligations pursuant to
this Agreement.

5.2 Jim covenants and agrees that until full and complete performance by Jim of all obligations
arising under this Derivative Instrument, Jim shall:

5.2.1 Not sell, assign, transfer, dispose of, donate, mortgage, pledge, hypothecate, charge
or otherwise encumber the Shares to any person, including by way of a will or
testamentary trust, other than a nominee of First Leaside;

5.22 Not declare any dividends, other than dividends whereby Jim chooses to receive his
35% of the Profits„ distribution of assets or return of capital, without the consent of
First Leaside;

5.2.3 Not enter into: a partnership, any arrangement for the sharing of profits, joint
ventures or arrangement involving the sale, assignment or dilution of any material
property of: the Corporation, MEB or Smart Books, unless consented to by First
Leaside;

5.2.4 Not amend the Articles or By-Laws of: MEB, the Corporation or Smart Books;

5.2.5 Not take any action which may lead to or result in a material change without the
consent of First Leaside;

5.2.6 Not sell, lease, exchange or dispose of all or substantially all of the property or assets
of: MEB, the Corporation or Smart Books;

5.2.7 Not take any steps to wind up or terminate the corporate existence of: MEB, the
Corporation or Smart Books, without the consent of First Leaside;



52.8 Cooperate with First Leaside and execute such further instruments and documents as
First Leaside shall reasonably request to carry out to its satisfaction the transactions
contemplated by this Derivative Instrument and the terms of the Swap;

5.2.9 As soon as possible and in any event within two business days after acquiring
knowledge thereof notify First Leaside in writing of the occurrence of any Default or
Event of Default;

5.2.10 Promptly notify First Leaside of all actions, suits and proceedings before any
domestic or foreign governmental authority or arbitrator involving Jim, except those
which in the aggregate, if adversely determined, would have no material adverse
effect on Jim's ability to meet his obligations pursuant to this Derivative Instrument;
and

5.2.11 Promptly (and in any event within two business days) after Jim becomes aware of the
existence of any breach or non-performance of, or any default under, any contractual
obligation which has any reasonable likelihood of causing or resulting in a material
adverse effect on the Jim's ability to meet his obligations pursuant to this Derivative
Instrument.

5.2.12 Maintain his licensing as a Chartered Accountant in the Province of AIberta.

6. EVENTS OF DEFAUT.T; ACCELERATION

Events of Default. Each of the following shall constitute an "Event of Default":

6.1.1 Jim shall fail to perform Any term, covenant or agreement contained herein and such
failure shall continue for five (5) days after the earlier of the date on which (i) First
Leaside becomes aware of such failure and has given Jim notice of the Event of
Default (ii) written notice of such failure has been given to Jim, the Corporation, or
Smart Books, by First Leaside;

6.1.2 If Jim, MEB, the Corporation or Smart Books becomes insolvent within the meaning
of the Bankruptcy and Insolvency Act (Canada}, files or notifies First Leaside that it
intends to file a petition under the Bankruptcy and Insolvency.4ct (Canada), initiates
a proceeding under any similar law or statute relating to bankruptcy, insolvency,
reorganization, winding up or adjustment of debts (collectively, an "Action"),
becomes the subject of either an involuntary Action or petition under the Bankruptcy
and Insolvency Act (Canada) without such involuntary Action or petition being
dismissed within 30 days of filing or, if Jim, MEB, the Corporation, oc Smart Books
is diligently proceeding to dismiss such petition, such longer period of time if
required, but in no event shall such longer period of time be greater than 90 days, or
is not generally paying its debts as the same become due.

6.2 Remedies Upon Default. Immediately upon the occurrence of any Event of Default and during
the continuance thereof, First Leaside may, by providing written notice, exercise its right to
effect the Transfer.

7. NOTIFICATIONS

10
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7.1 Notice or other communications under this Derivative Instrument shall be delivered personally
or sent by facsimile transmission or by registered mail to the address set forth below, except
that such address has been changed in writing. The date noted on the return receipt of the
registered mail is the service date of the notice if the notice is sent by registered mail; the
sending date is the service date of the notice if the notice is sent personally or by facsimile
transmission. The original of the notice shall be sent personally or by registered mail to the
following address after the notice is sent by facsimile.

If to: First Leaside
Attu: Joanna L. Hampton
430 Regional Road #8, R.R. 1
Uxbridge, Ontario L9P 1R]
fax:(9Q5) 852-0273

and if to: Jim, MEB, the Corporation or Smart Books
Attu: Jim Brander
604 - 550 I lth. Avenue SW
Calgary, AB
T2R 1 M7
Fax: 403-920-0383

8. GOVERNING LAW AND SE`fTLEMENT OP DISPUTES

4 The execution, validity, interpretation, performance, implementation, termination and settlement of
disputes of this Derivative Tnstrunnent shall be governed exclusively by the laws of the Province of
Alberta and the Parties hereto irrevocably attorn to the exclusive jurisdiction of the Courts of the
Province of Ontario and agree that any proceedings taken in respect to this Agreement shall be taken
in such courts and no other.

9. MISCELLANEOUS

5 This Derivative Instrument shall be effective as of the date above written and shall expire when all the
Parties have fully performed their obligations under this Derivative Instrument.

9.2 The Parties may amend and supplement this Derivative Instrument with a written agreement.
The amendment and supplement duly executed by all the Parties shall be part of this Derivative
Instrument and shall have the same legal effect as this Derivative Instrument.

9.3 This Derivative Instrument constitutes the entire agreement among the Parties relating to the
subject matter hereof.

9.4 Nothing in this Agreement shall be construed so as to create a partnership or joint venture
between First Leaside, and any of: MEB, Jim, the Corporation, or Smart Books and nothing
herein shall be construed so as to impose any liability as such on First Leaside.

9.5 Any provisions of this Derivative Instrument that are invalid or unenforceable shall not affect

the validity and enforceability of any other provisions hereof.

9.6 This Derivative Instrument shall enure to the benefit of and be binding upon all the Parties and

their successors and assigns.



9.7 First Leaside may assign its rights pursuant to this Derivative Instrument to any affiliate or
subsidiary of the First Leaside Group of Companies without notice to Jim, MEB, the
Corporation, or Smart Books and any assignee pursuant to this Section 9.7 shall be subject to
the terms of this Derivative Instrument.

9.8 Jim, MEB the Corporation and Smart Books agree to indemnify, hold harmless and defend
First Leaside and each of its successors, assigns, and trustees, as applicable (collectively, the
"Indemnified Parties"), from and against any and all losses, costs, claims, liabilities, damages
and expenses, including, without limitation, reasonable Lawyers' fees (collectively, "Losses"),
arising as the result of a breach of any of the representations, warranties, covenants, or
obligations of Jim, the Corporation ox Smart Books set forth in this Agreement, but excluding
Losses suffered by an Indemnified Party directly arising out of such Indemnified Party's gross
negligence or willful misconduct.

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement as of the date hereof.

FIRST LEASIDE ACCOUNTING AND TAX
SERVICES INC.

Per:
Name: Joanna L. Hampton
President
I have the authority to bind the corporation.

SMART BOOKS ACCOUNTING
SERVICES INC.

Per:
Name: Joanna L. Hampton
President
[ have the authority to bind the corporation.

JIM BRANDER PROFESSIONAL
CORPORATION

Per:
Name: Jim rander
Title: Dir ctor
I have the, thorny to bind the corporation

L ~' ^_.~~'~~~
Jim Brand r Witness

Name:
Address

.~'
~''~ '~___.~_

LUIS MORALES
Barrister and Solicitor
fop ~ ~~2 - ~' A•~en~e Si.J

C~=~ °~7r

`~f 2~ ~ 5 g

12

250



9.5 Any provisions of this Deri~~ative Instrument that are invalid or unenforceable shall not affect

the validity and enforceability of am~ ether provisions hereof.

9.6 This Derivative Instrument shall en~u•e to the benefit of and be binding upon al! the Parties and

their successors and assigns.

9.7 First Leaside may assign its rights pursuant to this Derivative Instru►nent to any affiliate or

subsidiary of the First Leaside Group of Companies without notice to Jim, MEB, the

Corporation, or Smart E3ooks and any assignee pursuant to this Section 9.7 shall be subject to

the teens of this Derivative Instrument.

9.8 Jim, MEB the Corporation and Smart Books agree to indemnify, hold harmless and defend

First Leaside and each of its successors, assigns, and trustees, as applicable (collectively, the

"Indemnified Parties"), firom and a~,ainst any and all losses, costs, claims, liabilities, damages

and expenses, includinb, ~vith~~ut limitation, reasonable Lawyers' fees (collectively, "Losses"},

arising as the result of a breach of any of the representations, warranties, covenants, or

obligations of Jim, the Co~paration or Smart Baoks set forth in this Agreement, but excluding
Losses suffered by an Indemnifir;cl Party directly arising out of such Indemnified Party's gross
negligence or willfal misconduct.

TN WITNESS WHEREOF, the Parties hereto ha~•c executed this Agreement as of the date hereof.

FIRST LEASIDE ACCOUNTING AND TA3y.
SERVi TNC.

Per:
me:.loanna L. Hamp n

President
have the authority to hind the corporaiiun.

SMART BOOKS ACCOUNTING
SERVICES INC.

Per:
Name: Jirn Grander +---------. __-
Nresident
liavc the auth~~rin to bind the curporati~~n.

JIM BRANDER
CORPORATION

Per:

Jim Brandea• VI'itness
Name:
Address

PROFESSIONAL.

Nama: Jim Brander
Title: Director
1 have the authority to bind Aye corporation
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This is Exhibit "P" referred to in the Affidavit of Greg MacLeod
sworn August .~.v..., 2012

Taking Affidavits (or as may be)
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This is Exhibit "Q"referred to in the Affidavit of Greg MacLeod
sworn August ..., 2012
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~cC~C~IEI~ ~ ~'~C~~IE~ JL~]L.~'~
Legal counsel based an solid principles.

June 2fi, 2012

F.L. ~edc~n~ Creek, Ltd.
43() Durham Rd. 8
Uxbridge, Ont~ric~
Canada LyPTRI

F.L. Sc~itana Creek, Lt{t.
cIo L.e~dcrs :Property Management
7798 Spring Valley Read
Uallas, Texas 75254

F.L. Sedona Creek. I~tc~.
l S Allstate Pkwy., Suite 6.00
Markham, Ontario
Canada L3R5B4

VIA. Regrster~d Marc
Return Receipt Requested

and VIA Regular Mail

Y'fA Registered Muzl
12eturn Rccc~ipt Re,~z~ested

and vIA Regular tLlail

VIA Registered Mail
Return Reeei t Rey~rested

and CIA ReguCar Moil

R~: ~'ramissory Note {°~ Note") dat~;ci August 1, 2010, in the c~ri~in~ll principal
sum ofFive Million and NoI l ~0 Canadian Dollars ($5,Ug0,U0t).t)0}, ~x~cuted
by F.L. Sedon~ Creek, I,td., a Texas lirniteci partnership (fh~ "~3arrower") and
payable to fhe order cif First Leas d~ Iwiort~age .Fund {°°.Under"); the Nate is
secured by certain real property (the "Property") known as being situated in
the City of Dallas. Dallas Count, Texas, as more particularly described un
Exhi~►it ``A'° to that certain r7eetl af'Trust ("l~e~d trf'l"rust"}dated. August 1,
201t~, executed ~y Borrower to John A. Wise, Trustee far the benefit of
lender and recc~rcled under Document Numt~er 201000 1 U3 ~3 of the Real
Property Records cif L~a~1as CaunTy, Texas (the N cite, Deed oi~ .I`rust, ~anc~ all
atherdocunlents collateral or ancillarytheretoand all amendments thereto are
coll.ectivelY he reterxe~ tc~ in this tett~r as tine "Loan Documents"}.

Gentlemen:

This firm. represents .first L,easic~e Mortgage Fund ("Lender"). This l~;tter is written for, and
can behalf ot; .Lender. For your :information, many of fhe capitalized words and terrris used below are
defined i~a the reference caption above.

Please be advised that a default has occurred in the payment of the :Note. Payments of
ac:eruec~ interest in the amaunt t~f $27,5~0.0(~ were due nn November 29, 2{)1. l:, December 29, 20l 1,.

January 29, :~~12, February 25~, 2t~12; March 2~, 20X2, Apri129, 20.12, and Ivey 29, 2012 fc~r a total

amount past due cif$1 ~2,St)Q.00 (the "Past Due Amount"}. Your failure to pay the Past Due Arnaunt

2fiU l Netwnrk Alvd. • Sixife It)2 • Prisc+~. ~T'exHS 7.51)34 • '1'e1: {2l4) 47?-2 i~tt •Fax: t2 N 4) 472-"l i SU • w~vw.scheefandstune.cor~
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in acccirdance with the terms of the Nate constitutes a default under the terms of the Loan
Dacurnents entitling Lender tn, among other things, accelerate the maturity of the Note.
Acccrdangly, I,e~icier has elceted tc~ exercise its ~ght t~ accelerate the maturity of the Note.
Therefore, the entire outstanding principal balance of the Nate, together with all accrued but unpaid.
interest thereon and any fees or casts incurred by Lender (.the "Amount Due") is now fully due and.
payable. Demand is hereby mace for the imnnediate paynn~nt of the Amount Dui,

Lender has fiirther elected. to exercise the rights and remedies available to it for the
enforcement anal co:lle~tic~n of the obligations evidenced by the :t:~~an Documents, including, but nit
liaa~ited to, sale Qf the E'roperty ~.t a public aucrion to the highest bidder far cash..[n the event the
Property is not sold at fc>reclo~ure for ~n amount sufficient to satisfy the entire unpaid principal
balar►ce o#the Note, together with. accrued anci unpaid. interest,. end such other expenses provided'for
by any o~'the Lean Documents, you. may lie liat~le fir the deficiency.

Please find enclosed a copy ~t the Notice oEFareclasure Sale {the "Notice") which shall be
postwd in connection vvi.tl~ the public sale o~ tl~e Prt~~~rty. Suc}~ public sale, as authorized by the
Deed of Trust, shall take place on Tuesday, August 7, 2p12, between the hours of 10:00A.M. and
1:0()P.M. at the place as more particularly described in the Notice, with the Property being sold td
the highest bidder for cash.

Nothing contained in this letter nor any prior act ofLender shall he construed to amend car
waive any of l.,ender's rights or remedies under the Lean Dr~cuments, or to constitute a waiver of any
event of default which may exist r~ncler the Lr~an Documents. Acceptance by ]ender of partial
payments shall not be construed as an ac~~ptance in satisfaction of the defaults. Lender
expressly reserves all rights and remedies availai~le to it under applicable law and under the Loan
Dc~cumcnts.

YOLI ARE HEREBY ADVISED THAT THIS MATTER HAS BEEN PLACED IN
THE HANDS OF THIS FIRM FO.R COLLECTION AND THAT ANY INFORMATION
OBTAII~TED IN CONNECTION 'T'N.EREWITH SHALL BE USED FC1R THAT PCTRPOSE.
THIS FIRM REPRESENTS FIRST LEASIDE Mt)RTGAGE FUND AND THIS LETTER IS
WRITTEN ON ITS BEHALF.

~incexely,

SC.HEEF 8c STONE, L.L.P.

By
. John Scheef TII
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NOTICE OF FORE~~OSURE SAILE

Notice is hereby given of a public non-judicial foreclosure sale.

Prc~~erty To Be Sold. Thy property tc~ be sold is described as follows:

All property areal, personal. or otherwise) described in the :Deed of Trust,
including, but nat limited to, the peal property situated in tl~e City of
Ilallas, Dallas Coua~ty, ̀Texas, as more particularly described om Exhibit
"A>' attached hereto aid made a park thereof, ta~et~~er with the rights,
appurtenances and improvements theieta and certain ot~.er persnrYai property
as x~~ore particularly described in the Deed of Txust referenced. herein {the
`<Prop~rty„}

2. Date Time and Place of Sale Tlie sale is scl~edulec~ to be held at the following date,
time, and place,:

.Date: Tuesday, ~►u~ust 7, 2012

Tune: The sale shall begin no earlier than 10:130 ~.M. or no later than three hours thereafter.
The sale shall be completed by no later than 1.00 P.I4i.

Place: The area outside on the north side of the George hllen Courts Building facing
Commerce Street below the overhang. The George Allen Courts Building is
Iocated at 6U0 Commerce Street, Dallas, Texas 75202.

Tl~e trustee appointed by beneficiary to ec~nduct the sale has been. authorized by the
beneficiary to postpone, withdraw, car reschedule tl~.e sale fir another dayifdii•ected by beneficiary.
In that case, the trustee or substitute trustee under the Deed of Trust need not appear at tlYe date, tune,
and place of a scheduled sale to announce the pcast~onem~nt, withdrawal, oz• r~.scl~~duling. Notice
cif the date of any rescheduled foreclosure sale will lie riposted and refiled in accordance with the
~~stin~ anc~ filing requirements ofthe Texas 1'roperiy ~od~. Such reposting or refiling may be after
the date originally scheduled for this sale.

3. T~:nns cif Sa,Ie. The sale will be conducted as a public auction t~ the Highest bidder
for cash, s~.ibj ect to the provisions of the Deed of Trust. The, ben~,ficiary thereunder intends to bid
at the sale and any suclx bid made an behalf of beneficiary shall be in the ftri-~xi of a credit owed
against the amau.nts secur~c~ by the Deed of Trust ak the time of'sale.

Those desiring to purchase the Properly wi11 need to demonstrate their ability to pay cash on
the day the T'roperty is sold.

The salt will be made expressly subject to any title rnatteis of reeo.rd or as set forth in tie
Deed of Trust, but prospective bidders are reminded that by law the sale will necessarily be made
subject to all p~•:ior matters of record affecting the Property, if any, to the extent that they remain in
ft~rce and e~£ect and have not bee~i subordinated to the Deed of Trust. Prospective bidders are

strongly urged to examine the applicable property reGOrds to determine the nature and extent of such

u7atters, if any.

Notice of Foreciosnre Sale -Page 1



4: Type of Sale. Tlie sale is a nanjud c al deed of trust lien anc~ security interest
fareelosure sale being conducted. pursuaait to tl~e ~owez ofsale granted by the Deed of Trust executed
by P.L. Sed~x~a Creek, Ltcl., a Texas limited partnership {the "Borrower"}, to John A. Wise, Tntstee
fir tie laeneft of First .I.easicie Mortgage .Fund (the "Lender") cia~ed Au~st 1, 2Q10 and recartled
undex Document I`lurnber 201000210383 of the-Real Property Recoxds Uf.Dallas County, Texas {the
"Deed of Trust"}.

5. Obligations Secured. Tla.e Deed of Trust provir~es that it secures the payment of the
indebtedness and obligations therein described (collectively .the "Obli~ation~s") including but not

limited to tl~e Prc~n~issary Note {the "Note") in fhe original principal amount of Five Million and

No/10(} Canadian Dollars (~5,(}00,~(70.00) executed byBorrnwer, and payable to the order ~t Fender,.

aid all renewals, modifications and extensions of the Nate. First I.easid~ NYortgage Fund i5 the
eurr~nt owner and Balder c~~ the Natie and tie Obligations end is the ~bene~"ic ary under the Deed of

Trusf.

+~uestians concerning tk~e sale may be directed to the undersigned or to the beneficiary:

first Leaside Martg~:ge Fund
Attu: David Ph hips
X30 Durham ~2d. 8
Uxbridge, Ontario
Canada L9P' 1 R 1

6. Default. and Request To Act. Default has occurred under the T3eec~ of Trust, ~nnd tlge
bene#iciary liar requeste~3. me, as Substitute'I'rustee,.ta canducf this-sale. Nonce is given that before
the sale the bene~ciazy may appoint ar~ather person. as substitufie tntstee to conduct fhe sale:

DATED June 26, 20I2.

I

Heather Legato-Kay ubstitute
2601 Network Eilvd. S zte 102
Frisco, Texas ?5034
Telephone: (21.4) 472-2.100

S'T'ATE O~ TEXAS §

Ct~IT~T'Y OF C;{3LLIN §

The foregoing instrument was acknowledged t~efbre me by Heather Legato-.Kay, Substitute

Trustee, on the ~6`" day of June,, 2012.

Notice of ~+areclosure dale

1 1 l

Notary Pu~li~, State a~ Te as
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Ffhibir.

a~;~.~aG a l:ract. t.~L land r>ut af' the ,7.~, J'~ck~on uz~vey, T~stracr. Nc. !707 an.c~
!~e~inc~ aY1 ~L CiCy of C)aleis k~lock ('/810U n~' 7iighlan3 ~ak~ Ac3ciiti~ri ~s recorcied
in Va].ume 78168, Page v~a51 of. Elie F~.lat I?ecnx.<is cif. babas Cr;unty, Te as saki
tx:-act l:~eir~q Wrote ~~axt,z..ci.laz~.ly ~escr.ihed a3 fol].Uws:

BEGSNNlt~TG at: a 5i8" .iroi~i r~ci fota.7d Eor a Coyne= i~~ tt~e nnrtt5 ric~t-il•:-~f-way lire
of LL'i'ziCehiarSC Urwve (E4 *eet. wide) said poi;nC '.~eirig westes-ly 1048.2 feet,
a.lany r.he ,a~.ci n.ox.the.t•I~r line cf 'rahiCehurst Uxive., .~rr~rc~ the w~:sCerl~
rigYzt -nt ••way lane of 5ki? lm<zn SC.~.:r~et. (a v~z:.izble width} , ;,yid ixoxi dad being in
z cixculaz curve to the I.~f t having a ra~iu~ cif 55~ . So' £•eeY.;

:tt~3~rt~I3 WesL-er1.y, with aJao~.~e s~i:3 c:: a.rculas• ~~_x-ve l-,~~ t;.he }..ef C arsci a].c#~c~ tie rxbov~
s~ict next}a .line of. W}~_it:e~r~1x~:~r. Drive, thr.0 a ceni.Y.-a ~:r:yle cif 7 degz~es ?.~;
minutes S2 seconds., an arc: distance of 71.67 feet ;a.i.r.h a r_.hoxd k~eai'ng o~ N 65
deyreas SS nriz~ut.es 34 seconds W, to :~.i 5~8" ixon rod sel. Ear the ~oi~t. ox
Can~enry;

TEiENC:~' N 89 degrees 3D ~rii.nuCes 30 seconds W, cccitiriuirig along the a ove said
north line of Whi.~ehursr. :hive, 4b7.F3I feet C.o 5/8" i.x•an zrnd found or laze
bpi nra.i.ng of a circi.7].ar aurv~ to Ckae rzra~it hava.zxg a radius of 9~i5,5 feaC;

T}IENC~ IJoxthwesteriy, wiCh above: said. cia•cular curve Fo the ~ignt a d a'lcang khe
above ~aic~ norCkt lYne ref E+]hit~hursr_ Thrive, thYU a central. an~+le of ~A degs-ees
7.0 rninut~s .X4 ~eeonds an ar.c di~tanC~ of 427..20 feet to a S/8~~ iran~rod found
L•oz~ thn print of tangency;

'I'HEh'CE T1 35 dYgrees ~8 mi:~~~tes 15 secon~3s w, cor.!-.intii.nc7 ~l~ng t:~e n~rL-h line ~f
Whitehux•st Jr~.ve HH . t76 feet; eo a paint t~z.. a c~:~ner i.n AudF].ia Bran h;

TliE.rtCL the following COUT'S~5 and disc:ances along: Aucirlia Branch:

N 74 ueg2:e;es 2U minuCes 3D secor~cis E, 55.99 teet;

N 32 degrees 13 rrinut~~z 7.6 secor~c~s E, 9.00 feet;

5 '77 d~gr~e3 83 min~ires 25 ~ecoxzd~ F.., '1.U.'~..OU feet;

~7 93 cieyrees 06 mirute:t L"z` se~unf]s Is, 118.U~ feet;

S Lib degrees ?..1 [I11IIUt~fi C9 seuarl~s li, 158.5 feet;

N 64 degreee 14 minutes 37 seconds E, 41,Sp Peet;

N 4G degrees 53 rninut~s 39 seconds k,, 44.00 fe4t;

N ,19 degxee~ ~'7 minu.Ces :3 seconds E, 36.50 £eet:;

N 1 deg.r~es eo mintare~ 3G seconds E, 94.U0 feet;

t7 47 degrees 04 minutes 51 secor~cis E, 39.OU feet;

N 0 degrees 00 ;i~znutes 1c~ ~,ec:orids E', 70.00 feet to a ~di.nt for ~ co~-raz;
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Exhi.bir. ~i (Cc~nt;zue~)

THF;rt~~: 5 53 c3~r~rees 7.0 minxat'e~ 39 sec~rid~ ~, 33E3.99 fE~~G to a 5/8 :i~otz rod
Pcu:Gd for a r.°c~.r.r~es-;

°I'fiENCE S 2 dec~re~s 19 rsi:i.rxu~~,s OQ >~c~rric5. F7, ~7::a .'ZG .fer-;C Go r_h,~ Zip ' GT"
E~~CTNN~NG az~d G~~7~';'lIt7I,VC~ 37t?,'737 sc~ua: ~ [eel- or C+.~i1~9 zcxe;; of 1an~3.
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August 3, 2012

Via fax, email, a~z~l U.S. Mail:

C. John Scheef III
Scheef and Stone, LLP
2601 Network Boulevard, Suite 102
Frisco, Texas 75034
j ohn. scheef@solidcounsel.com
Fax: 214-472-2150

Re: First Leaside Mortgage Fund / F.L. Sedona Creek, Ltd.

