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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.,
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Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario
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NOTICE OF MOTION

The Applicants will bring a Motion before a Judge presiding over the Commercial

List on Friday, December 7, 2012 at 10:00 a.m., or as soon after that time as the Motion

can be heard at the court house, 330 University Avenue, 8th Floor, Toronto, Ontario, M5G

1 R7.

PROPOSED METHOD OF HEARING: The Motion is to be heard

[ ] in writing under subrule 37.12.1(1);
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[ ] in writing as an opposed motion under subrule 37.12.1(4);

[X] orally.

THE MOTION IS FOR

(a) an Order, if necessary, validating and abridging the time for service of this

Notice of Motion and Motion Record and directing that any further service of

the Notice of Motion and the Motion Record be dispensed with such that this

motion is properly returnable on Friday, December 7, 2012;

(b) an Order approving the conduct of Grant Thornton Limited in its capacity as

monitor of the Applicants ("Monitor") as described in the Sixth Report dated

November 19, 2012 and the Seventh Report of the Monitor dated on or

around December 4, 2012;

(c) an Order approving the conduct of G.S. MacLeod &Associates Inc. in its

capacity as chief restructuring officer of the Applicants ("CRO") as

described in the Affidavits of Gregory MacLeod sworn November 13, 2012

and December 3, 2012;

(d) an Order authorizing the CRO to execute on behalf of the Applicants a

Custodial and Services Agreement with Fidelity Clearing Canada ULC

("Fidelity"), as successor custodian to Penson Financial Ser✓ices Canada

Inc. ("Penson"), to hold securities of clients of First Leaside Securities Inc.,

("FLSI") including, without limitation, securities in registered accounts;

Legal*8341041.6
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(e) at the date and time that the appointment of Grant Thornton Limited as

receiver of First Leaside ("Receiver") pursuant to the receivership

application being heard concurrently with this motion becomes effective,

i. an Order terminating the stay of proceedings imposed by the Order

of Mr. Justice David M. Brown made on February 23, 2012, as

subsequently amended (collectively, "Initial Order") in respect of the

Applicants and the Included LPs (as defined in the Initial Order)

(collectively, "First Leaside") pursuant to the Companies' Creditors

Arrangement Act ("CCAA"); and

ii. an Order terminating the CCAA proceedings in respect of First

Leaside, subject to certain transitional provisions ("Transitional

Provisions"), including, without limitation, an Order:

A. maintaining in effect the Directors' Charge and the

Administration Charge (as defined in the Initial Order);

B. authorizing First Leaside and the CRO to complete

transactions begun, but not completed, during the period of

the CCAA proceedings;

C. authorizing the payment of unpaid professional fees

accrued up to the date of termination of the CCAA

proceedings;

Legal*8341041.6
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D. permitting cheques issued by First Leaside during the

period of the CCAA proceedings to clear First Leaside's

bank accounts; and

E. otherwise authorizing the Monitor to carry out such functions

and duties as may be incidental to the termination of the

CCAA proceedings and the transition to a receivership of

First Leaside;

(fl an Order discharging the Monitor upon the appointment of the Receiver,

subject to the Transitional Provisions;

(g) an Order discharging the CRO, subject to the Transitional Provisions;

(h) an Order declaring that the Monitor and the CRO shall be released and

discharged from any and all liability that they now have or may hereafter

have by reason of, or in any way arising out of, the acts or omissions of the

Monitor or the CRO while acting in such capacities in these CCAA

proceedings, provided however that such releases shall not extend to

liability resulting from gross negligence or wilful misconduct of the Monitor

or CRO;

(i) an Order approving the fees and disbursements of (i) the Monitor, (ii) Blake

Cassels &Graydon LLP as legal counsel to the Monitor ("Monitor's

Counsel"), and (iii) Fraser Milner Casgrain LLP as representative counsel

for investors in First Leaside ("Representative Counsel"), for the period
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from February 23, 2012 to November 30, 2012, which fees shall be

particularized in fee affidavits to be filed, and authorizing the Monitor,

Monitor's Counsel and Representative Counsel to seek approval, upon

further motion to this Court in the receivership proceedings, of any and all

fees and disbursements incurred after November 30, 2012 in respect of

these CCAA proceedings; and

(j) such further and other relief as this Court may deem just.

THE GROUNDS FOR THE MOTION ARE AS FOLLOWS:

(a) Pursuant to the Initial Order, First Leaside was granted protection from its

creditors under the CCAA and an initial stay of proceedings to and including

March 23, 2012. The stay of proceedings and other relief in the Initial Order

were most recently extended to December 11, 2012;

(b) At the time that the CCAA proceedings commenced, Penson acted as

custodian for FLSI of securities in client accounts, primarily registered

accounts. Although many First Leaside clients have transferred the assets

in their accounts with Penson to another custodian, a number of Penson

accounts still remain. However, since Penson announced on September

28, 2012 that it was ceasing operations in Canada, the remaining accounts

will need to be transferred to a new custodian. First Leaside therefore

seeks authorization to enter into a custodial agreement with Fidelity;

(c) First Leaside's operations have ceased and most of its assets and property

have been sold. In general, what remains now is for First Leaside to sell a
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small number of remaining real property assets, run a claims process, and

distribute proceeds to approved creditors ("Final Activities");

(d) Concurrent with this motion, First Leaside has made an application under

section 101 of the Courts of Justice Act—also returnable on December 7,

2012—seeking the appointment of a Receiver of many, but not all, of the

corporations and limited partnerships constituting First Leaside;

(e) The role of the Receiver will be to undertake and complete the Final

Activities and then seek its discharge;

(fl The Monitor and CRO believe that they have discharged their duties and

obligations under the Initial Order, and that the administration of the

remaining assets of First Leaside can be dealt with most expediently and

effectively in a receivership proceeding;

(g) The termination of the CCAA proceedings will simplify and reduce the costs

associated with the administration of the remaining assets of First Leaside;

(h) The Monitor has performed a variety of activities in furtherance of its

responsibilities under the Initial Order and the CCAA during the period from

February 23, 2012 to the present. The Monitor's conduct up to the time of

its Fifth Report dated October 17, 2012 has been approved by prior Orders

of this Court. First Leaside seeks approval of the Monitor's Sixth and

Seventh Reports and the activities of the Monitor outlined therein;
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(i) The activities of the CRO as described in the Affidavits of Gregory MacLeod

dated March 21, April 23, June 19, August 20, and October 15, 2012 have

already been approved by the court. First Leaside now seeks approval of

the conduct of the CRO as described in the Affidavits of Gregory MacLeod

dated November 13, 2012 and December 3, 2012;

Q) In performing the activities outlined in the Monitor's various reports, the

Monitor and Monitor's Counsel have provided professional services and

incurred disbursements;

(k) Representative Counsel has also provided professional services and

incurred disbursements in carrying out the duties prescribed to

Representative Counsel in the Initial Order;

(I) First Leaside seeks approval of the fees and disbursements of the Monitor,

Monitor's Counsel and Representative Counsel for the period February 23,

2012 to November 30, 2012;

(m) Sections 11, 11.02(2), 11.03, and 11.7 of the Companies' Creditors

Arrangement Act, R.S.C. 1985, c. C-36, as amended;

(n) Paragraphs 39-41, 44, 60 and 61 of the Initial Order;

(o) Rules 1.04, 2.01, 2.03, 3.02, 5.03, 16 and 37 of the Rules of Civil

Procedure, R.R.O. 1990, reg. 194 as amended;
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(p) sections 11, 97, and 101 of the Courts of Justice Act, R.S.O. 1990, c. C-43,

as amended;

(q) Such further and other grounds as the lawyers may advise.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

Motion:

(a) Combined Seventh Report of the Monitor and Pre-Filing Report of the

Proposed Receiver, separately filed;

(b) The Affidavit of Gregory MacLeod sworn December 3, 2012; and

(c) Such further and other evidence as the lawyers may advise and this Court

may permit.

December 3, 2012 CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3C2

John N. Birch LSUC #: 38968U
Tel: 416.860.5225
Fax: 416.640.3057
jbirch@casselsbrock.com

David S. Ward LSUC #: 33541W
Tel: 416.869.5960
Fax: 416.640.3154
dward@casselsbrock.com

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

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty 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., 1031628
Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario
Inc., and First Leaside Fund Management Inc.

AFFIDAVIT OF GREGORY MACLEOD
(sworn December 3, 2012)

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

Ontario, MAKE OATH AND SAY:

1. I am the President of G.S. MacLeod & Associates Inc. ("MacLeod &

Associates"), the Court-appointed chief restructuring officer ("CRO") of First Leaside

Wealth Management Inc. ("FLWM"), as well as the corporations, and limited

partnerships affiliated with FLWM in respect of which these proceedings have been
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brought (collectively, "First Leaside" or "Companies"). 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 in my affidavit

sworn February 22, 2012 ("Initial Affidavit").

BACKGROUND

3. At relevant times prior to February 23, 2012, the date of the Initial Order (defined

below) in these proceedings, First Leaside operated numerous businesses and held

assets including: (i) a wealth management firm; (ii) a securities dealer regulated by the

Investment Industry Regulatory Organization of Canada; (iii) multiple limited

partnerships which own multi-residential rental properties, retirement residences and

real estate developments in Canada and the United States; and (iv) interests in several

other businesses, including professional accounting firms in Alberta and British

Columbia, a brewery and cidery operation in Ontario, and several technology start-up

companies.

4. In February 2012, First Leaside applied for protection under the Companies'

Creditors Arrangement Act, R.S.C. 1985, c. C-36. ("CCAA");

5. By order of Mr. Justice David M. Brown made February 23, 2012 ("Initial

Order"), First Leaside applied for and was granted protection from its creditors under

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

include the Included LPs (as defined in the Initial Order), even though they are not
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named applicants in the CCAA proceedings. A copy of the Initial Order is attached

hereto and marked as Exhibit "A". The Initial Order was subsequently amended by

orders of this Court dated March 8, 2012 and June 28, 2012. A copy of Justice Brown's

reasons for decision dated February 26, 2012 is attached hereto and marked as Exhibit

6. Pursuant to the Initial Order, Grant Thornton Limited ("GTL") was appointed as

monitor ("Monitor") of First Leaside, MacLeod &Associates was appointed as CRO,

and Fraser Milner Casgrain LLP was appointed as representative counsel

("Representative Counsel") to represent the interests of the nearly 1,200 investors

("Investors") of First Leaside Securities Inc. ("FLSI") in these proceedings.

7. 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

October 22, 2012. Attached hereto and marked as Exhibit "C" is a copy of the October

22, 2012 Stay Extension Order.

8. The Stay Period currently expires on December 11, 2012.

9. This affidavit is sworn in support of

(a) a motion (the "Motion") for an Order terminating the CCAA proceedings in

respect of First Leaside, approving the conduct of the Monitor and the

CRO, approving the fee accounts of the Monitor, Monitor's counsel and

Representative Counsel, discharging the Monitor and the CRO from their

current functions, releasing the Monitor and CRO from liability arising out

of their acts or omissions while acting in such capacities, and for other

relief (including transitional reliefi~ as set out in the Notice of Motion; and
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(b) a separate application (the "Application") under section 101 of the Courts

of Justice Act for an Order appointing a receiver over all of the property,

assets and undertakings of certain First Leaside entities that are listed as

applicants in the receivership proceedings (collectively, "Applicants") and

to complete the wind down of operations which began in the CCAA

proceedings, as set out in more detail below.

10. The Motion and Application are being brought concurrently on December 7,

2012. First Leaside has determined that a receivership would be the most cost-effective

and efficient method of completing the sale or other disposition of its remaining assets,

conducting a claims process, and making distributions to First Leaside's creditors.

EVENTS LEADING TO THE CCAA PROCEEDINGS

11. At the time the Initial Order was granted, First Leaside was facing serious cash

flow and operational challenges. These financial problems largely resulted from

(a) the negative impact of the recent economic recession on real estate

markets in Canada and the United States which made it difficult for First

Leaside to achieve the projected levels of revenue from numerous

properties it held in Canada and the United States, resulting in operational

losses;

(b) aggressive and speculative investments in retirement residences and

early stage business enterprises that required significant working capital

support for operations and capital improvements; and

(c) an over-leveraged capital structure that could not be fully serviced in the

ordinary course without raising additional outside investment.
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12. These circumstances left First Leaside with properties at various stages of

development, but without access to funds to complete development of its properties and

execute its business plan.

13. In December 2011, an independent committee of the board of directors of FLWM

retained my corporation, MacLeod &Associates, to review First Leaside's operations

and provide recommendations on how to deal with the various financial and regulatory

issues that the Companies were facing. After careful consideration, I concluded that it

was unlikely that First Leaside would be in a position to resolve its issues with the

securities regulators and resume raising capital over the foreseeable future. On that

basis and considering the Companies' limited cash reserves, I recommended that the

best course of action for First Leaside was to undertake an orderly wind-down of its

operations. In light of the complex corporate structure of the Companies, numerous

assets, numerous inter-company debts and the fact that many First Leaside clients have

debt and/or equity investments in multiple First Leaside entities, I concluded that the

optimal way to deal with First Leaside's assets and liabilities was to bring the

Companies within acourt-supervised CCAA process

14. For these reasons, First Leaside sought and was granted CCAA protection in this

Court to effect an orderly wind-down of the Companies' assets and undertakings with an

effort to maximize recoveries for the interested stakeholders.

SUMMARY OF STEPS TAKEN IN THE CCAA PROCEEDINGS

15. Since the date of the Initial Order, First Leaside has worked closely with the

Monitor, Representative Counsel, mortgagees, investors, and other stakeholders to
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develop and implement a plan to effect the orderly wind-down of First Leaside's

operations to efficiently preserve and maximize the value of its assets. The CRO has

taken the following steps to date, among other things, in respect of First Leaside's

CCAA wind-down plan:

(a) engaged a core team of First Leaside managers to maintain the

accounting and finance functions, investor relations and property

management through the wind-down process; corporate operations were

relocated to more suitable premises and corporate records were secured;

(b) implemented acourt-approved communications protocol to ensure that

First Leaside Investors were given a reasonable opportunity to assess and

respond to proposed asset transactions;

(c) held meetings with, and provided information to, an investor steering

committee organized by Representative Counsel ("Steering Committee")

and provided regular updates to Representative Counsel concerning the

sale of First Leaside's various properties and the status of other matters in

the CCAA administration in accordance with the communications protocol

approved by the Court;

(d) participated in phone calls and meetings with a transaction sub-

committee, which is a subset of the Steering Committee, to report on the

current status of certain real property sales including offers received and

likely counter-offers to be made by First Leaside;

(e) obtained a Court order for an inter-company charge to ensure that if any

First Leaside entity borrows money from a related entity in the course of

the CCAA proceedings, such monies will be subject to a priority charge

that secures its payment back to the entity that it borrowed from;

(~ prepared, with the assistance of the Monitor, acourt-approved realization
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plan that sets out the timeframe for the sale of First Leaside assets, lists

the actions that must be taken to realize the Companies' assets and

establish target transaction timeframes;

(g) listed for sale with areal estate broker the majority of the Ontario

properties owned by First Leaside entities and obtained up-to-date

appraisals for the properties;

(h) marketed and completed the sale of First Leaside's Canadian properties

and businesses including the following:

(i) a retirement residence in St. Catharines, Ontario resulting in gross

proceeds of $7.1 million;

(ii) a 70,000 square foot industrial building in Brampton, Ontario

("Bramtree") for the purchase price of $5,600,000;

(iii) a 50-unit townhome complex in Tilbury, Ontario for the purchase

price of $2,600,000;

(iv) the sale of First Leaside's interests in certain accounting practices

in western Canada;

(v) the release of First Leaside's interests in First Leaside Visions

Limited Partnership, which owned a number of early stage research

and development start-up companies, in exchange for First Leaside

receiving payment of cash on hand;

(vi) a cidery and brewery as well as the land and building upon which

the cidery is located upon, and a beer and spirits consulting

company in Ontario for the purchase price of $760,000; and

(vii) certain properties located in Uxbridge, Ontario in full and final

satisfaction of the largest construction lien claim against said

properties in the amount of approximately $1.7 million dollars.
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(viii) several retirement residences in Ottawa, which sale was facilitated

by the CRO in conjunction with a process managed by the

mortgagees, resulting in gross proceeds of approximately $58

million;

(i) retained Grant Thornton Corporate Finance Inc. to market the following

assets (collectively, "Retirement Residence Assets"): three retirement

residences in British Columbia, a 50% interest in a Vernon, B.C. property,

and a 50.1 % interest in Prime Time Living Limited Partnership, which

owns retirement residences in British Columbia and Ontario and manages

other retirement residences, which resulted in a sale for aggregate

proceeds of approximately $51 million;

(j) retained Waddingtons to sell First Leaside's art collection;

(k) distributed monies from the net proceeds of sale of Bramtree to Investors

that held an interest in the mortgage over the property through mortgage

participation ownership certificates;

(I) commenced a legal action (the "Phillips Action") against David Phillips

("Phillips") and Margaret Davis ("Davis") for recovery of monies advanced

by First Leaside entities or that otherwise appear to be unauthorized

payments or misappropriations of cash for the benefit of Phillips and

Davis; and

(m) in connection with the Phillips Action, obtained a Certificate of Pending

Litigation against the residence of Phillips and Davis to prevent the sale of

the property without regard to claims by First Leaside, until the Phillips

Action is completed.

16. So far, the sales efforts undertaken during the time of the CCAA proceedings

have resulted in net proceeds in excess of $125 million for the benefit of creditors,

including mortgagees.
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17. In addition to the above-noted activities, I, as CRO, and with the assistance of

the Monitor, retained legal counsel and real estate advisors in Texas to assist with

preparing a strategy for Wimberly Apartments Limited Partnership ("WALP"). WALP,

which is an Included LP (as defined in the Initial Order), holds equity interests in two

limited partnerships in Texas—FL Master Texas Ltd. and FL Master Sherman Ltd.—

which, in general terms, own the limited partnership units of 11 Texas-based limited

partnerships ("Texas LPs"), each of which owns amulti-residential property situate in

Dallas or Sherman, Texas. WALP also owns a condominium unit in each of two

properties owned by the Texas LPs ("Texas Condos") and directly owns what is known

as the Sherman Church property ("Sherman Church Property"), a small parcel of land

with a former church building located adjacent to one of the multi-residential facilities in

Sherman Texas. FL Master Sherman Ltd. also has a bank account with a balance of

approximately $160,000 ("Sherman Bank Balance"). (Hereafter, the LP Units, Texas

Condos, Sherman Church Property, and Sherman Bank Balance shall be referred to

collectively as the "WALP Assets".)

18. As part of this ongoing assessment, the Monitor, with the assistance of the CRO,

prepared a report to investors which concluded that, if the properties owned by the

Texas LPs (the "Texas Properties") were to be sold, there would be few net proceeds

left after payment of closing costs, mortgage debt, and penalties. The report also

concluded that the Texas Properties did not have sufficient capital or cash flow to

continue operations over the long term without substantial additional funding.

19. Some of the operational funding for the Texas Properties came from investment

funds (collectively, "Funds"), which are constituted as trusts. The Funds are Wimberly
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Fund, First Leaside Fund, First Leaside Properties Fund, and First Leaside Mortgage

Fund The Funds issued units to investors in exchange for money contributed by

Investors. In turn, the Funds made loans to the Texas LPs, generally through F.L.

Master Texas, Ltd. and F.L. Master Sherman, Ltd..

20. Although the Funds are legally separate from First Leaside (and therefore have

never been part of these CCAA proceedings), First Leaside managed the Funds

pursuant to management agreements.

21. The Funds are the most significant unsecured creditors of the Texas LPs.

22. First Leaside Mortgage Fund ("Mortgage Fund") held a first mortgage on one of

the Texas Properties, owned by F.L. Sedona Creek, Ltd., known as the Family Tree

Apartments ("Sedona"). The mortgage on Sedona which was given to Mortgage Fund

went into default and Mortgage Fund exercised its foreclosure rights in August 2012 and

thereby acquired ownership of Sedona. Sedona is currently being managed by

Mortgage Fund and I was recently informed that a sale to a third party may be pending.

Mortgage Fund also holds a mortgage on the Sherman Church Property and a security

interest in a parcel of land that is included in the BayBridge transaction described below.

23. Wimberley Fund, First Leaside Fund and First Leaside Properties Fund have no

direct security interests in any properties. They remain as unsecured creditors of F.L.

Master Texas Ltd. and F.L. Master Sherman Ltd.

24. Over the summer of 2012, First Leaside retained a Texas based law firm to

review the structure of the Texas LPs and determine whether they could be brought into
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insolvency proceedings and sold as part of the ongoing orderly wind-down of First

Leaside. The law firm ultimately concluded that First Leaside did not have the corporate

authority to deal with the Texas Properties because the Texas LPs, which own the

Texas Properties, were controlled by general partners that were controlled by Phillips,

the former CEO of First Leaside. In consultation with the Monitor and Representative

Counsel, I determined that the cost of seeking control of, and realizing upon, the Texas

Properties would be disproportionately high relative to the potential net recovery for

investors.

25. On August 31, 2012, the Court granted an order ("August 31 Order"), directing

First Leaside not to take any steps to manage, administer or maintain any limited

partnerships, corporations, trusts, or properties located or subsisting in the United

States in which First Leaside had a direct or indirect equity or other interest, including

WALP and the Texas LPs. Attached hereto and marked as Exhibit "D" is a copy of the

August 31 Order.

UPDATE ON MATTERS SINCE LAST CCAA MOTION ON NOVEMBER 20, 2012

Closing of BayBridge Transaction

26. On October 22, 2012, Mr. Justice Pattillo issued an order ("October 22 Order")

which authorized and directed the CRO, pursuant to a purchase agreement dated

September 27, 2012 ("Sale Agreement") to complete the sale to BayBridge Seniors

Housing Trust ("Purchaser") of the Companies' interest in retirement homes located in

the Okanagan region of British Columbia as well as its interest in First Leaside
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Primetime Living Partnership ("Purchased Assets"). A copy of the October 22 Order

is attached hereto and marked as Exhibit "E".

27. The details of the transaction are set out in my affidavit sworn October 15, 2012,

a copy of which, without exhibits, is attached hereto and marked as Exhibit "F".

28. On November 28, 2012, First Leaside obtained an Order from Justice Pattillo

providing for minor amendments to the October 22 Order. In particular, the October 22

Order was amended to include the specific name of the entities through which the

Purchaser would take title to real properties in British Columbia, namely Prime Time

(Cherry Park) Inc., Prime Time (Orchard Valley) Inc. and Prime Time (Shores) Inc.

("Nominees"). This amendment was required in order to facilitate registration of the

transfers in the British Columbia land registry office. The amended version of the

October 22 Order is attached hereto and marked as Exhibit "G".

29. As part of the Sale Agreement, First Leaside was required to use the proceeds

from the transaction to settle the claims of certain creditors who had asserted

construction liens on title to the Purchased Assets ("B.C. Lien Claims"). By Order

dated November 20, 2012 ("November 20 Order"), Mr. Justice Newbould approved

payment of the B.C. Lien Claims in accordance with the payment mechanism set out in

the October 22 Order. A copy of the November 20 Order is attached hereto and

marked as Exhibit "H".

30. The transaction contemplated by the Sale Agreement ultimately closed on

November 30, 2012. All other mortgages, claims, encumbrances or liens were

discharged or assumed by the Purchaser on closing in accordance with the terms of the
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Sale Agreement. Pursuant to the authorization granted in paragraph 6 of the November

20 Order, upon closing of the transaction, I executed discharges of a mortgage and an

assignment of rents registered on title to certain of the lands which were conveyed as

part of the BayBridge transaction and, as a result, such mortgage has been vested out

of the Purchased Assets. On closing, I delivered a CRO's Certificate (as defined in the

amended October 22 Order) to counsel to the Purchaser. A copy of the CRO's

certificate is attached hereto as Exhibit "I." The closing of this transaction resulted in

the receipt of net proceeds of approximately $10.5 million, of which approximately $1.2

million will be held in escrow, pending resolutions of items under the Sale Agreement.

The draft receivership order empowers the receiver to deal with the escrowed funds.

Closing of Structform Transaction

31. As part of the November 20 Order, the Court approved the sale of certain

properties owned by First Leaside Expansion Limited Partnership and First Leaside

Entities Limited Partnership in Uxbridge, Ontario, which were being developed as the

new head office complex for First Leaside ("Uxbridge Properties"). The purchaser,

Structform International Limited ("Structform") acquired the Uxbridge Properties in

exchange for the total forgiveness of lien claims filed by or assigned to StructForm in the

total amount of $1,723,755 ("Lien Claim") and vested all of the Companies' right, title

and interest in and to the Uxbridge Properties absolutely in Structform ("Structform

Transaction"). The November 20 Order provides that the Companies' right, title and

interest in and to the Uxbridge Properties shall vest absolutely on an "as is, where is"

basis in Structform free and clear of and from atl encumbrances or charges, except
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those permitted under the sale agreement dated November 13, 2012 ("Structform

Agreement").

32. All of the conditions to closing particularized under the Structform Agreement

have been satisfied or waived by the Companies and Structform. First Leaside and

Structform are in the in the process of registering title to the Uxbridge Properties in the

name of Structform's assignee. In accordance with the terms of the Structform

Agreement, all of Structform's claims against the Uxbridge Properties will be

extinguished upon completion of this transaction.

33. The lien claims of other lien claimants which had been asserted against the

Uxbridge Properties will be vested out in accordance with the November 20 Order.

Settlement with Visions LP

34. As part of the November 20 Order, First Leaside obtained Court approval of a

transaction to: (a) settle the intercompany advances made between FLWM and First

Leaside Visions I Limited Partnership and First Leaside Visions II Limited Partnership

(collectively, "Visions LP"), and (b) forgive the remaining amount of Visions LP's

advances to FLWM in exchange for payment to FLWM of the cash on hand in the bank

accounts of Visions LP, all in accordance with full and final releases executed by myself

on behalf of the CRO on November 13, 2012 ("Visions Transaction").

35. The November 20 Order contemplates that, at the date and time that the Visions

Transaction is completed, the CCAA proceedings shall terminate with respect to

2085438 Ontario Inc., the general partner of Visions LP, and a number of limited

partnerships shall no longer be entitled to the benefit of the Initial Order.
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36. As at the date of this affidavit, the debts owing as between Visions LP and FLWM

have been set off and Visions LP has paid to FLWM all monies in its bank accounts, in

full and final satisfaction of the outstanding debt owing by Visions LP to FLWM, thereby

completing the transaction.

OUTSTANDING CCAA MATTERS

Remaining First Leaside Canadian Real Property Assets

37. As a result of the activities of the CRO and Monitor discussed above, the CCAA

proceedings to date have resulted in the sale of substantially all of First Leaside's

realizable assets. There are only a few material assets that remain to be realized,

which are as follows:

(a) Erie Street Property - 123 Erie Street, Wheatley, Ontario ("Erie Street") is

a development site owned by First Leaside Unity Limited Partnership

which, in turn, is owned by First Leaside Expansion Limited Partnership;

(b) Cemetery Road Property - 164 Cemetery Road, Uxbridge, Ontario

("Cemetery Road") is a 23 acre parcel of land (of which only 4 acres are

developable) owned by Uxbridge Development Limited Partnership which,

in turn, is owned by First Leaside Progressive Limited Partnership; and

(c) Mill Street Property - 62 Mill Street, Uxbridge, Ontario ("Mill Street") is 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.
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Sale of First Leaside U.S. Properties

38. First Leaside's decision in August 2012 (which was approved by the court by the

August 31 Order) to take no further steps in respect of the Texas LPs was motivated by

the conclusion that WALP's equity interest in the Texas LPs had no likely realizable

value after taking into account mortgage debt and realization costs. Although, apart

from the Sherman Bank Balance of approximately $160,000, the WALP Assets have no

likely realizable value, those assets do have some potential non-monetary value to the

Funds. Since the Funds are unsecured creditors of the Texas LPs (except for Mortgage

Fund, which holds mortgages), but do not hold any equity interest, the Funds have no

ready ability to take control of, or operate, the properties owned by the Texas LPs.

39. Following the August 31 Order, the trustees of the Funds instructed their counsel

to enter into negotiations with First Leaside to purchase the WALP Assets. Negotiations

have been underway since that time. Although negotiations have advanced significantly

towards agreed terms of sale of the WALP Assets, no definitive form of agreement of

purchase and sale has been reached.

40. Each of the Funds is governed by a number of trustees that make decisions and

provide instructions to legal counsel. I have become aware that the Funds plan to hold

meetings of unitholders of Wimberly Fund and First Leaside Fund on December 10,

2012 and of First Leaside Properties Fund on December 13, 2012. At these meetings,

unitholders will be asked to appoint a new slate of trustees.

41. Further, some of the Funds' unitholders have come forward to express concerns

to me about the restructuring proposal for the Texas LPs put forward by the current
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trustees of the Funds and have questioned whether it is appropriate for the Funds to

purchase the WALP Assets.

42. In light of these unitholder concerns, and the uncertainty about which trustees will

be elected and what direction they may wish to pursue, First Leaside will not be entering

into a binding agreement with the Funds (even an agreement subject to Court approval)

prior to the dates of the unitholder meetings. To the extent that the new slate of

trustees of the Funds still wish to pursue the purchase of the WALP Assets after the

meetings, the receiver (if appointed) can continue negotiations and seek the appropriate

Court approval during the period of the anticipated receivership.

Custodial and Services Agreement with Fidelity

43. As part of the motion to terminate the CCAA proceedings, First Leaside is also

seeking authorization to enter into a Custodial and Services Agreement (the "Custodial

Agreement") with Fidelity Clearing Canada ULC ("Fidelity") At the time of the CCAA

proceedings, FLSI had engaged Penson Financial Services Canada Inc. ("Penson") to

act as custodian for securities held by Investors, the majority of which were registered

accounts. Although many Investors have since transferred the assets in their accounts

with Penson to another custodian, a number of Penson accounts still remain open.

44. On September 28, 2012, Penson announced that it would be ceasing its

operations in Canada. Accordingly, the remaining First Leaside client accounts will

need to be transferred to a new custodian. The deadline for transferring accounts is

December 15, 2012.
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45. At the time that this affidavit is being sworn, First Leaside is in the process of

finalizing negotiations with Fidelity about the terms of the Custodial Agreement.

expect that negotiations will be completed prior to the hearing of this motion on

December 7, 2012. As such, court approval of the Custodial Agreement can be sought

at that time.

46. The Seventh Report of the Monitor will provide an update on the Custodial

Agreement.

TERMINATION OF CCAA PROCEEDINGS AND DISCHARGE

47. Since the date of the Initial Order, the sole purpose of the CCAA proceedings

has been to liquidate the assets of First Leaside, wind down the business, and distribute

proceeds to creditors and investors. In less than 10 months, First Leaside has

managed to sell most of its properties. In general terms, mortgagees of First Leaside's

properties have had their mortgages paid around the time of the closing of the property

sales. The proceeds that remain following the payment of such mortgages have been

held for the benefit of other stakeholders, including unsecured creditors, noteholders,

and equity holders, subject to a determination of the validity and priority of such claims

through a claims process.

48. One of the main objectives of the CCAA process was to allow First Leaside some

breathing room from its creditors and other stakeholders while asset sales occurred.

Further, the CCAA allowed First Leaside to retain a complement of employees (albeit a

reduced number) and continue operations while the properties were sold.
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49. I believe that the circumstances have now changed. First, as I have noted

above, First Leaside only holds three remaining properties. Second, since so many

properties have been sold and thus no longer have to be managed, there is little

practical need for First Leaside administrative staff to remain in their positions. As such,

all remaining First Leaside staff will shortly depart. I intend to relinquish my role as

CRO as soon as possible, with the proposed Receiver completing the administration of

the estate with the input of Representative Counsel. Third, the main remaining task in

the orderly wind-down, namely the running of a claims process and the distribution of

proceeds, will not require the current debtor-in-possession regime under the CCAA to

continue. The claims process can be run by an officer of the Court alone, under Court

supervision.

50. For these reasons, First Leaside has brought a motion to terminate the CCAA

proceedings, discharge the Monitor and the CRO and approve their conduct, and

transition to receivership.

APPLICATION FOR APPOINTMENT OF RECEIVER

51. The realization of First Leaside's assets is substantially complete. CCAA

proceedings are no longer necessary to complete the remaining steps in the wind down.

It is now appropriate and more cost-effective, in my view, to complete the realization of

the remaining assets, a claims process and distribution via acourt-appointed receiver.

The role of the CRO will not be integral to the process going forward.

52. Accordingly, concurrent with First Leaside's motion to terminate the CCAA

proceedings, the Applicants have commenced an application for an Order appointing
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GTL as receiver ("Receiver") over the assets, property and undertakings of the

Applicants. Since there are no secured creditors of most of the corporations and limited

partnerships which constitute First Leaside, and certainly no secured creditors that have

expressed an intention to appoint a receiver, there is likely no basis for a receivership

application under the Bankruptcy and Insolvency Act. Instead, this application is being

brought by the Applicants (and not a secured creditor) under section 101 of the Courts

of Justice Acton the basis that it is just and convenient that a receiver be appointed.

53. If appointed, it is proposed that the Receiver would be authorized to, among

other things,

(a) continue to market First Leaside's three remaining Canadian properties;

(b) continue the Companies' action as against David Phillips, Margaret Davis

and 970877 Ontario Inc.;

(c) sell or otherwise dispose of the remaining assets of the Companies;

(d) administer the mortgage in respect of the property known municipally as

90 King Street East, Thornbury, Ontario ("Thornburg Mortgage") for the

unitholders of the Thornbury Mortgage, including distributing interest

received to such unitholders, until such time as an alternate administrator

can be engaged;

(e) undertake a process to identify and solicit creditor and investor claims;

(fl adjudicate claims; and

(g) make distributions to approved creditors in accordance with their priority.

54. From my perspective, a receivership would be beneficial to stakeholders

because
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(a) the orderly sale of the few remaining assets can be efficiently and

effectively completed by the Receiver;

(b) a stay can remain in place to prevent the chaos that would result from

creditors individually exercising self-help remedies;

(c) the receivership will include a comprehensive claims procedure; and

(d) administrative costs can be minimized because:

(i) First Leaside will not need to retain any full-time employees; former

employees can be hired on a contract basis if needed;

(ii) First Leaside and the CRO will no longer require representation in

proceedings before this Court;

(iii) The CRO will have been discharged;

(iv) there will no longer be two sets of counsel (one for First Leaside

and one for the Monitor) working full time in the proceedings;

(v) the role of Representative Counsel may be reduced given that First

Leaside's assets have been substantially realized; and

(vi) First Leaside can eventually surrender the lease on its current

premises, given that most functions will be handled from the

Receiver's premises.

55. GTL has advised me that, if it is appointed as Receiver, it will attempt to find cost

efficiencies during the course of the receivership. For example, since CBB has

significant "institutional knowledge" about First Leaside and has handled the negotiation

and closing of the transactions in the CCAA proceedings, the Receiver will be permitted

to retain CBB to continue work on transactions during the course of the receivership.
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56. Part of the relief being sought in the receivership application is approval of a

claims process. In that regard, in addition to a receivership order, First Leaside is

seeking a claims procedure order ("Claims Procedure Order") to, among other things,

(a) provide notice to creditors of the claims process;

(b) establish deadlines for mailing acknowledgements of claim forms to

investors in First Leaside Securities Inc. and proof of claim forms to other

potential First Leaside creditors;

(c) establish a claims bar date for the submission of proofs of claim or

amendments to acknowledgements of claim; and

(d) develop a procedure for determining and adjudicating claims.

57. Further details of the proposed claims process will be contained in the draft

Claims Procedure Order and Schedules attached thereto, and the Seventh Report of

the Monitor, which will be filed and served separately.

APPROVAL OF FEES AND DISBURSEMENTS

58. In connection with the proposed transition to receivership and discharge of the

Monitor and CRO, First Leaside also seeks court approval of the accounts for the

Monitor, its counsel and Representative Counsel for the period from February 23, 2012

to November 30, 2012.

59. Details of the fees of the Monitor, its counsel, and Representative Counsel,

including fee affidavits, will form part of the Monitor's Seventh Report, which will be filed

separately.
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60. To the extent that fees and disbursements relating to these CCAA proceedings

need to be approved for the period from and after December 1, 2012, First Leaside is

seeking authorization to have such amounts approved by motion in the receivership

proceeding.

SWORN before me at the City of Toronto,
In the Province of Ontario, this 3rd day of
December, 2012

,' I ~ ~

A Cbmmission~r, etc.
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THIS IS EXHIBIT "A" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commissi er for Taking Affidavits, Etc.
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Court File No. CV-12-9617-OUCL

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONQURABLE MR. ) THURSDAY, THE 23RD

JUSTICE DAVID M. BROWN ) DAY OF FEBRUARY, 2012

IN THE MATTER OF THE COMPANIES` CREDITORS ARRANGEMENtT ACT,
R.S.C. 1985, c. C-3S, AS AMENDED

AND IN THE MATTER OF A PLAN OF CQMPROMISE 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 Leasids Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty 11 Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario lnc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario l.td,,
1244428 Ontario Ltd., Preston4ne Development (Canada) Inc., PrestonTwo
Development {Canada} Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario tnc., 2088545 Ontario tnc., '1331607 Ontario Inc., Queensfion Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2128054 Ontario Inc., 2069212 Ontario Inc., 1132413 Ontario
Inc., 2087171 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., 103162$ Ontario Inc., 1045516 Ontario {nc., 2004516 Ontario
Inc., 2192341 Ontario Inc., and First. Leaside Fund Management lnc. (each,
an "Applicant" and collectively, the "Applicant")

INITIAL ORDER

THIS APPLICATfON, 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.

l..egal*? 147362.$
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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 Lirriited as the Proposed Monitor, and on hearing the submissions of counsel

for the Applicant, the proposed Monitor, the proposed Representative Counsel, the

C7ntario Securities Comrnissian, the Investment Industry Regulatory Organization of

Canada, the Tcaron#o-Dominion Bank, the Canadian Imperial Bank of Commerce, and

KingSett Capital, no one appearing for the other parties on the service list although duly

served as appears from the affidavit of service of Patricia Hoogenband swum 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 Applica#ion is

properly returnable teday 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 Qrder (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".)

3. THIS COURT ORDERS that, for greater certainty, the terms of this order shall

not apply to the following limited partnerships (collectively, the "Excluded LPs"):

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

(b) First Leaside Retirement Residences (Okanagan) Limited Partnership

(c) Cherry Park Retirement Residences Limited Partnership

(d) Orchard Valley Retirement Residences Limited Partnership

(e) The Shores Retirement Residences Limited Partnership

Legal*7197362.8
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(f) Redwood Retirement Residences (Ottawa) Limited Partnership

(g} 100 Isabella Street (Ottawa) Limited Partnership and

(h} 480 Metcalfe Street (Uttawa) Limited Partnership

(hereafter, the Excluded LPs identified in (a), (fl, (g), and (h) above shall be referred

to as the "Ottawa Exc{uded LPs" and the Excluded LPs identified in {b), (c), (d), and

(e} above shall be referred to as the "Okanagan Excluded LPs").

4. THIS COURT QRDERS 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

dowers for or on behalf of the Excluded LPs, holds property on behalf of the Excluded

LPs, ar owes liabilities in respect of the Excluded LPs

5. THIS COURT ORDERS that, for greater certainty, Canadian Imperial Bank of

Commerce ("CIBC"), KingSett Mortgage Corporat+on ("KingSett") and Toronto-Dominion

Bank ("TD") shall be unaffected creditors and not stayed by or otherwise subject to the

terms of this Order in respect of the Excluded- LPs.

6. THIS COURT ORDERS that that no payments, funds or other transfers of

value shall be accepted or received by First Leaside from the Excluded LPs, save and

except to the extent approved by agreement in writing by CIBC and KingSett with

respect to the Ottawa Excluded LPs and by TD with respect to the Okanagan Exc{uded

LPs.

7. THIS COURT ORDERS that the Applicant is at liberty, at any time, on seven

days' notice to CIBC, KingSett, and TD, to seek an order ex#ending the scope of thes«~

proceedings and the provisions of this order to include the Excluded LPs.

PLAN OF ARRANGEMENT

8. THIS COURT ORDERS that the App{icant 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").

Legal" i 1973f~2.~
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POSSESSION OF PROPERTY AND OPERATIONS

9. THIS COURT ORDERS that First Leaside shall remain in possession and cantral

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

lousiness in a manner consistent with the preservation of its business (the "Business"j

anti Proper#y. First Leaside shall be authorized and empowered to continue to retain

a~~d employ the e~~~ployees, consultants, agents, experts, accountants, counsel and

such other persons (collectively "Assistants") currently retained or employed by it, with

liberty to retain suci~ further Assistants as it deer7is reasonably necessary or desirable in

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

10. THIS COURT ORDERS that First Leaside shall be entitled to implement a cents!

cash management system as described in the MacLeod Affidavit or replace it with

another substantially similar central cash management system (the "Cash Management

System") and that any present or future bank }providing the Cash Management System

shall not be under any obligation whatsoever to inquire into the propriety, validity or

legality of any transfer, payment, coklection 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 Systam,

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 applicab{e to the Cash Management. System;.. and shall be,

in its capacity as provider of the Cash Management System, an unaffected creditor

under the Plan with regard to any claims or expenses it may suffer or incur in

connection with the provision of the Cash Management System. The bank accounts of

First Leaside Securities Inc. ("FLSI") shall not form part of the Cash Management

System.

11. THIS COURT ORDERS that First Leaside shall be entitled but npt required to

pay the foklowing expenses whether incurred prior to or after this Order:
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{a) all outstanding and future wages, salaries, empiayee and pension benefits,

vacation pay and expenses payable on or after the date of this Qrder, in each

case incurred in the ordinary course of business and consistent with existing

compensation policies and arrangements; and

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

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

12, THIS COURT ORDERS that, except as otherwise provided to the contrary

herein, First Leaside shall be entitled but not required to pay al! reasonable expenses

incurred by First Leaside in carrying on the Business in the ordinary course after this

Order, and in carrying out the pravisions of this Order, which expenses shall include,

without limitation:

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

preservation of the Property or the Business including, without limitation,

payments on account of insurance (including directors and officers

insurance), maintenance and security services;

(b) payment for goods or services ac#ually supplied to First Leaside following the

date ofi this Order; and

{c) payrr~en#s of principal and interest in respect of real property mortgages.

13. THtS COURT ORDEf~S that First Leaside shall remit, in accordance with legal

requirements, or pay:

{a) any statutory deemed trust amounts in favour of the Crown in right of Canada

or of any Province thereof or any other taxation authority which are required

to be deducted from employees' wages, including, without limitation, amounts

in respect of (i) employment insurance, (ii) Canada Pension Plan, (iii) Quebec

Pension Plan, and {iv) income taxes;

(b) all goods and services or other applicable sales taxes (collectively, "Sales

Taxes") required to be remitted by First Leaside in connection with the sale of

I.e~al*71973Ei2.R
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goods and services by First Leaside, but only where such Sales Taxes are

accrued or collected after the date of this Order, or where such Sales Taxes

were accrued or collected prior to the date of this Order but not required to be

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

(c) any amount payable to the Crown in right of Canada or of any Province

thereof or any political subdivision thereof or any other taxafiion authority in

respect of municipal realty, municipal business or other taxes, assessments

ar levies of any nature or kind which are entitled at law to be paid in priority to

claims of secured creditors and which are attributable to or in respect of the

carrying on of the Business by First Leaside.

