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First Leaside Ultimate Limited Partnership
(A Canadian Limited Partnership)

Financial Statements
(unaudited)

December 31, 2010

D>



First Leaside Ultimate Limited Partnership

Balance Sheet
(Expressed in U.S. dollars)

December 31, 2010

REES

(unaudited)
2010
Assets
Cash 900,370
Due from related parties (note 3) 1,064,708
1,965,078
Liabilities and Shareholders' Equity
Liabilities:
Accounts payable and accrued liabilities 4,000
Due to related parties (note 3) -
Partners' Equity (note 2) 1,961,078

1,965,078




First Leaside Ultimate Limited Partnership

Statement of Operations
(Expressed in U.S. dollars)

For the year ended December 31, 2010

(unaudited)
2010
Revenue
Revenue:
Interest 27,623
27,623
Expenses
Operating Expenses:
Professional fees 872,684
Administration 11,381
884,065

Net Income (Loss)

(856,442)

Say



First Leaside Ultimate Limited Partnership

Statement of Partners' Equity
(Expressed in U.S. dollars)

For the year ended December 31, 2010

Ay

(unaudited)
2010

General Limited

Partner Partners
Partners' equity, beginning of year - - -
Unit purchase loan receivable (29,980) - (29,980)
Net income (loss) (8,564) (847,877) (856,442)
Contributions 30,402 3,009,798 3,040,200
Issue costs - (150,490) (150,490)
Distributions (422) (41,788) (42,210)
Partners' equity, end of year (8,564) 1,969,643 1,961,078




First Leaside Ultimate Limited Partnership

Statement of Cash Flows
(Expressed in U.S. dollars)

For the year ended December 31, 2010

(unaudited)
2010
Cash provided by (used in):
Operating activities:
Net income (loss) (856,442)
Add back:
Change in other non-cash operating items 4,000
(852,442)
Financing activities:
Contributions, net of unit purchase loan receivable 3,010,220
Distributions (42,210)
Due to/from related parties (1,064,708)
Issue costs (150,490)
1,752,811
Increase (decrease) in cash 900,370
Cash, beginning of year -
Cash, end of year 900,370
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First Leaside Ultimate Limited Partnership

Notes to the Financial Statements
(Expressed in U.S. dollars)

Year ended December 31, 2010
(unaudited)

First Leaside Ultimate Limited Partnership (the "Limited Partnership") consists of a general partner, First Leaside Realty
II'Inc., and a number of limited partners holding partnership units. The General Partner is entitled to a 1% share of the
income of the Limited Partnership.

The Limited Partnership Agreement provides that the General Partner has unlimited liability for the debts and obligations
of the Limited Partnership. The liability of each limited partner is limited to the amount of capital contributed or agreed
to be contributed, plus the limited partner's share of undistributed income.

The Limited Partnership was formed for the purpose of financing the acquisition and/or development of residential
real estate projects and/or securities in Canada.

1. Significant Accounting Policies

(a) Basis of presentation:
These financial statements are presented in U.S. dollars and are prepared in accordance with accounting
principles generally accepted in Canada. These financial statements include only the assets, liabilities, revenue,
expenses and cash flows of the Partnership and do not include other assets, liabilities, revenue, expenses
and cash flows of the limited and general partners.

(b) Revenue recognition:
Interest and other revenue, which consists of interest income, is recorded on the accrual basis.

(¢) Income taxes

Provision has not been made for income taxes as each partner is responsible for the income taxes on its share
of the income or loss of the Partnership.

(d) Financial instruments:

The Canadian Institute of Chartered Accountants has issued Handbook sections on financial instruments that are
applicable to the Partnership for the year ended December 31, 2010. Adoption of these new sections is optional for
the Partnership. The Partnership has chosen not to adopt the new sections.

(e) Use of estimates:

The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amount revenue and expenses during the year. Actual results could differ
from those estimates.
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First Leaside Ultimate Limited Partnership

Notes to the Financial Statements
(Expressed in U.S. dollars)

Year ended December 31, 2010
(unaudited)

2. Partners' Equity

Pursuant to an offering memorandum, dated January 1, 2010 the General Partner was authorized to issue up to
15,000,000 units of the Partnership.

During 2010, the Partnership issued 3,009,798 limited partnership units for consideration of $3,009,798, of which
$30,402 (1%) were issued to the General Partner.

Included in partners' equity is $29,979.90, representing a unit purchase loan from the General Partner, which is
non-interest bearing and due on demand.

3. Related Party Balances and Transactions

Related parties are defined as those entities under common management provided by the indirect owner FLS and have
certain shareholders in common.

Except as disclosed elsewhere, related party balances include the following, which bear interest at 7% per annum and
are due on demand:

Related Party Balances 2010
Due from:
First Leaside Finance Inc. $ 1,064,709
$ 1,064,709

During the year, the following related party transactions, charged under the authority of the General Partner, were

undertaken:
Related Party Transactions 2010
Business Development Fees - FLSI $ 389,584
Promotional Fees - FLS 400,000
Commission on Equity Issue - FLSI 150,490
Accounting and Legal - FLWM 22,600
Administration and IT - FLWM 56,500
$ 1,019,174
Interest Income
First Leaside Finance Inc. $ 24,509
F.L. Securities Inc. 3,115
$ 27,623

These transactions are in the normal course of operations and are measured at the exchange amount, which is
the amount of consideration established and agreed to by the related parties.



First Leaside Ultimate Limited Partnership

Notes to the Financial Statements
(Expressed in U.S. dollars)

Year ended December 31, 2010
(unaudited)

4. Risk Management and Financial Instruments

(a) Interest rate risk:

The Partnership is exposed to interest rate risk from the fluctuation in interest rates. This risk is managed by
having fixed rates on related party balances.

(b) Credit and coilection risk:

The Partnership regularly monitors the credit risk exposure from related parties by monitoring their financial
condition in order to mitigate the likelihood that these exposures will result in actual losses.

(c) Fairvalues:

The fair market value of cash and accrued liabilities approximate their carrying values due to the relatively short-
term nature of these financial instruments.

The amount due from the related party could not be reasonably calculated as no comparable commercial terms are
obtainable.

5. Capital Management
The Partnerships' capital management objective is to maximize unitholder returns while ensuring that the Partnership is
capitalized in a manner which appropriately supports working capital needs. The Partnership’s capital management
practices are focused on preserving the quality of its financial position by maintaining a solid capital base and a strong
balance sheet. Capital of the Partnership consists of partner' equity.

The Partnership’s capital is primarily utilized in its ongoing business operations to support working capital requirements,
long-term investments made by the Partnership and other strategic objectives.

Capital Structure

The Partnership defines its capital structure to include cash and partners' equity.

Capital Structure

2010
Cash 3 (900,370)
Partners equity 1,961,078
$ 1,060,708

There are no external restrictions on the Partnership's capital.



This is Exhibit "AA" referred to in the
affidavit of Gregory MacLeod sworn
before me in the City of Toronto, in the
Province of Ontario, this 22nd day of
February, 2012.

A Commissioner F king Affidavits
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This is Exhibit "BB" referred to in the
affidavit of Gregory MacLeod sworn
before me in the City of Toronto, in the
Province of Ontario, this 22nd day of
February, 2012.

A Commissioner aking Affidavits
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October 28, 2011

Mr. David Phillips
President

First Leaside Securities Inc.
430 Durham Road #8
Suite 1100

Uxbridge, ON L9P TR1

Dear Mr. Phillips:

Ao

Re: Discretionary Early Warning Level Two Category

Please be advised that IIROC has immediately designated First Leaside Securities Inc. (FLSI) in
discretionary early warning level 2 pursuant to Rule 30, This is the direct result of the
pending Ontario Securities Commission proceeding regarding a Cease Trade Order on FLSI, a

dealer member of HIROC.

