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NOTICE OF MOTION

(Stay Extension and Sale Approval)

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

on Monday, October 22, 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.
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PROPOSED METHOD OF HEARING: The motion is to be heard

[ ] in writing under subrule 37.12.1(1);

[ ] 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 motion record be dispensed with such that this

motion is properly returnable on October 22, 2012;

(b) an Order extending the Stay Period as defined in the initial order granted by

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

currently expires on October 26, 2012, to December 11, 2012;

(c) an Order amending paragraph 3 of the Initial Order to delete the following

limited partnerships from the "Excluded LPs" as defined in the Initial Order

and to add the same limited partnerships to Schedule "A" to the Initial Order

as entities entitled to the benefit of the Initial Order:

i. First Leaside Retirement Residences (Okanagan) Limited

Partnership;

ii. Cherry Park Retirement Residence Limited Partnership ("Cherry

Park LP");

Legal"8152440.11
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iii. Orchard Valley Retirement Residence Limited Partnership

("Orchard Valley LP"); and

iv. The Shores Retirement Residence Limited Partnership ("The

Shores LP")

(collectively, the "Okanagan LPs")

(d) an Order approving the Vendors' entry into, and the terms and conditions

of, and the transactions contemplated under, 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, (the "Purchase Agreement") (including, without

limitation, the allocation of proceeds and assumption of liabilities set out in

the Purchase Agreement), made among First Leaside Ventures Limited

Partnership ("Ventures LP"), the Okanagan LPs, and First Leaside

Retirement Residences Limited Partnership, as vendors (the "Vendors"),

and BayBridge Seniors Housing Trust, as purchaser ("BayBridge"), and

vesting all of the Vendors' rights, title, and interest in and to the Purchased

Assets* in the Purchaser* (or an affiliate or assignee thereof or as directed

by BayBridge) free and clear of all Encumbrances` other than the Permitted

Encumbrances* on the Purchased Assets* (terms marked with an asterisk

are as defined in the Purchase Agreement);

(e) an Order authorizing and directing G.S. MacLeod &Associates Inc., the

Chief Restructuring Officer (the "CRO"), by its President, Gregory MacLeod
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to, nunc pro tunc, execute the Purchase Agreement (and any amendments

and ancillary documents related thereto) on behalf of the Okanagan LPs by

their general partner, First Leaside Realty II Inc., an Applicant herein;

(fl an Order sealing the Purchase Agreement attached as a Confidential

Exhibit to the Affidavit of Greg McLeod sworn October 15, 2012, until the

transaction contemplated by the Purchase Agreement (the "BayBridge

Transaction") is completed;

(g) an Order exempting the BayBridge Transaction from the provisions of the

Bulk Sales Act (Ontario);

(h) subject to the receipt by the Monitor of a security opinion confirming the

validity and enforceability of the secured obligations to be discharged

and/or assumed in connection with the closing of the BayBridge

Transaction, as provided for by the Purchase Agreement, an Order

authorizing and directing the CRO to apply sufficient proceeds of sale

arising from the BayBridge Transaction to discharge the following secured

obligations in respect of the Purchased Assets:

Date Secured Party Debtors) Amount Reference
Number /
Comments

September The Toronto-Dominion First Leaside Realty II British Columbia
8, 2011 Bank Inc. (Cherry Park) Mortgage and

Assignment of
Rents

CA2181507

CA2181508
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Date Secured Party Debtors) Amount Reference
Number !
Comments

September The Toronto-Dominion First Leaside Realty II British Columbia
8, 2011 Bank Inc. (Orchard Valley) Mortgage and

Assignment of
Rents

CA2181511

CA2181512

September The Toronto-Dominion First Leaside Realty II British Columbia
8, 2011 Bank Inc. (Orchard Valley) Mortgage and

Assignment of
Rents

CA2181509

CA2181510

August 25, The Toronto-Dominion First Leaside Retirement Aggregate ON PPSA File
2011 Bank' Residences (Okanagan) balance of TD No. 672443073

Limited Partnership mortgages is
Ref. No.$17,332,061 as

of October 4, 20110825 1031

2012. 1862 6989

August 25, The Toronto-Dominion First Leaside Venture Aggregate ON PPSA File
2011 Bank Limited Partnership balance of TD No. 672443127

mortgages is
$17,332,061 as Ref. No.

of October 4, 20110825 1033

2012. 1862 6991

August 25, The Toronto-Dominion Cherry Park Retirement Aggregate ON PPSA File
2011 Bank Residence Limited balance of TD No. 672443226

Partnership mortgages is
Ref. No.$17,332,061 as

of October 4, 20120825 1037

2012. 1862 6994

August 25, The Toronto-Dominion Orchard Valley Aggregate ON PPSA File
2011 Bank Retirement Residence balance of TD No. 672443262

Limited Partnership mortgages is
Ref. No.$17,332,061 as

of October 4, 20120825 1038

2012. 1862 6996

August 25, The Toronto-Dominion The Shores Retirement Aggregate ON PPSA File
2011 Bank' Residence Limited balance of TD No. 672443235

Partnership mortgages is
Ref. No.$17,332,061 as

of October 4, 20120825 1037

2012. 1862 6995

August 24, The Toronto-Dominion First Leaside Realty II Aggregate BC Base Reg.
2011 Bank' Inc. balance of TD No. 318116G

Cherry Park Retirement
mortgages is
$17,332,061 as

Residence Limited

Legal*8152440.11



Date Secured Party Debtors) Amount Reference
Number /
Comments

Partnership of October 4,
2012.

Orchard Valley
Retirement Residence
Limited Partnership

The Shores Retirement
Residence Limited
Partnership

(i) in the alternative, if BayBridge and the Toronto-Dominion Bank ("TD")

reach agreement to have BayBridge assume the above-noted liabilities to

TD (the "TD Debt") and permit the above-noted security of TD (the "TD

Security") to be maintained, an order providing that the TD Security and TD

Debt shall not be vested out of the Purchased Assets but, instead, the TD

Security shall continue in effect as a Permitted Encumbrance;

Q) an order vesting out all other claims to, and encumbrances on, the

Purchased Assets* including, without limitation, construction liens

(collectively, "Claims and Encumbrances") and directing the proceeds of

the Purchased Assets (the "Proceeds") shall stand in the place and stead

of the Purchased Assets and that Claims and Encumbrances shall only be

asserted against the Proceeds;

(k) subject to the provision sought in subparagraph (I), below, an Order

authorizing and directing the CRO to distribute the sum of $3,597,672.50

plus per diem interest of $632.50 after September 24, 2012 less proper fees

(collectively, the "Braintree Proceeds"), from the net proceeds of sale of

Braintree (as defined below) to Peoples Trust Company or First Leaside
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Nominee Services Inc., a wholly owned subsidiary of First Leaside Wealth

Management Inc. ("FLWM"), which is subject to the CCAA proceedings;

(I) an Order authorizing the Applicants and the Included LPs (as defined in the

Initial Order) (collectively, "First Leaside") to reserve 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 (the "Investor Debt"), 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; and

(m) subject to the provision sought in subparagraph (I) above, an Order

authorizing FLWM to cause First Leaside Nominee Services Inc. to

distribute to holders of a syndicated mortgage in respect of the property

known municipally as 90 King St. East, Thornbury, Ontario (Parcel

Identification Number 37140-0546 (LT)) (the "Thornbury Property") the

current and future net proceeds on account of principal and interest

received from the mortgagor of the Thornbury Property on account of

principal and interest;

Legal"`8152440.11



THE GROUNDS FOR THE MOTION ARE

A. Background

1. The Applicants applied for and were granted protection from creditors under

the Companies'CreditorsArrangementAct, R.S.C. 1985, c. C-36 ("CCAA")

on February 23, 2012 pursuant to the Initial Order. The benefit of the Initial

Order, including the stay, was extended to a number of limited partnerships

associated with the Applicants (the "Included LPs", as defined in the Initial

Order);

2. The Initial Order also appointed Grant Thornton Limited as Monitor (the

"Monitor") and Fraser Milner Casgrain LLP as Representative Counsel

("Representative Counsel") for investors in First Leaside;

3. The Initial Order provides for a general stay of all proceedings against First

Leaside for the Stay Period;

4. The Stay Period was most recently extended by order dated June 28, 2012

and currently expires on October 26, 2012;

B. Extension of Stay

5. Since the most recent stay extension on June 28, 2012, First Leaside has

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

investors and other stakeholders to develop and implement a plan for the

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

including:

Lega1~8152440.11



a) completing the sale of 36 Bramtree Court, a 70,000 square foot

industrial building in Brampton, Ontario ("Bramtree") which was

owned by First Leaside Growth Limited Partnership ("Growth LP"),

which limited partnership is, in turn, owned by First Leaside

Expansion Limited Partnership, which sale was approved by order of

this Court dated August 23, 2012;

b) completing the sale of 65 Fort Street, a 50-unit townhome complex in

Tilbury, Ontario ("Harmony Townhomes") which was owned by

Harmony Town Homes Limited Partnership which limited

partnership is, in turn, owned by First Leaside Investors Limited

Partnership, which sale was approved by order of this Court dated

August 23, 2012;

c) completing the sale of assets of the Excluded Ottawa LPs (defined

below) to KingSett Real Estate Growth Limited Partnership No. 2

("KingSett") pursuant to an assignment by Amica Acquisitions Inc. to

KingSett of the Agreement of Purchase and Sale dated August 3,

2012, which agreement the CRO was authorized to execute

pursuant to order of this Court dated August 23, 2012;

d) commencing an action against David C. Phillips and his wife,

Margaret Davis, for recovery of certain loans made by FLWM to Mr.

Phillips and Ms. Davis, and for funds allegedly diverted by Mr.

Phillips from First Leaside entities;
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e) seeking and obtaining a Certificate of Pending Litigation in respect of

certain real property owned by Ms. Davis;

f) continuing to market the remaining unsold properties of First Leaside

in Canada;

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

all stakeholders, including mortgagees, investors, employees (past

and current), suppliers, and claimants are receiving information and

updates on a timely basis;

h) participating with the Monitor and Representative Counsel in

conference calls and town hall meetings with investors;

i) negotiating and entering into the Purchase Agreement; and

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

statements for First Leaside.

6. First Leaside respectfully requests an extension of the Stay Period to

December 11, 2012. During this period, First Leaside expects to

a) complete the BayBridge Transaction;

b) pursue the continued marketing and sale of the remaining First

Leaside properties in Canada which are currently listed on the

market for sale;

Legal'8152440.11
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c) continue to pursue restructuring options with respect to the First

Leaside Visions group of companies;

d) finalize a proposed plan for the allocation of administration costs as

amongst the Applicants and Included LPs (as defined in the Initial

Order), with the assistance of the Monitor;

e) further investigate First Leaside's rights with respect to set-off claims

and distributions to investors; and

~ determine, on an entity by entity basis, whether the CCAA

proceedings should be further continued beyond December 11,

2012, or whether the wind-down of First Leaside (or some or all of its

corporate entities and partnerships) is more appropriately pursued in

the context of a receivership and/or bankruptcy proceedings.

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

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

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

maximized;

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

additional time required to take appropriate steps to maximize value for

creditors and to wind-up the CCAA Proceedings for some or all of the

Applicants and Included LPs;
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9. First Leaside has and continues to proceed in good faith and with due

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

extension of the Stay Period appropriate;

C. Approval of BayBridge Transaction and Amendment to Initial Order

10. At the time that 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,

subject to paragraph 7 of the Initial Order, which permits First Leaside to

seek a further order extending the scope of the proceedings to include

these Excluded LPs. The Ottawa Excluded LPs and the Okanagan

Excluded LPs are ultimately owned by Ventures LP, which is subject to the

CCAA proceedings;

11. The properties owned by the Ottawa Excluded LPs and the Okanagan

Excluded LPs are retirement residences managed by PrimeTime Living

Limited Partnership ("PrimeTime Living"), a limited partnership in which

First Leaside (through First Leaside Retirement Residences Limited

Partnership ("Retirement Residences LP")) owns a 50.1 % interest, with

the remaining 49.9% being held by Brujjon Real Estate Holdings Inc.

("Brujjon"), which is not related to First Leaside;

12. First Leaside engaged Grant Thornton Corporate Finance Inc. ("GTCFI") to

act as a financial advisor in connection with the proposed divestiture of two

Legal'8152440.11
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parcels of assets: (a) certain retirement residences owned by the

Okanagan Excluded LPs (the "Retirement Residences"), and (b)

Retirement Residences LP's 50.1 % interest in PrimeTime Living

(collectively, the "Parcels"). The Court approved the retention of GTCFI as

financial advisor pursuant to an Order dated June 28, 2012.

13. GTCFI prepared confidential information memoranda for each of the

Parcels and circulated them to potential purchasers. GTCFI received a

number of letters of interest ("LOI") for the purchase of the Parcels.

BayBridge provided the most promising LOI. As a result of negotiations

with BayBridge, First Leaside was able to obtain an increase in the

proposed purchase price and entered into a revised confidential LOI with

BayBridge.

14. After further extensive and good faith discussions and negotiations

between First Leaside and BayBridge, the parties executed the Purchase

Agreement pursuant to which BayBridge agreed to purchase, and the

Vendors agreed to sell, all of

a) the right, title and interest of Ventures LP, First Leaside Retirement

Residences (Okanagan) Limited Partnership, Cherry Park LP,

Orchard Valley LP, and The Shores LP (collectively, the "BC

Vendors") in certain retirement residences, including the shares of

0742962 B.C. Ltd., the nominee title holder of undeveloped lands

Legal"8152440.11
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situate at 3211 Alexis Park, Vernon, British Columbia (the

"Retirement Residences"), and all assets related thereto, and

b) all of Retirement Residences LP's (the "LP Vendor") right, title and

interest in and to: (i) the limited partnership units of PrimeTime Living

and PrimeTime Management Limited Partnership, which represents

50.1 % of the total issued and outstanding limited partnership units of

such entities, (ii) the shares of PrimeTime Living GP Inc., the sole

general partner of PrimeTime Living and Prime Time Management

(collectively, the "PTL Assets");

15. It is a condition of closing that, among other things, the BC Vendors and LP

Vendor obtain a Court order authorizing and approving the purchase and

sale of the Retirement Residences and the PTL Assets (collectively, the

"Purchased Assets") and vesting the Vendors' rights, title and interest in

and to the Purchased Assets in BayBridge free and clear of all

Encumbrances* other than the Permitted Encumbrances* on the First

Leaside Purchased Assets*;

16. Many of the BC Vendors are Excluded LPs, as defined in the Initial Order,

and as such are not currently subject to the CCAA proceedings, although

the general partner is an Applicant. However, since BayBridge has

required that the sale approval and a vesting order be granted by all BC

Vendors — including the Okanagan LPs who are currently Excluded LPs in

the Initial Order —First Leaside seeks to bring the Okanagan LPs into these
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proceedings by extending the benefit of the Initial Order to them as

permitted by paragraph 7 of the Initial Order;

D. Distribution of Sale Proceeds — Harmony Townhomes and Bramtree

17. The Harmony Townhomes and Bramtree sale transactions closed on

September 20 and 24, 2012;

18. The closing of the sale of Harmony Townhomes resulted in gross proceeds

of $2,600,000, of which $1,378,615.01 was due and owing to

Toronto-Dominion Bank as at September 20, 2012, the first mortgagee of

Harmony Townhomes. The Monitor has independently reviewed TD

Canada Trusts security and has concluded, subject to the usual

assumptions and qualifications, that the security is valid, enforceable and

first registered and properly discharged upon closing;

19. The closing of the sale of Bramtree resulted in gross proceeds of

$5,600,000, which amount has been paid to the account of Growth LP, in

trust, pending approval of this Court on the distribution of these proceeds of

sale. The CRO has control over the Growth LP account;

20. As of the date of closing, the syndicated mortgage debt owing on the

Bramtree property was $3,597,672.50 (the "Bramtree Mortgage").

21. There are several hundred investors who hold an interest in the Bramtree

Mortgage and are entitled to a distribution, certain of which are Debtor

Investors;

Legal*8152440.11
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22. Certain Debtor Investors, who are eligible to receive distributions on

account of their First Leaside interests, such as promissory notes, limited

partnership units, and mortgages ("Distributions"), owe Investor Debts to

First Leaside entities, including on account of monies advanced to them by

other First Leaside entities;

23. It appears that First Leaside may be in a position to assert set-off in respect

of the Investor Debts. First Leaside seeks court authorization to withhold

Distributions to Debtor Investors to the extent of the amount of their Investor

Debts, pending a determination of the set-off rights that may be available to

First Leaside in respect of those Distributions;

24. First Leaside is also seeking authorization and direction from the Court to

distribute the amount owing under the Bramtree Mortgage to the

mortgagee, First Leaside Nominee Services Inc. The total amount owing to

the mortgagee as at September 24, 2012 is $3,597,672.50. Accordingly,

the Applicants seek an order to pay to Peoples Trust Company, the

payment agent of the mortgagee, the total amount of $3,551,773.47

($3,597,672.50 less $45,899.03 on account of Reserved Property),

together with any interest payable thereon to the date of payment, from the

Bramtree sale proceeds. The Monitor has independently reviewed the

mortgagee's security and concluded, subject to the usual assumptions and

qualifications, that the security is valid, enforceable and first registered.

First Leaside will hold back approximately $45,000 in respect of investors in

the Bramtree Mortgage who have Investor Debts.
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Distribution of Mortgage Interest for Beverages LP

25. First Leaside Beverages Limited Partnership ("Beverages LP") owns a

property located at 90 King Street East, Thornbury, Ontario (the

"Thornbury Property"), which is the operating premises for Thornbury

Cidery, a cider manufacturer. First Leaside held a 54.1 %majority interest

in Beverages LP with the remaining 45.9% interest being held by third party

investors.

26. On May 3, 2012, First Leaside obtained the court's approval to sell First

Leaside's 54.1 % interest in Beverages LP to Provincial Beverages of

Canada Inc. ("Provincial Beverages). As part of the sale, Provincial

Beverages agreed to assume the existing syndicated mortgage over the

Thornbury Property and to continue to make monthly payments of principal

and interest.

27. Since this was a syndicated mortgage made by First Leaside investors and

administered by First Leaside, First Leaside Nominee Services Inc. 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.

28. As part of the within motion, First Leaside seeks authorization to distribute

the current money on hand as well as future receipts from the mortgage on

the Thornbury Property subject to the Monitor's review of the validity and

Lega1~8152440.11
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enforceability of the mortgage over the Thornbury Property and the

entitlement of individual investors to receive proceeds.

29. 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 Leaside no 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.

Other Grounds

30. Sections 11, 11.03, 32, and 56 of the CCAA;

31. Rules 2.03, 3.02, 5.03, 14.05 and 37 of the Rules of Civil Procedure, R.R.O.

1990, reg. 194 as amended;

32. sections 11, 97, and 100 of the Courts of Justice Act, R.S.O. 1990, c. C-43,

as amended;

33. section 3 of the Bulk Sales Act, R.S.O. 1990, c. B.14; and

34. Such further and other grounds as the lawyers may advise.

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

Motion:

1. The affidavit of Gregory MacLeod, sworn October 15, 2012;

2. The Fifth Report of the Monitor;
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3. Such further and other evidence as the lawyers may advise and this

Honourable Court may permit.

October 15, 2012 CASSELS BROCK & BLACKWELL LLP
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 #: 33541 W
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. (collectively, the
"Applicants")

AFFIDAVIT OF GREGORY MACLEOD
(sworn October 15, 2012)

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

Ontario, MAKE OATH AND SAY:

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

restructuring officer ("CRO") of First Leaside Wealth Management Inc. ("FLWM"), and

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

(Hereafter, the Applicants and the Included LPs shall be referred to collectively as "First

Leaside" or the "Company"). As such, I have knowledge of the facts deposed to in this

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

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

believe it to be true.

2. Capitalized terms not otherwise defined in this affidavit are defined 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 Thornton Limited was appointed as monitor

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

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

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

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

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

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

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

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

B. Restructuring Efforts to Date

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

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

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

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

manner that will maximize recoveries to creditors and investors.

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

includes conference calls and meetings with the Monitor and Representative Counsel.

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

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

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

28, 2012 (the "Communications Protocol"), First Leaside has been providing regular
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updates to Representative Counsel (and, in most cases, to the Steering Committee, as

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

matters in the CCAA administration.

9. On some matters, First Leaside has provided confidential information to a

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

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

Committee during which I have reported about the current status of 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 August 20, 2012, the date of my last affidavit filed in these proceedings,

First Leaside has continued to market the following properties in Canada:

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

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

which is ultimately owned by 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) 123 Erie Street, 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 Partnership ("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 Leaside Investors Limited

Partnership ("Investors LP")

11. Attached hereto and marked as Exhibit "E" is a chart listing the properties for

sale, the First Leaside 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 Street and Brock

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

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

13. 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, First 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

("First 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")

20. The 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.

21. 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

"Retirement 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, owns a 50.1 %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 Heatherwood retirement residence in St. Catharines, Ontario; 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 LP 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 sell the properties and

related assets that are held by the Ottawa Excluded LPs and the Okanagan Excluded

LPs.
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26. Since the date of the Initial Order, Venture LP has worked cooperatively with the

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 court in my earlier affidavit dated August 20, 2012.

28. Second, the Toronto-Dominion Bank ("TD") holds the first mortgages on each of

the three limited partnership properties 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 all 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 of the construction and building

liens for 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 creditors (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 Sates Process of the Okanagan Excluded LPs

31. Retirement Residences LP, First Leaside Realty II Inc. ("Realty II"), FLWM, First

Leaside Universal Limited Partnership, Progressive LP, 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 GTCFI as

financial advisor.

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

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

confidentiality agreements.

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 of 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 of the Okanagan Excluded LPs.

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

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

Residences LP is only a 50.1 %owner of PrimeTime 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 Leaside then began negotiations with BayBridge

Seniors Housing Inc., (a subsidiary of Ontario Teachers' Pension Plan Board), the

bidder which provided the 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 support 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 extensive due diligence process concluded in late 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 October 4, 2012, and further amended by an Amending Agreement

dated October 5, 2012, and as may be further amended from time to time (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 sales process in the event the

Transaction does not close, the details of the Transaction and underlying negotiations

must be kept strictly confidential. Accordingly, the BayBridge Agreement will be 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 appurtenant 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 50% 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 subject 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 Agreement 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 PrimeTime 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 more 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

about November 26, 2012.

43. The 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 with differently in the Bayrbidge Transaction.
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45. First, the Okanagan Excluded LPs have given mortgages to TD to secure

indebtedness amounting 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 St. Catharines Place Inc. registered on September 15, 2008

in favour of FirstOntario Credit Union Limited ("FOCUL") securing the

original principal sum of $26,000,000;

(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, 2011 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

Legal*8061730.20



3~
-16-

BayBridge Transaction (i.e., Parcel B) consists 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.

48. 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. First 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 to 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 of the BC Vendors' acquisition

of the Retirement Residences ("PTL 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 % interest in

PrimeTime Living, the Purchaser will pay to the LP Vendor an amount representing

50.1 % 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 Brujjon 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 50.1 % 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 that 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 BayBridge 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.

I. Expanding Scope of CCAA Proceeding to Cover Okanagan Excluded LPs

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

Excluded 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



yo

-ZO-

Administrative Charge and the Directors' and Officers' Charge. Further, as I have

stated above, the Okanagan Excluded LPs 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, 2012, is necessary in order to provide stability to First Leaside's business

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

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

recoveries for 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'/2 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. It is entirely possible

that First Leaside will not seek any further stay extensions beyond December 11, 2012

for a majority 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.

K. 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) Bramtree Property. The Court approved the proposed sale of the
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property located at 36 Bramtree Court, Brampton, Ontario ("Bramtree"), a

70,000 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 townhome 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 Inc. ("Skyline") for the

purchase price of $2,600,000.

(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 sale of FLAT's interest is pursuant

to a term sheet entered into between FLAT, Joanna Hampton, TD

Canada Trust ("TD") and Jim Brander ("Brander"), by which

Hampton Holdings Inc. ("Hampton Inc.") will 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 of: (a) a cash payment to 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 firms,

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"), TD Hampton Inc., Smart Books Accounting

Services Inc. ("SBAS") and Matthew E. Bakker Professional

Corporation ("MEB") by which FLAT will 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 $374,000. This amount

is comprised 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 to Amica Acquisitions Inc. The Court

authorized and directed myself, as CRO, to execute on behalf of Realty II,

as general partner of an Asset Purchase Agreement dated August 23,

2012 between the Ottawa Excluded LPs and Amica Acquisitions Inc., and

authorizing and directing First Leaside Finance Inc. ("FL 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 commence actions against David C.

Phillips ("Phillips") and Margaret Davis ("Davis"), directors of certain of

the Applicants.

(~ No 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 31, 2012 (the "August 31 Order") the Court

authorized 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 Leaside 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 Braintree Vesting Order, the Agreement and Purchase of Sale

dated July 23, 2012 (the "Outset APS") between Outset and Growth LP by its general

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 brought a motion to amend the definition

of "Purchaser" in the Bramtree Vesting Order 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 Bramtree

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 Outset. A copy of the CRO's certificate is attached

hereto as Exhibit "N."

70. The closing of the sale of Bramtree resulted in the receipt of net proceeds of

approximately $5,322,914 (the "Bramtree Sale Proceeds"). This amount has been

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. ("FENS"), as servicing agent on behalf of the mortgagee entered into a

mortgage in the principal amount of $3,450,000 plus interest at a rate of 6.6% per

annum. The mortgage was registered against the Bramtree property on or about

February 7, 2011 (the "Bramtree Mortgage"). As servicing agent, FENS is authorized

under the Mortgage to act for and on behalf of the mortgagee. The Mortgage provides

that all payments of principal and interest in connection with the Mortgage are to be

made payable to Peoples Trust Company ("Peoples"), who has been retained as sub-
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servicer for the purposes of overseeing the collection 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. I understand that the Monitor has satisfied itself

concerning the enforceability of the Bramtree Mortgage.

Sale of 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 Townhomes. 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 conditional period expired on August 28, 2012 and

Skyline subsequently waived all remaining conditions.
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76. On August 29, 2012, General Counsel for Skyline advised counsel for the

Applicants, Cassels Brock &Blackwell LLP, that it would be assigning the Harmony

APS to a related company, Skyline Real Estate Holdings Inc. (the "New Skyline") in

accordance with section 11.2 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 of "Purchaser" in the Harmony Vesting Order, the terms of

the Harmony APS remained the same. The 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

attached hereto as Exhibit "R."

79. The closing of the sale of Harmony Townhomes resulted in net sale proceeds of

$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, enforceable 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 CIBC 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 subject to the CCAA proceedings at the

time of the August 23 Order, First Leaside sought and obtained court authorization on

August 23, 2012 to execute the Arnica APA on behalf of Realty II, the general partner of

the Ottawa Excluded LPs.

83. As part of the August 23 Order, the Court also authorized and directed FL

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

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

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, with KingSett as purchaser, around October 5,

2012. KingSett has agreed to provide funding of up to $10,000 plus HST and

disbursements on account of the legal 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 investment 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. The unitholder meetings are

now required to take place by no later than January 4, 2013. A copy of the extension

endorsement of Justice Morawetz dated September 26, 2012 is attached as Exhibit

"U". A copy of the extension endorsement of Justice Campbell dated October 5, 2012

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 this date, the Investment Loans have not been

repaid. In the course of reviewing the list of syndicated investors who advanced funds

for the Bramtree 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 Thornbury Mortgage, there are two investors with unpaid

Investment Loans.

90. I 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 the

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 Leaside distributions of money or property to any investor which has an
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outstanding Investment Loan (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 Property 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% 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% was held by FLWM.

94. The remaining 45.9% interest in Beverages LP was held by third party investors.
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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 Thornbury 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, "Thornbury Mortgage Proceeds") to

investors. The Monitor is in the process of reviewing the validity and enforceability of

the mortgage over the Thornbury 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 Leaside no 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 Thornbury Mortgage on a going forward basis.
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P. First 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 28, 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 following sums (among

others) are owed to First Leaside:

(a) $202,420 for loans made by FLWM to Phillips;

(b) $160,000 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. FLWM, FL Finance, FLSI and FL Securities (the "FL Plaintiffs") brought a

motion against Phillips and Davis pursuant to section 103 of the Courts of Justice Act

for leave to 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 the FL Plaintiffs' motion. The matter was heard by

Justice Cumming 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.

103. By endorsement dated 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

noted that the FL Plaintiffs had established that there were triable issues, as asserted in

the Statement of Claim, including, among other things, that there has been a

misappropriation of the FL Plaintiffs' monies through unauthorized payments in respect

of rent, maintenance and improvements relating to the Uxbridge Property so as to

constitute an unjust enrichment and subject to a constructive trust. Attached hereto as

Exhibit "X" is a copy of the Endorsement of Justice Cummings dated October 1, 2012.