14. THIS COURT ORDERS that until a real property lease is disclaimed in

accordance with the CCAA, First Leaside shall pay all amounts constituting rent or

payable as rent under real properky leases (including, for greater certainty, camrnon

area maintenance charges, utilities and realty taxes and any other amounts payable to

the landlord under the lease) or as otherwise may be negotiated between First Leaside

and the landlord from time to time,("Rent"), for the period commencing from and

including the date of this Order, in equal monthly payments on the first day of each

month, in advance (but not in arrears). On the date of the first of such payments, any

Rent relating to the period commencing from and including the date of this Order shall

also be paid.

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

seaside is hereby directed, until further Order of this Court: {a) to make no payments of

principal, interest thereon ar otherwise an 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

16. THIS COURT ORDERS that First Leaside shall, subject to such requirements as

are imposed by the CCAA, have the right to:
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(aj perrr~anently 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 whale or part,

subjecf 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 fioregoing to permit First Leaside to proceed with an orderly restructuring of the

Business (the "Restructuring").

17. THIS COURT ORDERS that First Leaside skull 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, ar 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 fhe

notice period provided for in Section 32(5) of the CCAA), and the disclaimer of the lease

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

18. THIS COURT ORDERS that 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
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tenants during normal business hours, on giving First Leaside and the Monitor 24 hours'

prior written notice, and (b) at the effective time of the disclaimer, the relevant landlord

shall been#itled 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 ofi such lease or leased premises and such landlord shall be entitled to notify

First I~easide 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 ~n such t~rrns as such

landlord considers advisable, provided that nothing herein shall relieve such landlord cf

its obligation to mitigate any damages claimed in connection therewith.

NO PROCEEDINGS AGAINST F{RST LEASIDE OR THE PROPERTY

19. THIS C011RT 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 contin~~ed against

ar 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

20. THIS COURT.ORDERS that during the Stay Period, all rights and remedies of

any individual, firm, corporation, governmental body ar 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 ar perfect a security interest, or (iv) prevent the registration of a claim for lien.
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NO INTERFERENCE WITH RIGHTS

21. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue,

fail to honour, alter, interfere with, repudiate, terminate or cease to perform any right,

renewal right, contract, agreement, licence or permit in favour of or held by First

Leaside, except with the written consent of First Leaside and the Monitar, or leave of

this Court.

CON~'INUAT10~1 OF SERVICES

22. THiS COURT ORDERS that during the Stay Period, all Persons having oral or

written agreements with First seaside or statutory or regulatory mandates for the supply

of goods and/ar 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

~.easide, are hereby restrained until further Order of this Court from discontinuing,

altering, interfering with or terminating the supply of such goods or services as may be

required by First Leaside, and that First Leaside shall be entitled to the continued use of

its current premises, telephone numbers, facsimile numbers, Internet addresses and

domain names, provided in each case that the normal prices or charges for a!I such

goads 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,

IVUN-DEROGATION OF RIGHTS

23. THIS CCJURT ORDERS that, notwithstanding anything else in this Order, no

Person shall be prohibited from requiring immediate payment for goods, services, use of

lease ar 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 e~ctend any credii to First

Leaside. Nothing in this Order shall derogate from the rights conferred and obligations

imposed by the CCAA.
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PRC3CEEDINGS AGAINST DIRECTORS AND OFFICERS

24. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued

against any of the farmer, current or future directors or officers of First Leaside wi#h

respect to any claim against the directors or officers that arose before the da#e hereof

and #hat relates to any obligations of the Applicant whereby the directors or officers are

alleged under any law to be liable in their capacity as directors or officers for the

payment or performance of such obligations, unti(a compromise or arrangement in

respect of the Applicant, if one is filed, is sanctioned by this Court or is refused by the

creditors of the Applicant or this Caurt.

CHIEF RESTRUCTURING OFFICER

25. THIS COURT ORDERS that the appointment of G.S. MacLeod &Associates Inc.

as chief restructuring officer of First Leaside (the "CRO") is hereby confirmed and

approved and the CRO is hereby authorized and empowered to operate and manage

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

26. THIS COURT ORDERS that the CRO shall be paid its fees and disbursements

(the "CRS Fees") in accordance with the CRO's engagement letter with First Leaside

dated December 21, 2011.

27. THIS COURT ORDERS that the CRS and its officers, directors, employees, and

servants shall incur no liability or obligation as a result of the appointment of the CRS 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

28. THIS COURT ORDERS that, to the extent that any client of FLSI ("FLSI Client")

holds a "security" as defined in section 253 of the Bankruptcy and /nsolvency Act and/or

cash in an account or accounts with Pensan Financial Services Canada Inc. (each, a

"Client Account"), such FLSI Client sha11 immediately have the right to transfer any such
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security or cash or the entire Client Account with Penson Financial Services Canada

Inc. to another licensed securities dealer {an "FLSI Client Account Transfer")

29. THIS COURT ORDERS that FLSI and Pennon Financial Services Canada inc.

shall take all reasonable steps to facilitate an FLSI Client Account Transfer.

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

3~. TH1S CURT ORDERS that the Applicant shall indemnify its directors and

officers against obligations and liabilities that they may incur as directors or of#icers of

the Applicant after the commencement of the within proceedings, except to the extent

t#gat, with respect to any officer or director, the obligation or liability was incurred as a

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

31. THIS GOURT ORDERS that the directors and officers of the Applicant shall be

entitled to the benefit of and are hereby granted a charge (the "Directors' Charge"} on

the Property, which charge shall not exceed an aggregate amount of $25Q,Q00, as

security for the indemnity provided in paragraph 30 of this Order as well as the fees and

disbursements of counsel to the independent Committee of the Board of Directors

("Independenf Committee Counsel"} to the extent that such fees and disbursements

relate to services provided in respect of First Leaside. The Directors' Charge shall have

the priority sefi out in paragraphs 50 and 52 herein. The Applicant is hereby authorized

and directed to pay a $50,000 retainer to Independent Committee Counsel.

32. THiS COURT ORDERS that, notwithstanding any language in any applicable

insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or

claim the benefit of the Directors' Charge, and (b) the Applicant's directors and officers

shall only be entitled to the benefit of the Directors' Charge to the extent that they do not

have coverage under any directors' and officers' insurance policy, or to the extent that

such coverage is insufficient to pay amounts indemnified in accordance with paragraph

30 of this Order.
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APPOINTMENT OF MON1T41R

33. Tt-i(S 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 obliga#ions and provide the Monitor with the assistance that

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

34. THlS 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 Leasicie'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 fo the proceedings herein;

(c} advise First Leaside in its preparation of First Leaside's cash flow statements;

(d) advise and assist First Leaside concerning the potential sale of the Property

and an orderly wind-down of the Business;

(e) advise First Leaside in its development of the Plan and any amendments to

the Pian;

(~ assist First Leaside, to the extent required by First Leaside, with the holding

and administering of creditors' or shareholders' meetings for voting on the

Plan;

{g) have full and complete access to the Property, including the premises, books,

records, data, including data in electronic form, and other financial documents

of First Leaside, to the extent that is necessary to adequately assess First
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Leasid~'s business and financial affairs or to perform its duties arising under

this Order;

(h) be at liberty to engage independent legal counsel or such other persons as

the Monitor deems necessary ar advisable respecting the exercise of its

powers and performance of its obligations under this Order;

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

time to time; and

{j) consult with and assist first Leaside in its negotiations and discussions with

investors, creditors, and other stakeholders.

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

Property and shall take na 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 ar Property,

or any part thereof.

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

occupy or to take control, care, charge, possession or management (separately and/or

collectively, "Possession") of any of the Property that might be environmentally

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial or

other law respecting the protection, conservation, enhancement, .remediation or

rehabilitation of the environment or relating to the disposal of waste or other

contamination including, without limitation, the Canadian Environmental Protection Acf,

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 sha11 exempt the

Monitor from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Monitor shall not, as a result of this Order or anything

done in pursuance of the Monitor's duties and powers under this Order, be deemed to
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be in Possession of any of the Property within the meaning of any Environmental

Legislation, unPess it is actually in possession.

37. THIS COURT ORDERS that the Monitor shall provide any creditor of First

Leaside with information provided by First Leaside in response to reasonable requests

for information made in writing by such creditor addressed to the Monitor. The Monitor

shall not have any responsibility or liability with respect to the information disseminated

by it pursuant to this paragraph. 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 unless otherwise directed by this Court or on such terms as fhe Monitor and

First Leaside may agree.

38. THIS COURT ORDERS that, in addition to the rights and protections afforded the

Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability

or obligation as a result of its appointment or the carrying out of the provisions of this

order, save and except for any gross negligence or wilful misconduct nn its part.

Nothing in this Order shall derogate from the protections afforded the Monitor by the

CCAA or any applicable legislation.

39. THfS COURT ORDERS #hat the Monitor, counsel to the Monitor, and counsel to

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

their standard rates and charges, by First Leaside as part of the costs of these

proceedings. First Leaside is hereby authorized and directed to pay the accounts of the

Monitor, counsel for the Monitor and counsel for First Leaside on a bi-weekly basis and,

in addition, First Leaside is hereby authorized to pay retainers of $15Q;000 to the

Monitor, $100,000 to counsel to the Monitor, and $150,000 to counsel to First Leaside,

to be held by each of them as security for payment of their respective fees and

disbursements outstanding from time to time.

40. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their

accounts from time to time, and for this purpose the accounts of the Monitor and its

legal counsel are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.
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41. THIS COUNT (~F~DERS that the Monitor, counsel to the Monitor, First Leaside's

counsel, and Representative Counsel (defined below) shall be entitled to the benefit of

and are hereby granted a charge (the "Administration Charge") on the Property, which

charge shall not exceed an aggregate amount of $1,000,000, as security for their

professional fees and disbursements incurred at the standard rates and charges of the

Monitor and such counsel, both before and after the making of this Order in respect of

these proceedings. The Administration Charge shall have the priority set out. in

paragraphs 50 and 52 hereof.

APPOINTMENT OF REPRESENTATIVE COUNSEL

42. THiS C{~U~T ORQERS that Fraser Milner Casgrain L~.P ("Representative

Counsel") is appointed as representative counsel in these proceedings to represent the

interests of clients of FLSI (the "Clients"), unless and until written notice is provided by a

particular Client to Representative Counsel that such Client does nat wish to be

represented by Representative Counsel.

43. 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

constitute sufficient notice to Clients of this Order and the appointment of

Representative Counsel and such step shall relieve the Monitor of its duty to provide

notice to such Clients under section 23 of the CCAA.

44. THIS COURT ORDERS that Representative Counsel shall be paid its reasonable

fees and disbursements by First Leaside, up #o 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 main#ain solicitor-client

privilege between Representative Counsel and the Clients.
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45. THIS COURT ORDERS that first Leaside shall pay to Representative Counsel a

retainer of X25,000 to be held by it as security for payment of its fees and

disbursements outstanding. from time to time.

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

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

47. THIS COURT ORDERS that Representative Counsel shall be at liberty, and is

hereby authorized, at any time, to apply to this Court for advice and directions in respect

of its appointment or the fulfillment of its duties in carrying out the provisions of this

Order or any variation of the powers and duties of Representative Counsel, which shall

be brought on notice to First Leaside, the Monitor, and other interested parties, unless

the Court orders otherwise.

48. THIS COURT ORDERS that Representative Counsel shall have na personal

liability or obligations as a result of the performance of its duties in carrying out the

provisions of this Order, save and except for liability arising out of gross negligence or

wilful misconduct.

49. THIS COURT ORDERS-that no action or other proceeding may be commences

against Representative Counsel in respect of the performance of its duties under this

Order without leave of the Court on seven days' notice to Representative Counsel.

VALIDITY AND PRIORITY bF CHARGES CREATED BY THIS ORDER

50, 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 $7 ,000,000);

Second — Directors' Charge (to the maximum amount of $250,000).

51. 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
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the Charges coming into existence, notwithstanding any such failure to file, register,

record or perfect.

52. THIS COURT ORDERS that each of the Directors' Charge and the

Administration Charge (all as constituted and defined herein) shall constitute a charge

an 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 (cailectively, "Encumbrances") in favour of any Person, provided, however,

that

(a} the Directors' Charge shall not attach to any monies or other Property of FLV,I

("VLSI Property") including, without limitation, property vdhich constitutes "risk.

adjusted capital" plus the $250,000 "minimum capital requirement" in

accordance with applicable securities laws and regulations; and

(b) the Administration Charge shall not attach to the FLSI Property in an amount

exceeding the lesser of (A} $1 milGan and (B) the portion of costs secured by

the Administration Charge which are attributable to, or for the benefit of, FLSI.

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

or as may be approved by this Court, First Leaside shall not grant any Encumbrances

aver any Property that rank in priority to, or pari passu with, any of the Directors'

Charge, or the Administration Charge, unless First L.easide also obtains the prior written

consent of the Moni#or and the beneficiaries of the Directors' Charge and the

Administration Charge and further Order of this Court.

54. THIS COURT ORDERS that the Directors' Charge and the Administration

Charge shall not be rendered invalid or unenforceable and the rights and remedies of

the chargees entitled to the benefit of the Charges (collectively, the "Chargees") shall

not otherwise be limited or impaired in any way by (a) the pendency of these

proceedings and the declarations of insolvency made herein; (b} any applications) for

bankruptcy orders} issued pursuant to BIA, or any bankruptcy order made pursuant to

such applications; (c) the filing of any assignments for the general benefit of creditors

made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or (e)
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any negative covenants, prohibitions or other similar provisions with respect to

borrowings, incurring debt or the creation of Encumbrances, contained in any existing

loan documents, lease, sublease, offer to lease or oti~er agreement (cailectively, an

"Agreement") which binds First Leaside, and notwithstanding any provision to the

contrary in any Agreemen#:

(a) t~~e 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 parley;

(bj none of the Chargees shall have any liability to any Person whatsoever as a

result of any breach of any Agreement caused by the creatian of the Charges;

and

(c) the payments made by First Leaside pursuant to this Order, and the granting

of the Charges, do not. and will not constitute preferences, fraudulent

conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

55. THIS COURT ORDERS that any Charge created by this Order over leases of

real property in Canada shall only be a Charge in First Leaside's interest in such real

property leases

56. THIS COURT ORDERS that the CRO Fees and the professional fees and

expenses of the Monitor, counsel to tine Moni#or, First Leaside's counsel and

Representative Counsel paid or incurred in accordance with the provisions of this Order

shall be allocated by First Leaside with the assistance of the Monitor to the various

business uni#s pursuant to a protocol to be proposed by First Leaside with the

assistance of the Monitor, which protocol shall be approved upon motion to this Court.

First Leaside and the Monitor shall endeavour to make recommendations in respect of a

protocol on or before March 30, 2472.

SERVICE AND NOTICE

57. THIS COURT QRDERS that the Monitor shall {i) without delay, publish in the

national edition of the Globe and Marl a notice containing the information prescribed

t_egai"7197 x61_.8

52



under the CCAA, (ii} within five days after the date of this Order, (A) make this Order

pi.~blicly available in the manner prescribed under the CCAA, {B) send, in the prescribed

►-Wanner, a notice to every known creditor who has a claim against First Leaside of more

than $100Q; and (C) prepare a list showing the aggregate amounts owed to equity

investors; debt investors, and employees, but not names and addresses of those

creditors, and the estimated amounts of those claims, and make it publicly available in

the prescribed manner, all in accordance with Section 23(1 }(a} of the CCAA and the

regulations made thereunder.

58. THIS COURT ORDERS that First Leaside, Representative Counsel, and the

Pvionitor 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 fallowing the date: of forwarding thereof, or if sent by ordinary mail, on the

third business day after mailing.

59. THIS COURT ORDERS that First Leaside, Representative Counse{, and the

Monitor, and any party who has filed a Notice of Appearance may serve any court

materials in these proceedings by e-mailing a PDF or other electronic copy of such

materials to counsels' email addresses as recorded on the Service List from time to

time, and the Monitor may post. a copy of any or all such materials on its website at

www.arantthornton.ca/firstleaside.

GENERAL

60. THIS COURT ORDERS that First Leaside or the Monitor may from time to time

apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.
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61. TNIS 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

I~ankruptcy of First Leaside, the Business or the Property.

~2. THIS COURT HEREBY REQUESTS the aid and recognition of any court,

tribunal, regufatary 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 end their

respective agents in carrying out the terms of this Order. Afl courts, tribunals, regulatory

and administrative bodies are hereby respectfully requested to make such orders and to

provide such assistance to First Leaside and to the Monitor, as an officer of this Court,

as may be necessary or desirable to give effect to this Order, to grant representative

status to the Monitor in any foreign proceeding, or to assist First Leaside and the

Monitor and their respective agents in carrying out the terms of this Order.

63. THIS COURT ORDERS that each of First Leaside and the Monitor be at liberty

and is hereby authorized .and empowered to apply to any court, tribunal, regulatory or

administrative body, wherever located, for the recognition ofi 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 far the

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

64. THIS COURT ORDERS that any interested party (including First Leaside and the

Monitor) may apply to this Court to vary or amend this Order on not less than seven (7)

days notice to any other party or parties likely to be affected by the order sought or upon

such other notice, if any, as this Court may order.

~5. THIS COURT ORDERS that this Order and all of its provisions are effective as of

12:01 a.m. Easfiern Standard Time on the date of this Order.

ti,~~ ►~

Natasha Brown
~ec~isirar
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SCHEDULE "A"—PARTNERSHIPS ENTITLED TO THE BENEFIT O~ THiS ORDER

- _ --- -- ~
,Mill Street Limited Partnership

Development Notes Limited
Partnerships

Special Notes LP

First Leaside Properties LP

Ferst Leaside Realty LP ~

First Leaside Real Estate LP

First Leaside G6oba{ 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 ~
3
First Leaside Realty II LP

First Leaside Retirement Residences LP

First Leaside Superior LP

;First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

(First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

_. ,._.—_ 
y K~ 

_._._.._......
Wimberl A artments LP

The Shores LP
— -------
Old Mill Pond LP
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The Biuffs of Lakewood LP

First Leaside Spring Valley LP

First Leaside Partners LP

First Leaside Opportunities LP

Preston Racquet C(ub Real Estate v
Limited Parknership Series 910 PA

Preston Racquet Club Real Estate
Limited Parknership Series 910 PB

Preston Racquet flub ReaE Estate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estate
Limited Partnership Series 91 ~ PD

FL Master Texas Ltd.

FLW Pond Master Ltd.

FLW Shores Master Ltd.

First Leaside Acquisitions LP

Queenston Manor LP

First Leaside Acquisitions 2000 LP

First Leaside Advantage LP

First Leaside Developments LP

First Leaside Elite LP

First Leaside Select LP

First Leaside Enterprises LP

B&W LP ---- 
___~.._

First Leaside Entities LP

First Leaside Expansion LP ^

First Leaside Growth LP

First Leaside Operations LP

First Leaside Unity LP —~
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First Leas~t~e'~isions ~ LP

first Leaside Visions 1~ LP

First Leaside Visions Ill LP ;
i

First Leaside Visions IV L~'

Metabacus LP

Greencore LP ~

Marksman Cellject LP

t~MISR LP

Dossietview ~.P

eSight LP

~ Tyromer LP

Pace Concorde Eas# LP

Place Concorde West LP
_. _.__ ._ _____r. ____. _.
First Leaside Wealth Management LP

First t~easide Techn.olo ies LP

F.L. Beverages Group Limited

Partnership

~.L. Retirement Residences limited
Partnership

First Leaside Global limited Partnership

Furst Leasid~ Ventures Lirr~ited
Partnership

Special U.S. Notes limited Partnership

FLWM Holdings Limited Partnership
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THIS IS EXHIBIT "B" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3~d DAY OF DECEMBER, 2012

Commission for Tak g avits, Etc.
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CXTATYOI~: First T~easide'W'ealth Managementi Inc. (Re). X012 ONSC 1299
COURT ~YL~ PTO.: C'V'-1~-96X7-QOC~.

TfA.TE: 2U12022f

SUPERIOR COURT OF JUSTICL~ — QP~'T'A~O

~QMMERCIAL LIST

~; TNT TT~E MATTER pF a Phan of Ccsmprprnise or Ail~ngement of First seaside
Wealth Management Inc., First Leaside Finance Inc., first T.easic~a Securities Tnc,,
FL Securities Inc., First Leaside Managemont Tnc,, first ~easid~ A,ccpt~nting anc~
Tax Seavices Tn,c., first T.e~sfde ~aldings Inc., 20$4056 Ontario Inc., First
~,ea$ide Realty Inc., Fist Leaside Capital Ina, First Leaside ~'tealty rI Tnc., first
I.easide Investments Ine., 965Q10 Ontario Znc,, 1.0455? Ontario Inc., 102491
Ontario Ync,, 143162$ ~nta~io Inc., 1056971 ant~rio Inc., 1376095 Ontario 7nc.,
1437290 On~arib Ltd., 1244428 Ontario Ltd., PrestanOns 17evelopment (Cataada)
Inc., PrestonTw~ Development (~anada) Inc,, preston'~hree De~'elopment
(Canada) Ync., ~'reston~'our bevelopment {Cane~da) Inc., 2088543 Ontario Inc.,
2x$8544 4ntaria Inc.,, 2Q8$545 Ontario Inc., 13316t}7 Ontario Tnc., Quecrnston
Minor Ci~eneral Partner Ina, 1408927 Ontario ~,td., 210773 $ (~ntaria Inc.,
141$3SI Ontario Ltd., 2128054 Ontaiio Tn~,, 20f9212 Ontario Imc., 1132413
Ontario Inc., 20fi7~7~ antiario Tnc., 20$5306 Qntario Inc., 2054035 Ontario Ync,,
20$6218 Ontario Inc., 2Q$54~8 Ontario Ync., First Leaside ̀ V'isipns 1Vlanagemenf
Inc,, 1049015 Ontario Tnc.,10~90x6 Ontario Tnn,, 2Q~7804 Qzttat•~o Inc„ 2Q19418
Ontario Tnc., ~~, ~tesearch Ivfanagement Inc,, 970877 Ontario Inc., 1031628
Ontario Ync,, 104SS1b 4ntarcia Inc,, 20Q~516 Qntario Inc., 2192341 Ontario Inc.,
and first ~.~aside Fund Management Inc., Applicatrts

BEFURE: D.11ii. Bra~crvn J.

COUNSEL: J, birch and b, 'QVard, for the Applicants

P, Ht~f~ and C, dun, for t1~e proposed Iv~anitor, C3xant Thornton Limited

I7. Bash, for the Independent Directors

B, Empey, for In~estmenY Indusir~' Regulxtaiy t~rganizatiibn ~~ Canada

J. G~~out, far the Onta~xo Secu►~ities Coznmissio~

R. Oliver, fo~~ K.ena~dari Contracting Limited

J, Dietrich, the proposed Representative Counsel for the in~vestars

E. Grarbe, far Sixuctform Tnternatianal ~.irnited

TAT. ~iehter, for Crilberl Steel limited
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M. Sanford, far snick Electrick Limited

M, I~pn~~ktw~va, fox Midland Z.Qan Services Inc.

C. Prophet, for the Canadian Ymperia! dank of Camm~rce

I-'CARD; Febi~uai~ 23, 2012

~ASt~NS FU~t UTCTSI4N

X. Overview: CCAA Xnif4s~1 Order

r~ o. ; ~ ~ 6 p. 3/ 10

~1~ Can '~'hursday, Febcua~~ 23, 2Q12, I granted an Ynitial Order under the ~'anrpai~ies'
Cred~raYS Art-dngement Rcf, R.S.C. 1985, c. C-36, in respect of tha Appliear~.ts. These are my
~e~soias fot• that decision.

II. The ;~ppiicanf corporations

(2] The Applicants ~e members o~ the First Leasicle group of coznpanYCS. They► are
described in detail iil t1~e affid~~it o~oregaz~y MacLeod, the Chief ~estructurin~ Officer p~FiYSt
seaside Wealth Management ("~'LWM"), sn I intend only refer in these ~tea~sons to the kep
entities in the groan, The parent ca~•poration, ~~~X~lY1, owns several subs~daa~•ies, including the
~ppli~s~nt, First Le~side Securities Tnc. ("~~.ST"}, A.ccordir~g to Ivor. MacLeod, the Oroup's
operations eenh~e on ~~V'M and fi~SY,

[3~ FLSI is an Ontario investment dealer that manages clients' investment portfolios which,
broadly sp~akin~ Consist pf z~on-propri~C~u•y M~.rket~,ble Securities as well as proprietary equity
and debt securities issued b~ First Leaside (the so-called "~~ Products"). All segregated
lyl~rketable Securities arG held in se~:cgated client ~ccaunts with P~~san Fi~zancial ScrUiccs
Canada Tnc.

[4] First T~easide designccl lts ~~, Products to provide investors with consistent monthly
distributions. first Leaside acts as a real estate syndicate, purchasing real estate through limited
pa~~tnerships w~vxt~ a ~+ie~v to rehabilitating the ~roperties fa• lease at higher• rtes ar eventual.
resale, Fixst Leaside ineorpoc~ated special-purpose corporations to act as genet•af p~tners in the
varior~s LPs it set up. The general p~t`tners o~ ~ixst seaside's Canadian LPs — i.e. those which
own property in Canada —are z~pplic~nts in thfs proceeding. First Leaside also seeks to ~xtez~d
the benefits of the Initial Order to the corresponding ~,Ps,

[5] Hest Leaside hAS two types of Ll's: indi~~idual T.Ps that acquire cad ape~~a~e r~ single
pxopertY~ or development, and aggregato~~ CT's that hold units a~' multiple LFs. Investors ha~~e
invested in Uoth kinds of ~,Ps, Tn ~aragr~~,h 49 0~' Jars ~f'fid~vit Mr. MacLeod detailed the LPs
tiVlflll)1 ~`1PSt T~caside. `W'~iile mast First ~.easid~ LPs hold interests in identifiable propei~ies, for t~
few, called "Blind Poa1 LFs", clients invest fiends without knowing where the ~'un~is liEcel~ rvere
to be rn~vested. Those LPs are described in paragraph S 1 0~' Nor. Iv~acLeod's affidavit.
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Cb] T~~e applicant, First Leaside finance Tnc, ("F~, Finance"), acted as a "central bank" fur
the First Lesside group of entities,

YTY. '7'he materraT eWe~nts Ieadyng to fhrs application

[7J In the fall of 2009 the pntario SeGU~ities Commission began investigating first ~eas~de.
Yn 1Vlarch, 20 Y 1, First Leaside retained the proposed Monitor, C7rant Tharntan ~Limitiec~, tb review
at~d mike recotntuendations about first T.easide's bus~n~sses. Ato~at~d the same time first
Leaside an~anged for appraisars to be pexfoimed of ~vatious piopeL~ties.

[8] Grant Thornton released its report an Aug~lst 14, 2p11. For pui~oses of this application
Grant Thornton made se~verat material findings:

(i) There exist significant intiemelatianships between the- ~titi~s in the F~, Group which
result in a complex corporate structu~~;

(ii} Certain LPs have been a drain on the resources of the Grr~up as a result df recurring
o~eratin~ losses and prop~i~ty rehabilitation costs; end,

(ire) The .future viability of the ~T~ C~raup was cc~nting~nt an xts ability to raise ne~v capital;

"I£ the Fr, f~roup was restricted ~rornt zaising ne~t~v capital, it would likely be
unabtc to continue its operations its the ai~iinazy course, as it would here
insufficient i~e~'enue to sUppoit its infxastructure, staffing costs, dis#~~ibutians. and
to meet their funding requirements fai existing projects."

[9] As a result of the report first ~,caside fired ~.dditzonal s~~ff tc~ tm~,rove accounting
resources and t~naneial planning, Last No~vemher the $oard a~~oinCed an independent
C,oznmittee t~ assume all deeision~mxl~ing authority in respect of first ~easlde; tote Group's
foiuider, David Phillips, was no longer in charga of its management,

[10] FLSI is regulated by both the QSC and the Investment Tndush~y Ttegulat~i~ a,rg~niz~rian
of Canada ("TTTtOC"), Yn Octt~bex, 2011, YTYtC)C issued ~'~,SI tt dis~retion~ry ~~uly warning level
2 letter prahibiCing the compan~r From reducing capital and placing other restrictions o~n its
activities. At the same time the OSC told first 'L,easide that unl8ss s2~tisfactory at-~angements
were made to deal with its situation, the 4S~ aln~pst certainly ~~t~auld take r~g~tlaCary action,
inaluciing seeking a cease trade order,

(] ~] ~i~~st ~.e~side agzeec~ to a ~valu~.t~ry c~ASe trade, retained C3ranC Thornton to aGt ~s an
independent monitor, infa~med investors about those developments, and made available the
August Crrant Thornton repdirt.

[12] Because the cease trade restricted First T.easide's ability to raise capital, the Independent
Committee decided in late November to cease distributions to clients, including distributions to
Lp unit holders, interest payments an client na~'es/debts, end di~rid~nds on common or prefeized
shares,
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[13] Yn ~ecem~er the Indepcndent Committee decided to t'et~irt M~,~. MacLeod as CRO for
Fist Leaside and asked him to develop a~ ~rraxkottt ptan, wrhich he finalizcd in late 7anuau:y, 2p12,
Mr. Mac~.eod dopased that the do~ov~tuix~ is the economy has resulted in first seaside realizing
Iower operating income ~rbile inc~a~~ring higher operational eases. rn his aff~da~it Mr. MacLeod
set out hia conclusion about a woi~ko~~t plan:

Aft~i~ c~re~ully analyzing the situation, my u7tilnate cottclt~sian was that it was toa risky
and uncertain for first Leaside to pursue ~ resumption of previous operations, inolutling
the raising of eap~ta(, 1VIp recommendation to the Tndcpendent C~mmlttee was that Fnst
Leasic~e insfead und~r~~ke an orderly wind-down of operations, involving:

(a) Campl~ting ~n~+ ot~gait~g pragcrty development acti~vity~ rnthich ~c~tyauld create value for
inr+estors;

(b) Realizing upon assets whets. it is feasible to do so (even where optimal icalizatiar►
might occur over the next 12 to 36 months);

(c) T~ea~ing tir►ith the significant inter-company debts; and,

(rl) Distributing ~xaceeds io investors.

Mr. MacT~ead fu~`ther deposed:

[T]he best 'way to pXOmote this r~d~dawn is tluough a filing under the G'C.~A so thmt all.
issues — especiatiy the numerous investor and creditor Claims ~.nd inter-company claims —
can be dealt within one forum undar the supervision of tk~e Court.

The Inaeperndent Committee approved Mr•. MacT.eod's recommendations. This application
resulted.

T.'V. Av~iiabxlity of CCAA

A, Tie ~inanrial condition of the ~pplfrauts

[14] Acc~rdfng td Mr, Mac~.eod, first ~.easide has o' er $370 million in assefs under
m~ti~gement. Some of Yhose, ho~~ever, are Ma~•ketable Securities. first T~easide is prr~pasing
that clients holding ~iarket$ble Securities (which are held in s~greg~ted ace~unts) f~~ fiee to
transfer them to another investment dealer during the ~'C.''A~, pxocess. As to the ~~alue of FL
Praducrs, Mr. MacLeod deposed that "it remains to be deteirnincd specifically haw much value
will be realized for investors an the LP units, debt. inst~lunents, and shares issued by the various
first .seaside entities."

[1S] First ~.easide's debt totals approximately $308 million: $176 nnillion to secared creditors
(mastip mortgagees) and $~32 million to unsecured Creditors, including investors holding notes
car other debt instruments.

[lb] Ib1~'. Tv1acT..eod summarized his assessment of the fizi~nt;ial status of the First Leaside
Cnoup as Pollo~~vs:
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[S]ince Gr1'~, repo~.~'ed that the aggregate value of propes•ties in the ~'itst seaside exc~edcd
the ~alt~~ of the properties, #here will be net proceeds remaining to provide at least some
return to subordinate creditors or equity holders (i.e., LP unit holders and carporatipri
shareholders) in many of the ~'~rst L~aside entities. The x•eeovcry will, of opurs~, ~cr~ry
depending an the entzt~, At this stage, however, it is fair to conclude that them is a
rnater~al equity d~~'icit both in individual first ~.~aside entities artd in the overall First
Le~side group.

[I~] In his affidavit Mr. MaGLec~d also deposed, with respect to the fnancial situation a~~~rst
T..easide, that:

(i} The cease trade placed se~►ere ~nancitt( canst~aints on Fi~•st ~easido as aimc~st e~erq
business unit depended a~ the ability of ~T~'W'~vi and its- subsidiaries ~a raise capital
f~;o;m investors;

(ii) There are iynmeciiat~e o~sh fEow crises at t~T~'S)SJ'Yt~t and Ynpst ~,~'s;

(iii) FLWM's Cash,. reserves had fallen from X2,8 million in No~enYber, 2fl11 to $1.6
million at the end of this xanuaty;

(iv) Absent new cash from asset disposals, current cash reserves would be oxlaaust~d ~n
Elpril;

(v) At the end o:f December, 201 t Ventures defaulted by fai}ing to mare a principal
mortgage payment of $4.~~ million o4ving to T~.ing5ett;

(~vi} Absent Cash flog' from FLWM a default is irnmin~nt fir Tnvesto~~'s Hayrnon~
property;

(vii) first r.e~side lacks the liquidity ax refin~nc~ng options Yo rehabilitate a number of the
prape~~ties and e.~ecnte on its business plan; end,

(viii) First Leaside generally has been able to make mortgage payments to its creditors, but
in the futYxre it witl be difficult to do sa given the need to cxper~d monies an property
development and upgrading activities

[18~ In his description cif fire status of the employees of the Ap~lieants, lvlr. Mae~.ead did not
identify any issue conceizling a. pension funding c~eficiency,t The internally-pi•ep~red 2010
FI~W~ ~~nancial statements did n.at x~ecozd a~~ such liability, Grant Thornton did not identify
~~np such issue in its Pte,fil[ng Report.

[19] First Leasside is not proposing to place all of its o~er~tions under cdu~~t-supervised
insolvency proceedings. Tt does not p]<ux to seek Chapter 11 protection for its Teas properties

`MacLeod Affidevi[, parras. 104 to 1U4.
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since it believes they may be able ro continue opexatiar~s o~►er the antiCip~ted wind-up period
using cash flaws they generate anti pad thew littbilities ~s they become due. I~Tor does ~'i~:st
Le~side seek td include in this Ce~1A proceeding the first T~easid~ ̀ V'enture T~,' ("Ventures")
vvluch owns and operates several properties in t7nta~'io and BrI#i~h Columbia. Qn February 15,
2012 'dentures and Bridge Gap YG.onsulC rnC, sxg~ned a nan-binding term sheet to provide some
bridge fir~aricing for Venta~es, First Leaside deo~ded nvt to include ceirtain 'V'entures-r~lat~d
limiCetl ~ai~tnerships its the CCU application at this stage,2 while reserving the xight to later bring
a motion to extend the Initial Order anc~ stay to these ~~Gluded LPs. The Initial Order which I
signed reflected that zesei~vation.

[2a] As noted above, over fhe better pa~:ti of the pest dear the proposed lVianitor, Grant
Thornton, has become f.~miliax with the affairs of the ~'izst T.easide ~xraup ~s a tresult of the
review it conducted for its August, 201 Y report, Last N'o~vez~ber Fitst Leasic~e ref~~ned Cirat~t
Thornton ms an independent monita~• obits business.

X21] Yn its Pre-ling ~tepart G~'ant Tk~ai~tvn npted that the last available financial statements
for FLWM were intert~~tl~r prepared ones for the year ended necember 31, ~Q10. They showed a
net loss of about $2.863 million. The T'rc~filirig ~Zeport contained a 10-week casks flaw
projection (ending April 27, X412) prepared b~ the ~~~~st seaside Group. The Cash Ftow
~'roj~ction does not contemplate seiti►icjng interest and principal payments during the projection
period. Qn th~C btisis the CA$h Ftotiv Projection showed the Crroup's Combined closing bank
balance declining fiom $6.97 million to $4,144 million by the .end of the ptojeetiot~ period.
Crrant Tho~~ntan y~e~vie~wed the Cash Plover Projection and Mated that it reflected tha probably end
h~p~Ehekic~l assumptions on which it was ~rre~ared and that the assumptions vt►ere suit~bl~.
supported and consistenC with the plans of the first seaside Croup and pra~c~ided a ~reasQn~ble
basis for the Cash Flow projection.

[22] CYrant Thornton reported that certain creditors, sp~eifieally eonsh'uetio;n lien claime~ttts,
h~cl comir~enced enforcement proceedings anc~ it Canelt~ded:

Gr'iY~n C1~8ditbi~5' actions to date and due to tike Complrc~ted nakure of the FL Group's
business; the complex corporate shucture and the numbea of competing stakeholders, it is
uinlikel~ that the ~~. Group will be able to conduct an orderly windMup or cant~nue to
reh~ibilitate properties without the stt~biliCy provided by tt ~'armal Court supervised
resri~ucturing process.

As the v~riaus stakeholder interesCs ~•e in many uses inte~~t~s~rir~ed, including
intereornpany claims, the granting of the relief requested would provide a single forum
~taa~ the numerpus stakeholders of the ~~. Cn•oup to be hca~~d and ko deal with such parties'
claims ttz ~n arc~e~•ty' manner, ~rnder the s~zpe~~vision of tie Gaurt, a CRO and a Court-
appointed Monitor, Fn particular, tt simple or forced divestiture of the properties of the

Z "the Fxclu~led LPs were identified in paragraph l34 of Mr. Mac~,eod's a~ffcdavit,
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FL G~bu~ would not only erode potential investor value, but vu~ould not provida the
structure necessary to reconcile investor interests dry ~ equiC~ble end ratable basis.

A stay of proceedings for both the Applicants and the LPg is necessaxy if rt is deemed
a~~~~opriat~ by this ~Tanowabie Co~ut tv allow the FL ~ronp to maintain its business end
to allow the FL Group the apporlunity to develop, refine anci ix~tplement their
restructuringJwind-up plans} in a stab~lizec~ environment.

B. findings

[2:i~ I am satisfied that the Applicants a~•e "companies" ~vithit~ the mewing of the CCAA and
that t ie total claims against the Applicants, as ~n ~ffiliaYed grasp of companies, is greater than $S
million.

[24~ Are t1~e Applicant companies "d~btar companies" in tie sense that they ~e insal~vent?
For the pui~ases of the CCrL4 a carnpany may b~ insolvent if it falls ~'crithin the definition of an
insolvent person in section 2 t~f the ,~ankrupt~y and` Insarvency tict or if its financial
Circumstances fall ~srifihin the meaning of insolvent as described in .fie S'~elca 1'rre. which include a
~n~nei~lly uaubled corporation that is "reasonably expected to ~~► auY of Iiqurdity within
reasonable proximity of time as eompai~ed with tk~~ time xeasonabl~ required to implement a
a~e~truchiring".~

[25J 'Whin looked of as a gaup the AgplicAnts .£'all .within the extended meaning of
"in,5olvent": tts tt ~~esult a~'th~ ce~sa trade their ability to raise capital has been se~'erel~'restricted;
easy reserves fell significantly from I~or►ember until the time of filing, and the Cash flow
projection indicates that cash ~eser~res ~w~ill continue to decline even with the cessation o~
paymen#s an n~axtgages and other debt; Ivor, MacLeod $stimated that cash re$er~v~s rv~t~ld run opt
in April; distributions to unit holders were suspended last l~ovember; and, sancae formal mortgage
defaults have occurred.

[26] Hotivever, a secured creditor mortgage, Midland T.pan Services Inc., submitted that to
qualify for CCs1A. protection each individual applicant must be a "debtor company" and that in
the case ~f one a~plicar~,t, ~aeenston Manor General Partner Zne., that company was not
insolvent. In his affidavit Mr. MacLeod deposed that the Quaenstpn l'vlanor T.,~' is a~v~ed ~~ the
~~irst Lcaside expansion r,~tnitcd partnership ("FLEA"), Que~nston o~uvns and operates a 77-unit
retirement complex in St. Catherines, has been profitable since 2008 and is expected to remain
profitable t~u•ough ZD13. Queenstan has been listed For sale, end management cut7entl~ is
considering an offal t4 purchase the propei~t~, NZidland Loin submitted that in Light of that
~1ri~I1GiAl situ~Cion, no Ending cov~Id be made that the applicant, Queenstun Manor• Creneral.
Partner Inc., ti~~as a "debtor company".

[27] Followjng that submission I asked Applicants' counsel wherein the record one cau7t~. find
evidence about the insolvency of each individual Applicant, Thai pzompted a break in the

~zooa~, Qs c.~.~~. ~a~~) 299 (Ont. S.C.7.).
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~.earing, at the end of which the ~,pplic~nts filed a supplementary e~ffid~vit from Mr. lvlac~.eod,
Indicating that one of the biggest pra6lems facing the Applic~nks vas the Lack of complete and
u~-to-date ae~axds, in consultation with the Applicants' CFO IYT~. Macleod subm~ltted a chart
providing, to the extent possible, fiu~thet information about the financial status of etch Applicant.
That chart broke down the fin~~eial sCtttus of each of the- 52 Applicants ss follows:

Insolvent 28

Dormant YS

Little or na realizable assets 5

Vlore info~~~t~an to be made available to th,~ ~a~urt 3

Other: managennent re~'ez~ue stopped in 2410; $70,(?04
cash; $27x,000 in relat~ti~COmpany receivables,

Y

Queenston Ma~~or Creneral partner Tic, vsras one of the applicants far which "mare information
would be made available to the ca~rtt",

[28] As T have found, r~+rhen looked at as a group, the App~~oat~ts fall within the extendet~
meaning of "insolvent". Vilhen one descends a fe~t~v Xe~els aad looks at the financial situ~.tian of
same n~' the aggregator LT's, such ~s ~~~, M~•. MacLeod .deposed chat ~ is one of the
~~rgest net debtors ~ i.e. it is unable tp repay inter-company- balances fiom operating cash flows
and lacks sufficient z~et asset vft[ue to settle the intercampan~ batauees through the immediate
liquidation of assets. The evidence therefore suppaa~s a finding that. the corporate gene~eal p~ilner
u£ FLEA is insolvent. Queenstc~n Manor is one of several assets owned by ~~.EX, albeit an asset
which uses the foam of a linuteci partnership.

[29~ Yf an insal~vant company a~~vns a healthy asset in the form of a limited partnership does the
health of thaC asset preclude it from being joined as art. z~p~li~~nt in a CGA~# proceeding? Zn the
circumstance of this case it does not. The jurisp~~udence under the CCAA pip~vides tht~t the
protection of the Act may be extended not only to a "debtor company", ~Ltt a~SO tb entities why,
in a verq pr~~tieal sense, aye "necessary parties" to ensure that that stay order works. Morawetz
J. put tie matter the f~l[owing way in ~rrszrrt rnCOme ,Fu~td (Re):

The C~r4~1 definition of an eligible company does not e~tpressiy include partnerships.
~ovrever, CCA.~4 courts k~a~ve e~cei~cised jurisdiction to stay proceedings with res~eci to
pat~tn~rships ~.nd limited partnerships inhere it is just. and eot~'vanient to do so. See
Lehndorff, supra, and 12e Can7vest Global Cvmmunical~ons Caip., 2009 Carswellgnt
6184 (S.C.r.).
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The courts h~v~ held that thus relied is appropriate vvhexe the operations of the debtor
companies are so intertwined with those of the p~~~tnershipa or limited partnerships in
c~u~stion, that not ~xter►ding the sta~ ~r~'ou~d ~ignif~c~ntl~ impair the effectiveness of a ~ta~
in respect of the debtai Comp~riies.