Early Warning Restrictions

In reference to IIROC Rule 30.3(iv), notice is hereby given that your firm is immediately
restricted from the following activities unless the prior written consent of the Vice-President,

Financial & Operations Compliance has been obtained:

le Reduce your firm’s capital in any manner including redemption, repurchase or

cancellation of any of its shares;

4. Reduce or repay any indebtedness which has been subordinated with the approval of
IROC;
3 Directly or indirectly make any payments by way of loan, advance, bonus, dividend,

repayment of capital or other distribution of assets to any director, officer, partner,

shareholder, related company or affiliate; or

4, Increase non-allowable assets, unless a prior binding commitment to do so exists, or
enter into any new commitments, which would have the effect of materially

increasing the non-allowable assets of your firm.

The following additional business restrictions as detailed in Rule 20.28 (subject to a request
by FLSI for a District Council Hearing within 3 business days of receipt of this notice as
detailed in Rule 20.29) will be placed on your firm effective immediately:

B FLSI will be prohibited from opening any new branch offices.
fnvestment industry Regulatory V2T Fang 5t Waest, aults 1600
Grganization of Canada Toronto, ON jSH 3T
Qrganisme canadien de Tel 415-364-6133
réglementation du commerce Far 416-364-0753

des vateurs mobilidres WA HTOC.CR



2. FLSI will be prohibited from hiring any new registered representatives or investment
representatives.
3 FLSI will be prohibited from opening any new accounts or changing in any material

respect the inventory positions of FLSI.

Early Warning Reporting Requirements
In reference to IIROC Rule 30.5, the following financial reporting requirements apply:

1. Weekly capital position reports of your firm filed electronically on SIRFF using the “Interim
RAC” function. This is a separate function apart from the MFR and can only be
electronically submitted to IIROC using SIRFF by the assigned CFO User ID.

2. The October 2011 Monthly Financial Report is required to be filed electronically on SIRFF
no later than 10 business days after month-end. This report shall continue to be filed
within 10 business days after month-end unless instructed otherwise by IIROC.

3. Any other reports or information that may be requested by IIROC at any time to further
monitor the financial condition or operations of your firm while designated in early
warning level 2.

Firm Action Required

in reference to IIROC Rule 30.5, a written acknowledgement is required signed by both the
CEO and CFO of First Leaside Securities Inc. addressed to the undersigned no later than 2
days upon receipt of this notification that the restrictions and reporting requirements noted
above apply.

The restrictions above shall continue to apply until such time as the circumstances
demonstrate, in the opinion of the Vice-President, Financial & Operations Compliance, that
the Dealer Member no longer is required to be designated as being in discretionary early
warning category. All Early Warning designations shall continue to apply until such time a
letter is issued by the Vice-President, Financial & Operations Compliance removing the
designation and rescinding any restrictions.

In reference to IIROC Rule 30.5(i), you are further advised the Dealer Member shall pay, at the
discretion of the Vice-President, Financial & Operations Compliance, the reasonable costs and
expenses of the Association incurred in connection with the administration of this Rule 30 in
respect of the Dealer Member (also refer to MR Notice 0156 dated August 1 3, 207}



ey

You are requested to send a copy of your response to your external auditor.

If you have any questions, please contact William Dines at 416-865-3041 or the undersigned.

Sincerely,

ﬁ,f"

=3

s Louis P. Piergeti
77" Vice-President, Financial & Operations Compliance

7 taf)
x"/ /iﬂ/{;’ %f E&&h‘?

.

o Brian Sutton, Chief Financial Officer, First Leaside Securities Inc.
Barbara D. Love, Vice-President & Secretary, Canadian Investor Protection Fund
John Skain, UDP, Penson Financial Services Canada Inc.
Sandy Jakab, Director, Capital Markets Regulation, BCSC
Lynn Tsutsumi, Director, Market Regulation, ASC
Lucia Cheung, Senior Advisor, Market Regulation, OSC
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FIRST LEASIDE

November 7, 2011 Goonupof Companis

Dear Investor

We are writing to all pariners and clienis of the First Leaside Group at the request of Staff of the Ontario
Securities Commission (“Commission Staff”) and Staff of the Investment Industry Regulatory Organization of
Canada ("ITIROC Staff) to provide an important update regarding our operations. It is important that you rcad
this letter.

L Introduction

Commission Staff have reviewed the financial condition of Wimberly Apartments Limited Partnership
(“WALP”) and various other First Leaside Group entities and required an independent, third party analysis of
the viability of the First Leaside Group. Grant Thornton Limited ("Grant Thomton") was retained to conduct a
review of the assets, affairs and operations of the First Leaside Group, and produced a report which was
provided to the First Leaside Group on August 19, 2011 (the “Grant Thornton Report”™).

Grant Thomton concluded. among other things, that the “future viability of the FL Group is contingent on their
ability to raise new capital.” Commission Staff advised the First Leaside Group that in their view, it is not
appropriate to use money rajsed from new mvestors o fund the operating losses, rehabilitation costs and
distributions of existing limited partnerships (“*LPs™). Accordingly, at the request of Commission Staff and
HIROC Staff, the First Leaside Group has agreed fo voluntarily stop trading units in all LPs and funds
(“Funds™) while we reconfigure our affairs,

2. WALP

(a) Property Valuations

We conducted valuations of WALP's Texas propertics. We engaged two independent valuators to value the
Texas properties: CB Richard Ellis {“CBRE™ and Joseph J. Blake and Associates Inc. (“Blake™). The
December 31, 2010 audited financial statements for WALP indicated that outstanding mortgages and
promissory notes totalled approximately USD 121.6 million. The aggregated CBRE valuations as at December
31, 2010 of the 11 properties totalled between USD 73.833 million and USD 83.035 million. The aggregated
Blake valuations as at December 31, 2010 of the 11 properties totalled USD 83.5 million. As the value of the
outstanding mortgages and promissory notes exceeded the market value of the properties by between USD
38.1 million and USD 47.765 million as at December 31, 2010, it appeared that WALP’s liabilities exceeded
the appraised value of its real estate assets.

b) >oing Concern

The auditors of WALP have expressed concern over WALP’s continued viability, and have included a going
concern note in WALP’s financial statements for 2008, 2009 and 2010. The going concern note in the 2009
and 2010 financial statements of WALP dated September 16, 2011 provides as follows:

These consolidated financial statements have been prepared on a going concern basis in
accordance with Canadian generally accepied accounting principles ("GAAP”). The going
concern basis of presentation assumes that the Partnership will continue in operation for the
foresecable future and be able to realize its assets and discharge its liabilities and
commitments in the normal course of business. There is significant doubt about the
appropriateness of the use of the going concern assumption because the Partnership does not

Legal"6857586.3
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have sufficient cash on hand © meet its obligations. which include maturities and regular
principal repayments of mortgages payable (note 4). redemptions of promissory notes payable
(note 5), amounts due to related parties (note 9). collateral requirements under derivative
contracts {note 15). obligations to reimburse First Leaside Fund (the “Fund”) for costs and
expenses (note 14(c)), other current Habilities, and funding of future operating losses. The
Partnership has been experiencing significant negative cash flows from operations over a
number of years and such negative cash flows are expected to continue as it proceeds with its
plan to rehabilitate its properties.

Management is seeking to raise additional capital to meet the Partnership’s obligations as
they become due and to provide the ongoing cash flow required fo fund the remaining costs of
its rehabilitation plan and any cash flow deficiencies from operations. No agreements with
providers of additional capital have been reached and there can be no assurance that such
agreements will be reached at terms and conditions favourable to the Partnership, or at all,

The ability of the Partnership to continue as a going concern and to realize the carrying value
of its assets and discharge its labilities when due is dependent on the ability of the
Partnership to complete the rehabilitation plan, generate positive cash flows from operations
and raise a sufficient amount of capital. under terms and conditions favourable to the
Partnership, and thereby mitigate the adverse conditions and events which raise doubt about
the validity of the going concern assumption used in preparing these consolidated financial
statements. There is no certainty that management will raise sufficient capital to permit the
Partnership to continue its operations and discharge its liabilities when due.

These consolidated financial statements do not reflect adjustments that would be necessary if
the going concern assumption was not appropriate. If the going concern basis was not
appropriate for these consolidated financial statements. then adjustments would be necessary
to the carrying value of assets and Habilities and reported revenue and expenses.

The WALP 2009 and 2010 audited financial statements were made available to all limited partners of WALP
at its most recent annual mecting of limited partners. Copies of the financial statements are available upon
request by contacting First Leaside at (905) 852-2500 or 1-866-681-9247.