Dear John,

Direct Phone Number: 214-6S1-SOS3
Direct Fax Number: 214-200-0612

Scott. everett@haynesboone. com

My firm represents the direct and indirect owners of the limited partnership interests in F.L. Sedona
Creek, Ltd. I have received a copy of your June 26, 2012 default letter and notice regarding a scheduled
foreclosure on August 7, 2012. For convenience, this letter uses the same defined terms in yours.

We are investigating the facts and circumstances surrounding the transaction contemplated by the Deed of
Trust and Note. Based on our investigation so far, it appears that Borrower did not receive (directly or
indirectly) any of the loan proceeds that are the subject of the Deed of Trust and Note and did not receive
any other benefits in exchange for the $5 million encumbrance placed on Borrower's property. It also
appears that David Phillips actively participated in the transaction on all sides, including the side of
Borrower and Lender.

We request that Lender provide to us, no later than noon Central time on Monday, August 6, 2012 (the
day before the scheduled foreclosure), any written documents or other evidence that show the benefits
that Borrower may have received in connection with the August 2010 transaction.

I also wanted to let you know that in light of the information that our client has obtained so far, it is
reserving all of rights to seek whatever recourse it deems advisable in the circumstances.

If you have any questions about this inquiry, please do not hesitate to contact me.

Sincerely,

~~

Scott Everett

262

Haynes and Boone, LLP
Attorneys and Counselors
2323 Victory Avenue, Suite 700

Dallas, Texas 75219-7672
Phone: 214.651.5000

Fax: 214.651.5940
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This is Exhibit "S" referred to in the Affidavit of Greg MacLeod
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~~CIH(JE]EJF tai ~'~C~O~~ lE~ lLA]L~]P'~
Leg~rt cotu~te! hosed on softd prfriciples.

August 6, 2012
Direct Dial: (2l4} 472-21(4

Mr. Scott Everett
Haynes and Boone, ~.LP
2323 Victory Avenue, Suite 700
Dallas, Texas 75219-7672

Re: First Leaside Mortgage Fund/F. L. Sedona Creek, Ltd.
Our File No. 6179.101

Dear Scott:

1Vritcr's E-Mail Address
iohu.scheef(n,solidcou n sel.com

t~lA FACSIMILE &EMAIL

I am in receipt of yauc• lette~~ dated August 3, 2012. Before I communicate with you, I need
to know specifically who you represent. It is my understanding that the "direct and indirect owners
of limited partnership interests in F.L. Sedona Creek, Ltd." da not have authority to act on behalf of
F.L. Sedona Creek, Ltd. As sucl~, until such time as you are able to establish that you have authority
to speak on behalf of that entity, the request set forth in your August 3, 2012 letter will not be
addressed.

me.
If you have any questions or have any additiona(at~fortnation, please do not hesitate to contact

Sincerely,

SCH~~F &STONES L.L.P.

By:
C. oho Scheef III

CJS/jh

2601 Aielwork Blvd., Suite 102 ~ Frisco, "E'exas 75034 • Tet: (214) 472-2100 •Tao: (214)X172-2150 • www.solidcounsal.com
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August 10, 2012

Via fax, email, a►rd U.S. Mail:

C. John Scheef III
Scheef and Stone, LLP
2601 Network Boulevard; Suite 102
Frisco, Texas 75034
j ohn.scheef@solidcounsel.com
Fax: 214-472-2150

Re: First Leaside Mortgage Fund / F.L. Sedona Creek, Ltd.

Dear John,

Direct Phone Number: 214-651-5053
Direct Fca Number: 214-200-0612

Scott. everett@haynesboone. com

You asked in your August 6letter specifically who I represent. As you may know, Wimberly Apartments
Limited Partnership ("WALP") and various entities in the First Leaside group of companies are the
subject of a CCAA (Companies' Creditors Arrangement Act) proceeding pending in the Ontario Superior
Court of Justice (Commercial List). I understand that Mortgage Fund is familiar with the proceeding
based in part on its appearance in the case. My information request to you and Mortgage Fund is made on
behalf of WALP and the other direct and indirect owners of the limited- partnership interests in Sedona,
F.L. US Holdings, Ltd. and First Leaside Partners LP. Contrary to the suggestion in your letter, my
clients do not need to control Sedona (or its and your. agent, David Phillips) to make the request.

Please let me know if you need additional information before responding substantively to my August 3
letter. I reiterate that in light of the information that our client has obtained so far, it is reserving all of
rights to seek whatever recourse it deems advisable in the circumstances.

If you have any questions about this inquiry, please do not hesitate to contact me.

Sincerely,

~J

Scott Everett
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Haynes and Boone, LLP
Attorneys and Counselors
2323 Victory Avenue, Suite 700

Dallas, Texas 75219-7672
Phone: 214.651.5000

Fax: 214.651.5940



267

This is Exhibit "U"referred to in the Affidavit of Greg MacLeod
sworn August .~..., 2012

UV C~~~
r for Taking Affidavits (or as maybe)



FIRST LEASIDE MORTGAGE FUND

DECLARATION OF TRUST

Dated as of June 18, 2010

Legal'3470675.7

•

• 

•



269

ARTICLE5 DISTRIBIJTTONS .............................................................................................................................. 12

5.1 Computation of Distributable Cash Flow ..................................................:............................................ 12

5.2 Computation of Income and Net Realized Capital Gains ....................................................................... 13

5.3 Distribution of Distributable Cash Flow .................................................................................................. 13

5.4 Otlier Distributions ................................................................................................................................. 13

5.5 Character of T)istributions and Designations ..............................................................•••.............._.......... 14

5.6 Enforceability of Right to Receive Distributions .................................................................................... 15

5.7 Method of Payment of Distributions ....................................................................................................... 15

5.8 Witl~liolding Taxes .................................................................................................................................. IS

5.9 Tax Act Definitions ................................................................................................................................ 15

5.10 Special Distribution Provisiot~s ............................................................................................................... 16

5.11 Payments of Cash ................................................................................................................................... 16

5.12 Unclaimed Distributions ......................................................................................................................... 16

ARTICLE6 REDEMPTION OT TRTJST UNITS ................................................................................................. 16

6.1 Right of Redemption by Trust Unitholders ............................................................................................. 16

6.2 Exercise of Redemption Right ................................................................................................................ 17

6.3 Cash Redemption .................................................................................................................................... ]7

(.4 Monthly Limit on Redemptions .............................................................................................................. 17

6.5 Suspension of Redemptions .................................................................................................................... 18

ARTICLE7 TRUSTEES ......................................................................................................................................... 18

7.1 Number of Tiustees ................................................................................................................................ 18

7.2 Calling and Notice of Meetings .............................................................................................................. 18

7.3 Place of Meetings ................................................................................................................................... 19

7.4 Meetings by Telephone ........................................................................................................................... 19

7.5 ..................................................Quorum ................................................................................. ................19

7.6 Chairn~an ......................................................................................... ..............................._............ 19

7.7 .......................Action by the Trustees ................................................................................. .................... 19

7.8 Adjourned Meeting ................................................................................................................................. 19

79 Remuneration and Expenses ................................................................................................................... 19

7.10 Officers ................................................................................................................................................... 20

ARTICLE8 APPOIN"fM~N"I', RESIGNA"T10N AND REMOVAL OF THE TRUSTEES ............................. 2U

8. ] Qualification of Trustees ........................................................................................................................ 20

8.2 Appointment of 1~rustees ........................................................................................................................ 20

8.3 Consent to Act ........................................................................................................................................ 20

8.4 Failure to Appoint Minimum Number of Trustees ................................................................................. 21

8.5 Ceasing to Hold Office ........................................................................................................................... 21



27Q

8.6 Removal of Trustees ............................................................................................................................... ??

8.7 Filling Vacancies .................................................................................................................................... 22

8.8 Validity of Acts ...................................................................................................................................... 23

ARTICLE 9 CONCEI2IVING THE 1'RUSTEES ................................................................................................... 23

9.1 Powers of the Trustees ............................................................................................................................ 23

9.2 Specific Powers and Authorities ............................................................................................................. 23

9.3 13 a i il<i f ~g ................................................................................................................................................... 2 7

9.4 Standard of Care and Duties ................................................................................................................... 27

9.5 Fees and Expenses .................................................................................................................................. 27

9.6 Limitations on Liability of Trustees ....................................................................................................... 27

9.7 Indemnification of Trustees .........................:.......................................................................................... 28

9.8 Contractual Obligations of the Trust ....................................................................................................... 28

9.9 Conflicts of Interest ................................................................................................................................ 29

9.10 Conditions Precedent .............................................................................................................................. 30

9.1 l Reliance Upon Trustees and Ofticers ..................................................................................................... 31

9.12 Execution of Instniments and Apparent Authority ................................................................................. 31

ARTICLE 10 COMMITTEES OF TRUSTEES .................................................................................................... 31

10.1 Delegation ...............................................................................................................................................31

10.2 Procedure ................................................................................................................................................32

AR'1'ICI.E 11 AMENDMENT .................................................................................................................................32

1 I.1 Amendmeiit ............................................................................................................................................ 32

1 1.2 No Termination ....................................................................................................................................... 33

1 ] .3 Notification of Amendment .................................................................................................................... 33

ARTICLE 12 MEETINGS Or TRUST UNITHOLDERS .................................................................................... 33

12.1 Meetings of Trust Unitholders ................................................................................................................ 33

12.2 Notice of Meetings ................................................................................................................................. 34

12.3 Quorum ...................................................................................................................................................34

12.4 Votin~ Riehts .......................................................................................................................................... 35

12.5 E'roxies ...........................................................................................................................:........................35

12.6 Personal Representatives ........................................................................................................................ 36

12.7 Resolutions Binding the Trustees ........................................................................................................... 36

1?.4 Meanitigof"SpecialResolution" ...........................................................................................................37

12.9 Meaning of "Outstanding" ...................................................................................................................... 37

] 2.10 Record Date for Voting .......................................................................................................................... 37

12.1 1 Appointment of Inspector ....................................................................................................................... 38

12.12 Resolutions in Writing ............................................................................................................................ 38



271;

12.13 Binding Effect of Resolutions ................................................................................................................. 38

12.14 No Breach ........................................................................ ....................................................................... 38

12.15 Vote by Class .......................................................................................................................................... 39

ARTICLE 13 CF,RTIFICAT'~S, REGISTRATION AND TRANSFER OF TRUST UNITS ............................ 39

13.1 Nature of Trust Units .............................................................................................................................. 39

13.2 Foizn of Trust Unit Certificates .............................................................................................................. 39

13.3 Contents of Trust Unit Certificates ......................................................................................................... 39

13.4 Register of Trust Unitholders ................................................................................................................. 40

13.5 Limitation ofNon-Resident Ownership ................ .................................................................................. 41

13.6 Transfer of Trust Units ........................................................................................................................... 42

13.7 Trust Units Held Jointly or in a Fiduciary Capacity ............................................................................... 43

13.8 Performance of Trust .............................................................................................................................. 43

13.9 Lost Certificates ...................................................................................................................................... 43

13.10 Death of a Trust Unitl~older .................................................................................................................... 43

13.11 Offer for Trust Units ............................................................................................................................... 43

13. l 2 Repurchase of Trust Units ...................................................................................................................... 45

AR1'1CLL 14 TEI2MINATION ............................................................................................................................... 46

14.1 Term of Trust .......................................................................................................................................... 46

14.2 Terniination with the Approval of "i-rust Unitholders ............................................................................. 46

14.3 Procedure Upon Terniinatioxi .................................................................................................................. 46

14.4 Powers of the Trustees Upon Termination ............................................................................................. 46

14.5 Sale of Investments ................................................................................................................................. 46

14.6 Distribution of Proceeds or Assets .......................................................................................................... 46

I4.7 Further Notice to 'Trust Unitholders ........................................................................................................ 47

14.8 Kesponsibility of the ~I'nistees after Sale and Conversion ...................................................................... 47

...............................................................ARTICLE 15 SUPPLEMENTAL INDENTURES ....................... .......... Q7

15.1 Provision for Supplemezital Indentures for Certain Purposes ................................................................. 47

AR'T'ICLE 16 C:ENEI2AL ........................................................................................................................................ 48

Ih. t Notices .................................................................................................................................................... 48

] 6.2 Failure to Give Notice ............................................................................................................................ 48

1C3Joi~it Holders ........................................................................................................................................... 4R

16.4 Service of Notice .................................................................................................................................... 48

16.5 Agent For Service ................................................................................................................................... 48

16.6 Inforiiaatio~i Available to Trust Unitholders ............................................................................................ 49

16.7 Fiscal Year and Taxation Year ............................................................................................................... 49

16.8 Financial Disc(osure ............................................................................................................................... 49

-tv-



272.

16.9 "I rust Unitholder Meeting Information ................................................................................................... 49

16.10 Taxation Information .............................................................................................................................. 50

16.11 Income Tax Matters ................................................................................................................................ 50

16.12 Protective Classification Election ........................................................................................................... 50

16.13 Trust Records .......................................................................................................................................... 50

16.14 Consolidations ...............................:........................................................................................................ 50

`~,~'.~Ir.D.~ 17 1"IJBLI~ ACC~JNTr1PV~'S ............................................................................................................. 50

17.1 Qualification of Public Accountants ............................................:.......................................................... 50

17.2 Appointment of Public Accountants ....................................................................................................... 51

3.13 Change of Public Accountants ................................................................................................................. 51

17.4 Review of Public Accountants ................................................................................................................ 51

ARTICLC 18 MISCELLANEOUS ......................................................................................................................... 51

18.1 Counterparts ............................................................................................................................................51

18.2 Severability .............................................................................................................................................51

18.3 Accounting Principles ............................................................................................................................. 51

18.4 Language ................................................................................................................................................ 52

-v-



273,

BY:

FIRST LEASIDE MORTGAGE FUND

THIS DECLARATION OF TRUST is made as of the 18'x' day of June, 2010.

DAVID C. PHILLIPS, being the trustee of the trust constituted by this declaration o f
trust, and each person who after the date hereof becomes a trustee of the Trust as herein
provided (each person, while a trustee of the Trust as herein provided, hereinafter called a
"Trustee", and all such persons, hereinafter called "Trustees"),

-and-

DAVID C. PHILLIPS, in his capacity as initial unitholder of the Trust (the "Initial
Unitholder") and all persons who after the date hereof become holders of Trust Units are
herein provided (collectively at any time, the "Trust Unitholders"),

WHEREAS the Initial Trust Unithalder wishes to create a trust for the sole purpose of
investing its funds in investments permitted by the ternis hereof;

AND WHEREAS for the purpose of settling the Trust created hereunder, the Initial
Unitholder paid ~n amount of $10.00 in lawful money of the Canada (the "Initial Contribution") and
received in exchange therefor ten units of the Trust (the "initial Trust Units");

AND WHEREAS the "Trustee has agreed to hold the Initial Contribution and all amounts
and assets subsequently received under this Declaration of Trust or in respect of the investment of these
assets in accordance with the provisions Hereinafter set forth;

AND WHEREAS the Initial Unitholder and the Trustee desire that the beneficiaries of
the Trust, including the Initial Unitl~older, shall be the holders of the Trust Units;

AND WHEREAS it is intended that the Trust Units (as hereinafter defined) be offered
for sale to members of the public in each of t11e provinces and territories of Canada pursuant to the
Offering Memorandum (as hereinafter defined);

ANll WHEREAS the Initial Unitholder and the Trustee desire t11at the Trust shall
qualify as a "mutual fund trust" pursuant ro subsection 132(b) of the Income Tax Act (Canada);

NOW THEREFORE, the undersigned, being the sole Trustee, hereby confirms and
declares that he agrees with the Initial Unitholder to hold in trust, as Trustee, the Initial Contribution and
any and all other property, real, personal or otherwise, tangible or intangible, which has been at the date
hereof or is hereafter transfen-ed, conveyed or paid to or otherwise received by him as Trustee or to which
the Trust is otherwise entitled and all rents, income, profits and gains therefrom for the benefit of the
Trust Unitholders hereunder in accordance with and subject to the expressed provisions of this
Declaration of Trust, as follows:
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ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Declaration of Trust including the recitals hereto, unless the context otherwise
requires, the following terms shall have the following meanings:

"Affiliate" of a person means any person that would be deemed to be an affiliated entity of such
person under the Securities Act (Ontario) as it exists on the date hereof (applied, with the
necessary changes being made, in respect of persons that are not companies);

"Annuitant" means the annuitant or beneficiary of a Plan or any other plan of which a Trust
Unitholder acts as trustee or carrier;

"Associate" when used to indicate a relationship with a person or company, has the same
meaning as in the Securities Act (Ontario);

"Business Day" means any day except Saturday, Sunday and any statutory holiday in Toronto,
Ontario, Canada;

"Cash Flow of a Class" has the meaning ascribed thereto in Section 5.1(a);

"Class Expenses" means all fees, if any, payable in respect of a Class of Units and all other costs,
expenses and other amounts attributable to a particular Class of Units, all as determined by the
Trustees;

"Class Net Asset Value" means the net asset value of a given Class of Units of the Trust
determined in accordance with Article 3;

"Class Unit Value" means the net asset value per Unit of a given Class of Units of the Trust
determined in accordance with Article 3;

"Class A Units" means the Class of Units designated by the Trustees as Class A Units as
provided in Section 3.2;

"Class of Units" or "Class" means all Units of the Trust designated by the Trustees as a separate
Class of Units, after receipt of all necessary approvals, and prior to the designation of any other
Classes shall mean Class A Units;

"Closing" means a closing of the issue of Tiust Units to investors, whether pursuant to a public
offering or a private placement;

"Common Expenses" means the costs and expenses attributable to all unitholders of the Trust as
determined by the Trustees;

"CounseP' means a barrister or solicitor or firm of barristers and solicitors or other lawyers in an
appropriate jurisdiction retained by the Trust;

"Date of Closing'" means the date on which a Closing occurs;

"Distributable Cash Flow of a Class" has the meaning ascribed thereto in Section 5.1(b);

'`Distribution Payment Date" in respect of a Distribution Period means a date no later than 15

days following the end of the Distribution Period or, if such day is not a Business Day, the next

following Business Day or such other date deterniined from time to time by the Trustees;

"Distribution Period" means initially the period from and including the initial Date of Closing to
and including the last day of the calendar month in whiel~ the initial Closing occurs and thereafter
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means each month in each calendar year fi-ozn and including the first day thereof up to and
including the last day thereof;

"Distribution Record Date" means the last Business Day of each Distribution Period;

"F.L. Group" means, at any time, collectively, the Members, Subsidiaries and Affiliates of the
First Leaside Group of Companies, and "F.L. Group Member" means any one of them;

"Fully Diluted Basis" means, with respect to the number of outstanding Trust Units, at any time,
the number of Trust Units that are outstanding at that tine and would be outstanding if all
outstanding options, rights attached to securities convertible into or exchangeable for Trust Units
and other rights to acquire Trust Units were exercised at that time;

"generally accepted accounting principles" or "GAAP" means Canadian generally accepted
accounting principles determined with reference to the Handbook of the Canadian Institute of
Chartered Accountants, as amended from time to time;

"Income of the Trust" has the meaning ascribed thereto in Section 5.2(a);

"Initial Contribution" means the amount of $10 paid by the Initial Unitholder to the Initial
Trustee for the purpose of settling the Trust;

"Initial 'Trustee" means David C. Phillips, in his capacity as the first Trustee of the Trust;

"Monthly Limit' has the meaning given to that terns in Section 6.5;

"Mortgage" or "Mortgages" means a mortgage, a mortgage of a mortgage or a mortgage
of a leasehold interest (or other like instrument, including an assignment of or an
acknowledgement of an interest in a mortgage), hypothecation, deed of trust, charge or other
security interest of or in real property used to secure obligations to repay money by a charge upon
the underlying Real Property;

"Net Realized Capital Gains" has the meaning ascribed thereto in Section 5.2(b};

"Non-Resident" means a person who is a "non-resident" of Canada within the meaning of the
Tax Act and for the purpose of Section 13.5 and for any other provision dealing with the
ownership of Units shall include a partnership which is not a "Canadian partnership" within the
meaning of the Tax Act;

"Ordinary Resolution" means, subject to sections 12.12 and 12.15, a resolution proposed to be
passed as an ordinary resolution at a meeting of Trust Unitholders (including an adjourned

rneeting) duly convened for that purpose and held in accordance with the provisions hereof at

which a quorum is presenl, which resolution is passed by the affirmative votes of a majority of

the votes cast by the Trust Unitholders at such meeting;

"Person" means and includes individuals, corporations, limited partnerships, general

partnerships, joint stock companies, limited liabi]iEy companies, joint ventures, associations,

compa~~ies, trusts, banks, trust companies, pension funds, business trusts or other organizations,

whether or not legal entities, and govei7lments, governmental agencies and political subdivisions

thereof;