R. Update on Other Activities and Proceedings

The Ontario Securities Commission Proceedings

104. On June 4, 2012 the Ontario Securities Commission ("OSC") commenced

proceedings against Phillips and John Wilson ("Wilson"), a former officer of First

Leaside. The OSC asserts in its Statement of Allegations that Phillips and Wilson

engaged or participated in an act, practice or course of conduct relating to securities

which they knew, or reasonably ought to have known, would perpetrate a fraud on

investors, contrary to 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 28, 2012 but has

since been adjourned to February 11, 2013.

106. Phillips is also subject to a temporary order issued by the OSC on 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 Order

could effectively prevent Phillips from taking certain steps on behalf of the Funds,

including the 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

OSC's 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

Exhibit "Z." During this time, Phillips is prohibited from trading in all securities.

108. First Leaside Properties Fund was also directed by the OSC and the Alberta

Securities Commission to cease trading in all securities as of May 18, 2012 (collectively,

the "First Leaside Cease Trade Orders"). Attached hereto 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 both Phillips and Wilson were Registered

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) misrepresented 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.

111. 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 IIROC's

Hearing Panel on October 17, 2012. Attached hereto and marked as Exhibit "BB" is a

copy of the Notice of Hearing.

Phillips' 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 to 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 for

the Company advised Phillips that any claims against the Company for indemnification

were unsecured pre-filing claims which are stayed by the Initial Order as both the OSC

proceedings and the Collection Action relate 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 )

A Commissioner, etc. Gregory MacLeod

Patrick Joseph MacDonald, a 
Cortlmisslon¢r~ e~C~

Province of Ontario, while aStudent-at
-Law.

Expires April 6, 2014.
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AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

Patrick Joseph MacDonald, a Commissioner, 
cam,

Province of Ontario, while aStudent-at-Law.
Expires April 6, 2014.



EXHIBIT "A": L.IMITED PARTNERSHIPS BENEFITING FROM INITIAL ORDER

B&\1V Limited Partnership
Development Notes Limited Partnership
T7assierview Limited Partnership
eSight Limited Partnership

F.L. Beverages Graup Limited Partnership*

First Leaside Aequisitians 2000 Limited
Partnership

Fizst Leaside Acquisitions Limited Partnership

First Leaside Advantage ,Limited. Partnership

First Leaside Developments Limited Partnership

First Leaside Elite Limited Partnership

First Leaside Enterprises Limited Partnership

First Leaside Entities Limited Partnership

First Leaside Expansion Limited Partnership

First Leaside Global Limited Partnership

First Leaside Crrowtll Limited Partnership

First I,easide Income Limited Partnership

First Leaside Investors Limited Partnership

.First Leaside C)perations Limited Partnership

First I,easide Opportunities Limited Partnership

First Leaside Optimal Limited Partnership

First Leaside Partners Limited Partnership

rust Leaside Preferred Limited Partnership

First Leaside Pramier Limited Partnership

Iairst Leaside Progressive Limited Partnership

first Leaside Properties Limited Partnership

First Leaside Quality Limited Partnership

First Leaside Real Estate Limited Partnership

first Leaside Realty II Limited Partnership

First Leaside Realty Limited Partnership

~~irst Leaside Retirement Residences Limited
Partnership

rust Leaside Select Limified .Partnership

F.L. Springy Valley Limited Partnership

First Leaside Superior Limited Partnership

First Leaside Technologies Limited Partnership

First Leaside Ultimate Limited Partnership

First Leasidc Unity Limited Partnership
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First Leaside Universal Limited Partnership

First Leaside Venture Limited Fartnership

rust Leaside Visions I Limited Partnership

First Leaside Visions II Limited Partnership

First Leaside Visions III Limited Partnership

First Leaside Visions IV Limited Partnership

First L,easide Wealth Management Limited
Partt~ersllip
F.L. Master Texas, Ltd.
F.L.W. Pond Master, Ltd.

F.I,.W. Shares Master, Ltd.

FLWM Holdings Limited Partnership"'

Greencore Limited Partnership
Marksman. Celiject Limited Partnership

Matabacus Limited Partnership

Mill Street Limited Partnership's
Old Mill Pond Apartments Limited Partnership

UMISA Limited Partnership
Place Concorde East Limited Farinership

Place Concorde V►Jest Limited Part~ersh~p
Preston Racquet Club Real Estate Limited
Partnership Series 91 Q PA

Preston Racquet Club Real Estate Limited
Partnership Series 910 PB

Preston Racquet Club Real Estate I.,imited
Partnership Series 910 PC .... _._........... _ ..
Preston Racquet Club Real Estate Limited
Partnership Series 910 PD

Queenston Manor Limited Partnership

Special Nates Limited Partnership

Special U.S. Notes Limited Partnership

'1"he ~3luffs of Lakewood Limited Partnership

The Shores ~,irnited ~'artnership

Tyromer ~.in~ited Partnership

Uxbridge Development Limited Partnership

Wimberly ~par-tments Limited Paruiership ~ ~,
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THIS IS EXHIBIT "B" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

Patrick Joseph MacDonald, a Commissioner, etc.,
Province of Ontario, while aStudent-at-Law.
Expires April 6, 2014.
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~'"~`~' ~'' Court File No. CV-12-9617-OOCL
J• F

~ . `~C:

~,_._s~ ~ ONTARIO

~~?"'~ '~ " SUPERIOR COURT OF JUSTICE~~~~~

~~~-~~„~~~,.~ ~~ COMMERCIAL LIST

'°°`< `~ NOURABLE MR. ) THURSDAY, THE 23RD

JUSTICE DAVID M. BROWN ~ DAY OF FEBRUARY, 2012

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities Inc., FL Securities Inc., First Leaside Management Inc.,
First Leaside Accounting and Tax Services Inc., First Leaside Holdings
Inc., 2086056 Ontario Inc., First Leaside Realty Inc., First Leaside Capital
Inc., First Leaside Realty II Inc., First Leaside Investments Inc., 955010
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 lnc., 2007804
Ontario Inc., 2019418 Ontario Inc., FL Research Management Inc., 970877
Ontario Inc., 1031628 Ontario Inc., 1Q45516 Ontario Inc., 2004516 Ontario
Inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc. (each,
an "Applicant" and collectively, the "Applicant")

INITIAL ORDER

THIS APPLICATION, made by the Applicant, pursuant to the Companies'

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA") was heard

this day at 330 University Avenue, Toronto, Ontario.
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ON READING the affidavit of Gregory MacLeod sworn February 22, 2012 (the

"MacLeod Affidavit") and the Exhibits thereto, and the Pre-filing Report of Grant

Thornton Limited as the Proposed Monitor, and on hearing the submissions of counsel

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

Ontario Securities Commission, the Investment Industry Regulatory Organization of

Canada, the Toronto-Dominion Bank, the Canadian Imperial Bank of Commerce, and

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

served as appears from the affidavit of service of Patricia Hoogenband sworn February

22, 2012 and on reading the consent of Grant Thornton Limited to act as the Monitor,

SERVICE

THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged and validated so that this Application is

properly returnable today and hereby dispenses with further service thereof.

APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to

which the CCAA applies. Although not an Applicant, the limited partnerships listed in

Schedule "A" to this Order (the "LPs") shall enjoy the benefits of and the protections

provided fio fihe Applicant by this Order. (The Applicant and the LPs are hereinafter

referred to collectively as "First Leaside".)

3. THfS COURT ORDERS that, for greater certainty, the terms of this order shalt

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) Limified Partnership

(c) Cherry Park Retirement Residences Limited Partnership

(d) Orchard Valley Retirement Residences Limited Partnership

(e) The Shores Retirement Residences Limited Partnership
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-,. (~ Redwood Retirement Residences (Ottawa) Limited Partnership

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

(h) 480 Metcalfe Street (Ottawa) Limited Partnership

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

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

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

4. THIS COURT ORDERS that the provisions of this order shall not extend to any

general partner of the Excluded LPs to the extent that such general partner exercises

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

LPs, or owes liabilities in respect of the Excluded LPs

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

Commerce ("CIBC"), KingSett Mortgage Corporation ("KingSett") and Toronto-Dominion

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

terms of this Order in respect of the Excluded LPs.

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

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

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

respect to the Ottawa Excluded LPs and by TD with respect to the Okanagan Excluded

LPs.

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

days' notice to CIBC, KingSett, and TD, to seek an order extending the scope of these

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

PLAN OF ARRANGEMENT

8. THIS COURT ORDERS that the Applicant shall have the authority to file and

may, subject to further order of this Court, file with this Court a plan or plans of

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

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

of its current and future assets, undertakings and properties of every nature and kind

whatsoever, and wherever situate including all proceeds thereof (the "Property").

Subject to further Order of this Court, First Leaside shall continue to carry on its

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

and Property. First Leaside shall be authorized and empowered to continue to retain

and employ the employees, consultants, agents, experts, accountants, counsel and

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

liberty to retain such further Assistants as it deems reasonably necessary or desirable in

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

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

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

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

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

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

legality of any transfer, payment, collection or other action taken under the Cash

Management System, or as to the use or application by First Leaside of funds

transferred, paid, collected or otherwise dealt with in the Cash Management System,

shall be entitled to provide the Cash Management System without any liability in respect

thereof to any Person (as hereinafter defined) other than First Leaside, pursuant to the

terms of the documentation applicable to the Cash Management System, and shall be,

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

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

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

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

System.

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

pay the following expenses whether incurred prior to or after this Order:
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(a) all outstanding and future wages, salaries, employee and pension benefits,

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

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

compensation policies and arrangements; and

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

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

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

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

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

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

without limitation:

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

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

payments on account of insurance (including directors and officers

insurance), maintenance and security services;

(b) payment for goods or services actually supplied to First Leaside following the

date of this Order; and

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

13. THIS COURT ORDERS that first Leaside shall remit, in accordance with legal

requirements, or pay:

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

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

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

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

Pension Plan, and (iv) income taxes;

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

Taxes") required to be remitted by First Leaside in connection with the sale of
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goads 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 ar 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 ar any political subdivision thereof or any other taxation authority in

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

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

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

carrying on of the Business by First Leaside.

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

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

payable as rent under real property leases (including, for greater certainty, common

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

the landlord under the lease) ar 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 sha11

also be paid.

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

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

principal, interest thereon or otherwise an account of amounts owing by First Leaside to

any of its creditors as of this date; (b) to grant na 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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(a) permanently or temporarily cease, downsize or shut down any of its business

or operations, and to dispose of redundant or non-material assets not

exceeding $50,000 in any one transaction or $25Q,000 in the aggregate;

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

of its employees as it deems appropriate;

(c) pursue all avenues of refinancing of its Business or Property, in whole or part,

subject to prior approval of this Court being obtained before any material

refinancing; and

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

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

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

Business (the "Restructuring").

17. THIS COURT ORDERS that First Leaside shall provide each of the relevant

landlords with notice of First Leaside's intention to remove any fixtures from any leased

premises at least seven (7) days prior to the date of the intended removal. The relevant

landlord shall be entitled to have a representative present in the leased premises to

observe such removal and, if the landlord disputes First Leaside's entitlement to remove

any such fixture under the provisions of the lease, such fixture shall remain on the

premises and shall be dealt with as agreed between any applicable secured creditors,

such landlord and First Leaside, or by further Order of this Court upon application by

First Leaside on at least two (2) days notice to such landlord and any such secured

creditors. If first Leaside disclaims the lease governing such leased premises in

accordance with Section 32 of the CCAA, it shall not be required to pay Rent under

such lease pending resolution of any such dispute (other than Rent payable for the

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

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

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 be entitled to take possession of any such leased premises without waiver of or

prejudice to any claims or rights such landlord may have against First Leaside in

respect of such lease or leased premises and such landlord shall be entitled to notify

First Leaside of the basis on which it is taking possession and to gain possession of and

re-lease such leased premises to any third party or parties on such terms as such

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

its obligation to mitigate any damages claimed in connection therewith.

NO PROCEEDINGS AGAINST FIRST LEASIDE OR THE PROPERTY

19. THIS COURT ORDERS that until and including March 23, 2012, or such later

date as this Court may order (the "Stay Period"), no proceeding or enforcement process

in any court or tribunal (each, a "Proceeding") shall be commenced or continued against

or in respect of First Leaside or the Monitor, or affecting the Business or the Property,

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

Court, and any and 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 or agency, or any other entities (all

of the foregoing, collectively being "Persons" and each being a "Person") against or in

respect of First Leaside or the Monitor, or affecting the Business or the Property, are

hereby stayed and suspended except with the written consent of First Leaside and the

Monitor, or leave of this Court, provided that nothing in this Order shall (i) empower First

Leaside to carry on any business which First Leaside is not lawfully entitled to carry on,

(ii) affect such investigations, actions, suits or proceedings by a regulatory body as are

permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any registration to

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

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

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

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

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

this Court.

CONTINUATION OF SERVICES

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

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

of goods and/or services, including without limitation all computer software,

communication and other data services, centralized banking services, payroll services,

insurance, transportation services, utility or other services #o the Business or First

Leaside, are hereby restrained until #urther Order of this Court from discontinuing,

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

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

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

domain names, provided in each case that the normal prices or charges for all such

goods or services received after the date of this Order are paid by First Leaside in

accordance with normal payment practices of First Leaside or such other practices as

may be agreed upon by the supplier or service provider and each of First Leaside and

the Monitor, or as may be ordered by this Court.

N4N-DEROGATION OF RIGHTS

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

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

lease or licensed property or other valuable consideration provided on or after the date

of this Order, nor shall any Person be under any obligation on or after the date of this

Order to advance or re-advance any monies or otherwise extend any credit to First

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

imposed by the CCAA.
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PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

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

subsection 71.03(2) of the CCAA, no Proceeding may be commenced or continued

against any of the former, current or future directors or officers of First Leaside with

respect to any claim against the directors or officers that arose before the date hereof

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

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

payment or performance of such obligations, until a compromise or arrangement in

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

creditors of the Applicant or this Court.

CHIEF RESTRUCTURING OFFICER

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

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

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

the affairs of First l.easide during the pendency of these CCAA proceedings.

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

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

dated December 21, 2011.

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

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

the carrying out of the provisions of this Order, save and except for any gross

negligence or wilful misconduct on their part.

TRANSFER OF CLIENT ACCOUNTS

28. THIS COURT ORDERS that, to the extent that any client of FLS1 ("FLSI Client")

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

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

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

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

29. THIS COURT ORDERS that FLSI and Penson Financial Services Canada Inc.

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

DIRECTORS' AND OFFICERS' INDEMNIFICATION AND CHARGE

30. THIS COURT ORDERS that the Applicant shall indemnify its directors and

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

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

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

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

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

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

the Property, which charge shall not exceed an aggregate amount of $250,000, as

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

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

("Independent 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 set out in paragraphs 50 and 52 herein. The Applicant is hereby authorized

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

32. THIS COURT ORDERS that, nofin►ithstanding any language in any applicable

insurance policy to the contrary, (a) no insurer shall be entitled to be subroga#ed 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 insu~cient to pay amounts indemnified in accordance with paragraph

30 of this Order.
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APPOINTMENT OF MONITOR

33. THIS COURT ORDERS that Grant Thornton Limited is hereby appointed

pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business

and financial affairs of First Leaside with the powers and obligations set out in the

CCAA or set forth herein and that First Leaside and its shareholders, officers, directors,

and Assistants shall advise the Monitor of all material steps taken by First Leaside

pursuant to this Order, and shall co-operate fully with the Monitor in the exercise of its

powers and discharge of its obligations and provide the Monitor with the assistance that

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

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

obligations under the CCAA, is hereby directed and empowered to:

(a) monitor First Leaside's receipts and disbursements;

(b) report to this Court at such times and intervals as the Monitor may deem

appropriate with respect to matters relating to the Property, the Business, and

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

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

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

and an orderly wind-down of the Business;

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

the Plan;

(fl 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 event that is necessary to adequately assess First
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Leaside's business and financial affairs or to perform its duties arising under

this Order;

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

the Monitor deems necessary or advisable respecting the exercise of its

powers and performance of its obligations under this Order;

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

time to time; and

(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 no part whatsoever in the management or supervision of the

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

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

or any part thereof.

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 Act,

the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the

Ontario Occupational Health and Safety Act and regulations thereunder (the

"Environmental Legislation"), provided however that nothing herein shall exempt the

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

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

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

Legislation, unless it is actually in possession.

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

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

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

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

by it pursuant to this paragraph. In the case of information tha# the Monitor has been

advised by First Leaside is confidential, the Monitor shall not provide such information to

creditors unless otherwise directed by this Court or on such terms as the Monitor and

First Leaside may agree.

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

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

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

Order, save and except for any gross negligence or wilful misconduct an its part.

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

CCAA or any applicable legislation.

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

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

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

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

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

in addition, First Leaside is hereby authorized to pay retainers of $150,000 to the

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

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

disbursements outstanding from time to time.

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

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

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

Superior Court of Justice.
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47. THIS COURT ORDERS that the Monitor, counsel to the Monitor, First Leaside's

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

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

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

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

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

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

paragraphs 50 and 52 hereof.

APPOINTMENT OF REPRESENTATIVE COUNSEL

42. THIS COURT ORDERS that Fraser Milner Casgrain LLP ("Representative

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

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

particular Client to Representative Counsel that such Client does not wish to be

represented by Representative Counsel.

43. THIS COURT ORDERS that First Leaside shall provide to Representative

Counsel the last known e-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 to an initial maximum amount of $150,000

(the "Representative Counsel Allowance") with any subsequent increases to the

Representative Counsel Allowance being determined by further Order of this Court.

Representative Counsel shall be paid by First Leaside in a timely manner for fulfilling its

mandate in accordance with this Order, upon the provision of invoices to First Leaside,

subject to such redactions to the invoices as are necessary to maintain solicitor-client

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

retainer of $25,000 to be held by it as security for payment of its fees and

disbursements outstanding from time to time.

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

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

47. THIS COURT ORDERS that Represen#ative Counsel shall be at liberty, and is

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

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

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

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

the Court orders otherwise.

48. THIS COURT ORDERS that Representative Counsel shall have no personal

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

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

wilfu{ misconduct.

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

agains# Representative Counsel in respect of the performance of its duties under this

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

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

50. THIS COURT ORDERS that the priorities of the Directors' Charge and the

Administration Charge, as between them, shall be as follows:

First — Administration Charge (to the maximum amount of $1,000,000);

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

51, THIS COURT ORDERS #hat 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 pertected subsequent to
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the Charges coming into existence, notwithstanding any such failure to ale, register,

record or perfect.

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

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

on the Property and such Charges shall rank in priority to all other security interests,

trusts, liens, charges and encumbrances, claims of secured creditors, statutory or

otherwise (collectively, "Encumbrances") in favour of any Person, provided, however,

that

(a) the Directors' Charge shall not attach to any monies or other Property of FLSI

("FLSI Property") including, without limitation, property which constitutes "risk

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

accordance with applicable securities laws and regulations; and

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

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

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

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

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

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

Charge, ar the Administration Charge, unless First Leaside also obtains the prior written

consent of the Monitor and the beneficiaries of the Directors' Charge and the

Administration Charge and further Order of this Court.

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

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

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

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

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

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

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

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

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

loan documents, lease, sublease, offer to lease or other agreement (collectively, an

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

contrary in any Agreement:

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

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

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

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

and

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

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

conveyances, transfers at undervalue, oppressive conduct, or other

challengeable or voidable transactions under any applicable law.

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

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

property leases.

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

expenses of the Monitor, counsel to the Monitor, First Leaside's counsel and

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

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

business units 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, 2012.

SERVICE AND NOTICE

57. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in the

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

Legal*7197362.8



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

publicly available in the manner prescribed under the CCAA, (B) send, in the prescribed

manner, a notice to every known creditor who has a claim against First Leaside of more

than $1000, and (C) prepare a list showing the aggregate amounts owed to equity

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

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

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

regulations made thereunder.

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

Monitor be at liberty to serve this Order, any other materials and orders in these

proceedings, any notices or other correspondence, by forwarding true copies thereof by

prepaid ordinary mail, courier, personal delivery or electronic transmission to First

Leaside's creditors or other interested parties at their respective addresses as last

shown on the records of First l.easide and that any such service or notice by courier,

personal delivery or electronic transmission shall be deemed to be received on the next

business day following the date of forwarding thereof, or if sent by ordinary rrtail, on the

third business day after mailing.

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

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

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

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

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

www. q ra ntt h o rnt o n . ca/f i rstl ea s id e .

GENERAL

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

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

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

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

bankruptcy of First Leaside, the Business or the Property.

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

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United

States, to give effect to this Order and to assist First Leaside, the Monitor and their

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

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

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

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

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

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

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

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

administrative body, wherever located, for the recognition of this Order and for

assistance in carrying out the terms of this Order, and that the Monitor is authorized and

empowered to act as a representative in respect of the within proceedings for the

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

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

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

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

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

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

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

,+~ !~

Natasha Brown
Registrar

Legal*7197362.8

ENTERED AT / INSuRIT A TORONTO
ON / 800K NO:
lE / DANS LE ~tEGISTRE NO.:

~~B ti 4 zo~z
~~

~2



SCHEDULE "A"—PARTNERSHIPS ENTITLED TO THE BENEFIT OF THIS ORDER

Mill Street Limited Partnership

Development Notes Limited
Partnerships

Special Notes LP

First Leaside Properties LP

First Leaside Realty LP

First Leaside Real Estate LP

First Leaside Global LP

First Leaside Income LP

First Leaside Investors LP

First Leaside Optimal LP

First Leaside Preferred LP

First Leaside Premier LP

First Leaside Progressive LP

First Leaside Quality LP

First Leaside Real Estate LP

First Leaside Realty I{ LP

First Leaside Retirement Residences LP

First Leaside Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments LP

The Shores LP

Old Mill Pond LP
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The Bluffs of Lakewood LP

First Leaside Spring Valley LP

First Leaside Partners LP

First Leaside Opportunities LP

Preston Racquet Club Real Estate
Limited Partnership Series 910 PA

Preston Racquet Club Real Estate
Limited Partnership Series 910 PB

Preston Racquet Club Real Estate
Limited Partnership Series 910 PC

Preston Racquet Club Real Estate
Limited Partnership Series 910 PD

FL Master Texas Ltd.

FLW Pond Master Ltd.

FLW Shores Master Ltd.

First Leaside Acquisitions LP

Queenston Manor LP

First Leaside Acquisitions 2000 LP

First Leaside Advantage LP

First Leaside Developments LP

First Leaside Elite LP

First Leaside Select LP

First Leaside Enterprises LP

B&W LP

First Leaside Entities LP

First Leaside Expansion LP

First Leaside Growth LP

First Leaside Operations LP

First LEaside Unity LP

~3



First Leaside Visions I LP

First Leaside Visions 11 LP

First Leaside Visions III LP

First Leaside Visions IV LP

Metabacus LP

Greencore LP

Marksman Celfject LP

OMISA LP

Dossierview LP

eSight LP

Tyromer LP

Pace Concorde East LP

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Bevera es Grou Limited
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Partnership

F.L. Retirement Residences Limited
Partnership

First Leaside Global Limited Partnership

First Leaside Ventures Limited
Partnership

Special U.S. Notes Limited Partnership

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

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

`C~i~

Commissioner for Taking Affidavit Etc.

PaMckJoseph MacDonald, a Commissioner, etc.,
Province of Otdado~ wtWe a Student-at-Law.
ExplresApdt6,2014
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GYTA'1'XON": First Leaside Vil'~alth Sv~anagement Tna. (Re), 2012 ONSC 129
COURT ~XL~ 1~0,: C'V'-12-9617-QOC~.

~ATEs 2~1202Z~

SUPERIQR COLtRT OF JUSTICC — QN'T'AT2Tt)

COMMERCIAL LIST

1~; I1~ T~-lE MATTER (~F ~ Phan cif Cc~znprprnise or Ai7angement of First T..easide
Wealth Management Ina., First Leaside Finance 7nc., First Leasic~e Securities Ync„
FL Securities Inc., First Leaside MaY~agem~nt Tnc,, first T~e~side I~ccaunting ttnc~
'rte Servr~es Inc., first Leasid~ ~a~dings Inc,, 208~45b Ontario Inc., First
~.easide Rea1t~ Inc., First Le~srde Capital Inc., First Leaside Ttealty rI Ync., First
I.easide Invesnnents Inc., 95010 Ontario Xnc„ 104557 O~tat'io Inc., ]024919
Ontario Ync,, 1Q31b28 C~nta~'io Inc., 1 56971 O~nt~rio Inc., 737 095 Ontario r~ic.,
1x37240 Ontario Ltd., 124142$ Ontario Ltd., Prestc~nOne Development (Cara~tla}
Inc., PrestonTwo DeveIopinent {Canada) Tnc,, presto~'~hree l~e~eloprnent
(Canada) Tnc., ~'reston~`pur ~e~c~~lopment {Canada} Inc., 2088543 Ontario Inc.,
2~~8:544 4~tai~AO Znc., 2Q88545 Ontario Inc., 13316U7 Ontario Tnc., Queenston
Mt~t~~r ~'rener~I Partner Inc., 1408927 Ontario Ltd., 210773$ C~nt2uric~ Inc.,
1418361 Clntaria Ltd., 212$OS4 Qntacip Tn~,y 2q~4212 Ont~~ia Jmc., 1132413
C~utari~ Ync,, 20~7~7~ Ontario Inc., 2085306 antario Inc., 2059035 Ontario Tnc,,
2086218 Ontario Inc., 24 5438 dntario rnc., FYrst Leaside V'isians N1an~g~n~:enf
Ilia, 1p~~U15 Ontario 7tic., 1U49016 Ontario Tnc,, 20(?7$04 (~~,tar~o Zxic:., 2Ci1~41~
Ontario Tnc., ~~ 12.esearch Nfana~ement Inc:,, 970877 OnfAi~io InG., 1031b2$
Otl~~ti0 TriC,, 1U4S51b (~t~ta~cio Inc,, 200AS16 Qcttario Inc., 2192341 Ontario Inc.,
and ~irsc I.,easide Fund Management Inc., Applicants

BEF4R.E: I7. M, Brown J.

CC_ILINSE~: J, Birch and D, ~V'a►rd, for the Applicants

P, Huff ar~c~ C. Buzx~, .fo1~ the pr~pased NZanitor, Gant ~'h~rnton Limited

I7. Bash, fQr the Independent Directors

~. Empty, fo~~ I~~vestmenk Industry' Regul~ta~~Y Organization ~f Canada

.T, Grotlk, for the Ontario Secu►'iti~S COZt1miS5~4r1

It. Oli~trer, :fo~~ ~Cenait~~n Contt~aGti~ag Limited

1. Dietrich, the pra~o$ed Rep:resentativ~ CpUnsel for the in~vestars

E, Ciarbe, for Structform Ynternational Limited

N~. ~'~.ichter, for Crilbert Steel ~,imiter~
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i1~i. Sanford, for 7anick ~lect~~ick Limited

M, ~G.on~xil hr~~ra, fox ~vtidl~~ci Loan Services Inc.

~. prophet, for the Ca~~adian Tm~erial dank of Commerce

N~ARD; Febrl~ar~ 23, 2012

12EASUNS FOR DECISTON

I. Oven~ie~v: ~:'C.~t.~ Initial Orr~er

~1~ On '~'huLsda~, F~b~~ua~~ 23, 2012, T granted an 7nitia7 Order under the Campu~i~es'
C're~lita~.s ~rYangemPnt Act, R.S.C. 1985, c. C-36, in respect of the ~.pplicants. These ~z~e my
Re~sot~s fot• tht~t ~ecisian.

II. The :~~~~~Iicant corporatians

[2] rho Applicants ~~.•e members of the First Le$sic~e gxaup of companies. They are
d~scribe~~ in detail i~1 the affidavit o~Gregory MacLeod, the Chief 12estructuring Officer o~k'irst
~Leasidi; Wua~th Man~gerr~er~t ("FLWM"), so I intend only refer in these reasons to ~e key
entities in the group. The parent co~~poration, ~'L'SXrM, o4vns se~v~ral subsadaa~•ies, [ncluding the
~ppl'r~:~nt, First. L~aside Securities Ina ("~'T.SY"}, Aecox'di~g to Ivor, MacLeod, the Croup's
a~~eratians cenh~e on ~'~,~M end ~~,5~,

[3] FLSI is an Or~C~rin investment c~~a(er that manages clients' investment portfolios which,
broadly spea'kin~;, G~n~ist cif, z~on-proprieCS~•y M~uketable Securities as well as proprietary equity
and debt S0C11C1t18S issued b~ First Leasid~ (the so-called "~~ products"). Ali segregt~ted
Ma~•ketxble ,~aecuriti~s are held in se~~~gated client ~ccou~nts 's~i.th Person Financial Services
~'anada Inc.

[4] First T~easic~e deigned its ~'~, Products to provide investors with consistent monthly
distributian~. First ~easic~e acts as a reel estate syndicate, purchasing peal estate through limited
pa~~cners~iZ~s ~vi.th ~ view to r~h~bilitating ttte properties for lease ~t higher• rtes ar eventual
resale, Fizst Lea~ide incorporated special-purpose corporations to act as genet•~1 partners in the
v~riaus Lt's it set typ. The general p2~~tners taf ~'~xst I..e~side's Canadian LPs — i.e. those which
awn p~opert~ in Canada —axe a~pli~ants in this ~i~ceeding. First T.~aside a1sQ seeks t~ extez~ci
the henefits hf the Initial Glider t4 the correspancirn~; ~.Ps,

[S] ~ir~t Leasid~ his two types of LPs: individual LPs that ~Cquir~ ~l~d 4p~x~~t~ fi 5ing~e
p~~operts~ ar development, and aggregator Ll's that hold units off' multiple LFs. Investors have
investeri in Uoth kinds of ~,f's, T~~ p~ragrap~i 4~ off' h~~s nf'fid~vit Mr. MacLeod detailed tic LPs
within 1~irst T~easi~i~. "W'~ule mist First ~.~asid~ LPs hold interests in identif"table p~•c~~erties, fq~' ~
fc;w, calaed "Blix►c~ Fc~c~l LFs", ~Iients invest funds witriout knowing where tt~e fortis lively were
to be izivested. Those LPs ire described in paragra~~h S~ a~'N[i•. iv~~cLeod's ~~davit.



=~k~. c~, L~iIL 1s~;~jc'A~t; Mo. a'Sb F. 4,~~~~ $~

- ~'ag~ 3

[b] Tl~e ~ppIicant, Fit~~t Leaside Finance ]:nG, ("~~, ~'inxn~e"), acted as a °`c~entr~l bank" for
the First Le~side group of entities,

TYI. '~'he m~teri~Y ~~ven~c ~~e~dfn~ #b tY~~s application

[7] In the fall of 20U9 t~~ antari~ Secw'itie~fi Corrunission ~egar► investigating first ~.ea~sid~.
Tn Mardi, ~(l I X, k'irst T~easiil~ retained the proposed Iv~onitor, Cxrant Th~rntnn ~iniire~, #o review
and m~k~ rec~e~unendatians about First T.easide's ~usin~~ses. Arc~ty~ti the same tune first
Leaside an~u~ged for a~prais~ls to be p~rfo~m,ed of vatioxy~ prapei~t~es.

[$] Urant Thornton released its report on August 19, 2Q11. Foz~ puipases of t~~is application
Ci~rant 'xk~ornt~n n~a~e se~~~ra1 m~teri~l ~`indings:

(i} There z~ast signific.t~~it inCerrelatiaz~ships between the ~ntit~i~s in the ~~ Grta~tp ̀ t~rhi~h
result it1 z cam~l~x corporate sti~uctur~,

(ii) {~~i~t~in Lt's have been a drain on t1~e r~Saurc~s Of the Gr41~p ~s a result of recurring
operating lasses and pxop~i~ty r~habilxtatic~n Costs; ~tid}

(iii) T.'he fiiture viability of the ~~, ~~oup was contingent can its ability to raise ne~v capital;

<`If tl~e FL Group was r~st~icted Cam z~ising nevv capital, it would likery be
unable tc~ continue its r~per~tions in the ~i~linary course, as it. would. h~v~e
instYf~ciei#t revenge to suppdxt ifs infrastructure, staffing cast, ~xstributions, end
t~ meet theix• fiinding requirements far exiting projects."

[9} As a result of the report First T~~aside hired ~.ddit~on~l s~~~f' tci improve accounting
resources ac~e~ t~.n~t~ial planning, ~aSt Ntt~r~mkte~ the Board a~~oin~ed an Tnd~~,end~nC
Cur~~n~~tGee t~ assYyme ~Il deuisicsn~makin~ authority in respect Qf rust seaside; the ~,roup's
for~ridel, David Phillips, was na longer rn char~a of its management,

[10] FLSl is regulated by bot~i tt~e ~7SG and the Tnvestm~nt Yndtrshy Tt.~~r~lat~x~ C~~rg~niz~Cit~n
of C~ua~ta ~<`TYfiOC;"), Tn October, 2t)11, YIxtC~C issued FIST ~ discretionary etuly warni~►g level
~ lifter prohibiting the c~i.~~p~n'~Y dram reducing c~~ital and placing other restrictions ox~ its
activities. At the same tine the aSC told first 'I..easide that unless satis€aGtory a~~r~~ements
were made to deal with its sitL~ation, the taS~ ~lm~st c~rt~.inl~y ~~vpul~l t~k~ reg~l~xoty actioii~
in~:luaing seeking a cease tra~~~ c~r~dci~,

~] ~ j ~'~rst ~.ea..Gic~e ag~~ed tc~ a ~valun~t~ry ~e~se trade, I~t~1I164~ Gl'~i]C TI~UTI]tOri tb ~.Ct U5 ~.Cl
independent m~tutar, infornneci investors about those developments, and rnad~ availat~l~ the
A~igust C~r~nt l ltarnton report.

(12] Because the cease trade restricted first T.easide's abilit~~ toy raise capital, the Tn~ep~ncient
~ozntniktee decided in late N'avelr►~er to cea$e distributions to clients, including distributions to
LY unit hc,l~J~rs, zuter~st raym~nts an c~ier~t nofe~/~i~bts, ~ztd di~'idends on comrn~n or prefei~ed
shp.~'es,
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[13] In l~ecembea the Independent Conutiitt~e t~ecided to Yet~itt M~,~. MacLeod a~ CRO far
Fiast Leaside and. as~:ed hi~ta to devalop a waxkput plan, ~rhich he finalized ins late January, 2pI2,
Mr. MacLeod deposed that the dovc~ntutx~ in the economy has resulted in First T~easide xea~izing
(owei operating; incanl~ while incurring higher operational costs. Tn his aff~da~it Mr. M~cLead
set auC hi:: cnnclusir~n t~bc~ut a workout plan:

After care~iYCly analyzing the situation, ~n.y ultirn~te cc~~cl~sion was that it was taa ~~isky
anti uncei~taiu for :first 7,easid~ to pursue ~ resumption of previous operations, inclut~in~
the raising of capztal, M~ recot~u~endation to the Tndepand~nt Ct~rnroittee t~vtts that Fvst
~.~~Sia~ j~~sf~~a ~~a~~~~ ~ orderly wind-down of operations, involving:

(~a) Ca~t~~le~ing guy o~~o~ng pivperty development acti~vity~ r~luich ~~~nlaltl create value for
in~restars;

(b} Realizing upon assets w~ie~i it is fcasi~le to do so (e~r~n where optimal realization
might occur oti+er the nett 12 to 36 months);

tc) T~ea[ing ~~vitt~ the significant ir~rer-company debts; and,

(r~) Distributing p~r~ceeds to imrestars.

Mr. iviacL" each further deposed:

[T]he best ~va~ to promote this ~~vind~down is tluough a filing under the CCA~t so that all
x5S"ueS — ~SpeCi~lly t ie numerous itiv~stcrr and creclitc71 G1airnS And inter-con~pa~y claims —
can be dealt wifh izi one fai~um undex the su~ei~visipn v~'tk~e Court.

Tt~e Independent ~,`atrunittee approved Arc. lV1ac~,eod's recprnmend~►tions. This application
resulted.

~.V, Avaiiabxiit~> of CC.~.tA

A, Thy financial cun~iftion of the ap~lfeants

[l!!~ 1\cec,,xdin~ tc~ NIr, M~c~.~ud, First Leasic~e has over $:i70 m~llton iii assets undez~
T21i~I1£i~,~Xll~Tl~. S011l~ OF YYlOS~, ho~►~vever, tue M~•ketable Securities. First T~easid~ is proposing
ti~at. clients holding Ntarket~~le Securities (which are held .u~ s~greg~tCd ~CCQUntS) b~ ~iee t4
transfer them to another investment dealer dt~rin~ the CCA~ process. As to the ~ralue of FL
Pr~c~t~cts, Mt'. MaeLe~d deposed that "it i~em~ins to be determined specifically how much value
will 1~e realized for inveseors ors the LP wits, debt instruments, and s}~ares issued by the various
first seaside entities,"

[1S] First ~.ea~ide's debt totals appro~imaCe~~ $3Q$ million: $176 million to secared creditors
(n~ostlp mortgagees) ~~d $132 nr~illian to tinse~ured creditors, including investa~s ~~alding bates
car tither d~;bk instruments.

~l~] Iv1r, MacY..eud summ~ized his Assessment of th4 fizit~r►c:ial status of the First Leasiae
Crr~up cis fi~ll~~cvs:
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[S]ince G1'T~ repo~•te~i that t1~e ~ggreg~te value of properties in the ~'it'st ~e€~sitie exceeded
tl~e value of the properties, (here will be net proceeds remi~inin~ to pzc~vide at least some
rettuzz to subordinate creditors or equity hc7ldexs (i.e., LF unit holders and eorpbratic~n
shareholders) in many ~f the first Le~side entiiCies. The rocovcry will, of cpuis~, ~cY~ry
ciep~nding on the e~nt~t~, At this st2~ge, however, it is fair to conclude that tCtere is a
material equity deficit bofh in individual ~iz•st L~aside en~tit~es and in the overall Fi~•st
Le~side group.

[I7] Tn his affidavit Mr. Macleod also deposed, r~viCh respect to the fenancial sittt~tian a~~irst
~easid~, that:

(r} 7'he cease ~ac~e placed severe ~nanci~C const~•aints on ~'i~~st l:easido as a1m~~st e~erq
lousiness unit clepe~ided an the ability of ~'L't~SrM and its subsidi~t~i~s fo raise capital
~i; c)1~7 IS1V8Sti0I'S;

(ii) There tyre inul~ecliate Dash flow crisis at Z~~.~VS~'M anc~ rnast ~,~s;

(ii,i) FLWM's cash reserves h~~d fallen from X2,3 millia~ i~ Nb'~enYber, 2011 to $l.6
million at the ei~d of this xanua.~y;

(iv} Absent. new easli from asset d~sp~sals, ct~i7ent e~sli reserves would be ~xh~usted in
Aril;

(v) At t~~e e~ti ~:f I)ec~mber, 2011 Ventures defaulted by fai}.ing to mare ~t principal
inai~tgage payment of ~i4.2~ myllior~ owing to T~.ingSett;

(v~} At~sent cash fla~~ from. FLWM ~ default i~ irn~min~nt fir ~r~~vest~~~'s H ~irnon~
prope~~tY>

(vii) first ~.easide lacks the liquidity ~r refinancing options to rehabilitate a number of the
~,raperii~;; end ~ecute can its bu~in~ss flan; end,

(viii) first Leaside generally has been able to m~l~e moi~tg~ge payments to its cxedit~rs, but
in the futtyre it wiYl be difficult to do sa given the need to expend monies on property
devel~~ment ai►d upgrading activities

[18] In his descript.ian of the status of the employees of the Ap,~licants, Mr. ~M~c~,eoc1 dick not
identify a~iy issue co~iceining ~, pension finding d~ficieney,~ The internally-prep~•ed 2U10
FL~IIv1 f~a7ancial st~~~ments did riot ~~ecoxd a~p~ 5uch lxabilit~r. Grin[ Thornton slid not identify
~rny such issue in its Pt~,~'ir[ng R~p~rt.

[1 ~] Fixst Leaside is riot proposing to place all of its operations under count-supervised
insalv~z~.c5~ pruceeclin~s, :[t cries riot plvx to seek C~iaptex r 1 protection fp~~ its '~e~~s ~roper~ies

Mac~.ead AffidaviC, parAS, 104 to YOG.
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since it believes they may be able to continue pp~z^~tio~s p~t►et the anticip~tteci r~vind-t~~ period
usita~ cash flews they generate and p~.~ thew liabilities ~s they become duo. Igor does Mist
L~~sid~ seek to iaiclude in this CCAA proceeding the first ~,easid~ ̀ 'Venture ~,~' ("V~entu~res")
wlvch owns and operates several properties in C7ntario anal .British Gal~mbi~. On February 15,
2Ur2 'V'~ntures ~.nd Briage Crap TS.pnsutt Tnc, s~g~ned a non-binding tei~tn sheet to provide some
bridge ~inanCing fUr V0nt1~i'eS, First Le~side decided not to include certain 'Veritures-i~~lated
IY1T11C8<I ~?cll'T11~IS~11.~5 ltl ~1~ C~C~.,4 application at this stage, while reserving the eight to later b~~ing
~ motion to ~xt~nd the Initial Order ar~d stay to these ~~Gluded LPs. The Initial (.7rder wluch I
signed r~flepted that xes~i~vatio~.

[2t~] AS noted above, aver the bette~~ paa:ti cif the past year the ~inposed 1Vranitor, grant
Thorxitrari, has beeorne familiar with the affairs of the ~'itst ~,e~si~~ C.xrpup ~s a x~e~ult o~f the
review it eanducted foY~ its August, 201 r report, Last l~ove~bex First Le~sicie retained Grant
Thorntpn ~s an independent monitor af~ts bt~sin~s5.

[2Y) 7n its Pre filing Tte~ast ~ix~ant Tho~~taz~ Hated that the last available financial statements
~br rLWM 'wet°e intern~ll~% ~rep~red oyes for the year ended 'December 31, ~Q1U. They sh~~~d ~
t~et loss of about X2,863 million. The 1're-iilin~ ~taport cont~Ined a 1p-week casks flow'
prc~jectiori {ezidin~ April 27, 2X2) prepared ~~ the ~izst seaside group. The Cmsh Flow
Yrc~ieation apes nt~t contem~~~te sei~~icing interest and principal payments during the projection
pei~ic~d. On th~ix basis the Cash Flo~a> Projection showed the Croup's combined ~~gsing banl~
balance declir~in~ from $6.97 million to X4,144 mirli4n by the end of the pr~jeetior~ period.
CYrant ~'hc~z~,ton ~'e~ievc>ed the Cash Flar~v ~'rojectron end Mated that it reflected the prababl~ end
hypc~tll~tic~l ~~sun~ptipns on which it was ~repaxed and that the ~ssumptiaas mere suit~b~~
suppc►itec~ and consistent with the Mans of the First seaside Croup ane( pro~s~ided a ~eason~ble
t~asis fat• the Cash flow ~'r4jeetian.

[22] (Yra~~t Thor~iton reported tl~at eerCain creditors, sp~eifically eansri~uotiot~ ~ie:n claimants,
had conliaxenced enturcecnent proceedings and it concluded:

Gi~cYen creclitc~~rs' ~ctians to date and dYYe to xh~ complicated nature of the FL Gro~i~'s
business; the euniplex c~rp4rate st~ueture and the number of competing stakeholders, it is
t~nlikel~ that the ~~, Grutip wilt be able to conduct ~n. orderly ~vind~u~ ~r continue to
rehabilitate prape~•ti~s ~c~vithauC the stability provided by ~ formal CUUrt supervised
restxuctu~•ing process.

As the v,uious stakeholder interests ~u~e in many cases inte~~.~c~rir~ed, incl~dYng
inkercon~j~aiay clai~7~s, the granting of the relief requested would provide a single forum
~aa~ the numet~aus stak~holc~e~s of the ~'L Crroup to be heard and to deal with such parties'
claims I[i rxn Urde~~ty~ manner, t~z~cier the st~pe~~visian ~f trie Curt, e, CRa and a ~~urt-
appoulted Monitr~r, In partie~~lar, ~. simple o~ foree~i divestiture of the prapeities of the

z The ~x~Ai~ied ~.Ps were identified in paragraph l34 of Mr. Mac~.eod's a#~tdavit.
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FI, Group wnt~ld r~~t only erode potential investor value, but wUUld nit pravzde the
structure necessary to reconcile investQx interests pry ~n equitable and ratable basis.

A stay of ~race~dings for both the A~~licanYs ~tl~ the LPs is necessary if it is deemed
appropriate b~ this I-~c~no~Yr~ble Cot~~t to allow the FL Croup to maintain its business and
to ~11ovu the FL Group the opportunity to dev~Iop, refine aztd xznpl~ment their
T~51,1'UCLl1T~T1~T,iW1T1C~-u~ plan(s~ in a stabilized envixc~nrnent.

B~ ~`llit~iri~9

[23] I ~ni satisfied that the Applicants ar.~e "companies" within tote me~nin~ of the CCA.f4 atad
that the total claims against the .t~ppli~ants, as an ~ffili~fed ~rc~up of companies, is greater than $S
million.

[~,~] Are the A.pplic~nt companies "debtor compauiies" ui the sense that they aye insal~vent?
For the pi~i~~oses of the G'~'.r~4 a company may ~e insolvent if it ~~lls ~~crithin the definition of an
insolvent person in s~ctioxl 2 cif the ,8ankrrsp~~y und' Ir~sorvene~! ~4et or if its financial
circumstances fa11 ~~vithin t~1e met~ning of insolvent as described in ~e S~e1ca Xnc. which in~l~c~e a
tin~incit►lly trou{~led corporation that is "rca~sonably expected to ~r~ auf v£ Iiyurdity within
re~son~ble praxunity of tune as aorMparecl t~vith t~~ tirne x~sson~bl~ required to impieme~t a
re~trtt~ttYring".a

[25~ ~Jhen looked ~.t as a gaup the Applicants fall within the ~xtendec~ rn~~aning cif
"i~isc~lven~": gas ~~ result of the ce~s~ trade tlxeir ability to raise capital his been se~'erelp restricted;
cash resarves fell significantly from l~o~emt~er until the time o#' fili~~g, and the Cash flaw
~'rojectiun indieat~s that cash :re$errres grill Continue fo deoline even with the cessation off'
paymen#s can Jx~c~atgages end ot3~er deC~t; Mr. MacLeod estimated that cash reser~v~s ~rrr~~~d run ~t~t
in Apz•i1; distributions to unit holders were suspended lash November; end, S~Jx~e f`c~z~mf~l rno~tgage
defaults have aeeurred.

[26] HQ~~veve~•, s sec~ired credxtar mort~a~e~, Miclland S,aan Services Inc., submitted that to
qualify for CC~i prot~ctiun each individual. applicant must be a "debtor company" end. that iit
tl~e case of cane ~ippliaant, ~uceenston Manor General Partnei Yne., that compa7iy was nat
insolvent. In his ~frid.~vit Mr. Macleod deposed that the t~u~~n~ton 1vl~nor ~,p is owned b~ the
first ~easid~ expansion T.,imited partnership ("~':LE~"}, Queenston o~xms and operates a 77-unit
retir4ment complex in St. C~therines, his been ~ro~it~ble since 2{~0$ end Ys ~xpeeted to remain
profitable thrau~l~ 241. ~ueenston has been listed fur safe, and m~nagemeztt curcentl~ is
cc~nside,~ing an ofrel t~ ~at~~~chase the property, IvZidland Loan submitted that in tight of that
financial situfitian, na ~rnding could be made that tie applicant, QueenstUn Ta~ianat~ general
Partner Tnc., ~~~as a "debtor company".

[27] F~llo~~vizKg that submission ~ asked Applicants' counsel where in the xecord one could find
evidence about the insolvency of each in~ivicival Applicant, Tha# p~~ompted ~ break in the

'' (200A), a8 C.ki.~~, (~3~'} 29y (Onr. S.C.7.).
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~.e~rii~g, at the end of which the ,A,pplic~n.ts filed a supplementary ~ffidarrit from Ivir. 7viacLeod,
Indicatiza~ that one of the biggest problems facing the Applicants ~rt~s the Lack of compl~t~ ~nci
tip-to-data rz~,axc~s, rn c~i~sultation with the A~plica~i#s' CFa IVI~. MacLeod submitted a chant
prc widi~~, to the extent possible, fiu~theL infoz~n~tion about the financial status off' etch Applicant.
That chart broke down the fin~:~ci~l sk~.tus of each of the 5~ Applicants as follows:

IIISD7VCIlt 2g

Dorma~~t Y S

Little or n~a real.i2able assets 5

Mori ynfpzm~tic~n Cp be made available to the Court 3

Othet~: management re~ez~t~e stopped in 2010; X70,000
cash; $2`IQ,~OQ an rel~teci~company receivables

Y

C)ueenston Ma~~ar General ~'a~tu~r Tnc, vvas one of the applicants for which "mere it~ormation
would be made ~vailabl~ tU the caY~rt'~,

[28] As T have found, r~vhen looked at as a group, the App~xc~nts tai! within tl~e extended
tiiea~~in~ cif' "insah~ent". V,J~ie~ one descends a fe~~v Xe'~~ls end looks at the financial situatia~ cif
same off' the tlggregator Lt's, such ~s ~T~E~', Mr. MacLeod deposed that ~'~, is one of the
ltirgest net debtors ~ i.e. it is unabae to repay inter-company balances fiozxt operating cash flows
and lacks sufficient net ~sse~ varue to settle the intercompar~~ ba~a~ees through the immediate
lic~uiciati~n of assets. The evidence therefore suppo~~ts ~ $nding that the carporatc~ gene~'al ~a~rtner
~f FLEA is insolvent.. Queenstc~n lvi~nor is nn~ of several assets owned by k'~.EX, ~Ibeit an asset
~;~hich ~is~s the fp m of a limited partnership.

[2~~ :[f an ins~l~v~~t c~mp~n~' awns ~ healthy asset in the form of ~ limited partnership does the
~t~alt~ o~ th~iY asset preclude it from being Joined ass art applicant in a C~4A ~roceeding7 Zn the
circumstances a.f this case it does nat. The j~urisp~~udence under the CCAA provides tht~t the
pre~t~ctian tai the Act znay 'be e~ctended not only to a "debtor company", but ~~so to entities who,
in a ~erq prdctic~l sense, ace "necessary parties" to ensure that that stay' order works. Morawetz
J. ptit tl» m~fiter the fol[awing way in ~`'rrszm Xizcome .Find (I~e):

The CCt~ definition of an eligible company does nat expressly incline partnerships.
T~owevei, CC'~~ courts k~a~v~ e~t~rcised jurisdiction to stay proceedings with r~s~ect to
pat~fn~~'ships anc~ limited partr►erships ~nrhere it is just and cat~v~nient to do so. See
Lehnrforff; supra, and Re Can~vesr GIoGc~X ~omrraunical~ons Gasp., 2~0~} Ca~~sweYlC7nt

~ sa ~s.c.r.~.

9y
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The coYyrts hive held that this relief is app~~apri~#e rv'heze tine t~perations of the debtor
compaiues are so intertwined with these of the p~~ttterships or limited partnerships in

question, that not extending the staff rr~a~xXd signifre~ntl~ impair the ~ffectrveness of a stay
in respect of the debtor c4~xpa~ies.~

[30~ Although section 3(X) ~~ the CCAA requires a count on an initial application to inqu~ice
into the saXvenc~ of ~~~' ~ppli~ant, the ~urispriidence also requires a court to t~k~ into account the
rel~ti~iashi~ k~etweet~ any particular carnpany and. the larger gratYp of which it zs a mernb~r, ~s
welt as the need to place that company' within the protection of the Y~~tial Order so that the oxder
~vil1 wo~~ eftectivelsY. (fin the e~c~idence filed T had no hesit~tian in concl~drng that given the
in5olr~~jicy of tie overall First T~easide Group and the high degree o~ inter-cozuiected~ness
amongst the members of that group, the proteoti~n of the CCAA needed to extend both to fihe
A~pli~ants end the lit~aited ~~rtnerships listed in Schedule "A" to the rnitial O;rde~~, The presence
of ail those entities within the ambit of the Initial Order is necessary' to ~ffeot ~Y orderly windin~-
up of the insolvent group as a whole. Consequently, 'trrheCher (~ueenstan Manor Ci~eneral ~'artn~r
Xric.:talls ender the Initial Uxcier b~' virtue df being a "deb~ax ec~mpany", of bar ~wirt~e of b~z~g a
x~ecess~a~~ fatty' ~s pert a~ ~n intertvc~it~ed whole, is, in the c~cumstanc~s uf'tl~i5 case, A c~iStinCtzon
~~vitl~~ut a p~•fictieal difference.

[31 J fn sure, I any satisfied teat these Applicants identified as "insolvent" on the c~~t attached
to Mr. M~eT~~od'S :illppl8m~ztt~ti~y ~~iCla~Vit £ire "debtor companies" within the m~~~ning pf the
C;"C.;A.,4 az~C~ fhat the ot~~er Applrc~ts, as well as the limited pautnershi~s listed on Schedule "A" of
the Initial t~zciei~, arse entities to which it is nECess~ry and ap~i~apx~i~te to e~ct~nd (.~C~.~4 prote+etion.

C. "Liquidation" C'CAA

[32] W~i1e in rnos~ circt~tnstauaes resort is made to the CC'AA to "pe~~tnifi the debtor to
continue tc~ carry on business and, where ppssibl~, ~~vt~id the social and e+cai~amic casts of
lic~uic~atin~ its assets" anc~ to cx'eate "GC~ndifions for preserving the sfatus giro while attempts are
made to ~'incl corrunon ~~und amongst stakeholders for a reorganization that is fair to ~1!", tt~e
reality is that "reorganizations of differing complexity require diffe~~en~t Legal mechanisms." $
Tfaat ~~eality his led courts t~} rec.o~nize that the C~'AA may be used t~ sell substantially all of the
~ssefs of ~. deUtor coitiptlt~y to preserve Yt as a going conce►~t~. under ne~v ownership,' Qt tp 1VIIk~~
up or [ic~ui~~i3te it. In Zehrtdar,~`'Ge~ae~~aI 1'ar~l~ter Ltd, (~e)7 F~rl~y J', abser~ed;

rt a~~pears to me that the pi~ipose of the CCAA is also to protect the interests of creditors
and to enable an Qrderiy disUib«tion of the det~tar comp~r►~'s affairs. Tl~ts map aa~rol~~ ~.
~~inding-up ar liquidarian of ~ comp~n~ ar ~[mpl~ a subst~nnti~l downsizrr~g o£ its

~ 2011 O'NSC 2U6 ] , pn~~as. 26-27.
Cerrrar►y Ser~~Ic~s Irrc. v. Ccrr,ada (~ttoy~ney Ge»e+•trlJ, 2U10 SCE 6U, parAS. ~ ~, 77 and 7$.
Nortel hre~'n~tirks C,'orp. (Re), 2U09 UTICA g33, pars. 4fi; see YCevin 't'. Ma~lehcran, L'~mmercral insolvency in

Ccirrcrda, Seconc~~'dillon (Toro~~to: Y.exis'bTeais, 2pi1), pp_ 2$4 et stq.
' [l X93] O 7. i4~o. l4 (Gen. l~iv.). Tn 13rnkc .}yra, Ztc1, (ke}, [2QQ~j fJ.r. N(►. 218U ~S.C.7,), WilCOn-Siegel J. ~R~Ced, ~t
parflgraph 10: "~Vliile res~rvati4ns are expressed &am true Co time regarding the apprppri~teness off' ~ "tiquiciating''
CC'rL4 prac~eQing, sueli proceedings sre permissible under ih~ CC~4~i."
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~usi~~ess ape~~ations, provided the same is proposed in the best interests of the cred~tars
generally, See .~ssor.. InvestUrs, supra, at p. 318; Re AmiraUl~ Co. (151), 32 C.B.R.
198f, (r951~ 517.T,:R. 20~ {I~C,S,~,C,) ~t pp. 1E7-$ ~C.B.~t.).

[33~ In the decision of Associated I~tu~srora of Ccrtiada Ltd. (1te) referred to b~' F~r1e~ J., the
Alberta Court of Queen"S $OnGh StatB~:

The i~ealiti~s pf the mt~dern marketplace dictate that iourts t~f law` respond to comrnercial
problems in inn~~vAt.ive ways without sacrificing ieg~l principle. 7n my opinion, tie
Gpni~~nies' Creditors Arrangement AGt is not i~esCricted in its appticati~n to Gomp~oies
which are to be kept in business, Moreover, the Count is nat witEu~ut t1~e ability to address
witliiYY i#s jtirisdicti~t~ the Concerns expressed in the Qntaria cases. The Act may be
ynve~kerl as a means of liquidating a company' end r~vinding-up its affairs but only if
cextain conditions precedent sue met.

r. It must be demonstrated that k~en~fiis'wc~uld likely flow to Creditors that r~voY71d
Ildk Ot~ICYwise be a~ailttbl~ if liquidation we~~e eff~ct~d pursuanC to the Barilu~uptcy
Act ox the VVinding~Up Act.

2. The C~~~rt must concurrently pxa~vid~ directions pursuant to compatible
legislation that ensures judicial control over the liquidation process and a~~
cffc;ct~~ve means r~vhereby the affairs of the ~ompan~ m~~' be investigated and the
zesttlts ~f ~I~~t investigation merle available to the Court.

3, .A Plan Q~'Atrangement should not receive ju~licia~ sanot.ic~n antal the Court has
in its possession, ali of t7~e evidence necess~uy to allow the Court to praperl~
exercise its discretion according to standards of fairness anct reaspnab~~ness,
absent and findings of illegality.$

The editors of 2'h~ 2U~2 .~nrrr~tcrted .~a~kru,~tcy and InsodvenCy Act take same issue ~~vith the
e~.teant cif thc.~se conditit~tis:

With respect, these candi~ions maybe too rigorous, Tf the ~o~u`t finds that the plan is fair
9~id reasonable an~1 in the bast intezests of creditors, and there are cogent reasons for
using the statute rather than the .BIB or, i~IIRA, there seems no reason why an orderl~r
Iic~uic~atian cotXld not be carried out under the CCAft ~

[3~] Mx, MacX.,eUd, the CRO, deposed that no viable plan exists to continue dust ~.easide as ~
going et~ncern and that the most appropriate course of action is to effect an orderly ~ind~down of
rust }.,easide's operations ~a've~• ~ p~~it~d ~f time end in a manner Svhich will create the
appnxfunity to reali2e impra~red nit asset value. In his professional judgment the C'CAA offered
the most appropriate mechanism by which to conduct such an Qrder~y liquidAti~n:

~ Fi,~s~.~rivestors Carp. (Re) (L987), 4S D.L.R~ (~'n) 669 (Alta C~.}~.), part, 36.
' T-io'ulden, Morawetz &Sacra, The Z4Yl,ir,narared 13at~Jn uptcy rrnd JrrsoJvenc}~ Aci, N~ 1, p. 1094.
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~T]h~ best way to p~~omcrte this ~vind~down is through a filing undex the GCA~E so t~~t a!1
issues — esp~oi~11~ Ehe numerous investor end creditvt Cl~irns fannd ~Ze inter-company
clams — ca~i tae dealt with in one forum under the ~`uperv[siQn of the court.

z~~, its Pre-filing RepoL~k the Monitpr aisa supported using the CCfJA to implement th.~
"restructuring/wind-up plans) in a stabitrzed em>ironment".

[3S] Eiath the ~'~.(~ acid the p~~opc~sed Monitt~r passes extensive knowledge about the
~vc~rkin~s of tlxe A.pplicKnts. ac►th support a process conducted un~de~ the CCAA ~s the most
p~ac~i4~l nne~ effective way Sty. which to dial with the affairs o~'thrs insolvent geoup of campani~s,
Na ~~rty contested tiie availability off` the ~'CA~4 to conduct an orderly winding~up of 1~e affairs
o~ the Applicants (although, ~s noted, some patties questioned tivhether certain entities should be
it~t;luded ~t~v~ithin tlye sCC~pe of the Initial order). Criven that State of ~f~"airs, I sew nci reason not to
~~.cce~t t1~e prafessinnal judgment of the C~.~) and the proposed Monitor that a liquict~tion ~und~t
the C;'C'~A was the n~o5t a~7prQprl~te route to take.

[~~5~ Ivlc~rea~ver, Y sa~v stc~ ~~eej~udtce to claimant creditors icy permitting the r~i~nc~ittg-up cif the
Firsfi Leaside Grpup to proceed undea the ~'C.4~4 instead of under t~~e BIA in ~riew of the
con~veigence wluch e:Yists between the CCA.4 anti 13 4 ~n tie issue of priorities. As the Supreme
Ca~art of Canada pointed out in Ce~ttirryServiees;

Because tl~e CC~1.~4 is silent about ~vha~t happens if re~►rganization faits, the 13rA scheme of
liquidati~z~ and distribuCion neeessaiily supplies the baekdrQp for what 'will happen if a
CC~4ft reor~aniz~.tion is ultimately unsuecessfi~i.~~

A~ the L3rit~sh CQluml~ia Cou~~ of Appeal obs~tved in C.at~rp~lrc~r .F~n~rre'icr! Services Ltc~, v.
3~Une~~vr~rks cvr~. interested pa~•ties a1sQ use that pric~rrties ~~ckdrop to negotiate successful
C.'~~.~.4 ~~ear~t~nizations;

While it might b~ suggested that CG~IA proceedings may iequire thas~ with ~ finanGi~X
stake in the company, inetuding shareholders and creditors, to Cpmp~OrlliS~ some of
chei~ ii~t~ts ui oixl~~ to sustain the busi:~es:~, it cannot be said Chat the p1•iorifies between
those r~vith ~ financial st~l~e aye m~~n[t~giess. The tight a£ creditors to realize on any
security may be suspended pending the final approval of fire court, but this does ttot
r~rac~~r their potential priority nu~at~ry, ~'r~C~y'ities ~e a1vVF~~S iri t}ie ~i~Cl:grQUnd end
izzfluetice the decisions of those tivho vote on the plan.~l

[3'7~ I therefore concluded that file GCAA vas availaGle to the Applicants in the cixcUmstances,
and Y sa ordered.

10 Cer~tury,5~~vic~es, serpru., pars. 23.
c, 2007), 279 D.L.Q. ~44h) 701(B.~.~,A.)~ p~ra. 42.
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'~. ~7epresentative Counsel, C~tCU and ~,onXtor

[38] TIl~ Applicants sought the appointment of ~ra$ex h~ilner C~sgr~in {"FMS"} As
it~pr~sent~tiv~ Counsel to represent the i»terests of the some 1,200 clients of FLSX in Phis
~rc~ceeding, subject to the rift cif any client to aft-out of such representation. The prppc~seti
Monitor expressed the view that it would be in the best intezests of the FL Group end iCs
in~testors to ~ppui~it ~Represe~~tatav~ Counsel, No party abjeCted to such an appointment. I
revi~~ec~ the quafificat~~atls and experience of proposed Representative Counsel and its proposed
fees, and I «flc saFisfie~i that it would be ~p~rnpriate to appoinC AMC as ~.~~resentat~~ve C.t~uns~1
o.n the terin~ set out in tlye Initial ~rdea~.

[39] Tl~e A~p.licaaits sought tie appointment of Cr.S. lY1ac~,eQd ~ .Associates Yna, as C~t.C~ of
h'izst Leaside. No party objected to that appointment, The Applicants in~Yuc~ed ~ ct~py of the
CRC)'s D~cer~~~~z~ 2l, 2011 ~etentiori ~1gr~eement in then materials. The proposed Monitor
st~tec~ tl-►at the appointtuent of R CRO Wc~S IITl~4T'L~Il1 t0 P.I1SUCe an. adequate le~ve~ a~ senior
corporate governance l~adershi~, T ag~~e~, especi~lty' in light of tie ~vithdr~r~val of Mr. Phillips
list November frocy~ ttae management of the Croup. The pro~aosed 1Vlonitor repat-t~d that
teenLS and conditions of the Retention Agreement were consistent with sitr i~~z- a~an;gements
~~~roved b~~ ~th~;r cattrts in CCAA proceetlit~g~ ~r~d the rernttnerafion payable was reasonable in
the circ«nast~nc~s, .~S,s a resulf, I confirmed the appointment of G.S. MacLeod &Associates Inc,
as GRC~ of First Leasic~e.