[3Qa Although section 3(1) o~ the CCAA requires a court on an initiaC applioation~ to xngt~~le
rota the salvenc~ of and' applie~nt, the jurisprudence also requires a court to take into aoaaunt the
relationship between any particular carnpany and the larger gY•o'up of which it is a member, as
well as the need to plae~ that company rn►Ithin the protection of the Ynitial t~rd~r so that the order
tivill ~s~vo;r~ ef.F~ctivel~~. On the evidence filed T had na hesitation i~ concl~rdrng that given t'~e
insol~enc~ of the overall First. Leasid~ C~ioup and the high degree of inter-connectedness
amongst the members of that group, the proteokian of the CCAA needed to extend both to the
Applicants and the litx~ited pat•tnerships listed in. Schedule "A" to the Tnit~al Ozder. The presence
of all those entities ~,vifhin the ambit of the Initial girder is necessary to ~ffeet ~n orderly► winding-
up of the insolvent group as a whop. Consequet~ti~, ~c~heCher Queenston Manor Greneral partner
Inc, falls under the Initial Oxder b~ virtue of being a "debtor company", ar bar ~virt~ue of being a
necessa~~y pa~tq pis part of ~n interh~vined ~vhole, is, in the circumstances gf'this cEtse, a disiinet4on
r~ithot~t a practical difference.

[31] IIl SUTII, I am satisfied that those Applicants identified as "insolvent" on the chart atkach~d
to N1r. MacLeod's supplerne~tai~ e~f'f~d~~vi~ are "debtoi companies" within the mewing of the
~'GA~4 and tix~.t tt~e other Applic~►t~ts, as welt as the limited par~t~nerships listed on Sehec~ule "A" of
the Initial Order, are entities to which it is necessary and app~op~~Iato to e~c~end CC~4 protection.

C. ~~Liquidation" CCAA

[32] While in most circumstances resort is made to the C'~AA tq "~ertnit the debtor t~
continue to carry on business and, where passible, a'vaid the soci~T and eGOnomic costs of
liquidating ids assets" and to cz'eate "conditions for p~•esert~'ing the stat~i~s duo white attempts axe
made to Find common p~~ound amongst stakeholders for a reorganization #.hat is fau to ~1!", tt~,~
reality is that "reor~aniaations of differing complexity require differea~t Legal mechanisms" s
Tf~at a•eality has led courts to recognize that the C~'AA rn~y be used to sell substantially all of the
~sefs of a ciebtar eonnpttny to preserve it as a go9ng conce►n under ricw ownership,6 or to ~,vind~
up or liquidate it, Tn Zehndorf~`'Ue~aeraI l'ar~l~r~~~ Ltd. (1Ze)7 ~arl~y r, observed;

Yt appears to me that the piupose of the 'CAA is also to protect the interests of creditors
and to enable an orderly distribution of the debtor company's affairs. This may iavoly~ a
1~inding~up ar 1iq~uid~tian of ~ company or ~impl~ a suhst~ntial downsizing of its

4 2011 O~SC 2061, par^as. ~6-2'1.
s Cerrr~rry 5e~v~ces lac. v. Canada (~4tto~•ney Gene,-tr/), 2010 SCC 60, pars. 15, 77 and 7~.
6 1Vorlel Arern~vlks G'orp. (Re), 2409 ONCA 833, pars. 46; see ~C.evin ;f'. Mc~lcheran, Commercial 1"nsalvency in
Ccrrrada, Secand~'diNon (Toronto: T.exisDTexis, 2p11), pp. 284 et seq.
[1 X93] O 7. 1~''0. L4 (Gen. T~iv.). Tn 1'3rnke ~'ro, zrt1, {Re}, ~2008j O.J'. No. 21$0 (S.C,7.), WilCOn-Siegal 1. stated, ~t

pttrngraph 10: "ti'J]iile reservations are expressed tom tErne t~ time regarding the 8pprppriB~Cene~s of ~ "(iqui~ating"
CC,~4~1 praceeQitig: such proceedings are permissible undca-the CCA.~4."
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busi~a~ss ope~~~tians, provided the same is proposed in the best interests of the credittors
~enerall~. See Assoc. 1'nvestors, supra, at p. 318; Re AmirauT~ Co. {1 51), ~2 C.B.R.
1980, (1.951) 5 n.~..R. 203 {N'.S,S,C,) ~t pp. 187-8 (C.~.R.).

[:i3~ In the decision of Associated I~rvesrors of Canada Ltd (lie) referred to b~' Farley 7., fhe
Alberta Court of Queen's ~enct~ stated:

The realities of the modern marketplace dictate that courts o~ lair respond to commercial
problems 4n inno~vAtive ways without sacrificing ~~gal principle. Tn my opinion, the
Companies' G~cditors Arrangement Act is not restricted in its application to camp~ies
~vvhich are to be kept in business, Moreover, the Cow.~t is not witfwut the ability to address
within its jurisdiction the concerns expressed in the Qntario cases. The Act may be
invoked as tt means of liquidating a cQmpan~r end r~vinding-up its affairs but onl~r if
certain conditions precedent are met;

1. It must be demonstratet~ that bane#its 'w'~uld likely flow to Creditors that 'c~vould
not othe.~~wise be awail~ble if liquidation we~~e effected ptusuant to the Bank~.~uptcy
Act ox the Winding~Up Act.

2. The Court must concurrently pzawide directions pursuant to ~ompatibl~
legislation that enstu~es judicial control over the liquidation process and an
cffect~~ve means ~~vhereb~ the affairs of tie ~~mpan~ mad be investigated and the
a~sulfs of fhaE investigation made available to the Court.

3 ; .A Plan of Arrangement should not receive judiai~~ sanetior~ until the Court has
in its possession, alI of t~~e evidence necessa~p to allow the Court to properly
exercise its discretion accai-ding to standards of fairness and reasonableness,
absent and findings of illegality.s

The editors of 2'he 2 12 Annotated Batrkruptcy and Insolvency Act take same issue ~c~vith Che
extent cif thgse Conditions:

With respect, these conditions maybe too rigorous, Tf the GoYU~t finds that the plan is fair
a~~d reasonal~~e and in the best interests of c►~editots, And there ale cogent reasons for
us~ig the statute rather than the .BIB oa•, AURA, there seems nn reason why an orderl~r
liquidation eauld not be carried out under the CC~1.~

[3~~ Mx, SvSac~,eod, the CRO, deposed that no viable plan exists to c~ntinu~ dust ~.easide ~s a
goii7g e~iicern and that the most appropriate course of action is to effect an ordeil~r ~nd~t~awn of
first seaside's operations ove~~ a pe~~i4d c~~ time and in a manner which will. create the
appoxt~r~ity to realize improved net asset value. In his professional judgment the 'CAA offered
the mast appropriate mechanism by which to conduct such ~n orderly lit~uid~tion:

~ fii1•st 1'»uestors Capp. (Re) (L987), 4b D.L.R. {A`~') 669 (Alta Q.~.), para~, 36.
T-Toulden, Marawetz & Sarra, The 2Dr2 ~tnrratated 13anlmuprcy nr~d Ipso/vencJ~ Act, N§ 1, p. 1494.
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~TJI~c best way to pa'omate this wind-down is through a filing undex the CCA.R so t1-►at all
issues — especi~ll~► Eh~ numerous investor and creditor claims and. f.~e infer-company
clams — can be dealt with in one forum antler tie supervision of the court.

Z~z its Pre-filing Repoirt the Monitor also supported using the CC.~9~1 to implcment the
"restrucfuring/wind-up pXan(s) in a stabilized environment".

[3S] $ath the C~2.0 and the proposed Monitor possess extensive knowledge ~b~uY the
~~rorkings of tl~e A,ppliaants. Both suppoirt a process conducted tuadex the CCA~ as the most
piactic:~t end effective way in which to c~~~l with the affairs o~thrs insolvent gt~oup of campani~s.
rIo party contested the availability of the CCAt1 fo conduct an orderly winding~up of the +~ff~irs
of tie Applicants (although, as noted, some pasties questioned tivhether certain ertt113es should be
included ~c~vithin the sebpe of the Initial order). Driven that state of aff~lrs, I -saw no mason not to
accept the professional judgment of the Cad ~,nd the proposed Monitor that a liquidation uttdet
the CC.A.~. was the mast a~pro~ri~te saute to take.

[3~~ Mor~a'ver, X saw zto ~rejudtce to claimant creditors by permitting the ~vindit~g-up of t~.e
First Leeiszde 4roup to proceed under the CC.4,4 instead of under ttte BIA its view of the
convergence rr~luch exists between the CCA.~! and 1'3~. on the issae of priorities. As the Supreme
C4tyrt of Canada pointed out in Cenlur y Services;

Because the C`CA~4 ~s silent about ̀~vhat happens if reorganization fails, the ~1'R scheme pf
1iqu~t~at~4n and disiributidn necessarily supplies tie backdrop foe ~h~t will happen if a
GGA~ reorganizaxion is ultimately unsueeassfut,~~

As tl~~ British Columbia Cou~~ of Appeal observed in Caterptlrar .~'rnpncial Se~vtces Ltc~ v.
3c~Onet~varks carp. interested pa~•kies also use that priorities backdrop to negotiate suceessfui
CCAA reorganizations:

While it might be suggested that CCA.A proceedings may require those with ~ finanGi~l
stake in the company, including shareholders and creditors, to compromise ~om~ a~
their rights in oix3er to sustain the business, it cannot be sAid Chat the priarifies between
those rrtith ~ finttncial stale are me~~ngless. The right of creditors to realize on any
security may he suspended pending the final approval of the court, but this does not
render their potential priority nugatory, Priorities are alv~ays in the bacl~ground end
influer~ee the decisions of those who vote on the plxn,~f

[37] I therefore concluded that the CCAA was available to the Applicants in the cixoamstances,
and Y so ordered.

"0 Century Seivlces, supra., pars. 23.
" (2Q~'7), 279 D.L.R. (4`~) 701 (B.C.C.A.), para. 42.
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[?cg] The Applicants sought the appointment cif ~rasex Ivliln~er C~sgrain ("FMC') as
Tt~presentat~ve Counsel to repxesent the interests of the some 1,2 0 clients of FLST in this
proceeding, subject to the right of any client to oft-out of such representation. The prpposed
Monitor expressed the view that it would be in the best intezests of the FL ~rrou~ and iCs
investors to appoint ~2.~epresentativ~ Counsel, h1a party objected Yo such an appointment I
reviewed the qualificat~a~is and e~per~ence of proposed Representative Counsel and its proposed
fees, and I ~cvas satisfied that it would be appropriate to appoint AMC as ~.~presentati~ve Counsel
on the teens set out in the Initial Clydes.

[3g] The Applicants sought the appointment of C7.S. Yvlac~ead & .AssQCiates Tne, as CXta of
first seaside. I~To party objected to that apppintment, The Applicants i~naTuded a caps of the
(;~.C~'s bec~m~er 21, 2Q~ 1 ~.etention is greement in then materials. The proposed Monitor
st,~~ed that the appointment of a CRU was important to cnsuce an adequate ler~e~ o~ senior
carpQrate gove~~nance leadership, T ag~~ee~ especially in light of tie ~vithdr~rval of 11~r. Phillips
last Na~rember from the man~gemeut off' the {group. The pin~osed 1Vlonitor repo~rtcd that the
terms end conditions of the Retention Agreement we~c consistent r~vith sitnil~r arrangements
approved b~~ other courts in CC.A~. prgceet~ings end the rernuneratian payable was- reasonable in
the circumstances. A,S a resulf, T coz~frrr~ed the appointme~►t of G.S, lviac~,ead & Associates Ync,
~s CR4 ~f Fiist Leaside.

~aaJ Fin~ll~', I appointed Gant Thornton as Monitor. lVo pa~~ty obj~et~d, end C~r~t Thaz~,tp,~
has extensive knowledge of the affaYrs of t1~ first seaside ~xroup,

'V7. Administration tend D&~ Charges and their pryo~xt~~s

A. Charges fought

[41 ] ̀r'he Applicants sought approval, purs~iant to section 11.52 of the GC~A, of an
Ayciz~inistration Charge in the amount of $1 million t~ secure amount$ o~v~d to the estate
Professionals — First Le~sida's Iegsl advisors, the. CRQ, the Iv~anitor, and k}18 Manitbl•'s cau~,sel,

[42] They also sa~ght are. order indemnifying the Applicants' di~~ectars a~~d officers against and
host-filing liabilities, together with approval, pursuant to section 11.51 of the CCA~t, of a
Dir~cfor and Qflficee's Charge in the amount of $250,U04 as security far such an indemnity.
~~istorically the First Le~side Group chid eat maintain Dc~O ins~ranc~, and the Xnciepez~dent
Committee eras not able to secure such insut~ance at ~•easanable rates and tei~nns when it txied to
cia so in 2411.

[~3] 'Z'he Zvionitor stated that the amount of the Administration Charge was estat~liahed based
on the Est~~e Frofessiona~s' prs~vious history and experience with resh-uctttrings of similar
magnitude and complexity. The Ma~nitor regarded the anno~nf of tie D&O Charge as reasanab~e
under the circuc~YStances. The hionitar commented that the combined annount of bott► charges
($~ ,2S million) was seasonable an comparison with the amount owing to rnoi~tgagees ($176
~~ilYian).
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[44] rn its rire~fillng ~teport the Monitor did note that sho~~tlq before commet~c~.ng this
appj~cati~~l the Applicants paid $250,000 to cauns~l ~o~ the Independent Carntnitr~ of the
Board. The Monitor stated that the payment might "be subject to review by the Monitor, if/when
it is appointed, in accordance with s. 36.1(1 of the CCAA". I~To party requested an adjudication
of this issue, so Z xefer to the matter simply to record the Manitor's e~pi~essian of concern.

(45] gas~d an the evidence filed, Y concluded that ~t r~vas necessar~r to grant the charges sought
ui order to secure the sei~vioes oft the Estate Professionals and to ensure the continuation of the
directors in their offices and that the amounts of the ehar~cs wcrc reasonable in the
circumstances,

B. Priority of ch~r~es

X46) The Applicants sought super~prioxity for the Administration and DBcp Charges, 'with -the
Administration Chttrge enjoying ~'iYSt p~iari#~ and the D&0 Charge second, v~+ith some
modification with respect t~ the progert~ of FLSI tivhich the Applicants had negotiated with
TrT~OC.

[4?] Tn its. ~'re-filing ~Lepoi~t the proposed Moziitor stated. that the maxtgages appealed to be
vcrell caltaterat~zed, end the mortgagees ~t~vould not be m~ter~all~ prejudiced b~' the granting of the
proposed .priority charges. The ptop~sed Monitor reported that it planned to work with the
Applicants to develop a methodology which would allocate the priority charges f~i~Iy amongst
the Applicants and the included LPs, and #fie a~locatian m~thadolagy de~veIoped would be
submitted to the Cat~rk fd1• ae~riew and approval.

[a8] In Inclalex Lt'mited (Re)~2 the Court of Appel ~~ev'ersed the super-priority initially given to
a ~7IP Charge by the motions judge in an initial order aid, instead, following the said of the
debtor company's assets, granted priority to deemed trusts far pension de£iczencies, Xin reaching
Cher decision Cout~C o~ tlppeat obs~~v~d that af~eoted persons —the pensioners —had not been
provided at the beginning of the CC.41! proceeding ~vith an appropriate opportunity to participate
in the issue Qf the priority of the ~Tp Charge.13 Sp~ci~cally, the Court of Appeal held.

Xn this case, there is nothing in the reGOrci to suggest that the issue of para,maur►tc~ vvas
in~~oked an April B, 2049, when Mor~~~vetz J. amended the Init~~l Order to include the
supex-px~.ozif,y charge. The documents before khe court at that time did not alert the court
to the issue or suggest that the PBA deemed mast would have to be oveizidden in order
for Tndale~: to proceed with its 1~T~' ~inancit~g efforts while under C'CAA protection. To
the contt~ry~, the affidavit c~~ Ti~athy St~lybs, the then CEa of Iudale~, s~~o~~n A;p~~i~ 3,
2409, was the primary source of infvrmat[on before the court. Its, porn. ?4 of his affidavit,
Ms, Stubbs deposes that Tndalex intended to comply with all app~lic~ble laws including
"regulatory deemed trust requirements",

'Z ao~ t arrCA 265.
13 raga,, pia. tss.
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Wli~le the super-priority charge pravid~s that it tanks in priority over tivsts, "statutory ar
otherwise", T do not read it as talring priority over the deemed trust in this case because
the deemed trust ~uvas not identified by the court at the time the c~t~xge ~~'as gi~anted arid.
the affidavit evidence suggested such a priority ~~s unxiecess~ry. As no finding of
p~r~mountcy was made, valid pt~ovincial la'c~►s continue tv opc~ate: the sup~•~pri4rit~'
charge does not ovarrida the PB.4 deemed tivst. The two operate sequentially, ~s~tith the
dcem~d dust being satisfied f~t•St from the ~t.eserve T~urid. ~'~

[49] Tn his recent d~c~sion in Ti~nmi~ao Limited (Re}15 {"Timminco Y") ~pr~~et21. desc~xbed
the cornme~-cial reality underpinning requests for ~.dministrat~on ~nci I7&O Charges in CCAA
proceedings:

In my view, in the absence of t~►e court granting- the requested super prior~t~` ar~d
pratectio~, the objectives o~'tbe CCAA would be fivstrated, Tt is not xeasar~~bl~ t~ e~rpect.
that professionals will talee the risk of not being paid fax th~Ir services, and that directors
~.nd officers will remain if placed in a compromised position should the Timminco
lEntities cantixiue CCAf! proceedings withant the requested protection. The outeo~ne of
the #ailr'uie to provide these respective groups with the requested protection '~trould, in my
~vie~v, result in the overwhelming likeiihoad that the CCf1A. proceedings would come to an.
abnipt halt, followed, in a111il~elihood, by' banl~ruptcy proceedings. t6

[50] in its ~'re-filing R.e~ott the proposed Monitor expressed the ~rie~v that if the pxiarit~r
chargES ~vea:e not granted, the Fiat Lca~ide C~rou~ likely would not be able to proc~~d under the
CC14A,

[S 1] Tn rn~r ~v~e~v, absent an e~~ress o~•der to the contrary by t~~ initial order app~xcations judge,
the issue of the priorities enjoyed by administration, D8~Q at~d T.?IP lenclin~ eh~uges should be
finalized at the comrnencemont of a ~'C.~.14 proceeding, Professional services are provided, and
1~T1' fuzadi~g is adw~nced, in reliance on super-priorities contained in initial ordeas. T'a enstue the
inte~tity, predicEabilit~ and fairness of the CCAA ~racess; certainty must aeGOmp~n~ the granting
of such super-priority chaeges, 'When those smportant objecti~'es of the CCf1A process are
coupled ~t~ith the Court o~ Appeal's holding that. parties affected by such priauty orders be given
an opportunity to raise any paramountcy issue; it strikes me that a judge hearing ~n initial order
application should directly raise with the pt~ties tt~e issue of t[~e priority of the charges sou~~;t,
including any possible issue of psu-amountey in xespect of competing claims on the debtor's
propeirty based on provincial legislation.

[S2] Accordingly I raised that issue at the cammenceznent of the hearing last Thursday and
rc;qu~sted submissions on the issues of priority end par~mo~z~tcp fi~om anp interested parry.
Se~rer~l ~pa~Tres made subm~ssians on those points: (r) the Applicants, proposed Monitor and
proposed Representative Counsel submitted that the Court should address any priority or

14Ibid, P~r~s. 17$ £end 17Q.
'' 2012 Oi~TSC Sd6.
`~ 1'bid., porn. G6.
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~ar~sn.ountc~ issues raised; {ii) Y~tOC ad~rised that it did not see any para~motuatc~ issue in
respect of its interests; (iii) counsel fax Midland Loan submitted that a paramot~nCcy issue existcd
with respect to its client, ~ SeCUr~xi mortgagee, because it enjoyed cert~n p~:operty rights under
provincial mo~~tgage raw; she also a~•gued that the less than fiull gay's notice of the hearing g~~en
b~ the Applicants was inadequate to pei~it the mortgagee to consider its position, and der client
should be liven seven dad's to da so; and, (iv) counsel for ~ Construction lien clarma~nt,
Struct~orm Tntes~ational, vsvha spoke on behalf of a number of such lien claimants, made a similar
sL~bmissipn, contending that the construction lien claimants xequired 10 days to c~~termin~
vaEtetiher they should make submissions an the relationship between their lien claims and ~csy
super-priority charge granted tinder the CCA~4.

[53] I did not grant tie adjournment requested by the mortgagee twd construction lien
claimants for tote following reasons. First, the facts ins Xndal~x'c~vere quite different frpm those iti
the present case, involving as they did .considerations of what fiduciary duty a debtor company
owed to pensioners inn respect o~ ut~de~~f~,tnded ~~nsion Ziabiiities, I think caution must be
exercised before extending the holding of 1'ndalex concerning CCAA-authorized priority charges
tra Uther sxtu~tions, such as the one befai~ me, which do not involve claims irivalving p~~nsiari
deficiencies, but claims by -more "oxdin~ry" seau~ed creditors, such as mortgagees and
eanst~uetion lien claimants,

[54~ Second, Y h~~ve same dif~icult}~ seeing ho~v canstitutian~~,l issr~es of paramountcy arise iri
in a CC~tA' proceeding as between claims #o the debtor's propeit~ by sccuicd ci~etiitors, such ~s
martgttgees and construction lien ~lairnants, and persons granted asuper-p~io~ity charge by count
order under sectipns 1 ~ ,5 I end 11.52 of the Cam, At the. risl~ of grass over-simplzfieation,
Canadian ca~.stitutional law places the issue of ~riarxti~s of secured creditors in different
Iegi~lati~~e balli~~vicks depending pn the health of the debtor company. Vt~'hen a compe~y is
healthy, secured coeditor pt~oaitiss ust~~lly ~•e determined under prp~ariCi~l l~ti'vS, suah as
personal property security legislation and related statutes, vvhi.ch result fiam provinciaX
legislatures e~cercising their powers with respect t~ "property aid Gr~ril rights in-the province",17

~c~~ve~ver, when a company gets sick. - b~eomes insQl~ret~i -our Constitution vests in Pa~li~mez~t
the ~►ower to craft the legislative reg{mes which will govern. in those circumstances, ~~ercisirig
its dowel• iz~ respect of "bankruptcy and insolvexicy",~g ~'arliament has established legal
frameworks uiYder the CIA and CCA.~ to administer' sxcl~ comp~riies. Priority detei~z~inatians
under the CG`AA draw pn those set out xtt the BIA, ~s v~~ell as the provisions of the CCAt! dealing
with spzci~"ic claims such as Cro~cvn trusts and other claims.

[5~] ~s it his e'va~~ved aver the ~eai~s the canstitutianal doct~•ine of paramountcy' polices the
o~'ei'lapping effects of valid federal and provincial legislation; "The doctrine applies not only to
cases in which the ~rovinei~l legislature has legisl~Ied purs~tane to its anciltaiy dower to trench
on an area of federal j~~~;isdiction, but ~Iso to situations in which the provincial legislature acts
within its pritnar~ pawexs, and Parliament pursuant to its ancillary powers,"19 Since 1960 tie

y~ Cc~~isril~~tion ~lc~, 1867, s. 42 ¶13.
~glbid.,s.91 ¶2t,
19 c"anarl~cm Western Bank v. ~tlberta, (2007] 2 S.G.R. 3, pars. 6y.
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Supa•~me ~oui~t of Canada has h~v'elled a "path of judici2~E restraint in questions a~
pa~•amauntcy".2° ghat Courf has nit been prepared to presume that, by Icgrsiating in ~espeot of a
matter, paeliamenY i~eend~d to rule out any pc~ssibl~ provincial action in respect of that suhject,2~
unless (anal it is a bid "unless''}, p~liament used verq clear statutory language to that effect z2

[56] I have found that the Applicants hive entered ~ w¢r1d of the sick, or the insolvent, and
ire eligible for the prot~ctid~ of the federal CC,.~4.a9., The federal legislation expres,~Xy brings
inartgagees and construction lien elaim~n~.s within its regiznc -- the definition of "secured
creditor" contained in section 2 of the CCAA specifically inalud~s "a holder of a mortgage" and
"~. holder of a ...lien.,,on ar ~g~inst...ail or any of the prQpe~,~ty of a debtor company as security
for indebtedness c~~' the debtor company". The fedex~l reg'l~tion also ex~tr~ssly ~t~thoz~izcs a
coiut to grant pi~~iity to admixiistration and D&O ah~uges over the claims df such secured
cred~tUis of the debtor. T~ .light of those express provisions in sectipns 2, 11.51 and 11,52 ~f
the CC~1A, and my ~ind~ng that the Applicants ate eltgi6le for the proteetic~n gffex~ed bar the
CVC,~,~, r ha~~ greet dif~"icuity understatic(ing ~c~rhat argument could be advanced b~► tf~e fnortgagees
~~xd cons~:uction lien claimants about the concu~lent opezatiQn aP provincial and fedar~l la~v
which would relieve. them from the priority charge pio~visians of the CCAA. T t~erefa~•e did not
see ac~y practical »eed for an adjoui~unent.

[57J l~inalXy, sectzans 1 I.S1{I) and 11.52(1} of the C~~iA both re4~rire that notice be given to
secured creditors ~t~vho ate likely to be affected b~ an administration car A&p eh~rge before a
~c~urt gra~~rs such charges, Tn the present case I vas satisfied that such notice had been gi~+ez~.
Was the notice adequate in the c3rGUmstances7 Y concluded that it was. To repeat, n~alzing due
a1lo~vance far the unlimited creativity . of lawyers, I h~we difficulty seeing what conCUirent
oper~tia~ argument could he actvanoed b~' mortgagee and const~~uction ii~:~ cl~~ms ~.gainst caurt~
ordered super-priority ch~r~,es under sectiosis 11.51 and 11,52 c~~t~e CCA~4. Second, as repotted
by filie proposed Monitor, the quantztm of the pxioi`ity ch~cges ($1.25 million) is xe~s~rnable in
co~iparisan ~c~vith the amount Owing tt~ mortgagees ($I76 million) and the mortgages appea.xed to
lie well ca~lat~alized based on a~~rl~ble information. Thud, tbs App(ic~nt and Monitor will
develop an allocation methodology far the priority charges for I~,ter consideration by ttus Cau~t.
The proposed Monitor reported:

It is the Proposed Monitor's vietu that the allo~atian of the ~ropased priority Charges
should be ca1ried out an ~n equitable and proportionate basis 'which recognizes the
$e~arate interests of tie stakeholders of each of tie entities,

The se.cur~d c1'editot•s ti'vill be able fo snake submissions on ~n~ prpposed allocation of tt►e priority
charges. Finally, ~~vhilc Z understand why the secu~;ed creditors arc focusing on their ~~ecifia
interests, it must be recalled that the'~~vot•~ seCUrea U~ the priority charges wirl be pe~~armed fay

2" Ra~J:nrhns; .~errson &Hedges Ina v. Saskatche~vnn, [2pg5] 1 $,C.R, I $$, p~ra. 21
21 C'unadian Western ~~nk, supra., pars. 74.
i2 Rathmtr»s supra., ~arA. 21.
2a CCfL4 ss, ] 1.51(2) and 1].52(2).
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the benefit of all creditors of the Applicants, inGXuding the mo~~t~agees aril ConstruCtiOn lien
claimants, All creditors will. benefit Pram ~r~ oxderl~ winding-up of the affairs ofthe Applicants.

[58] Tn tha event thaE I am incorrect that na paramountcy issuc arises in this case ~n res~~ct of
the priority ah~rges, I echo t~ statements made by ~arawetz ~', in Timm~nca I which Y
repzot~t~c;ed in paragraph 4~ abo~'e. In Indalex th~c Cotu~t o~ Appeal accepted. that "the CCAA
judge can make an order granting a snpar~prlorit~' oharge that has the effect of o~veiriding
provincial legislation" 34 T find that it is both necessary and appropxi~te ~a grant super priorit~r to
both the Administration and I~&O Charges in order to ensure that the objectives of the ~C.~ are
zxa~ frustrated.

[S91 For those masons X dId not grant the adjournin~t r~e~uest~d by Midla~rd ~.o~n ~nc~ the
ooiistiuction lien el~im~nts, conelud~ix~g that theq bad been given adequate notice in the
circumstanee~s, and Y grantcc~ the requested Adminish~atian and 17&~. Charges.

VII, Other matters

[dad At the hearing counsel far one t~f Ehe construction lien clairn~tt~ sought confirmation that
b~ granting the Initial grdex a cartsti~uction lien clAimant 'avho hatC issued, but not s~z^ved, a
statenraent of claim ~nic~x tt~ the g,Tantrng of the orcl~r '4v~a~atd not be prevented $gym serving the
st~te~ent of claim on the Applicants. Got~nsel for the Applicants confirmed that such statements
o~ cl~in~ cat~ld be served tin ir.

[61~ At the hearing the Appiic~nYs stt6mitted a modi~~d form of the model 7rutia! 4~'dar.
Certain amendments r~'exe proposed during the hemming; the p~~ties had an oppoi~ttu~ity~ to mike
submissions t~z~. the proposed amendments,

~'YYX. Summary

[62] ~'hr the ~'oregaing reasons Y was s~tisfieci that it vas ~ppzbpriate to g,~~an~ the CCAA Initial
C7rder itx the form i~equest~t~. X signed the Ini~ia! ~rdcr at 4:0$ p.m, ~$T ors ~'ht~rsd~~, Feb~uar°y
23, 2012.

--r''~~--"'-~
D. M. gown .

Date: Febt~uax•y 26, 20I2

z`' In~laT~c, sirpru_, para. 176.
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THIS IS EXHIBIT "C" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3~d DAY OF DECEMBER, 2012

Commission~r~or Takin~ A~`rdavits, Etc.
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THE HONOURABLE MR.

JUSTICE PATTILLO

Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

MONDAY, THE 22nd

DAY OF OCTOBER, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R:S.C. 7985, C. c-3&, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leasde 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 Rea(ty Inc., Firsfi Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Mc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario 1nc., 1031628 Ontario
Inc., 105697'1 Ontario- Inc.,... 1376Q95 Ontario Inc., 1437290 Ontario ~.td.,
1244428 Ontario Ltd,,. Preston~ne Development (Canada) Inc,, PrestonTwo
Deve[opment~ (Canada) Inc., PrestonThree Dev+~lopment (C~nad'a) Inc.,
PresfonFour Development ('Canada) Inc., 2088543. Ontario Inc.,.: 2088544
Ontario Inc., 2088.545 Ontario Inc., 1331607 Ontario inc., Queensfion Manor
General Partner Inc., 1408927 Ontario Lfd. 21.07738. Ontario 1nc., 141'8361
Ontario- 'Ltd., 2'128054 Onfario tnc., 2069212 Ontario tnc., 1132413 Ontario
Inc., 2067171 Ontario tnc., 2085306 Ontario Inc., 2059035 Ontario tnc,,
208521.8. Ontario line., 2Q85438 Ontario Inc., First Leaside Visions
Management inc., 1fl49015 Onfiario l`nc., 1049016 Ontario Inc., 2007804
Ontario Inc.:, 2019418.Ontario Inc., FL Research Management Inc., 1'03162$
Ontario Inc., '1045516 Ontario .Inc., .2004516 Ontario Inc., 2192341 Ontario
Inc.,, anc! First'Leasde Fund Management Inc.

ORDER

(stay Extension)

THIS MOTION, made by the Applicants and Included LPs (as defined in the

Initial Order (defined below)] (collectively, "First Leaside"} for an order extending the

stay provided for in the Initial Order, approving the distribution of proceeds of sale in

connection with certain properties in Canada owned by First Leas'ide, and n#her relief as

Legal*81h312b;4
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described in the Notice of Motion was heard this day at 330 University Avenue, Toronto,

Ontario.

ON READING the Affidavit of Gregory MacLeod Affidavit sworn October 15,

2012 (the "MacLeod Affidavit"}, the Fifth Report of Grant Thornton Limited, in its

capacity as court appointed monitor (the "Monitor") dated October 17, 2012 (the

"Report"} and on hearing ~e u missions of cou~n°s~el for the Applicants the Monitor,
-~-~~QC `~'~G~Qrt-jw'i°4 ~CCg~rd re5 ~Satn7r~SSi4N

Toronto-Dominion Bank, _ R~tt~' ~ai~s

ix~, Fraser Miiner Casgrain LLP in its capacity as Court appointed Representative

Counsel, no one appearing for any other person on the service list, although properly

served as appears from the affidavits of service of Kelly Gerra sworn October 16, 2012,

and Patricia H'oogenband sworn October 19, 2012, filed:

7. THIS COURT ORDERS that the time for service and filing of the notice of motion

and the motion record is hereby abridged and validated so that the motion is property

returnable today and hereby dispenses with further service thereof.

2, THlS COURT ORDERS that. the "Stay Period" as defined in paragraph' 19 of the

Initial Order of the Honourable Mr..~usf~ce Brown dated February 23, 2012 (the "Initiat

Order") be and. is hereby extended to December 11, 2012.

3. THIS COURT ORDERS that, effective at 12:01 a.rn. on the date of closing of the

Transaction (as defined in the MacLeod Affidavit), paragraph 3 of the Initial Order be

and the same is hereby amended to delete the following limited partnerships from the

"Excluded LPs" as defined in the Initial Order and to add' such limited partnerships to.

Schedule "A" to the Initial 4rd`er as entifies entifled fio the benefit of the Initial Order (the

"Added LPs"):

i. First Leaside Retirement Residences (Okanagan) 'Limited Partnership;

ii. Cherry Park. Retirement Residence. Limited Partnership;

iii:. Orchard Valley Retirement Residence Limited. Partnership; and

Legal*x 43126.4
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iv. The Shores Retirement Residence Limited Partnership.

4. THIS COURT ORDERS the Monitor shall not be required to provide notice

pursuant to section 23 of the Companies' Creditors Arrangement Act to creditors of the

Added LPs.

5. THIS COURT ORDERS that First Leaside is hereby authorized to withhold from

any distribution of money or property which would otherwise be made to a First Leaside

investor who is indebted to First Leaside (a "Debtor Investor"), such money or property

(collectively, the "Reserved Property") with a value up to the total amount of any debt

then owing to First Leaside by such Debtor Investor, pending the determination of set-

off rights of First Leaside, if any, with respect to the Reserved Property, and subject to

further Order of the Court.

6. THIS COURT ORDERS AND DIRECTS that, subject to the power to withhold

Reserved Property as provided for in paragraph 4 herein, 2085306 Ontario Inc. in ifs

capacity as general partner of First Leasde Growth Limited Partnership shalt pay the

sum of $3,597,672.50 plus per diem interest of $632.50 after September 24, 2012' less

proper fees (collectively, the "Mortgage Amount") to Peoples. Trust Company

("Peoples") or First Leaside Nominee Services Inc. ("FL Nominee"), from the proceeds

of the sale of the property known municipally as 36 Braintree Court, Brampton, Ontario

(the "Braintree Property"), which Mortgage Amount shall then be distributed by

Peoples and/or FL Nominee to First Leaside investors who advanced the funds which

were secured by the charge and assignment of rents over the Braintree Property which

were regisf~red, respectively, as Instrument Numbers PR'f95945~'. and PR1959451

(collectively, the "Braintree Mortgage"). Upon completion of the payment of the

Mortgage Amount, 2085306 Ontario Inc. and First Leaside Growth Limited Partnership

shall have no further liability in respect of the Braintree Mortgage.

7. THIS COURT ORDERS AND DIRECTS that, subject to the power to withhold

Reserved Property as provided for paragraph 4 herein, First Leaside Wealth

Management Inc. shall cause FL Nominee to distribute to investors in a syndicated

mortgage in respect of the property known municipally as 90 King St. East, Thornbury,

Leggy!*A 143126.4
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(Jntario (Parcel Identification Numbers 37140-0546 (LT) and 37140-0545{LT)) (the

"Thornbury Mortgage") the current and future .net proceeds on account of principal and

interest received and held by FL Nominee in respect of the Thornbury Mortgage.

E:I'Jl ER~D r~T / 
1~JS~R17 A TOi~UNTO

QN /BOOK NO:

i_E ! DANS lF ~~E=C 
i ~~Sn~ NO..

oc~ z z zo~~

I:,cgal*ti 1.43126.4
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THIS IS EXHIBIT "D" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commissioner r Taking Affid ,Etc.
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Court File No. CV-12-9617-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

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

ro o ~ ~-~~
YB.. _ ~~ ,:~..

THE ~#fJl~a~l~B~~',;f
`, lw .--~. ~a

JU$710E~~]~UL~

FRIDAY, THE 31ST

DAY OF AUGUST, 2012

AND IN THE 1VIATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF First
Leasde 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.,.. 2086Q56 Ontario
Inc., First Leas de Realty 1nc., First Leaside Capital Inc., first Leasid`e Realty II
Inc., First Leasid'e investmen~.s tnc,, 965010 Ontario Inc., 10455.17 Ontario Inc.,
1024919 Ontario: fnc., 1031628 Ontario tnc,, 1.056971 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..,. 2088'545 Ontario Inc., 1'331607 Ontario Inc.,
Queenston Manor General Partner 1nc., 14Q8927 Ontario Ltd., 2'[07738 Ontario
Inc., 1418361 Ontario Ltd., 2128054 Ontario Inc,., 2069212 Ontario Inc., 1132413
Ontario Inc., 2067171 Ontario Inc.,: 20853U6 Ontario Inc., 2059435. Onfiario tnc.,;
2U8621'8 Ontario Inc., 208.5438 Ontario Inc., First Leaside Visions Management
Inc., 10490'15 Ontario Inc., 1049016 Ontario fnc., 2:007804 Ontario Inc., 2019418
Ontario Inc., FL Research Management Inc., 970877 On#ario Inc., 1431628 Ontario
tnc., 1045516 Ontario I`nc., 2004516 Ontario Inc., 2192341 Ontario Inc., and first
L~aside Fund Management Inc. ("Applican#s")

s-~

(U.S. Entities Wind-down)

THIS MOTION, brought by the Applicants, for approval of the sale of certain

assets of the Applicants, and such other relief as described in the amended notice of

motion dated August 20, 2012, was heard in part.. on August 23, ,012, with the balance

Lcg~l*7975653.2
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ofi the relief sought adjourned on consent to be heard on August 30, 2012, and then

further adjourned to a date to be coordinated with the Commercial List Office, was

heard this day at the Court House, 330 University Avenue, Toronto, Ontario.

ON READING the amended notice of motion, the affidavit of Gregory MacLeod

sworn August 2d, 2012, the affidavit of Henry Wenekamp sworn August 22, 2012, and

the Fourth Report of the Grant Thornton Limited, in its capacity as court appointed

monitor ("Monitor") dated August 21, 2012, and upon hearing the submissions of

counsel for the Applicants and G.S. MacLeod &Associates ("CRO"), counsel for the

Monifiar, Fraser Milner Casgrain LLP in its capacity as court appointed Representative

Counsel, and- counsel for the trustees ("Trustees") of certain First l~easide-affiliated-

investment funds, namely First Leaside Fund, Wimberly Fund, First L~aside Mortgage

Fund and First Leaside Properties Fund (collectively, the "Funds."),

AND UPON BEING ADVISED by counsel for the Trustees that each of the

Funds. will call and hold a meeting of their respective trust unitholders within sixty (60)

days of the date of this order for the purpose, among other things, of repor`#ing to trust

unitholders and electing trustees of the Funds and will.. provide a reporting letter to the

Monitor with..respect fo such meeting,

AND UPON BEING FURTHER ADVISED that this order is made on consent of

First Leaside and the Monitor and the Trustees,

1. THIS COURT AUTHORIZES AND DIRECTS that First Leaside {as defined in the

initial order of Justice D. M. Brown dated February 23, 2012.) ("First Leaside") take no

steps to manage, administer or maintain any limited partnerships, corporations, trusts,

Leg~~*797sG53.2
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or properties located or subsisting in the United States in which First Leaside has a

direct or indirect equity or other interest including, without limiting the generality of the

foregoing, properties held directly or indirectly by Wimberly Apartments Limited

Partnership, 2088544 Ontario Inc., 2088545 Ontario Inc., 2088543 Ontario Inc., FL

Master Sherman GP, Inc., FL Master Texas, Ltd., FL Master Sherman Ltd., or F.L. US

Holdings GP, Inc. but excepting the Sherman Church property municipally known as

920 South Heritage Parkway, Sherman, Texas and the Spring Valley Mall property

municipally known as 7800-7798 Spring Valley Road, Dallas, Texas ("US Entity" or

collectively the "US Entities").

2. THIS COURT ORDERS that, notwithstanding the terms of paragraph 1 of this

order, Firsf Leaside is authorized to attend to the preparation and filing of tax. returns in

respect of the US Entities for the 2011 taxation year.

3. TH(S CURT ORDERS thaf First Leaside is authorized to deliver copies of any

business or corporate records in its possession relating to the US Entities to an officer

or director of the releuant US Entity.

4. THIS COURT ORDERS AND DIRECTS that the CRC forthwith transfer the

funds available as at August 31';, 2012 in the Ficst Leaside Morkgag~ fund Bank. Account

at the TD Bank, 55 King Street West, Toronto, account. numbered 1020-5397336 to

Tonkin Manes LLP, In Trust, counsel for First Leaside Mortgage Fund.

:a,,._ ~~:.. ~ ~~

_~.~ ~ s ~ .,, — ..

~lU~ ,~a 2012

Legal*79756$3.2
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THIS IS EXHIBIT "E" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commissio r or Taking Affidavits, Etc.
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THE HONOURABLE MR.

JUSTICE PATTILLO

Court File No. CV-12-9617-OOCL

ON1"ARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

MONDAY, THE 22nd

DAY OF OCTOBER, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 7985, 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 Securifiies Inc., First Leaside Management Inc.,
Firsfi Leaside Accounting and Tax Services .Inc., First Leaside Holdings
Inc.,. 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty 11 Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario Inc., 1031628 Ontario
Inc.,... 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
1244428 O:nfiario 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 On#ario Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007804
On#ario Inc., 201941'8 Ontario inc., FL Research Management Inc., '1031628
On#ario Inc., 1045516 Ontario Inc.,. 20045't6 Ontario Inc., 2'192341 Ontario
Inc„ and`First Leasde fund Management Inc.

SALE APPROVAL AND VESTING- ORDER
(Re First Leaside Purchased Assets and Purchased Securities)

This motion (the "Motion") made by the Applicants and Included LPs (as defined

in the Initial Order (defined blow)) (collectively, "Firsfi Leaside") for an order approving

the sale transaction (the "Transaction") contemplated by the Purchase Agreement

dated September 27, 2012., as amended by an Amending Agreement dated October 4,

2012, and further amended by an Amending Agreement dated October 5, 2012 (as

amended, and as may be further amended in accordance with such agreement, the

legal*SOG 173 t.12
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"Sale Agreement") between BayBridge Seniors Housing Trust (the "Purchaser") and

the following limited partnerships by their general partner First Leaside Realty li Inc.

(collectively, the "Vendors"):

(a) First Leaside Ventures Limited Partnership;

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

(c) Cherry Park Retirement Residence Limited Partnership;

(d) Orchard Valley Retirement Residence Limited Partnership;

(e) The Shores Retirement Residence Limited Partnership; and

(fib First Leaside Retirement Residences Limited Partnership

and attached as a confidential Exhibit to the Affidavit of Gregory MacLeod, sworn

October 15, 2012 (the "MacLeod Affidavit') and filed under seal, and vesting in the

Purchaser (or #s permitted assigns or as it may otherwise direct) all' of the Vendors'

right, title and interest in and to the First Leaside Purchased Assets and the Purchased

Securities (each as defined and set. forth in the Sale A~seement and. Together, the

"Purchased Asses"), was heard this day at 330' University Avenue, Toronto,: Ontario.