"Plan" means a gust governed by a registered retirement savings plan, registered retirement

income fund, registered education savings plan, deferred profit sharing plan or registered

disability savings plan and, commencing in 2009, atax-free savings account, each as described in

the Tax Act;

"real property" means property which in law is real property and includes, whether or not the

same would in law be real property, leaseholds, mortgages, undivided joint interests in real

property (whether by way of tenancy-in-common, joint tenancy, co-ownership, joint venture or
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othea-wise), any interests in any of the foregoing and securities of persons the sole or pri~~cipal

purpose and activity of which is to invest in, hold and deal in real property;

"Redemption Date" has the meaning given to that term in Section 6.3;

"Redemption Price" has the meaning ascribed thereto in Section 6.2(c);

"Registers" has the meaning ascribed thereto in Section 13.4;

"Residents" means persons who are resident in Canada for the purpose of the Tax Act;

"Special Resolution" has, subject to Sections 12.12 and 12.15, the meaning ascribed thereto in
Section 12.8;

"Subsidiary" of a person means any person that would be deemed to be a subsidiary entity of
such person under the Securities Act (Ontario) as it exists on the date hereof (applied, with the
necessary changes being made, in respect of persons that are not companies);

``Tax Act" means the Income Tax Act, R.S.C. 1985 (5th Supp.) c. 1 and the regulations
thereunder;

"this Declaration of Trust", "this Declaration", "hereto", "herein", "hereof' "hereby",
"hereunder" and Simi}ar expressions refer to this instrument, ~s hereby amended and restated,
and not to any particular Article, section or portion hereof, and include any and every instrument
supplemental or ancillary hereto;

``Time of Closing" means the time on a Date of Closing at which a Closing occurs;

"Trust' means the First Leaside Mortgage Fund, an open-ended, limited purpose trust constituted
by this Declaration of Trust;

"Trust Assets", at any time, means such of the following monies, properties and other assets as
axe at such time held by the Trust or by the Trustees on behalf of the Trust, including:

(i) the Initial Contribution;

(ii) all funds or property derived from the issua~ICe or sale of Trust Units or other
cash or property received by the Trust;

(iii) any mortgages or similar debt securities of any F.L Group Member or other
securities or investments otherwise perniitted by the terms of this Declaration of
Trust to be held from time to time by or on behalf of the Trust; and

(iv} all proceeds, income, dividends, interest, profit, return of capital, gains and

accretions and all substituted assets, rights and benefits of any kind or nature

whatsoever arising directly or indirectly from or in connection with or accruing

to such foregoing property or such proceeds of disposition,

which may be held in separate pools designated by Class;

"T'rust Liabilities" has the meaning ascribed thereto in Section 2.7(a);

"Trust Unit Certificate" means a certificate in the form approved by the Trustees evidencing

one or more Trust Units designated by Class, issued and certified in accordance with the

provisions hereof;

"Trust Unitholders" means at any time the holders at that time of one or more Trust Units, as

shown on the Registers;

"Trust Units" or "Units" means all of the trust units of the Trust authorized and issued hereunder

as such and for the time being outstanding and entitled to the benefits hereof;
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"Trustee", at any time, means an individual who is, in accordance with the provisions hereof, a

trustee of the Trust at the time including, without lianitation so long as he remains a trustee, the

Initial Trustee and "Trustees" means, at any time, all of the individuals, each of whom is at that

time a trustee;

"Unitholder's Declaration" means a declaration regarding the residency of a Trust Unitholder or

other beneficial owners) or any other person in the form determined by the Trustees in
accordance with Section 13.5;

"Valuation llate" means the last day of each calendar month or such other date or dates as the

Trustees shall from time to time determine;

"Valuation Time" means 4:00 p.m. on each Valuation Date or such other time as the Trustees

shall from time to time determine.

1.2 References to Acts Performed by the Trust

For greater certainty, where any reference is made in this Declaration of Tiust to an act to
be or not to be performed by the Trust, such reference shall be construed and applied for all purposes as if
it refen-ed to an act to be or not to be performed by the Trustees on behalf of the Trust or by some other
person duly authorized to do so by the Trustees or pursuant to the provisions hereof, and where any
reference is made in this Declaration of Trust to actions, rights or obligations of the Trustees, such
reference shall be construed and applied for all purposes to refer to actions, rights or obligations of the
Trustees in their capacity as Tn~stees of the Trust, and not in their other capacities, unless the context
otherwise requires.

1.3 References

Except as otherwise specifically provided herein, reference in this Declaration of Trust to
any contract, agreement or any other instrument will be deemed to include references to the same as
varied, amended, supplemented, restated or replaced from time to time. Except as otherwise specifically

provided herein, any reference in this Declaration of Trust to a statute or regulation, rule, policy or
instrument thereunder will be deemed to be a reference to such statute or regulation, rule, policy or

instrument as amended, re-enacted or replaced from tiine to tune, and reference to specific parts,

paragraphs or sections thereof will include all amendments, re-enactments or replacements. Where there
are proposals for amendments to the Tax Act which have not been enacted into taw or proclaimed into

force on or before the date on which such proposals are to become effective, the Trustees may take such

proposals into consideration and apply the provisioals thereof as if such proposals had been enacted into

law and proclaimed into force.

1.Q Number and Gender

In this Declaration of Trust, unless herein otherwise expressly provided or unless the

context otherwise requires, words importing the suigular number include the plural, and vice versa and

words importing a gender shall include the feminine, masculine and neuter genders.

1.5 Headings for Reference Only

The division of this Declaration of Trust into Articles and sections, the provision of a

Table of Contents and the insertion of headings are for conve~lience of reference only and shall slot affect

tl~e construction or interpretation of this Declaration of Trust.

1.6 Day Not a Business Day

In the event that az~y day on which any amount is to be determined or any action is

required to be taken hereunder is not a Business Day, then such amount shall be determined or such
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action shall be required to be taken at or before the requisite time on the next succeeding day that is a
Business Day.

1.7 Time of the Essence

Time shall be of the essence in this Declaration of Trust.

1.8 Governing Law

This Declaration of Trust and the Trust Unit Certificates shall be construed in accordance
with the laws of the Province of Ontario and the federal laws of Canada applicable therein and shall be
treated in all respects as Ontario contracts. The parties hereto hereby irrevocably submit and attorn to the
jurisdiction of the courts of the Province of Ontario.

1.9 Currency

Unless otherwise specified herein, all references to currency are to lawful money of
Canada.

1.10 Certain Phrases, etc.

In this Declaration of Trust, (i) the words '`including" and "includes" mean "including (or
includes) without limitation", and (ii) the phrase "the aggregate of, "the total of, ̀`the sum of, or a phrase
of similar meaning means "the aggregate (or total or sum), without duplication, of '.

ARTICLE 2
llECLARATION OF TRUST

2.1 Establishment of Trust

The Trustees hereby declare themselves and agree to act as trustees hereunder and agree
to hold the Trust Assets in trust for the use and benefit of the Trust Unitholders, their successors,
permitted assigns and personal representatives, on and subject to the terms and conditions hereinafter
declared and set forth, such trust to constitute the Trust hereunder.

2.2 Initial Contribution

The Trustees hereby acknowledge payment by the Initial Unitholder, concurrent with the
execution of the Original Declaration, of the Initial Contribution to the Trust for the purpose of settling
this Tnist in consideration for which the Initial Unitholder was issued 10 Class A Trust Units.

2.3 Name of Trust

(a) The Trust shall be known and designated as the "FIRST LEASIDE MORTGAGE
FUND" or the French language version thereof and, whenever practicable, lawful and
convenient, the property of the Trust shall be held and the affairs of the Trust shall be
conducted and transacted under that naive.

(b) If the Trustees determine that the use of such name is not practicable, legal or convenient,
the Trust may use such other designation or may adopt such other name as the "Trustees

deem appropriate, and the Trust may hold property and conduct and transact its affairs

under such other designation or name.

(c) The Tn.tstees may approve and use a version of any name or designation used by the

Trust in any foreign language.
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The head office of the Trust shall be located at 430 Regional Road #8, R.R. 1, Uxbridge,
Ontario, L9P 1R1, or such other place or places in Canada as the Trustees may from time to time
designate.

2.5 Nature of the Trust

The Trust is an unincorporated, open-ended limited purpose trust, established for the
purposes specified in Section 4.1. The Trust is not, and shall not be deemed to be and shall not be treated
as, a general partnership, limited partnership, syndicate, association, joint venture, company, corporation
ox joint stock cozx~pany nor shall the Trustees or any individual Trustee or the Trust Unitholders or any of
them or any person be, or be deemed to be, treated in any way whatsoever as liable or responsible
hereunder as partners or joint venturers. The Trustees are not and shall not be, or be deemed to be, agents
of the Trust Unitholders. The relationship of the Trust Unitholders to the Trustees shall be solely that of
beneficiaries of the Trust and their rights shall be limited to those expressly conferred upon them by this
Declaration of Trust.

2.6 Rights of Trust Unitholders

The rights of each Trust Unitholder (including the right, if any, to call for or receive a
distribution or division of assets, monies, funds, income, dividends and/or capital gains held, received or
realized by the Trustees) are limited to those contained herein and, except as provided herein, no Trust
Unitholder shall be entitled to call for any partition or division of the Trust Assets or for a distribution of
any particular asset forming part of the Trust Assets or of any particular monies or funds received by the
Trust or the Trustees. The legal ownership of the Trust Assets and the right to conduct the activities of the
Trust are vested exclusively in the Trustees, and no Trust Unitholder has or is deemed to have any right of
ownership in any of the Trust Assets, except as specifically provided herein. Except as specifically
provided herein, no Trust Unitholder or Trust Unitholders shall be entitled to interfere with or give any
direction to the Trustees with respect to the affairs of the Trust or in connection with the exercise of any
powers or authorities conferred upon the Trustees under this Declaration of Trust. The Trust Units shall
be personal property and shalt confer upon the holders thereof only the interest and rights specifically set
forth in this Declaration of Trust.

2.7 Liability of Trust Unitholders

(a) No Trust Unitholder or Armuitant, in its capacity as such, shall incur or be subject to any
liability, direct or indirect, absolute or contingent, in contract or in tort or of any other
kind to any person in connection with: (i) the Trust Assets or the ownership, use,
operation, acquisition or disposition thereof or exercise or enjoyment of the rights,
privileges, conditions or benefats attached thereto, associated therewith or derived
therefrom; (ii) the obligations or the activities or affairs of the Trust; (iii) any actual oz
alleged act or omission of the Trustees ox by any other person in respect of tl~e activities
or affairs of the Trust (whether or not authorized by or pursuant to this Declaration of
Trust); (iv) any act or omission of the Trustees or any other person in the performa~lce or
exercise, or purported or attempted performance or exercise, of any obligation, power,
discretion or authority conferred upon the Trustees or such other person in respect of the

activities or affairs of the Trust (whether ox not authorized by or pursuant to this
Declaration of Trust); (v) any transaction entered into by the Trustees or by any other

person in respect of the activities ox affairs of the Trust (whether or not authorized by or

pursuant to this Declaration of Trust); or (vi) except as provided in Section 5.8, any taxes,

levies, imposts or charges or fines, penalties or interest in respect thereof payable by the

Trust or by the Trustees or by any other person (except the Trust Unitholder to the extent
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required by applicable tax laws) on behalf of or in connection with the activities or affairs
of the Trust (collectively, '`Trust Liabilities").

(b) No Trust Unitholder or Annuitant, in its capacity as such, shall be liable to indemnify the
Trustees or any other person with respect to any Trust Liabilities.

(c) To the extent that, notwithstanding the provisions of this Section 2.7, any Trust
Unitholder or Annuitant, in its capacity as such, may be determined by a judgment of a
court of competent jurisdiction to be subject to or liable in respect of any Trust
Liabilities, such Tnist Unitholder or Annuitant is entitled to be reimbursed out of the
Trust Assets for any payment of Trust Liabilities made by such Trust Unitholder or
Annuitant.

ARTICLE 3
DESCRIPTION AND ISSUE OF UNITS

3.1 Nature and Authorized Nutrtber of Units

The beneficial interests in the Trust shall be divided into Units or fractions thereof issued
in one or more Classes as determined by the Trustees after receipt of all necessary approvals from time to
time. As of the date hereof, the Trust consists of an unlimited number of Class A Units. Each Trust Unit
shall vest indefeasibly in the holder thereof and the interest of each Trust Unitholder shall be determined
by the number of Trust Units of the particular Class registered in the name of the Trust Unitholder on the
Registers. Subject to the provisions of Section 12.15, all of the Units of the Trust shall be voting and
shall vote equally with each other at all meetings of Trust Unitholders. Subject to the exercise of the
power of the Trustees to make distributions under Section 9.2, unitholders of the Trust holding U~iits of a
particular Class are entitled to participate in distributions on a pro rata basis with unitholders holding
Units of the same Class. All Trust Units of a particular Class rank among themselves equally and rateably
without discrimination, preference or priority. Issued and outstanding Trust Units ►nay be subdivided or
consolidated from time to time by the Trustees without the approval of or notification to Unitholders.

3.2 Issue of Units

(a) Trust Uuits of a particular Class may be issued by the Trust at the times, to the persons,
for the consideration and on the ternns and conditions that the Trustees determine. The
Trustees may authorize the Trust to pay a reasonable COI711111SS1011 to any person in
consideration of such person purchasing or agreeing to purchase Trust Units from the
Trust or from any other person or procuring or agreeing to procure purchasers for Trust
Units.

(b) The Trustees may create and issue instalment receipts, rights, warrants, receipts
(including so-called "special warrants" and ``SLiliSCI"1]~t10I1 receipts" which may be
exercisable for no additional consideration), securities convertible into ar exchangeable
or exercisable for Trust Units of a particular Class or other securities of the Ta-ust
(including Trust Units issuable upon the exchange of securities of other issuers) or
options (including all types of incentive programs) to subscribe for Trust Units which
instalment receipts, rights, warrants, receipts, convertible or exchangeable or exercisable
securities or options may be exercisable at such subscription price or prices and at such
time ox times as the Trustees may determine. The instalment receipts, rights, warrants,

receipts, convertible or exchangeable or exercisable securities or options so created may

be issued for such consideration or for no consideration, all as the Trustees may

determine. An instalment receipt, right, warrant, receipt, convertible or excha~igeable or
exercisable security or option shall not be a Trust Unit and the holder thereof shall riot be
a Trust Unitholder.
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(c) Trust Units are only to be issued as fully paid in money, property, including an obligation
to pay consideration in instalments, or past services, and are not to be subject to future
calls or assessments, except that Trust Units to be issued under an offering of Trust Units
to the public ox otherwise may be issued for a consideration payable in instalments and
the Trust may take a security interest over such Trust Units for unpaid instalments.

(d) The Trustees may authorize the Trust to pay a reasonable commission to any person in
consideration of such person purchasing or agreeing to purchase, whether absolutely or
conditionally, Trust Units, or rights, wan~ants, convertible securities or options to acquire
Trust Units, from the Trust or from any other person or procuring or agreeing to procure
purchasers, whether absolute or conditional, for Units, or rights, warrants, convertible
securities or options to acquire Trust Units.

3.3 Fractional Units

The Trustees may allot and issue Units or fractions of any Units at such time or times and
in such manner and to such persons as the Trustees may determine. Units and fractions of Units shall not
be issued otherwise than as fully paid and a Unit or fraction of a Unit is not fully paid until all
consideration therefor, whether in cash or in kind, has been received by or on behalf of the Trust.

If as a result of any act of the Trustees hereunder any person becomes entitled to a
fraction of a Trust Unit, such person shall not be entitled to receive a certificate therefor. Fractional Units
shall not, except to the extent that they may represent in the aggregate one or more whole Trust Units,
entitle the holder thereof to notice of or to attend or to vote at, meetings of Trust Unitholders. Subject to
the foregoing, such fractional Trust Units shall have attached thereto the rights, restrictions, conditiazis
and limitations attaching to whole Trust Units in the proportion that they bear to a whole Unit.

3.4 Re-Parchase of Initial Trust Units by the Trust

Immediately after the Initial Closing, the Trust will purchase the initial Trust Units from
the Initial Unitholder and the Initial Unitliolder will sell the initial Trust Units to the Tnist, for a purchase
price of $10.00 and, upon the completion of that purchase and sale, the initial Trust Units shall be
cancelled and shall no longer be outstanding for any of the purposes of this Declaration of Trust.

3.5 No Pre-Emptive Rights

No Trust Unitholder is entitled, as a matter of right, to any preference, conversion,
exchange or pre-emptive right to subscribe for or purchase any other Trust Units over any other Trust
Unitholder in the same Class of the Trust or otherwise, unless expressly agreed to in writing by the
Trustees.

3.6 Subdivision or Consolidation

Unless the Trustees determine otherwise, acid subject to the paragraph immediately below
in this Section 3.6, immediately after any pro rata distribution of additional Trust Units to all Trust
Unitholders pursuant to Section 5.7, the nwnber of the outstanding Trust Units will be consolidated such
that each Trust Unitholder will hold after the consolidation the same number of Trust Units of the
particular Class as the Trust Unitholder held before the distribution of additional Trust Units. In t11is case,
each Trust Unit Certificate representing a number of Trust Units of a particular Class prior to the
distribution of additional Trust Units is deemed to represent the same number of Trust Units after the non-
cash distribution of additional Trust Units and the consolidation.

Notwithstanding the foregoing, where tax is required to be withheld from a Trust

Unitholder's share of the distribution, the consolidation will result in such Trust Unitholder holding that
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number of Trust Units of a particular Class (i) the number of Trust Units held by such Trust Unitholder
prior to the distribution plus the number of Trust Units received by such Trust Unitholder in connection
with the distribution (net of the total of the number of whole and part Trust Units withheld on account of
withholding taxes and the number of whole and part Trust Units withheld pursuant to Section 5.8 on
account of the Trustees' reasonable expenses with regard to the sale of such Trust Units withheld on
account of withholding taxes) multiplied by (ii) the fraction obtained by dividing the aggregate number of
Trust Units outstanding prior to the distribution by the aggregate number of Trust Units of a particular
Class that would be outstanding following the distribution and before the consolidation if no withholding
were required in respect of any part of the distribution payable to any Trust Unitholder. Such Trust
Unitholder will be required to surrender the Trust Unit Certificates, if any, representing such Trust
Unitholder's original Trust Units, in exchange for a Trust Unit Certificate representing such Trust
Unitholder's post-consolidation Trust Units of a particular Class.

3.7 Subscription for Units

Subscriptions shall be in such form as determined by the Trustees from time to time and,
in each case, shall be accompanied by payment as described from time to time in the subscription
agreement provided by the Trust, or if not so described, as the Trustees may from time to time determine.

3.8 Minimum Purchases

An investor's initial subscription for Units shall be in such gross dollar amount as the
Trustees may from time to time determine. The Trustees may determine the gross dollar amount required
in respect of the initial subscription of any investor who subscribes for Units pursuant to a Plan, whereby
the investor agrees to make regular purchases of Units of the Trust, or pursuant to a Plan. The Trustees
may charge a fee, in such amount as the Trustees may from time to time determine, for the termination by
a Unitllolder of its participation in such a Plan. The Trustees may also determine the gross dollar amount
required in respect of a subscription by a 'frost Unitholder for additional Units of the same Class of the
Trust.

3.9 Right to Rejeet Subscription

The Trustees shall at their sole option be entitled to reject subscriptions for purchases of
Units at any time. The Trustees shall at all times ensure that any decision to reject a subscription is made
and communicated to the investor within two (2) Business Days of receipt of the subscription application
and to refund to tlae investor irrunediately any monies received without interest.

3.10 Subsequent Purchases

Subsequent purchases of Units shall be made in such manner as shall be determined from
time to time by the Trustees.

3.l 1 Transfer Agent and Registrar

The Trustees shall maintain, or cause to be maintained by a transfer agent and registrar or
by one or more branch transfer agents and registrants, a register for the registration of each Class of Units
and shall provide, or cause to be provided, for the transfer and the registration of transfers of Units in one
or more places in Canada. The Trustees or the transfer agent and registrar and/or branch transfer agents
and registrars shall keep all necessary books and registers of the Trust required by this Declaration of
Trust or by applicable legislation instruments or rules of securities regulatory authorities in jurisdictions
where the Units are qualified for distribution. The books and registers referred to in this Section 3.11
shall be kept in a bound or loose-leaf book or may be entered or recorded by any system of mechanical or
electronic data processing or any other information storage device and shall at all reasonable times be
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open for inspection at the principal office of the Trust or of the transfer agent and registrar, free of charge
by the Unitholders of the Trust or their duly authorized representative.

3.12 Registered Unitholders

The Trustees, any transfer agent and registrar, or branch transfer agent and registrar, as
the case may be, shall for all purposes be entitled to treat the Unitholder in whose name any Units are
registered as the absolute owner thereof, any notice to the contrary notwithstanding. The Trustees, any
transfer agent and registrar, or branch transfer agent and registrar, as the case may be, shall not be charged
with notice of or be bound to see to the execution of any trust in respect of any unit, whether express,
implied or constructive, and may deal with any unit on the direction of its registered Unitholder whether
named as trustee ox otherwise.

ARTICLE 4
INVESTMENTS OF THE TRUST

4.1 Investment Objective of the Trast

The investment objective of the Trust is to invest in Mortgages secured by Real Property in North
America. Assets of the Trust may be held in investments which comply with the investment policies set
out in Section 3.2. The Trustees shall ensure that investment of the assets of the Trust is made izi such a
way as to comply with the investment objectives set forth herein. Tile Trustee shall from time to time sell
any or all of such investments and reinvest the proceeds thereof or exchange any or all of such investment
for other investments. The Trustee and the Trust shall not, in carrying out investment activities be in any
w1y restricted by the provisions of the laws of any jurisdiction limiting or purporting to limit investments
which may be i~~ade by trustees but shall be limited by the investment restrictions contained herein and
the appropriate reb latory authorities to which the Trust is subject.

4.2 Investment Policies

The following are the investment policies to be applied by the Trustees in investing the assets of the
Trust:

(a) the Trust may only invest in Mortgages which are first charges on the security of the Real
Property;

(b) the Trust may invest in Mortgages of F.L Group Members or Affiliates so long as the

investment is made on commercially reasonable terms;

(c) the Trust may co-invest with a third party or third parties in a Mortgage;

(d) the Sub Trust mad+ invest in any Mortgage where the term of the Mortgage exceeds five

years;

(e) the Trust may hold Real Property acquired as a result of foreclosure where such

foreclosure was necessary to protect the Mortgage investment as a result of a default by

the mortgagor;

(fl the Trust may temporarily acquire, invest in, transfer, dispose of and otherwise deal with

securities of or lending to airy F.L. Group Member;

(g) the Trust may temporaa•ily hold cash in interest bearing accounts short-ternz government

debt or short-term investment grade corporate debt for the purposes of paying the

expenses and liabilities of the Trust, paying amounts payable by the Trust its connection
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with the redemption of any Trust Units or other securities of the Trust and making
distributions to Trust Unitholders;

(h) the Trust may not invest in any asset which will in any way change its status as a "Unit
Trust' for purposes of the Tax Act.