©) Significance of WALP’s Financial Position

WALP has been a significant drain on the resources of the First Leaside Group. WALP needs cash to fund
operations, distributions and to rehabilitate its properties. and has required significant capital through direct
investment by First Leaside Group Funds and, in certain instances, from other First Leaside Group LPs to meet
these cash flow requirements.

3. Grant Thornton Report

(a) Background
In its report. Grant Thornton concluded. among other things. that:

The future viability of the F1. Group is contingent on their ability to raise new capital. One of
the largest sources of revenue in the FL Group is the fees it generates in FLWM on the raising
of new capital. If the FL Group was restricted from raising new capital, it would likely be
unable to continue its operations in the ordinary course. as it would have insufficient revenue
to support its infrastructure, staffing costs. distributions, and to meet their funding
requirements for existing projects.

Grant Thomton also concluded;

If Management is able to achieve the results set out in its Base Model for the period of 2011
to 2013, it projects that it will be able to meet its projected obligations for [rehabilitation]
costs, operating expenses and distributions, as they come due.

Legal*6857586.3
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(b) Aceess to the Grant Thornton Report

A link to the Grant Thornton Report is on the home page of cach of firstleaside.com, firstleasidesecurities.com
and flsecurities.com. Investors may obtain a hard copy of the Grant Thornton Report by contacting First
Leaside at (905) §52-2500 or 1-866-681-9247.

4. Corporate Governance and Financial Reporting

The Grant Thomton Report identifies significant financial reporting and corporale governance concerns,
including a failure to prepare adequate and timely financial statements. Since the Grant Thornton Report was
delivered, we have issued the 2009 and 2010 audited financial statements of WALP, have made several key
hires to bolster our financial reporting and have retained an auditor to audit the consolidated financial
statements of First Leaside Wealth Management Inc. ("FLWM™). In addition. we have been in the process of
updating our corporate governance policies and procedures and have now committed to make significant
improvements in this respect. We will continue efforts to address these concerns and will make ongoing
disclosure to all investors as this progresses.

5. Voluntary Cease Trade

On being notified by Commission Staff and HROC Staff that in their view, the First Leaside Group should not
raise money from new investors, the First Leaside Group has agreed that First Leaside Securities Inc. ("FLSTY)
and F.L. Securities Inc. (“F L. Securities™) will cease trading in securities of any LPs and Funds formed or
established by FLSI, F.L. Securities or any other member of the First Leaside Group, including trading in
securities of First Leaside Expansion LP, FLEX Fund. First Leaside Global LP and First Leaside Venture LP
and any securities of FLWM.

The cease trade will continue until terminated by Commission $taff or us on five days’ notice to the other. Of
course, Comimnission Staff and HROC Staff arc aif liberty at any time to take any action within their authority at
any stage. Any such proceeding by Commission Stafl’ will be on five days™ notice to us.

Until lifted, the cease trade will prevent us from raising new capital. The First Leaside Group is working to
have the cease trade lifted.

6. Pricing of Proprietary Securities

There have been concerns raised by HIROC Staff regarding the valuation of the 1P units at $1.00 each on client
account statements. 1IROC Staff do nof accept that these amounts accurately reflect the true market value of
the securities and, on that basis. are misleading to customers. We disagree and we have presented arguments
for consideration by IROC Stail. All client statements now indicate that the value of all LP units is “N/A”
(i.e., not available). We will continue presenting the value of the LP units on this basis until the matter is
determined otherwise.

7. FLSI ~ Early Warning

On October 28, 2011, FLSI was designated in discretionary early wamning status by HROC Staff. This means
that FLSI cannot, among other things:

- reduce the firm’s capital in any manner:
- open any new client accounts: and

- directly or indirectly make payments to any director. officer. partner. shareholder, related party or
affiliate.

l.egal6857586.3
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This designation also requires FLSI to make regular reports to HROC Staff regarding the financial state of the
firm. The early warning status will continue to be in effect until HROC Staff are of the view that it is no
longer required.

8. Engapement of Grant Thornton

The First Leaside Group has engaged Grant Thomton to act as a monitor (the “Monitor™) in respect of its
ongoing business. Among other things, the Monitor’s engagernent will include monitoring and reporting on
the financial results and cash flow, and any other matter related to the First Leaside Group which the Monitor
determines to be appropriate. The Monitor may alse critique the First Leaside Group’s implementation of
corporate governance and financial reporting improvements,  Grant Thornton will report to the First Leaside
Group. Commission Staff and HROC Staff.

This letter is being provided to you on behalt of FL WM and WALP.

Yours truly,

- e
.
e

#
David C. Phillips Doudlas Hyate
President Chairman Director

Legal*6857586.3
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November 28, 2011

Dear Investor:

Re: Stopping all Distributions

We thank you for your support during this challenging time. All of our efforts are focussed on
generating the plan to reconfigure our business so we can move forward on a basis acceptable
to the Ontario Securities Commission and the Investment Industry Regulatory Organization of
Canada and emerge from the voluntary cease trade. The Independent Committee of First
Leaside is working very hard, along with its advisors and management, to prepare a
reconfiguration plan. We believe it is in the best interest of our partners and clients to continue
to cooperate with the Regulators as we move along this path.

The Independent Committee has determined that it is prudent in these circumstances to stop all
payments to investors. It is expected that the stoppage will continue until after the completion
and implementation of the reconfiguration plan.

Accordingly, there will be no interest payments on debt securities, no distributions on limited
partnership interests or trust units and no dividends on shares until further notice. The first
payments affected by this stoppage are those due on November 30, 2011 and December 4,
2011, respectively.

The stoppage only applies to securities issued by entities within the First Leaside Group. All
non-First Leaside securities are not affected.

Sincerely,

A3 ) w( —“-‘?‘“"
A

David C. Phillips, F.C.S.1
President

430 Regional Road #8, RR 1
Uxbridge, Oniario, Canada L9P 1R1
G05-852-1430 Toll Free: 1-B88-370-9856 Fax: 905-852-0273
www.firstleaside.com
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FIRST LEASIDE

Group of Companies

IMPORTANT NOTICE TO INVESTORS IN THE FIRST LEASIDE GROUP OF COMPANIES

February 8, 2012

Dear Investor;

On November 7, 2011 you were provided with information regarding business and regulatory
challenges that were facing the First Leaside group. You received an update communication on

December 23, 2011.

At this time, First Leaside faces dwindling cash reserves, mounting obligations and a very short
timeframe for devising and implementing a solution. Plans were developed and considered, looking at
alternatives for continuing the business as well as plans to salvage as much value as possible for
investors from the existing assets. After careful consideration of the situation and consultation with
advisors, the Independent Committee of the Board of Directors of First Leaside Wealth Management
Inc. (“Independent Committee™) has recently concluded that there is too much uncertainty associated
with the options for continuing the First Leaside business. Rather than risk the remaining cash and
limited time on an effort to advance the business, the Independent Committee has also concluded that it
is in the best interests of investors to apply the remaining resources to a plan to realize maximum value

from the existing assets,

The recent conclusion of the Independent Committee is that First Leaside’s assets and cash flows are
not sufficient to support the investments that have been made in those assets. Moreover, raising
additional capital and attempting to grow the value of First Leaside’s assets to a level that might provide

a return on invested capital is not realistic for any foreseeable term, and, accordingly, not in the best

Page 1 of4
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interests of First Leaside’s investors.

Regrettably, after considering the alternatives available for First Leaside’s business and having received
advice from its external financial and legal advisors, the Independent Committee has determined that the
best route forward for First Leaside and its investors is to implement a managed wind-up of First
Leaside’s business and assets. The existing senior management team of First Leaside will not be
involved in that process, although they will be available to provide assistance as requesied by the

Independent Committee.
What Does This Mean?