ON READING the MacLeod Affidavit, the Fifth Report of Grant Thornton Limited,

in its capacity as court appointed monitor (the "Monitor") dated October 17, 2012, and

on hearing the submissions f counsel for the Applicants, the Monitor, Toronto-
~.I(ZO~~ ~~ C~n~}niQ <S~Cdri-t~i• ~ r~Mi 55i ~►

Dominion Bank, ., and

Fraser Milner Casgrain LLP in its capacity as Court appointed Representative Counsel,

no one appearing for any other person on the service list;. although properly served as

appears from the affidavits. of service of Kelly Gerra sworn October 16, 2012 and

Patricia Hoagenband sworn October 19, 20.12, filed:

1. THIS COURT ORDERS that the time for service and filing of the Applicants'

notice of the kVlofiion and the Motion record is hereby abridged and vafidat~d so that the

Motion is property returnable today and hereby dispenses with any further or other

service thereof.

L.egal"80C~ 1731.12
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2. THIS COURT ORDERS AND DECLARES that the Saie Agreement, the

Vendors' entry into the Sale Agreement, and the Transaction contemplated thereunder

are each hereby approved, and further that the execution of the Sale Agreement by

G.S. MacLeod &Associates Inc. in its capacity as court-appointed chief restructuring

officer of First Leaside (the "CRO") on behalf of the Vendors is hereby authorized and

approved none pro tune to September 27, 2012, with such. minor amendments thereto

as the CRO may deem appropriate. The CRO is hereby authorized and directed to take

such additional steps and execute such addi#ional documents on behalf of the Vendors

as may be necessary or desirable for the completion of the Transaction and for the

conveyance of the Purchased Assets to the Purchaser.

3. THIS COURT ORDERS AND DECLARES that the Sale Agreement is hereby

sealed, kept confidential and shall not form part of the public record until such time as

the CRO's Certificate (as defined below) is delivered to the Purchaser in accordance

with paragraph 4 hereof'.

4, THIS COURT ORDERS AND DECLARES that upon the delivery of a CRQ's

certificate to fihe ~Purc~aser substantially in the form attached as Schedule "A" hereto

(the "CRO'S Certificate''),. aII of the Vendors' righf, t►tle and interest in and to the

Purchased Assets, including, without limitation, the I'and's and premises (coNectively, the:

"Lands") described on Schedule "B" hereto, and first Leaside Realty II Int.'s interest in

the Purchased .Assets, shall vest absolutely in fhe Purchaser or any assignee thereofi as

permitted by the Sale Agreement., free and clear of and: from any and all security

interes#s {whether contractual, statutory,. or otherwise), hypothecs, mortgages, trusts. or

deemed frosts (whether contractual, sfiatutorjr, or otherwise), Bens (including

construction liens), executions,: levies, charges:,. or other financial or monetary claims,

whether or not they have attached' or been perFected, registered or filed and whether

secured, unsecured or otherwise {collectively, the "Claims") including, without limfiing

the generality of the. foregoing: (i) any encumbrances or charges created by the Order of

Mr. Justice Brown dated February 23, 2012 (the "Initial Order°); (ii) all charges, security

interests or claims evidenced by registrations pursuant #o the Personal Properfy

Security Act (~ntario), Persor~aJ Property Securify Act (British Columbia) or any other

personal property registry system (all of which are collectively referred to as the

Legal *bOb 173 L ( 2
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"Encumbrances" and which term shall include the Encumbrances (as defined in the

Sale Agreement)), but shall not include the Permitted Encumbrances on First Leaside

Purchased Assets (as defined in the Sale Agreement and set forth on Schedules "C"

and "D" hereto), and, for greater certainty, this Court orders that all of the

Encumbrances affecting or relating to the Purchased Assets are hereby expunged and

discharged as against the Purchased Assets.

5. THIS COURT ORDERS that upon filing of a certified copy of this Order, together

with a letter from the Vendors' solicitor, Cassels Brock &Blackwell LLP, authorizing its

registration with the Registrar of Titles in the New Westminster Land Ti#le Office and

Kamloops Land Titls Office, all right, title, interest, estate and equity of redemption of

the Vendors in and to the Lands be conveyed to and do vest in the Purchaser (or

assignee or designee permitted by the Sale Agreement) free and clear of all right, title,

interest, estate and equity of redemption or land claim of all parties to this proceeding,

and in particular of the Applicants and Vendors, their successors and assigns, and all

persons claiming by, through or under them, subject only to the reservations and

exceptions set out in the original Crown Grant or Grants thereof. For the purposes of

issuing. title to the Purchaser (or assignee or designee permitted by the Sale

Agreement) the following charges, liens and interests (collectively, the "Lien Claims")

sha(I be released from the titles to the Lands:.

As to Orchard Valley Retirement
Residences:

Legal Description:
PI D: 015-305-775
Lot A, District Lot 72,
Osoyoos Division Yaie
District, Plan 42205

As to Cherry Park Retirement Residence

Legal Description:
PI D: 016-044-355

Legal*8UG 1731.12

Claim of Builders Lien
CA2390138

Claim of Builders Lien
CA2394578

Claim of Builders Lien
CA2433061

Claim of Builders Lien
CA2394579

Claim of Builders Lien
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Lot A, District Lot 4, Graup 7, CA2433060
Similkameen Division Yale
(Formerly Yale-Lytton)
District, Plan 43044

As to the Shores Retirement Residence: Claim of Builders Lien
CR2433059

Legal Description:
PI D: 017-700-892
Lot A, District Lot 256,
Kamloops Division Yale
District, Plan KAP46785

6. THIS COURT ORDERS that. for the purposes of determining the nature and

priority of Claims, the net cash proceeds from the sale of the Purchased Assets.

including after effecting payment of the PTL Debt and Related Party Debt (as defined in

the MacLeod Affidavit} (collectively, the ̀ Proceeds") shall stand in the place and stead

of the Purchased Assets., and that.. from and after the delivery of the Cl~a's Certificate: in

accordance with paragraph 4 hereof, alf Claims and Encumbrances shall attach to the

Proceeds with the same priority as they had with respect to the Purchased Assets.

immediately prior to the sale, as if the. Purchased Assets had not been sold' and

remained in the possession or control of the person having that possession or control

immediafiely prior to the sale, provided,. however, that to the e~ctent that the Purchaser

assumes liability for the accounts payable and accrued liabilities forming part of the First

Leaside Currenfi Liabili~'tes (as defined in the Purchase Agreement) in accordance with.

the Purchase Agreernenfi, no claim of such creditor for such accounts payable and

accrued liabilities may be asserted against the Proceeds.

7. THIS COURT ORDERS that if the. Purchaser does not reach agreement in

writing with the Toronto-Dominion Bank ("TD") prior to the closing of the. Transaction

("Closing") to assume the obligations of the Vendors to TD (the "TD Debt") which are

secured by a security interest. or charge on the First Leaside Purchased Assefis

including, without limitation,. the security listed in Schedule "C" hereto (collectively, the

"TD Mortgages"),

Legal ~`80G 1731.12
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(a) the cash portion of the Purchase Price (as defined in the Sale Agreement)
for the First Leaside Purchased Assets (as defined in the Sale Agreement)
shall not be reduced by the amount of the TD Debt;

(b) upon the Closing, the Purchaser shall pay the Purchase Price far the First
Leaside Purchased Assets as follows:

(i) the Purchaser shall, and is hereby directed to, pay directly to TD,
for and on behalf of the Vendors, an amount equal to the TD Debt,
in repayment and full satisfaction of the TD Debt (the "TD Loan
Repayment"); and

(ii) the Purchaser shall pay the balance of the Purchase Price, after
subtracting the amount of the TD Loan Repayment, for the First
Leaside Purchased Assets to the Vendors as provided for in the
Sale Agreement; and

(c) upon receipt of the TD Loan Repayment, TD shall as soon as reasonably
possible discharge all of its security over the Vendors and the First
Leaside Purchased Assets including, withoufi limitation, fihe encumbrances
set forth on Schedule "C" hereto.

8. THIS COURT ORDERS that debts of the Vendors may be paid by the Vendors at

Closing: from the net proceeds after payment: of the TD Loan Repayment, if applicable

pursuant to paragraph 7 hereof, if one of the- following fiwo conditions is met:

(a) the Applicants, the Monitor, or the Purchaser, upon further motion, obtain
authorization of the court to have the Vendors pay all ar part of any
unsecured liability of the Vendors or any liability evidenced by a Lien
Claim (in either case, a "Court Approved DebY'), to the extent that such
liabilities are not assumed or paid by the Purchaser in accordance with the
working capital adjustment provided for in the Sale Agreement; or

(b) the Monitor determines that a Lien Claim 
is 

validly registered and
perfected- and the Vendors acknowledge that a corresponding specified
amount (which may be all or part of the sum claimed by the party
asserting the Lien Claim) is owing (a "Quantified Lien Debt").

9. THIS COURT ORDERS that if the Vendors pay a Court Approved Debt or

Quantified Lien Debt at Closing from the Proceeds (in either case, a "Paid Debt") and if

the Paid Debt was included as a currenfi liability in the Estimated- Closing Working

Capital Statement (as defined in the Purchase Agreement), such Estimated Closing

Working Capital Statement shall be deemed amended so as to remove as a current

liability such Paid Debt.

Legal*8061731. f 2
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10. THIS COURT ORDERS AND DIRECTS the Applicants to file with the Court a

copy of the CRO's Certificate, forthwith after delivery thereof.

11. THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;

{b) any applications for a bankruptcy order now or hereafter issued pursuant

to the Bankruptcy and Insolvency Act (Canada) in respect of the Vendors

and any bankruptcy order issued pursuant to any such applications; and

(c) any assignment in bankruptcy made in respect of the Vandors;

the vesting. of the Purchased Assets in the Purchaser and the payments to TD pursuant

to this Order and any payments to be made in connection with the Transaction shall be

binding on any trustee in bankruptcy that. may be appointed in respect of the Vendors

and shall not be void or voidable by creditors of the Vendors, nor shall it constitute nor

be deemed to be a fraudulent preference, assignment, fraudulent conveyance, transfer

at undervalue, or other reviewable transaction under the Bankruptcy and Insolv~ncyAet

(Canada} or any other applicable federal or provincial legislation, nor shall it constitWte

oppressive or unfairly prejudicial conduct pursuant to any applicable federal or

provincial legislation.

12. THIS. COURT ORDERS AND DECLARES that the Transaction is exempt from

the application of the Bulk Sales Act (Ontario).

13. 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 (Jrder and to assist the CRO and Monitor and their 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 the Monitor, as an officer of this Court, as may be necessary or desirable

to give effect to this Order or to assist the Monitor and its agents in carrying out the

terms of this Order.
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Schedule "A"
Form of CRO's Certificate

Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEME11lT ACT,
R. S, C, X 985, C. c-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE DR 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 Capifial Inc., First Leaside Realty II Inc., First Leaside Investments
Inc.,.. 96501'0 Ontario Inc., 1045517 ~ Ontario Inc.., 1024919 Ontario (nc.,
103'1628 Ontario Inc., 1056971 Ontario Inc., 1376055 Ontario Inc., 1437290
Ontario Ltd., 1'244428 Ontario L#d., PrestonOn~ Development (Canada)
inc., PrestonTwo Development (Canada) inc., PrestonThree Developmen#
(Canada) Inc., PrestonFour Development (Canada) Inc., 2088543 Ontario
Inc., 2088544 Ontario Inc , 2088545 Ontario Inc,, 4331607 Ontario Inc.,
Queenston Manor General Partner Inc., 1408927 Ontario Ltd., 2107738
Ontario Inc.., 74'18361 Ontario Ltd., 2128054 On#aro Inc,,- 20692'12 Ontario
Inc., 1132413 Ontario Inc., 2067171 Ontario Inc., 2085306 Ontario Inc.,
2059035 Ontario tnc., 2086218 Ontario Inc., 2085438 Ontario Inc., First
Leaside Visions Management Inc., 1049015 Ontario {nc., 1049016 Ontario
Inc., 2007804 Ontario Inc., 2019418 Ontario Inc.,. ~L Research
Management Inc., 1031628 Ontario fnc., 1045516 Ontario [nc., 2004516
Ontario Inc., 2192341 Ontario Inc., and First Leaside Fund Management
Inc,

CRO's CERTIFICATE

RECITALS

A. Pursuant to an Order of the Honourable Justice Brown of the Ontario Superior

Court of Justice (the "Court") dated February 23, 2012, G.S. MacLeod &Associates Inc.

was appointed as the chief restructuring officer (the "CRO") of the undertaking, property

and assets of the Applicants.

Legal ~` 80C, ] 73112
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B. Pursuant to an Order of the Court dated October 22, 2012 (the "Approval

Order"), the Court approved the purchase agreement dated September 27, 2012 (the

"Sale Agreement") between the Vendors and Purchaser (as defined in the Approval

Order) and provided for the vesting in the Purchaser of the Vendors' right, title and

interest in and to the Purchased Assets, which vesting is to be effective with respect to

the Purchased Assets upon the delivery by the CRO to the Purchaser of a certificate

confirming (i) the payment by the Purchaser of the Purchase Price for the Purchased

Assets; (ii) that the conditions to Closing as set out in the Sale Agreement have been

satisfied or waived by the CRO and the Purchaser; and (iii) the Transaction has been

cornpleted to the satisfaction of the CRO.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings

set out in the- Sale Agreement.

THE CRO CERTIFIES the following:

1. The Purchaser has paid and the Vendors have received the Purchase Price for

the Purchased Assets payable on the Closing Date pursuant to the Sale

Agreement;

2. All of the conditions to Closing as set out in the Sale Agreement have been

satisfied or waived by the CRO and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the CRO.

4. This Certificate was delivered by the CRO at on November ~,

2012.

G.S. MacLeod &Associates Inc., in its
capacity as court appointed chief
restricting officer of the Applicants, and
not in its personal capacity

Per:

Name: Greg MacLeod

Title: President

legal *806173 J . 12
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Schedule "B"
Lands

Cherry Park Retirement Residence

Land Title Office

Kamloops

Municipal Description:

317 Winnipeg Street, Penticton, BC V2A 8J9

Le aq I Description:

PID: 016-044-355
Lot A, Districfi Lot 4, Group 7, Similkameen Division Yale (Formerly Yale-Lytton} District,
Plan 43044

Orchard Valley Retirement Residences

Land Title Office

Kamloops

Municipal Description;.

2829 34th Streef, Vernon, BC V1T 9G4

Legal Description:

PID: 015-305-775
Lot A, District Lot 72, O'soyoos Division Yale District, Plan 42205

The Shores Retirement Residences (and the undeveloped portion of The Shores
Land)

Land Title Office

Kamloops

Municipal Description:

870 Westminster Avenue, Kamloops, BC V2B ~ N9

Legal Description:

P1 D: 017-700-892
Lot A, District l.ot 256, Kamloops Division Yale District, Plan KAP46785
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Schedule "C"

Permitted Encumbrances on Purchased Assets

I. Permitted Encumbrances on First Leaside Purchased Assets

(a) Permitted Encumbrances on Lands

1. Instrument CA2181507, registered September 8, 2011, is a mortgage with
respect to Parcel Identifier 016-044-355, granted by First Leaside Realty II Inc. ("FL
Realty"} in favour of The Toronto-Dominion Bank ("TD") securing the original principal
sum of $19,440,QQ0.

2. Instrument CA2181508, registered September $, 2011, is an assignment of rents
with respect to Parcel Identifier 01fi-044-355, granted by FL Realty to TD as additional
security for its mortgage registered as CA2181507

3. Instrument CA2181509, registered September 8, 2D11, is a mortgage with
respect to Parcel Identifier 015-305-775, granted by F'L Realty in favour of TD securing
the original principal sum of $19,440,000.

4. instrument CA2181510, registered September 8; 2011, is an assignment of rents
with. respect. to Parcel Identifier 015-305-775; granted. by FL Realty to TD as additional
security for its mortgage registered as CA2181509.

5. Instrument CA21815~ 1, registered September 8, 2011, is a mortgage with
respect to Parcel Identifier 017-700-892, granted by FL. Realty in favour of TD securing
the original principal sum of $19,440,000.

6. Instrument CA2181512, registered September 8, 2011, is an assignment of rents
with respect to Parcel Identifier 017-700-892, granted by FL Realty #o TD as additional
security fior its mortgage registered as CA21&1511,

(b) Permitted Encumbrances on Personal Property

Ontario

~. File no. 672443073; PPSA Registration No. 20110825 1031 1862 6989, in favour
of TD (First Leaside Retirement Residences (Okanagan) Limited Partnership)

2. File no. 672443127; PPSA Registration No. 2011 Q825 1033 1862 6991,.. in favour
of TD (First Leaside Venture Limited Partnership)

3. File No. 672443226; PPSA Registration No. 20110825 1037 7862 6994, in
favour of TD (Cherry Park)

Leal*$061731.12
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4. File no. 672443262; PPSA Registration No. 20110825 1038 1862 6996, in favour
of TD (Orchard Valley)

5. File No. 672443235; PPSA Registration No, 2Q110825 1037 1862 6995, in
favour of TD (the Shores)

6. File no. 672443217; PI?SA Registration No. 20110825 1036 1X62 6993 (First
Leaside Realty II Inc.)

British Columbia

1. PPSA Base Registration No. 318113G, in favour of TD (Urchard Valley)

2. PPSA Base Registration No. 3181 ~ 5G, in favour of TD (the Shores)

3. PPSA Base (~egistratian No. 318111 G, in favour of TD (.Cherry Park)

4. PPSR Base Registration No. 318' 16G, in favour of TD {First Le~side Realfiy I!
Inc.)

Lebal # 80G 17:3 C . F2
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Schedule D

Il. Other Permit#ed Encumbrances on First Leaside Purchased Assets

(ii) B.C. PPSA Registratior7 No. 9y4133D, in favour of MCAP Leasing Inc.

(iii) B.C. f'PSA Registration. No. 655127F, in favour of National Leasing Group lne.

III, Permitted Encumbrances on Purchased Securities

Legal"R06173' 1.12
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THIS IS EXHIBIT "F" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commissi ner for Taking Affidavits, Etc.
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Court File No. CV-12-9617-000L

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 Firsfi 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 Moldings
Inc., 2086056 Ontario Inc., first Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1.024919 Ontario Inc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc,, 1437290 Ontario Lfid.,
1244428 Ontario Ltd., PrestonOne Development (Canada) tnc., PrestonTwo
Development {Canada) Inc,, PrestonThree Development (Canada) tnc.,
PrestonFour Developmenfi (Canada) Inc.., 2088543 Ontario Inc., 2088544
Qntario Ine., 2088545 Ontario 1nc,, 1331607 Ontario Inc., Queenston Manor
General Partner inc., 140$927' Ontario Ltd., 2:'147738 Onfario lnc., 1418361
Ontario Ltd.,. 2't28054 Ontario Inc.,.. 2069212 On#ario lnc., 11324~~ 4nfario
Inc., 2067171: Ontario lnc.; 2085305 Ontario Inc.,. 2Q59035 Ontario Inc.,
2fl86218 Ontario Irrc., 2U85438 Ontario Inc., First Leasde Visions
Management tnc., 10490'15 Ontario I'nc., 1049016 Ontario Inc.,. 2007804
Ontario Inc., 2019418 Ontatrio Inc.,: FL Research Management Inc.., 10316:28
Ontario lne., 1045516 Ontario Inc., 2004516 On#ario Inc., 219234~i Onfiario
Inc,,. and First Leaside Fund Management tnc. {collectively, the:
"Applicants")

AFFIDAVIT OF GREGORY MACLEOD
(sworn October 15, 2012)

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

C3ntario, MAKE:OATH AND SAY:

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

restructuring officer ("CRO") of First. L~aside Wealth Management Inc. ("FL.WM"), and

the other applicants (colfective4y, the "Applicants") as well as the limited partnerships

Legal'$069730.20
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affiliated with the Applicants that are listed in Exhibit "A" hereto (the "Included LPs").

(Hereafiter, 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 in my affidavit

sworn February 22, 2012 (the "Initial Affidavit").

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

is attached hereto and marked as Exhibit "C".

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

("Monitor") of First L~aside, and Fraser Milner Casgrain LLP was appointed as

representative counsel' ("Representative Counsel"} to represent the interests ofi the

nearly 1,200 investors (the "Invesfiors") of First l.~aside Securities Inc. ("FLSI") in these

proceedings.

Legal"8061730.20
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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 Courk on June

28, 2012. Attached hereto and marked as Exhibit "D" is a copy of the June 2$, 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 extension of the

Stay Period to December 11, 2012, the approval of the sale of certain property owned

by First Leaside Retirement Residences Limited Partnership ("Retirement Residences

LP") and First Leaside Venture. Limited Partnership {"Venture LP"), amending the Initial

Order to include the Okanagan Excluded LPs (as defined in paragraph 3 of the Initial

Order) as Included LPs, and #or other relief.

B. Restructuring Efforts to Date

7, Since the -~xtet~sion of the Stay Period: on June ~8, 2012, First Leaside has

continued to work with the- Monitor, Representative Counsel, mortgagees, investors,

and other stakeho{ders 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 maximise recoveries to creditors and' investors.

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

includes conference calls and meetings with fihe Monitor and Representative Counsel.

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

committee organized by Representative Counsel (the "S#tiering 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

Legal*8061730.20
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updates to Representative Counsel (and, in most cases, #n the Steering Committee, as

welt) concerning the sale of First Leasicie's various prpperties and the status of other

r~natters in the CCAA administration.

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 5ub-

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

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

C. Remaining first Leaside Canadian Real Property Assets

10. Since Augusfi 20, 2012, the date of my last affidavit filed in these proceedings,

First Leaside has continued to market the fallowing properties in Canada:

(a} 4 Victoria Street, Uxbridge,. Ontario ("Victoria Street"}:, the site- ofi a

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

which is ulfiimately owned by First Leaside Expansion Limited Partnership

("FLEX") and in respect of which construction was suspended in

November 2011';;

(b) 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;

(c) 1.23 Erie S#reet; Wheatley,.. Ontario ("Erie Street"), a development site
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owned by First Leaside Unity Limited Partnership ("Unity LP"), which is in

turn owned by FLEX;

(d) 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 ~'artnership ("Progressive LP"); and

(e} 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 l.easide Investors Limited

Partnership ("Investors LP")

11. Attached hereto and marked as Exhibit "E" is a chart listing the properkies for

sale, the First Leasde entity- that owns: each. of the respective properties, and the listing

price of each property.

12. So far, First. Leaside has not received any offers for Victoria Streefi and Brock..

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

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

~ 3. In respect of Erie Street, First Leaside received an offer dated August 15, 2012

that was. substantially below the appraised value. First Leaside made a counter offer on

August 31, 2012' but has not yet received a response.
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14. 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.

15. 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. After consultation with the. listing agent,

First Leaside did not agree to the price reduction and the agreement of purchase and

sale lapsed.. No further 
offers 

have been received.

16. The listing agreement for the above First Leaside properties has expired.

Accordingly, Firsfi Leaside .and the Monitor have been engaged in discussions to

determine other means of marketing these properties.

D. Sale. of Assets of Certain Excluded LPs and Interest in PrimeTime Living

17. 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.
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18. 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")

19. The Okanagan Excluded LPs are as follows:

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

("Firs# Leaside Okanagan LP");

(b) Cherry Park Retirement Residences Limited Partnership ("Cherry Park

LP");

(c) Orchard Valley Retirement Residences Limited Partnership ("Orchard

Valley LP"); and

(d) The Shores Retirement Residences Limited Partnership ("The Shores

LP")

2D. Thy limited partnership units of the Okanagan Excluded LPs and the Ottawa

Excluded LPs (collectively, the "Excluded LPs") are ultimately owned by Venture LP

which is an Included LP and therefore subject to the CCAA proceedings.

27. Attached hereto and marked as Exhibit "F" is a copy of an organization chart

outlining the organizational structure of the Okanagan Excluded LPs.

22. The Excluded LPs own. property which comprises retirement residences (the

"Retiremen# Residences"). The Retirement Residences are managed by PrimeTime
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Living Limited Partnership ("PrimeTime Living"), in which First Leaside, through

Retirement Residences LP, awns a 50.E%partnership interest (the "PTL Interest") with

the remaining 49.9% being held by Brujjon Real Estate. Holdings Inc. ("Brujjon"), a

company not related to First Leaside.

23. In addition to its management responsibilities in relation to the Retirement

Residences, PrimeTime Living 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 Heatherwaod retiremenfi residence in St'. Catharines, ~nfario and

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

24. Attached hereto and marked as Exhibit ̀ `G" ̀is a copy of a diagram outlining the

ownership structure of PrimeTime Living.

25, As of the date of the Initial Order,. Venture LF had hoped to refinance the

Excluded LPs. However, such refinancing efforts: were unsuccessful and Venture LP,

with the consent of the relevant mortgage lenders, decided to seH the properties and

related. assets that are held by the Ottawa Excluded LPs and the Okanagan Excluded

LPs.
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26. Sind the date of the Initial t7rder, Venture LP has worked cooperatively with fihe

mortgagees of the properties owned by both the Ottawa Excluded LPs and the

Okanagan Excluded LPs to market these properties for sale.

27. First, the mortgagees of the Ottawa Excluded LPs are: (i) Canadian Imperial

Bank of Commerce ("CIBC") who held a first and second mortgage, and (ii) KingSett

Real Estate Growth Limited Partnership No. 2. ("KingSett") who held third mortgages

and was a guarantor of the CIBC obligation.. As discussed more fully below, the

properties owned by the Ottawa Excluded LPs have been sold, in accordance with a

transaction that was described to the co~~rt in my earlier affidavit dated August 20, 2012.

28. Second, the Toronto-Dominion Bank {"TD") holds the first mortgages on each ofi

the three limited partnership proparties owned. by the Okanagan Excluded LPs. The

mortgage debt owed to TD and registered against the properties owned by the

Okanagan Excluded LPs (the "Okanagan Properties") as of October 4, 2012, was

$17,332,061 in aggregate (the "Okanagan LP Debt").

29. The: Okanagan Excluded LPs are not meeting al[ of their obligations as they

come due.. For example, substantial renovation costs on the Okanagan Properties are

unpaid and therefore multiple trade creditors have registered construction liens.

Attached hereto and marked' as Exhibit "H" is a list ofi the construction and building

liens far the Okanagan Properties.

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

been marketed in order to allow cr~d'tors (primarily those three mortgagees} to be paid.

However, since the operations of PrimeTime Living are so closely connected with the
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Retirement Residences (given PrimeTime Living's role as manager), First Leaside

concurrently marketed for sale its ownership interest in PrimeTime Living.

E. Marketing and Sales Process of the Okanagan Excluded LPs

31. Retirement Residences LP, First Leaside Realty II Inc. ("Realty II"), FLWM, First

Leaside Universal Limited Partnership, Progressive L.P, F.L. PrimeTime Living 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

(b) The PTL Interest (or "Parcel B")

32: Pursuant to the June 28 Order, the court approved the retention of GTCFt as

financial advisor.

33. GTCFI prepared confiidential information memoranda (the "CiMs") for each afi

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

confidentiality agreements.

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

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

Parcel A consists of assets ofi the Okanagan Excluded LPs which were not brought into

these CCAA proceedings at the time of the Initial Order. In contrast, Parcel B

represents an asset which has been subject to the CCAA proceedings since the time of

the Initial Order. Furthermore, Parcel B carried with it the added complication of
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requiring the consent of Brujjon under the terms of the limited partnership agreement.

As I have noted above, as mortgagee of all of the real property related to the Retirement

Residences, TD is the major secured creditor ofi the Okanagan Excluded LPs.

35. fn contrast to the assets in Parcel A, those in Parcel B are not subject to the

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

Residences LP is only a 50.1 % owner of PrimeTime Living, with the remaining 49.9%

being owned by Brujjon.

36. The sales process run by GTCFI was successful. By July 19, 2012, GTCFI had

received a number of letters of interest (°LOIs") for the purchase of both Parcel A and

Parcel B. The bidding group was made up of several Canadian industry participants

and one financial investor. First Leasids then began negotiations with BayBridge

Seniors Housing Inc., (a subsidiary of Qntario Teachers' Pension Plan Board), the:

bidder which provided tie most promising LOI. BayBridge Seniors Housing Inc.

proposed to acquire Parcel A and Parcel B in the name of BayBridge Seniors Housing.

Trust (the "Purchaser"). The Purchaser also had the suppork of Brujjon whose consent

was required to sell Parcel B.

37. As a result of such negotiations, GTCFI was able to obtain an increase in the

proposed purchase price on terms to the satisfaction of First Leaside. On August 1,.

2012, First Leaside entered into a revised, confidential LOI with the Purchaser, which

was non-binding and subject to a number of conditions, including due diligence and

court approval. The- extiensive due diligence process concluded in Iate September

2012. after two short-term extensions.
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38. First Leaside also worked with Brujjon to provide it with information about the

sale of the PTL Interest.

F. Sale of the Okanagan Excluded LPs' Retirement Residences and the PTL
Interest

39. After extensive and good faith discussions and negotiations, Venture LP, the

Okanagan Excluded LPs (collectively, the "BC Vendors") and Retirement Residences

LP (the "LP Vendor", and together with the BC Vendors, the "Vendors") entered into an

Purchase Agreement dated September 27, 2012, as amended by and Amending

Agreement dated Qctober 4, 2012, and further amended by an Amending Agreement

dated October 5, 2012, and as may be further amended from time to dime (the

"BayBridge Agreement"), with the Purchaser, pursuant to which the Purchaser agreed

to acquire a whole. or controlling interest in all of Parcel A and Parcel B (the

"Transaction"). To protect- the integrity of the sa{es process in fhe event the

Transaction does not close, the details of the Transaction and underlying negotiations

must be kept strictly confiidential. Accordingly, the BayBridge Agreement will b~ made

available to the Court at the hearing of the Applicant's motion and I request that it

otherwise remain under seal to the public until further order of this Court.

40. The BayBridge Agreement provides for the purchase and sale of the following

property and assets, subject to a working capital adjustment (collectively, referred to as

the "Purchased Assets") and a hold back to secure certain indemnity obligations of the

Vendors:

(a) The sale by the BC Vendors to the Purchaser, of the assets used in the

business of Cherry Park LP, Orchard Valley LP and The Shores LP and
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the 50.1 % undivided interest in the lands, premises, building and

improvements and all appurkenant interests thereto known municipally as

3211 Alexis Park Drive, Vernon, British Columbia (the "Vernon Lands");

(b) The sale by the LP Vendor of: (i) the limited partnership units of

PrimeTime Living and PrimeTime Living Management Limited Partnership

("PrimeTime Management") held by the LP Vendor (representing 50.1%

of the total issued and outstanding limited partnership units) (the

"PrimeTime LP Units"), and (ii) the shares of PrimeTime Living GP Inc.

("PrimeTime GP"), the sole general partner of PrimeTime Living and

PrimeTime Management (collectively, the "PrimeTime Entities"), held by

the LP Vendor (representing 50.1 % of the total issued and outstanding

shares) (the "PrimeTime Shares"); and

(c) The sale of the shares of 0742962 B.C. Ltd., a British Columbia company

(the "Vernon Nominee") held by Venture LP (representing 50% of the

total issued and outstanding shares) (the "First Leaside Shares"), which

represent the means by which the LP Vendor 'holds its 5Q %o interest in the

Vernon Lands.

41. The Purchased Assets comprise all of the property and assets used in

connection with or otherwise relating to the Retirement Residences carried on by the

Vendors. Certain assets such as any cash on hand are excluded from the Transaction.

42. The sale and purchase of the Purchased Assets is subjecfi to a number of terms

and conditions, which terms and conditions must be performed or fulfilled prior to

closing. The key transaction terms and conditions under the BayBridge Agreemenfi are

as follows:

(a) The BayBridge Agreement requires the Purchaser to obtain the consent of

Brujjon to the transfer all of the First Leaside Shares, PrimeTime Shares
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and PrimeTirne LP Units. Such consent has already been obtained;

(b) The BayBridge Agreement provides for the delivery of two deposits which

deposits have already been paid;

(c) The Transaction is conditional upon the Vendors obtaining an order of the

court: (i) authorizing and approving the purchase and sale of the

Purchased Assets pursuant to the BayBridge Agreement; (ii) vesting all of

the Vendors' right, title, and interest in and to the Purchased Assets in the

Purchaser free and clear of all encumbrances other than the

encumbrances permitted under the BayBridge Agreement, which includes

the assumption of certain mortgage obligations discussed mare fully

below; and (iii.) exempting the transaction from the application of the Bulk

Sales Act (Ontario); and

(d) Subject to court approval, the Transaction is anticipated to close on or

abou# November 26, 2012.

43. T.he BayBridge .Agreement includes an exclusivity clause that restricts the

Vendors from soliciting any offers for the sale of the Purchased Assets or participating

in any discussions or negotiations regarding. the sale of the Purchased Assets. There

are also provisions requiring, in limited circumstances, the reimbursement of the

Purchaser's out-of-pocket expenses in the event. that the BayBridge Agreement is

terminated through no fault of the Purchaser and First Leaside enters into and'

completes an alternative transaction within a specified period.

G. Assumption of Mortgages, Related Party Debt &Capital Gains Adjustment

44. There are two key sets of mortgages over the properties owned by the Okanagan

Excluded LPs and Primetime Living (collectively, the "Mortgages"). Each of these sets

of mortgages will be dealt wi#h differenfily in the Bayrbidge Transaction.

Legal'8061730.20

116



-15-

45. First, the Okanagan Excluded LPs have given mortgages to TD to secure

indebtedness amournting to $17,332,061 as of October 4; 2012 (the "TD Mortgages").

The Purchaser intends to seek the consent of TD to assume the TD Mortgages upon

closing of the BayBridge Transaction. If the TD Mortgages are assumed, they will be

listed as Permitted Encumbrances in the sale approval and vesting order and will thus

not be affected by such order. In the event that the TD Mortgages are not being

assumed by the Purchaser, they will be paid on closing.

46. Second, Primetime Living's various properties are subject to the following

mortgages (the "PrimeTime Continuing Mortgages");

(a) Charge from 5t. Catharines Place Inc. registered on September 15, 2008

in favour of FirstOntario Credit Union Limited ("FOCUL") securing the

original. principal. sum of $26,000,D00;

(b) Charge from St. Catharines Place Inc. registered on December 22, 2011

in favour of Henry E. Hildebrand and Grace Hildebrand securing the

original principal sum. of $3,000,000, which amount was increased to

$5,500,000 on May 15, 2012 by notice of agreement; and

(c) Charge registered on August 10, 2.011 with respect to certain parcels of

land- from 0714500 B.C. Ltd.. and from Abby Lane,.. PrimeTime Living and

PrimeTime GP in favour of Fisgard Capital Corporation securing the

original principal sum of $5,400,000.

47. Since the BayBridge Transaction represents a change of control of PrimeTime

Living, the Purchaser will seek the consent of the mortgagees of the PrimeTime

Continuing Mortgages with respect to the Transaction. However, since the property

being transferred to the Purchaser in relation to the PrimeTime Living portion of the
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BayBridg~ Transaction (i.e., Parcel B) cansists of shares and limited partnership units—

rather than the properties subject to the PrimeTime Continuing Mortgages, there is no

need or intention to vest out the PrimeTime Continuing Mortgages.. Such mortgages will

remain in place and PrimeTime Living will continue to make payments after closing.

However, claims and security relating to the PTL Interest (i.e., the shares and limited

partnership units) will be vested out of such assets and the proceeds will stand in the

place and stead.

4$. The Monitor is currently reviewing the Mortgages to be assumed and/or

discharged in order to satisfy itself that the security is valid and enforceable.

49. The Purchase Agreement provides that all other claims, encumbrances or liens

which are not otherwise being assumed or discharged on closing of the BayBridge

Transaction shall vest in the Purchaser. Accordingly, First. Leaside is seeking an order

as part of its motion that all of the Vendors' rights, title and interest in and to the

Purchased Assets vest. in the Purchaser free and clear of all encumbrances, other than

the Mortgages and the permitted encumbrances under the Purchase Agreement.

50. Firsfi Leaside Mortgage Fund holds a pledge of the shares of the Vernon

Nominee to secure a loan made to the Vendor LP to partially finance the purchase of its

interest in the Vernon Lands. First Leaside intends fio have this security vested out

upon closing and to have the proceeds stand in the place and stead of such security.

The Monitor will have to review the validity of this security and then determine whether

proceeds should be paid out.
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51. In addition to the Mortgages, there are two other relevant debts which will be

satisfied upon the closing of the Transaction. First, there is a related party debt owing

by Primetime Living to the LP Vendor in the outstanding principal amount of

approximately $1.7 million plus accrued interest as of September 27, 2012 ("Related

Party Debt"). Second, the Okanagan LPs owe the remaining amount of approximately

$9.2 million (inclusive of accrued interest) to PrimeTime Living in connection with a

promissory note dated September 8, 2011 given as part ofi the BC Vendors' acquisition

of the Retirement Residences ("P7L Debt"). (The original principal amount of the note

was $12,106,032).

52. As part of the closing. of the Transaction, both the Related Party Debt and the

PTL Debt will be paid in full through the following mechanism. First, the Related Party

Debt will be set off against. the PTL .Debt,.. leaving a net debt of approximately $7.5

million which is owing to PrimeTime Living, which amount will be directed by the. LP'

Vendor to be paid from the purchase price payable on closing to PrimeTime Living, in

satisfaction of the PTL Debt. Second', since the LP Vendor has a 50.1 °la interest in

PrimeTime Living, the Purchaser will pay to the LP Vendor an amount representing

5q.1 % of the net $7.5 million debt repayment amount..

53. The properties owned by the Okanagan Excluded LPs were acquired by Venture

LP from Primetime Living on September 8, 2011. That transaction resulted in a capital

gain in PrimeTime Living in its 2011 taxation year. After the commencement of the

CCAA proceedings, the full' capital gain in the amount of $3,540,397' (the "Capital

Gain") was mistakenly allocated by PrimeTime Living to Brujjon, and the 2011 tax filings

for PrimeTime Living were completed on this basis the "Capital Gain Allocation").
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The partnership agreement between Brujjan and Retirement Residences LP in respect

of PrimeTime Living called for a pro rata allocation based on the partners' proportionate

interests,

54. The Vendors have provided a proposal to Brujjon to re-allocate the Capital Gain

between Brujjon and the LP Vendor (and other limited partners of PrimeTime Living) in

proportion to their ownership interests (i.e. 49.9% and 50.7 % respectively) in

accordance with the existing partnership agreement. The Purchaser has agreed to pay

to Brujjon the amount of $409,439 in satisfaction of any tax liability Brujjon may incur in

connection with the Capital Gain Allocation {the "BayBridge Payment"), which amount

has been reflected in the purchase price. The effect of this adjustment on First Leaside

investors will be the same as if the Capital Gain had originally been allocated pro rata

as provided for in the partnership agreement.

H. BayBridge Agreement Conclusion

55. I believe that the BayBridge Agreement is in the best interest of First Leaside for

the following reasons:

(a) First Leaside and. GTCFI have extensively and diligently canvassed the

market- to identify and solicit parties fihat would be interested in purchasing

the Retirement Residences owned by the Okanagan Excluded LPs and

the Purchased Securities it is my belief that the BayBridge Agreement

represents the only commercially reasonable method to obtain the

maximum realizable value for the Vendors' interests in the circumstances;

(b) There is no basis to expect that the Vendors would be able to obtain a

better realization on their investment than what is offered in the BayBridge

Agreement;
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(c) The purchase price negotiated under the BayBridg~ Agreement is in

excess of the appraised value of each of the Purchased Assets; and

(d) I have had discussions with the Monitor with respect to the BayBridge

Agreement and understand that the Monitor supports the transaction.

1. Expanding Scope of CCAA Proceeding to Cover Okanagan Excluded L.Ps

56. Since the Vendors (with the exception of Venture LP) are also Excluded LPs,

they are currently not subject to the CCAA proceedings and do not have the benefit of

the Initial Order. Thus, as part of the motion to approve the Transaction and the above

distribution of proceeds, the Applicants seek an order amending paragraph 3 of the

Initial Order to delete the Okanagan Excluded LPs from the scope of the definition of

"Excluded LPs" as defined in the Initial Order and to add the Okanagan Excluded LPs to

Schedule "A" to the Initial Order as the "Okanagan LPs" entitled to the benefit of the

Initial' Order. Paragraph 7 of .the initial Order permits the Applicants- at any time, on

seven days' notice to CIBC, KingSett and TD to seek an order extending the scope of

the CCAA proceedings and the provisions of the initial Order to include the Excluded

LPs.

57. At the time of the Initial Order, First Leaside made the decision not to bring the

Exclwded LPs within the scope of the Initial Order because of concerns raised by CIBC,

KingSett and TD that the proposed Administrative Charge and Directors' and Officers'

Charge would take priority over the lenders' mortgages. These concerns are no longer

applicable in relation to the Okanagan Excluded LPs in that the consideration to be

received in respect of Parcel A is sufficient to ensure that TD will not experience a

deficiency on its mortgage,. even after taking into account expenses secured by the

Legal*8061730.20

121



-2a-

Administrative Charge and the Directors' and Officers' Charge. Further, as I have

stated above, the Okanagan Excluded LF's are not meeting all of their obligations as

they come due, as evidenced by the fact that substantial construction liens have been

filed.

J. Extension of the Stay Period

58. Since the granting of the Initial Order, as further detailed in this Affidavit, first

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

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

December 11, 212, is necessary in order to provide stability to First Leaside's business

while the company, with the assistance of ifs advisors and the Monitor, continues to

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

recoveries for all stakeholders.

60. During the extension of the Stay Period, First Leaside .intends to complete the

transaction contemplated by the BayBridge Agreement, finalize a proposed plan for the

allocation of administration costs as amongst the Applicants and the Included LPs, and

determine whether the CCAA Stay should be further continued beyond December 11,

2012 for some or all of the Applicants and Included LPs.

61. These CCAA proceedings have. now been ongoing for approximately 7% months.

During that time, First Leaside has made significant progress in winding down

operations and realizing on its assets. In particular, including the transaction

contemplated by the BayBridge Agreement, First Leaside has achieved gross proceeds

from property sales totalling approximately $125 million. Where appropriate (based on
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a security review by the Monitor's counsel and court authorization), First Leaside has

distributed proceeds to mortgagees of real property that has been sold.

62. Upon the closing of the transaction contemplated by the. BayBridge Agreement

(assuming that court approval is obtained), a significant proportion of First Leaside's

assets will have been sold and there will be only a much smaller number of remaining

realizations to be achieved. During the contemplated period of extension of the CCAA

stay, First Leaside intends to pursue the sale of the remaining five properties it has

listed for sale. During this period, First Leaside will also give serious consideration to

the method and timing of completion of CCAA proceedings and the potential use of

other insolvency regimes such as bankruptcy or receivership to complete the realization

of assets and the acceptance and adjudication of creditors' claims. !t is entirely possib4e

that First Leaside will not seek any fiurther stay extensions beyond December 11, 2012

for a majori#y of the Applicants and the Included LPs.

63. I do not believe that any creditor will face significant prejudice if the Stay Period

is extended to December 11, 2012.