ARTICLE 5
DISTRIBUTIONS

5.1 Computation of Distributable Cash Flow

(a) The "Cash Fiow of a Class" for, or in respect of, any Distribution Period, shall be
determined pursuant to the following provisions:

(i) the following amounts shall be included in the calculation:

(A) all cash amounts derived from the investment of the proceeds of the sale
of a Class of Units received by the Trust for and in respect of the
Distribution Period, including, without limitation, all income,
distributions, interest, dividends, proceeds from the disposition of
securities, returns of capital and repayments of indebtedness; and

(B) all amounts derived from the investment of the proceeds of the sale of a
Class of Units received by the Trust in any prior Distribution Period to
the extent not previously distributed;

(ii) the following amounts shall be deducted in the calculation:

(A) all costs and expenses attributable to the Class of Units proportionate
share of the Common Expenses which, in the opinion of the Trustees,
may reasonably be considered to have accrued and become owing in
respect of, or which relate to, such Distribution Period or a prior
Distribution Period if not accrued or deducted in determining the cash
flow of such Class of Units in such prior period;

(B) all amounts which relate to the redemption or repurchase of Trust Units
of the Class of Units and which have been paid or become payable in
cash by the Trust in such Distribution Period;

(C) a Class of Units' proportionate share of all amounts to be paid in
satisfaction of debt service obligations of the Trust on account of both
principal and interest; and

(D) any amount that the Trustees may reasonably consider to be necessary to
provide for the payment of any costs that have been or ire reasonably
expected to be incurred by the Trust, including any tax liabilities of the
Trust; and

(iii) the net proceeds of any issuance of a Class of Units or other securities, including
debt securities, of the Tntst and any associated expenses shall not be included in
the calculations of Cash Flow of a Class in respect of any Distribution Period.

(b) The "Distributable Cash Flow of a Class" for, ar in respect of, a Distribution Period
shall be the Cash Flow of a Class for such Distribution Period less any amount which the
Trustees may reasonably consider to be necessary to provide for: (i) the payment of any
casts which have been or will be incurred in the activities and operations of the Class of
Units, (ii) the payments of any tax liability of the Trust (but excluding such announts
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previously deducted in Section 5.](a)(ii)), and (iii) such reserves or amounts as are, in the
opinion of the Trustees, necessary or desirable.

SZ Computation of Income and Net Realized Capital Gains

(a) The "Income of the Trust' for any taxation year of the Trust shall be the net income for
the year determined pursuant to the provisions of the Tax Act, other than paragraph
82(1)(b) and Subsection 104(6) thereof, having regard to the provisions thereof which
relate to the calculation of "taxable income" of the Trust, and taking into account such
adjustments thereto as are determined by the Trustees in respect of dividends received
from taxable Canadian corporations, amounts paid or payable by the Trust to Trust
Unitholders and such other amounts as may be deternlined in the discretion of the
Trustees; provided, however, that capital gains and capital losses shall be excluded from
the computation of net income.

(b) The "Net Realized Capital Gains of the Trust" for any taxation year of the Trust shall
be determined as the amount, if any, by which the aggregate of the capital gains of the
Trust calculated in accordance with the provisions of the Tax Act in the year exceeds the
aggregate of (i) the aggregate of the capital losses of the Trust calculated in accordance
with the provisions of the Tax Act in the year, (ii) the amount determined by the Trustees
in respect of any net capital losses for prior taxation years which the Trust is permitted by
the Tax Act to deduct in computing tiie taxable income of the Trust for the year, and (iii)
any amount in respect of which the Trust is entitled to a capital gains refund under the
Tax Act, as determined by the Trustees; provided that at the discretion of the Trustees,
the Net Realized Capital Gains of the Trust for a year may be calculated without
subtracting the full amount in respect of the net capital losses of the Trust carried forward
from previous years.

5.3 Distribution of Distributable C1sh Flow

(a) The Trust shall distribute on each Distribution Payment Date to Trust Unitholders of a
Class of Units of record as at the close of business on the applicable Distribution Record
Date all of the Distributable Cash Flow of a Class for the applicable Distribution Period.
The proportionate share of each Trust Unit of the amount of the Distributable Cash Flow
of a Class shall be determined by dividing such amount by the number of issued and
outstanding Trust Units of such Class of Units on such Distribution Record Date. Each
Trust Unitholder's share of such Class of Units' Distributable Cash Flow shall be an
amount equal to the proportionate share of each Trust Unit of such Class of Units of such
Distributable Cash Flow of a Class multiplied by the number of Trust Units of such Class
of Units owned of record by each such Trust Unitholder on such Distribution Record
Date.

(i) Subject to Section 5.7, any distribution which has been declared or authorized to
be payable to Trust Unitltolders in respect of a Distribution Period shall be paid
in cash.

5.4 Other Distributions

(a) In addition to the distributions which are made payable to Trust Unitholders pursuant to
Section 5.3, the Trustees may allocate, declare or authorize to be payable and/or make
distributions, from time to time, out of Income of tl~e T►-ust, Net Realized Capital Gains,
the Capital of the Trust or otherwise, in any year, in such amount or amounts, and on

such dates as the Trustees may determine to persons who are Trust Unitholders at the
record date deternlined by the Trustees for such distribution. Por greater certainty, the

Trustees may desi~iate and make payable any income or capital gains realized by the

~~
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Trust (including any income realized by the Trust on the redemption of Trust Units
pursuant to section 6.4) to redeeming Trust Unitholders in accordance with that section.
All Trust Unitholders of a Class of Units will share equally and on a pro rata basis, based
on the Class of Units' proportionate share of such distribution.

(b) Having regard to the intent of the Trust to allocate, distribute and make payable to Trust
Unitholders all of the Income of the Trust, Net Realized Capital Gains and any other
applicable amounts so that the Trust will not have any liability for tax under Part I of the
Tax Act in any taxation year, the following amounts shall, without any further actions on
the part of the Trustees, be due and payable on December 31 in each year to Tnast
Unitholders of record on December 31 in each such year:

(i) a Class of Units' proportionate share of an amount equal to the amount, if any, by
which the Income of the Trust for such year exceeds the aggregate of the
portions, if any, of each distribution paid or payable by the Trust pursuant to
Section 5.3 and Section 5.4(a) which have been determined by the Trustees,
pursuant to Section 5.5, to have been payable by the Trust out of Income of the
Trust for such year and the amount of income treated as having been paid in the
year pursuant to Section 5.5; and

(ii) a Class of Units' proportionate share of an amount equal to the amount, if any, by
which the Net Realized Capital Gains of the Trust for such year exceeds the
aggregate of the portions, if any, of each distribution paid or payable by the Trust
pursuant to Section 5.3 and Section 5.4(a) which have been determined by the
Trustees, pursuant to Section 5.5, to have been payable by the Trust out of the
Net Realized Capital Gains for such year and the amount of any capital gain
treated as having been paid in the year pursuant to Section 5.5.

(c) The proportionate share of each Trust Unit of the amount of any distribution made
pursuant to either or both of Sections 5.4(a) and (b) shall be determined by dividing such
amount by the number of issued and outstanding Trust Units of a particular Class on the
applicable Distribution Record Date in respect of a distribution pursuant to Section 5.4{a)
and on December 31 in respect of a distribution pursuant to Section 5.4(b). Each Trust
Unitholder's share of such Class of Units' proportionate share of any such distribution
shall be an amount equal to the proportionate share of each Trust Unit of such Class of
Units of such amount multiplied by the number of Trust Units of such Class of Units
owned of record by each such Trust Unitholder on such applicable Distribution Record
Date or December 31 in the year of such distribution, as the case may be. Subject to
Section 5.7, amounts which have been declared or authorized to be payable to Trust
Unitholders pursuant to Section 5.4(a) shall be paid in cash on the Distribution Payment
Date which immediately follows the applicable Distributable Record Date in respect of a
distribution pursuant to Section 5.4(a) and amow~ts which are payable to Trust
Unitholders on December 31, in respect of a distribution pursuant to Section (b) shall be

payable on December 31 and shall be paid forthwith, and in no event later than January
30 of the following year, subject to Section 5.7.

5.5 Character of Distributions and Designations

In accordance with and to the extent pernlitted by the Tax Act and analogous provisions

of any applicable provincial legislation, the Trustees in each year shall make designatio~~s and elections in

respect of the amounts payable to Trust Unitholders, based on the proportionate shares attributable to any

Class of Units, for such amounts that the Trustees consider to be reasonable in all of the circumstances,

including, without limitation, designations relating to taxable dividends received or deemed to be received

by the Trust in the year on shares of taxable Canadian. corporations, net capital gains realized by the Trust
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in the year and foreign source income of, or deemed foreign source income of, and foreign income taxes
paid by, or deemed to have been paid by, the Trust for the year, as well as elections under Subsections
104(13.1) and/ox 104(13.2} of the Tax Act that income be taxed to the Trust, rather than to the Trust
Unitholders. Distributions payable to Trust Unitholders pursuant to this Article 5, and to the extent
required pursuant to Section 6.3, shall be deemed to be distributions of Income of the Trust, Net Realized
Capital Gains, Trust Capital or other items in such amounts as the Trustees shall, in their absolute
discretion, deternune. For greater certainty, it is hereby declared that any distribution of Net Realized
Capital Gains shall include the non-taxable portion of the capital gains of the Trust which are
encompassed in such distribution.

5.6 Enforceability of Right to Receive Distributions

For greater certainty, it is hereby declared that each Trust Unitholder shall have the legal
right to enforce payment of any amount payable to such Trust Unitholder as a result of any distribution
which is declared or authorized or made payable to such Trust Unitholder pursuant to this Article as of the
date on which such amount becomes payable.

5.7 Method of Payment of Distributions

(a) Pursuant to this Article, in the event that the Trustees determine that the Trust does not
have available cash in an amount sufficient to make payment of the full amount of any
distribution which has been declared or authorized to be payable to Trust Unitholders
entitled to cash distributions on the due date for such payment, the payment may, at the
option of the Trustees, include the pr̂ n rata issuance of additional Trust Units, or
fractions of Trust Units, if necessary, having a value equal to the difference between the
amount of such distribution and the amount of cash which has been determined by the
Trustees to be available for the payment of such distribution, subject to all necessary
regulatory approvals.

(b) The value of each Trust Unit which is issued pursuant to Section 5.7(a) shall be equal to
the Redemption Price of the Trust Units (as defined in Section 6.2(c)) on the applicable
Distribution Record Date in respect of a distribution pursuant to Section 5.3, on the
applicable Distribution Record Date in respect of a distribution under Section 5.4(a) or on
December 31 in respect of a distribution under Section 5.4(b), provided that if the
particular date is not a Business Day then the Redemption Price shall be deterniined on
the last Business Day which precedes such particular date.

5.8 Withholding Taxes

The Trustees may deduct or withhold from distributions payable to any Trust Unitholder
all amounts required by law to be withheld from such distributions, whether such distributions are in the
form of cash, additional Trust Units or otherwise. In the event of a distribution in the form of additional
Trust Units, the Trustees may sell Trust Units of such Tiust Unitholder to pay such withholding taxes and
to pay all of the Trustees' reasonable expenses with regard thereto and such Trust Unitholder shall be
deemed to have granted to the Trustees, and the Trustees shall have, the power of attorney of such Trust
Unitholder to do so. Any such sale shall be made pursuant to an exemption from applicable securities
laws, and upon such sale, the affected Trust Unitholder shall cease to be the holder of such Trust Units
which are so sold.

5.9 Tax Act Definitions

Unless otherwise specified or the context otherwise requires, any term in this Article
which is defined in the Tax Act shall have for the purposes of this Article the meaning that it has in the
Tax Act.
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5.10 Special Distribution Provisions

(c) Tn the event that a Trust Unitholder has held his Unit for less than the entire Distribution
Period for which a distribution is payable, the Trust Unitholder shall only be entitled to a
proportionate share of the distributions based on the proportion that the number of days
between the date of first issue of his Units and the last day of the Distribution Period
bears to the aggregate total number of days in such Distribution Period.

(d) The Trustees shall have the right but not the obligation to distribute and allocate Common
Expenses, Income of the Tnist, Net Realized Capital Gains of the Trust and any other
applicable amounts among Trust Unitholders in such a manner so as to ensure where
possible that they are treated equitably taking into account differences that may arise as a
result of the acquisition of Trust Units at different times in a fiscal year or in different
fiscal calendar years.

5.11 Payments of Cash

Any payment of cash by the Trust to a Trust Unitholder pursuant to this Article 5 or any
other provision of this Declaration of Trust will be conclusively deemed to have been made upon mailing
of a cheque in a postage pre-paid envelope, addressed to the Trust Unitholder at the Trust Unitholder's
address appearing in the Registers, unless such cheque is dishonoured upon presentment. Upon such
payment, the Trust will be discharged from all liability to the Trust Unitholder in respect of such
payment, provided, however, that if such cheque is lost or destroyed then, upon the presentation of
evidence satisfactory to the Trustees of such loss or destruction, together with such indemnity as the
Trustees may reasonably require, the Trust will issue a replacement cheque to the Trust U~~itholder.
Notwithstanding the foregoing, the Trust may, in lieu of forwarding or causing to be forwarded a cheque
to a Unitholder pursuant to this Article 5, enter into an agreement with a Unitholder or with the person for
whom such Unitholder is acting as nominee providing t'or the payment to such Unitl~older of the amounts
to which such Unitholder is entitled, #rom time to time, l~ereunder by electronic funds transfer or by any
other method at a place or places other than the place or places specified herein as the place or places for
such payment. Any payment made hereunder or in comiection with this Declaration of Trust that is made
pursuant to any such agreement will, notwithstanding any other provision of this Declaration of Trust, be
valid and binding on the Trust and the relevant Unitholder.

5.12 Unclaimed Distributions

In the event that the Trustees hold any distributable amount that is unclaimed or that
cannot be paid for any reason, the Trustees will be under no obligation to invest or reinvest the same, but
will only be obliged to hold the same in a current non-interest-bearing account pending payment, less
applicable taxes, to the person or persons entitled thereto. The Trustees will, as end when required by law,
and may at any time prior to such required time, pay all or part of such distributable amount so held to the
appropriate government official or agency, whose receipt shall be a good and sufficient discharge and
release of the Trustees.

ARTICLE 6
REDEMPTION OF TRUST UNITS

6.1 Right of Redemption by Trust Unitholders

Each Trust Unitholder shall be entitled to require the Trust to redeem at any time or from

time to time at the demand of the Trust Unitholder all or any part of the Trust Units registered in the name

of the Trust Unitholder at the prices determined and payable in accordance with the co~iditions Hereinafter

provided. The Trustees shall be entitled in their discretion to detern~ine and designate whether any

payments made in respect of any redemption are on account of income or capital.
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(a) To exercise a Trust Unitholder's right to require redemption under this Article 6, a duly
completed and properly executed notice requiring the Trust to redeem Trust Units, in a
form approved by the Trustees, shall be sent to the Trust at the head office of the Trust.
No form or manner of completion or execution shall be sufficient unless the same is in all
respects satisfactory to the Trustees and is accompanied by any further evidence that the
Trustees may reasonably require with respect to the identity, capacity or authority of the
person giving such notice.

(b) Subject to Sections 6.4 and 6.5, upon receipt by the Trust of the notice to redeem Trust
Units, the Unitholder shall thereafter cease to have any rights with respect to the Trust
Units tendered for redemption (other than to receive the redemption payment therefor)
including the right to receive any distributions thereon which are declared payable to the
Trust Unitholders of record on a date which is subsequent to the day of receipt by the
Trust of such notice. Trust Units shall be considered to be tendered for redemption on
the date that the Trust has, to the satisfaction of the Trustees, received the notice and
other required documents or evidence as aforesaid.

6.3 Cash Redemption

(a) Upon receipt by the Trust of the notice to redeem Trust Units in accordance with
Section 6.2, the holder of the Trust Units tendered for redemption shall be entitled to
receive a price per Trust Unit (hereinafter called the "Redemption Price") equal to the
fair market value thereof as determined by the Trustees in their sole discretion acting
reasonably.

(b) Subject to Sections 6.4 and 6.5, the Redemption Price payable in respect of the Trust
Units tendered for redemption during any month shall be paid by cheque, drawn on a
Canadian chartered bank or a trust company in lawful money of Canada, payable at par to
or to the order of the Trust Unitholder who exercised the right of redemption on or before
the last day of the calendar month following the month in which the Trust Units were
tendered for redemption. Payments made by the Trust of the Redemption Price are
conclusively deemed to have been made upon the mailing of a cheque in a postage
prepaid envelope addressed to the former Trust Unitholder and/or any party having a
security interest unless such cheque is dishonoured upon presentment. Upon such
payment, the Trust shall be discharged from all liability to the former Trust Unitholder in
respect of Trust Units redeemed.

6.4 Monthly Limit on Redemptions

Section 63(b) shall not be applicable to Trust Units tendered for redemption by a Trust
Unitholder, if the total amount payable by the Trust pursuant to Section 6.3 in respect of such Trust Units
and all other Trust Units tendered fox redemption prior thereto in the same calendar month exceeds
$50,040 ("Monthly LimiY'); provided that the Trustees may, in their sole discretion, waive such
limitation in respect of ali Trust Units tendered for redemption in any calendar month. In the absence of
such a waiver, Trust Units tendered for redemption in any calendar month in which the total amount
payable by the Trust pursuant to Section 6.3(b) exceeds the Monthly Limit will be redeemed on a pro rata

basis and those Trust Units not redeemed shall be redeemed during the next and succeeding calendar

month or months. Section 6.2 (b) shall not apply to any Trust Units tendered for redemption and not
redeemed pursuant to this Section 6.4, and any such Trust Units shall continue to have all the rights

attaching to the Trust Units and will be entitled to any distributions thereon which are declared payable to

the Trust Unitholders of record.
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6.5 Suspension of Redemptions

For a period of not more than 180 days, the Trustees may suspend the calculation of the
redemption of Units, or postpone the day of payment or right of redemption, for or during any period
during which the Trustee deternnines that conditions exist which render impractical the sale of the assets
of the Trust or impair the ability of the Trustees to determine the value of the assets held by the Trust.
.Any such suspension shall take effect at such time as the Trustees specify and thereafter there shall be no
redemption of Units until the Trustees declare the suspension at an end. Where a notice of redemption is
received by the Trustees during the suspension period, the Unitholder may withdraw the notice of
redemption. If the notice of redemption is not withdrawn, the Units shall be redeemed on the termination
of the Suspension. Section 6.2 (b) shall not apply to any Trust Units tendered for redemption and not
redeemed pursuant to this Section 6.5, and any such Trust Units shall continue to have all the rights
attaching to the Trust Units and will be entitled to any distributions thereon which are declared payable to
the Trust Unitholders of record.

ARTICLE 7
TRUSTEES

7.1 Number of Trustees

There shall be a minimum of three (3) and a maximum of ten (10) Trustees. The number
of Trustees within such minimum and maximum numbers may be changed by Trust Unitholders or by the
Trustees. In the event of any increase in the number of Trustees, the Trust Unitholders or Trustees, as the
case may be, shall forthwith elect or appoint any such additional Trustee(s). Until otherwise so
determined, the number of Trustees as of the date of this Declaration of Trust shall be three (3). A
majority of the Trustees at all times must be Residents.

7.2 Calling and Notice of Meetings

Meetings of the Trustees shall be called and held at such time and at such place as the
Trustees, the Chairn~an of'the Trustees or any two Trustees may determine, and any one Trustee or officer
of the Trust may give notice of meetings when directed or authorized by such persons. Notice of each
meeting of the Trustees shall be given to each Trustee not less than 48 hours before the time when the
meeting is to be held, provided that if a quorum of Trustees is present, the Trustees may without notice
hold a meeting immediately following a meeting of Trust Unitholders. Notice of a meeting of the Trustees
may be given verbally, in writing or by telephone, fax or other means of corrununication. Anotice of a
meeting of Trustees shall specify the nature of the business to be transacted at such meeting. A Trustee
may LIl 21]y mam~er or at any time waive notice of or otherwise consent to a meeting of Trustees.
Attendance of a Trustee, in person or by telephone, at a meeting of Trustees shall constitute a waiver of
notice of that meeting except where a Trustee attends for the express purpose of objecting to the
transaction of any busi~~ess on the grounds that the meeting has not been properly called. Notwithstanding
the foregoing, the Trustees may by resolution from time to time fix a day or days in any month or months
for regular meetings of the Trustees at a place and hour to be named, in which case, provided that a copy
of such resolution is sent to each Tivstee forthwith after being passed and forthwith after each Trustee's
appointment, no other notice shall be required for any such regular meeting, and the Trustees may by
resolution from time to time establish an approval process for the declaration or authorization of

distributions or such other approval procedures that they may determine to be appropriate in the

circumstances.
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Meetings of the Trustees shall be held in Canada and may be held at a location as
directed by the Trustees. A Trustee who attends a meeting of Trustees, in person or by telephone, is
deemed to have consented to the location of the meeting except when the Trustee attends the meeting for
the express purpose of objecting to the transaction of any business on the grounds that the meeting is not
lawfully held.

7.4 Meetings by Telephone

With the consent of the chairman of the meeting or a majority of the Trustees
participating in the meeting, any Trustee may paz-ticipate in a meeting of the Trustees or of a committee of
the Trustees by means of telephone or other communication facilities that permit all persons participating
in the meeting to hear each other provided that any telephone call or video conference call to permit the
participation of a Trustee who is not physically present shall originate in Canada. A Trustee participating
in such a meeting in such manner shall be considered present at the place of meeting.

7.5 Quorum

The quorum for the transaction of business at any meeting of the Trustees shall consist of
a majority of the number of Trustees then holding office, and, notwithstanding any vacancy among the
number of Trustees, a quorum of Trustees may exercise all of the powers of the Trustees, provided that a
majority of the Trustees comprising such quorum shall not be Non-Residents. A Trustee who is a Non-
Resident may appoint any other Trustee to act as tus proxy at any meeting of Trustees and any such proxy
shall vote as a separate Trustee and constitute attendance at the meeting for al] purposes.

7.6 Chairman

The Chairman of the Trustees shall be chosen by the Trustees from among themselves.
The chairman of any meeting of the Trustees shall be the Trustee present at the meeting who holds the
office of Chalnnan of the Trustees or if such person is not present, the Trustees present shall choose one
of their number to be chairman. The Chairn~an shall not be allon-Resident.

7.7 Action by the Trustees

At all meetings of the Trustees every question shall be decided by a majority of the votes
cast on the question. In the case of equality of votes, the Chairnian of the meeting shall be entitled to a
seco~ld or casting vote. The powers of the Trustees may be exercised by resolution passed at a meeting at
which a quorum is present or without a meeting by resolution in writing signed by all Trustees who would
be entitled to vote on that resolution at a meeting of the Trustees. Resolutions in writing may be signed by
fax acid in counterparts each of which shall be deemed to be an original and all originals together shall be
deea~~ed to be one and the same instrument.