[40] FII]~II~, I ~ppointec~ Gant Thornton ~s Monitor. No panty objected, at~i ~xrant Thox~iit~:n
has exter~si~~e knowi~dg~ of the affairs of t~ First Leasicle Group,

VT. Administration :tnc~ ~&U Charges end th~x~ pr~o~r~fYes

A, Charges sough#

X41 ~ 'rhe Applicants so«ght approval, pursuant to section 11.52 of the CC.4A, of an
A,~:txlinistr~tic~n Charge in the amount of $1 nnilli~n tra secure amount$ owed tc~ the Estate
Pzofessrar►als — First. Lefxside's legal ~d~visors, the. CRQ, the I1~anitor, and the Monita~•'s co~u~nseL

[42] They also sought nn order indemni~Eying tih~ Applicants' directors a~ad of~icets against aan~
post-filing liabilities, together tivith a~~rovala pursuant to section 11.51 of the CC~t, of a
I73rec;tot• and (~ffi~er's Charge in the amo~~nt of $250,QOp as security far such an indemnity.
Iiistorically the First Le~side Group did not maintain D~Q ins~ranc~e, and tk~e Xz~~epe~dent
Cramrnitte~~ was not a61e to sec~yre such insurance at reasonable rates and te►zns when it tried to
do s~ in 201 ~ .

[43] 'i'he Manitc7r statcyd that the annount of the Acirninistration Charge was established Cased
ota the Estate Professianais' previous history and exp~rienc~ with restructurings of simitar
magnitude and complexity. The Monitor regarded the amot~n~ o~'the D&0 Charge ~s ~'e~sanable
ut~cler t ie circu~~7starices. The I~ionitor conunei~ted that the combined amount of both cha~~es
($,t,25 million) vas reasonably in comparison with the amount owing to rnoi~tgagees ($176
~~~ilYian).
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[44~ 7n its 1'r~~filing I~.eport the hdonitor dirk note that shc~~~t1y~ before cox~tmer~cing this
appficatio~~ tt~e A}~plicants paid $2SO,OOa fo counsel for the Independent Co~nnzitCee of the
Board. The Monitor• stated that the payment might "be subject to review by the ~vSonitor, if/when
it is appointed, in accordance with s. 36.1(1) of tote CC~1A". I~To party requested an adjudioatian
c>~ #his issue, so Z xefer to ifie matter simply to reca~~d the Monitax's e~pi~ssinn of concern.

(45~ Based un the evidence filed, X concluded that it was necessary to grant tote charges soug~it
in order to secure the services oaf the Estate Professionals and to ensure the eontrnuation of the
directors in tiaeir offices and that the amounts of the charges were reasonable in the
c;ircumstan~;es,

S. Priot•ity of ch~r~~s

X46] The Applicants sought super~prioxity for the Administ~•ation and Dc4Zq Ch~i•ges, rrritlY the
AclmYnistr~tic~n Ch~z•ge enj~~i~ng ~ix~st p~~ari#~ end tie D&0 Charge second, with same
moclifieation with respect to the property of FLSI which the Applicants had negotiated with

[47] ~ its ~'re-filicig ~teport the proposed MoYiitnr stated that the mortgages appetu^ed to be
r~rell cc~llat~r~lized, anct the mortgagees r7vauld not be materiatl~ prejudiced b~ the granting of the
praposec~. priority charges. The proposed Mor►itor repax~ked that it planned to work with the
Applicants to develop a methodology which would allocate the priority charges fairly asn4ngst
the Applicants and the included T~ps, and the a~loc~tion met~r~dalagy developed would be
s~il~mit.teci to the Catxrt fioi• reaiew end approval.

[~8] In Irrrl~lex Lrrnrted (Re)12 fhe Court ofAppe~sl reversed the saper-priority initially given to
a TRIP Charge 6y the motions judge in an initial order aid, instead, following the sale of the
debtor cnmpany's a,~sets, geanted priority to deemed trusty fax pension de£iciencxes. X~ reaching
rh~~t decision c~out~ a!' ~1ppe~1 abs~rved that effected ~ei~sans —the pensioners —had not teen
provided at tlxe begi~u~ing of the CCr2~ proeceding with aai appropriate oppoi~hanity to participate
in the issue ofthe priority of the n7T' Charge.13 Specifically, the Court ofAppeal held

In f~is case, there is nothing in the recoi~a tp suggest that the issue of paxarnountc~ vvas
YnY~oked can April 8, 2009, ~vvhen Morat~ret~ J. ~met~ded the Initial Qrd~r tit► include the
super-pz7ozlf.y charge. The documents before the courE at that time did riot alea~C the court.
to the issue or su~~est that the PBA deemed trust would have to be ovei~idden in older
for Tr~dale~ tU proceed with its ~7T~' financing efforts while under CCAA protection. Ta
the ci~ntrary~, chc ~f`~ida~vit a~ Timath~ Stuf~bs, the then CEQ of indale~, s~~roxx~ A.~ril ~,
2009, was the prima►~y source of infvrmaiion before the eouirt. Tt~ Sara. 74 of tzis affidavit,
M.~, Stubbs deposes that Tndalex intended to comply with all applicable Iaws including;
"regtxlator~ c~eem~d trust requi~~emerts",

`x 2oi r o'~ca 265.
~~ r~;a., pats, c ~s.
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While the stiaper-priority cl~ar~a provides that aC za~lcs in priority over trusts, "statutory or
oti~erwise", 1 do not r~~d it as tal~irtg ~i'141'1CSr OVeI• the deemed trust in this case bec~u~e
the deemed t~v~t vas nc~t identified bsi the court at tie Time the ~h~ge ~~'as granted and
fhe affidavit evidence suggested such a priority ~vvas ~unxleoessary, As no finding of
par~mr~untcy wKs made, valit( provincial 12~~s ~~ntinue to operate: tl~e supea.•~priorit~
charge does Yiot ove~rid~ the PBA deemed Civst. The two operate s~quentiall~, ~~rith the
deamcd gust being s~tisfi~ci fit~st froze the Reserve fund. ~~

[4~] Tn ~~s recent deci$~on in Ti~nmi~tGO Limited (lie}!5 {"Timminca Y") Maxa~cietz J. described
the COriirri~i~c:i~l reality underpinllin~ 1•equests for ~ldminis~rat~dn end D&O Charges in C'CAA
proceedings:

In my view, in the absence of t~.e court grantjng the requested s~rper priority ar~d
p,rc~te~tic~n, the objectives o~`the CCAA would be frustrated, Yt is not xea~satt~ble to expect
ih~t ~rt~~'~ssiorit~(s will take the risk of not being paid fox t~~x~' s~ivices, end that directors
~~.nd officers will remain i£ placed in a compromised position should t~~e Timznincp
~ntitic;s cantu~ue CC`'AA proceedings r~vithnut t~1e requested protection. The outco~~e c~~
the fa~lu~e to provide fliese respective g~•oups with the requested protection ~c~v~~uld, in my
view, restilt ire the overwhelming IYkeiih~od that the 'CAA proCeec~ings would comp to an
abni~t halt, f~llQw~d, in all likelihood, bq bAnl~uptcy ~rpceedings. t6

[50] In its ~'re-filing E~.epo~~ the p~nposed M~nitar expressed the view that if the pxiprit~r
cl~argES r~ver~ npt gr~nt~d, the First Lea~ide Group likely would not be able to proceed under the
C'.C'~~,

~S 1) Zn n.~~y v~e~v, absent ~n e~~ress order to the contrary 6y t~►~ initial order ~~p~iG~tic~zls judge,
the issiY~ of the priorities enjoyed by ministration, T~B~C7 and DID' lending ~hs~ges should be
fiii~lized at. the camxx~enc~ment at' a GC~IA p~~ceedittg, Pr~fessi~na[ services are provided, and
17IP fuzaditag is ~d~~nced, in reliance on super-priorities contained in initial orders. To ensw:e the
iz~►te~rit~r, predictability and fairness of the CC:`AA process; certainty must aec~mpatty the granting
of such supzr-priority charges, Whin those irnport~rit obj~ti~'es of the C~t1A process are
c:o'uplea ~c~t~ith the Court of A,ppeal's holding that parties affected by such priouty orders be gitren
an oppartu~iity to raise airy paramountcy issue; i~ strikes me that a judge he~~~ing an initial order
applic2~.tion s~c~ttld ~irzCtl~ raise ~WiCh the p~s.'taes fhe issue of the priority of the charges sought,
includir►~; any passible issue of ptu~amountey in respect of competing claims on the debtor's
~r~perty based o►i provincial legislation.

[S2] Accordirygly~ I raised that issue at the connmencement of the heating last Thursday ar~d
rc;qucsted suE~missi~ns pn the issues of priority ~~d ~aramt~uz~tcp fl~~rn an~r interested pnrCy.
wc;~>er~l pairties made s~r~r~~issrons Qn those points; (r} the Applicants, prap+osed Monitor and
proposed I~.epresent~t.ive Counsel subrtutted that the Court should ~gdi~TESS any priority or

14 Ibict.> p~~r~s. 178 end 17~.
'~ 2(112 OI~SC 506.
"' lbirl., pare. fib.



=~:b. 2?, 2c~12 1C:C~4A~' No. ~'Sb P. 16i1c (b`

-Wage 15 -

~ara.mountc~ issYres raised; (ii} TTT~.aC ~,dvisec~ that it slid not see any parampuz~tc~ issue in
res~~eet of its interests; (iii) cc~uns~1 ~ax~ Midland Loan submitted that ~. p~a~~mot~nCcy issue existed
with respect to its client, a secured mai~tgagee, because it enjoyed eert~in ~uoperty rights under:
~roviucial rn~~;tgage 1~vv; she also a~~gued that the less thin full day's notice of the hearing gi'~exl
by the Applicants was inadequate to pernyit the mortgagee to ~onsid~r its pasitit~n, and her client
should be liven s~veri. dad's to do so; aud, {iv) counsel fqr ~ COnSh~uCtion lien cla~rna~nt,
Sfi.izictfor~n Tntem~txonal, who spoke on behalf ofa numbea~ of such lien claimants, made a simila~~
511~t1115}lfJl"i, conteildirig that the construction Ixen G1aYmants required 1p days to c~~termin~
vsrh+~ther they should mal..e sut~missions on the relationship between their lien claims And any
su~~er-priority charge granted under the CCAA..

[S3] I did not grant the adjournment requested by the mortgagee end cansti~zction lien
claimants for the follo~~itig reasons. First, the fats in. Xnt~~'~ex'c~vere quite different from those iri
the present case, involving as they did consaderatians of what fiduciary duty a debtor con7pany
owed to pensioners iri res~aeGt off' ut~~ierfunded pension liabilities, I think caution must be
exercisec-i before e~.ten~ing the holding of Inc~alex concerning CCAA-authorized .priority cY~arges
to rather situatirans, such as the one before me, ~cvhict~ do not involve claims involving pension
deficiencies, but clacros by snore "oLd~n~ry" secured creditors, such as mortgagees a~Yd
canstllietion lien c~aitnants,

[S4] Secand, T ha~va same difficulty seeing ha~ca constitutican~l isst~~s of paramountcy arise in
ira. a C'C.~A pr~ceedin~ as between claims tp the debtor's propei~t~ by secured ci~ditors, such as
mortg~~ees acid construction lien claimants, end persons granted asuper-p~iax~ty charge 6y caui~t
order antler sectitans 1 ~ .51 end L 1.52 of the CCfL4, At the risk of g~•~ss over-simplification,
t-:anadian ~c~nstitutiont~r law places the issue of priariti~s of secured creditors ixi different
~~~i$~f1C1'l+~ l~alln~vi~ks dependYng pn the health of the debtor company. 'When a camp~r~y~ is
healthy, secured credit~ir p~ioaitiss usually ~•e determined under prU~anCial l~ti'vs, such as
personal prope►~ty security Iegisl~.tion and related skatut~s, r~hi~h result firm pi~avincial
le~islaiu.r~s e~erGising their powers with respect td "pr~~erty ~r~c~ ~iwil t~irhts in the ~ro~vine~".;7
:E-~c7~we~ver, when a company gets sick - beCpmeS an501~V~At - 011r C'onsl~tution vests ui P~tli~men~t
t ae power to craft Ehc le~~islr~ti~ve regimes r~vhich will govern in those circumstances. ~~+~rc~sin~
its pr~~uver in r~s,~ect of "bankruptc~~ and insolvency",~$ T'atli~m~~nt his established legal
framewcarks under file BIA end CCAA to admit~istea~ sacl~ cotnp~nies. Priority detei7nii~atir ns
under the C~'G`AA draw an thc~s~ set out s~. the BIA, ~s r~rell as the provisions of the CC,'A.~4 dealing
with specific claims such ~s Cra~cvn trusts and ot~~er claims.

[SS] ~.s it h~$ e~vt~a~~~d ~~c>et~ the ~eai~s the constitutional doct~•ine of pararriountc~ poY4ces the
o~>erlappirig ef~'ects of valid federal and provincial legislation; "The doctrine applies not only to
cases in which the provi►icial legislature has Xe~isl~ted purst~~nt to its ancillary ~~awer to t~~ench
on an aria of federal jurifidictibn, b'uf also to situations in which the provincial legislature acts
wvithin its ~~i~im~r~ powers, and Parliamexit pursuant to its ancillary pavve;rs."ig Since 19 (1 t~►~

y7 C'o~~srrr,~r~otr.4c~, 1867, s, 92 ¶13,
~~Ibid,, s. ~1 ~2t.
i~ C:astadlirrr if~~steri~ 13rtnk ~. rtTGer~'a, (2Qtl7j 2 S.G.R. 3, pare. 5~.
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Supa•eme Cat~~t of Caxiada has travelled a "path of judicial restraint in questions a~'
pt~r~n74untcy".2~' That C~a~irf has not been prepared to presume that, by legislating in respect of a
matter, ~'~liament intended to rule out any pcassibl~ provit►cial action in respect of that subject,21
unless (end it is a bi,~ "unless''), pa~~liament used very clear st~tutQ~ry le~nguage to that effect 22

[Sh] I ha~re found that the Applicat~Cs hive entered tip world of the sick, or the insolvent, end
rare eligible for the prt►tectian of the federal CCA~9., The fedexai legislation expressly brings
mort~a~;ees ~nci CDIIStClICtIOri ~iCri CIalrilailiS l~'V1tI1111 lt5 LC~ITTIC — ~8 defitution of "secured
creditor°' et~ntained in sectipn 2 pf tk~e G"Gt~. specifically includes "~ ~olt~er of a mortgage" anti
"t~ holder cif a , ..lien. , , on o~- ~gt~inst. , .all or any of the property raf a debtor company as se4ur[ty
for indebtedn~s~ c~~' the t~~k~tor coinp~ny". Thy federal Cegisl~tion also e~cpressly ~t~tho~~izes a
court to grant prit~rity to ad~~ninistration and ~eS'c0 charges aver the claims of such secured
cx•ed~tors ~f the debto~~,z~ Yn light of those express provisions in sections 2, 11.5 Y and X 1,52 of
tkie CCAA, acid rn~ ~trtding t~~~t the Applicants ace eligible ~4~• the ~intecti~n affea•ed b~' the
C;`Cr~,q, Y h~ci great dif~icutty undzrsCans~in~ ~c~rh~t ~r~pment could be advanced b~ the mortgagees
ar~~l ~~nstrucCioii lien claimants about tlYe cancu~zent operati~z~ of provincial and fedora! 1a~uv
vc~hich would relieve ~hen~ ~i•~izn the priority cha~•g~ prQ~v~isians of the CC~4A. T t~terefore did not
see any practical need fug ~tY ~djotai7un~nt.

[5?~ ~t~lI1~II3~, sections 1 I.Sl(1) and 11.52(1) of the ~'C~1 both require that notice b~ given to
secured cr~c~itors ~,vlia are likely to ~e aft'ected by an administ~~atian qr 1~8cp Charge befoze a
couz't grants such c~iarges, Tn the present case I vas satisfied t1t~t st~eh notice had been ~i~ve~l.
Weis the notice adegu~te in the cir~curnstances7 T concluded that it was. "~o repeat, making due
allotiva.nc~ far the uuriniited creativity ~f lar~ryers, I htt~ve difficulty s~eirig r~Y~at concurrent
oper~tian ~rgtament could be advanced hsY mortgAgee and const~v.ctiQn ~i~ta claims Kgainst eourt~
c~raered super-priority ch~t•ges under sectioixs 11.51 acid 11,52 a~the CC~1, Second, as rep~i~ted
by the pxopc~setl Monitor, the quant~~m of fhe pz•ior~ity~ charges ($1.25 million) is xeason~ble in
conn~~rison ~c~nth tale amount Awing to mortgagees ($176 miIlion~ anfl the mortgages appeared to
be well co~lat~raliz~d bt~~ed on a'varlable information. "ihud, the AppCiC~~nt and Monitor will
dev~Iop an allacafian methodology for the priority ~char~~es ft~r I~tcr conside~~ation ~y t.lus Ccyu~~.
The ~ropnsed Monitor reported:

It is the Pra~aosed Monitor's vi~~u that the allt~cation o£ the proposed priority ~ha~~g~s
should be carried out ~n an equitable and proportionate b~~is which i'ecagnizcs the
separate interests of t~.e stal~eholders of each of fhe entities.

T1i~ se.cur~d creciitoz~s ti~vill be able to make su6mission~ on ~n~ pz~aposed allocation of the ~riarity
ch~x~ges. Finally, while X understand why the secut~ed creditors arc focusing on their s~~Ci~ic
interests, it must be reaallec~ that the ~,r~p~•1~ ~eG~ur~c~ b~ the priority charges will be p~a~~'grm~d ~c~r

20 Xto~l:n~~n~•, Bensar~ &Hedges Inc, v. Saskrrtche~vn,~, [x,045] 1 S.C.R, ] $$, p~~ra. 21
~j C'crrtadiar~ 64`ecter►~ Brrrlk, supra., Para. 74.
1~ ~uthnrpns, s~~~r~., par3, 21.
2' ~'~'A:.~1$s, 11.51(2) anc~ 11.52(2),
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the benefit of all cr~clitors off' the Applicants, ino[utling the mni~tgage~s and construc~ian lien
claittlants, All creclitc~xs will benefit from an oxderly winding-up of the aff~ii~s ofthe Applicants.

[58] rn the ~~vent tli~t I a~n incanect that no par~r~ountcy issue arises an this casein respect of
the priority charges, I echo the statements made by N~oraw~tz J. in Timminco Y which X
1'ep~•~t1t~~~ci vl ~arag~•ap~i 49 ab~~~. In 1ndalex the Count o~ Appe~1 accepted that "the CGAA
judge can t1~a~~ ~n o~~der panting a super~p~~igrity' charge that has the effect of aveiriding
provincial aegislr~tton" ~4 T find that it is bath necessary and appropxa~te to grant super• priority to
both the Administration end b&O Charges in order to insure that the objectives of the CC.4.4 ire
z~oC fiustrated.

[591 Far those masons I dtd not g~~r►t the adjournt~e:~t r~gt~ested by Micll~nd ~a~n end the
constnietion lien c~uim~nts, concluding that they hid been given adequ~t~ Notice in the
circumstances, and I granted. the requested Administ~•ation and ]7&Q Cfiarges.