I~. The Applicants' August Motions

64. On August 23, 2012., the Court issued an Order (the "August 23 Order"), a copy

of which is attached hereto as Exhibit "I", granting the relief requested by First Leaside

with respect to, among other things, the approval of the sale of certain businesses

carried on by First Leaside and the sale of First Leaside's interests in certain

businesses, including the following:

(a) Braintree Property. The Court approved the proposed sale of the
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property located at 36 Braintree Court, Brampton, Ontario ("Braintree"), a

70,x00 square foot industrial building which is owned by First Leaside

Growth LP ("Growth LP"), which is in turn owned by FLEX, to Outset

Media Corporation ("Outset").

(b) Harmony Townhomes. The Court approved the proposed sale of the

property located at 65 Fort Street, Tilbury, Ontario ("Harmony

Townhomes"), a 50-unit townhame complex which is owned by Harmony

Town Homes Limited Partnership ("Harmony LP"), which is in turn owned

by Investors LP to Skyline Real Estate Acquisitions lnc. {"Skyline") tar the

purchase price of $2,600,Opfl.

(c) First Leaside Accounting and Tax Services Inc. The Court approved

the proposed settlement of the interest of First Leaside Account and Tax

Services Inc. ("FLAT") in certain accounting practices in western Canada,

pursuant to two term sheets.

(i) Hampton, Term Sheet. The first safe.of FLAT's interest is pursuant

to a term sheet entered in#o between FLAT, Joanna Hampton, TD

Canada Trust ("TD") and Jim Brander ("Brander"}, by which

Hampton Holdings Inc. ("Hampton Inc.") wiH acquire FLAT's

interest in McMillan Thorn & Co. Ltd., a B.C. accounting. firm; D.

McCormack &Company Inc., a B.C. accounting firm; and Allan

Welsh &Company, an Alberta accounting firm, for $734,000. This

amount is .composed ofi: (a) a cash payment.fo FLAT in the amount

of $150,000, and (ii) an assumption of approximately $584,000 of

the amount owing by FLAT to TD, in return. for FLAT agreeing to

the sale and surrendering its interest in the aforementioned fiirms,

TD has agreed that FLAT is released from liability under a loan

made by TD to FLAT in the amount of $1,173,500.

(ii) Brander Term Sheet. The second sale of FLAT's interest is

pursuant to a term sheet entered into between FLAT, Brander, Jim
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Brander Professional Corporation ("JBPC'), Brander Professional

Corporation ("BPC"}, TU Hampton Inc., Smart Books Accounting

Services Inc. ("SBAS") and Matthew E. Bakker Professional

Corporation ("MEB") by which FLAT wild provide Brander, JPC,

BPC and SBAS a release of its interests in the Rodney M.

Coppcock Professional Corporation accounting practice. As

consideration for the release of FLAT's interest, Brander, JBPC,

and SBAS agree to compensate FLAT for X374,000. This amount

is co►nprised of: (a) a cash payment of $150,000 by Brander to

FLAT; and (b) an assumption of approximately $224,000 of the

amount owing by FLAT to TD.

(d) Sale of Ottawa Excluded LPs #o Amica Acquisifiions Inc. The Court

authorized and directed myself, as CRO, to execute on behalf of Realty Il,

as general partner of an Asset Purchase Agreement dated August 23,

2012 between the Ottawa Excluded ~.Ps and Amica Acquisitions Inc., and

authorizing and'. directing First Leaside Finance Inc. {"~L Finance"} to

discharge a mortgage in respect of the 480 Metcalfe property:.

(e) Lifting of Stay to File Claim Against Davis and Phillips. The Court

permitted' the lifting of the Stay Period provided for in paragraph 24 of the

Initial Order to permit First Leaside to comrnenee actions against David C.

Phillips ("Phillips") and Margaret Davis (°Davis"), directors of certain of

the Applicants.

(~ N'o Further Action Regarding U:S. Entities, As part of the August 23

motion, the Court heard, in part, the Applicants' request to be relieved

from taking any steps with respect to the wind-down of the First Leaside

entities located in the United States, This matter was subsequently

adjourned and on August ~1, 2012 (the "August 31 Order") the Court

au#horized and directed First Leaside not to take any steps to manage,

administer or maintain any limited partnerships, corporations, trusts, or
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properties located or subsisting in the United States ("U.S. Entities") in

which First Leaside has a direct or indirect equity or other interest

(collectively, the "U.S. Entities Wind-down"). The Court also authorized

First seaside to take additional prescribed steps in furtherance of the U.S.

Entities Wind-Down which are described in the August 31 Order attached

hereto as Exhibit "J."

L. Update on Matters Arising From August Orders

Sale of Braintree Property

65. In connection with the August 23 Order, the Court issued a sale approval and

vesting order in respect of the sale of Braintree (the "Braintree Vesting Order"). A

copy of the Braintree Vesting Order is attached hereto as Exhibit "K."

66. At the time of the Brain#ree Vesting Order, the Agreement and Purchase of Sale

dated July 23, 2012 (the ̀"Outset APS") between Outset and Grawfih LP by its gen~r~l

partner 2085306 Ontario Inc., remained conditional until August 23, 2012, giving Outset

the right to terminate the offer up to that date. Subsequent to the Braintree Vesting

Order, Outset agreed to waive all remaining conditions under the Outset APS and

informed the Applicants of its intention to complete the transactions.

67. On or about August 31, 2012,. Outset executed. an Assignment of the outset APS

in favour of a related company, 0947907 B.C. Ltd.:. ("New Outset") under which Outset

assigned its right, title and interest.. in the Outset APS to New Outset (the

"Assignment"). A copy of the Assignment is attached hereto as Exhibit "L." The

Assignment was made in accordance with section 21 of the Outset APS, which gave

Outset the right, at any time up to five {5) days before the date of closing, to assign the

Outset APS to a corporations) and/or person(s).
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68. On September 19, 2012, First Leaside k~rought a motion to amend the definition

of "Purchaser" in the Bramtree Vesting Qrder to properly reflect the Assignment of the

Outset APS to New Outset. Apart from this minor amendment the terms of the Outset

APS remained the same. The Court granted First Leaside's motion to amend the

Bramtree Vesting Order on September 19, 2012. A copy of the Amended ~ramtree

Vesting Order is attached hereto as Exhibit "M."

69. The Bramtree sale was completed on September 20, 2012. On closing,

delivered a CRO's Certificate {as defined in paragraph 3 of Amended Vesting Order) to

the purchaser of the property, New Ou#set. A copy of the- CRO's certificate is attached

hereto as Exhibit "N."

7Q. The closing of the sale of Bramtree resulted' in the receipt ofi _net proceeds of

approximately $5,322,914 (the "Bramtree Sate Proceeds"). This amount has beer

paid` to the account of Growth LP, the owner of Bramtree, which account is managed by

me, as CRO for the Applicants.

71'. On January 24, 2011, Growth LP, as borrower and First Leaside Nominee

Services Inc. ("FI NS"), as servicing agent on behalf of tt~e mortgagee entered into a

mortgage in the principal amount of $3,450,000 plus interest. at a rate of 6.6%o per

annum. The mortgage was registered' against the Braintree property on or about

February 7, 2011 (the "Braintree Mortgage"), As servicing agent, ~LNS is authorized

under the. Mortgage to act for and an behalf of the mortgagee, The Mortgage provides

that all payments of principal and interest in connection with the Mortgage are to be

made payable #o Peoples Trust Company ("Peoples"), who has been. retained as sub-
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servicer far the purposes of overseeing the cnliection and remittance of payments made

by the mortgagor

72. The Bramtree Mortgage, which had a outstanding balance of $3,598,305 as of

September 24, 2012, is a syndicated mortgage. In particular, numerous First Leaside

investors advanced funds to fund such mortgage and (subject to confirmation of the

validity of the mortgage and the set-off issues described below) they are entitled to

receive payment of their investment.

73. First Leaside has asked the Monitor to review the security over the property,

including the Bramtree Mortgage. l understand that the Monitor has satisfied itself

concerning the enforceability of the Bramtree Mortgage.

Sale ot"Harmony Townhomes

74. Pursuant to a sale approval and vesting. order issued by the Court on August 23,

2012 (the "Harmony Vesting Order"), First Leaside completed the sale of the

Company's interest in Harmony Townhames, The Harmony Vesting Order approved

the sale transaction contemplated by the Agreement of Purchase and Sale dated July

23, 2012 (the "Harmony APS") between Harmony LP, by its general partner F.L.

Securities Inc. ("FL Securities") and Skyline. A copy of the Harmony Vesting Order is

attached as Exhibit "O".

75. At the time the Harmony Vesting Order was granted, the Harmony APS remained

conditional on due diligence. The conditianaJ period expired on Augusfi 28, 2012 and

Skyline subsequently waived ali remaining conditions,
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76. C)n August 29, 2012, General Counsel fpr Skyline advised counsel for the

Applicants, Cassels Brock &Blackwell LLP, that it would be assigning the Harmony

APS to a related company, Skyline Reai Estate Holdings lnc, (the "New Skyline") in

accordance with section 17.2 of the Harmony APS. Attached as Exhibit "P" is a copy

of the letter from General Counsel for Skyline to Cassels Brock &Blackwell LLP dated

August 29, 2012.

77. Since the Harmony Vesting Order defined the "Purchaser" as Skyline, on

September 19, 2012, the Applicants brought a motion to amend the Harmony Vesting

Order to reflect the assignment of-the Harmony APS to New Skyline. Apart from the

amendment to the definition ofi °Purchaser" in the Ha,rrnony Vesting Order, the terms of

the Harmony APS remained the same. Thy Court granted the Applicants' motion and

issued an Amended Vesting Order on September 19, 2012, a copy of which. is attached

hereto as Exhibit "Q."

78. The sale of Harmony' Townhomes was. completed on September 20, 2012: On

closing, I delivered a CRO's Certificate (as defined in paragraph 3 of Amended Vesting

Order) to the purchaser of the property, New Skyline. A copy of the CRO's certificate is

atfachecf '.hereto as: Exhibit- "R.''

7~J. The closing of the safe pf Harmony Townhames resulted in net sale proceeds ofi

$2,600,000, of which $1,378,615.01 has been paid to TD, the only secured creditor and

first mortgagee of Harmony Townhomes. The Monitor's counsel has indepEndently

reviewed TD's security and has concluded, subject to the usual assumptions and

qualifications, that the security is valid, enfiorceable and. first registered.
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Marketing and Sale of the Ottawa Excluded LPs to Amica Acquisitions Inc

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

and CIBC, who have overseen a sales process for the assets of the Ottawa Excluded

LPs. With the consent of KingSett and CIBC, TD Securities Inc. (°TDSI") was retained

as broker to conduct a sales process and solicit offers for the assets of the Ottawa

Excluded LP's.

81. 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 sufficient to pay C1BC in full, but was not sufficient to pay KingSett in full.

However, KingSett advised that it was prepared to permit the: sale notwithstanding that

this deficiency.

82. Since the Ottawa Excluded` LPs were not subjec# to the CCAA proceedings at the

time of the August 23 Order, First. Leaside sought and obtained court. authorization on

August 23, 2012 to execWte the Arnica APA on behalf of Realty Il, the general .partner of

the Ottawa Excluded LPs.

83. As part of the August 2~ Order, the Court also authorized and directed FL

~`inance to discharge a fourth mortgage in the amount of $7,500,OaQ (the "F'L Finance

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

Assignment of Arnica APA to KingSett

84. Shortly after the August 23 Order was granted to approve the discharge of the

mortgage and authorize the CRO to execute the Arnica APA, Arnica advised KingSett
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that it would not waive the inspection condition in section 7.02 of the Amica APA, but

that it was prepared to assign the Amica APA to KingSett as permitted under the terms

of the Amica APA.

85. On September 5, 2012, Amica executed. an Assignment of Asset Purchase

Agreement in favour of KingSett wherein it assigned absolutely all of its right, title and

interest in the Arnica APA (the "Arnica Assignment"}. KingSett subsequently

executed a notice waiving the inspection conditions under the Arnica APA (the "Arnica

Waiver"). Attached hereto as Exhibits "S" and "T", is a copy of the Arnica Assignment

and Arnica Waiver, respectively.

86. The transaction ultimately closed, wifih KngSett as purchaser, around October 5,

2012. KingSett has agreed to provide funding of up to $10,000 plus HST and

disbursements on account of fihe Iega1 fees that First Leaside incurred 'in reviewing

closing documents and completing the transaction.

M. Meetings of Unitholders of First. Leaside Funds

87. As noted above, on August 31, 2012, the Court authorized First Leaside not to

take any steps to manage the U.S. Entities. A recital to the August 31 Order stated that

the trustees for each of the First Leaside-affiliated investmenfi funds; namely First

Leaside Fund, Wimberly Fund, First Leaside Mortgage Fund and First Leaside

Properties Fund (collectively, the "Funds") had agreed to call and hold a meeting of

their respective trust unitholders within 60 days of August 31, 2012. The purpose of the

meetings was, among other things, to provide a report to the trust unitholders and to

elect trustees,
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88. The trustees subsequently sought and were granted two court authorized

extensions of the time to hold the unitholder meetings. °fhe unitholder meetings are

nnw required to take. place by no later than January 4, 2Q13. A copy of the extension

endorsement of Justice Morawetz dated September 26, 2012 is attached as Exhibit

``U". A copy ofi the extension endorsement of Justice Campbell dated October 5, 2Q12.

is attached as Exhibit "V".

N. Reserve of Proceeds Re: Investor Loans from First Leaside

89. As I described in my August 20, 2012 affidavit, several First Leaside entities

{most notably FLWM} made loans to various investors to allow them to acquire equity

and debt instruments issued by First. Leaside ("Investment Loans"). At the time that

the CCAA proceedings began, and to fihis date, the Investment Loans have not been

repaid. In the course of reviewing the Iist of syndicated investors who advanced funds

for the Braintree Mortgage, First Leaside has determined that four of those investors

have unpaid Investment Loans due to First Leaside entities in the total amount of

$45,899.03. In respect of the Thornburg Mortgage, there are twa investors with unpaid'

Investment Loans.

90. 1 am concerned that persons with outstanding Investment Loans may receive

proceeds from realizations on certain First Leaside assets but then fail to repay the

other First Leaside entity which granted the Investment Loans. Such failure to repay fibs

Investment Loan would prejudice creditors of the entity which made the loan.

91. Accordingly,. First Leaside seeks the court's. authorization, on an interim basis., to

withhold all First Leasid'e distributions of money or property to any investor which has an
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outstanding Investment Laan (the "Reserved Property"). The maximum aggregate

amount that would be withheld is the amount of the Investment Loan. At this point, First

Leaside is .not seeking court authorization to set-off distributions against Investment

Loans but such authorization may be sought in the future, after due consideration by the

Company and the Monitor as to First Leaside's set-off rights, if any, and further Order of

the Court.

O. Request to Distribute Certain Proceeds of Thornbury Mortgage

92. At this motion, First Leaside is seeking authorization to distribute certain

proceeds received from a syndicated mortgage held beneficially by First Leaside

investors over a property located at 90 King St. East, Thornbury, Ontario (Parcel

Identification Number 37140-0546 (LT)) (the "Thornbury Property").

93. The Thornbury Properly is the operating premises for the Thornbury Cidery, a

cider manufacturer which was, at relevant times, one of the businesses owned by First

Leaside Beverages Limited Partnership {"Beverages LP"). First Leaside held a

majority interest in Beverages LP, as follows:

(a) 10.9%o was held by First. Leaside Wealth Management Holdings Limited

Partnership;

(b) 8.3% was held by first Leaside Progressive Limited Partnership; and

(c) 34.9 °lo was held by FLWM.

94, The. remaining 45.9% interest in Beverages LP was held by third party investors.

Legal'8061730.20

133



95. Pursuant to a court order dated May 3, 2012, First Leaside obtained approval to

sell the above-noted 54.1 %interest in Beverages LP to Provincial Beverages of Canada

Inc. ("Provincial Beverages")

96. As part of the sale, Provincial Beverages agreed to assume the existing

syndicated mortgage over the Thornburg Property and to continue to make monthly

payments of principal and interest. Since this was a syndicated mortgage made by First

Leaside investors and administered by First Leaside, FLNS has continued to collect

monthly mortgage payments from Provincial Beverages since the time that the

transaction closed. The total amount on hand is now $38,500. First Leaside seeks

authorization to distribute. the current money on hand as well as future receipts from the

mortgage on the Thornbury Property (collectively, "Thornburg Mortgage Proceeds") to

investors. The Monitor is in the process. of reviewing the validity and enforceability of

the mortgage over the Thornburg Property and the entitlement of individual investors to

receive proceeds.

97. There will be no prejudice to First Leaside associated with the distribution of the

Thornbury Mortgage Proceeds, since this represents proceeds of a portfolio investment

where First Leas de 'nQ longer owns or operates the underlying property or business..

Any distributions will be subject to the right of First Leaside (if the court grants such

authority) to withhold the Reserved Property in respect of investors with Investment

Loans. The Company and the. Monitor continue to investigate ways on administering

the Thornburg Mortgage on a going forward basis.
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P. Firs# Leaside's Claim Against Phillips and Davis

98. As I deposed in my August 20, 2012 affidavit; I have concluded that Phillips and

Davis received certain monetary and other benefits from First Leaside which were not

properly approved and that Phillips and Davis also obtained a number of loans which

have not been repaid. Pursuant to the August 23 Order, First Leaside was granted

leave, despite the CCAA stay preventing claims against directors, to commence an

action against Phillips and Davis to seek repayment of these benefits and Investor

Loans. In that regard, First Leaside issued a Statement of Claim against Philips and

Davis on August 2$, 2012, a copy of which is attached hereto as Exhibit "W."

99. Among other things,. the Statement of Claim alleges as a result of fraudulent

misrepresentation, breach of contract, breach of fiduciary duty, oppression, conversion,

conspiracy and unjust enrichment by Phillips and Davis. the fallowing sums (among

others) are owed to First Leasde:

(a) $202,420 for loans made by FLWM to Phillips;

(b) $1:60,000 for loans made by FLWM to Davis;

(c) $3,843,549.92 for funds allegedly diverted from First Leaside by Phillips to

himself and Davis; and

(d) $2,541,419.50 for funds allegedly diverted from FL Securities and FLSI by

Phillips and Davis directly, or to benefit and improve the personal'

residence of Phillips and Davis located at 430 Regional Road #8 in

Uxbridge, Ontario (the "Uxbridge Property").
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100. The Statement of Claim also requests, among other things, the following relief

from the Court:

(a) An interim, interlocutory and permanent injunction enjoining Davis and any

corporations controlled or owned by her, or anyone acting on her behalf or

at her direction from dissipating, depleting or otherwise interfering with any

funds resulting from the sale of the Uxbridge Property or any of its related

assets;

(b) An order permitting a Certificate of Pending Litigation to be issued and

registered against the Uxbridge Property;

(c) A declaration that Davis holds the Uxbridge Property in trust and on behalf

of First Leaside; and

(d) An order to preserve, trace, locate and account for all funds which Phillips

and Davis have taken from .First Leaside.

Q. First Leaside Obtains a Certificate of Pending Litigation

101. ~LWM, FL Finance, FLSI and FL Securities (the "FL Plaintiffs") brought a

motion against Phillips and Davis pursuant fio secfiion 103 ofi the Courts of Justice Act

for leave fio file a Certificate of Pending Litigation ("CPL") against the Uxbridge Property.

Davis brought across-motion to strike out certain paragraphs of my affidavit sworn on

September 14, 2012 in support of fihe F'L Plaintiffs' motion. The matter was heard by

Justice Gumming on September 27, 2012.

102. On June 20, 2102, Davis had listed the Uxbridge Property for sale and an

Agreement of Purchase and Sale was entered into on August 7, 2012 with a closing

date of October 1, 2012. The motion brought by the FL Plaintiffs sought to preserve

their claimed rights in the Uxbridge Property as set out in the Statement of Claim and
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claimed a tracing order and a constructive trust in respect of the alleged improper

payments made in respect of the Uxbridge Property. On the motion, Davis and Phillips

claimed that they were impecunious and required the sale of the Uxbridge Property for

ongoing living expensES.

1Q3. By endorsement da#ed October 1, 2012 Justice Cumming dismissed Davis's

cross-motion as lacking in merit and granted the FL Plaintiffs' request for leave to file a

CPL. Justice Cumming found that there was an interest in the Uxbridge Property on

the part of the FL Plaintiffs such as to support their request for a CPL. Justice Cumming

Hated that the FL Plaintiffs had established that there were triable issues, as asserted in

the Statement afi Claim, including, among other things, that' #here has. been a

misappropriation of the FL Plaintiffs' monies through unauthorized payments in respect

of rent, maintenance and improvements: relating to the Uxbridge Properky sa as to

.constitute ~n; unjust enrichment and subject to a construcfiive trust... Attached hereto as

Exhibit "X"' is a copy of the Endorsement of Justice Gumming's dated October 1, 2012.

R. Upda#e on Other Activities and Proceedings

The Ontario Securities Commission Proceedings

104. On June 4, 2Q1'2 the Ontario Securifiss Commission: ("05C") commenced

proceedings againsfi Phillips and John Wilson ("Wilson"), a former officer of First

Leaside. The OSC asserts in its Sta#ement of Allegations that Phillips and Wilson

engaged or participated in an act, pracfiice or course of conduct relating to securities

which they knew, or reasonably ought to have known, would perpetrate a fraud on

investors, contrary to the Securities Act, R.S.O. 1990, c. S.5. The OSC also alleges

that they made statements a reasonable investor would consider relevant in deciding
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whether to enter into or maintain a trading or advising relationship, which statements

were untrue, false, or misleading contrary to the Securities Act.

105. The hearing in this matter was scheduled to be held on August 2$, 2012 but has

since been adjourned to February 11, 2013.

106. Phillips is also subject to a temporary order issued by the OSC an May 30, 2012,

which prevents him from trading in securities (the "Cease Trade Order"). Attached

hereto as Exhibit "Y" is a copy of the Cease Trade Order. The Cease Trade (Jrder

could effectively prevent Phillips from taking certain steps on beha{f of the Funds,

including fhe raising of additional capital.

107. On June 6, 2012, the OSC extended the Cease Trade Order until September 28,

2012, and on September 26, 2012 it was extended further until the conclusion of the

OSCs hearing into the allegations against Phillips and Wilson (the °Extended Cease

Trade Order"). A copy of the Extended Cease Trade Order is attached hereto as

Exhbifi "Z." During this time, Phillips is prohibited from firading in all securities.

108. First Leaside Properties Fund was also directed by the OSC and fihe Alberta

Securities. Commission to cease trading in all securities as ofi May 18 2012 (collectively,

fifie "First Leaside Cease Trade Orders"). Attached here#o as Exhibit "AA" is a copy

of the First Leaside Cease Trade Orders.

The Investment Industry Regulatory Organization of Canada Proceedings

109. In November 2011, the Investment Industry Regulatory Organization of Canada

("IIROC") initiated. a formal investigation into Phillips and Wilson's conduct in respect of
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alleged violations that occurred when bath Phillips and Wilson were Regis#erect

Representatives with FLSI, a regulated member of IIROC.

110. On October 2, 2012 IIROC issued a Notice of Hearing alleging that Phillips and

Wilson

(a) misrepresen#eci the risk level of certain securities;

(b) issued and distributed misleading marketing materials;

(c) failed to ensure that recommendations were made and orders accepted in

accordance with their clients' risk tolerances; and

(d) preferred their own interests ahead of their clients' interests in soliciting

sales of certain securities.

~ 11. The Notice of Hearing also concerns allegations that Phillips failed to address a

conflict of interest with his clients in a 'fair and equitable manner and in a manner in the

best interest of his clients. The hearing is scheduled to be heard before IIROCs

Hearing Panel on October 17, 2012. Attached herefio and marked as Exhibit ̀ B'B" is a

copy of the Notice of Hearing.

PhiNips' Claim for Legal Fees of Collection Action and the OSC Proceeding

112. On September 6, 2012, Phillips counsel advised the Company that he was

seeking fio be reimbursed for legal fees associated with: (a) the Collection Action; and

(b) the regulatory proceedings brought by Staff of the OSC. In response, counsel far

the Company advised Phillips that any claims against the Company for indemnificatipn

wire unsecured pre-filling claims which are stayed by the Initial Order as both the OSC

proceedings and. the Collection Action r~la#e to events which occurred prior to the
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granting of the Initial Order. A copy of the correspondence between counsel for Phillips

dated September 6, 2012 and counsel for the Company dated September 11, 2012 are

attached hereto as Exhibits "CC" and "DD", respectively.

113. The directors' and officers' indemnification provisions and the Directors' Charge

which are provided for in the Initial Order only deal with liability arising out of the

conduct occurring after the date of the Initial Order. As such, i believe that those

provisions are not applicable to Phillips's request for indemnification.

SWORN before me at the City of Burlington, )
In the Province of Ontario, this 15th day of )
October, 2012 ) i

A Commissioner, etc. Gregory MacLeod

PaMck Joseph MacDonald, 8 Cott►misslon~~ et~~

Province of Ontario, whAe a Student-a1
-Law..

Expires April' 6, 2014.
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THIS IS EXHIBIT "G" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commissi er for Takin Af idavits, Etc.
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Court File No. CV-12-X617-OOGL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

THE HONOURABLE MR. ) MONDAY, THE 22"`~

JUSTICE PATTILLO ~ DAY OF OCTOBER, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 7 985, C. c-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc,, FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc,, 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty 11 Inc., First Leaside investments Inc., 965010
Ontario Inc., 1045517 Ontario Inc., 1024919 Ontario Inc., 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd.,
1244428 Ontario Ltd., PrestonOne Development (Canada) Inc., PrestonTwo
Development Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestanFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., 20$8545 Ontario Inc., 1331607 Ontario Inc., Queenston Manor
General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario L.td., 2128054 Ontario Inc., 2069212 Ontario Inc., 132413 Ontario
Inc., 2067171 Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
208618 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 (nc., 1031628
Or7tario Inc., 1045516 Ontario Inc., 2044516 Ontario Inc., 2192341 Ontario
Inc., and First Leaside fund Management Inc.

AMENDED SALE APPROVAL AND VESTING ORDER
(Re First Leaside Purchased Assets and Purchased Securities)

This motion (the "Motion") made by the Applicants and Included LPs (~s defined

in the Initial Order (defir7ed below)) (collectively, "First Leaside") far an order ~ppraving

thE~ sale transaction (the "Transaction°) conter~iplated by the Purchase Agreement

dated S~pt~mk~er 27, 2Q12, as amended by an Amending Agreemer7t dated October 4,

2012, anci further amended by an Amending Agreement dated October 5, 2012 (as

~r7i~nded, and as may be further amended in accordance with such agreement, the
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"Sale Agreement") between BayBridge Seniors Housing Trust (the "Purchaser") and

the following limited partnerships by their general partner First Leaside Realty II Inc.

(c;ollectively, the "Venders"):

(a) First Leaside Ventures Limited Partnership;

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

(c) Cherry Park Retirement Residence Limited Partnership;

(d) Orchard Valley Retirement Residence Limited Partnership;

(e) The Shores Retirement Residence Limited Partnersf7ip; and

(fj First Leaside Retirement Residences Limited Partnership

~~nd attached as a confidential Exhibit to the Affidavit of Gregory MacLeod, sworn

October 15, 2012 (the "MacLeod Affidavit") and filed under seal, and vesting in the

Purchaser (or its permitted assigns or as it may otherwise direct) all of the Vendors'

right, title and interest in and to the First Leaside Purchased Assets ar7d the Purchased

Securities (each as defined and set forth in the Sale Agreement, and together, the

"Purchased Assets"), was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the MacLeod Affidavit, tf~e Fifth Report of Grant Thornton Limited,

iii its capacity as court appointed monitor (the "Monitor") dated October 17, 2012, grid

can hearing the submissions of counsel for the Applicants, the Monitor, Toronto-

Dominion Bank, IIROC, the Ontario Securities Commission, and Fraser Milner Casgrain

LLF' ire its capacity as Court appointed Representative Counsel, na one appearing for

~:~r7y other person an the service list, although properly served as appears from tt~e

~~ffidavits of service of Kelly Gerra sworn October 16, 2012 and Patricia Hoogenband

sworn October 19, 2012, filed;

AND UPON the Applicants and Included LPs reappearing before the Court on

Nav~mber 28 2012 to seek an amendment to the farm of this Order as set forth in

paragraphs 4 and 5 below:

1. THIS COURT ORDERS that the time for service and filing of the Applicants'

notice of the Motion and the Motion record is hereby abridged and validated so that the

i ~,~,,u's~~itt2s:{
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Motion is properly returnable today and hereby dispenses with any further or other

service thereof.

2. THIS COURT ORDERS AND DECLARES that the Sale Agreement, the

Vendors' entry into the Sale Agreement, and the Transaction contemplated thereunder

are each hereby approved, and further that the execution of the Sale Agreement by

G.S. MacLeod &Associates Inc. in its capacity as court-appointed chief restructuring

officer of First Leaside (the "CRO") on behalf of the Vendors is hereby authorized and

approved nur~c pro tcanc to September 27, 2012, with such minor amendments thereto

as the CRO may deem appropriate. The CRO is hereby authorized and directed to take

sucri additional steps and execute such additional documents on behalf of the Vendors

as may be necessary or desirable for the completion of the Transaction and for the

conveyance of the Purchased Assets to the Purchaser.

3. THIS COURT ORDERS AND DECLARES that the Sale Agreement is hereby

sealed, kept confidential and shall not form part of the public record until such time as

tl~e CRO's Certificate (as defined below) is delivered to the Purchaser in accordance

with paragraph 4 hereof.

4. THIS COURT ORDERS AND DECLARES that upon the delivery of a CRO's

certificate to the Purchaser substantially in the form attached as Schedule "A" hereto

(the "CR(7'S Certificate")~ all of the Vendors' right, title and interest in and to the

F'urciiased Assets, including, without limitation, their beneficial interest in and to the

lands and premises (collectively, the "Lands") described on Schedule "B" hereto, shall

vest absolutely in the Purchaser or any assignee or designee thereof as permitted by

tine Sale Agreement; ar~d ii all of First Leaside Realty II Int.'s right, title and interest in

~~nd_t~ the Lands,_sh~ll vest absolutely as follows:

(~) in Prime Time (Cherry Park) Inc. as to PID: 016-044-355
Lot A, District Lot 4, Group 7, Similkameen Division Yale
(Formerly Yale-Lytton) District, Plan 43044;

(b) in Primp Time (Orchard Valleys Inc. as to PID: 015-305-775
Lot_ A, District Lat 72,_Osoyoos Division Yale District, Plan
42205; and
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(c) in Prime Time~Shores}Inc. as to PID: 017-700-892
Lot A, District Lot 256, Kamloops Division Yale District, Plan
KAP467£i5

(the Purchaser and any~ermitted assignee or designee thereof, Prime Time (Cherry

Park) Inc., 'rime l~in~e (Orchard Valley) Inc., and Prime Time (Shores) Inc. hereinafter

referred to for the purposes of this Order as the "Purchaser"), free and clear of and

Pram any and all security interests (whether contractual, statutory, or otherwise),

Iiypothecs, mortgages, trusts or deemed trusts (whether contractual, statutory, or

otherwise), liens (including construction liens), executions, levies, charges, or other

financial nr monetary claims, whether or not they have attached or been perfected,

registered or filed and whether secured, unsecured or otherwise (collectively, the

"Claims") including, without limiting the generality of the foregoing: (i) any

E:ncu~r~brar7ces or charges created by the Order of Mr. Justice Brown dated February

23, 2012 (the "Initial Order"); (ii) all charges, security interests or claii~~s evidenced by

registrations pursuant to tf7e Persona! Property Security Act (Ontario), Persona!

Pr~~erty Securify Act (British Columbia) or any other personal property registry system

(ail of which are collectively referred to as the "Encumbrances" and which term shall

i~iclude the Encumbrances (as defined in the Sale Agreement)), but shall nit include

the Permitted Enc~u~~brances an First Leaside Purchased Assets (as defined in the Sale

Agreement and set forth on Schedules "C" and "D" hereto), and, for greater certainty,

tf~~is Court orders that all of the Encumbrances affecting or relating to the Purchased

assets are hereby expunged and discharged as against the Purchased Assets.

5. THIS COURT ORDERS that upon filing of a certified copy of this Order, together

with ~ letter from the Vendors' solicitor, Cassels Brock &Blackwell LLP, authorizing its

r~~istration with the Registrar of Titles in the New Westminster Land Title Office and

Kamloops Land Title Office, all right, title, interest, estate and equity of redemption of

tine Vendors ar7d Firsf Leaside Realty fl Inc. in and to the Lands be conveyed to and da

vest in tfie Purchaser in accordance with paragraph 4 above free and clear of all right,

title, interest, estate and equity of redemption or land claim of all parties to this

proceeding, end i~7 p~~rticular of the Applicants and Vendors, their successors and

~:~ssigns, end all persons claiming by, through or under them, subject only to the

reservations and exceptions set out in the original Crown Grant or Grants thereof. For
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the purposes of issuing title to the Purchaser the following charges, liens and interests

(collectively, the "Lien Claims") shall be released from the titles to the Lends:

Lien Claims

Rs to Orchard Valley Retirement
Residences:

l._~gal Description:
PID: 015-305-775
Lot A, District Lot 72,
Osoyoos Division Yale
District, Plan 42205

whicf~_property shall vest absolutely in
Prir~ie Time (Cherry Park) Inc., in
accordance with paragraph 4 above

As to Cherry Park Retirement Residence:

Legal Description:
PID: 016-044-355
Lot A, District Lot 4, Group 7,
Similkarmeen Division Yale
(Formerly Yale-Lytton)
District, Plan 43Q44

which property shall vest absolutely in
Prime Time (Orchard Valley) Inc., in
~ccordar~ce with_~aragraph 4 above

As to the Shares Retirement Residence:

Legal Description:
PI D: 017-700-892
Lot A, District Lot 256,
Kamloops Division Yale
District, Plan KAP46785

wf~ich property shall vest absolutely in
Prime Time (Shores) Inc., in accordance
with paragraph 4 above

Registration No.

Claim of Builders Lien
CA2390138

Claim of Builders Lien
CA2394578

Claim of Builders Lien
CA2433061

Claim of Builders Lien
CA2394579

Claim of Builders l_i~n
CA2433060

Claim of Builders Lien
CA2433059
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E~. THIS COURT ORDERS that fnr the purposes of determining the nature and

~~riority of Claims, the net cash proceeds from the sale of the Purchased Assets

including after effecting payment of the PTL Debt and Related Party Debt (as defined in

the MacLeod Affidavit} (collectively, the "Proceeds") shall stand in the place and stead

of tl~~~ Purcf7ased Assets, and that from and after the delivery of the CRC's Certificate in

~~ccordance with paragraph 4 hereof, all Claims and Encumbrances shall attach to the

~'roceeds with fibs same priority as they had with respect to the Purcf7ased Assets

immediately prior to the sale, as if the Purchased Assets had not been Bald and

rern~ined in the possession or control of the person having that possession or control

in~ir~ediately prior to the sale, provided, however, that to the extent that the Purcl7aser

~assurr~es liability for the accounts payable and accrued liabilities forming part of the First

Leaside Current Liabilities (as defined in the Purchase Agreement) in accordance with

the Purchase Agreement, no claim of such creditor for such accounts payable and

accrued liabilities i~riay be asserted against the Proceeds.

7. THlS COURT ORDERS that if the Purchaser does not reach agreement in

writing with the Toronto-Dominion Bank ("TD°) prior to the closing of the ~Trai7saction

("Closing") to assume the obligations of the Vendors to TD (the "TD Debt") which are

secured by a security interest or charge on the First Leaside Purchased Assets

inrl~_iding, witl~c7~.~t IirT~itatinn, the security listed in Schedule "C" hereto (collectively, the

"TD Mortgages"),

(a) the cash portion of the Purchase Price (as defined in tf~e Sale Agreement)
for the First Leaside Purchased Assets (as defined in the Sale Agreement}
shall not be reduced by the amount of the TD Debt;

(b) ~.~pon the Closing, the Purchaser shall pay the Purchase Price for the First
Le~side ~'urchased Assets as follows:

(i) thE~ Purchaser shall, and is hereby directed to, pay directly to TD,
for and on behalf of the Vendors, an amount equal to the TD Debt,
in repayment and full satisfaction of the TD Qebt (the "TD Loan
Repayment"); and

(ii) the Purchaser shall pay the balance of the Purchase Price, after
subtracting the amount of the TD Loan Repayment, for the First
L~~side Purchased Assets to the Vendors as provided for in the
Sale Agreement; and
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(c) upon receipt of the TD Loan Repayment, TD shall as soon as reasonably
possible discharge all of its security over the Vendors and the First
L.easide Purchased Assets including, without limitation, the encumbrances
set forth on Schedule "C" hereto.

~i. THIS COURT ORDERS that debts of the Vendors may be paid by the Vendors at

C~losir~g fror~i the net proceeds after payment of the TD Loan Repayment, if applicable

pursuant to paragraph 7 hereof, if one of the following two conditions is met:

(a) the Applicants, the Monitor, or the Purchaser, upon further motion, obtain
authorization of the court to have the Vendors pay all nr part of any
unsecured liability of the Vendors or any liability evidenced by a Lien
CIai~7i (in either case, a "Court Approved Debt"), to the extent that such
liabilities are not assumed or paid by the Purchaser in accordance with the
working capital adjustment provided for in the Sale Agreeir~ent; or

(b} the Monitor determines that a Lien Claim is validly registered and
perfected end the Vendors acknowledge that a corresponding specified
a~~nount (which may be all or part of the sum claimed by the party
~sse~~ting the Lien Claim) is owing (a "Quantified Lien Debt").

J, THIS COURT ORDERS that if the Vendors pay a Court Approved Debt or

C~~i~ntified Lien Debt at Closing from the Proceeds (in either case, a "Paid Debt") and if

the Paid Debt was included as a current liability in the Estimated Closing Working

C~~pital Statement (as defined in the Purchase Agreement), such Estimated Closing

Working Capital Statement shall be deemed amended so as to remove as a current

liability such Paid Debt.

10. THIS COURT ORDERS AND DIRECTS the Applicants to file with the Court a

copy of the CRC's Certificate, forthwith after delivery thereof.

11. THIS COURT ORDERS that, notwithstai7ding:

(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant

to the Bankruptcy and Insolvency Act {Canada} in respect of the Vendors

and any bankruptcy order issued pursuant to any such applications; and

(c) any assignment in bankruptcy made in respect of the Vendors;
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the vesting of the Purchased Assets in the Purchaser and the payments to TU pursuant

to this Order and any payments to be made in connection with the Transaction shall be

I~ir7dir7g on any trustee in bankruptcy that may be appointed in respect of the Vendors

~~r~c! shall nat be void or voidable by creditors of the Vendors, nor shall it constitute nor

be deemed to be a fraudulent preference, assignment, fraudulent conveyance, transfer

at undervalue, or other reviewable transaction under the Bankruptcy and Insolvency Act

(Canada) or any other applicable federal or provincial legislation, nar shall it constitute

oppressive ar unfairly prejudicial conduct pursuant to any applicable federal or

provincial legislation.

1 ?_. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from

ll~E~ aF7plic~~kion of the Bulk Sales Act (Ontario).

13. THIS COURT HEREBY REQUESTS the aid and recogi7itinn of any court,

triuunal, regulatory or administrative body having jurisdiction in Canada or in the United

Stites to give effect to this Order and to assist the CRO and Monitor and tf~eir agents in

rarryir~g out the terms of this Order. Ali courts, tribunals, regulatary and adr7iinistrative

bodies are P~ereby respectf~~lly requested to make such orders anti to provide such

assistance to the Moi7itor, as an officer of this Court, as may be necessary or' desirable

to give effect to tl~is Order or to assist the Monitor and its agents in carrying out the

terms of this Order.
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Schedule "A"
Form of CRO's Certificate

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. 7985, C. c-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First L.easide Finance Inc.,
First Leaside Securities lnc., FL Securities inc., First Leaside Management
Inc., First Leaside Accounting and Tax Services Inc., First Leasid~
Holdings Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First
Leaside Capital Inc., First Leaside Realty II Inc., First Leaside Investments
Inc., 965010 Ontario Inc., X445517 Ontario Inc., 1024919 Ontario Inc.,
1031628 Ontario Inc., 1056971 Ontario Inc., 1376Q95 Ontario Inc., 1437290
c~ntario Ltd., 1244428 Ontario Ltd., PrestonOne Development (Car~ada)
Ir~c., 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., 14'18361 Ontario Ltd., 2128054 Ontario Inc., 2069212 Ontario
lr7e., 1132413 Ontario Inc., 2067171 Ontario Inc., 2085306 Ontario Inc.,
2059035 C7ntario Inc., 2086218 Ontario Inc., 2085438 Ontario Inc., First
Leaside Visions Management Inc., 1049015 Ontario Inc., 1049Q16 Ontario
Inc., 20p7804 Ontario Inc., 20'1948 Ontario Inc., FL Research
Ma►iagement Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 20045'f6
Ontario Inc., 2192341 Ontario Inc., and First Leaside Fund Management
inc.

CRO's CERTIFICATE

RECITALS

A Pursuant to an Order of the Honourable ,Justice Brown of the Ontario Superior

Court of Justice (the "Cc~~.irt") dated February 23, 2012, G.S. MacLeod &Associates Inc.

w~3s ~a~pointc~ci as the chief restructuring officer (the "CRO") of the undertaking, ~aro~erty

end assets of the Applicants.

i ~•<~~~i ~~;37iszs.3
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E3. Pursuant to an Order of the Court dated October 22, 2012 as amended (the

"Approval Order"), the Court approved the purchase agreement dated September 27,

?012 (the "Sale Agreement") between the Vendors and Purchaser (as defined in the

/~ppr~val Order) and provided for the vesting in the Purchaser of the Vendors' right, title

and interest in and to the Purchased Assets, which vesting is to be effective with

rf~s~~ect to the Purchased Assets upon the delivery by the CRO to the Purchaser of a

certificate confir~r~ing (i) the payment by the Purchaser of the Purchase Price far the

Pi.irchased Assets; (ii) that the conditions to Closing as set out in the Sale Agreement

Dave been satisfied or waived by the CRO and the Purchaser; and (iii) the Transaction

has been completed to the satisfaction of the CRO.

(;. Unless otherwise indicated herein, terms with initial capitals have tt~e meanings

:~E~t o~.~t in the Sale Agreement.

THE CRO CERTIFIES the fallowing:

1. The Purchaser has paid and the Vendors have received the Purchase Price far

the Purchased Assets payable on the Closing Date pursuant to the Sale

~gi eemc~nt;

~~. Ali of the conditions to Closing as set out in the Saie Agreement have been

satisfied or waived by the CRO and the Purchaser; and

;3. The Transaction has been completed to the satisfaction of the CRO.

4. ~C~hfs Certificate was delivered by the CRO at on Nov~i~~ber ~,

202.

G.S. MacLeod &Associates Inc., in its
capacity as court appointed chief
restricting officer of the Applicants, and
not in its personal capacity

Per:

Name: Greg MacLeod

Title: President
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Schedule "B"
Lands

Cherry Park Retirement Residence

Land Title Office

K8f11~00(~S

Municir~al Descrir~tion:

317 Winnipeg Street, Penticton, BC V2A 8J9

Legal Description;

PIC:): 016-044-355
l_at n, District Lot 4, Group 7, Simiikameen Division Yale (Formerly Yale-Lytton) District,
f='Ian 43044

Orchard Valley Retirement Residences

Land Title Office

K~~mioaps

M~ii7ici~l Descr~oi~:

2829 34t" Street, Vernon, BC V1T 9G4

l_ec~al Description,

~'IC): U15-30~-775
l_.ot A, Distr~irt Lot 72, Osoyoos Division Yale District, Plan 42205

~f~fie Shores Retirement Residences (and the undeveloped portion of The Shores
Land)

L.a►7d Title Office

K~~ii~loops

M~inicipal Descri tp inn:

f370 W~strnir7ster Avenue, Kamloops, BC V2B 1 N9

L..e~al Descri tion:

I'IU: 017-700-892
I_ot n, District Lot 256, Kamloops Division Yale District, Plan KAP46785
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Schedule "C"

Permitted Encumbrances on Purchased Assets

I. Permitted Encumbrances on First Leaside Purchased Assets

(a) Permitted Encumbrances an Lands

1. Instrument CA2181507, registered September 8, 2011, is a mortgage with
respect ko ('arcel Identifier 016-044-355, granted by First Leaside Realty II Inc. ("~L
Realty") in favour of The Toronto-Dominion Bank ("TD") securing the original principal
sum of $19,440,000.