As a result of the Independent Committee’s decision to oversee a managed wind-up of First Leaside’s
business, the cutrent management team at First Leaside will step aside over the next two weeks and the
company’s affairs will be run by Mr. Greg MacLeod who has been appointed as First Leaside’s Chief
Restructuring Officer, (|CRO™). The Independent Committee will continue to have over-sight of First

Leaside’s affairs.,

In order to commence the managed wind-up, First Leaside will apply for a Court supervised process
under the Companies Creditors Arrangements Act. This procedure will provide protection from legal
claims that might arise and could distract the Independent Committee and CRO from carrying out the

plan and thereby risk a further loss of investor value.

The plan will be based on value maximization strategies to be developed and carried out for each
investment property, For example, there will be some immediate sales of properties that have no
reasonable prospect of appreciating in value over the foreseeable term. Other assets are expected to be
operated as is, or refurbished with a view to a sale at higher values in the next 12 to 24 months.
Retirement homes in Ottawa present a promising opportunity if sufficient financing can be raised to

refurbish them with a view to selling those units at higher values over a longer period.

Please be advised that the company’s offices are in the process of being relocated to 33 Toronto Street
North, Uxbridge. We expect to have the offices re-established over the course of the next week.

Phone and contact numbers will remain the same.
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OSC Cease Trade Agreement

Investors will be interested in the status of the cease trade agreement that was put in place a few months
ago. At this time, there are no plans to remove the cease trade agreement and it is expected that the

OSC will keep it in place until further notice.

Unfortunately, First Leaside is not in a position to provide any liquidity to investors for their First
Leaside securities until the wind-up process has been completed. The amounts expected to be realized
through a managed wind-up will depend on a number of factors, including the performance of the
underlying assets, First Leaside’s ability to refinance certain of those assets, the amount of sale proceeds
obtained for such assets, and the outcome of any proceedings against the company. This process will

take time so investors should not expect to receive any pay-out in the near term.

The amounts to be received by an individual investor will also vary depending on the entity in which
they invested and the type of investment (debt or equity) that was made. We will be working through
the details of investor entitlements in the coming weeks and will report additional information when it is

available.
Non-First Leaside proprietary securities

Client accounts will continue to be operated normally until arrangements are made to transfer the
accounts to another institution. In the interim, clients can arrange to transfer management of their
non-First Leaside proprietary securities to an institution of their choice by making arrangements directly
with that institution. We will execute such requests as quickly as possible in the order they are

received,
Questions and Answers

This communication is the full extent of our report and information available at this time. However, in
order to provide investors with an opportunity to ask questions, we are hosting conference calls
from 12:00 noon until 1:00 p.m. on Thursday, February 9" and Monday, February 13", Dialing

instructions will be provided directly to investors,

Page 3 of 4
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We thank you:! fm your continued patlence and support.

rd // i‘i z(”"’h ; _..-‘

Greg 8. Macl.eod, ""f

Chief Restructuring Officer
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This is Exhibit "GG" referred to in the
affidavit of Gregory MaclLeod sworn
before me in the City of Toronto, in the
Province of Ontario, this 22nd day of
February, 2012.

A Commissioner For ing Affidavits




Bank Mortgages on First Leaside Properties

Exhibit “GG”

LG

Appraised Value of
Property

Mortgage
Outstanding

FMV Net of
Mortgage

FLEX Properties

Queenston Manor

$6,000,000.00

$ 3,668,198.49

$2,331,801.51

Bramtree

$4,600,000.00

$3,450,000.00

$1,150,000.00

First Leaside Progressive LP Properties

Uxbridge $2,200,00.00 $1,650,000.00 $550,000.00
Development

First Leaside Investors LP Properties

Harmony $1,850,000.00 $1,227,013.60 $622,986.40
Mill Street $1,200,000.00 $900,000 $300,000.00
First Leaside Beverages LP

King Street Property | $1,470,000.00 $1,000,000 $470,000.00
WALP Properties

Creekview N/A $5,441,780.45 N/A
Country Village N/A $4,189,689.37 N/A
Raintree N/A $3,809,418.57 N/A
Parkview N/A $3,042,158.59 N/A
Pond N/A $5,553,205.11 N/A
Shores N/A $6,512,475.80 N/A
Crossing N/A $4,004,291.79 N/A
Pointe N/A $4,734,746.11 N/A
Bluffs N/A $5,597,208.13 N/A
Preston N/A $5,540,404.87 N/A
Sedona N/A $5,000,000.00 N/A
Church St. Property N/A $300,000.00 N/A

in Sherman

Legal*7207280.2



e

UDC

First Leaside Retirement Residences LP Properties

Whiterock N/A $5,400,000.00 N/A
The N/A $25,500,000.00 N/A
Heatherwood/St.

Catharines $3,000,000.00

First Leaside Spring

Valley LP Properties

Spring Valley $775,000.00* $910,827.15 ($135,827.15)
First Leaside Venture LP

Cherry Park N/A $4 444 988.00 N/A
The Shores N/A $5,926,651.30 N/A
Orchard Valley N/A $7,408,313.61 N/A
The Birkhall N/A $515,000.00 N/A
Retirement

Residence

The Redwoods N/A $20,852,181.00 N/A
Retirement

Residences $9,187,500.00

The Palisades N/A $18,866,259.00 N/A
Retirement

Residences $8,312,500.00

Total: $175,944.810.94

* Value is the purchase price of the property, not an appraised value.

NA - Information not available

Legal*7207280.2



This is Exhibit "HH" referred to in the
affidavit of Gregory Macleod sworn
before me in the City of Toronto, in the
Province of Ontario, this 22nd day of
February, 2012.

.............. Y2
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TERM SHEET

The purpose of this Term Sheet is to express the mutual intent of the parties hereto to proceed in
good faith and as expeditiously as possible towards consummation of the proposed transaction on
such terms and conditions. This summary does not constitute the legally binding agreement of
any patty to consummate the proposed transaction on the terms and conditions contained herein.
The final and binding agreement of the parties shall be contained only in the definitive
documents. This Term Sheet is not a commitment to invest, and is conditioned on the completion
of due diligence, legal review and documentation that is satisfactory to the Investors. This Term
Sheet shall be governed in all respects by the laws of the Province of Ontario.

ISSUER: First Leaside Ventures Limited Partnership (the “Partnership”)

PURCHASER Bridge Gap Konsult Ing. or ifs nominee or assignees (the “Investor”)

ISSUE: Units of limited partnership interest in the Partnership (the “Units”)

ISSUE PRICE: $1.00 per Unit (the “Issue Price”).

AMOUNT: Aggregate gross proceeds of $30,000,000 (the “Investment”), the Investment to

be made on a best efforts basis, based on the ability of the Investor to raise capital
in Germany pursuant to an offering (the “Offering”) to be filed with
Bundesanstalt filr Finanzdienstleistungsaufsicht (“BaFin™)

CLOSING DATE: Payment for and delivery of the Units is to occur in tranches to be determined by
the parties based on the Investor’s raising of capital pursuant to the Offering.

TERMS AND CONDITIONS OF The closing for the purchase of the Units will be conditioned upon:

CLOSING: "

1. Completion of due diligence to the satisfaction of the Investor in its sole
discretion.

2. The Investor shall facilitate a bridge loan in the amount of $10,000,000 on or
before March 31, 2012 (the “Bridge Loan").

3. The Investor or one of its affiliates shall file an offering document with Bafin
within 90 days of the execution of this Term Sheet the Investor will file an
offering document with Bafin

3. The Parties shall obtain all necessary approvals, including consent of securities
regulators under a cease trade agresment and court approval in proceedings
commenced under the Companies’ Creditors Arrangements Act.

4, The Investor or one of it’s affiliates will make an exempt exchange offer to the
existing limited partners of the Partnership (there are approximately 20
individuals holding a total of approximately 5,000,000 units of the Partnership)
(the “Limited Partners”) the consideration for which is to be determined by the
parties (the ‘Exchange”), to be completed prior to the Investment.

5, The Investor and the Partnership shall enter into subscription agreements prior to
each purchase of Units of the Partnership (“Subscription Agreements”);

6. The Partnership will not issue any special warrants, units of any class, or
financial instruments convertible or exchangeable into units of any class prior to
the Investment.