VII, Other matters

[~t7~ At the heariz~~ cai~r~sel fQx one o~"the con~tructian lien ~laima~ts sat~glYt confirmation that
by ~rtt►itin~ file Initial C)rc~eX~ ~ c+~nstruc~ion lien claimant 'uvht~ hack issued, but not set^ved, a
stater~~ec~t ~f claim prior to the granting of the order wo~atd not be prevented firm serving t ie
st~t~met~fi of cl~rrn on the Applicants, CaY~nsel for the Applicants confirmed that such statements
~~~' china cotilci be served pn it.

[6 ~ ] At tl~e ~iearizxg t~~e App1lCArifS Stlbm~tted a ~uotli~ed fp1'm of the model Tnitia! Qzder.
C~:►~t;~ir~ amendments r~'e~'~ proposed during the hc;~ring; the pturties had an oppoi~tw~it~' to m~Ice
submissions U~. the pz•opc~sed amendments.

'V'YYI. Sumw~ry

(62] ~'rar the #'oregoui~ reasoY~s Y was satisfied that it ~v~s appropriate tc~ ~~ant the CAA. Initial
()rc~~r in the ~nrm request~ci. Y signed the Initial Qrder ax 4:0$ p.m, ~~T on. "~hu~~st~a~r, Febzuayy
23, 2012.

D. ivl. gown .

Date: Feb[~u~ry 2~i, 2012

''' .trrrlal~,~c, supra., pars. 17f,.
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THIS IS EXHIBIT "D" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

~a~rick Joseph MacDonaid, a Commissioner, ¢~c,,

Province of Ontario, while a Studetlt-ai LaW.

~cpires Aprll 6,2014»
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THE 1-tONOURABLE MR. ) THURSDAY, THE 2gtn

JUSTICE COL1N L. CAMPBELL ) DAY O~ JUNE, 2(112

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

AND iN TN1E MATTER OF A P~.AN OF CQMPROMISE OR ARRANGE~ViENT
OF First Leaside Wealth Management Inc., First Leaside Finance Inc., First
Leaside Securities (nc., ~'L Securi#ies inc., first l.easide Management Inc.,
First Leaside Accounting and lax Services 1t~c., First Leaside Holdings
lnc., 2086056 Ontario Inc., First Leaside Realty tnc., First Leaside Capital
Inc., First L~aside Realty ~i Inc., first L.easide Investments Inc., 965010
Ontario lnc., 9045517 Ontario (nc., 'i424919 Ontario Inc., 1431628 Ontario
Inc., '1056971 Ors#aria lnc., 1378095 Ontario lnc., 14 7290 Ontario Ltd.,
1244428 Ontario Ltd., PresfonOne Deve(op~ent (Canada) Inc,, Prestc~nTwo
Development (Canada] Inc., Pres#onThree Development (Canada) lnc.,
PrestonFour Development {Ganadaj Inc., 208$543 Ontario Inc., 2088544
Qnfiario (nc., 208854 Ontario inc., 1331607 Ontario Inc., Queenston Manor
General Partner Inc., 14n8927 Ontario Ltd., 2107738 Ontario Inc., 1418361
Ontario Ltd., 2'128054 Ontario Inc., 2069212 Ontario lnc., '1'!32413 Ontario
Inc., 20717'1 Ontario Inc., 2085306 Ontario Inc., 209035 Ontario .Inc.,
2086218 Ontario Inc., 2085438 Ontario Inc,, First Leaside Visions
Management Inc,y 'f049U15 Ontario Inc., 1049016 Ontario Inc., 2007804
U~~tariQ fnc., 2Q79418 Ontario Inc., FL Research Management tnc,, 970877
~Jntario Inc., 103'i628 Ontario Inc., 1045516 Ontario Inc,, 2004516 Ontario
l~t~.x 2'192341 Ontario Inc., and First Leaside Fund Management Inc.

4RD~~t
(Second Exter~sian of Stay period)

THIS MOTION, made by the Applicants for an order, among other tt~i~igs,

extending the Stay Period to ~3c#aber 26, 2012, was heard this day at tine Court Hause,

33{? t:lnivers fy Avenue, T~ron#o, flntaria.
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ON READING the notice of motion dated June 19, 2012, the affidavit of Gregory

MacLeod sworn June 19, 2012 ("Macleod Affidavit"), and the third report to the court

~f Grant Thornton Limited dated June 22, 2012 (the "Third Report"), in its capacity ~s

court appointed monitor ("Monitor") of the Applicants and the limited partnerships listed

on Schedule "A" i~ereto (the "Included LPs") (collectively, "First Leaside"), and upon

hearing the submissions of counsel for First Leaside, the Moni#or, Fraser Milner

Casgrain LLP, in its capaci#y as Court-appointed representative counsel fior the clients

of Applicant First Leaside Securities Inc. {"Represen#ative Counsel"), and- counsek for

Wimberly Fund, and The First Leaside Fund, no one else appearing, although served

as indicated by the Affidavits of Service of Patricia Hoogenband sworn June 22, 20 2

and John N. Birch sworn June 27, 2012.

SERVICE

1. THIS COURT ORDERS that the time for the service of the notice of

motion and motion record herein be validated and abridged, any further service ofi this

motion record is dispensed with, and this motion is validly returnable today.

EXTENSION OF STAY PERIOD

2. THlS COURT ORDERS that the "Stay Period" as defined at paragraph 19

of the order of the Honourable Mr. Justice David M. Brawn dafed February 23, 2p12.

(the "Initial Order") be and is hereby extended to October 26, 2Q12.

Legal * 77 i (1591.5
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THIRD-RANKING INTER-COMPANY CHARGE

3. THIS COURT ORDERS that the Initial Order is hereby amended, Hunt pro

tunc, to add a new paragraph 49A that states as fallaws:

49A. THIS COURT ORDERS fihat to the extent that (i) an
Applicant or Included LP (a "Borrower") receives an infer-
company loan or ether #ransfer (a "Transfer"~ firom another
Appl"scant or Included LP (a °Lender") on or after February
23, 2012, or (ii) on a final alloca#ion by the Court of
administration costs, certain of the administration costs of an
Applicant or Included LP (also a "Borrower" for the purposes
of this paragraph) secured. by the Administration Charge
have been paid by another Applicant or Included LP (also a
"L,ender" far the purposes of this paragraph) (a "Reallocated
Cosy'}, then, subject to the IimitatiQns set forth in this
paragraph:

(a) the Lender shall have a proven and valid claim against
such Borrower for the amount of such Transfer or
Reallocated Cost (each, an "Inter-Company Claim"); and

(b) the Lender shall be entitled to the benefif of and is
hereby granted a charge (collectively, the "Inter-
Company Charge") on the Property, which charge shall
not exceed the aggregate amount of such Lender's Inter-
Company Claim, as security far tMe Inter-Company Claim.

The Inter-Company Charge shall have the priority set out in
paragraphs 50 and 52 hereof.

4. THIS COURT ORDERS that the Initial Order is hereby amended, Hunt pra

tunc, to add a new paragraph 49B that states as follows:

49B. THIS COURT ORDERS that pending further order of
this Court, a Lender shall not exercise any right or remedy
relating to any inter-Company Claim held by such Lender.

5. ?HIS COURT ORDERS that paragraph 50 of the Initial Order is hereby

replaced, Hunt pro tunc, with the following:

l.egel*771U~9t.5



50. THIS COURT ORDERS that the priorities of the
Directors' Charge, the Administration Charge and the Inter-
Company Charge, as between them, shall be as follows:

Fist -~ Administration Charge (to #h~ maximum amount ofi
$1,000,000);

Second - Directors' Charge (ta the maximum amount of
$250,000); and

Third - ]nter-Company Charge (to the maximum amount
of aggregate Inter-Company Claims).

6. THIS COURT ORDERS that the first cause in paragraph 51 of the Initial

Order is hereby replaced, nuns pra tune, with the following:

51. THIS COURT ORDERS that the filing, registration or
perfection of the Directors' Charge, Administration Charge or
Inter-Company Charge (collectively, the "Charges") shall not
be required...

7. THIS COURT ORDERS that the first clause in paragraph 52 of the Initial

Order is hereby replaced, nunc pro tunc, with the following:

a2. THIS COURT ORDER5 the each of the Directors'
Charge, Administration Charge and Inter-Company Charge
{al! as constituted and defined herein) shall constitute a
charge on the Property and such Charges shall rank in
priority to all. other security interests...

8. THIS COURT ORDERS that paragraph 53 of the Initial Order is hereby

replaced, nunc pro tunc, with the fallowing:

53. TH1S COURT ORDERS that except as a#herwise
expressly provided for herein, or as may be approved by this
Court, First Leaside shall not grant any Encumbrances over
any Property that rank in priority to, or pari passu with, any of
the Directors' Charge, Administrafiion Charge or the Inter-
Company Charge, unless First Leaside also obtains the prior
written consent of the Moni#or and the beneficiaries of the

Leal*7710591.5
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Directors' Charge, Administration Charge and Inter-Company
Charge and further Order of this court.

9. THIS COURT (JI~DERS That the first clause ire paragraph 54 of the Ini#ial

Order is hereby replaced, r►u~ic pro tune, with the f`otlowing:

5~. TH(S COt~RT ORDERS that the ~irec#ors° Charge, the
Administration Charge and the Inter-Company Charge shall
not be rendered invalid or unenforceable...

AMENDMEtVT OF SCHEI3U~E ~A'

'1 t7. THIS C4C~R?' ORDERS tha# Schedule "A'; to the tnitia~ girder is hereby

amended, nunc pro tune, by deleting it in its entirety and replacing it with the entities

listed in Column B of Schedule "A" to this Order.

APPROVAL IJF THE COMMUNICATIONS. PROTOCOL

11. THlS CUURT QR~ERS that the "C€~mmunications Protocol (Re Pc~tentia

Asst Transactions)" dated as of May 24, 201.2, and made between G.S. Mac~.eoc~

Associates Inc., ire its rapacity as the Chief- Restructur ~t Off. ices {"CRO"~ of First:

Leaside, the Monitor, Representative Counsel, and certain other investors who are

clients ~f First. Leaside Securities tnc. .and have agreed to fiorm a Transaction

Subcommittee (as defined in the Macleod Affidavit), is hereby approved nunc pry tunc.

APPROVAL OF THE RETENTION OF GTC~1

12, THtS COURT ORDERS that the agreement be#wean First L~aside

Retirement Residences Limited Partnership ("FLRR"), First Leaside Realty IE Inc., First

Leaside 'Wealth Management Inc., First Leas de Universal Limited Partnership, First.
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Leaside Progressive Limited Partnership, F.L. PrimeTime Lining Limited Partnership

and FL1NM Holdings Limi#ed Partnership on the one hand, and Grant Thornton

Corparat~ Finance Inc. (°GTCFI") on the other hand, pursuant to which GTC~I will act.

as exclusive financial advisor in connection with the proposed sale, merger,

consalic~ation or other business combination of FLRR's interest in PrimeTime Living LP

Limited Partnership and the real property assets owned by Cherry Park Retirement

Residence LP, Orchard Valley Retiremen# Residence LP, The Shore Retirement

Residence LP and First Leaside Venture LP is hereby approved nunc pro tune.

AMENDMENT OF REPRESENTATIVE COUNSEL PROVISIONS

13. THIS COURT ORDERS that paragraph 42 of the Initial Order is hereby

replaced with the following:

42. THIS COURT ORDERS that Fraser Milner Casgrain
LLP (`Representative Counsel") is appointed as
representative counsel in these proceedings to represent fihe
interesfis of cl en#s of FI.SI (the "Clients"), and to assist the
C{ients with the #fling of claims with the Canadian Investor
Protection Fund ("CIPF"), and fihe coordination of the CIPF
claims process with any future claims process that may be
conducfiad in the within proceedings. This representation will
continue unless and until written notice is provided by a
particular Client to Representative Counsel that such Client
does not wish to be represented by Representative Counsel.

14. THIS COURT ORDERS that paragraph ~4 of the Initial Order is hereby

replac~c# with fihe following:

44. THIS COURT ORDERS that Representative Counsel
shall be paid its reasonab{e flees and disbursements by First
Leaside. Representative Counsel shall be paid by First
Leaside in a #imely manner for fulfilling its manda#e in
accordance with this Order, upon fihe provision of invoices to
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First Leaside, subject to such redactions to the invoices as
are necessary to maintain solicitor-client privilege between
Representative Counsel and the Clients.

15. THiS COURT ORDERS that the Initial Order is amended to add a new

paragraph 44A that states as fa(lows:

44A. THIS COURT URDERS that Representative Counsel
shat{ pass its accounts from time to time, and for #his
purpose the accounts of the Representative Counsel are
hereby referred to a judge of the Commercial List of the
Ontario Superior Court of Justice.

APPROVAL OF VISIONS 11 OWNERSHIP INTEREST

1~. THIS COURT ORDERS that the proposed restructuring. of the interest of

First Leaside Visions II ("Visions II"j in eSight Corp. as described in paragraph 93 of the

MacLeod Affidavi# (the "Visions II Restructuring") is hereby approved and the CRS is

hereby authorized and directed to tike such steps and execute such do~umen#s in the

name of Visions II as are necessary to carry out the Visions II Restructuring.

APPROVAL OF CRO ACTIVITIES

1 ~. THIS COURT ORDERS that the conduct anti activities of the CRQ, as

descrik~ed in the MacLeod Affidavit, be and are hereby approved.

APPROVAL O~ MONITOR'S ACTIVITIES

18. THiS COURT URDERS that the conduct and activi#ies of the Monitor, as

described in the Third Rspo~t, be and are hereby approved..

19. THIS CQURT aRDERS that, despite the provisions of paragraphs 3

through 9 herein, the Inter-Company Charge shall not apply to F.L. Master Texas, Ltd.,

Legal*7710591.8
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Q.L.W. Pond Master, Ltd., or F.L.W. Shores Master, Ltd. (collectively, the °Excluded

LPs"} provided, however, that First Leaside may later seek to extend the Inter-Company

Charge to the Excluded LPs by motion brought on notice fo Wimberly Fund and The

First Leaside Fund.

20. THIS COURT ORDERS that the e~ensian cif the Shay Period in paragraph

2 herein is without prejudice to the right of Wimberly Fund and The First Leasid~ Fund

#o bring a motion to lift the stay in respect of the Excluded LPs..

~N~'~(~~:f~ AT 1 iNSCR17 A TOHOiUTO

CN / ~30{3K NO:
LE / QANS LE ~EC~iSTR~ NC3.~.

JuN z ~$ 70~~
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~CME~ULE "A": CORR~CTIUN O~ NAME'S ~~ INCLUDED LPs

Cotumn A►s NAME ON INiTIA! COEJft'f ORDER Gotumn B.~EVISED LEGAL NAME

S&W LF~ ~&W Limited Partnership

Development Notes Limited ~arCnerships Ue~relopment Notes Limited Partnership___
Dpss erview L~'

~_ —
Dossierview Limited Partnership

' e5ight I.P' ~Si~ht Limited Partnership

F. L: 8~verages Group Limited partnership F:L. Beverages Group limited Partnership*
----
First Leaside Acquisitions 2~Ot? LP Fit'st Leas de Acquisitions 200 Limited Partnership

First ieasid~; Acquisitions ~.P First Leasde Acquisitions Limited Partnership

First L.easide Advantage LP First Leaside Advantage Limited Partnership.

fiirst Leaside [)evelapments lP First Leaside Developments Limited Partnership

First Leaside Elite l,~ First Leaside Elite. Limited Partnership

First Leaside Enterprises LP first L:easide Enterprises Limited Partnership

First Leaside Entities LP First Leaside Ent+ties. Limited Partnership

fiirst Leaside expansion Lp First Leaside Fxpar~s[on Limited ParCnersh p

• First Leasde Giabal Limited Partnets~p
• first Leaside Giobal l.P

First L€aside Global Limited' Partnership

First l~easide Growth LP._. First i.easide Growth Limited Partnership

First Leaside ~ncorrre LP First Leaside income t~imited Partnership—...__
First Leaside Investors LP First Leaside Investors Limited Partnership

___
First Leaside Operatians tP First Leaside operations limited partnership

first l~easrde dpportunities LP First Leaside Opportunities Limited Partnership

.Firs# Leaside Optimal LA First Leaside Optimal Limited Parkr~ershp

First l.easide Partners LF Firs# Leaside Partners Limited Parknet~s}~p

first E:easide Preferred LP First 1:easide :Preferred i.irnited Partnership

First l:easide Premier Lf~ First Leaside Premier Limiter( Partnership

First LEaside Progressive LP first Leaside Progressive Limited Partneeship __
First Leasic}e Properties LP Firsfi Leaside Properties Limited Partnership

First Leaside Quality 4A First Leaside Quality Limited Partnership

First Leasid`e Real Estate !P First Leaside Reat Estate E.irnited Partnership

First teaside Realty 1i LP First Leaside Realty 11 Limited Partnership

first Leaside Realty LP First Leaside Realty limited Partnership~..~
• First Leaside Retirement Residences Limited

Partnership
• First Leaside Re#iremenk Residences LP
• F.L. Retirement Residences limited

Partnership

First Leaside Re#irement Residences Limoted

Partnership

..M_
First Leaside 5eiect LP First l.ea5 de Select Limited' Partnership

First Leasid:~ Spring Vafiey LP F.l.. Spring Valley Limited ~a~tnership

First i.easide Superior LP First Leaside Supertar Lirmted partnership

First Leaside 7eChnc~logies E~ First 'Leas de Technologies E.irnit~d Rartnershrp

].egt~l*7'1 10591',5
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First Leaside Ultimate LP First Leaside Ultimate limited Partnership

First leaside Unity LP First Leaside Unity :Limited: Partnership

First Leaside Universal LP Firsfi Leaside Universa{ Limited Partnership

• first Leaside Venture Limited Partnership
• First Leas de Ventures limited Pertnership

First Leaside Venture Limited Partnership
_____

First Leaside Visions I LP First Leaside Visions I Limited Partnership _.
First l:easide Visions ~i l.P First lPaside Visions !I Limited Rartnership

First l.easide Visions 11t LP First Leaside Visions III Limited Partnership

First Leaside Visions IV lP first Le~side Visions IV Lim±ted Partnership

First Leaside Wealth Ntanagement LP---.___.. First Leaside Weal#h Management Limited Partnership._ ...............—.._...____r.—
FL Master Texas :Ltd.

___._____—_~....._.._.._..._...—.......__...~___
F.L. Master Texas, Ltd.

FLW Mond Master Ltd. Q.L.W. Pond Master, Ltd.

fLW Shores Master Ltd`. F.L.W. Shores Master, Ltd,

FtWM Holdings Limited Partnership ~LWM Holdings Limited Partnership*

Greencore LP Greencare Limited Partnership

Marksman Celiject LP Marksman Celiject Limited Partnership

Metabacus LP_. _. Metabacus Limited Partnership__
Miil Street Limited Partnership Mill Street Limited Partnership*

I Old Mill Pond LP Old Mill Pond Apartments Limited i~artnership _...._..
OMISA LP OMISA Limited Partnership_T_.__
P{ace Concorde East LP

.r~._.. _
Place Concorde East limited- Partnership

PJace Concorde West !.P Place Concorde West Limited Partnership

Preston Racquet Club Real Estate Limited'
Partnership Ser es'910 PA

Prestos Racquet Club Real Estate limited Partnership

Series X10 PA

Preston Racquet Club Meal Estate Limited'
Partnership Series 910 P8

Preston. Racquet Glub Real. Estate Limited Partnership

Series 91Q PB

Preston Racquet Club Real Estate Limited'
Partnership Series 910 PC

Preston Racquet Club lea! Estate Limited Partnership

Series 910 PC _._
Preston Racquet Club Real Estate Limited.
Partnership Series 910 PD

Preston. Racquet £Iwb Real Estate Limited Partnership

Series 910 PD

Queenston Manor LP Queenston Manor Limited Partnership

Special Notes LP Special Notes Limited Partnership

Special U.S. Notes Limited Partnership Special U.S. Notes limited Partnership

The Bluffs of Lakewood i.P The Bluffs of Lakewood. Limited Partnership

The Shores LP The Shores limfied Partnership 

~Tyrnmer LP ~ Tyromer Limited Partnership __

Uxbridge Development LP Uxbridge Development Limited Partnership

Wimberly Apartments i,P Wimberly Apartments Limited Partnership

Note;. *indicates: that the correct legal nFUne was previously provided end tlxe entity name has

not changed from Column A to Column B

Legal"77 0591.5



I1

EN T
H
E
 M
A
T
T
E
R
 O
F
 T
H
E
 C
O
M
P
A
N
I
E
S
'
 CR
E
L
7/
T
O
R
S
 A
R
R
A
~
f
V
G
E
M
F
N
T
 A
C
T
,
 

Court Fife No: 
C
V
-12-9

6
1
7-
O
O
C
L

R.S.C. 1985, c. C
-36, A

S
 A
M
E
N
D
E
D

A
N
~
3
 IN T

H
E
 M
A
T
T
E
R
 O
F
 A
 P
L
A
N
 O
~
 C
O
M
P
R
O
M
I
S
E
 O
R
 A
R
R
A
N
G
E
M
E
N
T
 O
F

First seaside Weatth M
a
n
a
g
e
m
e
n
t
 Inc. st al

O
N
T
A
R
I
O

S
U
P
E
R
E
~
R
 C
O
U
R
T
 C)F J

U
S
T
I
C
E

C
o
m
m
e
r
c
i
a
l
 Lis #}

Proceeding c
o
m
m
e
n
c
e
d
 at Toronto

O
R
D
E
R

(Seconc! Extension of Stay Period}

Cassels B
r
o
c
k
 8~ Blackwell LL.P

2
0
0
 Scotia P[aza

4
0
 King Street W

e
s
t

Toronto, Ontario 
M
5
H
 3
C
2

John N. Birch 
L
S
U
C
 #: 3

8
9
S
8
U

Tel: 
4~ 6.86Q.5225

Fax: 
416.64Q.30~7

jbirch@casselsbrock.com

David S. W
a
r
d
 
L
S
U
C
#: 33541 W

Tel: 4
1
6
.
8
6
.
5
9
6
0

Fax: 416.360.3154
dward

@casseisbrock.com

Lawyers for the Applicants

Lc~aat*7710591.5



THIS IS EXHIBIT "E" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

Patrick Joseph MacDonald, a Commissioner, etc.,

province of Ontario, while aStudent-at-Law.

~fxpires April 6, 2014.
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ADDITIONAL FIRST LEASIDE CANADIAN PROPERTIES LISTED FOR SALE

PROPERTY FIRST LEASIDE LP THAT
OWNS THE PROPERTY

LIST PRICE

164 Cemetery Road, Uxbridge First Leaside Progressive LP $2,700,000

62 Mill Street, Uxbridge First Leaside Investors LP $1,600,000

168 Brock Street, Uxbridge First Leaside Expansion LP $1,500,000

4 Victoria Street, Uxbridge First Leaside Expansion LP $1,500,000

123 Erie Street, Wheatly First Leaside Unity LP $ 450,000

Legal'7676704.2



THIS IS EXHIBIT "F" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

PaMckJosepfl MacDonald, a Commissioner, etc.,
Province of Otttario,while aStudent-at-Law.
Expires APrQ 6, 2014.
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Figu~

DevelopmenE ',
~ CherryPc~rk O~~chardVfliley Shores

Pr~~~rty ~' Retiremo~~t F2etirffment Rt~U~eme~it '
391 FliaXis F~nrk

~ Rosidei~ce Resicie~~c~ F~es.icfgiice Syr. ~
i (poniictoi}) tVornott) (Kamloops) (Vamc~np e

~~ t~iRS~C(IQI1f~.99L'f9

5atlrce: Partnership D~Sanxgensent
Note: T'lie S(iares Retirement Reaidenre is~clu~ie~ il~c developnirs~t l:uid c~cilac«it to du 1'ncilik}t:
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THIS IS EXHIBIT "G" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

C mmis loner for Taking Affidavits, Etc.

IPatrickJoseph MacDonald, a Commissioner, e#c.,
Province of Otdario, wtule aStudent-af-Law.
~esAP~8,2~14
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THIS IS EXHIBIT "H" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

~pa~ickJesepfi Ma~DenaTd, a CommissTener, etc„
ProvinCe of Orihario, while a Student-at-Law.
~xplres Apra 6,2014.
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CONSTRUCTION AND BUILDING LIENS FOR THE B.C. PROPERTIES

Construction and Building Lien Description Construction Lien Claimants)

A. As to Orchard Valley Retirement
Residences:

Legal Description:
PID: 015-305-775
Lot A, District Lot 72, Osoyoos
Division Yale District, Plan 42205

(a) Okanagan Sundeck Centre Ltd.
(a) Claim of Builders Lien CA2390138

(b) Claim of Builders Lien CA2394578
fib) Gienow Windoor Ltd.

(c) Claim of Builders Lien CA2433061 (c) Scuka Enterprises Ltd.

B. As to Cherry Park Retirement Residence:

Legal Description:
PID: 016-044-355
Lot A, District Lot 4, Group 7,
Similkameen Division Yale (Formerly
Yale-Lytton) District, Plan 43044

(a) Claim of Builders Lien CA2394579 (a) Gienow Windoor Ltd.

(b) Claim of Builders Lien CA2433060 fib) Scuka Enterprises Ltd.

C. As to the Shores Retirement Residence:

Legal Description:
PI D: 017-700-892
Lot A, District Lot 256, Kamloops
Division Yale District, Plan
KAP46785

(a) Claim of Builders Lien CA2433059 (a) Scuka Enterprises Ltd.

D. As to Lot 5:

Legal Description:
PI D: 012-463-124
West Half Lot 5, Block 1, Section 14,
Township 1, New Westminster
District, Plan 2015

(a) Claim of Builders Lien BB1496108 (a) Vector Engineering Services Ltd.
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Construction and Building Lien Description Construction Lien Claimant{s)

E. As to Lot 6:

Legal Description:
PID: 012-463-159
Parcel "A" (Explanatory Plan 12913)
Lot 6, Block 1, Section 14, Township
1, New Westminster District, Plan
2015

(a) Claim of Builders Lien BB1496110 (a) Vector Engineering Services Ltd.

F. As to Lot 206:

Legal Description:
PID: 005-502-128
Lot 206, Section 14, Township 1,
New Westminster District, Plan
56570

(a) Claim of Builders Lien 661496109 (a) Vector Engineering Services Ltd.
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THIS IS EXHIBIT "I" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

Patrick Joseph MacDonald, a CommTssTon~r~ ¢~,
province of Orrhario, while aStudent-at-Law.
Expires April 6, 2014.
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Court File No. CV-12-9617-OOCL

ONTARI D
SUPERiQR COURT OF JUSTICE

(Commercial List)

IN THE tV'IATTEF2 OF THE COMPANIES' CREDfTORS ARRAN'G~MENT
ACT, R.S,C. 1985, C. C-36, AS AMENDEQ

THE ~H~N(~UR~IBLE ) THURSDAY, THE 23RD,: , ; , ~

~~JUS;i';t~~E,', ; ~t.. ̀  t:;'jl ~~ '~ -~G.`~ , DAY OF AUGUST, 212

ANd`'I~i',TI=~E"MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF First
Leaside Wealth Management Inc., First Leasid~ Finance inc.s First Leaside
Securities Inc., FL Secur[ties Inc., First Leaside Management Inc., First Leaside
Accounting and lax Services Inc , First Leaside Holdings {nc., 2086056 On#ario
lnc., First Leaside Realty inc., F'srsfi Leaside Capital Inc., First Leasid~ Realty II
Inc., First Leaside Investments Inc., 96501Q Ontario Inc., 1045517 Ontario Inc,,
1Q24919 Onfario Inc,, 1039628 Ontario Inc., 1056971 Ontario Inc., '1376095 On#ario
Inc., 1437290 Ontario Ltd., 1244428 Ontario Ltd., Prestongne Deve~opmen#
(Canada) Inc., PrestonTwo Development (Canada) Inc., Pres#onThree
Development (Canada) inc., PrestonFour Development {Canada) Inc,, 2088543
Onfiario Inc., 2088544 Ontario (nc., 208$545 Ontario Inc., 7331647 Ontario Inc.,
Queenston Manor General Partner Mc., 1408927 Ontario Ltd., 2107738 Ontario
Inc., 1418361 Ontario Ltd., 2128Q54 Ontario Inc., 24692'!2 cJnfiario Inc., 1132413
Ontario Inc., 2067171 Ontario Inc., 20$5306 On#ario Inc., 2059Q35 Ontario Inc.,
2486218 Ontario lnc., 2g85438 Ontario Inc., First Leaside Visions Management
Inc., 1049Q15 Ontario Inc., 1049016 Qntario inc., 2Q07$04 Ontario Inc., 2019418
Ontario Inc., FL Research Management Inc., 970877 Ontario lnc,, 1Q31628 C?ntario
Inc., 1045516 Ontario Inc., 20045'16 Ontario Inc,, 2192341 Onfario Inc., and First
Leaside Fund Management Inc. ("Applicants")

ORDER

THIS MOTION, brought by the Applicants, fior approval of the sale of the

businesses carried on by First Leaside Accounting and Tax Services, and certain other

relief as described in the amended native of motion dated Augusfi 20, 2012, was hard

this day ~t 330 University Avenue, Toronto, Ontario,

~..c~~i!* 793GSZ I , a
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-2-

ON READING the amended notice of motion, the affidavit of Gregory MacLeod

sworn August 20, 2012 ("MacLeod Affidavit"), and the Fourth Report of the Monitor

ciat~d August 21,2012 ("Fourth Report of the Monitor"), and upon hearing the

submissions of ~aunsel far tree Applicants, the Monitor and R~pres~ntative Cauns~l,

1. THIS COURT ORDERS. that the time for service and filing of the notice of mofiion

and the motion record is hereby abridged and valida#ed so that the motion is properly

returnable ~aday and hereby dispenses with further service thereof.

2. THlS COURT ORDERS that the portion of this application brought by 970877

Ontario Inc. is hereby discontinued, such corporation is deleted as an applicant, and the

#itle of proceedings herein shall be ~rnended to read as follows:

Court File No. CV-12-9617-OOCL

ONTARIO
SUP~RI4R COURT O~ JUSTICE

{Commercial ~istj

IN THE IYIATTER O~ THE CQMPANIES' CREDlTOR5 ARRANGEMENT ACT, R.S.C.
1985, c. C-36, AS AMENDED

AND IN THE MATTER O~ A PLAN O~ COMPROMISE OR ARRANGEMENT OF First
Leaside Wealth IVlanagement Inc., First Leaside finance Inc., First Leaside
Securities Inc., FL Securities Inc., first Leaside Management Inc., First L.easide
Accounfiing and Tax Services Inc., First Leaside Moldings Inc., 2086056 Ontario
Inc., Firsfi Leaside Realty Inc., First L~aside Capital Mnc., First Leaside Realty fl
lnc., First Leaside Investments Inc., 965010 Ontario Inc., 1Q455'17 Ontario lnc.,
1024919 Ontario Inc., 1031628 Ontario lnc., 9056971 On#ario lnc., 1378095 Ontario
Inc., 1437'290 Ontario Ltd., 1244428 ~nfiario L.td., PrestonOne Development
tCanada) Inc., PrestonTwo Development (Canada) Inc., PrestonThree
Development (Canada) Inc., PrestonFour Development (Canada) Inc., 2g88543

t.c~~l * 793GH2 t .
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Ontario Inc., 2088544 t~ntario Inc., 2088545 antario inc., 133'16p7 (3r+tario Inc.,
Queenston Manor General Partner Inc., 14Q8927 On#ario Ltd., 2107738 Ontario
1nc., 1A18361 E~ntario Ltd., 2128054 C7ntario 1nc., 2069212. Ontario Inc., 1132413
Ontario Inc., 2067171 Ontario lnc., , 2085306 Antario Inc., 2059035 Ontario Inc.,
2086218 Ontario Inc., 208543$ Ontario lnG., first Leaside Visions Management
(nc., 9049015 Ontario Inc., 1049016 Ontario lnc., 2007804 Ontario Inc., 20'1941$
Ontario Inc., FL Research Management Inc., 1031628 Ontario Inc., 10455'16
Onfiario fnc., 20045't6 Ontario Inc., 2192341 Ontario Inc., and first Leaside Fund
Management Inc.

3. TNtS COURT ORDERS ~h~t the stay provided for in paragraph 24 of the Initial

Order be and is hereby lifted to permit First l.easide to pursue prace~dings against

David C. Phillips and Margaret Davis, who are directors of certain of the Applicants.

4. THiS CQUR7 4R~ERS that, nofiniithstand ng paragraph 4 of the Initial Order,

G.S. MacLeod &Associates lnc. in its capacity as Chief Res#ructuring C?fficer pursuant

to the Initial Order be and the same is hereby authorized and directed to execute on

behalf of First Leaside Realty If lnc. an Asset Purchase Agreement dated August 3,

2012 among 480 Metcalfe Street {Ottawa} limited Partnership, T OQ Isabella Street

(Ottawa} Limited Partnership, Redwood Retirement Residences (Ottawa) Limited

Partnership, Arnica Acquisitions Inc. and Kingsett Real Estate Growth LP No. 2 (the

"Arnica APA") and such a~her documents as may be necessary or desirable for the

completion of the trarisactian contemplated in the Arnica APA and far the conveyance of

the Purchase Assets as defined in the Arnica APA to the Purchaser (~s defined therein).

5. THlS COURT ORDERS that First Leaside Finance Inc. be and is hereby

authorized and directed to discharge the mortgage registered as Instrument No.



~ 2~,

4 - ~/"

OC12~'687~ concurrently with the closing of the transaction contemplated m the Amica~

APA~ ~ ~bv r 
3~e-c~ -1

~a~-~ ~~ 'lY~ov,~ for G c~ v~ s ~'.'r^~` S -~ c~ s. 4~c~k. ~ 1~ c,~...c.. ~r~ .

6. THfS CQURT ORDERS AND DECLARES that the transaction con#emplated in

the Amica APA is exempt from the application of the Bulk Sales Act (Ontario).

7. THIS COURT ORDERS AND DECLARES thafi First Leaside Accounting and Tax

Services Inc. ("FLAT") is hereby authorized to complete the sale of its businesses

substantially in the farm of

(i) a Term Sheefi dated August 10, 2012 and attached as Exhibit "N" to
the MacLeod Affidavit among Joanna L. Hampton Ho{dings Inc.,
McMillan Thorne & Co. Ltd., D. McCormack &Company Inc., Allan
Welsh &Company, FLAT, the Toronto-Dominion Bank, and Jim
Brander Professional Corparatian and authorizing the completion of
the transactions contemplated by such term sheet; and

(i~) a Term Sheet defied August 10, 2012 and attached as Exhibit "O" to
the MacLeod Affidavit among Jim Brander, Jim Brander
Professional Corporation, Brander Prof~ssionaf Carporatian, Smart
Books Accounting Services Inc., FI...AT, the Toronto-Dominion Bank
and Joanna L.. Hampton Holdings lnc., and authorizing the
completion of the transactions contemplated by such term shut.

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

tribunal, regulatory ar administrative body having jurisdiction in Canada or +n the United

States to give effect to fihis Order and to assis# the Receiver and its agents in carrying

out the terms of this Order. Ali courts, tribunals, regulatory and administrative bodies

are hereby respectfully requested to make s~~ch orders and to provide such assistance

to the Monitor, as an officer of this Court, as may be necessary or desirable to give

t..cg~~l"793(R2I.1
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effect to this Order ar to assist the Monitor anti its agents in carrying out the terms of

this Order.

9. THtS COURT ORDERS that the conduct of the CRO as described in the

MacLeod Affidavit be ar~d the. same is hereby approved.

1U. THiS COURT ORDERS ti~at khe conduct Qf Granf Thornton Limited, in its

capacity as Mc~nifor, ~s described in the fourth Report of the Monitor, be and the same

is hereby approved.

~ i . ~~C art S ~-e~.~ Q~""C ~ I ~L.. ~, t:.:~r,~ ~`- . ̀  9°,- ~ """8°"` ~...

~M

k. 
... ~ uhf IBS! , ;;-, ~ 1~, 'rv.:~i.~~,•.~~~;~.,

Aug ~ ~ zo~z
„'

l.eg~l!* %936821. I
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THIS IS EXHIBIT "J" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

~iPaMckJoseph MacDonald, a Cemmis~iener, c~c.,
province of fJrthario, while aStudent-at-Law.
Expires April 6, 2014.
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Court File No; CV-~2-9617-OOCL

O1V TARlO
SUPERIOR COURT OF JUSTICE

(Commercial List)

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

T~-IEa~ ~MR ) FRIDAY, THE 31ST

- ~'~
JU~`~'ICE~ ~ ~; UL~ , DAY OF AUGUST, 2092

AND 1N 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 Managemen# Inc., First Leaside
Accounting and Tax Services Inc., Fyrst Leaside Holdings Inc., 2086056 Ontario
Inc., First Leaside Realty Inc., First Leaside Capital Inc., First Leaside Realty 11
Inc., First L.easide Investments Inc., 9650.'10 On#ario Inc., 104 517 Ontario Inc.,
1fl24919 Ontario Mc., 1Q31628 Ontario Inc., 1056971 Ontario Inc., 1376095 Ontario
Inc., '1437290 Ontario Ltd., '1244428 Ontario !#d., PrestonOne Development
{Canada) Inc., PrestonTwo Development (.Canada) Inc., PrestonThree
Derrelopment (Canada) Inc., Pres#onFour Development (Canada) tnc., 208$543
Ontario Inc., 2088544 Ontario inc., 2088545 Ontario Inc., 1331807 Ontario Inc.,
Queenston Manor General Partner Inc., 1408927 Ontario Ltd., 2107738 Ontario
Inc., 9418361 Ontario Ltd., 2'128054 Ontario Inc., 206921 Ontario Inc., 1132413
Ontario Inc., 2067171 t?ntario Inc., 2085306 Ontario Inc., 2059035 Ontario Inc.,
20862'18 Ontario Inc., 2085438. Ontario 1nc., First Leasde Visions Management
inc., '!049015 Ontario Inc., ~i449016 Untario Inc., 2047804 CJntario Inc., 2019418