7.8 Adjourned Meeting

Any meeting of Trustees may be adjourned from tine to time by the Chairman of the
meeting with the consent of the meeting to a fixed tine and place. Further notice of the adjow•ned
meeting need not be given. The adjourned meeting shall be duly constituted if a quorum is present and if
it is held in accordance with tl~e terms of the adjourmnent. If there is not a quorum present at the
adjourned meeti~ig, t11e original meeting shall be deemed to have terminated upon its adjournment.

7.9 Renrauneration and Expenses

The Trustees, other than a Trustee who is a full-time officer or employee of the Trust or
any F.L. Group Member, shall be paid such reasonable remuneration for their services as the Trustees
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may from time to time in good faith determine. The Trustees shall also be entitled to be reimbursed for
reasonable traveling and other expenses properly incurred by thern in attending meetings of the Tnistees
or any committee thereof or in connection with their services as Trustees. Nothing herein contained shall
preclude any Trustee from serving the Trust in any other capacity and receiving remuneration therefor.

7.10 Officers

The Trustees from time to time may appoint one or more officers of the Trust, including a
Chairman and Vice-Chairman of the Trust and, without prejudice to rights under any employment
contract, may remove any officer of the Trust. The powers and duties of each officer of the Trust shall be
those determined from time to time by the Trustees and, in the absence of such determination, shall be
those usually applicable to the office held. A majority of the officers of the Trust must be Residents.

ARTICLE 8
APPOINTMENT, RESIGNATION AND REMOVAL OF T'HE TRUSTEES

8.X Qualification of Trustees

The following persons are disqualified from being a Trustee of the Trust:

(a) anyone who is less than 18 years of age;

(b) anyone wlio is of unsound mind and has been so found by a court of competent
jurisdiction in Canada or elsewhere;

(c) a person who is not an individual; and

(d) a person who has the status of bankrupt.

8.2 Appointment of Trustees

The appointnnent of David C. Philips, Joanna Hampton, and John Wilson as Tnistees for
a term expiring (subject to further appointment) at the close of the next meeting of Ti~ast Unithalders or as
otherwise determined by the Trustees is hereby confirmed. Except as otherwise provided in this
Declaration of Trust, Trustees shall be appointed (including the reappointment of i~icumbent Trustees) by
the Trustees, or by the Trust Unitholders at a meeting of Trust Unitholders, in each case to hold office,
subject to Section 8.5, for a term expiring at the close of the next meeting of Trust Unitholders following
such an appointment or as otherwise determined by the Trustees. Any such appointment (other than as
contemplated by Section 8.7) shall be made by a resolution of the Trustees, a resolution approved by a
majority of the votes cast at a meeting of Trust Unitholders or by resolution in writing in the manager set
out in Section 12.12. Notwithstanding the foregoing:

(a) if no Trustees are appointed before the term of office of the existing Trustees expires,
such existing Trustees shall continue to hold the office of Trustees under this Declaratiail
of Trust until successors have been appointed or they cease to hold office;

(b) the Trustees may appoint one or more additional Trustees for a teen to expire (subject to
further appointment) at the close of the next meeting of Trust Unitholders or as otherwise
determined by the Trustees; and

(c) a majority of the Trustees holding office at any time shall be Residents.

8.3 Consent to Act

(a) A person who is appointed a Trustee hereunder, other than the Trustees who are
appointed pursuant to Section 8.2, shall not become a Trustee until the person has, either
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before or• after such appointment, executed and delivered to the Trust a consent
substantially as follows:

"To: First Leaside Mortgage Fund (the "Trust")
And to: The Trustees thereof

The undersigned hereby consents to act as a Trustee of the Trust and hereby agrees, upon
the later of the date of this consent and the date of the undersigned's appointment as a
Trustee of the Trust, to thereby become a party, as a Trustee, to the Declaration of Trust
made as of the 18'x' day of June, 2010, as amended from time to time, constituting the
Trust and to be bound by the obligations and liabilities of a Trustee thereunder.

Dated:

[Signature]

[Print Name]

(b) Up011 the later of a person being appointed a Trustee hereunder and executing and
delivering to the Trust a consent substantially as set forth in Section 8.3(a), such person
shall become a Trustee hereunder and shall be deemed to be a party (as a Trustee) to this
Declaration of Trust, as amended from time to time. Tlae rights of the Trustees to control
and exclusively administer t}ie Tnist and to have the title to the Trust Assets drawn up in
their names or in the name of any other successor and all other rights of the Trustees, at
law will vest automatically in any person who may hereafter become a Trustee upon such
person's due appointment and qualification without any further act and such person will
immediately thereupon have all the rights, privileges, powers, authorities, obligations axed
immunities of a Trustee hereunder.

8.4 Failure to Appoint Minimum Number of Trustees

If the Trustees or the Trust Unitholders fail to appoint the number of Trustees required by
this Declaration of Trust, by reason of the disqualification or death of any nominee, the Tnistees may,
subject to Section 7.5 and Section 8.1, exercise all of the powers of the Trustees if'tlie number of Trustees
so appointed constitutes a quorum and the majority of the Trustees remaining are Residents.

8.5 Ceasing to Hold Office

A Trustee ceases to hold office when:

(a) he dies or resigns;

(b) he is removed in accordance with Section 8.6; or

(c) he ceases to be duly qualified to act as a Tnistee as provided under Section 8.1.

A resignation of a Trustee becomes effective 30 days from the time 1 written resib ation
is sent to the Trust, or at the time specified in the resignation, whichever is later, provided that if, upon the
resignation becoming effective, the number of remaining Trustees would be less than the number
necessary to constitute a quorum for a meeting of Trustees, the resignation is not effective until the
resigning Trustee's successor is duly appointed as a Trustee.
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Upon a Trustee ceasing to hold office as such hereunder, such Trustee shall cease to be a
party (as a Trustee) to this Declaration of Trust; provided, however, that such Trustee shall continue to be
entitled to be paid any amounts owing by the Trust to the Trustee and to the benefits of the indemnity
provided in Section 9.10. Upon the resignation or removal of any Trustee, or upon a Trustee otherwise
ceasing to be a Trustee, the Trustee shall cease to have the rights, privileges and powers of a Trustee
hereunder, shall execute and deliver such documents as the remaining Trustees shall reasonably require
for the conveyance of any Trust property held in that Trustee's name, shall account to the remaining
Trustees as they may reasonably require for all property which that Trustee holds as Trustee, shall resign
front aI] representative or other positions held by such Trustee on behalf of the Trust, including as a
director or officer of any person in which the Trust owns any securities (directly or indirectly) and shall
thereupon be discharged as Trustee. Upon the incapacity or death of any Trustee, his legal representative
shall execute and deliver on his behalf such documents as the remaining Trustees may reasonably require
as provided in this Section 8.5. In the event that a Trustee or his legal representatives, as applicable, are
unable or unwilling to execute and deliver such required documents, each of the remaining Trustees is
hereby appointed as the attorney of such Trustee for the purposes of executing and delivering such
required documents. This power of attorney granted to each of the remaining Trustees is not intended to
be a continuing power of attorney within the meaning of the Substitute Decisions Act, 1992 (Ontario),
exercisable duria~g a Trustee's incapacity to manage property, or any similar power of attorney under
equivalent legislation in any of the provinces or territories of Canada (a "CPOA"). The execution of this
power of attorney will not terminate any CPOA granted by the Trustee previously and will not be
terminated by the execution by the Trustee in the future of a CPOA, and the Trustee hereby agrees not to
take any action in future which results in the termination of this power of attorney.

If a Trustee ceases to hold office for any reason, and such cessation results in the board of
Trustees having ~ majority of Trustees who are Non-Residents, the Trustees will, as soon as possible, fill
the vacancy in accordance with Section 8.7 in order that a majority of Trustees shall not be Non-
Residents, and if necessary, one or more Trustees who are Non-Residents, to be determined by the
Trustees, shall resign (temporarily or otherwise) so that a majority of Trustees shall not beNon-Residents.

8.6 Removal of Trustees

The Trust Unitholdez•s may remove any Trustee or Trustees from office, by resolution
approved by a majority of the votes cast at a meeting of Trust Unitholders called' for that purpose. The
Trustees inay remove any Trustee from office for cause, by resolution approved by a majority of at least
two-thirds of the other Trustees. A vacancy created by the removal of a Trustee nnay be filled at the
meeting of Trust Unitholders at which the Trustee is removed or, if not so filled, may be filled as set forth
in section 8.7.

8.7 Filling Vacancies

A quorum of Trustees may till a vacancy among the Trustees, except a vacancy resulting
from a failure to appoint any minimum number of Trustees fixed by or pursuant to this Declaration of
Trust. If there is not a quorum of Trustees, or if there has been a failure to elect the minimum number of
Trustees required by or pursuant to this Declaration of Trust, the Trustees then in office shall forthwith
call a special meeting of Trust Unitholders to till the vacancy and, if they fail to call a meeting or if there
are no Tnistees then in office, the meeting may be called by any Trust Unitilolder. A Trustee appointed to
fill a vacancy holds office, subject to Section 8.5, until the close of the next meeting of the Trust
Unitholders ar as otherwise determined by the Trustees. The rights of the Trustees to control and
exclusively administer- the Trust and to have the title to the Trust Assets registered in their names or in the
name of any other successor and all other rights of the Trustees at law shall vest automatically in any
person who may hereafter become a Trustee upon such person's due appointment and qualification
without any further act and such person shall thereupon have all the rights, privileges, powers, authorities,
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obligations and immunities of a Trustee hereunder whether or not conveyancing documents have been
executed and delivered pursuant to section 8.5 or otherwise.

8.8 Validity of Acts

Any act of a Trustee is valid notwithstanding any irregularity in the appointment of the
Trustees or any one of them or a defect in the qualifications of the Trustees or any one of them.

ARTICLE 9
CONCERNING THE TRUSTEES

9.1 Powers of the Trustees

Subject to the terms and conditions of this Declaration of Trust, the Trustees may
exercise from time to time in respect of the Trust Assets and the investments and affairs of the Trust any
and all rights, powers and privileges that could be exercised by a legal and beneficial owner thereof.

Subject to the specific limitations contained in this Declaration of Trust, the Trustees
shall have, without further or other action or consent, and free from any power or control on the part of
the Trust Unitholders, full, absolute and exclusive power, control and authority over the Trust Assets and
over the affairs of the Trust to the same extent as if the Trustees were the sole and absolute beneficial
owners of the Trust Assets in their own right, to do all such acts and things as in their sole judgment and
discretion are necessary or incidental to, or desirable for, carrying out the Trust created hereunder. In
construing the provisions of this Declaration of Trust, the presumption shall be in favour of the powers
and authority granted to the Trustees. The enumeration of any specific power or authority herein
(including pursuant to section 9.2) shall not be construed as limiting the general powers or authority or
any other specified power or authority conferred herein nn the Trustees. To the maximum extent
pern~itted by law, the T~vstees shall, in carrying out investment activities, not be in any way restricted by
the provisions of the laws of any jurisdiction limiting or purporting to limit investments which inay be
made by trustees. Without limiting the generality of the foregoing, but subject to Section 4.1 and the other
express limitations contained in this Declaration of Trust, the Trustees may make any investments without
being required to adhere to all of or any particular portion of the investment criteria or diversification
requirements set forth in the Trustee Act (Ontario), as amended from time to time, and to delegate
management and authority to discretionary managers as the Trustees, in their discretion, deternline
appropriate.

9.2 Specific Powers and Authorities

Subject only to the express limitations contained in this Declaration of Trust and in
addition to any other powers and authorities conferred by this Declaration of Trust or which the Trustees

may have by virtue of any present or future statute or rule of law, the Trustees, without any action or
consent by the T~vst Unitholders, shall have and may exercise at any tune and from time to time the
following powers and authorities, which mayor may not be exercised by the Trustees in such manner and

upon such teens and conditions as they may from time to time determine proper:

(a) to supervise the activities and manage the investments and affairs of the Trust;

(b) to maintain records and provide reports to Trust Unitholders;

(c) to collect, sue for and receive all sums of money due to the Trust;

(d) to open, operate and close bank accounts and other similar credit, deposit and banking

arrangements az~d to negotiate and sign banking and financing contracts and agreements;
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(e) to determine conclusively the allocation to capital, income or other appropriate accounts
of all receipts, expenses, disbursements and property of the Trust;

(~ to make or cause to be made application for the listing or quotation on any stock
exchange or market of any Trust Units or any other securities issued from time to time by
the Trust, and to do all things which in the opinion of the 'Trustees may be necessary ox
desirable to effect or maintain such listing or listings or quotation;

(g) to determine conclusively the value of any or all of the Trust Assets from time to time
and, in deterniining such value, to consider such information and advice as the Trustees
in their sole judgment, may deem material and reliable;

(h} to sell, transfer, assign, exchange, convey, lease or otherwise dispose of any part of the
Trust Assets in any manner;

(i) subject to Section 92(w), to enter into any agreement or instrument (including any firm
or best efforts underwriting agreement) to create, issue or provide for the issue of Trust
Units, or other securities of the Trust, including instalment receipts, securities convertible
into or exchangeable or exercisable for Trust Units or other securities of the Trust or
other rights, warrants, receipts or options convertible into or exchangeable or exercisable
for Trust Units or other securities of the Trust (including debt securities, debt securities
convertible into or exchangeable or exercisable for Trust Units or other securities of the
Trust), for such consideration as the Trustees, in their sole discretion, may deem
appropriate and to do such things and prepare and sign such documents, including a
prospectus, an offering memorandum or any similar document and any registration rights
agreement, to qualify such Trust Units, or other securities of the Trust for sale in
whatever jurisdictions they will be sold or offered for sale;

(j) to effect payment of distributions to the Trust Unitholders as provided in Article 5;

(k) subject to Section 12.7(j), to lend, invest and reinvest funds of the Trust as provided in
Article 4;

(1) to ensure that, if the Trustees become aware by written notice that the beneficial owners
of 49% of the Trust Units are, or may be, Non-Residents or that such situation is
imminent, the limitations on ownership by Non-Residents as provided in Section 13.5 are
met;

(m} to possess and exercise all the rights, powers and privileges pertaining to the ownership
of t11e securities of any F.L. Group Member owned by the Trust, to the same extent that
an individual might, unless otherwise limited herein, and, without limiting the generality
of the foregoing, to vote or give any consent, request or notice, or waive any notice,
either in person or by proxy or power of attorney, with or without power of substitution,
to one or more persons, which proxies and powers of attorney may be for meetings or
actions generally or for any particular meeting or action and may include the exercise of
discretionary power;

(n) where reasonably required, to engage or employ on behalf of the Trust any persons as
agents, representatives, employees, independent contractors or managers (including,
without limitation, investment advisors, transfer agents, registrars, paying agents,
underwriters, accountants, lawyers, appraisers, brokers or otherwise) in one or more
capacities;

(o) except as prohibited by law, to delegate any o~ the powers and duties of the Trustees to
any one oz :more agents, representatives, officers, employees, independent contractors or
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other persons without liability to the Trustees so long as such delegation is not
inconsistent with any of the provisions of this Declaration of Trust;

(p) to engage in, intervene in, prosecute, join, defend, compromise, abandon or adjust, by
arbitration or otherwise, any actions, suits, disputes, claims, demands or other litigation
or proceedings, regulatory or judicial, relating to the Trust, the Trust Assets or the Trust's
affairs, to enter into agreements therefor, whether or not any suit or proceeding is
commenced or claim asserted and, in advance of any controversy, to enter into
agreements regarding the arbitration, adjudicatioia or settlement thereof;

(q) to cause legal title to any of the Trust Assets to be held by and/or in the name of one or
more Trustees or, except as prohibited by law, by and/or in the name of the Trust or any
other custodian or person, on such terms, in such manner, with such powers in such
person as the Trustees cnay determine and with or without disclosure that the Trust or the
Trustee is interested therein; provided, however, that should legal title to any of the Trust
Assets be held by and/or in the name of any person or persons other than a Trustee or the
Trust, the Trustees shall require such person or persons to execute a trust agreement
acknowledging that legal title to such assets is held in trust for the benefit of the Trust;

(r) to negotiate, make, execute, acknowledge and deliver any and all deeds, instruments,
contracts, waivers, releases or other documents necessary or useful for the
accomplishment of any of the powers herein granted, for the purpose of the Trust or f'or
its assets or affairs, including without limitation, to enter into contracts, obligations acid
other agreements for a term extending beyond the tern? of. office of the Trustees and
beyond the possible termination of the Trust or for a lesser term, and to perform all of t11e
obligations of the Trust thereunder;

(s) to perfornl the obligations of the Trust under agreements to which it is a party and to
exercise any rights granted to it under such agreements;

(t) to approve the adoption of a Trust Unitholders rights plan, if the Trustees determine in
good faith that sucl~ action is appropriate, including to issue or redeem rights and Trust
Units in connection with such plan;

(u) to use their best efforts to ensure that (i) the Trust qualifies at all times as a "mutual fund
trust" pursuant to Subsection 132(6) of the Tax Act; and (ii) that the Trust Units will not
be disqualified for investment by Plans;

(v) in addition to the mandatory indemnification provided for in Sections 9.7 and 9.8, to the
extent permitted by law to indemnify, or enter into agreements with respect to the
indemnification of, any person with whom the Trust has dealings including, without
limitation, the Trustees, to such extent as the Trustees shall deternline;

(w) with the approval (or confirmation, in the case of (ii)) of the Trust Unitholders to (i)
designate any new Class of Units, from time to time; and (ii) enact and from time to tune

amend or repeal by-laws not inconsistent with this Declaration of Trust COI11d1I11I1~

provisions relating to the Trust, the Trust Assets and the conduct of the affairs of the

Trust, but not in cont7ict with any provision of this Declaration of Trust;

(x) to purchase securities issued by the Trust, includi~ig Trust Units for cancellation in

accordance with the provisions of this Declaration of Trust and applicable law;

(y) to issue any type of debt securities or convertible debt securities and to borrow money or

incur any other form of indebtedness for the purpose of carrying out the purposes of the

Trust or for other expenses incurred in connection with the Trust and for such purposes

may draw, make, execute and issue promissory notes and other negotiable and noa~-
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negotiable instniments or securities and evidences of indebtedness, secure the payment of
sums so borrowed or indebtedness incurred and mortgage, pledge, assign or grant a
security interest in any money owing to the Trust or engage in any other means of
financing the Trust;

(z) to pay all taxes or assessments, of whatever kind or nature, whether within or outside
Canada, imposed upon or against the Trustees in connection with the Trust Assets,
undertaking or income of the Trust, or imposed upon or against the Trust Assets,
undertaking or income of the Trust, or any part thereof and to settle or compromise
disputed tax liabilities and for the foregoing purposes to make such returns, take such
deductions, and make such designations, elections and deternunations in respect of
Income of the Trust or Net Realized Capital Gains distributed to Trust Unitholders in the
year and any other matter as shall be permitted under the Tax Act (provided that to the
extent necessary the Trustees will seek the advice of Counsel or the Public Accountants),
and do all such other acts and things as may be deemed by the Trustees in their sole
discretion to be necessary, desirable or convenient;

(aa) to satisfy the obligations, liabilities and indebtedness of the Trust;

(bb) to vote in favour of the Trust's nominees to serve as trustees or directors, as applicable, of
any F.L. Group Member;

(cc) to guarantee (as guarantor, surety or co-principal obligor) the payment of any
indebtedness, liability or obligation of any F.L. Group Member and to mortgage, pledge,
charge, grant a security interest in or otherwise encumber all or any part of the Trust
Assets;

(dd) to appoint one or more additional Trustees to set-ve until the close of the next meeting of
Trust Unitl~olders or as otherwise determined by the Trustees;

(ee) to arrange for insurance contracts and policies insuring the Trust, the Trustees, the Trust
Assets, the business of any Affiliate of the Trust, any or all of the Trustees or the
Unitholders, consultants or lgents of the "I~rust or any person with whom the Trust has
dealings in such amounts as the Trustees deem appropriate and which may cover any and
all claims and liabilities of every nature arising by reason of ]folding or having held Trust
Units or of holding, being or having held any such office or position, including any and
all claims and liabilities of any nature asserted by any person arising by reason of any
action alleged to have been taken or omitted by the Trust or by the Trustees or
Uiiitholders, including any action taken or omitted that may be determined to constitute
negligence; and

(ff) to do all such other acts and things as are incidental to the foregoing, and to exercise all
powers which are necessary or useful to carry on the purposes and activities of the Trust,
as enumerated in Section 4.1, to promote any of the purposes for which the Trust is
formed, as enumerated in Section 4.1, aa~d to carry out the provisions of this Declaration
of 1~rust whether or not specifically mentioned.

Tlie Trustees shall, except as may be prohibited by law, have the right to delegate
authority for the above-referenced matters to an administrator where the Trustees determine in their sole

discretion that such delegation is desirable to effect the administration of the duties of the Trustees under

the Declaration of Trust and/or the management of the day-to-day affairs of the Trust. The Trustees may

also delegate to officers of the Trust certain powers for management of the day-to-day affairs of the Trust

provided such delegation is not inconsistent with this Declaration of Trust.
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The banking activities of the Trust, or any part thereof, including, but without restricting
the generality of the foregoing, the operation of the Trust's accounts; the making, signing, drawing,
accepting, endorsing, negotiation, lodging, depositing or transferring of any cheques, promissory notes,
drafts, acceptances, bills of exchange and orders for the payment of money; the giving of receipts for
orders relating to any property of the Trust; the execution of any agreement relating to any property of the
Trust; the execution of any agreement relating to any such banking activities and defining the rights and
powers of the parties thereto; and tl~e authorizing of any officer of such banker to do any act or thing on
the Trust's behalf to facilitate such banking activities, shall be transacted with such bank, trust company,
or other firm or corporation carrying on a banking business as the Trustees may designate, appoint or
authorize from time to time and shall be transacted on the Trust's behalf by one or more officers of the
Trust or such other F.L. Group Members) as the Trustees may designate, appoint or authorize from time
to time.

9.4 Standard of Care and Duties

The Trustees shall act honestly and in good faith with a view to the best interests of the
Trust and the Trust Unitholders and in connection therewith shall exercise the degree of care, diligence
and skill that a reasonably prudent person would exercise in comparable circumstances. The Trustees
shall not be liable in carrying out their duties under this Declaration of Trust except in cases where the
Trustees fail (a) to act honestly and in good faith with a view to the best interests of the Trust Unitholders
and the Trust, or (b) to exercise the degree of care, diligence and skill that a reasonably prudent person
would exercise in corr►parable circumstances. Tlie duties and standard of care of the Trustees provided as
aforesaid are intended to be similar to, and not to be any greater than, those imposed on a director of a
corporation governed by the Business Cosporution.s Act (Ontario). Unless otherwise required by law, the
Trustees shall not be required to give bond, surety or security in any jurisdiction for the performance of
any duties or obligations hereunder. The Trustees shall not be required to devote their entire time to the
investments or business or affairs of the Trust.

9.5 Fees and Expenses

As part of the expenses of the Trust, the Trustees may pay or cause to be paid out of the
Trust Assets, reasonable fees, costs and expenses incurred in coruiection with the administration and
management of the Trust, including (without limitation) fees of auditors, accountants, lawyers, appraisers
and other agents, consultants and professional advisors employed by or on behalf of the Trust and the cost
of reporting or giving notices to Trust Unitholders. All costs, charges and expenses properly incurred by
the Trustees on behalf of the Trust may be payable out of the Trust Assets.