7. The current general partner of the Partnership may be replaced.

USE OF PROCEEDS:  The proceeds will be used approximately as follows:

1) The Bridge Loan will be used as follows approximately:

@) Four Million Five Hundred Thousand dollars ($4,500,000)
will be paid to Kingsett Mortgage Corporation as payment




of a mortgage obligation now past due;
(ii) Five Million Dollars ($5,000,000) will be used for working

capital and the Partnership’s closing costs, including the
payment of existing contractor liabilities (approx. 1.5
miilion) and fund the capital expenditure program of the
retirement homes located in the Okanagan region of British
Columbia; and

- (iii) Five Hundred Thousand Dollars ($500,000) are the
anticipated cost reimbursement to First Leaside as a result
of fees incurred from the financing.

2) Management will provide the Investor with an summary of the use of proceeds
prior to the purchase of each tranche of Units.

POST CLOSING MATTERS:  The Investor and the Partnership will enter into non-exclusive negotiations for a
further investment by the Tnvestor in a limited partnership that is an affiliate of
the Partnership, PrimeTime Living Limited Partnership, in the amount of
approximately Twenty-Five Million Dollars ($25,000,000).

This Term Sheet may be executed in any number of counterparts, each of which shall be
an original, but all of which together shall constitute one instrument.

FIRST LEASIDE VENTURE LIMITED PARTNERSHIP
by its GeneralPartner First Leagide Realty II Inc.

Greg MacLeod, CHiéf Restructuring Officer

vl

/ ACKNOWLEDGED: this the 15" day of February, 2012

BRIDGE GAP KONSULT INC.

Per: m— ‘—g_.%

David Crombie, Chairman

I~
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Court File No. CV-12-9617-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. ) THURSDAY, THE 23RD

)
JUSTICE DAVID M. BROWN ) DAY OF FEBRUARY, 2012

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty Il 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. (each,
an “Applicant” and collectively, the "Applicant")

INITIAL ORDER

THIS APPLICATION, made by the Applicant, pursuant to the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") was heard
this day at 330 University Avenue, Toronto, Ontario.

Legal*7197362.6
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ON READING the affidavit of Gregory MacLeod sworn February 22, 2012 (the
“‘MacLeod Affidavit”) and the Exhibits thereto, and the Pre-filing Report of Grant
Thornton Limited as the Proposed Monitor, and on hearing the submissions of counsel
for the Applicant, the proposed Monitor, the proposed Representative Counsel, the
Ontario Securities Commission, the Investment Industry Regulatory Organization of
Canada, the Toronto-Dominion Bank, the Canadian Imperial Bank of Commerce, and
KingSett Capital, no one appearing for ® although duly served as appears from the
affidavit of service of Patricia Hoogenband sworn February 22, 2012 and on reading the

consent of Grant Thornton Limited to act as the Monitor,
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and
the Application Record is hereby abridged and validated so that this Application is
properly returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to
which the CCAA applies. Although not an Applicant, the limited partnerships listed in
Schedule “A” to this Order (the “LPs”) shall enjoy the benefits of and the protections
provided to the Applicant by this Order. (The Applicant and the LPs are hereinafter

referred to collectively as “First Leaside”.)

2. THIS COURT ORDERS that the terms of this order shall not apply to the
following limited partnerships (collectively, the “Excluded LPs”):

(a) First Leaside Retirement Residences (Ottawa) Limited Partnership
(b) First Leaside Retirement Residences (Okanagan) Limited Partnership
(c)  Cherry Park Retirement Residences Limited Partnership

(d) Orchard Valley Retirement Residences Limited Partnership

()  The Shores Retirement Residences Limited Partnership
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() The Redwood Retirement Residences Limited Partnership
(9) 100 Isabella St. (Ottawa) Limited Partnership and
(h) 480 Metcalfe St. (Ottawa) Limited Partnership.

4. THIS COURT ORDERS that the provisions of this order shall 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 or holds property on behalf of the Excluded
LPs.

5. THIS COURT ORDERS that the Applicant is at liberty, at any time, to seek an
order extending the scope of these proceedings and the provisions of this order to
include the Excluded LPs.

PLAN OF ARRANGEMENT

6. THIS COURT ORDERS that First Leaside shall have the authority to file and
may, subject to further order of this Court, file with this Court a plan or plans of

compromise or arrangement (hereinafter referred to as the "Plan").
POSSESSION OF PROPERTY AND OPERATIONS

x. THIS COURT ORDERS that First Leaside shall remain in possession and control
of its current and future assets, undertakings and properties of every nature and kind
whatsoever, and wherever situate including all proceeds thereof (the "Property").
Subject to further Order of this Court, First Leaside shall continue to carry on its
business in a manner consistent with the preservation of its business (the "Business")
and Property. The Applicant shall be authorized and empowered to continue to retain
and employ the employees, consultants, agents, experts, accountants, counsel and
such other persons (collectively "Assistants") currently retained or employed by it, with
liberty to retain such further Assistants as it deems reasonably necessary or desirable in

the ordinary course of business or for the carrying out of the terms of this Order.

8. THIS COURT ORDERS that First Leaside shall be entitled to implement a central

cash management system as described in the MacLeod Affidavit or replace it with
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another substantially similar central cash management system (the "Cash Management
System") and that any present or future bank providing the Cash Management System
shall not be under any obligation whatsoever to inquire into the propriety, validity or
legality of any transfer, payment, collection or other action taken under the Cash
Management System, or as to the use or application by First Leaside of funds
transferred, paid, collected or otherwise dealt with in the Cash Management System,
shall be entitled to provide the Cash Management System without any liability in respect
thereof to any Person (as hereinafter defined) other than First Leaside, pursuant to the
terms of the documentation applicable to the Cash Management System, and shall be,
in its capacity as provider of the Cash Management System, an unaffected creditor
under the Plan with regard to any claims or expenses it may suffer or incur in
connection with the provision of the Cash Management System. The bank accounts of

First Leaside Securities Inc. shall not form part of the Cash Management System.

9. THIS COURT ORDERS that First Leaside shall be entitled but not required to

pay the following expenses whether incurred prior to or after this Order:

(a) all outstanding and future wages, salaries, employee and pension benefits,
vacation pay and expenses payable on or after the date of this Order, in each
case incurred in the ordinary course of business and consistent with existing

compensation policies and arrangements; and

(b)  the fees and disbursements of any Assistants retained or employed by First

Leaside in respect of these proceedings, at their standard rates and charges.

10. THIS COURT ORDERS that, except as otherwise provided to the contrary
herein, First Leaside shall be entitled but not required to pay all reasonable expenses
incurred by First Leaside in carrying on the Business in the ordinary course after this
Order, and in carrying out the provisions of this Order, which expenses shall include,

without limitation:

(a) all expenses and capital expenditures reasonably necessary for the

preservation of the Property or the Business including, without limitation,
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payments on account of insurance (including directors and officers

insurance), maintenance and security services;

(b) payment for goods or services actually supplied to First Leaside following the
date of this Order; and

(c) payments of principal and interest in respect of real property mortgages.

11.  THIS COURT ORDERS that First Leaside shall remit, in accordance with legal

requirements, or pay:

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada
or of any Province thereof or any other taxation authority which are required
to be deducted from employees' wages, including, without limitation, amounts
in respect of (i) employment insurance, (iiy Canada Pension Plan, (iii) Quebec

Pension Plan, and (iv) income taxes;

(b) all goods and services or other applicable sales taxes (collectively, "Sales
Taxes") required to be remitted by First Leaside in connection with the sale of
goods and services by First Leaside, but only where such Sales Taxes are
accrued or collected after the date of this Order, or where such Sales Taxes
were accrued or collected prior to the date of this Order but not required to be

remitted until on or after the date of this Order, and

(c) any amount payable to the Crown in right of Canada or of any Province
thereof or any political subdivision thereof or any other taxation authority in
respect of municipal realty, municipal business or other taxes, assessments
or levies of any nature or kind which are entitled at law to be paid in priority to
claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by First Leaside.