Ontarfo Inc., FL Research Management Inc., 970877 Ontario Inc,, 1031628 On#ario
Inc., 1 45516 Ontario Inc., 2004518 On#ario Inc., 219234'1 Ontario Inc., and .First
Leaside Fund Management Inc. ("Applicants")

ORDER

{U.S. Entities Wind-down)

THIS MOTION, brought by the Applicants, for approval of the sale ref certain

assets of the Applicants, and such other relief as described in the :amended notice of

motion dated August 20, 2Q12, was heard in part on August 23, ~0~2, with the'balance

Legel'"1975653.2
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of the relief sought adjourned on consent to be heard on August 30, 20~ 2, and then

further adjourned to a date to be coordinated with the Commercial List Office, was

heard this day at the Court House, 33Q University Avenue, Toronto, Ontario.

ON READING the amended notice of motion, the affidavit of Gregory MacLeod

sworn August 20, 2012, the affidavit of Henry Wenekamp sworn August 22, 2012, and

the Fourth Repart of tha Grant Thornton Limited, in its capacity as court appointed

monitor ("Monitor") dated August 21, 2012, and upon hearing the submissions of

counsel far the Applicants and G.S. MacLeod &Associates ("CRO"), counsel for the

Monitor, Fraser Milner Casgrairt I.LP in its capacity as court appointed' Representative

Counsel, and counsel for the trustees ("Trustees") of certain First Leaside-affiliated

investment funds, namely First Leaside Fund, 1Nimberly Fund, First. Leaside 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 meefiing of their respective trust unitholders within sixty (60)

days of the. date ofi than order for the purpose, among other things, of reporting to trust

unitholders and electing trustees of the Funds and will provide a reporting letter to the

Monitor with respec# to such meeting,

AND UPON BEING FURTHER ADVISED that this order is made on consent of

first Leaside and the Monitor and the Trustees,

1. TH1S COURT AUTHORIZES AND DIRECTS that First Leasde (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., trus#s,

I..c;al*7975GS3:2
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ar properties located or subsis#ing in the United States in which First Leas de has a

direct or indirect equity or other in#erest including, withou# limiting the generality of the

foregoing, properties held directly or indirectly by Wimberly Apartments Limited

Partnership, 2088544 Ontario lnc., 2088545 Ontario fnc., 2Q88543 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 Val{ey Mall property

municipally known as 780q-779$ 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, First Leaside is authorized to attend to the preparation and fii(ing of tax returns in

r~speet of the US Entities for the 2011 Taxation year.

3. THIS COURT ORDERS that first Leas de 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 relevant US Entity.

4~ THIS COURT ORDERS AND DIRECTS that. the CRO forthwith transfer the

funds available as at August 31, 2Q12 in the First Leaside Mortgage Fund Bank Account

at the TD Bank, 55 King Street West, Toronto, account numbered 1020-5397336 to

Torkin Manes LLP, In Trust, counsel for First Leaside Mortgage Fund.

~~. ~~..~i l.~;~. ill ~~[.

AUc~ ~ 2012

~t-+~,~r,~.

L~~,a~•~9~s~s3.2
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THIS IS EXHIBIT "K" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

ommissioner for Taking Affidavits, Etc.

iPatrickJnseph MacDonald, a Commissioner, etc.,
Y'rov3nce of 0[dario, while a Student-at-Law.
~xA1t8sA,~l x.2094



Court File No. CV-12-9617~OOCL.

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

THE HONOURABLE ) THURSDAY, THE 23RD

C ~~.
JUST,t~;~~i%a~~~--,,~ ''ir~~°~~' ~ ` ~ DAY OF AUGUST, 2412

r..
't\` 1

f ~1~._. ~ j ,~~

~,~t tN.,'fi~i~;=flI~IATfi~R 4F THE COMPANIES' CRED17"ORS ARRANCCEME'NT
AGT~~f~,sS:C,;~J985, C. c-36, AS AMENDED

_S,._
'~A~VD~,: ,I~V~~~ "~7HE MATTER OF Q PLAN (3F C4MPROMfSE OR
ARF~ANGEiIlIENT OF First Leaside VIlealth IVlanagement Inc., First
L~aside finance Inc., First Leaside Securities inc., FL Securities Inc.,
Firsfi Leaside Management inc., First seaside Accounting and Tax
Services tnc., First Leaside Holdings fnc., 2086056 Ontario Inc., First
Leaside f2ealty Inc., First Leaside Capital Inc., First Leaside Realty II
Inc., First t,easide Investments Inc., 965U10 Ontario Inc., '1045517
Ontario Inc., 10249't8 Ontario Inc., '1031628 Ontario inc,, 1058971
C?ntario Inc., 1376095 Onfiario 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.,
20885 #4 Ontario fnc., 20$$545 Ontario Inc., 133'1607 Ontario Inc.,
Queenston Manor General Partner Inc., 1408927 Ontario Ltd., 21 g7738
Ontario Inc., 1418361 Ontario Ltd., 2128054 Ontario Inc., 2069212
t~ntario Inc., 1132413 Ontario Inc., 2067171 Ontario Inc., 2U85306
fJntario lnc., 2059035 Ontario Inc.., 2086218 Ontario Inc., 2085438
Ontario Inc., Firs# Leaside Visions Management Inc., 1049015 Ontario
Ir~c., 1049016 Ontario Inc., 20078Q4 Ontario Inc., 20194'18 Ontario Inc.,
F{.. R~searc~ Management Inc., 970877 Ontario Inc., 1431fi28 Ontario
Inc., '1045516 Ontario Inc., 20045'16 Ontario Inc., 219234'1 Ontario Inc.,
and first Leaside Fund Management Inc, (the "Applicant")

VESTING ORDER
(First L.caside Growth Limited Partnership}

TI~iIS M071~7N, made by the Ap~li~ants far an Qrder approving the sale

transaction (the "Transaction") contemplated by an Agreement of Purchase and Sale

(the "Sate Agreement") between First Leaside Growth Limited Partnership by its

general p,~rtner, 2085306 4ntaria Inc. {the "Vendor"}, and Outset Media Corporation

~.eg;i~*7~~ZZ$~3. ~
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_~_

(thy °Purchaser") dated July 23, 2012 and appended as Exhibit "G" to the Affidavit of

Greg MacLeod, sworn August 2d, 2012 (the "MacLeod Affidavit"), and vesting in the

Purchaser the right, title end interest of the Vendor in and to the assets described in the

Sale Agreement (the "Purchased Assets°), was heard this day at 33Q University

Avenue, Toronto, Ontario.

ON READING the MacLeod Affidavit, the fourth report of Grant Thornton Limited, in its

capacity as court appointed monitor (the "Mor~itor") dated August 21, 2012, (the

"Report") and on hearing the submissions of counsel for the Applicants and G.S.

MacLeod &Associates Inc. (the "CRO"), fihe Monitor, Fraser Milner Casgr~in I...LP in its

capacity as Court appointed Representative Counsel, no one appearing tar any other

person on the service lisfi, although properly served as appears from the affidavits of

service of Mary Carreiro sworn August 20, 2012, filed:

1. THIS COURT (JRDERS 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 proper{y

returnable today and hereby dispenses with further service thereof.

2, THIS COURT ORDERS AND DECLARES that the Transaction is hereby

approved, and the execut'son of the Sale Agreement by the CRO is hereby authorized

and approved, with such minor amendments as the CRO may deem necessary. The

CRO is hereby authorized and directed to tike such additional steps and execute such

additional documents 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 upon the delivery of a CRO's

certificate to the Purchaser substantially in the form attached as Schedule "A" hereto

(the "CRO'S Certificate"), all of the Debtor's right, title and interest in and to the

Purchased Apse#s described in the Sale Agreement and listed on Schedule "B" hereka

shalt nest absolutely in khe Purchaser, free and clear of and from any and ail security

interests (whether contractual, statutory, or otherwise}, hypothecs, mortgages, trusts or

deemed firusts (whether contractual, 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

~.~,;~,iw ~~~zzH~~3. ~
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~~OIIE;C~iV~I}~, the "Claims") including, without limiting the generality of the foregoing: (i)

any encumbrances ar charges created by the Order of Mr. .lustice k3rown dated

February 23, 2 12; {ii} all charges, security interests or c4aims evidenced by

registrations pursuant to the Personal Praperfy Security Acf (Ontar►~) or any ofher

persona{ prap~rty registry system; and a1! of which are collectively referred to ~s fih~

"Encumbrances", which term shall not include the permitted encumbrances,

easements and restrictive covenants listed on Schedule "C" and, for great~;r certainty,

this Court orders that all of the Encumbrances affecting ar r~i~fing to the Purchased

Assets are hereby expunged and discharged as against the P~Erch~sed Assets..

4. THIS COURT ORDERS that upon the registration in the Land F~egistry Office far

the Land Titles Division of Peel (No, 43) of an Application for Vesting Order in the form

~re~cribed by the Land Titles Act and/ar the ~:~nd Regis~rati~~1 Reform Act, the Lind

f~egistrar is hereby directed to enter the Purchaser as the owner of the subject real

property identified in Schedule B hereto (the "Real Property") in fey simple,

5. THIS COURT ORDERS that for the purposes of determining the nature and

priority of Clairn~, the net proceeds from the sale of the Purchased Assets shall sfiand in

the puce anci stead of the Purchased Assets, and that from and after the delivery of the

CR~J's C~rtificat~ all Claims and. Encurnbranc~s shall attach to the net prace~ds from

the sale caf the Purchased Assets with the same- priori#y as they had with respect to the

Purchased Assets immediately prior to fhe sale, as if the Purchased Assets had neat

been sold end remained in the possession ar control of the person having that

possession or cc~r~rtrol imm~diateCy prior to the sale.

6. THIS CQUR~' ORDERS AND DIRECTS the Monitor to file with the Court ~ copy

of the CR(~'s Certificate, forthwith after delivery thereof.

7. THI5 C(JURT OF2n~RS that, ncatwithstanding:

(a) the pendency of these proceedings;

(b) any applications far a bankruptcy ardor now ar hereafter issued pursuant

to the E3~rtkru~tcy and Insolvency Rc~ Canada) in respect of the Debtor

end any bankruptcy order issued pursuant to any such applications; and

I.cb,i~*7~).zz87J.~
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(c) any assignment in bankruptcy made in respect of the Debtor;

the ves#ing of the Purchased Assets in the Purchaser pursuanf to this Order shall be

binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and

shall nat be void or voidable by creditors of the Debtor, nar shall it constitute nor be

deemed to be a settlement, fraudulent preference, assignment, fraudulent conveyance,

transfer at undervalue, or other reviewable transaction under the Bankruptcy and

Ilisolvency Act (Canada) ar any other applicable federal or provincial legislation, nor

shall it constitute oppressive or unfairly prejudicial conduct pursuant to any applicable

federal or provincial legislation.

8. THIS COURT ORDERS ANn DECLARES that the Transaction is exempt frarn

the application of the Bulk Sales Act (Ontario).

9. THlS 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 Monitor, as an officer of this Courfi, as may be necessary or desirable to give

effect to this Order or to assist tree Monitor and its agents in carrying out the terms of

this Order.

~u~ z ~ zo~z
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Schedule A —Form of CRO's Certificate

Court File No. CV-12-9617-QOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER C7~ THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C.
7985, G. c-36, AS AMEND~A

AND IN THE MATTER O~ A PLAN OF COMPRQMISE OR ARRANGEMENT OF First
Leaside Wealth Management Inc., First Leas de finance Inc., First Leaside
Securities Inc., Fl. Securities Inc., Firsfi I.easide Management Inc., first ~.easide
Accounting and lax Services Inc., first Leaside Holdings Inc., 2Q860S6 Ontario
fnc., First Leaside Realty Inc., first Leasicie Capifial lnc., First Leaside Realty II
Inc., First Leaside Investments lnc., 9650'(Q Ontario Inc., 10455'17 Ontario tnc.,
1024919 Ontario Inc., 1031628 Ontario fnc., 1056971 Ontario Inc., 7376095 On#ario
Inc., 1437290 Ontario Ltd., 1244428 Ontario Ltd., PrestonOne Development
{Canada) Inc., PrestonTwo Development (Canada) fnc,, PrestonThree
Development (Canada} Inc., PrestonFour Deuefopment (Canada) Inc., 2D88543
Ontario Inc., 208$544 t~ntario Inc., 2088545 Ontario lnc., 1331647 Ontario lnc.,
Queenston Manor General Partner Ina., 1408927 Ontario Ltd., 2'307738 Ontario
Inc., 1A~18361 Ontario L#d., 2128054 Ontario Inc., 2069212 Ontario Inc., 1132413
Ontario lnc., 2067171 Ontario lnc., 2085306 Ontario Inc., 2Q59035 Ontario Inc.,
20862.18 Ontario Ins,, 208543$ Ontario Inc., first l.easide Visions Management
Inc., 1048015 Ontario tnc,, 1 Q49016 Ontario Inc,, 2047804 Ontario Inc., 2019418
Ontario Inc., Fl. Research Management inc., 97Q877 Ontario Inc., 1031628 Ontario
lnc., 1045516 Untario Inc., 2U04516 Ontario inc., 2192341 Ontario Inc., and First
Leaside Fund {Vlanagemenf Inc. (the "Applicant")

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, 2.012, G,S. MacLeod

& Associates Inc. was appointed as the chief restructuring officer (the °CRO°) of

the undertaking, property and asse#s of the Applicants. ~~J~

B. Pursuant to an Order of the Court dated August 23, 2n12, the Court

approved the agreement of purchase and sale dated July 23, 2012 (the "Sale

Agreement°) between First Leaside Grow#h Limited Partnership by its ger~eral

partner 2085306 Inc. (the "Vendor"), and Qutset Media Gorpor~tion {the

i.4~,~i*~~~22x~;. i



"Purchaser"} end provided for the vesting in the Rurchaser of the Debtt~r's right,

title and interest in and to the Purchased Assets, which vesting is to be effective

with aspect to the Purchased Assets upon the delivery by the CRS to the

Purchaser of ~ certificate confirming (i) the payment by the Purchaser of the

Purchase Price for the Purcf~ased Assets; (ii) that the conditions to Closing as set

out in the Sale Agreement iiav~ been satisfied or waived.. by the CRO and the

F'urchas~r; and (iii) the Transaction has been completed to the satisfaction of the

CRO.

C. Unless otherwise indicated herein, terms with initial capitals f7ave the

meanings set out in the Sale Agreement.

THE CRO CER71~iES the falt'owing;

'1. The PurGhas~r has paid and the Vendor has received the Purchase Prig

for the Purchased Assets payable on the Closing Dots pursuant to the

Sale Agreement;

2. The conditions to Ciasing as set auk in the Sale Agreement have been

satisfied or waived by the CRt~ and the Purchaser; and

3. The Transaction has been comple#ed to fhe satisfaction of the CRO.

4. This Ce~r#ificate was delivered by the CR4 at an

2Q12.

G.S.. N~acLeod &Associates Inc., in its
capacity as court appointed chief
restricting officer of the Applicants, arad
not in its personal capacity

Per:

Lct;td`~7927.R73.I

Name.. Greg. MacLeod

Title: Pres[denfi

ly3



Schedule B
Purchased Assets

Municipal Description

36 Bramtree Court, Brampton

Lec~ai Description

~yy

PT BLK 2 PL 43M873 DES PT 2 PL 43R25991 BRAMPTON TM! EASEMENT OVER PT LT
6 CON 6 EHS DES PT 4 PL. 43R1498$ iN FAVOUR OF PT BL.K 2 PL 43M873 DES PT 2 PL
43R~5991 AS IN LT828989. TNV EASEMENT C7VER PT LT 8 CON 6 EHS DES PT 2 PL
43R16911 IN FAVOUR OF PT BLK 2 PL 43M873 DES PT 2 PL 43R25991 AS tN
LT1Q98794. T!W EASEMENT OVER PT BLK 1 PL ~43M873 DES PTS 1,2, 12 PL 43R22485,
PT BLK 6 M873 DES PT 4 PT C4RPt~RATIUN DR. M876 PTS 6,7 PL 4~R224$5, PT BLK 5
M876 DES PT 8 pL 43R2 2485, PT BLK 1 M 876 DES PTS 10, 11, 14 C'L 43R22485,IN
FAVOUR Off' PT BLK 2 PL 43M873 DES PT 2 PL 43R25991 AS IN LT1773259.(SIT
LT974291, LT974305, LT990706, LT1570384, LT1766971, LT1773254, L.T1773255,
LT1773256, LT1773257, LT1773258) TNV EASEMENT AVER BLK 9 M874 IN FAVOUR OF
PT BLK 2 F'L 43M873 DES PT 2 PL 43R25991 AS IN LT177326~. (S/T LT974305,
LT974291, L_T9907060, LT1570384, L.T1769971, LT1773254, LT1773255, LT1773256,
LT~773257, LT1773258, LT1773259)

f ~'

.l:~,il~ ~` 7~~ZZc~~.3.
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Permitted Encumbrances

"Permitted Encumbrances" means"

1. the reservations, limitations, exceptions, provisos and conditions, if any,
expressed in any original grants from the Crown including, without limitation,
the reservation of any mines and minerals in the Crown or in any other
person;

2, encumbrances respecting minor encroachments by any Property over
neighbouring lands and/or }permitted under agreements wifh the owners of
such o#har lands and minor encroachments aver any Property by
improvements of abutting land owners;

3. title defects or irregularities which are of a minor nature and in the aggregate
will riot materially impair the use or marketability of the Property for the
purposes for which it is presently used;

4, all easements, servitudes and rights-of-way which are registered against the
Properfy;

5, any subdivision, site plan, dev~lnpment or other similar regional or municipal
agreements and registered restrictions, provided the same have been
complied with;

6.

7.

8.

9.

10.

~11,

12.

13.

14.

15.

16.

77.

18.

.cgul"791.2873.

the .eases and any charge of the Tenants ar a subtenant's interest therein;

the Mortgage, and related coklateral security thereto;

Airport Zoning Regulations and amendments thereto. {Instrument Na.
LT2057426)

Instrument No. LT974291;

Instrument No. LT99Q706

Instrument No. LT1570384

Instrument No. LT17Q0376

Instrument No. LT1769971

instrument No. L..T2050883

Instrument Na. PR21~490

Instrument No. PR798994

Instrument No, PR814994

Instrument No. PR1884605

145



■

IN 
T
H
E
 
M
A
T
T
E
R
 
O
F
 
T
H
E
 
C
O
M
P
A
N
I
E
S
`
 C
R
E
~
I
T
~
R
S
 A
R
R
A
N
G
E
M
E
N
T
 a
C
T
,
 

Court Fiie No: 
C
V
-12-96'[7-

O
O
C
L

R.S.G. 't985, c. C
-36, A

S
 A
M
E
N
D
E
D

A
N
D
 iN T

H
E
 M
A
T
T
E
R
 O
F
 A
 P
L
A
N
 O
F
 COtVIPRflMiSE O

R
 A
R
R
A
N
G
E
M
E
N
T
 O
F

First Leaside Wealth M
a
n
a
g
e
m
e
n
t
 fnc. et al

Legal*?9225';,1

41'YTAR14
S
U
P
E
R
[
O
R
 G
4
U
R
T
 O
F
 J
U
S
T
t
G
E

~
C
o
m
m
e
r
c
i
a
[
 List}

Proceeding c
o
m
m
e
n
c
e
d
 at Toronto

S
A
L
E
 A
P
P
R
O
V
A
L
 A
N
D
 V
E
S
T
I
N
G
 O
R
D
E
R

tFirst Leaside G
r
o
w
t
h
 Limited Partnership)

C
a
s
s
e
l
s
 B
r
o
c
k
 &
B
l
a
c
k
w
e
l
l
 Ll.P

2
1
0
0
 Scotia Plaza

~
0
 King Street Wiest

Toran~o. Ontario 
M
5
H
 3
C
2

J
o
h
n
 N
.
 Birch 

L
S
U
C
 #: 38968tJ

Te(: 
4'i 6.86Q.5225

Fax: 
41.6.640.3057

jbirch@casseisbrock.cam

David S
.
 W
a
r
d
 
L
S
U
G
#: 3

3
5
4
1
W

T
e
L
 4
 7 6.869.5960

Fax: 416.360.3'E 5
4

d
w
a
r
d
 a~casselsbrock_com

Lawyers for tie Applicant



ly1

THIS IS EXHIBIT "L" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

ommissioner for Taking Affidavits, Etc.

__ ----,
Patrick Joseph MacDonald, a Cemmiss1oT12t'.~.,
Province of Ontario, while aStudent-at-laW.

Expires April 6, 2014.
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ASSIGNMENT OF PURCHASE AGREEMENT

THIS AGR~~NL~NT mode as of duo 31°` c(tty of August, 2U12.

BETWEEN;

+OUTSET MEDIA CUI2~'ORA'I'TQN

(the "Assignor")

—and—

0947907 I3.C. LTD

(the "Assig~acd')

A. (7utset Media Cor~'iot-~t~on (the ~~ASSig110C~~), F1.4 pU!'CI]RSCT, entered into an Agreement. of
Purchase and Sate dated July. 23, 20E2 (~s ~n~ended from time to times .the "Purchnso
Agreement") whir 2~08S30G bntari~ Inc. (t1Ye~ '°Vendor"} far the purci~ase of the pcn}ieety
described in Schedule "tl" (the "Prgherty"}.

B. The Assignor desires to assign, transfer and set over to the Asaigpee the right, title, estate and
interest of the Assibnor in' the P«rchase Agreement and tiie benefit of the covenants. thereunder
and the ~dva~tta~;es to be derived t(terefram as tt~e same pertain to tht Properly.

C. Subject C.o t}ie terms a~~d cgnditiaps of.Ghis A~,~reemegt, the Assi~,siee his agreed to assume nll of
the ravenanrs, obligations and ffgreemcnts of ttie Assignor under the Purchase ~lgreemenf.

NOW THTiRE~`ORE in consideration of x].04 and other good Anil valuable consideration, the ~ceipt
and sufficiency o'f which are hereby lcknowle.~igecl, the parties Agree as follows:

1. Ilefinitrons, A3[ damned terms used in t]iis Agieenient shall, unCess explicitly defined herein,
t~ttve the same meaning as in ti» Purchnse Agreement.

2. .+1.~si~ume~~f. effective ~,s of the dnte of this Agreement, ttie Assibnor hereby assigns, transfers,
sets over and relesses unto die Assignee, for its sole use find benefit, die right, title, estate and
interest of the Assignor in and to die Purchase Agreement with respect to dte I~roEi~rly and the
benefit of A!I covenants, znd all other udvnatuges to Uc derived tlyerefrom.

Assnm~tlon. T}ie Assigned hereby assumes all of the fiabitil'ics and obligations of dta Assignor
and covenants end agrees with the Assignor to perP~rm the obtigaEioris of the Assignor in
accordance with the provisions ~f die Purchase Agreement wide respect to the t'roperty and
cavettnnts to be bounc! by and to comply with and observe atl ttie covenants, obligations end
agreements of the Assignor arising from the Purchaso Agreement, as i[~ the Assignee were the
ori~inn( purci~aser under the. ['urcitase Agreenyent with respect to the Property. "Phis Assignee

agrees to reimburse the Assi~~lar for the deposits paid Yo the Listing $raker unc(er t11e Purchase

Agreement. 1'he parties 17ereta agree that tl~e Vendor ~~ny ~°ely on tine Assignee's covenant to be

boiutd by the Purchase Agreement.

4, Time a~' essence, Tirn~ s1fa11 be a{'tlfe essence of this ngreeme~~t at~d of each of its provisions.
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Rurt[►er ,~lssurai~ees. Each of the parties hereto shall promptly do, mike, execute or deliver, or
cause to he done,. made, executed or delivered, afl such f'urlher acts, documonts and things ~s the
other party Hereto may reasonably require from ~unc tt~ tune for the purpose of giving affect to
this ~lgreeme~it.and shell use its reASwn~ble commercial efforts and take all such steps as may be
reasonably witGin its power to implement to their ful{ extent the previsions of this Agreement.

6. $~cceasprs and.Assi~na. This Agreement shat) mare to t1i~ benefit of dnd shall be binding upon
rho parties hereto end their respective heirs, executors, administrators, legal represehfatives,
succlessors anct: Assigns.

7. Gov~rninQ Law. 'Plus Agreement slrall be canskriicd and enforced in aecordAaCe with. the laws of
the Province of Quebec and tha taws. of Canada ttpptieable therei~i xud shall be treated in alt
respects as a t~uet~ec contrua~.

Countern~Ms. 'Phis Agi~e[nent may bs execute # in s~vera! COtitliLC}~ACC5 Alld Icy Fc~CSlttlt(Q

trans~ttission of fln ori~;inatly e~.ecuted doc~~ment, each of tvliich shal{ be cteemecl to 6e a~i
original, AF~d ~1) SUCh counterparts shall constitute one ante the same iiisttument.

{SIGNATURE P:AGE(5) FUTILCIW ON. NEXT PAGE]
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IN '~'ITN~SS Vt~HERE4F t1~e parties Rave exec«ted this Agreement as of the elate hereof.

OUTSCT MEDXA CORPORATION

I'er: ~./

Name: Dave Iv1an ,~~
Title: T'resident

0~~7907,B`.~ D
Per: ~ ---~~~~

a :Jay Marie Manga

-it c: Presicle~~t
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Schedulc "A"

I?roperty

~G 8ramntree Court. Brampton, U?~

P.IN 14207 — b 166 (LT) — t.,arid Registry Off ce # 43
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THIS IS EXHIBIT "M" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

— ---.
~airick Joseph MaCDOnaid, a GOiTItiRS510RAP.6~di
Province of Ontario, while aStudent-at-LaW.
Expires April 6, 201 h.
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JUSTICE STRATHY

Court File Na. CV-'12-9617-OOCL

UNTARIO
SUPERIOR COURT O~ JUSTICE

(Commercial List)

THURSDAY, THE 23RD

DAY Off' AUGUST, 20'!2

iN THE MATTER OF THE COMPAN/ES' CREDITORS ARRANGEMENT
ACT, R.S,C. 7985, C, o-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF First Leaside Wealth Management Inc., First
Leaside Finance tnc., Firs# L.easide Securities Inc., FL Securities Inc.,.
Firs# Leaside Management Inc., First Leaside Accounting and Tax
Services Inc., First seaside Holdings Inc., 2086Q56 Ontario Ir~c., First
Leaside Realty Inc., First Leaside Capital Inc., First Leaside Realty 11
Inc., First ~.easide Investments Inc,, 965010 Ontario 1nc., 1045517
Ontario Inc., 1024919 Ontario lnc., 1031628 Ontario Inc.,. 1056971
Ontario Inc., 't376095 tJntario Inc,, 1437290 Ontario ~#d., 1244428
Ontario Ltd., PrestonOne Development (Canada) Inc., PrestonTwo
Development {Canada} Inc., PrestonThree Development {Canada) lnc.,
PresfionFour Developmen# (Canada) Inc., 2088543 Ontario Inc.,
2088544 Ontario Inc.,.. 2088545 Ontario Inc.., '133'i607 Ontario Inc.,
Queenston Manor General Partner Inc., 14Q8927 Ontario Ltd., 2107238
Ontario Inc., 1418361 Ontario Ltd., 2128054 Ontario Inc., 2069212
Ontario Inc., 1132413 Ontario Inc., 206717'1 Ontario Inc., 20853Q6
Ontario Inc., 2059035 Ontario Inc., 2086218 Ontario Inc., 2085458
Ontario Inc., First Leaside Visions Management fine, 1049015 Ontario
Inc., 1Q~9Q'16 Ontario Inc., 2007804 Qntario Inc., 2 19418 Ontario Inc.,
FL Research Management Inc., 970877 On#ario Inc., 1031628 Ontario
.Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 On#ario fnc.,
and First. Leaside Fund Management Inc. (the "Applicant")

AMENDED VESTING ORDER
(First Leaside Growth Limited Partnership)

THIS MOTION, made by the Applicants for an order approving the sale

transaction (the "Transaction") contemplated by an Agreement of Purchase and Sale

{the "Sale Agreemenfi") between First Leaside Growth Limited Partnership by its

general partner, X085306 Ontario Inc. (the "Vendor"):, and Outset Media Corporation

T.e~al*8052935.!
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("Outset Media") dated July ~3, 2012 and appended as Exhibit "G" to the Affidavit of

Greg MacLeod, sworn A~~g~st 20, 2012 the "1NacLeod Affidavit"j, and vesting 'in the.

Purchaser the right, title and in#erest of .the Vender in and to the assets described in the

Sa1~ f~greement {the "Purchased Assets"), was heard this day at 330 University

Avenue, Toronto, Ontario..

Oi~I READING the MacLeod Affidavit, the fourth report of Grant Thornton Limited, ~n its

capacity as court appointed monitor (the "Monitor") dated August 29, 2f~12, (the

"Repork") and on hearing the submissions of counsel for the Applicants and G.S.

MacL~oci & Assocafies Inc. (the "CRO"), the Monitor,.. Fraser Milner Casgrain LLP in its

capacity as Court appointed Representative Counsel; n~ one appearing for any other

persr~n on the service list,. al#hough properly served as appears from the affidavits of

service of Mary Garr~iro sworn August 20, 2012, filed:.

AND UPON the Applicants reappearing before the Court an September 19, 2012 to

seek. an amendment to the form of this order to ecmit title to the Purchased Assets to

be taken in the name ~f 0947907 B.C. Ltd. (the "Purchaser"~, rather than Outset Media

as permitted by section 2 ~ of the Sale Agr~ement.

1. THIS CURT +ORDERS #hat the time fior service an~f filing of tt~e nofi ce of motion

and the mo#ion record is hereby abridged and v~(dated so that the motion is properly

returnable #oday and hereby dispenses wi#h further service therer~f.

2, THIS CC}URT ORDERS AND DECLARE& that the Tr~nsactivn is hereby

approved, and the execution of :the Sale .Agreement.. by the CRO is hereby authorized`

and approved, wi#h such minor amendments as the CR4 may deem necessary. fine

CR(~ is hereby authorized and' directed- fo take such additional? steps. and execute such

additional documents as may be necessary or desirable far the cornpletiac~ of the

Transaction and for fhe conveyance of the Purchased Assets to the Purchaser.

3. THIS COURT ORDERS AND DECLARES that upon the rtelivery of a CRO's

certificate to the Purchaser substantially in the firm attached as Sc~tedule "A" here#o

(the "CRU'S Certificate"), all cif the Debtor's right, title end interest in and' to the..

Purchased Assefis described in the Sale Agreemen# and: fisted an Schedule "S" hereto

t,ega!*852936. I
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shall vest absolutely in the Purchaser, #ree and clear of and from any and all security

interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts or

deemed trusts (whether contractual, statutory, or otherwise), liens, executions, levies,

charges, or other ~n~r~cial or monetary claims, whether or not they have attached ~r

been perfected, registered or filed and whether secured, unsecured nr otherwise

(collectively, the "Claims"j including,. without limiting the generality of the foregoing: (i)

any encumbrances ar charges created by the Order of Mr. Jusfiice Brown dated

February 23, 20'12; (ii) al! charges, security interests or claims evidenced' by

registrations pursuant to the Personal Property Securify Act (Ontario} or any other

personal property registry system; and all of which are collec#ively referred to as the

"Encumbrances", which term shall not include the permitted encumbrances,..

easements artd restrictive covenants listed on Schedule "~" and, for greater certainty,..

this Court orders that all ~f the Encumbrances affec#ing or relating to the Purchased

Assets are hereby expunged and discharged' as against the Purchased Asse#s.

4. THlS COURT ORDERS thaf upon the registration ih the Land' Registry Office #or

the Land Titles Division of Peel {No. 43) ofi an Application for Vesting Order in the form

prescribed by the Land Titles Acf andlor the land Registration Reform Act, the Land

Registrar is hereby directed to enter the Purchaser as the awnar of the subject real

property identified in Schedule B hereto (the "Real Property") in fee simple.

5. THIS COURT ORDERS that for the purposes of determining the nature and

priority of Claims, the ne# proceeds from the sale of the Purchased Assets shall stand in

the place and s#ead of the Purchased Assets, and that from and after the delivery of the

CRO's Certificate all Claims and Encumbrances shall attach to the net proceeds from

the sale of the Purchased Assets 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 immediately prior to tie sale.

6. THIS CC3URT ORDERS AND DIRECTS the Monitor to file with the Court a copy

of the CRQ's Certificate, forthwith after delivery fihereo#.

7. 7N1S COURT ORC~ERS that, nofinrthstanding:

T~ega1~805293G.1
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(a) the pendency of #hese proceedings;

(b) any applications for a bankruptcy order now or hereafter issued pursuant

to the Bankruptcy and Insolvency Act (Canada) in respect of the Debtor

and any bankrup#cy order issued pursuant to any such applications; and

(c} any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall` be

binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and

shall not be void. or voidable by creditors of the Debtor, nor shall it constitute nnr be

deemed to be a settlement, fraudulent preference, assignment, fraudulent conveyance,

transfer at undervalue, or other reviewable transaction under the Bankruptcy and

insolvency Act (Canada) ar any other applicable federal or provincial legislation, nor

shall it constitute oppressive or unfairly prejudicial conduct .pursuant to any applicable

federal ar provincial legislation.

8. THlS COURT ORDERS AND DECLARES that the Transaction is exempt from

the application of the Bulk Sales Acf (Ontario).

9. THIS COURT HEREBY RECtUESTS the aid and recognition of any court,

tribunal,. regulatory ar administrative body having_ jurisdiction in Canada or in the United

States #o give effect #n this Order and #o 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 Monitor, as an officer of this Court, as may be necessary or desirable #o give

effect to this Order or to assist the Monitor and its agents in carrying out the terms o€

this Order.

;;

5~.~' ~ ~ 2~~12

~.,~.

l.egal'~ 8052y3~.1

I~b
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Schedule A —Form of CRO's Certificate

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

OIUTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List

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

ANa IN THE MATTER C)F A PLAN OF COMPROMISE OR ARRANGEMENT +0F First
Leaside Wealth Management Inc., First Leaside Finance Inc., Firsfi L.easide
Securities Inc,, FL Securities Inc., First L.easide Management lnc., First Leaside
Accounting and Tax Services Inc., First Leaside Holdings Inc.y 2086056 Ontario
Inc., .First Leaside Rea#ty Inc., First Leaside Capital Inc., First Leaside Realty it
Inc., first Leaside Investments Inc., 965010 Ontario Inc., 1045517 Ontario Inc.,
1024919 Ontario Inc., 1031628 Ontario inc., 1056971 Onfiario Inc., 1376095 Ontario
Inc., 1437290 Ontario Ltd., 1244428 Ontario Ltd., PrestonOne Development
Canada) Inc., PrestanTwo Development {Canada Inc., PrestonThree
Development (Canada) Inc., Preston our Development {Canada.) Inc., 2088543
Ontario lnc., 2088544 Ontario Inc., 2088545 Ontario Inc., 133'1607 Ontario Inc.,
Queenston Manor General Partner .Inc., 1408927 Ontario Ltd., 2107738 Ontario
Inc., X418361 Ontario Ltd., 2'128054 Ontario Inc., 2Q69212 Ontario Inc., 1132413
Onfiario lnc., 2Q67171 Ontario Inc., 2Q85306 Ontario Inc.,. 2059035 Ontario Inc.,
20862'18 Ontario Inc , 20$5438 Ontario 1nc., First Leasid'e Visions Management
Inc., 1049015 Ontario Inc,, 1049q~16 Ontario Inc., 2007804 Qntario Inc., 2g19418
Ontario Inc., FL Research Managemenfi 1nc., 97g877 Ontario inc., 1031628 Ontario
Inc., 1045515 Ontario Inc., 2004516 Ontario lnc., 2192341 Ontario Inc,, and First
Leaside Fund Management Inc. {the "Applicant")

CRO's CERTIFICATE

RECITALS

A. Pursuant fin an Order of the Honourable Justice Brawn of the Ontario

Superior Courfi of Justice {the "Court") dated February 23, 2012, G.S. IViacLeod

& Associa#es Inc. was appointed as the chief restructuring offcer (the "CRO"} of

the undertaking, property and assets of the Applicants.

B. Pursuant to an Order of the Court dated August 23, 201.2, as amended an

Se,~tember 19, 20'12 (collectively the "Vestin~Order"), the Court approved the

agreement of purchase and sale dated July 23, 2012 (the "Sale Agreement")

between first Leaside Growth Limited Partnership by its general par#ner ~,.r--