9.6 Limitations on Liability of Trustees

(a) Subject to Section 9.4, none of the Trustees, the officers or any employee or agent of the
Trust shall be liable in tort, contract or otherwise to the Trust, to any Trust Unitholder or
former Trust Unitholders (in each case whether registered or beneficial) or any other
person: (i) for any action taken in Good faith in reliance on any documents that are, prima
facie, properly executed; (ii) for any depreciation of, or loss to, the Trust incurred by
reason of the sale of any security or other property; (iii) for the loss or disposition of

monies or securities; (iv) for any action or failure to act of any other person to whom the
Trustees have delegated any of their duties under this Declaration of Trust; or {v) for any

other action or failure to act including, without limitation, the failure to eonnpel in any

way any former Trustee to redress any breach of trust or any failure by any person to

perform obligations under or delegated to it under this Declaration of Trust, or to pay

monies owed to the Trust, except for a breach of the standard of care, diligence and skill
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as set out in Section 9.4. If the Trustees have retained an appropriate expert or advisor
with respect to any matter connected with their duties under this Declaration of Trust, the
Trustees may act or refuse to act based on the advice of such expert or advisor and,
notwithstanding any provision of this Declaration of Trust, including, without limitation,
the standard of care, diligence and skill set aut in Section 9.4 hereof, the Trustees shall
not be liable for any action or refusal to act based on the advice of any such expert or
advisor which it is reasonable to conclude is within the expertise of such expert or
advisor to give.

(b) Subject to Section 9.4, none of the Tntstees, the officers or any employee or agent of the
Trust shall be subject to any liability whatsoever in tort, contract or otherwise, in
connection with Trust Assets or the affairs of the Trust, including, without limitation, in
respect of any loss or diminution in value of any Trust Assets, to the Trust or to the Trust
Unitholders ox Annuitants or to any other person for anything done or permitted or
omitted to be done by the Trustees. The Trustees shall not be subject to any personal
liability for any debts, liabilities, obligations, claims, demands, judgments, costs, charges
or expenses against or with respect to the Trust arising out of anything done or permitted
or omitted to be done in respect of the execution of the duties of the office of Trustees for
or in respect to the affairs of the Trust. No property or assets of the Trustees, owned in
their personal capacity or otherwise, will be subject to any levy, execution or other
enforcement procedure with regard to any obligations under this Declaration of Trust or
under any other related agreements. No recourse may be had or taken, directly or
indirectly, against the Trustees in their personal capacity or against any incorporator
shareholder, director, officer, employee or agent of the Trustees or any successor of the
Trustees. The Trust shall be solely liable therefor and resort shalt be had solely to the
Trust Assets for payment or performance thereof.

9.7 Indemnification of Trustees

Each Trustee, each former Trustee, each officer of the Trust and each former officer of
the Trust shall be entitled to be and shall be indemnified, held harmless and reimbursed out of the Trust
Assets in respect of any and all taxes, penalties or interest in respect of unpaid taxes or other
governmental charges imposed upon the Trustee or officer in consequence of his performance of his
duties hereunder and in respect of any and all costs, charges and expenses, including amounts paid to
settle an action or satisfy a judgment, reasonably incurred in respect of any civil, criminal or
administrative action or proceeding to which the Trustee, former Trustee, officer or former officer is
~nacle a panty by reason of being or having been a Trustee or officer of the Trust; provided that a Trustee,
former Trustee, officer or former officer shall not be indemnified out of the Trust Assets in respect of
unpaid taxes or other govenvxxental charges or in respect of such costs, charges and expenses t11at arise
out of ar as a result or in the course of his or her failure to act honestly and in good faith with a view to
the best interests of the Trust and the Trust Unitholders (or, in the case of a criminal or administrative
action or proceeding that is enforced by a monetary penalty, where such Trustee did i~ot have reasonable
grounds to believe that his or her conduct was lawful). A Trustee, former Trustee, officer or forn~er
officer stlall not be entitled to satisfy any right of indemnity or reimbursement granted herein, or
otherwise existing under law, except out of the Trust Assets, and no Trust Unitholder or other Trustee or
officer shall be personally liable to any person with respect to any claim for such indemnity or
reimbursement as aforesaid.

9.8 Contractual Obligations of the Trust

In respect of any obligations or liabilities being incurred by the Trust or the Trustees on
behalf of the Trust, the Trustees and the Trust shall make all reasonable efforts to include in any written

instrument which is, in the judgment of the Trustees, a material obligation as a specific term of such
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obligations or liabilities a contractual provision or be subject to an acknowledgement to the effect that the
obligation being created is not personally binding upon and that resort shall not be had to, nor shall
recourse or satisfaction be sought from, by way of lawsuit or otherwise, the private property of any o:f the
Trustees, Trust Unitholders, Annuitants or officers, employees or agents of the Trust, but that only
property of the Trust or a specific portion thereof shall be bound. The omission of such statement from
any such document or instrument shall not render the Trustees or the Trust Unitholders or Annuitants
liable to any person, nor shall the Trustees or the Trust Unitholders or the Aiuiuitants be liable for such
omission. If, notwithstanding this provision, the Trustees or any Trust Unitholder or Annuitant shall be
held liable to any person by reason of the omission of such statement from any such agreement,
undertaking or obligation such Trustee or Trust Unitholder or Annuitant shall be entitled to indemnity and
reimbursement out of the Trust's property to the full extent of such liability.

9.9 Conflicts of Interest

(a) A Trustee or any officer of the Trust who is a party to, or is a director or officer of or has
a material interest in any person who is a party to, a material contract or transaction or
proposed material contract or transaction with the Trust shall disclose in writing to the
Trust the nature and extent of such interest and shall not vote on any resolution to
approve the contract.

(b) The disclosure required in Section 9.9(a) must be made:

(i) at the meeting of Trustees at which the proposed matezial contract or transaction
is first considered;

(ii) if the Trustee or officer was not then materially interested in the proposed
nnaterial contract or transaction, at the first such meeting after he or she becomes
so materially interested;

(iii) if the Trustee or officer becomes materially interested after a material contract or
transaction is entered into, at t11e first meeting of Trustees after he or slie
becorx►es so materially interested; or

(iv) if a person who is materially interested in a material contract or transaction with
the Trust becomes a Trustee or officer, at the first such meeting of Trustees after
he or she assumes that capacity.

(c) Notwithstanding Section 9.9(b), where this Section 9.9 applies to any person in respect of
a material contract ox transaction or proposed material contract or transaction that, in the
ordinary course of business of the Trust, would not require approval by the Trustees or
Trust Unithoiders, such person must disclose in writing to the Trustees, or request to have
entered in the minutes of meetings of the Trustees, the nature and extent of his or her
interest forthwith after that person becomes aware of the material contract or transaction
or proposed material contract or transaction.

(d) A Trustee oi- officer referred to in this section must not vote on any resolution to approve
the material contract or transaction, unless the material contract or transaction is one
relating primarily to his or her remuneration as a Trustee or officer, one for indemnity or
insurance, or one with any Affiliate of the Trust or ogle with any F.L. Group Member.

(e) For the purposes hereof, a general notice to the Trustees by a Trustee or an officer of the
Trust disclosing that he or she is a director or officer or an individual acting in a similar
capacity of, or has a material interest in, any person and is to be regarded as interested in
any material contract made or any material transaction entered into with that person is a
sufficient disclosure of interest in relation to airy contract so made or transaction entered
into.
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(fl Where any Trustee or officer of the Trust fails to disclose his or her interest in a material
contract or transaction in accordance with the provisions hereof, the Trustees or any Trust
Unitholder, in addition to exercising any other rights or remedies in connection with such
failure exercisable at law or in equity, nnay apply to a court for an order setting aside the
material contract or transaction and directing that such Trustee or officer account to the
Trust for any profit or gain realized.

(g) Notwithstanding Section 9.9(fl hereof, a Trustee or officer of the Trust, acting honestly
and in good faith, is not accountable to the Trust or to the Trust Unitholders for any profit
or gain realized from such material contract or transaction, and such material contract or
transaction will not be void or voidable and may not be set aside, if:

(i) the material contract or transaction was reasonable and fair to the Trust at the
time it was approved;

(ii) the material contract or transaction is confirmed or approved at a meeting of
Trustees duly called for that purpose; and

(iii) the nature and extent of the Trustee's or officer's interest in such contract or
transaction is disclosed in reasonable detail in the notice calling the meeting of
the Trustees.

(h) Subject to Section 9.9(a), each Trustee, in his or her personal capacity or any other
capacity, may buy, lend upon and deal in securities of the Trust and generally nnay
contract and e~~ter into any financial transactions with the Trust without being liable to
account for any profit made thereby.

(i) Any Trustee may act as the trustee and/or administrator of any compensation plan
(inc]uding any equity related compensation plan) for directors, officers, employees or
other persons related to the Trust or any other Affiliate of the Trust, and it will not be a
conflict of interest under this Declaration of Trust for the Trustee to so act.

(j) Subject to Section 9.9(a), each Trustee, in his or her personal capacity or any other
capacity, znay buy, sell, lend upon and deal in securities of the Trust or any F.L. Group
Member and generally nay contract and enter into any transactions with the Trust or any
F.L. Group Member without being liable to account for any profit made thereby and such
contract or transaction shall be neither void nor voidable.

(k} For greater certainty, a Trustee complying with this Section 9.9 will not be subject to any
liability to the Trust or the Trust Unitholders with respect to any such material contract or
transaction as aforesaid.

(1) The provisions of this Section 9.9 shall apply to any Affiliate thereof which is a party to a
material contract or transaction or proposed material contract or transaction with the
Trust, Ana{tabs n~utandis.

9.10 Conditions Precedent

The obligation of the Trustees to commence or continue any act, action, suit or
proceeding or to represent the Trust in any action, suit or proceeding shall be conditional upon sufficient
funds being available to the Trustees from the Trust Assets to commence or continue such act, action, suit
or proceedi~ig or to represent the Trust in any action, suit or proceeding and an indemnity reasonably
satisfactory to the Trustees to protect and hold hornless the Trustees against the costs, charges and
expenses and liabilities to be incurred therein and any loss and damage they may suffer by reason thereof.
None of the provisions contained in this Declaration of Trust shall require the Trustees to expend or risk
their own funds or otherwise incur financial liability iii the performance of their duties or in the exercise
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of any of their rights or powers unless they are given an indemnity and funding satisfactory to the
Trustees, acting reasonably.

9.11 Reliance Upon Trustees and Officers

Any person dealing with the Trust in respect of any matters pertaining to the Trust Assets
and any right, title or interest in the Trust Assets or to the Trust or to securities of the Trust shall be
entitled to rely on a certificate, statutory declaration or resolution executed or certified by the Trustees or
any officer of the Trust appointed by the Trustees as to the capacity, power and authority of the Trustees
or any other person to act for and on behalf and in the name of the Trust. No person dealing with the
Trustees or officers of the Trust shall be bound to see the application of any funds or property passing into
the hands or control of the Trustees or officers of the Trust. The receipt of the Trustees or officers of the
Trust for monies ox other consideration shall be binding upon the Trust.

9.12 Execution of Instruments and Apparent Authority

(a) The Trustees shall have the power, from time to time, to appoint any Trustee or Trustees,
any officer or officers of the Trust or any other person or persons on behalf of the Trust to
sign agreements, instruments or other documents in writing and to do such acts and agree
to such things, on behalf of the Trust, as may be necessary or desirable in coruiection
therewith.

(b) No purchaser, transfer agent or other person dealing with the Trustees or with any officer
of the Trust or agent of the Trustees will be bound to make any enquiry concerning the
validity of any transaction purporting to be made by the Trustees or by such officer or
agent or make enquiry concerning, or be liable for, the applicable money or property
paid, lent or delivered to or an the order of the Trustees or such officer, employee or
agent. Any person dealing with the Trust in respect of any matters pertaining to the Trust
Assets and any right, title, or interest therein, or to the Trust or the Trust Units will be
entitled to rely on a certificate, statutory declaration or resolution executed or certified by
the Trustees as to the capacity, power and authority of the Trustees, any consultant or
agent or any other person to act for and on behalf and in the name of the Trust. No person
dealing with the Trustees or any consultant or agent of the Trust will be bound to see to
the application of any funds or property passing into the hands or control of such
Trustees, consultant or agent of the Trust. The receipt of the Trustees or of authorized
consultants or agents of the Trust, for money or other consideration, will be binding upon
the Trust.

ARTICLE 10
COMMITTEES OF TRUSTEES

10.1 Delegation

Except as prohibited by law, the Trustees may appoint from among their number one or
more committees of Trustees and may delegate to any such committee any of the powers of the Trustees,
provided that a majority of the Trustees appointed to any committee shall be Residents and provided
further that, for greater certainty, any such committee shall not take any action or engage in any activity
that the Trustees would be prohibited from taking or engaging in pursuant to the terms of this Declaration
of Trust. The Trustees shall have the power to appoint, employ or contract with any person for any matter
relating to the Trust or its assets or affairs.

-31 -



lOZ Procedure

304:

Unless otherwise determined by the Trustees, a quorum for meetings of any committee
shall be a majority of its members. Each committee shall have the power to appoint its chairman and to
delineate the duties and responsibilities of such chairman. The rules for calling (including, for greater
certainty, the giving of notice), location, holding, conducting, participating in, voting at and adjourning
meetings of the committee shall be the same as those governing meetings of the Trustees. Each member
of a corrunittee shall serve at the pleasure of the Trustees and, in any event, only so long as he shall be a
Trustee. The Trustees may fill vacancies in a committee by appointment from among their members.
Provided that a quorum is maintained, the committee may continue to exercise its powers notwithstanding
any vacancy among its members.

ARTICLE 11
AMENDMENT

11.1 Amendment

The provisions of this Declaration of Trust, except where specifically provided otherwise,
inay only be amended by the Trustees with the consent of the Trust Unitholders by Special Resolution;
provided that the provisions of this Declaration of Trust inay be amended by the Trustees at any time and
from time to tune without the consent, approval or ratification of the Trust Unitholders or any other
person:

(a) at any time for the purpose of ensuring continuing compliance with applicable laws
(including the Tax Act), regulations, requirements or poticies of any governmental
authority having jurisdiction over the Trustees or the Trust or the distribution of Units
(including ensuring that the Trust continues to qualify as a "mutual fund trust" wittlin the
meaning of the Tax Act and that the Trust Units are not disqualified for investment by
Plans);

(b) at any time for the purpose of making amendments which, in the opinion of counsel to
the Trustees, provide additional protection or added benefits for the Trust Unitholders;

(c) at any time for the purpose of removing any conflicts or inconsistencies in this
Declaration of Trust or making minor changes or corrections, including the con•ections or
rectifications of any ambiguities, defective provisions, errors, mistakes or omissio~is
which are, in the opinion of the Trustees, necessary or desirable and not prejudicial to the
Trust Unitholders; or

(d) for the purpose of:

(i) I11~IC1Ylg amendments which, in the opinion of the Trustees, are necessary oz'
desirable as a result of changes in generally accepted accounting principles
(including accounting guidelines) or taxation or other laws or the administratio~i
or enforcement thereof;

(ii) enabling the Trust to issue Trust Units for which the purchase price is payable iii
instalments; or

(iii) any purpose (except one in respect of which a Unitholder vote is specifically
otherwise required) if the Trustees are of the opinion that the amendment is not
prejudicial to Trust Unitholders and it is necessary or desirable,

but, notwithstanding the foregoing, ~zo such amendment: (i) shall be adopted which causes (A) the Trust
to fail or cease to qualify as a "mutual fund trust" under the Tax Act, or (B) the Trust Units to be
disqualified for investtnezlt by Plans; or (ii) shall (A) modify the right to one vote per Trust Unit or reduce
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the fractional undivided i~aterest in the Trust Assets represented by any Trust Unit without the consent of
the holder of such Trust Unit, or (B) reduce the percentage of votes required to be cast at a meeting of the
Trust Unitholders for the purpose of Section 1 i .l without the consent of Trust Unitholders by Special
Resolution.

11.2 No Termination

No amendment to or amendment and restatement of this Declaration of Trust, whether
pursuant to this Article 11 or otherwise, shall be construed as a termination of the Tnist and the settlement
or establishment of a new trust.

11.3 Notification of Amendment

As soon as shall be practicable after the making of any amendment pursuant to this
Article 11, the Trustees shall furnish written notification of the substance of such amendment to each
Trust Unitholder.

ARTICLE 12
MEETINGS OF TRUST UNITHOLDERS

12.1 Meetings of Trust Unitholders

(a} A meeting of the Trust Unitholders may be called at any time by the Trustees and shall be
called by the Trustees upon a written requisition of Trust Unitholders holding in the
aggregate not less than 10% of the Trust Units then outstanding, which requisition must
specify in reasonable detail the business proposed to be transacted at the meeting. The
Trust will not hold annual meetings of Trust Unitliolders.

(b) Subject to Section 12.1(c), if the T~ustecs do not within 21 days after receiving the
requisition referred to in Section 12.1(x) call a meeting, any Trust Unitholder who signed
the requisition may call the meeting in accordance with the provisions of this Article l 2.

(c} The Trustees, in their sole discretion, may deny a requisition for a meeting under the
following circumstances:

{i) it clearly appeTrs to the Trustees, acting reasonably, that the matter covered by
the requisition is submitted by the ̀ Trust Unitholders primarily for the purpose of
enforcing a personal claim or redressitlg a personal grievance against the Trust,
the Trustees, the officers of the Trust or its security holders, or primarily for the
purpose of promoting ge~leral economic, political, racial, religious, social or
similar causes;

(ii) it clearly appears to the Trustees, acting reaso~iably, that the matter covered by
the requisition does not relate in a significant way to the busiiaess or affairs of the
Trust;

(iii) the Trust, at the Trust Unitholder's request, included a matter covered by a
requisition in an information circular relating to a meeting of Trust Unitholders
held within two (2) years preceding the receipt of such request, and the Trust
Unitholder failed to present t11e matter, in person or by proxy, at the meeting;

(iv) substantially the same matter covered by the requisition was submitted to Trust
Unitholders iil an information circular (including a dissident's information

circular) relating to a meeting of Trust Ui~itholders held within two (2) years
preceding the receipt of the Trust Unitholder's request and t11e matter covered by
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the requisition did not receive more thin 40% of the total „»tuber of Tn~st Units
voted; or

(v) the rights conferred by this Section 12.1 are being abused to secure publicity.

(d) The chairperson of any meeting shall be the Chairman of the Trustees or in his absence,
any other Trustee specified by resolution of the Trustees or, in the absence of any
Trustee, any person appointed as chairperson of the meeting by the Trust Unitholders
present. ̀ The chairperson of the meeting shall appoint the Secretary of the Trust or, in the
absence of the Secretary, an individual, who need not be a Trust Unitholder, to act as
secretary of the meeting. If desired, one or more scrutineers, who need not be Trust
Unitholders, may be appointed by the chairperson.

(e) The Trustees, the officers of the Trust, the Public Accountants, Counsel and any other
person approved by the Trustees or the chairperson of the meeting or by resolution passed
by a majority of the votes cast by Trust Unitholders represented at the meeting may
attend meetings of the Trust Unitholders.

(fl To the extent that the rules and procedures For the conduct of a meeting of Trust
Unitholders are not prescribed herein, the rules and procedures shall be such reasonable
rules and procedures as are determined by the chairperson of the meeting and such rules
and procedures shall be binding upon all parties participating in the meeting.

12.2 Notice of Meetings

Notice of all meetings of Trust Unitholders shall be given by unregistered mail, postage
prepaid, addressed to each Trust Unitholder at his or her last address on the books of the Trust, mailed at
least 30 days and not more than 60 days before the meeting. Such notice shall specify the time when, and
the place where, such meeting is to be held and shall specify the nature of the business to be transacted at
such meeting in sufficient detail to pern~it a Trust Unitholder to form a reasoned judgment thereon,
together with the text of any Special Resolution, at the time of mailing of the notice, proposed to be
passed. Any adjourned meeting, other than a meeting adjourned for lack of a quorum under Section
12.8(b), may be held as adjourned without further notice. The accidental omission to give notice or the
non-receipt of such notice by a Trust Unitholder shall not invalidate any resolution passed at any such
meeting. Notwithstanding the foregoing, a meeting of Trust Unitholders may be held at any time without
notice if all the Trust Unitholders are present or represented thereat or those not so present or represented
have waived notice. Any Trust Unitholder (or a duly appointed proxy of a Trust Unitholder) may waive
any notice required to be given under the provisions of this section, and such waiver, whether given
before or af'tEV- the meeting, shall cure any default in the giving of such notice. Attendance at a meeting of
Trust Unitholders shall constitute a waiver of notice unless the Trust Unitholder or other person attends
the meeting for the express purpose of objecting to the transaction of any business on the grounds that the
meeting is not properly called_

12.3 Quoram

At any meeting of the Tiust Unitl~olders, subject as hereinafter provided, a quorum shill

consist of two (2) or more individuals present in person either holding personally or representing as

proxies not less in aggregate than ] 0% of the votes attached to all outstanding Trust Units. In the event of

such c~uorutn not being present at the appointed place nn the date for which the meeting is called within

30 minutes after the time fixed for the holding of such meeting, the meeting, if called by request of Trust
Unitholders, shall be terminated and, if otherwise called, shall stand adjourned to such day being not less
than 7 days later and to such place and time as may be appointed by the chairperson of the meeting. If at
such adjourned meeting a quorum as above defined is not present, the Trust Unitholders present either
personally or by proxy shall forn~ a quorum, and any business may be brought before or dealt with at such
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an adjourned meeting which might have been brought before or dealt with at the original meeting in
accordance with the notice calling the same.

The chairperson of any meeting at which a quorum of Trust Unitholders is present may,
with a consent of the majority of the Trust Unitholders present in person or by proxy, adjourn any such
meeting and no notice of any such adjournment need be given.

12.4 Voting Rights

Only Trust Unitholders of record on the applicable record date for voting shall be entitled
to vote. Each Trust Unit shall entitle the holder or holders of that Trust Unit to one vote on a poll vote at
any meeting of Trust Unitholders. Every question submitted to a meeting, other than a Special Resolution,
shall, unless a poll vote is demanded, be decided by a show of hands vote, on which every person present
and entitled to vote shall be entitled to one vote and unless a poll is demanded, a declaration by the
chairperson that a resolution has been carried or carried unanimously or by a particular majority, or lost or
not carried by a particular majority, shall be conclusive evidence of the fact. If a poll is demanded
concerning the election of a chairperson or an adjoununent, it shall be taken immediately upon request
and, in any other case, it shall be taken at such time as chairperson of the meeting may direct. The poll
shall be taken in such manner as the chairperson may direct. The demand for a poll shall not prevent the
continuation of a meeting for the transaction of any business other than the question on which the poll has
been demanded.