12.  THIS COURT ORDERS that until a real property lease is disclaimed in
accordance with the CCAA, First Leaside shall pay all amounts constituting rent or
payable as rent under real property leases (including, for greater certainty, common

area maintenance charges, utilities and realty taxes and any other amounts payable to
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the landlord under the lease) or as otherwise may be negotiated between First Leaside
and the landlord from time to time ("Rent"), for the period commencing from and
including the date of this Order, in equal monthly payments on the first day of each
month, in advance (but not in arrears). On the date of the first of such payments, any
Rent relating to the period commencing from and including the date of this Order shall
also be paid.

13.  THIS COURT ORDERS that, except as specifically permitted herein, First

Leaside is hereby directed, until further Order of this Court: (a) to make no payments of
principal, interest thereon or otherwise on account of amounts owing by First Leaside to
any of its creditors as of this date; (b) to grant no security interests, trust, liens, charges
or encumbrances upon or in respect of any of its Property; and (c) to not grant credit or

incur liabilities except in the ordinary course of the Business.

RESTRUCTURING

14. THIS COURT ORDERS that First Leaside shall, subject to such requirements as
are imposed by the CCAA, have the right to:

(@) permanently or temporarily cease, downsize or shut down any of its business
or operations, and to dispose of redundant or non-material assets not

exceeding $50,000 in any one transaction or $250,000 in the aggregate;

(b) terminate the employment of such of its employees or temporarily lay off such

of its employees as it deems appropriate;

(c) pursue all avenues of refinancing of its Business or Property, in whole or part,
subject to prior approval of this Court being obtained before any material

refinancing; and

(d) pursue all avenues for the potential sale of the Business or Property, in whole

or part, subject to further approval of such sale by this Court,

all of the foregoing to permit First Leaside to proceed with an orderly restructuring of the

Business (the "Restructuring").
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15. THIS COURT ORDERS that First Leaside shall provide each of the relevant
landlords with notice of First Leaside’s intention to remove any fixtures from any leased
premises at least seven (7) days prior to the date of the intended removal. The relevant
landlord shall be entitled to have a representative present in the leased premises to
observe such removal and, if the landlord disputes First Leaside’s entitlement to remove
any such fixture under the provisions of the lease, such fixture shall remain on the
premises and shall be dealt with as agreed between any applicable secured creditors,
such landlord and First Leaside, or by further Order of this Court upon application by
First Leaside on at least two (2) days notice to such landlord and any such secured
creditors. If First Leaside disclaims the lease governing such leased premises in
accordance with Section 32 of the CCAA, it shall not be required to pay Rent under
such lease pending resolution of any such dispute (other than Rent payable for the
notice period provided for in Section 32(5) of the CCAA), and the disclaimer of the lease

shall be without prejudice to First Leaside's claim to the fixtures in dispute.

16. THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to
Section 32 of the CCAA, then (a) during the notice period prior to the effective time of
the disclaimer, the landlord may show the affected leased premises to prospective
tenants during normal business hours, on giving First Leaside and the Monitor 24 hours'
prior written notice, and (b) at the effective time of the disclaimer, the relevant landlord
shall be entitled to take possession of any such leased premises without waiver of or
prejudice to any claims or rights such landlord may have against First Leaside in
respect of such lease or leased premises and such landlord shall be entitled to notify
First Leaside of the basis on which it is taking possession and to gain possession of and
re-lease such leased premises to any third party or parties on such terms as such
landlord considers advisable, provided that nothing herein shall relieve such landiord of

its obligation to mitigate any damages claimed in connection therewith.
NO PROCEEDINGS AGAINST FIRST LEASIDE OR THE PROPERTY

17.  THIS COURT ORDERS that until and including March 23, 2012, or such later
date as this Court may order (the "Stay Period"), no proceeding or enforcement process

in any court or tribunal (each, a "Proceeding") shall be commenced or continued against
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or in respect of First Leaside or the Monitor, or affecting the Business or the Property,
except with the written consent of First Leaside and the Monitor, or with leave of this
Court, and any and all Proceedings currently under way against or in respect of First
Leaside or affecting the Business or the Property are hereby stayed and suspended
pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

18.  THIS COURT ORDERS that during the Stay Period, all rights and remedies of
any individual, firm, corporation, governmental body or agency, or any other entities (all
of the foregoing, collectively being "Persons" and each being a "Person") against or in
respect of First Leaside or the Monitor, or affecting the Business or the Property, are
hereby stayed and suspended except with the written consent of First Leaside and the
Monitor, or leave of this Court, provided that nothing in this Order shall (i) empower First
Leaside to carry on any business which First Leaside is not lawfully entitled to carry on,
(ii) affect such investigations, actions, suits or proceedings by a regulatory body as are
permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any registration to

preserve or perfect a security interest, or (iv) prevent the registration of a claim for lien.
NO INTERFERENCE WITH RIGHTS

19.  THIS COURT ORDERS that during the Stay Period, no Person shall discontinue,
fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right,
renewal right, contract, agreement, licence or permit in favour of or held by First
Leaside, except with the written consent of First Leaside and the Monitor, or leave of
this Court.

CONTINUATION OF SERVICES

20. THIS COURT ORDERS that during the Stay Period, all Persons having oral or
written agreements with First Leaside or statutory or regulatory mandates for the supply
of goods and/or services, including without limitation all computer software,
communication and other data services, centralized banking services, payroll services,
insurance, transportation services, utility or other services to the Business or First

Leaside, are hereby restrained until further Order of this Court from discontinuing,
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altering, interfering with or terminating the supply of such goods or services as may be
required by First Leaside, and that First Leaside shall be entitled to the continued use of
its current premises, telephone numbers, facsimile numbers, internet addresses and
domain names, provided in each case that the normal prices or charges for all such
goods or services received after the date of this Order are paid by First Leaside in
accordance with normal payment practices of First Leaside or such other practices as
may be agreed upon by the supplier or service provider and each of First Leaside and
the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

21. THIS COURT ORDERS that, notwithstanding anything else in this Order, no
Person shall be prohibited from requiring immediate payment for goods, services, use of
lease or licensed property or other valuable consideration provided on or after the date
of this Order, nor shall any Person be under any obligation on or after the date of this
Order to advance or re-advance any monies or otherwise extend any credit to First
Leaside. Nothing in this Order shall derogate from the rights conferred and obligations
imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

22. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued
against any of the former, current or future directors or officers of First Leaside with
respect to any claim against the directors or officers that arose before the date hereof
and that relates to any obligations of First Leaside whereby the directors or officers are
alleged under any law to be liable in their capacity as directors or officers for the
payment or performance of such obligations, until a compromise or arrangement in
respect of First Leaside, if one is filed, is sanctioned by this Court or is refused by the

creditors of First Leaside or this Court.
CHIEF RESTRUCTURING OFFICER

23. THIS COURT ORDERS that the appointment of G.S. MaclLeod & Associates Inc.

as chief restructuring officer of First Leaside (the “CRO") is hereby confirmed and
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approved and the CRO is hereby authorized and empowered to operate and manage

the affairs of First Leaside during the pendency of these CCAA proceedings.

24,  THIS COURT ORDERS that the CRO shall be paid its fees and disbursements
(the “CRO Fees”) in accordance with the CRO’s engagement letter with First Leaside
dated December 21, 2011.

25. THIS COURT ORDERS that the CRO and its officers, directors, employees,
servants the Monitor shall incur no liability or obligation as a result of their appointment
or the carrying out of the provisions of this Order, save and except for any gross

negligence or wilful misconduct on their part.
TRANSFER OF CLIENT ACCOUNTS

26. THIS COURT ORDERS that, to the extent that any client (‘FLSI Client”) of First
Leaside Securities Inc. (“FLSI”) holds a “security” as defined in section 253 of the
Bankruptcy and Insolvency Act and/or cash in an account or accounts with Penson
Financial Services Canada Inc. (each, a “Client Account”), such FLSI Client shall
immediately have the right to transfer any such security or cash or the entire Client
Account with Penson Financial Services Canada Inc. to another licensed securities

dealer (an “FLSI Client Account Transfer”).

27. THIS COURT ORDERS that FLSI and Penson Financial Services Canada Inc.
shall take all reasonable steps to facilitate an FLSI Client Account Transfer.

DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

28. 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 extent
that, with respect to any officer or director, the obligation or liability was incurred as a

result of the director's or officer's gross negligence or wilful misconduct.