~~~~ ,

I.egal•805293f.1



2085306 Inc. (the "Vendor"), and Ou#set Media Corporation, the benefits of

which were assigned. to Q947907 B.C. Lfid. (the "Purchaser"1 and provided far

the vesting in the Purchaser of the Debtor's right, title and interest in and to the

Purchased Assets, which vesting is to be effective with. respect to the Purchased

Asses upon the delivery by the CRO to the Purchaser of a certificate confirming.

(i) the payment by the Purchaser of the Purchase Price fir the Purchased

Assets; (ii) that the conditions to Closing as set out in the Sale Agreement have

been satisfied or waived by the CRO and the Purchaser; and (iii) the Transaction

has been completed to the satisfaction of the CR(~.

C. Unless otherwise indicated herein, terms with initial capitals have the

meanings set out. in the Sale Agreement.

THE CRO CERTIFIES the fallowing:

1. The Purchaser has paid and the Vendor has received the Purchase Price

#or the Purchased Assets payable on the Closing Date pursuan# to the

Sale Agreement;

2. 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 at the CRO.

4. This Certificate was delivered by the CRO at on ,

2012.

G.S. MacLeod 8~ Associates tnc., in its
capacity as court appointed chief
restricfiing officer of the Applicants, .and
not in its personal capacity

Per:

Legal*R052936.1

Name: Greg MacLeod

Title: President

I5~



Schedule B
Purchased Flssets

Munic~pa! Description

36 Br~►~ntree ~au~~, Brampton

Lega~ Description

I59

PT BLF~ 2 P. 43M873 Q~S PT 2 PL_ 43R2599~ BRAMPTOf~TIt~I EASEMENT tJVER PT LT
G ~C7N 6 EHS DES PT 4 PL 43R14988 1N FAVC~tJR OF PT B~.K 2 Pt~ 43M8~3 DDS PT 2 Pl~
43R2~991 AS iN LT828989. TltN EASEMENT t~VER PT LT 8 CON G EHS DES PT 2 Pl~
43R'l6911 IN FAVC3UFZ OF PT BLS 2 PL 43M873 DDS ITT 2 PL. 43R259~1 A~ LN
LT1098794. TIW E}~1SEMENT OVER PT B~~ ~ RL 43M873 DES PTS ~ ,2, 12 'L 43R~2485,
I'T BLK G M873 DES PT 4 PT` CORPt?RATION aR. M876 F'TS 6,7 PL 43R22485, PT BLK 5
M876 dES PT 8 PL. 43R2 2485, PT BLK 1 M 876 [DES PTS 1fl, 1 ~, 14 PL 43R22485,1~t
FAVC7UR ~F PT BLK 2 PL 43M873 DES PT ~ PL 43R25J91 AS 1N LT1773259.(51T
L.T974291, L.T9743~15, LT~9Q706, L.T'~ 570384, LT1 x'66971, LT1773254, LT1773255,
LT17~3256, LT177~257, !_`f~7732~8) T/W EASECU'IENT t~V~R BLK ~ fUf8~4 (N FA~I~UR {~F
PT BLK 2 PL 43M873 DES PT 2 PL 43R2~991 AS !N LT177326{~. (SIT L.T974305,
~T974291, L:T99g70~0, LT157035~, LT 1769971, LT~77'32~4, LT97732.ri5, L.T1773256,
LT17732~7, LT~773258, LT1'732~~J}

l,egaE * $05293fi.1



Schedule C

Permitted Encumbrances

"Permifited Encumbrances" mans"

1. the reservations, limitations, exceptions, provisos and condi#ions, if any.
expressed in any original grants from the Crown including, withau# limitation,
the reservation of any mines and minerals in the Grown or in any other
person;

2. encumbrances respecting minor encroachments by any Property over
neighbouring lands and/ar .permitted under agreements with the owners of
such other lands and minor encroachments aver any Property by
improvements cif abutting land owners;.

3. title defects or irregularities which are of a minor nature anci in the aggregate
will not materially impair the use or marketat~ility c~fi tihe Property for the
purposes for which it is presently used;

4. alt Basemen#s, senritudcs and rig~ats-of way which ire registered against the
Property;

~. any subdivision, sifie plan, dev~l~prrtent or other simitar regional or municipal
agreements and registered restrictions, :provided the same have. been
complied with;

fi. the Leases. and any- charge o#the Tenant's or a subtenant's interest. therein;.

7< the Mortgage, and related calla#eral security thereto;

8. Airport Zoning. Reguiafiians ar3d amendments thereto. (Instrument N~.
LT2057426}

9. Instrument No. LT9?4291;

0. Instrument No. 1.7'990706

1 ~ . Instrument No. LT~i 570384

~ 2. instrumen# fVo. L..T1700376

13. Instrument No. LT~769971

14. Instrument No, t~T2050883

1~, Instrumen# Na. Pft2~49q

16. Instrument No. PR798994

'17. Instrument No. pR894994 ~~"'

'I 8. .Instrument (~o. PR1884605

t.egai•$fl52936. i
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THIS IS EXHIBIT "N" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

--- -.- -9
1PalrickJoseph M2c~onald, 2 CetrmRsSTeit2f~e~G,
'Province of Ontario, while aStudent-at-Law.
Expires April 6, 2014.
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Court File No. CV-12-9b17-OOCL

OIVTARIa
SUPERIOR COURT OF JUSTICE

(Commercial List}

IN THE MATTER flF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C.
9985, C. c-36, AS AMENDED

AND iN THE MATTER C}F A PLAN OF COMPROMISE OR ARRANGEMENT OF First
L.easide Wealth Management 1nc., First Leaside Finance Inc., First Leaside
Securities Inc., FL Securities Inc., First Leaside Management Inc., First Leaside
Accoun#ing and Tax Services Inc., First Leaside Holdings Inc., 208605fi Ontario
Inc., First Leaside Realty Inc., First Leaside Capital Inc., First Leasid~ Realty II
Inc., First Leaside Investments inc., 965U10 Ontario Inc., 1045517 Ontario Inc.,
7024919 Ontario [nc., '1031628 On#ario Inc., 1056971 Ontario Inc., 1376095 Ontario
Inc., 143729Q t>ntario Ltd., 1244428 Ontario Ltd., PrestonOne Development
(Canada} Inc., PrestonTwo Development (Canada) Inc., PrestonThree
Development Canada) Inc., PrestonFour Development (Canada) Inc., 208843
Ontario Inc., 2088544 Ontario Inc., 2088545 Ontario Inc., 1331607 Ontario Inc.,
Queenston Manor General Partner lnc., 14U8927 Ontario Ltd., 21 U7?38 Ontario
lnc., '14'1836'1 Ontario Ltd., 2'(28054 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 lnc., 2019418
Ontario Inc., FL Research Management Inc., 97U877 Ontario tnc., 1031628 Ontario
Inc., 1045516 Ontario Inc., 20U4516 Ontario Inc., 2192341 Ontario Inc., and First
Leaside Fund Management Inc. (the "Applicant"}

CRU'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 (nc. was appointed as the chief restructuring officer (the "CRO"} of

the undertaking;. property and assets of the Applicants.

!3. Pursuant to an Order of the Court dated August 23, 2012, as amended on

Se~ten~ber 19, 2012 (collec#ively the "Vesting Order"); the Court approved the

agreement of purchase and sale dated July 23, 2012 (the "Sale Agreement")

Lc~zal*8U55319.1



between First Leaside Growth Limited Partnership by its general partner

2Q85306 Inc. {the "Vendor"), and C}utset Madia Corporation, the benefits of

which were assigned to 0947907 B.C. Ltd. (tile "Purchaser") and provided for

tl~e vesting in the Purchaser of tie Debtor's right, title and interest in and #a the

Purchased Asse#s, which vesting is to be effective with respect to the Purchased

Assets upon the delivery by tl~e CRQ to the Purchaser of a certificate confirming

{i) the payment by tt~e Purchaser cif tl7e Purchase Price for tk~e Purchased

f~ssets; (ii) that the conditions tc~ Closing as set out ire the Sale Agreement gave

been satisfied or waived by the CRO and tl~e Purchaser; and {iii} the Transaction

has been completed to tha satisfaction of the CRO.

C. Unless ot~~erwise indicated herein, terms with initial capitals Dave the

meanings set out in the Sale Agreement.

THE CRO CERTIFIES the following:

1

2

3

4

F_L~~~~xc~ss3~u ~

Tl~e Purchaser has paid and the Vendor has received the Purchase Price

fc~r tl-~e Purchased Assets payable on the Closing Date pursuant to the

Sale Agraement;

TI-~e cc~nditians to Closing as set out in the Sale Agreement Dave been

satisfied car waived 4~y the GR~ and the Purchaser, and

The Transaction has been completed to tl~e satisfaction of the CRO.

This Certificate was delivered by the CRS at Toronto on September 24, 2012

~t ~_~ !'i 3} ,tip

5-~~~--,~ f

G.S. MacLeod &Associates Inc., in its
capacity as court appointed chief
restricting officer of the Ap~9ican#s, and
not in its p~~~'r~al capacr

ry~~,; ~~
~e~: ~~

dame: Greg McLeod

Title: President

Icy
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THIS IS EXHIBIT "O" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

Patrick Joseph MacDonald, ~ COR1fi~SS101lA}'~~
Province of Ontario, while a StudBfd~t L3W.
Expires April 6, 2014.



court ~~i~ No. cv-~ z-~~~ 7-ooc~.

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List}

Tf-IE HONOURABLE ) THURSDAY, THE 23~°

~ DAY OF AUGUST, 2412JUSTICE ~ ,~~;~ - ~. ;~~" ~•-~ ~

~.7 ; ^.~

'" IN THE{`~MAT~~R OF THE COMPANIES' CREDITORS ARRANGEMENT
,:;'AC~',,RS;S<'C~. ~9$~, G. c-36, AS AMENDED

,1~ ;,, j
`~`,'ANQ, jl~l;'. TH~1,= MATTER OF A PLAN Q~ COMPROMISE OR
~''ARR'AtVC~M~~V~' O~ First l.easide Vl/ealth Management Inc., First..;
~e~s~i~le,,.~;inance Inc., First Leaside Securities Inc., FL, Securities Inc,,
First~'L~~side Iltian~gement Inc., first Leaside Accounting end Tax
Services fnc., First L~aside Moldings Inc., 2.086056 Ontario Inc., First
Le~side Realty Inc., First seaside Capital Inc., First l.easide Realty if
Inc., First L.easide Investments Inc., 965010 Ontario Inc., 1045517
Ontario fnc., 1024919 Ontario Inc., 103162$ Ontario Inc., 1056971
Ontario Inc., 1376095 Ontario inc,, 1437290 Ontario Ltd., '1244428
Ontario ltd., Preston~ne Development (Canada) Inc., PrestonTwo
Development (Canada) Inc., PrestonThree Qevelopment (Canada} Inc.,
PrestonFour Development (Canada} Inc., 2088543 Ontario Inc.,
208$544 C)ntario Inc., 2088545 Ontario (nc., 1331607 Ontario Inc.,
Queenston Manor General Partner Inc., 't408927 Ontario Ltd., 2'107738
Ontario Inc., '1418361 Ontario Ltd., 2128054 Ontario Inc,, 2069212
Ontario Inc., 1132413 Ontario Inc.., 2067171 Ontario Inc., 2085306
Ontario Inc., 2059035 Ontario Inc., 2Q86218 Ontario Inc., 2085438
Ontario Inc., First Leaside Visions Management Inc., 10490'i5 Ontario
Inc., 1049016 Ontario tnc., 2Q07804 Ontario Inc., 2Q19418 Ontario Inc.,
FL Research Management Inc., 9'7U877 Ontario Inc,, 1031628 Ontario
Inc., 1045516 Ontario tnc., 2Q04516 Ontario Inc., 219241 Ontario Inc,,
end Firs# Leaside Fund Managemenfi Inc. (the "Applicant")

VESTING ORDER
(Harmony Town Homes Limited Partnership)

THiS MOTION, made by the App{icants for an order approving the sale

transac;tian (the "Transaction") contemplated by an Agreement of Purchase and Sale

(the "Sale Agreement") between Harmony Townhomes Limited Partnership by its

genera! partner F,l.. Securities Inc. (the "Vendor"), and Skyline Real Estake Acquisitions

t,cg~~~"792zo82.1
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Inc. (the "Purchaser"} dated Ju{y 23, 2012 and appended as Exhibit "H" to the Affidavit

of Greg MacLeod, sworn August 24, 2012 (the "MacLeod Affidavit"), ~r~d vesting in the

Purchaser the right, title and interest of the Vendor in and to the assets described in the

Sale Agreement (the "Purchased Assets"), was heard this day at 330 University

Avenue, Toronto, Ontario.

ON READING the MacLeod Affidavit, the fourth report of Grant Tharntan Limited, in its

capacity as court appointed monitor (the "Monitor") dated August 21, 2fl~2, (thy

"Report") and on h~~ring the submissions of counsel for the Applicants and, G.S.