If Trust Units are held jointly by two (2) or more persons, any one (I) of them present in
person or by proxy at the meeting may vote in the absence of the other or others; but if more than one of
them is present in person or by proxy, they shall vote together with respect to the Trust Units held jointly,
provided that only one of them can vote on a show of hands, and, if they do not agree on how to exercise
any vote to which they are jointly entitled (including a vote on a show of hands), they shall, for the
purposes of the voting, be deemed not to be present. The chairperson of the meeting shall be entitled to
vote in respect of Trust Units held by the chairperson represented by the chairperson by proxy. In the case
of an equality of votes, the chairperson shall not have a casting vote and the resolution shall be deemed to
be defeated.

12.5 Proxies

Whenever the vote or consent of Trust Unitholders is required or permitted under this
Declaration of Trust, such vote or consent may be given either directly by the Trust Unitholder or by a
proxy. The instrument appointing a proxy must be in writing and either substantially in a form which may
be approved by the Trustees acting reasonably or as may be satisfactory to the chairperson of the meeting
at which it is sought to be exercised. Tlie instrument of proxy must be executed by the Trust Unitholder
giving tl~e proxy or his agent duly authorized in writing and, if given on behalf of joint holders, must be
executed by all of them and may be revoked by any of them, and, if given by a Trust Unitholder which is
a body corporate, must be executed on its behalf by a person duly authorized in writing. A.ny person may

be appointed a proxy, whether or not that person is a Trust Unitholder. The Trustees, on behalf of the

Trust, may solicit instruments of proxy from the Trust Unitholders or any of them in respect of any natter
requiring ar pei-~nitting the Trust Unitholder's vote or consent. An instrument of proxy shall be deposited

with the chairperson of the meeting before any vote is cast under its authority or at such earlier time or in

such rnaniaer as the Trustees may prescribe from time to time.

An instivment of proxy executed in compliance with the foregoing shall be valid unless

challenged at the time of or prior to its exercise and the person challenging the instrument shall have the

burden of proving, to the satisfaction of chairperson of the meeting at wtuch the instrument is proposed to

be used, that the instrument of proxy is invalid. Any decision of the chairperson of the meeting in respect
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of the validity of an instrument of proxy shall be final and binding upon all persons. An instrument of
proxy shall be valid only at the meeting with respect to which it was solicited or any adjournment thereof.

A vote cast in accordance with any proxy shall be valid notwithstanding the death,
incapacity, insolvency or bankruptcy of the Trust Unitholder giving the proxy or the revocation of the
proxy unless written notice of the death, incapacity, insolvency, bankruptcy of the Trust Unitholder or
revocation of the proxy has been received by the chairperson of the meeting prior to the time the vote is
cast.

1.2.6 Personal Representatives

Subject to the provisions of Article 13, if a Trust Unitholder is deceased, his personal
representative, upon filing with the secretary of the meeting such proof of his appointment as the
secretary considers sufficient, shall be entitled to exercise the same voting rights at any meeting of Trust
Unitholders as the Trust Unitholder would have been entitled to exercise if the Trust Unitholder were
living and for the purpose of the meeting shall be considered to be a Trust Unitholder. Subject to the
provisions of tl~e will of a deceased Trust Unitholder, if there is more than one personal representative,
the provisions of Section 12.4 relating to joint holders shall apply.

12.7 Resolutions Binding the Trustees

Trust Unitholders shall be entitled to pass resolutions that will bind the Trust and the
Trustees oily with respect to the following matters:

(a) the election or removal of a Trustee to the extent permitted by Article 8;

(b) the appointment or removal of Public Accountants as provided in Article 17;

(c) the appointment of an inspector as provided in Section 12.11;

(d) the approval of amendments of this Declaration of Trust as provided in Article 11;

(e) the amalgamation, merger, arrangement or capital reorganization of the Trust;

(~ the tern~ination or dissolution of the Trust, as provided in Section 14.2;

(g} the sale, lease, exchange or other distribution or disposition of all or substantially all of
the Trust Assets;

(h) the ratification of any Trust Unitholder rights plan, distribution reinvestment plan,
distribution reinvestment and Trust Unit purchase plan, Trust Unit option p]an or other
compensation plan contemplated by Section 5.10 requiring Trust Unitholder approval
under laws or regulations applicable to the Trust;

(i) the creation of new Classes of Units as provided in Section 9.2(w);

(j) any other matters that the Trustees may deternline or as may be properly brought before a
meeting of Trust Unitholders including any other matters required by securities law,
stock exchange rules oz other laws or regulations to be submitted to Trust Unitholders for
their approval.

Except with respect to the above matters set out in this Section ] 2.7, no action take► by
the Trust Unitliolders or any resolution of the Trust Unitholders at any meeting shall in any way bind the
Trustees. Any action taken or resolution passed in respect of any matter at a meeting of Trust Unitholders
shall be by Special Resolution, unless the contrary is otherwise expressly provided under a~ay specific
provision of this Declaration of Trust and except for the matters set out in Sections 12.7(a}, 12.7(b),
12.7(li) and, if applicable, 12.7(j) above which matters maybe dealt with by Ordinary Resolution.
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12.8 Meaning of "Special Resolution"

(a) The expression "Special Resolution" when used in this Declaration of Trust means,
suUject to tlus Article 12, a resolution proposed to be passed as a special resolution at a
meeting of Trust Unitholders (including an adjourned meeting) duly convened for that
purpose and held in accordance with the provisions of this Article at which two (2) or
more individuals present in person either holding personally or representing as proxies
not less in aggregate than 10°/o of the number of Trust Units then outstanding and passed
by the affirmative votes of the holders of more than 66 2/3% of the Trust Units
represented at the meeting and voted on a poll upon such resolution.

(b) Notwithstanding Section 12.3, if at any meeting at which a Special Resolution is
proposed to be passed the holders of 10% of the aggregate number of Trust Units
outstanding are not present in person or by proxy within 30 minutes after the time
appointed for the meeting, then the meeting, if convened by or on the requisition of Trust
Unitholders, shall be dissolved; but in any other case it shall stand adjourned to such date,
being not less than 21 nor more than 60 days later and to such place and time as may be
appointed by the chairperson of the meeting. Not less than ] 0 days prior notice shall be
given of the time and place of such adjourned meeting in the manner provided in Section
12.2. Such notice shall state that at the adjourned meeting the Trust Unitholders present
in person or Uy proxy shall form a quorum but it shall not be necessary to set forth the
purposes for which the meeting was originally called or any other particulars. At the
adjourned meeting, the Trust Unitholders present in person or by proxy shall form a
quorum and may transact the business for which the meeting was originally convened
and a resolution proposed at such adjourned meeting and passed by the requisite vote as
provided in Section 12.8(a) shall be a Special Resolution within the meaning of this
Declaration of Trust, notwithstanding that the Holders of less than 10% of the aggregate
number of Trust Units then outstanding are present in person or by proxy at such
adjourned meeting.

(c) Votes on Special Resolution shall always be given on a poll and no demand for a poll on
a Special Resolution shall be necessary.

]2.9 Meaning of "Outstanding"

Every Trust Unit issued, certified and delivered hereunder shall be deemed to be
outstanding until it shall be cancelled or delivered to the Trustees or Transfer Agent for cancellation
provided that:

(a) when a new certificate has been issued in substitution for a Trust Unit Certificate which
has been lost, stolen, mutilated or destroyed, only one of such Trust Unit Certificates
shall be counted far the purposes of determi►iin <~ the number- of Tiust Units outstanding;
and

(b) for the pwpose of any provision of this Declaration of Trust entitling holders of
outstanding Trust Units to vote, sign consents, requisitions or other instruments or take

any action under this Declaration of Trust, Tivst Units owned directly or indirectly,

legally or equitably, by the Tivst shall be disregarded.

12.10 Record Date for Voting

For the purpose of determining the Trust Unitholders who are entitled to vote or act at

any meeting or any adjournment thereof, the Trustees may tix a date not more than 60 days and not less

than 30 days prior to the date of any meeting of Trust Unitholders as a record date for the determination

of Trust Unitholders entitled to vote at such meeting or any adjournment thereof, and any Trust
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Unitholder who was a Trust Unitholder at the time so fixed shall be entitled to vote at such meeting or any
adjoununent thereof even though the Trust Unitholder has since that time disposed of his or her Trust
Units, and no Trust Unitholder becoming such after that time shall be so entitled to vote at such meeting
or any adjourrunent thereof. In the event that the Trustees do not fix a record date for any meeting of
Trust Unitholders, the record date for such meeting shall be the date upon which notice of the meeting is
given as provided under Section 12.2.

12.11 Appointment of Inspector

The Trustees shall call a meeting of Trust Unitholders upon the written request of Trust
Unitholders holding in the aggregate not less than 25% of the Trust Units then outstanding for the purpose
of considering the appointment of an inspector to investigate the performance by the Trustees of their
responsibilities and duties in respect of the Trust. The requisition must provide a reasonable explanation
regarding the necessity of such action and must specifically outline the scope of the inspector's duties and
powers. The inspector may be appointed for such purpose, at the expense of the Trust, by a resolution
approved by a majority of the votes cast at the meeting. The inspector shall have only those powers
considered necessary to perform the investigation, as specifically set out in the resolution to be voted on.
The inspector shall not be granted any powers which are inconsistent with this Declaration of Trust. The
appointment of an inspector will in no way hinder or diminish the powers vested in the Trustees in this
Declaration of Tiust and the inspector shall not, under any circumstances, have any powers to act in any
capacity as the Trustees or in the place or in the stead of the Trustees in any manner under this
Declaration of Trust.

12.12 Resolutions in Writing

Notwithstanding any other provision of this Declaration of Trust, a resolution in writing
circulated to all Trust Unitholders and executed by Trust Unitholders holding more than 50% of the
outstanding votes required to vote in favour thereof at a meeting of Trust Unitholders to approve that
resolution, if such resolution is an Ordinary Resolution, or a resolution in writing circulated to all Trust
Unitholders and executed by Trust Unitholders holding more than 66 2/3% of the outstanding votes
required to vote in favour thereof at a meeting of Trust Unitholders to approve that resolution, if such
resolution is a Special Resolution, shall be as valid and binding for all purposes of this Declaration of
Trust as if such Trust Unitholders had exercised at that time all of the voting rights to which they were
then entitled under Section 12.7 or I2.8 in favour of such resolution at a meeting of Trust Unitholders
duly called for the purpose.

12.13 Binding Effect of Resolutions

Every resolution passed in accordance with the provisions of this Declaration of Trust at
~ meeting of Trust Unitholde►•s shall be binding upon all the Trust Unitholders, whether present at or
absent frown that meeting, and each and every T'ivst Unitholder shall be bound to give effect accordingly
to every such resolution.

12.14 No Breach

Notwithstanding any other provision of this Declaration of Trust, Trust Unitholders shall
h2ve no power to effect any amendment to this Declaration of Trust which would require the Trustees to
take any action or conduct the affairs of the Trust in a manner which would constitute a breach or default
by the Trust or the Trustees under any agreement binding on, or obligation of, the Trust or the Trustees.
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If, based on the opinion of Counsel to the Trust, a Class of Units is affected by any matter
requiring the approval of Trust Unitholders in a manner which is different from units of another Class of
Units, the holders of Units of such Class shall be entitled to vote separately as a Class in respect of such
matter and, notwithstanding anything to the contrary herein contained, such matter shall not become
effective until it has been approved by the holders of Units of each Class entitled to vote thereon. If a
Class of Units is affected by any matter requiring approval and the other Class of Units is not affected by
such matter, the holders of Units of the Class so affected shall only be entitled to vote in respect of such
matter and such other Class of Units shall not be entitled to vote in respect thereof. The provisions of
Article 12 shall apply, mutatis mutandis to any meeting of the Trust Unitholders of a single Class of
Units.

ARTICLE 13
CERTIFICATES, REGISTRATION AND TRANSFER OF TRUST UNITS

13.1 Nature of Trust Units

The provisions of this Article 13 shall not in any way alter the nature of Trust Units or the
relationships of a Trust Unitholder to the Trustees and of one Trust Unitholder to another but are intended
only to facilitate the issuance of certificates evidencing the ownership of Trust Units, if desirable to issue
them to Trust Unitholders and the recording of all transactions in respect of Trust Units and Trust Unit
Certificates, whether by the Trust or other persons.

13.2 Form of Trust Unit Certificates

(a) Trust Unit Certificates shall, subject to the provisions hereof, be in such form as is
authorized from tune to time by the Trustees.

(b) If issued, Trust Unit Certific~ites are issuable only in fully registered forn~.

(c) The definitive form of the Trust Unit Certificates shall:

(i) be in the English language;

(ii) be dated as of the date of issue thereof; and

(iii) contain such distinguishing letters and numbers as the Trustees shall prescribe.

(d) In the event that the Trust Unit Certificate is tra►islated into the French language and any
provision of the Trust Unit Certificates in the French language shall be susceptible of an
interpretation different from the equivalent provision in the English language, the
interpretation of such provision in the English language shall be determinative.

(e) Eacli Trust Unit Certificate shall be signed on behalf of the Trustees. The signature of
the Trustees or any officers on behalf of the Trustees required to appear on such
certificate may be printed, lithographed or otherwise mechanically reproduced thereon
and, in such eve~lt, certificates so signed are as valid as if they had been signed manually.

(~ The Trust is riot bound to issue more than one Trust Unit Certificate in respect of Units
held jointly or in common by two (2) or more persons and delivery of a Trust Unit
Certificate to one (1) of them shall be sufficient delivery to all.

13.3 Contents of Trust Unit Certificates

(a) Until otherwise determined by ttae Trustees, each Trust Unit Certificate shall legibly set

forth on the face thereof, inter a1ia, tlae following:
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(i) the name of the Trust and the words "A trust created under the laws of the
Province of Ontario by a Declaration of Trust dated as of June ] 8`~', 2010 as may
be further amended from time to time", or words of like effect;

(ii) the name of the person to whom the Trust Unit Certificate is issued as Trust
Unitholder;

(iii} the number and Class of Trust Units represented thereby and whether or not the
Trust Units represented thereby are fully paid;

(iv) that the Trust Units represented thereby are transferable but that such transfers
are subject to restrictions set out in this Declaration of Trust;

(v) the words "The Trust Units represented by this certificate are issued upon the
tenors and subject to the conditions of the Declaration of Trust, which Declaration
of Trust is binding upon all holders of Trust Units and, by acceptance of this
certificate, the holder assents to the terms and conditions of the Declaration of
Trust. A copy of the Declaration of Trust pursuant to which this certificate and
the Trust Units represented thereby are issued may be obtained by a Trust
Unitholder on demand and without fee from the head office of the Trust", or
words of like effect; and

(vi) the words "For information as to personal liability of a Trust Unitholder, see the
reverse side of this certificate", or words of like effect.

(b) Until otherwise determined by the Trustees, each such certificate shall legibly set forth on
the reverse side thereof, inter alia, the following:

(i) "The Declaration of Trust provides that no Trust Unitholder shall be subject to
any personal liability whatsoever, in tort, contract or otherwise, to any person in
connection with the assets of the Trust or the obligations or the affairs of the
Trust and all such persons shall look solely to the assets of the Trust for
satisfaction of claims of any nature arising out of or in connection therewith and
the assets of the Trust only shall be subject to levy or execution", or words of like
effect; and

(ii) appropriate forms of notice of exercise of the right of redemption and of powers
of attorney for transferring Trust Units.

The 'I~rust Unit Certificates may be engraved, printed or lithographed, or partly in one forni and partly in
another, as the Trustees may determine.

13.4 Register of Trust Unitholders

A register may be kept at the principal corporate office of the Trust which register stzall
contain the names and addresses of the Trust Unitholders, the respective numbers and Classes of Trust
Units held Uy them, the certificate numbers of certificates representing such Trust Units and a record of
al] transfers and redemptions thereof. Branch transfer registers shall be maintained at such other offices
of the Trust as the Trustees may from time to time designate. Only Trust Unitholders whose Trust Units
grid/or Trust Unit Certificates are so recorded shall be entitled to receive distributions or to exercise or

enjoy the rights of Trust Unitholders hereunder. The Trustees shall have the right to treat the person

registered as a Trust Unitholder on the register of the Trust as the owner of such Trust U~iits for all

purposes, including, without limitation, payment of any distribution, giving notice to Trust Unitliolders

and determining the right to attend and vote at meetings of Trust Unitholders. All issuances of

Reinvestment Units shall be recorded in the register of Trust Units, whether or not Trust Unit Certificates

are issued in respect thereof.
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13.5 Limitation of Non-Resident Ownership

(a) At no time may Non-Residents be the beneficial owners of more than 49% of the Tivst
Units (on either allon-Diluted or Fully Diluted Basis).

(b) The Trustees shall have the power and authority to determine from time to time written
guidelines with respect to the form and content of a Unitholder's Declaration, the times at
which any Unitholder's Declarations are to be requested and any other relevant matters
relating to Unitholder's Declarations.

A Unitholder's Declaration shall be in the form and substance from time to time
determined by the Trustees and, without limiting the generality of the foregoing, may be
required to be in the form of a declaration in writing sworn under oath or affirmed in a
manner and in a form acceptable to the Trustees. Without limiting the generality of the
foregoing, any Unitholder's Declaration may be required to contain information with
respect to:

(i) whether the Unitholder is the beneficial owner of the applicable Units or whether
any other person is the beneficial owner of those Units; and

(ii) whether the Unitholder or any other beneficial owner of the Units is a Non-
Resident.

(c) If the Trustees become aware that the limitations on ownership set forth in Section
13.5(a) is, or may be, contravened or that such a situation is imminent, the transfer agent
or registrar shall make a public announcement thereof and shall not accept a subscription
for Trust Units from or issue or register a transfer of Trust Units to a person unless the
person provides a Unitholder's Declaration satisfactory to the Trustees that the person is
not allon-Resident and does not and will not hold Trust Units on behalf of or for the
benefit of any Non-Resident and will not be subject to the instructions or influence of any
Non-Resident with respect to the voting of any Trust Units. If, notwithstanding the
foregoing, the Trustees determine either that more than 49% of the Trust Units (on either
a Non-Diluted or Fully Diluted Basis) are held or beneficially owned by Non-Residents
the Trustees nay send a notice to those Non-Residents holding Trust Units, as applicable,
chosen in inverse order to the order of acquisition or registration or in any manner as the
Trustees may consider equitable and practicable, requiring them to sell their Trust Units
or a portion thereof within a specified period of not less than 30 days. If the Trust
Unitholders receiving such notice have not .sold the specified number of Truss Units or
provided the Trustees with Unitholders' Declarations or other satisfactory evidence
within such period that they are not Non-Residents and that they do not and will not hold
Trust Units on behalf of or for the benefit of any Non-Resident and that they are not and
will not be subject to the instructions or influence of any Non-Resident with respect to
the voting of any Trust Units, the Trustees may on behalf of such Trust Unitholders sell
such Trust Units and, in the interim, shall suspend the voting and distribution rights
attached to such Trust Units. Upon such sale, the affected Folders shall cease to be
holders of such Trust Units and their rights in respect of such Trust Units shall be limited
to receiving the net proceeds of sale upon surrender of the certificates representing such
Trust Units.

(d) Subject to Section 9.6, unless and until the Trustees shall have bee►i required to do so
under the ternls hereof, the Trustees shall not be bound to do or take any proceeding or
action with respect to this Section 13.5 by virtue of the powers conferred on them hereby.
The Trustees shall have the sole right and authority to make any determination required
or contemplated under this Section 13.5. The Trustees shall make all determinations
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necessary for the administration of the provisions of this Section 13.5 and, without
lin7iting the generality of the foregoing, if the Trustees consider that there are reasonable
grounds for believing that a contravention of the limitations on ownership set forth in
Section 13.5(a) has occurred or will occur, the Trustees shall make a determination with
respect to the matter. Any such determination shall be conclusive, final and binding
except to the extent modified by any subsequent determination by the Trustees. 7n any
situation where it is unclear whether Trust Units are held for the benefit of Non-
Residents, the Trustees may exercise their discretion in determining whether such Trust
Units are or are not so held, and any such exercise by them of their discretion shall be
binding for the purposes of this Section 13.5. Notwithstanding the foregoing, the
Trustees may delegate, in whole or in part, their power to make a determination in this
respect to any officer of the Trust.

13.b Transfer of Trust Units

(a) Subject to the provisions of this Article 13 and applicable securities laws, the Trust Units
shall be fully transferable without charge as between persons, but no transfer of Trust
Units shall be effective as against the Trustees or shall be in any way binding upon the
Trustees until the transfer has been approved by the Trustees and recorded on the
Registers.

(b) No transfer of a Trust Unit will be recognized unless such transfer is of a whole Trust
Unit, unless otherwise determined by the Trustees.

(c) Subject to the provisions of this Article ] 3, Trust Units shall be transferable on the
Registers only by the Trust Unitholders of record thereof or their executors,
administrators or other legal representatives or by their age~~ts or attorneys duly
authorized in writing, and only upon delivery to the Trust of the certificate therefor,
properly endorsed or accompanied by a duly executed instrument of transfer or power of
attorney and accorr►panied by all necessary transfer or other taxes imposed by law,
together with such evidence of the genuineness of such endorsement, execution and
authorization and other matters that may reasonably be required by the Trustees. Upon
such delivery, the transfer shall be recorded on the Registers and a new certificate for the
Trust Units shall be issued to the transferee and a new certificate for the balance of Trust
Units not transferred shall be issued to the transferor.

(d) Any person becoming entitled to any Trust U~~its as a consequence of the death,
bankruptcy or mental incompetence of any Trust Unitholder, or otherwise by operation of
law, shall be recorded as the holder of such Trust Units and shall receive, in the case of
Trust Units, a new Trust Unit Certificate therefor only upon production of evidence
satisfactory to the Trustees and delivery of the existing certificate to the Trustees, but
uzatil such record is made the Trust Unithalder of record shall continue to be and be
deemed to be the holder of such Trust Units for all purposes whether or not the Trustees
shall have actual or other notice of~ such death or other event.

(e) Tn~st Unit Certificates representing any number of Trust Units may be exchanged
without charge for Trust Unit Certificates representing an equivalent number of Trust
Units in the aggregate. Any exchange of Trust Unit Certificates may be made at the
offices of the Trust where Registers are maintained for Trust Unit Certificates pursuant to
the provisions of this Article 13. Any Trust Unit Certificates tendered for exchange shall
be surrendered to the Trustees end then sh211 be cancelled.
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13.7 Trust Units Held Jointly or in a Fiduciary Capacity

Except as herein provided, the Trustees may treat two (2) or more persons holding any
Trust Units as joint owners of the entire interest therein unless their ownership is expressly otherwise
recorded on the Register of the Trust, but no entry shall be made in the Register or on any certificate that
any person is in any other mariner entitled to any future, limited or contingent interest in any Trust Units;
provided, however, that any person recorded as a Trust Unitholder may, subject to the provisions
hereinafter contained, be described in the Register or on any certificate as a fiduciary of any kind and any
customary words may be added to t11e description of the holder to identify the nature of such fiduciary
relationship.