2. Instrument CA2181508, registered September 8, 2011, is an assignment of rents
with respect to Parcel Identifier 016-044-355, granted by FL Realty to TD as additional
sec~~rity for its mortgage registered as CA2181507

3. Instrument CA2181509, registered September 8, 2Q11, is a mortgage with
+c spE;ct to Parcel Identifier 015-305-775, granted by FL Realty in favour of TD securing
tl~f~ o~~iginal principal sum of $19,44Q,000.

4. Ir7strui~~ent CA2181510, registered September 8, 2011, is an assignment of rents
with respect to Parcel Identifier 015-305-775, granted by FL Realty to TD as additional
security for its rnortg~age registered as CA2181509.

~. Instr~m~ent CA2181511, registered September 8, 2011, is a mortgage with
res~>~-pct to Parcel Identifier 017-700-892, granted by FL Realty in favour of TLS securing
the original principal sum of $19,440,000.

G Instrument 02181512, registered September 8, 2011, is an assignment of rents
with respect to Parcel Identifier 017-700-892, granted by FL Realty to TQ as additional
security for its mortgage registered as CA21$1511,

(b) Permitted Encumbrances on Personal Property

Ontario

File no. 672443073; PPSA Registration No. 20110825 1031 1862 6989, in favour
cif -i~D (First Leaside Retirement Residences (Okanagan) Limited Partnership)

2. File rio. 672443127; PPSA Registration No. 20110825 1033 1862 6991; in favour
c>f 1~D (First Leaside Venture Limited Partnersf~ip)

'~. Bile No. 672443226; PPSA Registration No. 20110825 1037 18G2 6994, in
f~rv~~ur of TD (Cf7crry Park)

real ~Y~271 S?fi 3
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~. File no. 672443262; PPSA Registration No. 2Q110825 103 1862 699G, in favour
of TD (Orchard Valley)

5. File No. 672443235; PPSA Registration Na. 20110825 1037 1862 6995, in
favour of TD (the Shores)

6. File no. 672443217; PPSA Registration No. 20110825 103G 18G2 6993 (First
l__~~side Realty it Inc.)

British Calurnbia

1. PPSA Base Registration No. 3181136, in favour of TD (Orchard Vailey)

2. PPSA Base Registration No. 3181156, in favour of TD (the Shores)

:~. PPSA Base Registration No. 318111 G, in favour of TD (Cherry Park)

4. C'('Sn Base Registration No. 3181166, in favour of TD (First Leasidc Realty II
Inc.)

i.~.;~i K~,~I>>x.~
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Schedule D

fi. Other Permitted Encumbrances on First Leaside Purchased Assets

(ii) ~3.C. PPSA Registration No. 994133L7, in favour of MCAP Leasing Inc.

(iii) B.C. PPSA Registration No. 655127F, in favour of National Leasing Group Inc.

III. Permitted Encumbrances on Purchased Securities
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THIS IS EXHIBIT "H" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commission~~ for Taking Affidavits, Etc.
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Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

THE HONOURABLE MR. ) TUESDAY, THE 2ptn

JUSTICE F. J. C. NEWBOULD ~ DAY OF NOVEMBER, 2012

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R. S. C, ? 985, C. c-36, A S AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMtSE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc.,. FL Securities Inc., First L,easide Management Inc.,
First Leaside Accounting and Tax. Services Inc., First L~aside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty lnc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Inc., 9fi5010
Ontario Inc., 1045517 Ontario Inc., 1024919 Onfiario Inc.,. 1031628 Ontario
Inc., 1056971 Ontario Inc., 1376Q95 Ontario Inc., 1437290 Ontario Ltd.,
1244428 On#ario Ltd., PrestonOne Development. (Canada) Inc., PresfionTwo
Developmenfi (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 fnc., 94089'27 Ontario Ltd., 2107738 Ontario Inc.,. 1418361
Ontario Ltd., 2128054 Onfario Inc.,. 2069212 Ontario Inc., 1132413 Ontario
Inc., 2067171! Ontario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
20862.18 Ontario Inc., 2085438 Ontario Inc., First Leaside Visions
Management fnc., 10490'f5 Ontario Inc., 1049016 Ontario Inc., 2007804
Ontario Inc., 2019498 Ontario Inc., FL Research 'Management Inc., '(031628
Ontario Inc., 1045516 Ontario- Inc., 2004516 Ontario lnc., 2192341 Ontario
Inc., and First Leaside Fund Management lnc.

•'i

This motion (the "Motion") made by the Applicants and Included LPs (as defined

in the Initial Order (defined below}) (collectively, "First Leaside") for an order

(a) approving. certain conduct and activities of G.S. MacLeod. &Associates Inc. in

its capacity as the court-appointed restructuring officer of First Leaside (the

"CRO"): and of Grant Thornton Limited, in ifs capacity as court-appointed. monitor

of First Leaside (the "Monitor");

Jegal * 8291174:6
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(b) approving the payment of obligations in connection with the closing of the

Transaction (as defined below) to settle claims of two creditors who have

asserted construction lien claims in accordance with the Court's October 22

Order (defined below);

(c) authorizing the CRO to execute a discharge of a mortgage and assignment of

rents in respect ofi the Vernon Property (defined below);

(d) approving and implementing the Visions Transaction (as defined in the

Affidavit of Gregory MacLeod, sworn November 13, 2012 ("MacLeod

Affidavit"));

(e) approving the sale transaction {"Strucfform Transaction") contemplated by

the Agreement of Purchase and Sale ("Structform Agreement') between

Struct~orm International Limited ("Structform") and 2067171 Ontario Inc. (in its

capacity as general partner of First Leaside Expansion Limited Partnership

("FLEX")), 1132413. Ontario Inc. (in its capacity as general partner of First

Leaside Entities Limited Partnership}, and First Leasde Realty ll lnc. {"Real#y II").

(in its capacity as the sole shareholder of 1132413 Ontario 1'nc.) (collectively,

"Vendors"), and attached as Exhibit "L" to the MacLeod Affidavit and vesting. in

Structform (or its permitted assigns or as it may otherwise direct) all of the

Vendors' right, title and interest in and to the Uxbridge Properties (as defined in

the MacLeod Affidavit); and

(fib for certain other relief as described in the Notice of Motion

was heard this day at 333 University Avenue, Toronto, Ontario.

ON READING the MacLeod Affidavit, the Sixth Report of the Monitor dated

November 19, 2012, and. on hearing the subm ssions of counsel for the applicants, the ~'1_ ~
~.-= ~~ R o c ~a ~ d~ ~ ry

Monitor,. Structform International Limited,: ,and Fraser

Milner Casgrain LLP in its capacity as Court appointed Representative Counsel, no one

appearing for any other person on the service list, although properly served as appears

from. the affidavit of service of Patricia Hoogenband sworn November 14, 2012, fiiled:
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1. THIS COUF2T ~DRDERS that the time for service and filing of the Applicants'

Notice of the Motion and the Motion record is hereby abridged and validated so that the

Motion is properly returnable today and hereby dispenses with any further or other

service thereof.

2. THIS COURT ORDERS AND DECLARES that the conduct and activities of CRO

as disclosed in the Affidavit of Gregory MacLeod dated October 15, 2012 be and are

hereby approved.

3. THIS COURT ORDERS AND DECLARES that the conduct and activities of the

Monitor as set out in the Monitor's Fifth Report dafied October 17, 2Q12 be and are

hereby approved.

4. THIS COURT ORDERS AND DIRECTS that pursuant to paragraph 8(a) of the

Sale Approval and Vesting Order granted' by the Honourable Mr. Justice Pattillo on

October 22, 2012 ("October 22 Order"), First Leaside is hereby aufihorized to pay the

following amounts (respectively, the "Gienow Payment" and fihe "Scuka Payment"):

(aj $45;71'3.52 to Gienow Windoor Lfd. ("Gienow") and

(b) $709,963.92 to Scuka Enterprises Ltd. ("Scuka")

from fhe Proceeds received upon the completion of the Transaction (as defined in the

October 22 Order) in respect of construction lien claims filed by Gienow and Scuka

{"Lien Claims").

5. THIS COURT ORDERS that, to the- extent that Gienow or Scuka wish to assert

claims in amounts in excess of the Gienow Payment and the Scuka Payment, they are

at liberty to assert such claims solely against the Proceeds of those Purchased Assets

(as defined in the October 22 Order) against which the Lien Claims had been asserted,

in accordance with any claims process #hat will be implemented in these proceedings.

6. THIS COURT ORDERS that the CRO, and its president, Gregory MacLeod, are

hereby authorized and directed, upon the closing of the Transaction ("Closing"), to

execute and file in the name of Realty Il such instruments as are necessary to

discharge the mortgage and assignment of rents (collectively, the "Vernon
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Encumbrances") given by 0142962 B.C. Ltd. in flavour of Realty 11 in respect of British

Columbia Parcel )dentifier 026-879-083, described as Lot 1 District Lot 72 Osoyoos

Division Yale District Plan KAP82507 (the "Vernon Lands"), which are registered as

Instrument Numbers LB4804~7 and LB480436 and, following the Closing, the Proceeds

of the Vendors' interest in the Vernon Lands (the "Vernon Proceeds") shall stand in the

place and stead of the Vendors' interest in the Vernon Lands and the Vernon

Encumbrances shall a#tach to the Vernon Proceeds as provided in paragraph 6 of the

October 22 Order.

7. THIS COURT ORDERS AND DECLARES that the Structform Transaction is

hereby approved. The CRO is hereby authorized and directed to execute on behalf of

the Vendors the Structform Agreement dated November 13, 2012, with such minor

amendments as the CRO may deem necessary and take such additional steps and

execute such additional documents as may be necessary or desirable for the

completion of the Structform Transaction and for the conveyance of the Uxbridge

Properties to Structform or its nominee.

8. THIS COURT ORDERS AND DECLARES that upon delivery of a CRO's

Certificate to Structform substantially in the form attached as Schedule "A" hereto, all

of the Vendors' right,. title and interest in and to the Uxbridge Properties described in the

MacLeod Affidavit and set forth in Schedule "B" hereto, shall vest absolutely on an "as

is, where is" basis in Structform or its nominee free and clear at and from any and all

security infierests (whether contractual, statutory or otherwise), hypothecs, mortgages,

trusts or deemed trusts (whether confiractual, statutory, or otherwise), liens,. executions,

levies; charges or other financial or monetary claims, whether or not they have. attached

or been perfected, registered or filed and whether secured, unsecured or otherwise

(collectively, "Claims") including, without limited the generality ofi the foregoing: (i) any

encumbrances or charges created by the order of Mr. Justice Brown dated February

23, 2012 ("Initial Order"); (ii) all charges, security interests or claims evidenced by

registrations pursuant to the Personal Property Security Act (Ontario) or any other

personal property registry system (all of which are collectively referred to as

"Encumbrances") and which term shall include the Encumbrances (as defined in the

Structform Agreement), but shall not include the Permitted Encumbrances on the

Legal*8291 t7~#.G
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Uxbridge Properties (as defined in the Structform Agreement and set forth in Schedule

"C" hereto), and, for greater c~r#ainty, this Court orders that all of the Encumbrances

affecting or relating to the Uxbridge Properties are hereby expunged and discharged as

against the Uxbridge Properties.

9. THIS COURT ORDERS that concurrent with the completion of the Structform

Transaction and the vesting of title to the Uxbridge Properties in favour of Structform, all

claims that Structform has or may have against First Leaside, including without

limitation, the construction lien claim in the amount of $1,723,755 in respect of the

Uxbridge Properties, and sub-contractor claims of LaFarge Canada Inc. ("LaFarge")

and Gilbert Steel Limited ("Gilbert"), be and the same are hereby released and

extinguished and Structform, LaFarge, and Gilbert are forever barred from asserting any

claims (including, without limitation, trust claims and lien claims) against First Leaside or

any of its property including, without limitation, monies held in bank accounts in the

name of FLEX (the "FLEX Bank Accounts").

10. THIS COURT ORDERS that the Visions Transaction. (as defined in the MacLeod

Affidavit) be and fihe same is hereby approved and the CRO is herby authorized and.

directed to take such additional- steps and execufe such additional documents as may

be necessary or desirable to complete the Visions Transaction.

11. THIS COURT ORDERS AND DECLARES that, at the date and time that the

Visions Transaction is completed,

(a) these proceedings shall terminate with respecfi to 2085438 Ontario Inc., it
shall no longer b~ an Applicant in these proceedings, and the title of
proceedings shall be amended to delete reference to 2085438 Ontario
Inc.; and

(b) the following limited partnerships shall no longer be entitled to the benefit
of the Initial Order and Schedule "A" to the Initial Order shall be amended
to delete reference to them:

(i) First Leaside Visions I Limited Partnership,

(ii} First Leaside Visions !I Limited Partnership,

(iii) First Leasid~ Visions !II Limited Partnership,

Legal*829117h.6
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(iv) First Leaside Visions IV Limited Partnership,

(v) Metabacus Limited Partnership,

(vi) Greencore Limited Partnership,.

(vii) Marksman Celiject Limited Partnership,

(viii) ~MISA Limited Partnership,

(ix) Dossierview Limited Partnership,

(x) eSight Limited Partnership, and

(xi) Tyromer Limited Partnership.

12. 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 the CRS and Monitor and their agents in

carrying out. the terms of this Order. AlI courts, tribunals,. regulatory and administrative

bodies are hereby respectfully requested to make such orders and to provide such

assistance to the Monitor, as an officer of this Court, as may be necessary. or desirable

to give eff~cf to this O'Eder or fo assist the Monitor' and its. agents in carrying out the

terms of this Order.

Eiji i~EF~ED r'i-F i liVS~RiT ~ TvR~~VTO
ON / BOf~~t ~lO:
l.~ /DANA L:E' r;ECIS'CRC NO.:

NOV Z ~~ 1012

~~
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Schedule "A"
Form of CRO's Certificate

Court File No. CV-12-9617-04CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER OF THE CONIPAN/ES' CRED/TORS ARRANGEMENT ACT,
R.S.C. 1985, C. c-36, AS AMENDED

AND tN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance lnc.,
First L~aside Securities Inc., FL Securities lnc., Firsfi Leaside Management
Inc., First l.easide Accounting and Tax Services Inc., First Leaside
Holdings tnc., 2086056 Ontario Inc., First Leaside Realty Inc., First
Leaside Capital Inc,, First Leaside Realty II lnc., First Leaside Investments
fnc., 965010 Ontario .Inc., 1045517 Ontario Inc., 1024919 Ontario lnc.,
1031628 Ontario tnc., 1056971 On~Eario Inc,, 1376095 Ontario Inc., 1437290
Ontario Ltd.; 1244428 Ontario Ltci'., PrestonOne Development Canada)
tnc., PrestonTwo Development {Canada) Inc., PrestonThree Development
(Canada) Inc.., PrestonFour Development (Canada) Inc., 2088543 Ontario
[nc., 2088544 Ontario Inc., 2088545 Ontario lnc., 1331607 Ontario lnc:,
Queenston Manor General Partner Inc., 1408927. Ontario Ltd., 2107738
Ontario Inc., 14'1'8361 Ontario L.td., 2128054 Ontario Inc., 206921.2 Onfiario
Inc., 1132413 Ontario Cnc,, 2067171 Ontario Inc., 2085306 Ontario Inc.,
2059035 Ontario lnc., 2086218 Ontario Ine., 2Q85438 Ontario tnc., First
Leaside Visions Management Inc.,: 10490'15 Ontario Inc., 10490'16 Ontario
I'nc., 200780 Ontario Inc., 20'i9418 Ontario Inc.., F'L Research.
Management I:nc., 1Q3'f'628 Ontario lnc., 1045576 Ontario lnc., 2004516
C}nfario Inc.,. 21.92349 Ontario Inc., and First Leaside Fund Management
Fn c.

CRO's CERTIFICATE

RECITALS

A. Pursuant to an Order of the Honourable Justice Brown of the Ontario Superior

Court of Justice. ("Court") dated. February 23, 2012, G.S. Macleod &Associates Inc.

was appointed as the chief restructuring officer ("CRO") of the undertaking, property

and assets of the Applicants.
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B. Pursuant to an C}rder' of the Court dated November 20, 2012 (the "Approval

Carder"), the Court approved the Agreement of Purchase and Sale (the "Structform

Agreemenfi") between the Veridars and Structform (as defined in the Approval Order)

and provided for the vesting in Structform or its nominee of the Vendors' right, title and

interest in and to the Uxbridge Properties, which vesting is to be effective with respect to

the Uxbridge Properties upon the delivery by the CRO to Sfructform of a certi€icate

confirming: (i) that the conditions to Closing as set out in the Structform Agreement

have been satisfied or waived by the CRO end Structform; and (ii) the Structform

Transaction has been completed to the satisfaction of the CRO.

C. Unless otherwise indicated herein, terms with inikial capitals have the meanings

set out in the StrucfiForm Agreement.

THE CRO CERTIFIES the fofl'owing:

1. All of the conditions to Closing as set out in the StructForm Agreement have been

satisfied or waived by the Vendors and. Structform; and

3: The Structform Transaction has been completed to fihe sat sfacfiion of the CRO'.

4. This CerCificate was delivered by the CRO at

2012.,

Leal*8291174.6

on November _,

G.S. iUlacLeod & Assvcia#es Inc., in its
capacity as court-appointed chief
restructuring officer of the Applicants,
and nod in its personal capacity

Per;

Narne: Gregory MacL~od

Title: President
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Schedule "B„

Uxbridge Properties

' ~ ~ ~~ ~d ~'iV~un~cipai Address
~.~ '.~;.z..0 _.._.,>.,...~r...__..._.~...._.,~ k.

4 Victoria Street, Uxbridge, Ontario f'IN 26850-0062 (LT): Lt 3Q7, Pt Lts 304,
305, 306, 308, 309, 311 & 312, Blk HH,
PI 83, P# 1„ 40R15228

144 Brock Street West, Uxbridge, Ontario 'PIN 26850-0060 (LT): Pt Lts 3Q3 & 304,
Blk HH, PI 83 & Pt Mary St., as in
0075874

170 Brock Street West, Uxbridge, Ontario PIN 26850-Q058(LT): Lts 29~, 295 & Pt
Lts 296, 297, 298, 299, 3t~0, 301 & 302,
Blk GG, PI 83 in D527125

address unassigned, Uxbridge, Ontario PIN 26850-OQ59 (LT): Pt Lts. 296, 300,
301 & 302, Bik GG, PI 83, PT 1,
40R18184

Legbl*829117h.b

166



Schedufe "C"

Permitted Encumbrances on Uxbridge Properties

General Encumbrances

1. The reservations, limitations, exceptions, provisos and conditions, if any,. expressed
in any original grants from the. Crown including, without limitation, the reservation afi
any mines and minerals in the Crown or in any other person.

2. Subdivision agreements, site plan control agreements, servicing ar industrial
agreements, utility agreements, airport zoning regulations and other similar
agreements with government authorities or private or public utilities affecting the
development or use of the Lands.

3. Encumbrances respecting minor encroachments by the Lands over neighbouring
lands or by improvements on neighbouring lands and/or permitted under
agreements with the owners of such other lands.

4. Title defects or irregularities which are of a minor nature and in the aggregate will not
materially impair the use or marketability of the Lands for the purposes for which it is
presently used.

5. Any easements or rights of way in favour of any governmental authority, any private
or 

public utility, any railway company or any adjoining: owner.

6. The exceptions and qualifications contained in Section 44(1) of the Land Titles Act
(Ontario), except paragraphs 1, 2, 3, 5, 6, 8, 9, 11 and 14, provincial succession
dufiies and escheats and forfeiture to the Crown.

7. Liens for taxes, rates, assessments or governmental charges or levies not yet due
and payable.

8. Any unregistered easements, rights-of-way or other unregistered interests or claims
not disclosed by registered fiifle 

in 

respect of the provision of utilities to the Lands.

9. Any rights ofi expropriation, access or use or any other similar rights conferred or
reserved by or in any statutes of Canada or the Province of Ontario.

Specific Encumbrances

A. Firstly Lands:
PIN 26850-0058 (LT): Lots 294, 295 and part of Lots 296, 297, 298, 299, 300, 301 and
302, Block GG on Plan 83, Township of Uxbridge, Regional Municipality of Durham

1. Instrument No. C0192201, registered on December 12, 1969 is a by-law.
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2. Instrument No. DR942839, registered on October 18, 2010, is a notice between The
Corporation of the Township of Uxbridge {the "Tawnship"), First Leaside Realty II
Inc. ("first Leaside"), '1132413 Ontario Inc. ("1132413") and 206717 Ontario Inc.
("2067171 ").

3. fnstrurnent Na. DR951602, registered on November 19, 2010, is a notice between
the Township and First Leaside, 1132413 and 2067171.

4. Instrument Na. DR958212, registered on December ~ 5, 2010; is a notice with The
Regional Municipality of Durham (the "Region").

5. Instrument No. DR988999, registered on May 6, 2011, is a notice between the
Township, First Le~side, 1132413 and 2067171, with respect to notice No.
DR951602.

6. Instrument Na. DR1049224, registered an ~ec~mber ~ 3, 2071, is a construction lien
in favour of ~.afarge Canada Inc. ("Lafarge"),

7. Instrument No. DR1053322, registered' on December 30, 2011, is a construction lien
in favour of Gilbert. Steel. Limited ("Gilbert")

8. Instrument Na. DR~056472, registered on January 16, 2012, is a construction lien in
favour of Structfarm International Limited ("Structform").

9. Instrument No. DR1 Q59717, registered on January 27, 2012, is a certificate of action
in favour of Lafarge with respect to construction lien No. DR1049224.

10. Instrument No. DR106112'I, registered on February 2, 2012, is a certifiicafie of action
in favour of Gilbert with respect to construction lien No. DR1053322.

fi1.lnstrument No. DR1065269, registered on February 22, 2012, is a certificate of
acfiion in favour of Structform with respect to construction lien Na. DR1056472.

B. Secondly Lands:
PiN' 268500059 (LT): Part of Lots 296, 300, 301 and 302,. Black GG on Plan 83,
designated as Part 1 on Plan 40R-18184,: Township of Uxbridge, Regional Municipality
cif Durham.

1. Instrument No. C0192201, registered an December 12, 1969 is a by-law.

2. Instrument No. DR447892, registered on February 1G, 1995 is a notice.

3. Instrument No. DR942838, registered on October 18, 2010,. is a notice of option to
purchase in favour of the Township.

4. Instrument No. DR942839, registered on October 18, 2010, is a notice between the
Township, First Leaside 1132413 and 2067171.,
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5. Instrument Nd. DR95160~, registered on November 19, 2014, is a notice between
the Township and First Leaside, 1132413 and 2067171.

6. Instrument No. DR958212, registered on December ~5, 2010, is a notice with the
Region.

7. Instrument No. DR988999, registered on May 6, 2011, is a notice between the
Township,. First Leaside, 1132413 and 2067171, with respect to notice No. DR951602.

8. Instrument No. DR1049224, registered on December 43, 2011, is a construction lien
in favour of Lafarge.

9. Instrument No. DR1{?53322, registered on December 30, 20~'!, is a construction lien
in favour of Gilbert.

10. Instrument No. DR1056472, registered on January 16, 2012, is a construction lien
in favour of Structfarm.

11. Instrument No. DR1059717, registered on January 27, 2~~2, is a certificate of
action in favour of Lafarge with respect to construction lien. No. DR1049224.

12: Instrument. No. DR106~ 121, regis#ered on February 2, 2012, is a certificate of
action in favour of Gilbert with respect to construction lien No. DR1053322.

13. instrument No. aR1065269, registered on February 22, 2012, is a certifiicate of
action. in favour of Structform with respect ~o construction Dien No. DR1056472.

C. Thirdly Lands;
PIN 26850-0060 (LT): Part of Lats 303 and 304, Block HH on Plan 83 and part of Mary
Street, as in Instrument No. C075874, Township of Uxbridge; ̀Regional Municipality of
Durham.

1. instrument No. 00192201, registered on December 12', 1969 is a by-law.

2. lnstrum~nt No. DR942839, registered on October '18, 2010, is a notice between fhe
Township,. First Leaside, 1132413 and 2067'!71.

3. Instrument No. DR95~602, registered' on November 19, 2010, is a notice between
the Township and First Leaside, 11324 3 and 2067171.

4. Instrument No. DR958212, registered on December 15, 200, is a notice with the
Region..

5. Instrument No. DR988999, registered on May 6, 2011, is a notice between the
Township, First Leaside, 1132413 and 2067171, with respect to notice No. DR9516Q2.

6. Instrument No. DR1049224, registered on December 13, 2011, is a construction lien
in favour of Lafarge..
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7. Ins#rument No. DR1053322, registered an December 30, 2011, is a construction lien
in favo~lr of Gilbert.

8. Instrument No. DR~056472, registered on January 16, 2Q12, is a construction lien in
favour of Structform.

9. Instrument No. DR1059717, registered on January 27, 2012, is a certificate of action
in favour of Lafarge with respect to construction lien Na. QR1049224.

10. Instrument No, DRS 061'121, registered on February 2, 2(312, is a certificate of
action in favour of Gilberk with respect to construction lien No. DR1053322.

11. Instrument No. DR10652~9, registered on February 22, 2012, is a certificate of
action in favour of Structfarm with respect to canstructian lien No. DR1056472.

D. fourthly Lands:
PIN 26$50-0062 (LT): Lot 307, part of Lots 304, 305, 306, 308, 309, 311 and 312, Block
HH on Plan 83, designated as Part 1 on Reference Plan 40R-15228, Township of
Uxbridge, Regional M'uunicipality ofi Durham

1. Instrument No. 00192201, registered on December 12, 1969 is a by-law.

2. Instrument No. DR942839, registered on October 18, 2010, is a notice between the
Township, First Leasde, 1132413 and. 2067171.

3. f'ns~rument N'o. DR951602', registered on November '} 9, 20~ 0, is a notice between
the Township and First Leaside, 11324'13' and 2067171.

4. Instrument No. DR958212, registered on December 15, 2010,. is a notice with the
Region.

5. Instrument No. DR988999, registered on May 6, 201'1, is a nofice between the
Township, First Leaside; 1132413 and 2067171, with respect to notice No. DR951602.

6. Instrument No. DR1049224, regstered.on December 13, 2011, is a construction lien
in favour of Lafarge.

7, Instrument No. DR1053322, registered on December 30, 2011, is a construction lien.
in favour of Gilbert..

8. Instrument N'o. DR1056472, registered. on January 16, 2012, is a construction lien in
favour of S#ructform.

9. Instrument No. DR1059717, registered on January 27, 2012, is a certificate of action
in fi~vour of Lafarge with respect tc~ construction lien No. DR1OA~9224.

10. Ins#rument No. DR'1061121, registered on February 2, 201.2, is a certificate of
action in favour of Gilbert with respect to construction Tien No. DR'l053322.
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11. Instrument No. DR1065269, registered on February 22, 2012, is a cerfiificate of
action in favour of Structform with respect to construction lien No. DR1056472.
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THIS IS EXHIBIT "I" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 3rd DAY OF DECEMBER, 2012

Commissio r for Taking Affid ' s, Etc.
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Court File Na. CV-12-961 ?-OOCL

ONTARIO
SUPERIOR Ct?URT C3~ JUSTICE

{Commercial ~.ist)

IN THE fVIATTER O~ 7'HE CUMPAN/ES' CREDITORS ARf~ANGEMENT ACT,
~.s.e.'ss~, c. ~-~s, as AMFr~oEfl

AND 1N THE MATTER OF A PLAN OF COMPR4lV[t5E OR ARRANGEMENT
t?F First Leaside Weal#h Management lnc., First L~aside finance 9nc.,
F'arst Leaside Securities tnc., Fl. Securities Inc., F'~rst Leaside Management
Inc., First Leaside Accounting and Tax Services Inc., First Leaside
Holdings Inc., 2U860S6 Ontario [nc., Firs# Leaside Realty Inc., first
seaside Capita( Inc., First Leaside Realty 11 Inc., First Leaside Inves#meats
ir~c., 965Q1U t~ntario Inc., 1t~45517 Ontario Inc., 1024919 tJntario Inc.,
'1031628 4ntar~o Mc., 1.056977 On#ario Inc., °~ 376495 On#ario Inc., 1437294
C}ntario Ltd,,.1244428 Ontario Ltd,, Prestont?ne DevelopmQnt (Canada)
Inc., PrestonTwo Deve[oprnent Canada) lnc., Pres#onThree Development
(Canada} 1nc., Prsstan~our Development (Canada) Inc., 208$543 Ontaria
lr~c., Z0885~4 Ontario 1nc,, 2088545 Qntario Inc., 1331607 Ontario lnc.,
Queenston Manor General Partner Inc., '14U8927 tJntario Ltd., 2107738
C?ntario Inc., 1418361 Un#ario L.td., 2128054 t~ntario Inc., 2069212 Ontario
lnc., 1132413 tan#arid Inc., 2067171 On#arid Inc., 2085306 Ontario Inc.,
2U59035 tJntario Inc., 2086 18 Ontario nc., 2085438 Ontario Mnc., First
Leaside Visions Management Inc., 1049415 Ontario Inc., 1Q49016 Ontario
tnc., 2UQ7804 On#arid Inc.., 2019418 Qntario inc., ~L Research
Management lnc., 1t}31628 Ontario Inc., 'i045516 Ontario Inc., 20U4516
C}ntarin tnc., 2192341 Ontario Inc., and First Leaside Fund 1Vlan~g~ment
Inc.

CRt3's CERTIFICATE

RENTALS
A. Pursuant to an Order of the Honourable Justice Brown of the Ontario Superior
Court cif Justice {the "Court") dated February 23, 2012, G.S. MacLeod &Associates
inc. was appointed as the chief restructuring officer (the "CRO"} of fhe undertaking,
property and assets of the Applicants.

B. Pursuant to an Order of the Court dated October 22; 2Q12, as amended on
November 28, X012 {co}leetively, the "Approval C?rder"), the Court approved the
purchase agreement dated September 27, 2012 (as amended, and as may be further
amended from lime to time, the "Sale Agreement"} between the Vendors and
Purchaser has defined in the Approval C)rder~ and provided for the vesting in the
Purchaser of the Vendor' right, titEe and interest in and to the Purchased Assets, which
vesting is to be effective with respect #o the Purchased Assets upr~n the delivery by the
CRC} to the Purchaser of a certificate confirming (i} the payment by the Purchaser of the

~egal'8353121.1
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Purchase Price fior the Purchased Assets; {ii}that the ~anditions tc~ Glosiny as sst out in
the Sale Agreement have been satisfied or ti~v~ived by the Vendors and the Pur~t~~ser;
and {iii the Transaction has been compie#ed to the satisfaction ofi the CRO.

C. Unless othenrvise indicated herein, terms with initial capi#als have the meanings
set out in the dale Agreement.

THE CRS CERTIFIES the fallowing:

1. `the Purchaser has paid end the Vendors hive received the purchase Prue for
the Purchased Assets payable an the Closing Date pursuant to the Sale
Agreement;

2. Al! of the conditions to Closing as set out in the Sale Agreement have been
satisfied or waived by the Vendors and the Purchaser;

3. The Transaction has been completed to the satisfaction of the CRU; and

4. This Certificate was delivered by the CRO at ~~- ' ̀'v a:~°rr.lp.rn. on
November =~~ , 2012.

G.S. MacLeod &Associates Inc., in its
capacity ~s court appointed chief
restruc#wring officer of the Applicants,
and not in its,p rs nal ca city

Per: .0--r-3Y ,
,.:=name: Greg

Title: President

175





Legal*8355903.4

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

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE

JUSTICE

)

)

)

FRIDAY, THE 7th

DAY OF DECEMBER, 2012

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings Inc.,
2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital Inc., First
Leaside Realty II Inc., First Leaside Investments Inc., 965010 Ontario Inc.,
1045517 Ontario Inc., 1024919 Ontario Inc., 1031628 Ontario Inc., 1056971
Ontario Inc., 1376095 Ontario Inc., 1437290 Ontario Ltd., 1244428 Ontario Ltd.,
PrestonOne Development (Canada) 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., 1031628
Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario Inc.,
and First Leaside Fund Management Inc.

DISCHARGE AND TRANSITION ORDER

This motion (“Motion”), made by the Applicants and the entities listed on

Schedule “A” (collectively, “First Leaside”) to the Initial Order of the Honourable Mr.

Justice Brown dated February 23, 2012, as amended on March 8, 2012, and June

28, 2012 (“Initial Order”), for an order

176



- 2 -

(a) approving a Custodial and Services Agreement (the “Custodial

Agreement”) between First Leaside Securities Inc. (“FLSI”) and Fidelity

Clearing Canada ULC (“Fidelity”), and authorizing and directing the

CRO (as defined below) to execute and carry out the terms of the

Custodial Agreement;

(b) terminating and discharging these CCAA proceedings forthwith and

providing for the transition of these proceedings to a receivership of

First Leaside by order of this Court (“Receivership Order”), pursuant to

section 101 of the Courts of Justice Act, R.S.C. 1990, c. C.43, as

amended (“CJA”);

(c) approving the activities of G.S. MacLeod & Associates Inc. (“MacLeod

& Associates”), the Chief Restructuring Officer (“CRO”) and Grant

Thornton Limited (“GTL”), the Court-appointed monitor (the “Monitor”),

to date;

(d) approving the fees and disbursements of the Monitor, the Monitor’s

independent counsel and representative counsel (“Representative

Counsel”) for the interests of the nearly 1,200 investors of First Leaside

Securities Inc. in these proceedings, for the period up to and including

November 30, 2012;

(e) releasing and discharging MacLeod & Associates and GTL from any

and all liability that they may have arising out of their acts or omissions

while acting in their capacities as, respectively, CRO and Monitor, save

and except for any gross negligence or wilful misconduct on their part;

and

(f) such further and other relief as this Honourable Court may deem just

was heard this day at 330 University Avenue, Toronto, Ontario.
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ON READING the Affidavit of Gregory MacLeod, sworn December 3, 2012,

the Seventh Report (the “Seventh Report”), of GTL, as Monitor of First Leaside,

dated December 4, 2012, and on hearing the submissions of counsel to First

Leaside, the Monitor and Fraser Milner Casgrain LLP in its capacity as Court-

appointed Representative Counsel, no one appearing for any other person on the

service list, although properly served as appears from the affidavits of service of 

sworn December  2012, filed:

1. THIS COURT ORDERS that the time for service of the Notice of Motion and

the Motion Record shall be and is hereby abridged and that the Motion is properly

returnable today and that service thereof upon any interested party other than the

persons served with the Motion Record is hereby dispensed with.

2. THIS COURT ORDERS that the Custodial Agreement between FLSI and

Fidelity, as described in the Seventh Report, be and is hereby approved, and the

CRO is hereby authorized and directed to execute and carry out the terms of the

Custodian Agreement in the name of FLSI.

3. THIS COURT ORDERS that paragraphs 4, 10, 11, 12, 13, 14, 15 and 16 of

this Order shall become effective upon the issuance of the Receivership Order

appointing GTL as receiver and manager (the “Receiver”) of First Leaside and shall

bind

(a) the Receiver or any other receiver appointed pursuant to the

Receivership Order or otherwise; and

(b) any trustee in bankruptcy of any of the corporations or limited

partnerships which constitute First Leaside.

4. THIS COURT ORDERS that these CCAA proceedings and the Stay Period

(as defined in the Initial Order and amended most recently on October 22, 2012) shall

be terminated.
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APPROVAL OF CRO’S AND MONITOR’S ACTIVITIES

5. THIS COURT ORDERS that the activities of MacLeod & Associates as Court-

appointed CRO and GTL, as Monitor, as disclosed in the affidavits of Gregory

MacLeod sworn November 13, 2012 and December 3, 2012 and the Sixth Report of

the Monitor and the Seventh Report of the Monitor be and are hereby approved.

APPROVAL OF FEES

6. THIS COURT ORDERS that the fees and disbursements of the Monitor, in the

amount of $, inclusive of HST, for the period from February 23, 2012 through

November 30 , 2012, as disclosed in the Affidavit of Jonathan Krieger sworn

December 4, 2012, be and are hereby approved.

7. THIS COURT ORDERS that the fees and disbursements of counsel to the

Monitor, Blake, Cassels & Graydon LLP (“Monitor’s Counsel”), in the amount of $,

inclusive of HST, for the period from February 23, 2012 through November 30, 2012,

as disclosed in the Affidavit of Pamela L. J. Huff sworn December 4, 2012, be and

are hereby approved.

8. THIS COURT ORDERS that the fees and disbursements of Representative

Counsel, Fraser Milner Casgrain LLP, in the amount of $, inclusive of HST, for the

period from February 23, 2012 through November 30, 2012, as disclosed in the

Affidavit of Shayne Kukulowicz sworn December 4, 2012, be and are hereby

approved.

9. THIS COURT ORDERS that the Monitor, Monitor’s Counsel and

Representative Counsel shall be at liberty, upon further motion brought in the

receivership proceedings bearing Commercial List File No. CV-12-9930-00CL, to

seek approval of their fees and disbursements for the period from and after

December 1, 2012.
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RELEASE AND DISCHARGE OF CRO AND MONITOR

10. THIS COURT ORDERS AND DECLARES that upon the appointment of the

Receiver, the appointment of MacLeod & Associates as CRO of First Leaside and the

appointment of GTL as Monitor be and is hereby discharged and terminated.

MacLeod & Associates and GTL, together with their officers, directors, partners,

employees and agents (collectively, the “Released Parties”) shall be released and

discharged from any and all liability that the Released Parties now have or may

hereafter have by reason of, or in any way arising out of, the acts or omissions of the

Released Parties while acting in their respective capacities herein, save and except

for any gross negligence or wilful misconduct on the part of the Released Parties.

Without limiting the generality of the foregoing, the Released Parties shall be forever

released and discharged from any and all liability relating to matters that were raised,

or which could have been raised, in these CCAA proceedings, save and except for

any gross negligence or wilful misconduct on the part of the Released Parties.

11. THIS COURT ORDERS that no action or other proceeding shall be

commenced against MacLeod & Associates, GTL or any of the other Released

Parties in any way arising from or related to their capacity or conduct as, respectively,

CRO or Monitor in connection with First Leaside, except with prior leave of this Court

on at least seven days’ prior written notice to the CRO or Monitor, as applicable.

12. THIS COURT ORDERS that notwithstanding any provisions of this Order or

the termination of the CCAA proceedings, MacLeod & Associates may continue, as a

consultant, to assist the Receiver with respect to any matters the Receiver may

request on such terms as the Receiver and MacLeod & Associates may agree,

without further order or approval of this Court, and MacLeod & Associates may carry

out such functions and duties as may be incidental to the termination of the CCAA

proceedings and the transition to a receivership of First Leaside pursuant to the

Receivership Order. In carrying out such functions and duties, MacLeod &

Associates shall continue to have the benefit of all orders made in these CCAA

proceedings (including all protections and stays of proceedings) and nothing
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contained in this Order shall affect, vary, derogate from or amend any of the

protections in favour of the CRO pursuant to paragraphs 27, 30, 31 and 32 of the

Initial Order, which paragraph shall continue to apply in the receivership, mutatis

mutandis.

13. THIS COURT ORDERS that notwithstanding any provisions of this Order or

the termination of the CCAA proceedings, the Monitor may carry out such functions

and duties as may be incidental to the termination of the CCAA proceedings and the

transition to a receivership of First Leaside pursuant to the Receivership Order. In

carrying out such functions and duties, the Monitor shall continue to have the benefit

of all orders made in these CCAA proceedings (including all protections and stays of

proceedings) and nothing contained in this Order shall affect, vary, derogate from or

amend any of the protections in favour of the CRO pursuant to paragraphs 36, 37

and 38 of the Initial Order, which paragraphs shall continue to apply in the

receivership, mutatis mutandis.

COURT-ORDERED CHARGES

14. THIS COURT ORDERS that notwithstanding any provisions of this Order or

the termination of the CCAA proceedings, the Directors’ Charge, the Administration

Charge and the Inter-Company Charge, created by paragraphs 31, 41 and 49A(b) of

the Initial Order, shall continue to constitute a charge on all of the assets,

undertakings and remaining properties of First Leaside acquired for, or used in

relation to a business carried on by First Leaside, including all proceeds thereof in

accordance with the terms and with the priority provided in the Initial Order.

COMPLETION OF EXISTING TRANSACTIONS AND PAYMENTS

15. THIS COURT ORDERS that notwithstanding any provisions of this Order or

the issuance of the Receivership Order, First Leaside and/or the Receiver are

authorized and directed to pay the following on behalf of, or in the name of, First

Leaside:
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(a) amounts that may be payable as post-filing obligations, including payroll

obligations, in the CCAA proceedings;

(b) cheques that have been issued by First Leaside, but which are

outstanding and have not cleared First Leaside’s bank accounts as of

December 7, 2012; and

(c) unpaid professional fees that have been incurred by the Monitor, its

independent counsel, Representative Counsel, the CRO and counsel to

First Leaside as approved by this Order.

16. THIS COURT ORDERS that notwithstanding any provisions of this Order and

the issuance of the Receivership Order, certain transactions begun during the CCAA

proceedings but not fully completed may be completed by First Leaside and the

CRO, as appropriate, including the following:

(a) the sale of First Leaside Tax and Accounting Services Inc.’s interest in

four accounting firms in Western Canada to Joanna L. Hampton

Holdings Inc. and Jim Brander Professional Corporation, as approved

by this Court on August 23, 2012 and

(b) the entry into, and implementation of, the Custodial Agreement;

(c) the completion of the Structform Transaction (as defined in the order of

Mr. Justice Newbould dated November 20, 2012); and

(d) post-closing activities and adjustments arising out of the Transaction

(as defined in the Amended Sale and Vesting Order of Mr. Justice

Pattillo dated October 22, 2012, as amended on November 28, 2012).
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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 ET AL.

Court File No: CV-12-9617-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

Proceeding commenced at Toronto

DISCHARGE AND TRANSITION ORDER

CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3C2

John N. Birch LSUC #: 38968U
Tel: 416.860.5225
Fax: 416.640.3057
jbirch@casselsbrock.com

David S. Ward LSUC#: 33541W
Tel: 416.869.5960
Fax: 416.360.3154
dward@casselsbrock.com

Lawyers for First Leaside
22309994.9
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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.