29. THIS COURT ORDERS that the directors and officers of the Applicant shall be

entitled to the benefit of and are hereby granted a charge (the "Directors’ Charge") on
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the Property, which charge shall not exceed an aggregate amount of $250,000, as
security for the indemnity provided in paragraph 28 of this Order as well as the fees and
disbursements of counsel to the Independent Committee of the Board of Directors
(“Independent Committee Counsel”) to the extent that such fees and disbursements
relate to services provided to the Applicant. The Directors’ Charge shall have the
priority set out in paragraphs 48 and 50 herein. The Applicant is hereby authorized and
directed to pay a $50,000 retainer to Independent Committee Counsel.

30. THIS COURT ORDERS that, notwithstanding any language in any applicable
insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or
claim the benefit of the Directors' Charge, and (b) the Applicant's directors and officers
shall only be entitled to the benefit of the Directors' Charge to the extent that they do not
have coverage under any directors' and officers' insurance policy, or to the extent that

such coverage is insufficient to pay amounts indemnified in accordance with paragraph
28 of this Order.

APPOINTMENT OF MONITOR

31.  THIS COURT ORDERS that Grant Thornton Limited is hereby appointed
pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business
and financial affairs of First Leaside with the powers and obligations set out in the
CCAA or set forth herein and that First Leaside and its shareholders, officers, directors,
and Assistants shall advise the Monitor of all material steps taken by First Leaside
pursuant to this Order, and shall co-operate fully with the Monitor in the exercise of its
powers and discharge of its obligations and provide the Monitor with the assistance that

is necessary to enable the Monitor to adequately carry out the Monitor's functions.

32. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:
(a) monitor First Leaside's receipts and disbursements;

(b)  report to this Court at such times and intervals as the Monitor may deem
appropriate with respect to matters relating to the Property, the Business, and

such other matters as may be relevant to the proceedings herein;
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33,

LB
advise First Leaside in its preparation of First Leaside's cash flow statements;

advise and assist First Leaside concerning the potential sale of the Property

and an orderly wind-down of the Business;

advise First Leaside in its development of the Plan and any amendments to
the Plan;

assist First Leaside, to the extent required by First Leaside, with the holding
and administering of creditors’ or shareholders’ meetings for voting on the

Plan;

have full and complete access to the Property, including the premises, books,
records, data, including data in electronic form, and other financial documents
of First Leaside, to the extent that is necessary to adequately assess First
Leaside's business and financial affairs or to perform its duties arising under
this Order;

be at liberty to engage independent legal counsel or such other persons as
the Monitor deems necessary or advisable respecting the exercise of its

powers and performance of its obligations under this Order;

perform such other duties as are required by this Order or by this Court from

time to time; and

consult with and assist First Leaside in its negotiations and discussions with

investors, creditors, and other stakeholders.

THIS COURT ORDERS that the Monitor shall not take possession of the

Property and shall take no part whatsoever in the management or supervision of the

management of the Business and shall not, by fulfilling its obligations hereunder, be

deemed to have taken or maintained possession or control of the Business or Property,

or any part thereof.

34.

THIS COURT ORDERS that nothing herein contained shall require the Monitor to

occupy or to take control, care, charge, possession or management (separately and/or
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collectively, "Possession") of any of the Property that might be environmentally
contaminated, might be a pollutant or a contaminant, or might cause or contribute to a
spill, discharge, release or deposit of a substance contrary to any federal, provincial or
other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other
contamination including, without limitation, the Canadian Environmental Protection Act,
the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the
Ontario Occupational Health and Safety Act and regulations thereunder (the
"Environmental Legislation"), provided however that nothing herein shall exempt the
Monitor from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Monitor shall not, as a result of this Order or anything
done in pursuance of the Monitor's duties and powers under this Order, be deemed to
be in Possession of any of the Property within the meaning of any Environmental

Legislation, unless it is actually in possession.

35. THIS COURT ORDERS that the Monitor shall provide any creditor of First
Leaside with information provided by First Leaside in response to reasonable requests
for information made in writing by such creditor addressed to the Monitor. The Monitor
shall not have any responsibility or liability with respect to the information disseminated
by it pursuant to this paragraph. In the case of information that the Monitor has been
advised by First Leaside is confidential, the Monitor shall not provide such information to
creditors unless otherwise directed by this Court or on such terms as the Monitor and

First Leaside may agree.

36. THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability
or obligation as a result of its appointment or the carrying out of the provisions of this
Order, save and except for any gross negligence or wilful misconduct on its part.
Nothing in this Order shall derogate from the protections afforded the Monitor by the
CCAA or any applicable legislation.

37. THIS COURT ORDERS that the Monitor, counsel to the Monitor, and counsel to

First Leaside shall be paid their reasonable fees and disbursements, in each case at

Legal*7197362.6

U\)

LI



their standard rates and charges, by First Leaside as part of the costs of these
proceedings. First Leaside is hereby authorized and directed to pay the accounts of the
Monitor, counsel for the Monitor and counsel for First Leaside on a bi-weekly basis and,
in addition, First Leaside is hereby authorized to pay retainers of $150,000 to the
Monitor, $100,000 to counsel to the Monitor, and $150,000 to counsel to First Leaside,
to be held by each of them as security for payment of their respective fees and

disbursements outstanding from time to time.

38. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their
accounts from time to time, and for this purpose the accounts of the Monitor and its
legal counsel are hereby referred to a judge of the Commercial List of the Ontario
Superior Court of Justice.

39.  THIS COURT ORDERS that the Monitor, counsel to the Monitor, First Leaside’s
counsel, and Representative Counsel (defined below) shall be entitled to the benefit of
and are hereby granted a charge (the "Administration Charge") on the Property, which
charge shall not exceed an aggregate amount of $1,000,000, as security for their
professional fees and disbursements incurred at the standard rates and charges of the
Monitor and such counsel, both before and after the making of this Order in respect of
these proceedings. The Administration Charge shall have the priority set out in
paragraphs 48 and 50 hereof.

APPOINTMENT OF REPRESENTATIVE COUNSEL

40. 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 First Leaside Securities Inc.(the “Clients”), unless and until written
notice is provided by a particular Client to Representative Counsel that such Client does
not wish to be represented by Representative Counsel.

41. THIS COURT ORDERS that First Leaside shall provide to Representative
Counsel the last known e-mail addresses (to the extent available) or other available
contact information for each Client and, within ten days of the date of this Order,

Representative Counsel shall provide the Clients with a copy of this Order, which shall
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constitute sufficient notice to Clients of this Order and the appointment of
Representative Counsel and such step shall relieve the Monitor of its duty to provide
notice to such Clients under section 23 of the CCAA.

42.  THIS COURT ORDERS that Representative Counsel shall be paid its reasonable
fees and disbursements by First Leaside, up to an initial maximum amount of $150,000
(the “Representative Counsel Allowance”) with any subsequent increases to the
Representative Counsel Allowance being determined by further Order of this Court.
Representative Counsel shall be paid by First Leaside in a timely manner for fulfilling its
mandate in accordance with this Order, upon the provision of invoices to First Leaside,
subject to such redactions to the invoices as are necessary to maintain solicitor-client

privilege between Representative Counsel and the Clients.

43. THIS COURT ORDERS that First Leaside shall pay to Representative Counsel a
retainer of $25,000 to be held by it as security for payment of its fees and

disbursements outstanding from time to time.

44.  THIS COURT ORDERS that Representative Counsel is hereby authorized to

take all steps and do all acts necessary or desirable to carry out the terms of this Order.

45. THIS COURT ORDERS that Representative Counsel shall be at liberty, and is
hereby authorized, at any time, to apply to this Court for advice and directions in respect
of its appointment or the fulfillment of its duties in carrying out the provisions of this
Order or any variation of the powers and duties of Representative Counsel, which shall
be brought on notice to First Leaside, the Monitor, and other interested parties, unless
the Court orders otherwise.

46. THIS COURT ORDERS that Representative Counsel shall have no personal
liability or obligations as a result of the performance of its duties in carrying out the
provisions of this Order, save and except for liability arising out of gross negligence or
wilful misconduct.