13.8 Performance of Trust

The Trustees, the Trust and any officers of the Trust, shall not be bound to be responsible
for or otherwise inquire into or ensure the performance of any trust, express, implied or constructive, or of
any pledge or equity to which any of the Trust Units or any interest therein are or may be subject, or to
ascertain or enquire whether any transfer of any such Trust Units or interests therein by any such Trust
Unitholder or by his or her personal representatives is authorized by such trust, pledge, or equity, or to
recognize any person as having any interest therein except for the person recorded as Trust Unitholder.

13.9 Lost Certificates

In the event that a~iy certificate for Trust Units is lost, stolen, destroyed or mutilated, the
Trustees may authorize the issuance of a new certificate for the same number of Trust Units in lieu
thereof. The Trustees may in their sole discretion, before the issuance of such new certificate, require the
owner of the lost, stolen, destroyed or mutilated certificate, or the legal representative of the owner, to
make an affidavit or statutory declaration setting forth such facts as to the loss, .then, destruction or
mutilation as the Trustees may deem necessary, to surrender any mutilated certificate and shall require the
applicant to supply to the Trust a "Lost Certificate Bond" or a similar bond in such reasonable sum as the
Trustees may direct indeirinifying the Trust for sa doing.

13.10 Death of a Trust Unitholder

Tlie death of a Trust Unitholder du~7ng the continuance of the Trust shall not terminate
the Trust or any of the mutual or respective rights and obligations created by or arising under this
Declaration of Trust nor give such Trust Unitholder's personal representatives aright to an accounting or
take any action in court or otherwise against other Trust Unitholders or the Trustees or the Trust Assets,
but shall merely entitle the personal representatives of the deceased Trust Unitholder to demand and
receive, pursuant to the provisions hereof, a new certificate for Trust Units in place of the certificate Feld

by the deceased Trust Unitholder, if any, and upon the acceptance thereof such personal representatives

shall succeed to all rights of the deceased Trust Unitholder under this Declaration of Trust.

13.11 Offer for Trust Units

(a) In this Section 13.11:

(i) "Dissenting Offeree" means, where an Offer is made for all the Trust Units, a

holder of a "I"rust Unit who does not accept t11e Offer, and includes a subsequent

holder of a Trust Unit that is the subject of the Offer;

(ii) "Offer" means an offer to acquire, directly or indirectly, outstanding Trust Units

(includi~lg securities then currently convertible, exchangeable or exercisable for

Trust Units) where, as of the date of the offer to acquire, either the Trust Units

that are the subject of the offer to acquire, together with the Offeror's Trust Units,
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constitute in the aggregate 20% or more of all outstanding Trust Units, or the
offer to acquire is made by the Trust itself;

(iii) "Offer to Acquire" includes an acceptance of an offer to sell;

(iv) "Offeror" means a person, or two (2) or more persons acting jointly or in
concert, who makes an Offer, and includes the Trust itself if the Trust makes an
Offer;

(v) "Offeror's Notice" means the notice described in Section 13.1 1(c); and

(v1) "Offeror's Units'' means Trust Units beneficially owned, or over which control
ar direction is exercised, on the date of an Offer by the Offeror or any Affiliate or
associate of the Offeror.

(b) If an Offer is made for all outstanding Trust Units (other than Trust Units held by or on
behalf of the Offeror or any Affiliate or associate of the Offeror or any person acting
jointly or in concert with the Offeror, within the meaning of the Securities Act (Ontario))
and, by such Offer, the Offeror agrees to be bound by the provisions of this Section
13.11, and:

(i) within the time provided in the Offer for its acceptance or within 120 days after
the date the Offer is made, whichever period is the longer, the Offer is accepted
by the holders of at least 90% of the outstanding Trust Units other than the
Offeror's "Trust Units; and

(ii) the Offeror has taken up and paid for the Trust Units of the Trust Unitholders
who accepted the Offer;

then:

(iii) the Offeror will be entitled to acquire, and the Dissenting Offerees will be
required to sell to the Offeror, the Trust Units held by the Dissenting Offerees on
the terms on which the Offeror acquired the Trust Units of the Trust Unitlzolders
who accepted the Offer,

provided that the Offeror complies with Section 13.1 1(c) and Section 13.1 I(e).

(c) Where an Offeror is entitled to acquire Trust Units held by a Dissenting Offeree pursuant
to Section 13.1 ] (b), and the Offeror wishes to exercise such right, the Offeror must send
by registered mail before the earlier of 60 days after the date of termination of the Offer
and 180 days following the date of the Offer a notice (the "Offeror's Notice") to each
Dissenting Offeree stating that:

(i) Trust Unitholders holding at least 90% of the outstanding Trust Units other than
the Offeror's Trust Units, have accepted the Offer;

(ii) the Offeror has taken up and paid for the Trust Units of the Trust Unitholders
who accepted the Offer;

(iii) a Dissenting Offeree must transfer his, her or its respective Trust Units to the
Offeror on the teens on which the Offeror acquired the Trust Units of the Trust
Unitholders who accepted the Offer within 21 days after the date of the sendiii~
of the Offeror's Notice; and

(iv) Dissenting Offerees must send tl~e Unit Certificates representing their respective
Trust Units to the Trust, duly endorsed for transfer, within 21 days after the date

of the sending of the Offeror's Notice.
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(d) A Dissenting Offeree to whom an Offeror's Notice is sent pursuant to Section 13.11(c),
must, within 21 days after the sending of the Offeror's Notice, as applicable, send the
Unit Certificate representing his, her or its Trust Units to the Trust, duly endorsed for
transfer, if a Unit Certificate for such Trust Units has been provided.

(e) Within 21 days after the Offeror sends an Offeror's Notice pursuant to Section 13.11(c),
the Offeror must pay or transfer to the Trustees, or to such other person as the Trustees
may direct, the cash or other consideration that the Offeror would have had to pay to the
Dissenting Offeree had they accepted the Uffer in respect of the Units that they continue
to hold.

(~ The Trustees, or the person directed by the Trustees, must hold in trust for the Dissenting
Offerees the cash or other consideration received under Section 13.11(e), but such cash or
other consideration shall not form any part of the Trust Assets. The Trustees, or such
persons, shall deposit such cash in a separate account in a Canadian chartered bank, and
shall place such other consideration in the custody of a Canadian chartered bank or
similar institution, for safekeeping.

(g) Within 30 days after the date of the sending of an Offeror's Notice pursuant to Section
13.11(c), the Trustees, if the Offeror has complied with Section 13.11(e), shall:

(i) do or cause to be done all acts and things and execute and cause to he executed
all instruments as in the opinion of the Trustees may be necessary or desirable to
cause the transfer of the Trust Units of the Dissenting Offerees to the Offeror;

(ii) send or cause to be sent to each Dissenting Offeree who has complied with
section 13.11(d) tl~e consideration to which such. Dissenting Offeree is entitled
under this section 13.1 l ;and

(iii) send or cause to be sent to each Dissenting Offeree who has not complied with
section 13.1 1(d) a notice stating that:

(iv) his Trust Units have been transferred to the Offero~~;

(v) the Trustees or some other person designated in such notice are holding in trust
the consideration for such Trust Units; and

(vi) the Trustees, or such other persona, will send the consideration to such Dissenting
Offeree as soon as practicable after receiving the certif7cate(s) representing such
Dissenting Offeree's Trust Units or such other documents as the Trustees or such
other person may require in lieu thereof;

and the Trustees are hereby appointed the agent and attorney of the Dissenting Offeree
for the purposes of giving effect to the foregoing provisions.

(h) Subject to applicable law, an Offeror cannot make an Offer for Trust Units unless,
concurrent with the communication of the Offer to any Trust Unitholder, a copy of the
Offer is provided to the Trust.

13.12 Repurchase of Trust Units

The Trust shall be entitled to purchase for cancellation at any time the whole or from time
to time any part of the outstanding Trust Units, at a price pet- Trust Unit and on a basis to be determined
by the Trustees in compliance with all applicable securities regulatory laws, regulations or policies or the
policies of any applicable stock exchange.
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A_gTirr ~ ~a

TERMINATION

14.1 Term of Trust

Subject to the other provisions of this Declaration of Trust, the Trust shall continue for a
term ending on June 18, 2040. For the purpose of terminating the Trust by such date, the Trustees shall
commence to wind-up the affairs of the Trust on such date as may be determined by the Trustees, being
not more than two (2) years prior to the end of the term of the Trust.

14.2 Termination with the Approval of Trust Unitholders

The Trust Unitholders may vote by Special Resolution to terminate the Trust at any
meeting of Trust Unitholders duly called by the Trustees for the'purpose of considering termination of the
Trust, following which the Trustees shall commence to wind up the affairs of the Trust. Such Special
Resolution may contain such directions to the Trustees as the Trust Unitholders determine, including a
direction to distribute some or all of the Trust Assets.

14.3 Procedure Upon Termination

Forthwith upon being required to connnnence 'to wind up the affairs of the Trust, the
Trustees shall give notice thereof to the Trust Unitholders, which notice shall designate the time or times
at which Trust Unitholders may surrender their Trust Units for cancellation and the date at which the
Registers shall be closed.

14.4 Powers of the Trustees Upon Termination

After the date on which the Trustees are required to commence to wind up the affairs of
the Trust, the Trustees shall undertake no activities except for tl~e purpose of winding-up the affairs of the
Trust as hereinafter provided and, for this purpose, the Trustees shall continue to be vested with and may
exercise all or any of the powers conferred upon the Trustees under this Declaration of Trust.

14.5 Sale of Investments

After the date referred to in Section 14.3, the Trustees shall proceed to wind up the affairs
of the Trust as soon as may be reaso~iably practicable and for such purpose shall, subject to any direction
to the contrary in respect of a termination authorized under Section 14.2, sell and convert into money the
Trust Assets in one transaction or in a series of transactions at public or private sales and do all other acts
appropriate to liquidate the Trust Assets, and shall in all respects act in accordance with the directions, if
any, of the Trust Unitllolders (in respect of a termination authorized u»der Section I4.2). If the Trustees
are unable to sell all or any of the Trust Assets by the date set for termination, the Trustees may, subject
to obtaining all necessary regulatory approvals, distribute the remaining securities or other assets directly
to the Trust Unitholders of each Class on a pr•v ~~crta basis with Trust Unitholders holding Units of the
same Class.

14.6 Distribution of Proceeds or Assets

After paying, retiring or discharging or making provision for the payment, retirement or
discharge of all known liabilities and obligations of the Trust and providing for indemnity against any
other outstanding liabilities and obligations, the Trustees shall, subject to obtaining all necessary
regulatory approvals, distribute the remaining part of the proceeds of the sale of Trust Assets together
with any cash forniing part of the Trust Assets among the Trust Unitholders of each Class on a pro rata

basis with Trust Unitholders holding Units of the same Class, in accordance with Section 3.1 hereof.
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14.7 Further Noticc to Trast Unitholders

In the event that less than all of the Trust Unitholders have surrendered their Trust Units
for cancellation within six (6) months after the time specified in the notice referred to in Section 14.3, the
Trustees shall give further notice to the remaining Trust Unitholders to surrender their Trust Units fox
cancellation and if, within one (1) year after the further notice, all the Trust Units shall not have been
surrendered for cancellation, such remaining Trust Units shall be deemed to be cancelled without
prejudice to the rights of the holders of such Trust Units, if applicable, to receive their pro rata share of
the remaining Trust Assets, aiad the Trustees may either take appropriate steps, or appoint an agent to take
appropriate steps, to contact such Trust Unitholders (deducting all expenses thereby incurred from the
amounts to which such Trust Unitholders are entitled as aforesaid) or, in the discretion of the Trustees,
may pay such amounts into court.

14.8 Responsibility of the Trustees after Sale and Conversion

The Trustees shall be under no obligation to invest the proceeds of any sale of
investments or other assets or cash forming part of the Trust Assets after the date referred to in Section
14.3 and, after such sale, the sole obligation of the Trustees under this Declaration of Trust shall be to
hold such proceeds or assets in trust for distribution under Section 14.6.

ARTICLE IS
SUPPLEMENTAL INDENTURES

15.1 Provision for Supplemental Indentures for Certain Purposes

The Trustees may, without approval of~ the Trust Unitholders and subject to the
provisions hereof; and shall, when so directed in accordance with the provisions hereof, execute and
deliver indentures or instruments supplemental hereto which thereafter shall form part hereof, for any one
(1) or more or all of the following purposes:

(a) modifying or amending any provisions of this Declaration of Trust in the circumstances
set forth in Section 11.1 where the Trustees may do so without the consent, approval or
ratification of the Trust Unitholders or any other person; and

(b) modifying or amendzng any provisions of this Declaration of Trust where the
modification or amendment has been approved by Ordinary Resolution o~- Special
Resolution, as the case may be, or, if required, with the consent of the holders of all of the
Trust Units,

aald any such indenture or instrument supplemental to this Declaration of Trust shall be binding on all
parties, including without limitation, all Trust Unitholders on the later of (i) the date of the execution
thereof, acid (ii) the effective date of any required approval by Trust Unitholders with respect to that
indenture or instrument.
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ARTICLE 16
GENERAL

1b.1 Notices

(a) Any notice or other document required to be given or sent to Trust Unitholders under this
Declaration of Trust shall be given or sent through ordinary post addressed to each
registered holder at his or her last address appearing on the Registers; provided that if
there is a general discontinuance of postal service due to strike, lockout or otherwise,
such notice may be given by publication twice in the Report on Business section of the
National Edition of The Globe and Mail or similar section of any other newspaper having
national circulation in Canada; provided further that if there is no newspaper having
national circulation, then by publishing twice in the business section of a newspaper in
each city where a Register is maintained. Any notice so given shall be deemed to have
been given on the day following that on which the letter or circular was posted or, in the
case of notice being given by publication, after publishing such notice twice in the
designated newspaper or newspapers. In proving notice was posted, it shall be sufficient
to prove that such letter or circular was properly addressed, stamped and posted.

(b) Any written notice or written communication given to the Trustees shall be addressed to
the Trustees at the head office of the Trust as designated pursuant to Section 2.4, and
shall be deemed to have been given on the date of delivery or, if mailed, five (5) days
from the date of mailing. If any such notice or communication shall have been mailed and
if regular mail service shall be interrupted by strikes or other irregularities, such notice or
communication shall be deemed to have been received 48 hours after 12:01 a.m. on the
day following the resumption of normal snail service, provided that during the period that
regular mail service shall be interrupted any notice or other communication shall be
given by personal delivery or by cable, telegram, telex or other means of prepaid,
transmitted or recorded commucaication.

16.2 Failure to Give Notice

The failure by the Trustees, by accident or omission or otherwise unintentionally, to give
any Trust Unitholder any notice provided for herein shall not affect the validity, effect or taking effect of
any action referred to in such notice, and the Trustees shall not be liable to any Trust Unitholdei- for any
such failure.

16.3 Joint Holders

Service of a notice or document on any oaie of several joint holders of Trust Units shall
be deemed effective service on the other joint holders.

16.4 Service of Notice

Any notice or document sent by post to or left at the address of a Trust Unitholder
pursuant to this Article shall, notwithstanding the death or bankruptcy of such Trust Unitholder, and
whether or not the Trustees have notice of such death or bankruptcy, be deemed to have been f'ulty served
and such service shall he deemed sufficient service on all persons having an interest in the Trust Units
concerned.

16.5 Agent For Service

Each Trust Unitholder appoints the Trustees as his/her agent for service in the Province
of Ontario in respect of all matters concerning and/or relating to tl~e Trust Units and authorizes and directs
the Trustees to record his/her address in the securities register as c% The Trustees: First Lea.side
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Mortgage Firnd, 430 Regional hoad #8, Rft 1 Uxbridge, Ontn~~io, L9P IRI; provided that the Purchaser
understands that the General Partner may be required by law or otherwise to disclose to regulatory
autl~ol•ities the identity of the Purchaser and agrees that such infornlation may be provided by the General
Partner if, as and when required. "'

16.6 Information Available to Trust Unitholders

Each Trust Unitholder shall have the right to obtain, on demand and without fee, from the
head office of the Trust a copy of this Declaration of Trust and any amendments thereto relating to Trust
Units and shall be entitled to inspect and, on payment of a reasonable fee therefor and after delivering to
the Trustees a statutory declaration stating the name and address of the person requiring the Trustees to
furnish the list of Trust Unitholders and, if the person is a body corporate, the address for service thereof,
and that the list will not be used except in coruiection with:

(a) an effort to influence the voting of the holders of Trust Units;

(b) an offer to acquire Trust Units; or

(c) any other matter relating to the Trust Units or the affairs of the Trust,

obtain a list of the Tiust Unitholders for the aforesaid purposes.

16.7 Fiscal Year and Taxation Year

The fiscal year and taxation year of the Trust shall end on December 31 of each year.

16.8 Financial Disclosure

The Trust will send (or make available if sending is not required by law) to Trust
Unitholders:

(a) within the time prescribed by applicable securities laws, the aru~ual financial statements
of the 'Trust prepared as at the end of each fiscal year of the Trust, together with
comparative financial statements for the preceding fiscal year, if any, and the report of
the Public Accountants thereon referred to in Section 17.4; and

(b) within the tune prescribed by applicable securities laws, unaudited quarterly financial
statements of the Trust for such fiscal quarter (other than in respect of the fourth quarter
of each fiscal year) together with comparative financial statements for the same fiscal
quarter in the preceding fiscal year, if any.

Such financial statements shall be prepared in accordance with generally accepted accounting principles
in Canada as recommended from time to time ia~ the Handbook of the Canadian Institute of Cha►~tered
Accountants; provided that such statements and the obii~ations in deliver such statements may vary from
such principles to the extent required to comply with applicable securities laws or securities regulatory
requirements or to the extent pern~itted by applicable securities regulatory authorities.

16.9 Trust Unitholder Meeting Information

Prior to each meeting of Trust Unitholders, tl~e Trustees will provide to each Trust

Unitholder, together with the notice of the meeting:

(a) a form of proxy which can be used by a Trust Unitholder to appoint a proxy, who need

not be a Trust Unitholder, to attend and act at the meeting on behalf of the Trust

Unitholder, in the manner ar~d to the extent authorized by the proxy; and
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(b) all information required by applicable law.

16.10 Taxation Information

Within 90 days from the end of each calendar year, the Trust will provide to Trust
Unitholders who received distributions from the Trust in the prior calendar year, such information
regarding the Trust required by Canadian law to be submitted to Trust Unitholders for income tax
purposes to enable Trust Unitholders to complete their tax returns in respect of the prior calendar year.

16.11 Income Tax Matters

In respect of the first taxation year of the Trust, the Trust shall elect pursuant to
Subsection 132(6.1) of the Tax Act that the Trust be deemed to be a mutual fund trust for the entire year.
The Trustees shall satisfy, perform and discharge all obligations and responsibilities of the Trustees under
the Tax Act or any similar provincial legislation and neither the Trust nor the Trustees shall be
accountable or liable to any Trust Unitholders by reason of any act or acts of the Trustees consistent with,
or which the Trustees believe in good faith to be consistent with, any such obligations or responsibilities.
The Trustees shall determine the tax deductions, allowances and credits to be claimed, and designations to
be made by the Trust in any year, and the Trustees shall claim those deductions, allowances and credits
and make those designations for the purposes of computing the income of the Trust and the amount of tax
payable, if any, by the Trust pursuant to the provisions of the Tax Act. In calculating Income of the Trust
for income tax purposes, the Trust will claim the maximum amount available to it as deductions under
applicable laws, unless the Trustees detenizine otherwise.

16.12 Protective Classification Election

Within 70 days following each Date of Closing, the Trust shall file with the United States
Internal Revenue Service a protective election on Fonn $832, effective immediately prior to the Closing,
to be classified as a partnership for United States federal income tax purposes.

16.13 Trust Records

The Trustees shall prepare and maintain, at the head office of the Trust or at any other
place in Canada designated by the Trustees, records containing: (i) the Declaration of Trust; and (ii)
minutes of meetings and resolutions of the Unitholders. The Trust shall also prepare and maintain
adequate accounting records and records containing minutes of meetings and resolutions of the Trustees
and each committee thereof Such records shall be kept at t11e 11e~d office of the Trust or at such other
place in Canada as the Trustees think fit and shall at all reasonable times be open to inspection by the
Trustees.

16.14 Consolidations

Any one (1) or more Trustees may prepare co~tsalidated copies of the Decla►-ation of
Trust as it n ay from time to time be supplemented, amended or amended and restated and may certify the
same to be a true consolidated copy of the Declaration of Trust, as supplemented, amended or amended
and restated.

ARTICLE 17
PUBLIC ACCOUNTANTS

17.] Qualification of Public Accountants

The Public Accountants shall be an independent recognized tirn~ of accountants which
has an office in Canada.
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17.2 Appointment of Public Accountants

Sloan Partner LLP Services are appointed as the Public Accountants of the Trust, to hold
that office until their resignation or removal in accordance with Section 173. The Public Accountants will
receive such remuneration as may be approved by the Trustees.

3.13 Change of Public Accountants

The Public Accountants may at any time be removed by the Trustees with the approval of
an Ordinary Resolution passed by Trust Unitholders at a meeting of Trust Unitholders duly called for the
purpose and, upon the resignation or the removal of the Public Accountants as aforesaid, new public
accountants may be appointed by an Ordinary Resolution passed by Trust Unitholders at a meeting duly
called for the purpose or, in the absence of such meeting, by the Trustees.

17.4 Review of public Accountants

The Public Accountants shall review the accounts of the Trust at least once in each year
and a report of the Public Accountants with respect to the annual financial statements of the Trust shall be
provided to each Trust Unitholder with the annual financial statements referred to in Section 16.8.

ARTICLE 18
MISCELLANEOUS

18.1 Counterparts

This Declaration of Trust may be simultaneously executed in counterparts, each of which
when executed shall be deemed to be an original, and such counterparts, together, shall constitute but one
and the same instrument, which shall be sufficiently evidenced by any such original counterparts.

18.2 Severability

If any provision of this Declaration of Trust shall be held invalid or unenforceable in any
jurisdiction, such invalidity or unenforceability shall attach only to such provision in such jurisdiction and
shall not in any manner affect or render invalid or unenforceable such provision in any other jurisdiction
or any other provision of this Declaration of Trust in any jurisdiction.

18.3 Accounting Principles

All accounting terns not specifically defined in this Declaration of Trust will be
interpreted in accordance with GAAP. Where the character or amount of any asset or liability or item of
revenue or expense or amount of equity is required to be determined, or any consolidation or other
flCCOUIltIIl~ computation is required to be made, for the purpose of this Declaration of Trust, such

detern~ination or calculation will, to the extent applicable az~d except as otherwise specified herein or as
otherwise determined by the Trustees, be made in accordance with GAAP.
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1$.4 Language

The parties hereto have required that this Declaration of Trust and all documents and
notices resulting herefrom be drawn up in English. Les parties aux pr•esentes ont e~pressement converru
que lapresente convention ainsi que toa~s les docatments et anis qui sy rattachc~nt et/ou qui en clecou/eront
soient rec~iges en anglais.

IN WITNESS WHEREOF this Trust Agreement had been executed as of the 18`x' day ot~
June, 2010.

TRUSTEE

Witness

INITIAL UNITHOLDER

W i ness

-52-

David C. Phillips

David C. Phillips
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