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

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF

PROCEEDING COMMENCED AT
TORONTO

MOTION RECORD OF THE APPLICANTS
(RETURNABLE DECEMBER 7, 2012)

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

John N. Birch LSUC #: 38968U
Tel: 416.860.5225
Fax: 416.640.3057
jbirch@casselsbrock.com

David S. Ward LSUC #: 33541W
Tel: 416.869.5960
Fax: 416.640.3154
dward@casselsbrock.com

Lawyers for the Applicants



Court File No. CV-12-9930-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF First Leaside Wealth Management Inc., First
Leaside Finance Inc., First Leaside Securities Inc., FL Securities Inc., Mill Street Limited
Partnership, First Leaside Management Inc., Development Notes Limited Partnership,
Special Notes Limited Partnership, First Leaside Accounting and Tax Services Inc.,
2086056 Ontario Inc., First Leaside Properties Limited Partnership, First Leaside Realty
Inc., First Leaside Realty Limited Partnership, First Leaside Realty II Inc., First Leaside
Investors Limited Partnership, First Leaside Premier Limited Partnership, First Leaside
Progressive Limited Partnership, First Leaside Realty II Limited Partnership, First Leaside
Ultimate Limited Partnership, First Leaside Universal Limited Partnership, Uxbridge
Development Limited Partnership, First Leaside Venture Limited Partnership, 965010
Ontario Inc., Wimberly Apartments Limited Partnership, 1045517 Ontario Inc., The Shores
Limited Partnership, 1024919 Ontario Inc., Old Mill Pond Apartments Limited Partnership,
1031628 Ontario Inc., 1056971 Ontario Inc., The Bluffs of Lakewood Limited Partnership,
1376095 Ontario Inc., F.L. Spring Valley Limited Partnership, 1437290 Ontario Ltd., First
Leaside Partners Limited Partnership, First Leaside Opportunities Limited Partnership,
1244428 Ontario Ltd., Preston Racquet Club Real Estate Limited Partnership Series
910PA, Preston Racquet Club Real Estate Limited Partnership Series 910PB, Preston
Racquet Club Real Estate Limited Partnership Series 910PC, Preston Racquet Club Real
Estate Limited Partnership Series 910PD, PrestonOne Development (Canada) Inc.,
PrestonTwo Development (Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544 Ontario Inc.,
F.L.W. Pond Master Ltd., 2088545 Ontario Inc., F.L.W. Shores Master Ltd., 1331607 Ontario
Inc., First Leaside Acquisitions Limited Partnership, Queenston Manor General Partner
Inc., Queenston Manor Limited Partnership, 2107738 Ontario Inc., First Leaside Advantage
Limited Partnership, 2128054 Ontario Inc., First Leaside Elite Limited Partnership, 1132413
Ontario Inc., First Leaside Entities Limited Partnership, 2067171 Ontario Inc., First Leaside
Expansion Limited Partnership, 2085306 Ontario Inc., First Leaside Growth Limited
Partnership, 2086218 Ontario Inc., First Leaside Unity Limited Partnership, First Leaside
Visions Management Inc., 2007804 Ontario Inc., First Leaside Wealth Management Limited
Partnership, First Leaside Fund Management Inc., F.L. Beverages Group Limited
Partnership, First Leaside Global Limited Partnership, Special U.S. Notes Limited
Partnership, FLWM Holdings Limited Partnership, First Leaside Select Limited
Partnership, Cherry Park Retirement Residences Limited Partnership, First Leaside
Retirement Residences (Okanagan) Limited Partnership, Orchard Valley Retirement
Residences Limited Partnership, The Shores Retirement Residences Limited Partnership
(collectively, "Applicants")

APPLICATION UNDER section 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43, as
amended.

APPLICATION RECORD
(RETURNABLE DECEMBER 7, 2012)
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December 3, 2012 CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3C2

John N. Birch LSUC #: 38968U
Tel: 416.860.5225
Fax: 416.640.3057
jbirch@casselsbrock.com

David S. Ward LSUC #: 33541 W
Tel: 416.869.5960
Fax: 416.640.3154
dward@casselsbrock.com

Lawyers for the Applicants

TO: ATTACHED SERVICE LIST
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SERVICE LIST

TO: FASKEN MARTINEAU DUMOULIN LLP
333 Bay St., Suite 2400
Toronto, ON M5H 2T6

Stuart Brotman
Tel: (416) 865-5419
Fax: (416) 364-7813
sbrotman@fasken.com

Conor O'Neill
Tel: (416) 865-4517
Fax: (416) 364-7813
coneill@fasken.com

Lawyers for the Toronto-Dominion Bank

AND TO: COWLING LAFLEUR HENDERSON LLP
1 First Canadian Place, Suite 1600
100 King St. West
Toronto, ON M5X 1 G5

Cliff Prophet
Tel: (416) 862-7525
Fax: (416) 863-3422
clifton.prophet@gowlings.com

Lilly Wong
Tel: (416) 369-4630
Fax: (416) 369-7230
lilly.wong@gowlings.com

Lawyers for the Canadian Imperial Bank of Commerce

AND TO: TORYS LLP
79 Wellington St. West,
Suite 3000,
Toronto, ON M5K 1 N2

David Bish
Tel: (416) 865-7353
Fax: (416) 865-0040
dbish@torys.com

John A. Fabello
Tel: (416) 865-8228
Fax: (416) 865-0040
jfabello@torys.com

Lawyers for the Independent Committee of the Board of Directors of
First Leaside Wealth Management Inc.
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AND TO: BENNETT JONES LLP
1 First Canadian Place, Suite 3400
Toronto, ON M5X 1A4

Mark S. Laugesen.
Tel: (416) 777-4802
Fax: (416) 863-1716
laugesenm@bennettjones.com

John D. van Gent
Tel: (416) 777-6522
Fax: (416) 863-1716
vangentj@bennettjones.com

Lawyers for KingSett Capital

AND TO: CRAWLEY MEREDITH BRUSH LLP
179 John St., Suite 800
Toronto, ON M5T 1X4

Alistair M. Crawley
Tel: (416) 217-0806
Fax: (416) 217-0220
acrawley@cmblaw.ca

Bruce O'Toole
Tel: (416) 217-0885
botoole@cmblaw.ca

Lawyers for David Phillips

AND TO: TORKIN MANES LLP
Suite 1500
151 Yonge Street
Toronto ON M5C 2W7

Fay Sulley
Tel: +1 (416) 777-5419
Fax: +1 (888) 587-5769
fsulley@torkinmanes.com

Lawyers for the Trustee of Wimberly Fund and the First Leaside Fund

Legal'8259913.1
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AND TO: ONTARIO SECURITIES COMMISSION
20 Queen Street West, Suite 1900
Toronto, ON M5H 3S8

Yvonne B. Chisholm
Tel: (416) 593-2363
Fax: (416) 593-2319
ychisholm@osc.gov.on.ca

AND TO: THORNTON GROUT FINNIGAN LLP
Suite 3200, 100 Wellington St. W.
Toronto ON M5K 1 K7

James H. Grout
Tel: (416) 304-0557
Fax: (416) 304-1313
jgrout@tgf.ca
Danny M. Nunes
Tel: 416.304.0592
Fax: 416.304.1313
dnunes@tgf.ca
Lawyers for the Ontario Securities Commission

AND TO: GOODMANS LLP
Bay Adelaide Centre
333 Bay Street, Suite 3400
Toronto ON M5H 2S7

Brian Empey
Tel: (416) 597-4194
Fax: (416) 979-1234
bempey@goodmans.ca

Lawyers for Investment Industry Regulatory
Organization Of Canada

AND TO: BLAKE, CASSELS & GRAYDON LLP
199 Bay Street
Suite 4000, Commerce Court West
Toronto ON M5L 1A9

Ms. Pamela Laurie Jane Huff
Tel: (416) 863-2958
Fax: (416) 863-2653
pamela.huff@blakes.com
Katherine McEachern
Tel: (416) 863-2566
Fax: (416) 863-2653
katherine. mceachern @blakes.com

Lawyers for the Monitor
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AND TO: ERASER MILNER CASGRAIN LLP
Suite 400
77 King Street West
Toronto-Dominion Centre
Toronto ON M5K OA1

R. Shayne Kukulowicz LL. B., B.A.
Tel: (416) 863-4740
Fax: (416) 863-4592
shayne. kukulowicz@fmc-law. com

Jane Dietrich
Tel: (416) 863-4467
Fax: (416) 863-4592
jane.dietrich@fmc-law.com

Lawyers for Proposed Representative Counsel
for First Leaside Investors

AND TO: MCLAUCHLIN &ASSOCIATES
Suite 200, 155 University Avenue
Toronto, ON M3K 2A3

Megan Sanford
Tel: 416 368-2555
Fax: 416 368-2599
msanford@mclauchlin.ca

Lawyers for Janick Electrick Limited

AND TO: WILSON VUKELICH LLP
Valleywood Corporate Centre
60 Columbia Way
Suite 710
Markham ON L3R OC9

Dan Condon
Tel: (905) 940-5505
Fax: (905) 940-8785
dcondon@wvllp.ca

Lawyers for Aquanorth Contracting Ltd.
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AND TO: WAGNER SIDLOFSKY LLP
100 Richmond Street West
Suite 316
Toronto, ON M5H 3K6

Gregory Sidlofsky
Tel: 416- 601-9279
Fax: 416-364-6579
gmsidlofsky@wagnersidlofsky.com

Lawyers for 792873 Ontario Limited (H&S Equipment)

AND TO: FEIGE, NAWROCKI LLP
3300-130 Adelaide Street West
Toronto, ON M5H 3P5

Julian Nawrocki
Tel: 416-366-8833
Fax: 416-366-3992
nawrocki@fnlawyers.com

Lawyers for Municipal Mechanical Contractors Limited

AND TO: NORTON ROSE CANADA LLP
Suite 3800, Royal Bank Plaza, South Tower
200 Bay Street. P.O. Box 84
Toronto, ON M5J 2Z4

Michael Tamblyn
Tel: 416.202.6705
Fax: 416 216-3930
michael.tamblyn@nortonrose.com
Alan B. Merskey
Tel: 416.216.4805
Fax: 416.216.3930
alan.merskey@nortonrose.com

Lawyers for Kenaidan Contracting Limited

AND TO: PETRO MACCALLUM LTD.
165 Cartwright Avenue
Toronto, ON M6A 1V5
Tel: 416-785-7202

Judy Singh, Manager, Administration
jsingh@petomaccallum.com
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AND TO: E ALAN GARBE LAW OFFICE
7507 Kennedy Road
Markham, ON L3R OL8

Tel: 905-415-9100
Fax: 905 479 3625
eagarbe@garbe-law.com

Lawyers for Stuctform International Limited, Gilbert Steel Limited and
LaFarge Canada Inc.

AND TO: STIKEMAN ELLIOTT LLP
Barristers &Solicitors
5300 Commerce Court West,
199 Bay Street,
Toronto, ON, Canada M5L 169

Maria Konyukhova
Tel : (416) 869-5230
Fax: (416) 947-0866
mkonyukhova@stikeman.com

Lawyers for Midland Loan Services Inc. and
Computershare Trust Canada

AND TO: PEOPLES TRUST COMPANY CANADA
Citigroup Place
Suite 901, 123 Front Street West
Toronto, ON M5J 2M2

Julie Berks, Senior Manager, MBS &Mortgage Banking Administration
Tel: 416-368-3266
Fax: 416-368-3328
j ulieb@peoplestrust. com

AND TO: OWEN BIRD LAW CORPORATION
Three Bentail Centre
595 Burrard Street, P. O. Box 49130
Vancouver BC V7X 1 J5

Alan Frydenlund
Tel: (604) 691-7511
Fax: (604) 632-4486
afrydenlund@owenbird.com

Lawyers for Fisgard Capital Corporation
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AND TO: LANCASTER, BROOKS & WELCH LLP
80 King St.
St. Catharines, ON L2R 6Z1

Malte von Anrep, Q.C.
Tel: 905-641-1551
Fax: 905-641-3340
mvonanrep@Ibwlawyers.com

Lawyers for First Ontario Credit Union

AND TO: PENSON FINANCIAL SERVICES CANADA INC.
330 Bay Street, Suite 711
Toronto, ON M5H 2S8

John M. Skain, President &CEO
Tel: 416-943-9700
Fax: 416-943-9800
jskain@penson.ca

AND TO: CBSC CAPITAL INC.
100-1235 North Service Rd. W.
Oakville, ON L6M 2W2

Faseeh Ahmad
Loss Mitigation Group
Tel: 1-855-732-2818
Fax: 1-866-318-3447
fahmad@leasedirect.com

AND TO: HEENAN BLAIKIE
333 Bay Street, Suite 2900
Bay Adelaide Centre
Toronto, ON M5H 2T4

John Salmas LSUC 423366
Tel: 416.360-3570
Fax: 866-895-2093
E-mail: jsalmas@heenan.ca

Rene Brosseau LSUC 470746
Tel: 416.643-6992
Fax: 866.846-2913
E-mail: rbrosseau@heenan.ca

Lawyers for Canada Mortgage and Housing Corporation
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AND TO: DEPARTMENT OF JUSTICE
Department of Justice
130 King Street West
Suite 3400
Toronto ON M5X 1 K6

Diane Winters
Tel: 416-973-3172
Fax: 416 973-0810
diane.winters@justice.gc.ca

Peter Zevenhuizen
CRA Collections Liaison
Tel: 416- 952-8563
E-mail: Peter.Zevenhuizen@justice.gc.ca

AND TO: INVESTMENT INDUSTRY REGULATORY ORGANIZATION OF CANADA
1600-121 King St W
Toronto ON M5H 3T9

Diana lannetta
Tel: 416 943 5781
E-mail: dianetta@iiroc.ca

AND TO: JOHN WILSON
18 Ringwood Drive, Suite 5-225
Stouffville, ON L4A ON2

Tel: 647-385-6543
E-mail: jwilsoncanada@gmail.com

AND TO: BEARD WINTER LLP
130 Adelaide Street West
Suite 701
Toronto ON M5H 2K4

Mr. N. Peter Silverberg
Tel: (416) 306-1737
Fax: (416) 593-7760
E-mail: psilverberg@beardwinter.com

Lawyers for Rounthwaite Dick &Hadley Architects Inc.

AND TO: BENNETT JONES LLP
3400 One First Canadian Place
P.O. Box 130
Toronto, ON M5X 1A4

John D. van Gent
Tel: 416-777-6522
Fax: 416-863-1716
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E-mail: vangentj@bennettjones.com

Lawyers for KingSett Mortgage Corporation

AND TO: GOODMANS LLP
Bay Adelaide Centre
333 Bay Street, Suite 3400
Toronto, ON M5H 2S7

Ryan Szainwald
Tel: 416-849-6892
Fax: 416-979-1234
E-mail: rszainwald@goodmans.ca

Lawyers for Brujjon Real Estate Holdings Inc.

AND TO: TORYS LLP
79 Wellington St. West,
Suite 3000,
Toronto, ON M5K 1 N2

Lee J. Casey
Tel: (416) 865-7960
Fax: (416) 865-7380
Icassey@torys.com

Scott Bomhof
Tel: (416) 865-7370
Fax: (416) 865-7380
sbomhof@torys.com

Lawyers for BayBridge Seniors Housing Trust

AND TO: TORKIN MANES LLP
Barristers &Solicitors
151 Yonge Street, Suite 1500
Toronto, ON M5C 2W7

S. Fay Sulley
Tel: 416-777-5419
Fax: 1-888-587-5769
E-mail: fsulley@torkinmanes.com

Jeffrey J. Simpson
Tel: 416-777-5413
Fax: 1-888-587-9143
E-mail: jsimpson@torkinmanes.com

Lawyers for First Leaside Fund, First Leaside Mortgage Fund and
Wimberly Fund

Legal*8259913.1
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AND TO: FARRIS, VAUGHAN, WILLIS &MURPHY LLP
1708 Dolphin Avenue, Suite 800
Kelowna, BC V1Y 9S4

Dylana R. Bloor
Tel: 250-869-3870
Fax: 250-861-8772
E-mail: dbloor@farris.com

Lawyers for Scuka Enterprises Ltd.

AND TO: BROOKS TOMCHENKO MORRISON LLP
530-130 Brew St.
Port Moody, BC V3H OE3

Daniel C. Richardson
Tel: 604-917-0126
Fax: 604-937-5577
E-mail: dcr@btmlawyers.com

Lawyers for Gienow Windoor Ltd.

AND TO: NIXON WENGER LLP
301-2707 30t" Avenue
Vernon, BC V1T 2B6

Kent G. Burnham
Tel: 250-542-5353
Fax: 250-542-7273
E-mail: kent.burnham@nixonwenger.com

Lawyers for Okanagan Sundeck Centre Ltd.

AND TO: VECTOR ENGINEERING SERVICES LTD.
3375 Norland Avenue
Burnaby, BC V5B 3A9

Richard Margetson
Tel: 604-298-2333
Fax: 604-298-5652
Email: susan@vectoreng.ca

AND TO: ROYAL BANK OF CANADA
Corporate Banking
P.O. Box 50, 200 Bay Street
4'h Floor, South Tower
Toronto, ON M5J 2W7
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Sam Su, Vice-President, Corporate Banking
Tel: 416-842-3765
Fax: 416-842-5321
E-mail: sam.su@rbccm.com

AND TO: SUTHERLAND MARK FLEMMING SNYDER-PENNER PROFESSIONAL
CORPORATION

675 Queen Street South, Suite 100
Kitchener, ON N2M 1A1

Russ Snyder-Penner
Tel: 519-725-2500
Fax: 519-725-2525
E-mail: russ@sutherlandmark.com

Lawyers for Henry and Grace Hildebrand

AND TO: LANCASTER, BROOKS &WELCH LLP
P.O. Box 790
80 King Street, Suite 800
St. Catharines, ON L2R 6Z1

David L. Edwards
Tel: 905-641-1551
Fax: 905-641-1830
E-mail: dedwards@Ibwlawyers.com

Lawyers for First Ontario Credit Union Limited

AND TO: THE TORONTO-DOMINION BANK
55 King Street West, 3rd Floor
Toronto, ON M5K 1A2

BLANEY MCMURTRY LLP
2 Queen Street East, Suite 1500
Toronto, ON M5C 3G5

Boris M. Muchalov
Tel: 416-597-4885
Fax: 416-594-5088
E-mail: bmuchalov@blaney.com

Ontario Lawyers for the Toronto-Dominion Bank

OWEN BIRD LAW CORPORATION
P.O. Box 49130
2900-595 Burrard Street
Vancouver, BC V7X 1 J5
Tel: 604-688-0401
Fax: 604-688-2827
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B.C. Lawyers for the Toronto-Dominion Bank E

AND TO: MINISTRY OF ATTORNEY GENERAL
Revenue &Taxation Group
Legal Services Branch
601-1175 Douglas Street
PO Box 9289 Stn Prov Govt
Victoria, BC V8W 9J7

Aaron Welch
Phone: (250) 356-8589
Fax: (250) 387-0700
Email: aaron.welch@gov.bc.ca

AND TO: HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF ONTARIO
AS REPRESENTED BY THE MINISTER OF FINANCE (INCOME TAX,
PST)
33 King Street West, 6th Floor, PO Box 620
Oshawa, ON
L1 H 8E9

Kevin J. O'Hara
Email: kevin.ohara@ontario.ca

AND TO: UNITED FOOD AND COMMERCIAL WORKERS UNION, LOCAL 1518,
Chartered by the United Food and Commercial Workers International
Union (CLC)
350 Columbia Street
New Westminster, BC V3L 1A6

Tel: 604-526-1518
Fax: 604-540-1520
E-mail: reception@ufcw1518.com
E-mail: ecabral@ufcw1518.com

AND TO: CHRISTIAN LABOUR ASSOCIATION OF CANADA (CLAC)
Ontario Representative
P.O. Box 219, 89 South Service Road
Grimbsy, ON L3M 4G3

Tel: 905-945-1500 ext. 206
E-mail: mreid@clac.ca

AND TO: NIAGARA HEALTH CARE 8~ SERVICE WORKERS UNION LOCAL 302
affiliated with the Christian Labour Association of Canada
89 South Service Road
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Grimsby, ON L3M 5K3

Tel: 905-945-1500
E-mail: Grimsby@clac.ca

AND TO: McMillan LLP
Lawyers ~ Patent &Trade-mark Agents
50 O'Connor Street, Suite 300
Ottawa, Ontario K1 P 6L2

David B Debenham
Tel: 613.232.7171 ext.103
Fax: 613.231.3191
david.debenham@mcmillan.ca

Counsel for 2284526 Ontario Limited and Troy Russell

Parties w/o e-mail addresses

AND TO: CIT FINANCIAL
207 Queens Quay West
Suite 700
Toronto, ON M5J 1A7

Phone: 877-639-2687
Fax: 416-594-5995

AND TO: NATIONAL LEASING GROUP INC.
1525 Buffalo Place
Winnipeg, MB R3T 1 L9

Phone: (204) 954-9000
Toll Free Phone: (800) 665-1326
Toll Free Fax: (800) 882-0560

AND TO: PITNEY BOWES

Tel: 905-219-3000
Fax: 905-219-3193

AND TO: MCMILLAN LLP
Royal Centre, 1055 West Georgia Street
Suite 1500, P.O. Box 11117
Vancouver, BC V6E 4N7

Tel: 604-689-9111
Fax: 604-685-7084
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Lawyers for Canadian Western Bank

AND TO: FARRIS VAUGHAN WILLS AND MURPHY LLP
700 West George Street, 25th Floor
Vancouver, BC V7Y 1 B3

Tel: 604-684-9151
Fax: 604-661-9349

Lawyers for Kingstreet Real Estate Growth LP No. 2

AND TO: TOYOTA CREDIT CANADA INC.
80 Micro Court
Markham, Ontario L3R 9Z5

Tel: 905-513-8200
Fax: 905-513-9776

AND TO: MCAP LEASING INC.
Equipment Finance and Leasing
5575 North Service Road, Suite 300
Burlington, ON L7L 6M1

Tel: 905-639-3995
Fax: 1-800-436-0884

AND TO: HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMBIA as Represented by the Minister of Small Business and Revenue
(PST-BC/Income Tax)

Revenue Programs Division
Ministry of Finance
1802 Douglas Street
Victoria, BC
V8T 4K6

Fax: (250) 952-0712
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Court File No. CV-12-9930-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF First Leaside Wealth Management Inc., First
Leaside Finance Inc., First Leaside Securities Inc., FL Securities Inc., Mill Street Limited
Partnership, First Leaside Management Inc., Development Notes Limited Partnership,
Special Notes Limited Partnership, First Leaside Accounting and Tax Services Inc.,
2086056 Ontario Inc., First Leaside Properties Limited Partnership, First Leaside Realty
Inc., First Leaside Realty Limited Partnership, First Leaside Realty II Inc., First Leaside
Investors Limited Partnership, First Leaside Premier Limited Partnership, First Leaside
Progressive Limited Partnership, First Leaside Realty II Limited Partnership, First Leaside
Ultimate Limited Partnership, First Leaside Universal Limited Partnership, Uxbridge
Development Limited Partnership, First Leaside Venture Limited Partnership, 965010
Ontario Inc., Wimberly Apartments Limited Partnership, 1045517 Ontario Inc., The Shores
Limited Partnership, 1024919 Ontario Inc., Old Mill Pond Apartments Limited Partnership,
1031628 Ontario Inc., 1056971 Ontario Inc., The Bluffs of Lakewood Limited Partnership,
1376095 Ontario Inc., F.L. Spring Valley Limited Partnership, 1437290 Ontario Ltd., First
Leaside Partners Limited Partnership, First Leaside Opportunities Limited Partnership,
1244428 Ontario Ltd., Preston Racquet Club Real Estate Limited Partnership Series
910PA, Preston Racquet Club Real Estate Limited Partnership Series 910PB, Preston
Racquet Club Real Estate Limited Partnership Series 910PC, Preston Racquet Club Real
Estate Limited Partnership Series 910PD, PrestonOne Development (Canada) Inc.,
PrestonTwo Development (Canada) Inc., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544 Ontario Inc.,
F.L.W. Pond Master Ltd., 2088545 Ontario Inc., F.L.W. Shores Master Ltd., 1331607 Ontario
Inc., First Leaside Acquisitions Limited Partnership, Queenston Manor General Partner
Inc., Queenston Manor Limited Partnership, 2107738 Ontario Inc., First Leaside Advantage
Limited Partnership, 2128054 Ontario Inc., First Leaside Elite Limited Partnership, 1132413
Ontario Inc., First Leaside Entities Limited Partnership, 2067171 Ontario Inc., First Leaside
Expansion Limited Partnership, 2085306 Ontario Inc., First Leaside Growth Limited
Partnership, 2086218 Ontario Inc., First Leaside Unity Limited Partnership, First Leaside
Visions Management Inc., 2007804 Ontario Inc., First Leaside Wealth Management Limited
Partnership, First Leaside Fund Management Inc., F.L. Beverages Group Limited
Partnership, First Leaside Global Limited Partnership, Special U.S. Notes Limited
Partnership, FLWM Holdings Limited Partnership, First Leaside Select Limited
Partnership, Cherry Park Retirement Residences Limited Partnership, First Leaside
Retirement Residences (Okanagan) Limited Partnership, Orchard Valley Retirement
Residences Limited Partnership, The Shores Retirement Residences Limited Partnership
(collectively, "Applicants")

APPLICATION UNDER section 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43, as
amended.

APPLICATION RECORD
(RETURNABLE DECEMBER 7, 2012)

Legal"8362048.2
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Notice of Application Appointing Receiver Returnable December 7, 1 — 27
2012 and Schedule "A" Draft Receivership Order

2. Draft Receivership Order 28 - 45
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Court File No. C ~~ I~~ -- f~% .~Lt ~ ~~'~2

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF Firsfi Leaside Wealth Management inc., First
Leaside Finance Inc., First Leaside Securities lnc., FL Securities Inc., Mill Street Limited
Partnership, First Leaside Management Inc., Development Notes Limited Partnership,
Special Notes Limited Partnership, First Leaside Accounting and Tax Services Inc.,
20$6056 Ontario Inc., First Leaside Properties Limited Partnership, First Leaside Realty
inc., First Leaside Realty Limited Partnership, First Leaside Realty II Inc., First Leaside
Investors Limited Partnership, First Leaside Premier Limited Partnership, First Leaside
Progressive Limited Partnership, First Leaside Realty II Limited Partnership, First Leaside
Ultimate Limited Partnership, Firsfi Leaside Universal Limited Partnership, Uxbridge
Development Limited Partnership, First Leaside Venture Limited Partnership, 965010
Ontario Inc., Wimberly Apartments Limited Partnership, 1045517 Ontario Inc., The Shores
Limited Partnership, 1024919 Ontario Inc., Old Mill Pond Apartments Limited Partnership,
1031628 Ontario Inc., 1056971 Ontario Inc., 1'he Bluffs of Lakewood Limited Partnership,
1376095 Ontario Inc., F.L. Spring Valley Limited Partnership, 1437290 Ontario Ltd., First
Leaside Partners Limited partnership, First Leaside Opportunities Limited Partnership,
1244428 Ontario Ltd., Preston Racquet Club Real Estate Limited Partnership Series
910PA, Preston Racquet Club Real Estate Limited Partnership Series 910PB, Preston
Racquet Club Real Estate Limited Partnership Series 910PC, Preston Racquet Club Real
Estate Limited Partnership Series 910PD, PrestonOne Development (Canada) Inc.,
PrestonTwo Development (Canada) Ine., PrestonThree Development (Canada) Inc.,
PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544 Ontario Inc.,
F.L.W. Pond Master Ltd., 2088545 Ontario 1nc., F.L.W. Shores Master Ltd., 133'1607 Ontario
Inc., First Leaside Acquisitions Limited Partnership, Queenston Manor General Partner
Inc., Queenston Manor Limited. Partnership, 2107738 Ontario Inc., First Leaside Advantage
Limited Partnership, 2'128054 Ontario Inc., First Leaside Elite Limited Partnership, 1132413
Ontario Inc., First Leaside Entities Limited Partnership, 206717'1 On#ario Inc., First Leaside
Expansion Limited Partnership, 2085306 Ontario Inc., First Leaside Growth Limited
Partnership, 2086218 Ontario Inc., First Leaside Unity Limited Partnership, First Leaside
Visions Management Inc., 2007804 Ontario fnc., First L~aside Wealth Management Limited
Partnership, Firsf Leaside Fund Management Inc., F.L. Beverages Group Limited
Partnership, First Leaside Global Limited i'artnership, Special U.S. Notes Limited
Partnership, FLWM Holdings Limited. Partnership, First Leaside Select Limited
Partnership, Cherry Park Retirement Residences Limited Partnership, First Leaside
Retirement Residences (.Okanagan) Limited Partnership, Orchard Valley Retirement
Residences Limited Partnership, The Shores Retirement Residences Limited Partnership
(collectively, "Applicants"}

APPLICATION UNDER section 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43, as
amended.

Legal'8338226.3
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NOTICE OF APPLICATION

TO THE RESPONDENTS

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The
claim made by the Applicants appears on the following page.

THIS APPLICATION will come on fior a hearing on Friday, the 7th day of
December, 2012, at 10:00 a.m., or as soon after that time as the application can be heard
before a judge presiding over the Commercial List at 330 University Avenue, 8t" Floor, in
the City of Toronto, in the Province of Ontario.

IF YOU WISH YO OPPOSE THIS A~'PLICATION, to receive notice of any step in
the application or to be served with any documents in the application you or an Ontario
lawyer acting for you must forthwith prepare a notice of appearance in Form 3$A
prescribed by the Rules of Civil Procedure, serve it an the Applicants' lawyer or, where
the Applicants does not have a lawyer, serve it on the Applicants, and file it, with proof of
service, in this court office, and you or your lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES
ON THE APPLICATION, you or your lawyer must, in addition to serving your notice of
appearance, serve a copy of the evidence on the Applicants' lawyer or, where the
Applicants do not have a lawyer, serve it on the Applicants, and fNe it, with proof of
service,.: in the court office where the application is to be heard as soon as possible, but at
least four {4) days before the hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN
YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO
OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL.
..AID MAY BE AVAILABLE TO YOU BY CONTACTfNG A LOCAL LEGAL AID OFFICE.

Date December 3, 2012 Issued by __ ^y~__
~ocat'Fte~i~.trax ~'

Address of A. Anissirn+wta
court office: 330 University Avenue, 7th floor Registrar

Toronto, Ontario
M5G 1 R7

TO: THE SERVICE LIST

Legal'8338226.3
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APPLICATION

1. The applicant, First Leaside Wealth Management Inc. ("FLWM") and certain other

related corporations and limited partnerships (collectively, "Applicants"), make an

application for:

(a) an Order validating the manner of service of the Application Record and

declaring that the time for service of this Notice of Application and the

Application Record herein be abridged so that this application is properly

returnable today and that further service thereof is dispensed with;

(b) an Order pursuant to section 101 of the Courts of Justice Act, R.S.O. 1990,

c. C.43, as amended, appointing Grant Thornton Limited as receiver (in

such capacity, "Receiver"}, without security, over all of the property, assets

and undertakings of the Applicants ("Property") substantially in the form of

the draft Order attached hereto as Schedule "A";

(c) an Order granting the Receiver, its counsel and representative counsel

"Representative Counsel") at the nearly 1,20Q investors in First Leaside

Securities Inc., a first priority charge on the assets, undertakings and

properties of the Appfcants as security for fees and disbursements incurred

in the administration of the Applicants' estate;

(d) an Order authorizing the Receiver to conduct a claims bar process covering

al! claims ("Claims"} that may be asserted against the Applicants based on

acts, omissions, facts or circumstances existing up to December 7, 2012

("Claims Bar Process") and, in particular, an Order

Legal"8338226.3
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(i) approving a form of notice to creditors in relation to the Claims Bar

Process ("Notice to Creditors");

(ii) establishing deadlines for

(A) pasting the Claims Bar Process on the Receiver's website;

{B) giving notice of the Claims Bar Process to investors and

creditors;

(C) filing proofs of claim against the Applicants; and

(D) responding to the Receiver's revision or disallowance of any

Claim.

(iii) implementing a process for adjudicating Claims; and.

(e) Such further and other relief as this Court deems just.

2. The grounds for the application are as follows:

(a) At relevant times prior to February 23, 201.2, the Applicants and certain

other corporations and limited partnerships (cpllectvely, "First Leaside")

operated numerous businesses and held assets including: (i) a wealth

management firm; (ii) a securities dealer regulated by the Investment.

Industry Regulatory Organization of Canada; (iii) multiple limited

partnerships which own residential rental properties, nursing homes, and

real estate developments in Canada and the United States; and (iv}

Legal'8338226.3



Jt'

-5-

interests in several miscellaneous businesses, including Alberta accounting

firms and a brewery;

(b) In late 2011 and early 2012, First Leas de was facing serious cash flow and

operational challenges.;

(c) in December 2011, First Leaside engaged the services of G.S. MacLeod &

Associates Inc. ("MacLeod &Associates") to review its operations and

provide recommendations on how to deal with the various financial issues it

was fiacing. MacLeod &Associates ultimately determined that the best

course of action was to undertake an orderly wind-down of the Firsfi Leaside

operations under fhe Companies' Creditors Arranger~rent Act, R.S.G. 1985,

(d) In February X012, First Leas de applied fof protection under the CCAA;

(e) By order of Mr. Justice David M. Brown dated February 23, 2012 ("Initial

Order"), Firsf Leaside was granted protection from its creditors under the

CCAA. The Stay Period (as d~fiined in the Initial Order) was extended on

seueral subsequent occasions anc~ currently.. expires on December 11,

2012; .

(~ Pursuant to the Inifal Order, Grant Thornton Limited was appanted as

monitor of First Leaside ("Monitor"), MacLeod &Associates was appointed

as chief restructuring officer of First Leaside ("CRO") and Fraser Milner

Casgrain LLP was appointed as Representative Counsel;

Legal'8338226.3
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(g) From the beginning, the clear stated purpose of the CCAA proceedings was

to facilitate an orderly liquidation of First Leaside's assets to maximize value

for creditors and investors;

(h) The wind-down plan for First Leaside's operations and assets under the

CCAA has been a success and has resulted in the sale of substantially all of

First Leaside's assets;

(i) What remains now is for First Leaside to sel! a small number of its remaining

real property assets, run acourt-supervised Claims Bar Process, and

distribute proceeds to approved creditors and investors on further direction

from the Courk ("Final Activities");

(j) Given the narrow scope of the Final Activities, a GCAA proceeding is no

longer necessary;

(k) Instead, the Final Activities can be dealt with most expediently and

effectively in a receivership proceeding;

(I) The appointment of a Receiver is necessary in the circumstances to

undertake the Finaf Acfiivities and thereby complete the remaining steps in

the liquidation of First Leaside's business for the benefit of creditors and

investors;

(m) The appointment of a Receiver is just and convenient;

Legaf'8338226.3
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(n) Accordingiy, concurrent with this application, First Leaside has brought a

motion—also returnable on December 7, 2012—to terminate the CCAA

proceedings, discharge the Monitor and CRO, and approve the fees and

disbursements of the Monitor, its counsel and Representative Counsel;

(a) First Leaside will also seek an order containing provisions to permit a

smooth transition from the existing CCAA proceedings fio this receivership;

(p) Section 101 of the Courts of Jusfrce Rct, R.S.O. 1990, c. C.43, as amended;

(q) Rules 2.01, 2.03, 3.02 and 38 of the Rules of Civil Procedure, R.R.O. 1990,

Reg. 194; and

(r) Such furkher and other grounds as counsel may advise and this Court may

permi#.

3. The following documentary evidence will be used at the hearing of the application:

(a} The Affidavit ofi Gregory MacLeod, sworn December 3, 2012;

(b) The combined Seventh Report of the Monitor and Pre-Filing Report of the

Proposed Receiver, #filed separately; and

(c) The Consent of the Receiver dated December 7, 2012 (to be filed).

Legal*8338226.3



December 3, 2012 CASSELS BROCK & BLACKWELL LLB'
2100 Scotia Plaza
40 King Street West
Toronto, ON M5H 3C2

John N. Birch LSUC #: 38968U
Tel; 416.860.5225
fax: 416.640.3057
jbirch@casselsbrock.com

David S. Ward LSUC #: 33541W
Tel: 416.860.5960
Fax: 416.360.3154
dward@casselsbrock.com

Lawyers for the Applicants
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SCHEDULE "A"

Courk File No.

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE

~.~.~[~I

FRIDAY, THE 7th

DAY OF DECEMBER, 2012

fN 7HE MATTER OF THE RECEIVERSWIP OF First Leaside Wealth Management fnc., First
Leaside Finance Inc., First Leaside Securifiies Inc., FL Securities Inc., Mill Street Limited
Partnership, First Leaside Management Inc., Development Notes Limited Partnership,
Special Notes Limited Partnership, First Leaside Accounting and Tax Services Inc.,
2086056 Ontario Inc., First Leaside Properties Limited Partnership, First Leaside Realty
Inc., First Le~side Realty Limited Partnership, First Leaside Realty If Inc., First Leaside
Investors Limited Partnership, First Leaside Premier Limited Partnership, First Leaside
Progressive Limited Partnership, First Leaside Realty II Limited Partnership, First
Leaside Ultimate Limited Partnership, First Leaside Universal Limited Partnership,
Uxbridge Development Limited Partnership, First Leaside Venture Limited Partnership,
965010 Ontario Inc., Wimberly Apartments Limited Partnership, 1045517 Ontario Inc., The
Shores Limited Partnership, 9024919 Ontario Inc., O!d Mill Pond Apartments Limited
Partnership, 1031628 Ontario Inc., 9056971 Ontario Inc., The Bluffs. of Lakewood' Limited
Partnership, 1376095 Ontario Inc., F.L. Spring. Valley Limited Partnership, 1437290
Ontario Ltd.,..: First Leaside Partners Limi#ed Partnership, First Leaside Opportunities.
Limited Partnership, 1244428 Ontario Ltd., Preston Racquet Club Real Estate Limited
Partnership Series 910PA, Preston Racquet Club Real Estate Limited Partnership Series
910PB, Preston Racquet Club Reaf Estate Limited Partnership Series 910PC, Preston
Racquet Club Real Estate Limited Partnership Series 910PD, PrestonOne Development
(Canada) Inc., PrestonTwo Development (Canada) Inc., PrestonThree Development
{Canada) Inc., PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., F.L.W. Pond Master Ltd., 20$8545 Ontario Inc., F.L.W. Shores Master Ltd.,
133'1607 Ontario Inc., First Leaside Acquisitions Limited Partnership, Queenston Manor
General Partner Inc., Queenston Manor Limited Partnership, 2107738 Ontario Inc., First
Leasid'e Advantage Limited Partnership, 2128054 Ontario Jnc. First Leaside Elite Limited.
Partnership, ~~132413' Ontario I`nc., First 'Leaside Enfiities Limited Partnership,. 2067171
Ontario Inc., First Leaside Expansion Limited Partnership, 2085306 Ontario Inc., First
Leaside Growth Limited Partnership, 2086218 Ontario Inc., First Leaside Unity Limited
Partnership, First Leaside Visions Management Inc., 2007804 Ontario lnc., First Leasid~
Wealth Management Limited Partnership, First Leaside Fund Management Inc., F.L.
Beverages Group Limited Partnership, First Leasid~ Global Limified Partnership,. Special
U.S. Notes Limited Partnership, FLWM Holdings Limited Partnership, First Leaside Select
Limited Partnership, Cherry Park Retirement Residences Limited Partnership, First
Leaside Retirement Residences (Okanagan) Limited Partnership, Orchard Valley
Retirement Residences Limited Partnership, The Shores Retirement Residences Limited
Partnership (collectively, "Applicants")

Legal*8355902.5
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RECEIVERSHIP ORDER

This application (the "Application") made by the above-noted Applicants (each,

an "Applicant" and, collectively, "First Leaside") for an Order pursuant to section 101

of the Courts of Justice Act, R.S.O. 1990, c. C.43, as amended (the "CJA") appointing

Grant Thornton Limited as receiver (in such capacities, the "Receiver") without security,

of ail ofi the assets, undertakings and properties of First Leaside acquired for, or used in

relation to a business carried on by First Leaside, was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING First Leaside's Notice of Application, the Affidavit of Gregory

MacLeod, sworn December 3, 2012 and filed in Commercial List File No. CV-12-9617-

OOCL (the "MacLeod Affidavit"), the combined Seventh Report of Grant Thornton

Limited, in its capacity as Court-appointed monitor, and pre-filing report of Grant

Thornton Limited (as combined,: the. "Seventh Report"), in its capacity as proposed.

Receiver and on hearing the submissions of counsel for First Leaside, the Receiver and

Fraser Milner Casgrain LLP in its capacity as Court-appointed representative counsel

"Represen#ative Counsel") representing the interests of the nearly 1,200 clients of

First Leaside Securities ln~, {"FLSI"), no one appearing for any other person on the

service list, although properly served as appears from the affidavits of service of ~

sworn December +~, 2Q12, filed:

SERVICE

1. THIS COURT ORDERS tha# 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.

APPOINTMENT OF RECEIVER

2. THIS COURT ORDERS that pursuant to section 101 of the. CJA, Grant Thornton

Limited is hereby appointed Receiver; without security, of all of the assets, undertakings

and remaining properties of First Leaside acquired for, or used in relation to ~ business

carried on by First Leaside, including all proceeds thereof (the "Property").
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3. THIS COURT DECLARES that the Receiver is a receiver within the meaning of

Section 243(2)(b) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as

amended (the "B1A").

4. THIS COURT ORDERS that the Receiver be and is hereby relieved from

compliance with the provisions of Sections 245(1), 245(2) and 246 of the BIA; provided

that the Receiver shall provide notice of its appointment by way of a copy of this Order

to the Superintendent of Bankruptcy, accompanied by the prescribed fee.