47. THIS COURT ORDERS that no action or other proceeding may be commenced
against Representative Counsel in respect of the performance of its duties under this

Order without leave of the Court on seven days’ notice to Representative Counsel.
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VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

48. THIS COURT ORDERS that the priorities of the Directors’ Charge and the

Administration Charge, as between them, shall be as follows:
First — Administration Charge (to the maximum amount of $1,000,000);
Second - Directors’ Charge (to the maximum amount of $250,000).

49. THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge or the Administration Charge (collectively, the "Charges") shall not be required,
and that the Charges shall be valid and enforceable for all purposes, including as
against any right, title or interest filed, registered, recorded or perfected subsequent to
the Charges coming into existence, notwithstanding any such failure to file, register,

record or perfect.

50.  THIS COURT ORDERS that each of the Directors’ Charge and the
Administration Charge (all as constituted and defined herein) shall constitute a charge
on the Property and such Charges shall rank in priority to all other security interests,
trusts, liens, charges and encumbrances, claims of secured creditors, statutory or
otherwise (collectively, "Encumbrances") in favour of any Person, provided, however,
that

(@)  the Directors’ Charge shall not attach to any monies or other Property of First
Leaside Securities Inc.(“FLSI Property”) including, without limitation, property
which constitutes “risk adjusted capital” plus the $250,000 “minimum capital
requirement” in accordance with applicable securities laws and regulations

(“‘Regulatory Capital”); and

(b)  the Administration Charge shall not attach to the FLSI Property in an amount
exceeding the lesser of (A) $1 million and (B) the portion of costs secured by
the Administration Charge which are attributable to, or for the benefit of, FLSI.

51. THIS COURT ORDERS that except as otherwise expressly provided for herein,

or as may be approved by this Court, First Leaside shall not grant any Encumbrances
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over any Property that rank in priority to, or pari passu with, any of the Directors’
Charge, or the Administration Charge, unless First Leaside also obtains the prior written

consent of the Monitor and the beneficiaries of the Directors’ Charge and the
Administration Charge and further Order of this Court.

52. THIS COURT ORDERS that the Directors’ Charge and the Administration
Charge shall not be rendered invalid or unenforceable and the rights and remedies of
the chargees entitled to the benefit of the Charges (collectively, the "Chargees") shall
not otherwise be limited or impaired in any way by (a) the pendency of these
proceedings and the declarations of insolvency made herein; (b) any application(s) for
bankruptcy order(s) issued pursuant to BIA, or any bankruptcy order made pursuant to
such applications; (c) the filing of any assignments for the general benefit of creditors
made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or (e)
any negative covenants, prohibitions or other similar provisions with respect to
borrowings, incurring debt or the creation of Encumbrances, contained in any existing
loan documents, lease, sublease, offer to lease or other agreement (collectively, an
"Agreement") which binds First Leaside, and notwithstanding any provision to the
contrary in any Agreement:

(@)  the creation of the Charges shall not create or be deemed to constitute a

breach by First Leaside of any Agreement to which it is a party;

(b)  none of the Chargees shall have any liability to any Person whatsoever as a
result of any breach of any Agreement caused by the creation of the Charges;

and

(c) the payments made by First Leaside pursuant to this Order, and the granting
of the Charges, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

53. THIS COURT ORDERS that any Charge created by this Order over leases of
real property in Canada shall only be a Charge in First Leaside's interest in such real

property leases.
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SERVICE AND NOTICE

54. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in the
national edition of the Globe and Mail a notice containing the information prescribed
under the CCAA, (ii) within five days after the date of this Order, (A) make this Order
publicly available in the manner prescribed under the CCAA, (B) send, in the prescribed
manner, a notice to every known creditor who has a claim against First Leaside of more
than $1000, and (C) prepare a list showing the aggregate amounts owed to equity
investors, debt investors, and employees, but not names and addresses of those
creditors, and the estimated amounts of those claims, and make it publicly available in
the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA and the

regulations made thereunder.

55.  THIS COURT ORDERS that First Leaside and the Monitor be at liberty to serve
this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier,
personal delivery or electronic transmission to First Leaside's creditors or other
interested parties at their respective addresses as last shown on the records of First
Leaside and that any such service or notice by courier, personal delivery or electronic
transmission shall be deemed to be received on the next business day following the
date of forwarding thereof, or if sent by ordinary mail, on the third business day after
mailing.

56. THIS COURT ORDERS that First Leaside, the Monitor, and any party who has
filed a Notice of Appearance may serve any court materials in these proceedings by e-
mailing a PDF or other electronic copy of such materials to counsels' email addresses
as recorded on the Service List from time to time, and the Monitor may post a copy of

any or all such materials on its website at www.grantthornton.ca/firstleaside.

GENERAL

57.  THIS COURT ORDERS that First Leaside or the Monitor may from time to time
apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.
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58. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from

acting as an interim receiver, a receiver, a receiver and manager, or a trustee in

bankruptcy of First Leaside, the Business or the Property.

59. THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the United
States, to give effect to this Order and to assist First Leaside, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory
and administrative bodies are hereby respectfully requested to make such orders and to
provide such assistance to First Leaside and to the Monitor, as an officer of this Court,
as may be necessary or desirable to give effect to this Order, to grant representative
status to the Monitor in any foreign proceeding, or to assist First Leaside and the
Monitor and their respective agents in carrying out the terms of this Order.

60. THIS COURT ORDERS that each of First Leaside and the Monitor be at liberty
and is hereby authorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and for
assistance in carrying out the terms of this Order, and that the Monitor is authorized and
empowered to act as a representative in respect of the within proceedings for the

purpose of having these proceedings recognized in a jurisdiction outside Canada.

61. THIS COURT ORDERS that any interested party (including First Leaside and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7)
days notice to any other party or parties likely to be affected by the order sought or upon
such other notice, if any, as this Court may order.

62. THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard Time on the date of this Order.
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SCHEDULE “A”—PARTNERSHIPS ENTITLED TO THE BENEFIT OF THIS ORDER

Mill Street Limited Partnership

The Bluffs of Lakewood LP

Development Notes Limited
Partnerships

Special Notes LP

First Leaside Spring Valley LP

First Leaside Properties LP

First Leaside Partners LP
First Leaside Opportunities LP

First Leaside Realty LP
First Leaside Real Estate LP

First Leaside Global LP

First Leaside Income LP
First Leaside Investors LP
First Leaside Optimal LP
First Leaside Preferred LP
First Leaside Premier LP
First Leaside Progressive LP
First Leaside Quality LP
First Leaside Real Estate LP
First Leaside Realty Il LP
First Leaside Retirement Residences LP
First Leaside Superior LP
First Leaside Ultimate LP
First Leaside Universal LP
Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership

First Leaside Venture Limited
Partnership

Preston Racquet Club Real Estate
Limited Partnership Series 910 PA

Preston Racquet Club Real Estate
Limited Partnership Series 910 PB

Preston Racquet Club Real Estate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estate
Limited Partnership Series 910 PD

FL Master Texas Ltd.

FLW Pond Master Ltd.

FLW Shores Master Ltd.

First Leaside Acquisitions LP

Queenston Manor LP

First Leaside Acquisitions 2000 LP

First Leaside Advantage LP

First Leaside Developments LP

First Leaside Elite LP
First Leaside Select LP

First Leaside Enterprises LP

B&W LP
First Leaside Entities LP

First Leaside Expansion LP

Wimberly Apartments LP

First Leaside Growth LP

The Shores LP

First Leaside Operations LP

Old Mili Pond LP

First Leaside Unity LP
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UHS

First Leaside Visions | LP
First Leaside Visions Il LP
First Leaside Visions lll LP
First Leaside Visions IV LP
Metabacus LP

Greencore LP

Marksman Cellject LP
OMISA LP

Dossierview LP

eSight LP

Tyromer LP

Partnership

F.L. Retirement Residences Limited
Partnership

First Leaside Global Limited Partnership

First Leaside Ventures Limited
Partnership

Special U.S. Notes Limited Partnership
FLWM Holdings Limited Partnership

Place Concorde East LP

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Beverages Group Limited
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