RECEIVER'S POWERS

5. THIS COURT ORDERS that the Receiver is hereby empowered and authorized,

but not obligated, to act at once in respect of the Property and, without in any way

limiting the generality of the foregoing, the Receiver is hereby expressly empowered

and authorized to do any of the following where the Receiver considers it necessary or

desirable:

(a) to take possession of and exercise control over the Property and

any and all proceeds,. receipts and disbursements arising: out of or

from the Property, including a!I monies (i) currently held in accounts

in the name of and/or controlled by First Leaside, and (ii) received

by First Leaside or the Receiver on behalf of First Leaside after the

date hereof (collectively, the "Funds");

(b) to receive, preserve, and protect the Property, or any part or parts

thereof, including, but not limited fio, the changing of locks. and

security codes, the relocating of Property to safeguard it, the

engaging of independent security personnel, the taking of physical

inventories and the placement of such insurance coverage as may

be necessary or desirable;

(c) to manage, operate, and carry on the business of First Leaside,

including the powers to enter into any agreements, incur any

obligations in the ordinary course of business, cease to carry on ali
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or any part of the business, or cease to perform any contracts of

First Leaside;

(d) to engage consultants, appraisers, agents, experts, auditors,

accountants, managers, counsel and such other persons, including

G.S. MacLeod &Associates Inc., Blake Cassels &Graydon LLP

and Cassels Brock &Blackwell LLP, froi~n time to time and on

whatever basis, including on a temporary basis, to assist with the

exercise of the Receivers powers and duties, including without

limitation those conferred by this Order;

(e) to seek Court approval of a claims procedure order (the "Claims

Procedure Order") for purposes of establishing a process of

determining the claims of creditors, investors and other

stakeholders (fihe "Claims Process"), to conduct the Claims

Process pursuant to the Claims Procedure Order, and to take such

further steps and seek. such additional. orders. as the Receiver

considers necessary or appropriate to fully determine; resolve or

deal with any claims in these receivership proceedings;

(f~ to settle, extend or compromise any indebtedness owing to Firsfi

Leaside in the name of and on behalf of First Leaside, whefiher in

connection with the Claims Procedure Carder ar otherwise;

(g) to apply far one or more orders of the Court authorizing the

distribution of Funds and any other proceeds of th`e Property upon.

the completion ofi all realization steps and the determination of all

claims pursuant to the Claims Procedure Order or otherwise;

(h) to purchase or Lase such machinery, equipment., inventories,

supplies, premises or other assets to continue the business of First

Leaside or any part or parts thereof;
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(i) to execute, assign, issue and enci~rse documents of whatever

nature in respect of any of the Property, whether in the Receiver's

name or in the name and on behalf of First Leaside, for any

purpose pursuant to this Order;

to receive and collect all monies and accounts now owed or

hereafter owing to First Leaside and to exercise all remedies of

First Leaside in collecting such monies, including, without limitation,

to enforce any security held by First Leaside;

(k) to undertake environmental or workers' health and safety

assessments of the Property and operations of First Leaside;

(I) to initiate, prosecute and continue the prosecution of any and all

proceedings and to defend alf proceedings now pending or

hereafter instituted with respect to First Leaside, the Property or the

Receiver, including, without limitation, the action styled First

Leaside Wealth Management Inc., First Leasde Finance Inc., First

Leaside Secz~rities lnc. and FL Securities Inc. v. Phillips, Davrs and

970877 Ontario /nc., Court File No. CV-12-9821'-OOCE~, and to settle

or compromise any such proceedings. The aufhority hereby

conveyed shal'I extend to such appeals or applications for judicial

review in respect of any order or judgment pronounced in any such

proceeding and to the giving of evidence or participating in any

hearings or proceedings involving the Ontario Se~uriti~s

Commission or Investment Industry Regulatory Organization of

Canada;

(m) to market any nr all of the Property, including advertising and

soliciting offers in respect of the Property or any part ar parts

thereof and negotiating such terms and conditions of sale as the

Receiver in its discretion may deem appropriate;
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(n) to sell, convey, transfer, lease or assign the Property or any part or

parts thereof out of the ordinary course of business,

(i) upon consultation with Representative Counsel but without

the approval of this Court, in respect of any transaction not

exceeding $250,000, provided that the aggregate

consideration for all such transactions does not exceed

$1,000,000; and

(ii) with the approval of this Court in respect of any transaction

in which the purchase price or the aggregate purchase price

exceeds the applicable a~~nount set out in the preceding

clause;

and in each -such case notice under subsection 63(4) of the Ontario

Personal Property Security Act, or section 31 of the Ontario

Mortgages Act, as the case may be, shall not be required, and in

each case the Ontario Bu/k Sales Act-shall not apply;

(o) to apply for any vesting order or other orders necessary to convey

the Property or any part. or parts thereof to a purchaser or

purchasers thereof, free and clear of any liens or encumbrances

affecting such Property;

(p) to report to, meet .with. and discuss with such affected Persons (as

defined below) as the Receiver deems appropriate on all matters

relating to the Property and the receivership, and to share

information, subject to such terms as to confidentiality as fihe

Receiver deems advisable;

(q) to register a copy of #his Order and any other CJrders in respect of

the Property against title to any of the Property;
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(r) to apply for any permits, licences, approvals or permissions as may

be required by any governmental authority and any renewals

thereof for and on behalf of and, if thought desirable by the

Receiver, in the name of any Applicant;

(s) to enter into agreements with any trustee in bankruptcy appointed

in respect of any Applicant, including, without limiting the generality

of the foregoing, the ability to enter into occupation agreements for

any property awned ar leased by any Applicant.

(t) to exercise any shareholder, partnership, joint venture or other

rights which First Leaside may have;

(u) to take any steps reasonably incidental to the exercise of these

powers or the performance of any statutory obligations;

(v) to pay the costs and expenses of the receivership out of the Funds;

and

(w) to apply for advice and directions from the Court. with respect to any

matter outstanding in these proceedings;.

and. in each case where the Receiver takes any such actions or steps, it

shall be exclusively authorized and empowered to do so, to the exclusion

of all other Persons (as defined below), including First Leaside, and

without. interference from. any other Person.

6. THIS COURT ORDERS that the Receiver be authorized and empowered to

(a) cause First Leaside Nominee Services lnc. ("FL Nominee"), as a

wholly-owned subsidiary of First Leaside Wealth Management Inc.,

to distribute to investors in a syndicated mortgage in respect of the

property known municipally as 90 King Street East, Thornbury,

Ontario (Parcel Identification Numbers 37140-0546 (LT) and

37140-0546 {LT)) (the "Thornburg Mortgage") the current and net
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future proceeds on account of principal and interest received and

held by FL Nominee in respect of the Thornbury Mortgage, as

approved by this Court on October 22, 2012;

(b) sell or otherwise dispose of the property known municipally as 123

Erie Street, Wheatley, Ontario, a development site owned by first

Leaside Unity Limited Partnership which limited partnership is

owned by First Leaside Expansion Limited Partnership, subject to

furfiher Court approval;

(c) sell ar otherwise dispose of the property known municipal{y as 164

Cemetery Road, Uxbridge, Ontario, 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 Parfinership, subject to

further Court approval; and

(d) sell or otherwise dispose of the proper#y known municipally as 62

Mill Street, Uxbridge, Ontario, a 3.74 acre plofi of land containing a

small heritage home, which is owned by Mill Street Limited

Partnership which limited partnership is owned by First Leaside

investors Limited Partnership, subject to further Court approval.

7. THIS COURT ORDERS that, with respect to funds placed into escrow (the

"Escrowed Funds") pursuant to sale agr~~m~nts entered info by. First. Leaside prior to

the date of this Receivership Order and related escrow agreements (collectively, a "Sale

Agreement"), including, without limitation, funds placed into escrow pursuant to the

BayBridge Agreement (as defined in the Affidavit of Gregory MacLeod, sworn October

15, 2012 and filed in Commercial List File No. CV-12-9617-OOCL) and the related

escrow agreement, the Receiver shall have the power to

(a) negotiate with a counterparty to a sale agreement (a

"Counterparty") to permit the consensual distribution of the
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Escrowed Funds as permitted by the Sale Agreement

("Consensual Distribution");

(b) seek approval of the Court concerning a settlement respecting a

claim of the Counterparty or any other party to the Escrowed Funds

(an "Escrow Funds Claim");

(c) prepare statements and other documents relating to the Escrowed

Funds and any Escrow Funds Claim;

(d) mediate, arbitrate (if required by a Sale Agreement), or seek an

adjudication by the Court of an Escrow Funds Claim;

(e) otherwise seek directions of the Caurt concerning the Escrowed

Funds and any Escrow Funds Claim;

(t~ direct any party holding Escrowed Funds (the "Escrow Agent") to

pay all or part of funds to the Receiver, the Counterparty, or any

third party. pursuant to a Consensual Dis#ribution or Court order

(collectively, a "Mandatory Payment") and, upon. making such

Mandatory Payment, the Escrow Agent- shall b~ discharged from

any liability in relation to the Escrowed Funds sa paid.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

8. THIS COURT ORDERS that (i) the Applicants, (ii) all of their current and former

directors, officers, employees, agents, accountants, legal counsel and shareholders,.

and all other persons acting on its instructions or behalf, and (iii) all other individuals,

firms, corporations, governmental bodies or agencies, or other entities having notice of

this Order (all of the foregoing, collectively, being "Persons" and each being a

"Person") shall forthwith advise the Receiver of the existence of any Property in such

Person's possession or control, shall grant immediate and continued access to the

Property to the Receiver, and shall deliver all such Property to the Receiver upon the

Receiver's request.
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9. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of

the existence of any books, documents, securities, contracts, orders, corporate and

accounting records, and any other papers, records and information of any kind related

to the business or affairs of any Applicant, and any computer programs, computer

tapes, computer disks, or other data storage media containing any such information (the

foregoing, collectively, the "Records") in that Person's possession or control, and shall

provide to the Receiver or permit the Receiver to make, retain and take away copies

thereof and grant to the Receiver unfettered access to and use of accounting, computer,

software and physical facilities relating thereto, provided however that nothing in this

paragraph 9 or in paragraph 10 of this Order shall require the delivery of Records, or the

granting of access to Records, which may not be disclosed or provided to the Receiver

due to the privilege attaching to solicitor-client communication or due to statutory

provisions prohibiting such disclosure.

10. THIS COURT ORDERS fihat if any Records are stored or otherwise contained on

a computer or other electronic system of information storage, whether by independent

service provider or atherwi'se, all F'ersans in possession or control of such Records shall'

forthwith give unfettered access to the Receiver for the purpose of allowing the Receiver

to recover and' fully copy all of the information contained therein whether by way of

printing the information on#o paper or making copies of computer disks or such other

manner of retrieving and copying the information as the Receiver in its discretion deems

expedient, and shall not alter, erase or destroy any Records without: the prior written

consent of the Receiver. Further, for the purposes of this paragraph, all Persons sha11

prt~vid~ the Receiver with all such assistance in gaining immediate access to the

information in the Rscords as the Receiver may in its discretion require including

providing the Receiver with instructions on the use of any computer or other system and

providing the Receiver with any and all access codes, account names and account

numbers that may be required to gain access to the information.
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NO PROCEEDINGS AGAINST THE RECEIVER

11. THIS COURT ORDERS that no proceeding or enforcement process in any court

or tribunal (each, a "Proceeding"), shall be commenced or continued against the

Receiver except with the written cor~sent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST FIRST LEASIDE Ott THE PROPERTY

12. THIS COURT ORDERS that no Proceeding against or in respect of any

Applicant or the Property shall be commenced or continued except with the written

consent of the Receiver or with leave of this Court and any and all Proceedings

currently under way against or in respect of any Applicant or the Prope~~ty anci stayed

pursuant to the initial Order in Court File No. CV-12-9617-OOCL, dated February 23,

2012 (the "lnitiai Order") and the Stay Period (as defined in the Initial Order and most

rec~ntiy extended through December 11, 2Q12) continue to be stayed and suspended

pe«d'ing further Order of this Court.

NO PROCEEDfNGS AGAINST F1RST LEASIDE'S DIRECTORS AND OFFICERS

13. THIS COURT tSRDERS tl~afi the stay of proceedings in respect of any current or

former director or officer of any of the Applicants (each, a "`Director or Officer"),

provided in paragraph 24 of the Initial Order is hereby continued with respect to any

claim agains# any Director or Officer that arose befiore fhe date hereof and that relates

to any obligations of the Applicant whereby such Director or Officer is alleged to be

liable in their capacity as Director or Officer for the payment or performance of such

obligations, shall be commenced or continued except with the. written consent of the

Receiver or with leave of this Court and any and all Proceedings currently under way

against or in respect cif any Director or Officer stayed pursuant to the Initial Order and

the Stay Period,. other than those Proceedings where leave of the Court to commence

or continue such Proceedings has been granted, shall continue to be stayed and

suspended pending further Order of this Court.
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NO EXERCISE OF RIGHTS OR REMEDIES

14. THIS COURT ORDERS that all rights and remedies against any Applicant, the

Receiver, or affecting the Property, are hereby and continue to be stayed and

suspended except with the written consent of the Receiver or leave of this Court,

provided however that this stay and suspension does not apply in respect of any

"eligible financial contract" as defined in the Bankruptcy and Insolvency Act R.S.C.

1985, c. B-3, and further provided that nothing in this paragraph shall (a) empower the

Receiver or First Leaside to carry on any business which First Leaside is not lawfully

entitled to carry on, (b) exempt the Receiver or any Applicant from compliance with

statutory or regulatory provisions relating to health, safety or the environment, (c)

prevent the filing of any registration to preserve or perfect a security interest, or (d)

prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

15. THIS COURT ORDERS that 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 any Applicant, without written

consent of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

16. THIS COURT ORDERS that all Persons having oral or written agreements with

any Applicant or statutory or regulatory mandates for the supply of goods and/or

services, including wifihout limitation, all computer software, communication and other

data. services, centralized banking services, payroll services, insurance, transportation

services, utility or other services to First Leaside are hereby restrained until fiurther

Order of this Court from discontinuing, altering, interfering with or terminating the supply

of such goods or services as may be required by the Receiver, and that the Receiver

shall be entitled to the continued use of First Leaside's current 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 fihe date of

this Order are paid by the Receiver in accordance with normal payment practices of
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First Leaside or such other practices as may be agreed upon by the supplier or service

provider and the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

17. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other

forms of payments received or collected by the Receiver from and after the making of

this Order from any source whatsoever, including without limitation the sale of all or any

of the Property and the collection of any accounts receivable in whole or in part,

whether in existence on the date of this Order or hereafter coming into existence, shall

be deposited into one or more new acco~.~nts to be opened by the Receiver (the "Post

Receivership Accounts") and the monies standing to the credit of such Post

Receivership Accounts from time to time, net of any disbursements provided for herein,

shall be held by the Receiver to be paid in accordance with the. terms of this Order or

any further Order of this Court.

EMPLOYEES

18. TFtIS COURT ORDERS that all employees of First Leaside shall remain the

employees of First k.easide un#il such time as the Receiver, on first Leaside`s behalf,

may terminate the employmen# of such. employees; The Receiver shall not be Eiable for

any employee-related` liabilities, including any successor employer liabilities a~ provided

for in section 14.06{1.2) of the BIA, other than such amounts as the Receiver may

specifically agree in writing to pay, or in respect of its obligations under sections 81.4(5)

or 81.6{3) of the BIA or under the Wage Earner Protection Program Act.

PIPEDA

19. THIS COURT ORDERS that,.. pursuant to clause 7(3)(c) of the Canada Perst~naf

Information Protection and Electronic Documents Act, the Receiver shaW disclose

personal information of identifiable individuals to prospective purchasers or bidders for

the Property and to their advisors, but only to the extent desirable or required to

negotiate and a#tempt to complete one or more sales of the Property (each, a "Sale").

Each prospective purchaser ar bidder to whom such personal information is disclosed

shall maintain and. protect the privacy of such information and limit the use of such
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information to its evaluation of the Sale, and if it does not complete a Sale, shall return

all such information to the Receiver, or in the alternative destroy all such information.

The purchaser of any Property sha11 be entitled to continue to use the personal

information provided to it, and related to the Property purchased, in a manner which is

in all material respects identical to the prior use of such information by First Leaside,

and shall return all other personal information to the Receiver, or ensure that all other

personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

20. THIS COURT ORDERS thafi nothing herein contained shall require the Receiver

to occupy or to take control, care, charge, possession or management (separately

and/or collectively, "Possession") of any ofi the Property that might be environmentally

contaminated, might be a pollutant ar a contaminant, ar might cause or contribute to a

spill, discharge, release ar 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

Receiver from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The. Receiver shall not, as a result of this Order or anything

done in pursuance of the Receiver'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.

LIMITATION ON THE RECEIVER'S LIABILITY

21. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a

result of its appointment or the carrying out the provisions of this Order, save and

except for any gross negligence or wilful misconduct on its part, or in respect of its

obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner
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Protection Program Act. Nothing in this Order shall derogate from the protections

afforded the Receiver by section 14.06 of the BIA or by any other applicable legislation

RECEIVER'S ACCOUNTS

22. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be

paid their reasonable fees and disbursements, in each case ai their standard rates and

charges, and that the Receiver and counsel to the Receiver shall be entitled to and are

hereby granted a charge (the "Receiver's Charge") on the Property, as securifiy for

such fees and disbursements, both before and after the making of this CJrder in respect

of these proceedings, and that the Receiver's Charge shall form a charge on the

Property ranking pari passu with the Administrative Charge established pursuant to the

Initial Order and continued by the Discharge and Transition Order, dated December 7,

2012, but subject to sections 14.06(7), 81.4(4), and 81,6(2) of the BIA.

23. THIS COURT ORDERS that the Receiver and its legal counsel shall pass its

accounts from fiime to time, and for this purpose the accounts of the Receiver and its

legal: counsel are hereby referred' to a judge of the Commercial list of the t~ntario

Superior Cour# of Justice.

24. THIS COURT ORDERS that prior to the passing of its accounts, the Receiver

shall be at liberty from time to time to apply reasonable amounts,. out of the monies in its

hands, against its fees and disbursements, including legal fees and disbursements,

incurred at the normal rates and charges of the Receiver or its counsel, and such

amounts shall constitute advances against its. remuneration end ciisb~rsem~nfs when

and as approved by this Court.

APPOINTMENT AND FEES OF REPRESENTATNE COUNSEL

25. THIS Cf3URT ORDERS that Fraser Milner Casgrain LL.P's appointmenfi as

Representative Counsel for the clients of FLSI, as approved by paragraph 42 of the

initial Order, as amended by this Court on June 28, 2012, be and is hereby continued

with aspect to these receivership proceedings.
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26. THIS COURT ORDERS that Representative Counsel are authorized to take all

steps and do all acts necessary or desirab{e to carry out the terms of their appointment,

including dealing with any Court, regulatory body or other government ministry,

department or agency, and to take all such steps as are necessary or incidental thereto.

27. THIS COURT ORDERS that Representative Counsel shall be paid their

reasonable fees and disbursements, in each case at their standard rates and charges,

and that Representative Counsel shall be entitled to and is hereby granted a charge

(fihe "Representative Counsel Charge") on the Property, which charge shall not

exceed an aggregate amount of $50,000, as security for such fees and disbursements,

both before and after the making of this Order in respect of these proceedings, and that

the Representative Counsel Charge shall farm a charge on the Property ranking pari

passu with the Receiver's Charge and the Administrative Charge established pursuant

to the Initial Order and continued by the Discharge and Transition Order,. dated

December 7, 2012, but subject to sections 14.06(7), 81.4(4), and 81.6{2) of the BIA.

28. THIS CDURT ORDERS that Representative- Counsel shall pass its accounts

from time to time, and for this purpose the accounts of Representative Counsel. are

hereby referred to a judge of the Commercial List of the Ontario .Superior Court of

Justice.

29. THIS CDURT ORDERS that the Receiver may from time to time apply to this

Court.for advice and d rec#ions in the discharge. of its. powers and' duties hereunder.

30. THIS COURT ORDERS that, subject to paragraphs 22 and 27 above and subject

to sections 14.07(7), 81.4(4) and 81.6(2) of the BIA, the Administration Charge, the

Directors' Charge, the CRO Charge, and the Inter-Company Charge,. (all as defined in

the Inifiial Order) shall continue to apply to the Property in accordance with their

priorities as established by the Initial Order.

31. THIS COURT ORQERS that nothing in this Order shall prevent the Receiver

from acting as a trustee in bankruptcy of any Applicant.
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32. 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 the Receiver and its agents in carrying

out the terms of this t~rder. All courts, tribunals, regulatory and administrative bodies

are hereby respectfully requested to make such orders and to provide such assistance

to the Receiver, as an officer of this Gaurt, as may be necessary or desirable to give

effect to this Order or to assisf the Receiver and its agents in carrying out the terms of

this Order.

33. THIS COURT ORDERS that the Receiver 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 Receiver is authorized and empowered to act as a

representative in respect of the within proceedings for the purpose of having, these

proceedings recognised in a jurisdiction outside Canada.
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Court File No. CV12-9930-OOCL

ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE

JUSTICE

FRIDAY, THE 7th

DAY OF DECEMBER, 2012

IN THE MATTER OF THE RECEIVERSHIP OF First Leaside Wealth Management Inc., First
Leaside Finance Inc., First Leaside Securities Inc., FL Securities Inc., Mill Street Limited
Partnership, First Leaside Management Inc., Development Notes Limited Partnership,
Special Notes Limited Partnership, First Leaside Accounting and Tax Services Inc.,
2086056 Ontario Inc., First Leaside Properties Limited Partnership, First Leaside Realty
Inc., First Leaside Realty Limited Partnership, First Leaside Realty II Inc., First Leaside
Investors Limited Partnership, First Leaside Premier Limited Partnership, First Leaside
Progressive Limited Partnership, First Leaside Realty II Limited Partnership, First
Leaside Ultimate Limited Partnership, First Leaside Universal Limited Partnership,
Uxbridge Development Limited Partnership, First Leaside Venture Limited Partnership,
965010 Ontario Inc., Wimberly Apartments Limited Partnership, 1045517 Ontario Inc., The
Shores Limited Partnership, 1024919 Ontario Inc., Old Mill Pond Apartments Limited
Partnership, 1031628 Ontario Inc., 1056971 Ontario Inc., The Bluffs of Lakewood Limited
Partnership, 1376095 Ontario Inc., F.L. Spring Valley Limited Partnership, 1437290
Ontario Ltd., First Leaside Partners Limited Partnership, First Leaside Opportunities
Limited Partnership, 1244428 Ontario Ltd., Preston Racquet Club Real Estate Limited
Partnership Series 910PA, Preston Racquet Club Real Estate Limited Partnership Series
910PB, Preston Racquet Club Real Estate Limited Partnership Series 910PC, Preston
Racquet Club Real Estate Limited Partnership Series 910PD, PrestonOne Development
(Canada) Inc., PrestonTwo Development (Canada) Inc., PrestonThree Development
(Canada) Inc., PrestonFour Development (Canada) Inc., 2088543 Ontario Inc., 2088544
Ontario Inc., F.L.W. Pond Master Ltd., 2088545 Ontario Inc., F.L.W. Shores Master Ltd.,
1331607 Ontario Inc., First Leaside Acquisitions Limited Partnership, Queenston Manor
General Partner Inc., Queenston Manor Limited Partnership, 2107738 Ontario Inc., First
Leaside Advantage Limited Partnership, 2128054 Ontario Inc., First Leaside Elite Limited
Partnership, 1132413 Ontario Inc., First Leaside Entities Limited Partnership, 2067171
Ontario Inc., First Leaside Expansion Limited Partnership, 2085306 Ontario Inc., First
Leaside Growth Limited Partnership, 2086218 Ontario Inc., First Leaside Unity Limited
Partnership, First Leaside Visions Management Inc., 2007804 Ontario Inc., First Leaside
Wealth Management Limited Partnership, First Leaside Fund Management Inc., F.L.
Beverages Group Limited Partnership, First Leaside Global Limited Partnership, Special
U.S. Notes Limited Partnership, FLWM Holdings Limited Partnership, First Leaside Select
Limited Partnership, Cherry Park Retirement Residences Limited Partnership, First
Leaside Retirement Residences (Okanagan) Limited Partnership, Orchard Valley
Retirement Residences Limited Partnership, The Shores Retirement Residences Limited
Partnership (collectively, "Applicants")
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RECEIVERSHIP ORDER

This application (the "Application") made by the above-noted Applicants (each,

an "Applicant" and, collectively, "First Leaside") for an Order pursuant to section 101

of the Courts of Justice Act, R.S.O. 1990, c. C.43, as amended (the "CJA") appointing

Grant Thornton Limited as receiver (in such capacities, the "Receiver") without security,

of all of the assets, undertakings and properties of First Leaside acquired for, or used in

relation to a business carried on by First Leaside, was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING First Leaside's Notice of Application, the Affidavit of Gregory

MacLeod, sworn December 3, 2012 and filed in Commercial List File No. CV-12-9617-

OOCL (the "MacLeod Affidavit"), the combined Seventh Report of Grant Thornton

Limited, in its capacity as Court-appointed monitor, and pre-filing report of Grant

Thornton Limited (as combined, the "Seventh Report"), in its capacity as proposed

Receiver and on hearing the submissions of counsel for First Leaside, the Receiver and

Fraser Milner Casgrain LLP in its capacity as Court-appointed representative counsel

("Representative Counsel") representing the interests of the nearly 1,200 clients of

First Leaside Securities Inc. ("FLSI"), no one appearing for any other person on the

service list, although properly served as appears from the affidavits of service of ~

sworn December ~, 2012, filed:

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.

APPOINTMENT OF RECEIVER

2. THIS COURT ORDERS that pursuant to section 101 of the CJA, Grant Thornton

Limited is hereby appointed Receiver, without security, of all of the assets, undertakings

and remaining properties of First Leaside acquired for, or used in relation to a business

carried on by First Leaside, including all proceeds thereof (the "Property")

Legal*8355902.5
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3. THIS COURT DECLARES that the Receiver is a receiver within the meaning of

Section 243(2)(b) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as

amended (the "BIA").

4. THIS COURT ORDERS that the Receiver be and is hereby relieved from

compliance with the provisions of Sections 245(1), 245(2) and 246 of the BIA; provided

that the Receiver shall provide notice of its appointment by way of a copy of this Order

to the Superintendent of Bankruptcy, accompanied by the prescribed fee.

RECEIVER'S POWERS

5. THIS COURT ORDERS that the Receiver is hereby empowered and authorized,

but not obligated, to act at once in respect of the Property and, without in any way

limiting the generality of the foregoing, the Receiver is hereby expressly empowered

and authorized to do any of the following where the Receiver considers it necessary or

desirable:

(a) to take possession of and exercise control over the Property and

any and all proceeds, receipts and disbursements arising out of or

from the Property, including all monies (i) currently held in accounts

in the name of and/or controlled by First Leaside, and (ii) received

by First Leaside or the Receiver on behalf of First Leaside after the

date hereof (collectively, the "Funds");

(b) to receive, preserve, and protect the Property, or any part or parts

thereof, including, but not limited to, the changing of locks and

security codes, the relocating of Property to safeguard it, the

engaging of independent security personnel, the taking of physical

inventories and the placement of such insurance coverage as may

be necessary or desirable;

(c) to manage, operate, and carry on the business of First Leaside,

including the powers to enter into any agreements, incur any

obligations in the ordinary course of business, cease to carry on all

Legal*8355902.5
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or any part of the business, or cease to perform any contracts of

First Leaside;

(d) to engage consultants, appraisers, agents, experts, auditors,

accountants, managers, counsel and such other persons, including

G.S. MacLeod &Associates Inc., Blake Cassels &Graydon LLP

and Cassels Brock &Blackwell LLP, from time to time and on

whatever basis, including on a temporary basis, to assist with the

exercise of the Receiver's powers and duties, including without

limitation those conferred by this Order;

(e) to seek Court approval of a claims procedure order (the "Claims

Procedure Order") for purposes of establishing a process of

determining the claims of creditors, investors and other

stakeholders (the "Claims Process"), to conduct the Claims

Process pursuant to the Claims Procedure Order, and to take such

further steps and seek such additional orders as the Receiver

considers necessary or appropriate to fully determine, resolve or

deal with any claims in these receivership proceedings;

(f) to settle, extend or compromise any indebtedness owing to First

Leaside in the name of and on behalf of First Leaside, whether in

connection with the Claims Procedure Order or otherwise;

(g) to apply for one or more orders of the Court authorizing the

distribution of Funds and any other proceeds of the Property upon

the completion of all realization steps and the determination of all

claims pursuant to the Claims Procedure Order or otherwise;

(h) to purchase or lease such machinery, equipment, inventories,

supplies, premises or other assets to continue the business of First

Leaside or any part or parts thereof;

Legal*8355902.5
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(i) to execute, assign, issue and endorse documents of whatever

nature in respect of any of the Property, whether in the Receiver's

name or in the name and on behalf of First Leaside, for any

purpose pursuant to this Order;

Q) to receive and collect all monies and accounts now owed or

hereafter owing to First Leaside and to exercise all remedies of

First Leaside in collecting such monies, including, without limitation,

to enforce any security held by First Leaside;

(k) to undertake environmental or workers' health and safety

assessments of the Property and operations of First Leaside;

(I) to initiate, prosecute and continue the prosecution of any and all

proceedings and to defend all proceedings now pending or

hereafter instituted with respect to First Leaside, the Property or the

Receiver, including, without limitation, the action styled First

Leaside Wealth Management Inc., First Leaside Finance Inc., First

Leaside Securities Inc. and FL Securities Inc. v. Phillips, Davis and

970877 Ontario Inc., Court File No. CV-12-9821-OOCL, and to settle

or compromise any such proceedings. The authority hereby

conveyed shall extend to such appeals or applications for judicial

review in respect of any order or judgment pronounced in any such

proceeding and to the giving of evidence or participating in any

hearings or proceedings involving the Ontario Securities

Commission or Investment Industry Regulatory Organization of

Canada;

(m) to market any or all of the Property, including advertising and

soliciting offers in respect of the Property or any part or parts

thereof and negotiating such terms and conditions of sale as the

Receiver in its discretion may deem appropriate;

Legal*8355902.5
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(n) to sell, convey, transfer, lease or assign the Property or any part or

parts thereof out of the ordinary course of business,

(i) upon consultation with Representative Counsel but without

the approval of this Court, in respect of any transaction not

exceeding $250,000, provided that the aggregate

consideration for all such transactions does not exceed

$1,000,000; and

(ii) with the approval of this Court in respect of any transaction

in which the purchase price or the aggregate purchase price

exceeds the applicable amount set out in the preceding

clause;

and in each such case notice under subsection 63(4) of the Ontario

Personal Property Security Act, or section 31 of the Ontario

Mortgages Act, as the case may be, shall not be required, and in

each case the Ontario Bulk Sales Act shall not apply;

(o) to apply for any vesting order or other orders necessary to convey

the Property or any part or parts thereof to a purchaser or

purchasers thereof, free and clear of any liens or encumbrances

affecting such Property;

(p) to report to, meet with and discuss with such affected Persons (as

defined below) as the Receiver deems appropriate on all matters

relating to the Property and the receivership, and to share

information, subject to such terms as to confidentiality as the

Receiver deems advisable;

(q) to register a copy of this Order and any other Orders in respect of

the Property against title to any of the Property;
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(r) to apply for any permits, licences, approvals or permissions as may

be required by any governmental authority and any renewals

thereof for and on behalf of and, if thought desirable by the

Receiver, in the name of any Applicant;

(s) to enter into agreements with any trustee in bankruptcy appointed

in respect of any Applicant, including, without limiting the generality

of the foregoing, the ability to enter into occupation agreements for

any property owned or leased by any Applicant.

(t) to exercise any shareholder, partnership, joint venture or other

rights which First Leaside may have;

(u) to take any steps reasonably incidental to the exercise of these

powers or the performance of any statutory obligations;

(v) to pay the costs and expenses of the receivership out of the Funds;

and

(w) to apply for advice and directions from the Court with respect to any

matter outstanding in these proceedings;

and in each case where the Receiver takes any such actions or steps, it

shall be exclusively authorized and empowered to do so, to the exclusion

of all other Persons (as defined below), including First Leaside, and

without interference from any other Person.

6. THIS COURT ORDERS that the Receiver be authorized and empowered to

(a) cause First Leaside Nominee Services Inc. ("FL Nominee"), as a

wholly-owned subsidiary of First Leaside Wealth Management Inc.,

to distribute to investors in a syndicated mortgage in respect of the

property known municipally as 90 King Street East, Thornbury,

Ontario (Parcel Identification Numbers 37140-0546 (LT) and

37140-0546 (LT)) (the "Thornburg Mortgage") the current and net
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future proceeds on account of principal and interest received and

held by FL Nominee in respect of the Thornbury Mortgage, as

approved by this Court on October 22, 2012;

(b) sell or otherwise dispose of the property known municipally as 123

Erie Street, Wheatley, Ontario, a development site owned by First

Leaside Unity Limited Partnership which limited partnership is

owned by First Leaside Expansion Limited Partnership, subject to

further Court approval;

(c) sell or otherwise dispose of the property known municipally as 164

Cemetery Road, Uxbridge, Ontario, 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, subject to

further Court approval; and

(d) sell or otherwise dispose of the property known municipally as 62

Mill Street, Uxbridge, Ontario, a 3.74 acre plot of land containing a

small heritage home, which is owned by Mill Street Limited

Partnership which limited partnership is owned by First Leaside

Investors Limited Partnership, subject to further Court approval.

7. THIS COURT ORDERS that, with respect to funds placed into escrow (the

"Escrowed Funds") pursuant to sale agreements entered into by First Leaside prior to

the date of this Receivership Order and related escrow agreements (collectively, a "Sale

Agreement"), including, without limitation, funds placed into escrow pursuant to the

BayBridge Agreement (as defined in the Affidavit of Gregory MacLeod, sworn October

15, 2012 and filed in Commercial List File No. CV-12-9617-OOCL) and the related

escrow agreement, the Receiver shall have the power to

(a) negotiate with a counterparty to a sale agreement (a

"Counterparty") to permit the consensual distribution of the
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Escrowed Funds as permitted by the Sale Agreement

("Consensual Distribution");

(b) seek approval of the Court concerning a settlement respecting a

claim of the Counterparty or any other party to the Escrowed Funds

(an "Escrow Funds Claim");

(c) prepare statements and other documents relating to the Escrowed

Funds and any Escrow Funds Claim;

(d) mediate, arbitrate (if required by a Sale Agreement), or seek an

adjudication by the Court of an Escrow Funds Claim;

(e) otherwise seek directions of the Court concerning the Escrowed

Funds and any Escrow Funds Claim;

(fl direct any party holding Escrowed Funds (the "Escrow Agent") to

pay all or part of funds to the Receiver, the Counterparty, or any

third party pursuant to a Consensual Distribution or Court order

(collectively, a "Mandatory Payment") and, upon making such

Mandatory Payment, the Escrow Agent shall be discharged from

any liability in relation to the Escrowed Funds so paid.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

8. THIS COURT ORDERS that (i) the Applicants, (ii) all of their current and former

directors, officers, employees, agents, accountants, legal counsel and shareholders,

and all other persons acting on its instructions or behalf, and (iii) all other individuals,

firms, corporations, governmental bodies or agencies, or other entities having notice of

this Order (all of the foregoing, collectively, being "Persons" and each being a

"Person") shall forthwith advise the Receiver of the existence of any Property in such

Person's possession or control, shall grant immediate and continued access to the

Property to the Receiver, and shall deliver all such Property to the Receiver upon the

Receiver's request.
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9. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of

the existence of any books, documents, securities, contracts, orders, corporate and

accounting records, and any other papers, records and information of any kind related

to the business or affairs of any Applicant, and any computer programs, computer

tapes, computer disks, or other data storage media containing any such information (the

foregoing, collectively, the "Records") in that Person's possession or control, and shall

provide to the Receiver or permit the Receiver to make, retain and take away copies

thereof and grant to the Receiver unfettered access to and use of accounting, computer,

software and physical facilities relating thereto, provided however that nothing in this

paragraph 9 or in paragraph 10 of this Order shall require the delivery of Records, or the

granting of access to Records, which may not be disclosed or provided to the Receiver

due to the privilege attaching to solicitor-client communication or due to statutory

provisions prohibiting such disclosure.

10. THIS COURT ORDERS that if any Records are stored or otherwise contained on

a computer or other electronic system of information storage, whether by independent

service provider or otherwise, all Persons in possession or control of such Records shall

forthwith give unfettered access to the Receiver for the purpose of allowing the Receiver

to recover and fully copy all of the information contained therein whether by way of

printing the information onto paper or making copies of computer disks or such other

manner of retrieving and copying the information as the Receiver in its discretion deems

expedient, and shall not alter, erase or destroy any Records without the prior written

consent of the Receiver. Further, for the purposes of this paragraph, all Persons shall

provide the Receiver with all such assistance in gaining immediate access to the

information in the Records as the Receiver may in its discretion require including

providing the Receiver with instructions on the use of any computer or other system and

providing the Receiver with any and all access codes, account names and account

numbers that may be required to gain access to the information.
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NO PROCEEDINGS AGAINST THE RECEIVER

11. THIS COURT ORDERS that no proceeding or enforcement process in any court

or tribunal (each, a "Proceeding"), shall be commenced or continued against the

Receiver except with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST FIRST LEASIDE OR THE PROPERTY

12. THIS COURT ORDERS that no Proceeding against or in respect of any

Applicant or the Property shall be commenced or continued except with the written

consent of the Receiver or with leave of this Court and any and all Proceedings

currently under way against or in respect of any Applicant or the Property and stayed

pursuant to the Initial Order in Court File No. CV-12-9617-OOCL, dated February 23,

2012 (the "Initial Order") and the Stay Period (as defined in the Initial Order and most

recently extended through December 11, 2012) continue to be stayed and suspended

pending further Order of this Court.

NO PROCEEDINGS AGAINST FIRST LEASIDE'S DIRECTORS AND OFFICERS

13. THIS COURT ORDERS that the stay of proceedings in respect of any current or

former director or officer of any of the Applicants (each, a "Director or Officer"),

provided in paragraph 24 of the Initial Order is hereby continued with respect to any

claim against any Director or Officer that arose before the date hereof and that relates

to any obligations of the Applicant whereby such Director or Officer is alleged to be

liable in their capacity as Director or Officer for the payment or performance of such

obligations, shall be commenced or continued except with the written consent of the

Receiver or with leave of this Court and any and all Proceedings currently under way

against or in respect of any Director or Officer stayed pursuant to the Initial Order and

the Stay Period, other than those Proceedings where leave of the Court to commence

or continue such Proceedings has been granted, shall continue to be stayed and

suspended pending further Order of this Court.
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NO EXERCISE OF RIGHTS OR REMEDIES

14. THIS COURT ORDERS that all rights and remedies against any Applicant, the

Receiver, or affecting the Property, are hereby and continue to be stayed and

suspended except with the written consent of the Receiver or leave of this Court,

provided however that this stay and suspension does not apply in respect of any

"eligible financial contract" as defined in the Bankruptcy and Insolvency Act R.S.C.

1985, c. B-3, and further provided that nothing in this paragraph shall (a) empower the

Receiver or First Leaside to carry on any business which First Leaside is not lawfully

entitled to carry on, (b) exempt the Receiver or any Applicant from compliance with

statutory or regulatory provisions relating to health, safety or the environment, (c)

prevent the filing of any registration to preserve or perfect a security interest, or (d)

prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

15. THIS COURT ORDERS that 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 any Applicant, without written

consent of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

16. THIS COURT ORDERS that all Persons having oral or written agreements with

any Applicant 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 First Leaside are hereby restrained until further

Order of this Court from discontinuing, altering, interfering with or terminating the supply

of such goods or services as may be required by the Receiver, and that the Receiver

shall be entitled to the continued use of First Leaside's current 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 the Receiver in accordance with normal payment practices of
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First Leaside or such other practices as may be agreed upon by the supplier or service

provider and the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

17. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other

forms of payments received or collected by the Receiver from and after the making of

this Order from any source whatsoever, including without limitation the sale of all or any

of the Property and the collection of any accounts receivable in whole or in part,

whether in existence on the date of this Order or hereafter coming into existence, shall

be deposited into one or more new accounts to be opened by the Receiver (the "Post

Receivership Accounts") and the monies standing to the credit of such Post

Receivership Accounts from time to time, net of any disbursements provided for herein,

shall be held by the Receiver to be paid in accordance with the terms of this Order or

any further Order of this Court.

EMPLOYEES

18. THIS COURT ORDERS that all employees of First Leaside shall remain the

employees of First Leaside until such time as the Receiver, on First Leaside's behalf,

may terminate the employment of such employees. The Receiver shall not be liable for

any employee-related liabilities, including any successor employer liabilities as provided

for in section 14.06(1.2) of the BIA, other than such amounts as the Receiver may

specifically agree in writing to pay, or in respect of its obligations under sections 81.4(5)

or 81.6(3) of the BIA or under the Wage Earner Protection Program Act.

PIPEDA

19. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal

Information Protection and Electronic Documents Act, the Receiver shall disclose

personal information of identifiable individuals to prospective purchasers or bidders for

the Property and to their advisors, but only to the extent desirable or required to

negotiate and attempt to complete one or more sales of the Property (each, a "Sale").

Each prospective purchaser or bidder to whom such personal information is disclosed

shall maintain and protect the privacy of such information and limit the use of such
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information to its evaluation of the Sale, and if it does not complete a Sale, shall return

all such information to the Receiver, or in the alternative destroy all such information.

The purchaser of any Property shall be entitled to continue to use the personal

information provided to it, and related to the Property purchased, in a manner which is

in all material respects identical to the prior use of such information by First Leaside,

and shall return all other personal information to the Receiver, or ensure that all other

personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

20. THIS COURT ORDERS that nothing herein contained shall require the Receiver

to occupy or to take control, care, charge, possession or management (separately

and/or collectively, "Possession") of any of the Property that might be environmentally

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial or

other law respecting the protection, conservation, enhancement, remediation or

rehabilitation of the environment or relating to the disposal of waste or other

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

Receiver from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Receiver shall not, as a result of this Order or anything

done in pursuance of the Receiver'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.

LIMITATION ON THE RECEIVER'S LIABILITY

21. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a

result of its appointment or the carrying out the provisions of this Order, save and

except for any gross negligence or wilful misconduct on its part, or in respect of its

obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner
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Protection Program Act. Nothing in this Order shall derogate from the protections

afforded the Receiver by section 14.06 of the BIA or by any other applicable legislation.

RECEIVER'S ACCOUNTS

22. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be

paid their reasonable fees and disbursements, in each case at their standard rates and

charges, and that the Receiver and counsel to the Receiver shall be entitled to and are

hereby granted a charge (the "Receiver's Charge") on the Property, as security for

such fees and disbursements, both before and after the making of this Order in respect

of these proceedings, and that the Receiver's Charge shall form a charge on the

Property ranking pari passu with the Administrative Charge established pursuant to the

Initial Order and continued by the Discharge and Transition Order, dated December 7,

2012, but subject to sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

23. THIS COURT ORDERS that the Receiver and its legal counsel shall pass its

accounts from time to time, and for this purpose the accounts of the Receiver and its

legal counsel are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.

24. THIS COURT ORDERS that prior to the passing of its accounts, the Receiver

shall be at liberty from time to time to apply reasonable amounts, out of the monies in its

hands, against its fees and disbursements, including legal fees and disbursements,

incurred at the normal rates and charges of the Receiver or its counsel, and such

amounts shall constitute advances against its remuneration and disbursements when

and as approved by this Court.

APPOINTMENT AND FEES OF REPRESENTATIVE COUNSEL

25. THIS COURT ORDERS that Fraser Milner Casgrain LLP's appointment as

Representative Counsel for the clients of FLSI, as approved by paragraph 42 of the

Initial Order, as amended by this Court on June 28, 2012, be and is hereby continued

with respect to these receivership proceedings.
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26. THIS COURT ORDERS that Representative Counsel are authorized to take all

steps and do all acts necessary or desirable to carry out the terms of their appointment,

including dealing with any Court, regulatory body or other government ministry,

department or agency, and to take all such steps as are necessary or incidental thereto.

27. THIS COURT ORDERS that Representative Counsel shall be paid their

reasonable fees and disbursements, in each case at their standard rates and charges,

and that Representative Counsel shall be entitled to and is hereby granted a charge

(the "Representative Counsel Charge") on the Property, which charge shall not

exceed an aggregate amount of $50,000, as security for such fees and disbursements,

both before and after the making of this Order in respect of these proceedings, and that

the Representative Counsel Charge shall form a charge on the Property ranking pari

passu with the Receiver's Charge and the Administrative Charge established pursuant

to the Initial Order and continued by the Discharge and Transition Order, dated

December 7, 2012, but subject to sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

28. THIS COURT ORDERS that Representative Counsel shall pass its accounts

from time to time, and for this purpose the accounts of Representative Counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of

Justice.

GENERAL

29. THIS COURT ORDERS that the Receiver may from time to time apply to this

Court for advice and directions in the discharge of its powers and duties hereunder.

30. THIS COURT ORDERS that, subject to paragraphs 22 and 27 above and subject

to sections 14.07(7), 81.4(4) and 81.6(2) of the BIA, the Administration Charge, the

Directors' Charge, the CRO Charge, and the Inter-Company Charge, (all as defined in

the Initial Order) shall continue to apply to the Property in accordance with their

priorities as established by the Initial Order.

31. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver

from acting as a trustee in bankruptcy of any Applicant.
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32. 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 the Receiver and its 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 the Receiver, as an officer of this Court, as may be necessary or desirable to give

effect to this Order or to assist the Receiver and its agents in carrying out the terms of

this Order.

33. THIS COURT ORDERS that the Receiver 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 Receiver 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.
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