MacLeod &Associates Inc. (the "CRO"), the Monitor, Fraser Milner Casgrain LLP in its

capacity as Court appointed Representative Counsel, na one appearing for any other

person an the service list, although properly served as appears from the affidavits of

service of Mary Carreiro sworn August 20, 2012, filed;

1. THIS COURT ORDERS that the time far service and filing of the notice of motion

and the motion record is hereby abridged and validated so that the motion is properly

returnable today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS AND DECLARES that the Transaction is hereby

approved, and the execution of the Sale Agreement by the CRC7 is hereby authorized

and approved., with such mirror amendments as the CRO may deem necessary. The

CRS is her~:by authorized end directed to take such additional steps and execute such

additional doGUments as may be necessary or' desirable far the c~mpletic~n of the

1°ransacfiion and for the conveyance of the Purchased Assets to the Purchaser.

3. THiS COURT ORDERS AND DECLARES that upon the d~liv~ry cif a CRO's

certificate to the Purchaser substantially in the form attached as Schedule "A" hereto

{the "CRO'S Certificate"}, all of the Debtor's right, title and interest in and to the

Purchased Assets described in the Sale Agreement and listed on Schedule "B° hereto

shall vest absolutely in the Purchaser, free and clear of and from any and all security

interests (whether contractual, statutory, or otherwise), hypothecs, morkgages, trusks or

de~rned trusts (whither contractual, statutory, or otherwise), liens, executions, I~vi~s,

charges, or other financial or monetary claims, whether or not they have attached or

I..c~,a~l* 7~)?.208?. t
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been perfected, registered or filed and whether secured, unsecured or otherwise

(collectively, the °Claims") including, without limiting the generality of the foregoing: (i)

any encumbrances or charges created. by the order of Mr. Justice Brown dated

February 23, 2012; {ii} all charges, security interests or claims evidenced by

registrations pursuant to the Personal Property Security Act {Ontario) ar any other

personal property registry system; and all of which are collectively referred to as the

"Encumbrances", which term shall not include the permitted encumbrances,

easements and restrictive covenants listed on Schedule "C' and, for greater certainty,

this Court orders that aJl of the Encumbrances affecting or relating to the Purchased

Assets a~•e hereby expunged and discharged as against the Purchased Assets.

4. THIS COURT ORQERS that upon the registration in the Land Registry Qffice for

the Land Titles Division of Kent (No. 24} of an Application for Vesting Order in the form

prescribed by the Land Trtles Act and/or the Land Registrafion Reform Act, the Land

Registrar is hereby directed to enter the Purchaser as the owner of the subject real

property identified in Schedule B hereto (the "Real Property") in fee simple,

5. THIS COURT ORDERS that for the purposes of determining the nature and

priority of Claims, the nit proceeds from the sale of the Purchased Assts shill stand in

the place and stead of the Purchased Assets, and that from and after the delivery of the

CR(J's Certificate all Claims and Encumbrances shall attach to the net proceeds from

the sale Qf the Purchased Assets with the same priority as they had with r~spe~t to the

Purchased Assets immediately prior to fihe sale, as if the Purchased Assets had not

been sold end remained in the possession or control of the person hiving that

possession or control immediately prior to the sale.

6. THIS COURT ORDERS AND DIRECTS the Monitor to fi(e with the Court a copy

of the CRC7's Certificate, forthwith after delivery thereof.

7. THlS COURT ORDERS that, notwithstanding:

(a) the pendency of fihes~ proceedings;

Lcgal° 7022082.



(b) any applications fora bankruptcy order now or hereafter issued pursuant

to the Bankruptcy and Insolvency Act (Canada) in respect of the Debtor

and any bankruptcy order issued pursuant to any such applications; and

(c) any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be

binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and

shall not be void or voidable by creditors of the Debtor, npr shall it constitute nor be

d~e~~ed to be a settlement, fraudulent preference, assignment, fraud~~lent conveyance,

transfer at undervalue, or other reviewable transaction under the Bankruptcy and

lr7solvency Act {Canada) or any other applicable federal or provincial legislation, nor

shall it constitute oppressive ar unfairly prejudicial conduct pursuant to any applicable

federal or provincial legislation.

~3, TH1S COURT ORDERS AND DECLARES that the Transaction is exempt from

the application of the Bcllk Sales Act (4ntario).

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

tribunal, regulatory or administrafiive 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. AEI. courts, tribunals, regulatory and administrative bodies

are herby respectfully reques#ed 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 ar to assist the Monitor and its agents ire carrying out the terms of

this Order.

AUG 1 3 201

-~ ~'~//~;~V

I..cg,d'" 7922082.1
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Schedule A —Form of CRO's Cerfiificate

Court file No, CV-12-9617-OQCL

aNTAR10
SUPERIOR COURT OF JUSTICE

(Commercial List)

IN THE MATTER OF THE COMPANIES' CRE'DITURS 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., Firs# Leaside Finance lnc., First L.easide
Securities Ine., FL Securities lnc., Firsk Leaside Management Inc., First l.easid~
Accounting and Tax Services Inc., First Leaside Holdings lnc., 2086056 Ontario
Inc., First Leaside Realty Inc., First seaside Capital Inc., First Leaside Realty If
Inc., First Leaside Investments lnc., 965010 Ontario Inc., 1045517 Ontario Inc.,
1024919 Ontario Inc., 1031628 Ontario Inc., 1Q56971 Ontario tnc., 1376Q95 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., 24$8544 Ontario Inc., 2088545 Ontario Inc., 1337607 Ontario Inc,,
Queenston Manor General Partner Inc., ~t408927 Ontario Ltd., 2'1Q7738 Ontario
Inc., 1418361 Ontario Ltd., 2.128454 On#ario Inc., 2069212 Onfiario Inc., 1132413
On#ario Inc., 20671?'t Ontario Inc., 20$5306 Ontario Inc., 2059Q35 Ontario Inc.,
2086218 ~Jntario lnc., 20$5438 Ontario Inc., First Leasic~e Visions Management
Inc., 1049015 Ontario tnc., 1049016 Ontario Inc., 2007844 Ontario Inc., 2019418
Ontario Inc., FL Research Management lnc., 97877 Ontario Inc., 1031628 Ontario
Inc., 1045516 Ontario lnc., 2004576 Ontario Inc., 2192341 Ontario Inc., and First
Leaside fund Management Inc. (the "Appiic~nt")

CRO's CERTIFICATE

RECITALS

~. Pursuant to an Order of the Honourable Justice Brawn. of the Ontario

Sup~riar Court of Justice (the "Court") dated February 23, 2012, G.S. Macleod

& Associates Inc. was appointed as the chief restructuring c~ffirer (thy "CRO") of

the underfiaking, property and assets of the Applicants.

B, Pursuant to an Order of the Court dated August 23, 2012, the Court

approved the agreement of purchase and sale dated July 23, 2012 (the "Sale

Agreement") between Harmony Town Homes Limited Partnership by its general

partner F.L. securities Inc. {thy "Vendor"), and SkyCine Real Estate Acquisitions

i.u:;;~i~7~»zottz i



Inc. (the "Purchaser") and provided for the ves#ing in the Purchaser of the

Debtor's right, tale and interest in and to the Purchased Assets, which vesting is

to be effective with respect to the Purchased Assets upon khe delivery by the

CR4 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 aut in the Sale Agreement have been satisfied or waived by the

CRO and the Purchaser; and (iii) the Transaction has been completed to the

satisfaction of the CRO.

C. Unless otherwise indicated herein, terms with initial capitals have the

meanings set out in the Sale Agresm~nt.

THE CRO CERTIFIES fhe following:

1. The Purchaser has paid and the Vendor has received the Purchase Price

for the Purchased Assets payable nn the Closing Date pursuant to the

Sale Agreement;

2. The conditions to Closing as se# out in the Sale Agr~~ment have been

satisfied or waived by the CRQ end the Purchaser; and

3. The Transaction has been completed to the satisfaction of the CRO.

4. This Certificate was delivered by the GRQ at on ,

201 ~.

G.S. MacLeod &Associates Inc., in its
capacity as court appointed chief
restricting officer of the Applicants, and
not in its personal capacity

Per:

~ .c~~d"79zZ UBI.

Name: Greg Macleod

Title: President

112



Schedule B
Purchased Assets

Municipal Description

65 Fort Street, Tilbury, Ontario

l.egal Description

LTS 132 & 133, PLAN 254 & PT I~T 27, NORTH MEDDLE RD,
GEOGF~APHiC TOWNSHIP OF TILBURY BAST AS IN 442766 S/T
1'1721 ~ SUBJECT TU AN EASEMENT iN' GROSS UVER LTS 132 & 1 ~3,
PLAN 254 & PT LT 27, NORTH MIDDLE RD (TILBURY BAST} AS IN
442766 AS IN CK~52$0 MUNICIPALITY CHATHAM-KENT

r~

i.~,:<~i~~~~zzos2.i
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Schedule C

Permitted ~ncumbr~nces, Eas~men#s and Restrictive Covenants
related ~o the Real Property

(unaffected by the Vesting t7rder)

1, the reservatipns, limitations, exceptions, provisos and conditions, if .any,
expressed in any original ~r~nts from the Crown including, without limitation,
the reservation ~f any minis and minerals in the Crown or in any other
p~rsan;

~. encumbrances r~speGting minor encroachments by any Property over
neighbQUring lands andlor permitted under agreements with the owners of
such other lands and minor encroachments over any Property by
improvements of ~buttinc~ land owners;

3. title defects or irregularities which. are of a minor nature and in the aggregate
will not materially impair the use or marketability of the Property For the
purposes for which it is presently used;

4. all easements, servitudes end rights-of-way which are registered against the
Property;

5. any subdivision, site plan, devel€~pment or other similar regional or municipal
~gr~ements and registered restrictions, provided the game h~v~ been
complied with;

6. the Leases and any charge ti# the Tenant's r~r a subtenant's interest therein;

7. Airport Zoning Regulations and amendments thereto;

8, Instrument No. T17215 registered June 7, 1'9 3 being a Transfer of
Easement to The Hydro-Electric Power Commission of Clntari~;

9. Instrument No. 4431 Q$ registered April 9, 1987 being a Site Plan
Agreement;

10. Instrument No. CK9747 registered January 1 ~ , 2Q07 being ~ Land
Registrar's Order; and

11. Instrument No. CK45280 registered May 14, 2010 being a Transfer of ~
Easement in favour of Union Gas Limited.

Lc~al"`7h220$2.
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THIS IS EXHIBIT "P" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

~aMckJosephMacDonald,a~ert Ofl~f'.~.!,
Province of Ontario, while aStudent-at-tBW.
Expires April 6, 2014.
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August 29, 2012

V[A EMA(L (pmuchnik~a CasselsBrock.com)

Paul Muchnik
~~. Cassels Brock & Blackwell LLP

Barristers &Solicitors
2100 Scotia Plaza, 40 King Street West
Toronto ON M5H 3C2

Dear Mr. Muchnik:

RE: Skyline Reai Estate Acquisitions (il) tnc. (the "Purchaser") p/f Harmony Town Homes
Limited Partnership, by its General Partner F.L. Securities Inc. (the "Vendor")

65 Fort Street, Tilbury, Ontario (the "Properly")

Without prejudice to the rights of the Purchaser under the agreement of purchase and sale.
accepted by the Vendor on July 24, 20 2, and al! amendments thereto from time to time
(collectively, the "Ai'S"), and reserving the right to submit such fu~#her and other requisitions as
may be deemed necessary from time to time, as well as the right to waive any or ail of them, 1
wish to raise the following requisitions (words with capiEalized initial letters have the meanings
ascribed there#o in the APS, unless defined herein, and references to Sections and subsections
are to Sections and subsections of the APS, unless otherwise provided):

1. REQUIRED: Per subsection 9.1(a), on or before Closing delivery of a registrable vesting
order, together with any other required documentation, to effectively and validly vest title fa
the Property as follows:

SKYLINE REAL ESTATE HOLDINGS INC.

Address for Service:

70 Fountain Street East
Guelph ON N1H 3N6

On Closing, the Purchaser will be assigning the APS to Skyline F~eal Estate Holdings Inc.,
as permitted in Section 11.1

2. REQUIREp: As soon as possible, a copy of the Approval and Vesting Order referred to in
subsection 6.1(c) and Section 16.1.

3. Instrument No. CK423~4 registered January 18, 2010, is a mortgage from the Vendor in
favour of The Toronto-Dominion Bank. Instrument No. CK42356 registered January 18,
2010, is a noEice of a general assignment of rents from the Vendor in favour of The Toronto-

7(7 t=ou~~tain Street East, Guelph, Qntario N (f l 3NG ~ tel•> 19.82b•0439 M fax•5 i 9.836.2320 ■ wwucskylinconline.ca



Dominion Bank. This marfgage and general assignment of rents is not being assumed on
Closing.

REQt~iR~D: On or before Closing, registration of a good and valid discharge of this
mortgage and notice of general assignment of rents, together with a copy of the discharge.

4. A 1lmited partnerships reporf on the Vendor Indicates That the name registered under the
Limited Partnershtps Act is "Harmony Townhomes Limited Partnership". The APS re#ers to
"Harmony Town Names Limited Partnership". Piease confirm that the proper name of the
limited parEnership is "Harmony Townhomes Limited Partnersh(p", so thaf the closing
documents will be accurate.

5. My PPSA searches against the limited partnership (the °LP") and the general partner ("FL")
have revealed the following PPSA registrations against them:

Debtor Secured Party Ffle
Number Collateral

Accounts and Other. General
The LP & FL The Toronto-Dominion Bank 657958788 assignment of rents with respect to

the Property.

Inventory, Equipment, Accounts,
FL The 'Coronta-Dominion. Bank 657958851 Other and Matar Veh(c1e — nori-

propertyspecific

inventory, ~quipm~nt, Accounts,
FL The TorantaDominfon BanEc 612366084 Other and Motor Vehicle -- non-

property speoiflc

FL CBSC Cap(tai 632000142
~~uipment and Other— non-
praperty specific

REQUIRED: C7n or before Closing, (i) discharge of financing statement 657958788, and (ii)
discharges or "no interest" letters #rom the secured creditors with respect fo the other
financing statements.

6. The Municipality of Chatham-Kent advises that the Property is zoned RM1-510, which
permits multi-row housing. Required parking is based on a rate of Z.5 parking spats for
dwelling units, at least one of which must be designated and signed for handicapped use.
There is no legal non-conforming use for parking.

REQUIRED: On or before Closing, proofthat the Property has at least 75 parking spaces, at
least one of which is for handicapped use and clearly marked as such, provided that if the
Property has fewer than 75 parking spaces, written confirmation from the Municipakty, or
other suitable written proof, that such fewer numt~er is permitted.

7. In its Certificate of Taxes, the Municipality of Chatham-Kent advises that it does not rebil!
new owners, and suggests that the original tax bill be given to the new owner.

REQUIRED: On or before C3osing, the arigina!(s) of the 2012 tax bill(s).

Page 2 of 4
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8. REQUIRED: As soon as possible, copies of alf agreements with Reef-Paying Governmental
Authorities (rent subs(dy agreements), if any.

9. REQUIRED: On or before Closing, execution, where requ(red, and delivery by the Vendor of
the closing documents referred to in the APS. Drafts will be provided in due course. Please
provide a draft statement of adjustments at Least three Business Days before Closingt
as provided in subsection 9.1td1,

10. REQUIRED: On or before Closing, satisfactory evidence of compliance with the Family Law
Acf, Ontario. A declaration of passessfon in this regard will be provided in due course.

11. REQUIRED: On or before Closing, satisfactory evidence that there are na executions
affecting title to the Property.

12. REQUIRED: On or before Closing, production and daliuery of evidence that all buildings
situated on the F'raperty are located entirely within the limits thereof, that possession has
been consistent with reg(stered titEe to the Property and ~haf there are no encumbrances,
liens, rights-of-way, easements, encroachments (on or from the Property), restrictions, or
agreements of any kind affecting the Property which are not disclosed by the registered title.
A declaration of possession wilt be provided in due course.

13. REQUIRED: On or before Closing, evidence that there are no work. orders outstanding and
that the Property and alI structures erected thereon comply with all by-laws, standards and
regulations enacted or passed by the Municipal(ty and any other governmental body or
department having jurisdiction thereaver.

14. REQUIRED; ~n or before Closing, ovidertce thaE:

(a) there are no arrears of municipaE taxes or other municipal charges or assessments,
Including penalties, and that taxes have been paid in accordance with the
statement of adjustments; and

(b) all water, hydro, and gas. accounts are not in arrears and that each will be paid by
the Vendor to the date of Closing,.

Please have your client arrange for ail meters to be read on the Closing Date.

15. REQUIRED: On ar before Closing, satisfactory evidence that the fixtures affixed to the
Proper#y and. the Chattels included in the Purchase Price, are the property of the Vendor
and are not subject to any conditional sales contracts, chattel mortgages ar lien Hates, and
that the Vendor is the absolute owner of ai! such fixtures and chattels, free of any
encumbrances. The declaration of possession from the Vendor wil! satisfy this requirement.

16. REQUIRED: As required by Section 4.3, notification to any Rent-Paying Governmental
Authorities of the pending sale and change in payee. As same are sent and received, copies
of al( correspondence referred to in Section 4.3.

17. REQUIRED: Copies of Rent Ro(Is far October 2012 and 4cfober 2011, at least five
Business Days before Closing ~s required fay Section 5.2.

Page 3 of 4



18. The Purchaser does not wish to assume any Contracts on Closing. Ali Contracts should be
#erminated by the Vendor on or before Closing. Kindly provide proof of such termination on
or before Closing, per Section 6.3.

~9. REQUIRED: On or before Closing, disclosure of ail passwords to on-site equipment included
in the Purchased Assets (such as passwords to answering machines, computers, etc.), as
required by Section 6.4.

20. REQUIRED: On or before Closing, an electronic download of all Tenant and property
information to the Purchaser or its propert}r manager, as required by Section 6.4.

21. REQUIRED: On Closing, vacant possession of ar~y unit. occupied by any vn-site building
manager or superintendent, unless said an-safe building manager or superintendent is a
Retained Employee or signs a Lease with respect thereto on or before Closing, as required.
by Section 8.2.

22. REQUIRED; Un Closing, vacant possession of the Property, subject to the rights of Tenants
under the Leases.

23, i2EQUlRED; On or before Closing, proof of payment to ~(I Retained Employees of those
sums referred to in Section 8.2, which proof is to take the form of a letter from the Employer
addressed to the Purchaser, as set. out in said Section.

24. REQUIRED: On Closing, keys labeled appropriately and left on site at the management
office, as required by the last paragraph of Section 9.1.

25. REQUIRED: As soon as possible,- copies of any New Leases entered into, as required by
Section 12.1.

26. REQUIRED: All original tenant files, including originals of Ehe Leases and New Leases,
correspondence, applications, guarantees, indemnifications, agreements with Rent-Paying
Governmental Authorities, etc. and the original copies of a{I items furnished or required to be
furnished to the Purchaser as required by the A!'S, including original copies of al( Vendor's
Deliveries, delivered to the Purchaser's head office in Guelph immediately after Closing, as
required by the last paragraph of Section 9.1 and Section 12.1.

Per Sections 7.1 and 15.4, the Requisition Satisfaction Date is Sepfernber 10, 2012. I look
forward to hearing from you,

Yours very truly,
~~

-- ~-

Christopher P. Moes, General Course(

FinaiL cmoes(a~skylineonline.ca
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THIS IS EXHIBIT "Q" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits,

Paovince of Ontarao~whae a Studertt~~~

Expires April 6, 2014.
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Court File No. CV-12-96'1`7-OOCL

ONTARIO
~, SUPERIOR COURT OF JUSTICE
"' (Gommerciai List)

'`=

JUSTICE STRATHY

THURSDAY ,THE 23rd

DAY OF AUGUST,. 2012.

IN THE t1AAT7ER OF THE Ct7MP~,NtES' CREDITORS ARRANGEMENT
ACT, R.S.C. '985, C. ~-36, AS AM~Nl7,ED

AND iN THE NlATT~R QF A, PLAN OF COMPROIiI11SE 4R
ARRANGEMENT OF First ~.~aside Wealth management Inc,, thirst
L~aside Finance tnc., First Leasde Securities Inc.., FM~ Securities Inc.,
First Leaside Management 1nc., First. Leaside Accounting.. and Tax.
Services Ins., First Leaside Holdings Inc., 2086056 Ontario Inc., Firs#.
L.easide Realty Inc., First Leaside Capital Inc., First ~.eas de Realty 11
Inc., First.. seaside investments. .Inc., 96501Q Ontario Inc., 1045517
Ontario lnc., '1024919 C}ntario Inc., X031628 t~ntario Inc., X05697''
Ontario Inc., '1376095 Ontaeia Inc., X437290 Ontario Ltd., 1244428
C7ntario Ltd., PrestanClne Development {Canada) Inc., PrestonTwo
Development (Canada) Inc., PresfionThree Development {Canada) Inc.,
PrestonFour Development {Canada} Inc.,. 2088543 4ntaria Inc,,
2088544 Ontario Inc,, 2088545 Ontario lnc., 1331607 Ontario Inc.,
Queenston Man~►r General Partner Inc., 14Q89Z7 Ontario Ltd., 2107738
C)ntaria Inc., ~f41836~ Qntario Ltd., 2128054 Qntario 1nc., 206921
Ontario Inc., 1132413 Ontario Inc., 2U67171 Ontario Inc., 2085306
Ontario Inc., 2059fl35 Ontario Inc., 2086218 Ontario Inc., 2Q85438
On#ario lnc., first Leaside Visions Management lnc., 1449015 Glntario
Inc., 1049016 On#ario Inc,, 2007804 Ontario Inc., 2019418 Ontario Inc.,
FL Research Management lnc., 970877 Ontario Inc., 9031628 Ontario
Inc., 1E34~516 Ontario inc., 2004516 Ontario Inc., 2~1~2341 Ontario Inc.,
and First Leaside Fund Management lnc.

AMENDED VESTING ON~D~R
(Harmony Town Homes Limited Partnership)

THIS MOTION, made by the Applicants for an order approving. flee sale

transactiran (the "Transaction") contemplafied by an Agreement of Purchase and Sale:

(the "`Sale Agreement") between Harmony Townhames Limited Partnership. by its

general partner F.l.. Securifiies Inc. (the "Vendor"), and Skyline Real Estate Acqu sifiions

I.cg~E*8051165.1
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Inc. ("Skvtine Acquisitions") dated July 23, 2012, and appended as Exhibit "H" to the

Affidavit of Greg MacLeod, sworn. August 20, X012 (the "~illac~.eod Affidavit"), and

vesting in the Purchaser the right, title and interest of the Vendor in and to the assets

described in the Sale Agreement (the "Purchased Assets"), was heard this day of 330

University Avenue, Toronto, Ontario.

ON READING the MacLeod Affidavit, the fourth report of Grant Thornton Limited, in its

capacity as court appointed manitnr (the "Monitor") dated August 21, 2012, (the

"Report") and on hearing the submissions of counsel for the Applicants and G.S.

MacLeod & Associates lnc. (the "CRO"), the Monitor, Fraser Milner Casgrain LLP in its

capacity as Cvurt appointed Representative Counsel, no one appearing for any other

person on the service I'rst, although properly served as appears from the affidavits of

service of Mary Carreiro sworn August 2Q, 2012, filed

AND UPON the Applicants reappearing before the Court an September 19 2012 to

seek an amendment to the #orm of this order to permit title to the Purchased Assets to

be taken in _the name of Skyline Real Estate Holdings Inc (the "Purchaser") ..rather

than Skyline Acquisitions, as permitted by section ~ 1.2 of the Sale Agreemen#.

1. THIS COURT ORDERS that the time for service and filing of the notice of motion

anci the motion record is hereby abridged and validated so that the motion is properly

returnable today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS AND DECLARES that the Transaction is hereby

approved,. and the execution of the Sale Agreement by the CRU is hereby authorized

and approved, wifh such minor amendments as the CRO may deem necessary. The

CRO is hereby au#hnrized and directed to take such additional steps and execute such.

additional documents as may be necessary or desirable for the completion of the

Transacfiion and for the conveyance of the Purchased Assets to the Purchaser.

3. T~IIS 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 "CRO'S Gertific2~te"), all of the Debtor's right, title and interest in and to the

Purchased Assets described in the Sale Agreement and listed an Schedule- "B" hereto

r..Cg~*ass i cis.
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shall ves# absolutely in tl~e Purchaser, free and clear of end #rom any and all security

interests (whether contractual, statutory, or otherwise), hypothecs, mortgages, trusts ar

deemed trusts (whether contractuaE, statu#ory, or otherwise), liens, executions, levies,

charges, or other financial or mone#ary 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 encumbrances or charges created by the C7rder of Mr. Justice Brawn dated

February 23, 2012; (ii) atl charges, security interests ar claims evidenced by

registrations pursuant to the Personal Property Security Act (Ontario) or any other

personal properky registry system; and a!! of which are collectively referred #o as the

"Encumbrances", which farm shall not include the permitted encumbrances,

easements and restrictive covenants listed on Schedule "C" and, far 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.

4. THIS COURT ORDERS that upon the registration in the Land Registry Office for

the Land Titles Division of Kent (No. 24) of an Application for Ves#ing Order in the form

prescribed by the Land Titles Act and/or the Land Registration Reform Act, the Land

Registrar is hereby directed to enter the Purchaser as the owner of the subject real

property identified in Schedule B hereto (the "Real Property") in fee simple.

5. THlS COURT ORDERS that for the purposes of determining the nature and

priority of Claims, the net proceeds from the sale of the Purchased Assets shall stand in

the place and stead of the Purchased Assets, and': #hat from and after the delivery ofi the

CRO's Certificate all Claims and Encumbrances shat! attach to the net proceeds from

fihe sale of the Purchased Assets with the same priority as #hey had with respect tD fhe

Purchased Assets immediately prior to the sale, as if the Purchased Assets had not

been sold and remained in the possession or con#rof of the person having that

possession or control imrnedia#eiy prior to the sate,

6. THIS COURT ORDERS AND DIRECTS the Monitor to file with the Court a copy

of the CRO's Certificate, forthwith after delivery thereof.

7. THIS COURT ORDERS that, nntw'tthstanding:

F,egal*805 ~ X 65.1



(a) the pendency of these. proceedings;

(b} any applications for a bankruptcy order now or hereafter issued pursuant

to the Bankruptcy and 1ns~alv~facy Act (Canada) in respect of the Debtor

and any bankruptcy order issued pursuant to any such applications; and

(c} any assignment ire b~nRruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to #his Order shall be

finding can any trustee in bankruptcy that may be appointed in respect of the Debtor and

sha11 not be void or voidable by creditors of the Debtor, nor shall it constitu#e nor be

deemed to be a settlement, frat~duler~t preference, assignment, fraudulent cor~ueyance,

transfer at undervalue, ar other reviewable transaction under the Bankruptcy and

Insolvency Act (Canada) or any other applicable. federal or provincial legis4aton, nor

shatE it constitute oppressive or unfairly prejudicial conduc# pursuant to any applicable

federal or provincial legislation.

8. THIS COURT {JRD~RS ANA DELL ARES that the Transaction is exempt fi'rom

the application of the Bulk Sales Act- (Ontarioj.

9, THlS COURT HEREBY REQUESTS the aid and recogn~tian of .any court,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United

States to give effecfi to this Order and to assist the Receiver and ets agents in carrying

cut the terms of this Order. All courts, tribunals, regulatory and administrative bodies

are herby respectfully requested tc~ make such orders and to prc~vid'e such assistance

to the Monitor, as an officer of this Courfi, 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.

,ds~~z.~'S~E.'~. ~ -., r >.,

r s $ti~~~< t'J'

~1 1 V ZO12
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Schedule A —Form of CR(3's Certificate

Court File No. CV-~ 2-~J617-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(Commercial List)

(N THE MATTER OF THE COMPANIES' CRED/TORS ARRANGEMENT ACT, R.S.C.
1985, C. c-36, AS AMENDEQ

AND IN T~iE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF First
Leaside Wealth Management Inc., first Leaside Finance Inc., First Leaside
Securi#ies 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 l.easide Realty tl
Inc., First ~..e~side finvestments Inc,, 96501q Ontario Inc., 1045517 Ontario Inc.,
1024919 Ontario tnc., '1031628 Ontario Inc., 1056971 Ontario Inc., 1376095 Ontario
Inc., '1437290 Ontario L.fid., 1244428 Ontario l.td., PrestonOne Development
(Canada) Inc., PrestonTwo Development {Canada) fnc., PrestonThree
Development (Canada Inc., PrestonFour ~evelapment (Canada) Inc., 2088543
Ontario Inc., 208544 Ontario Ir~c., 2088545 (}ntario Inc., 93316fl? Ontario Inc.,
Qu~enston Manor General Partner Inc., 14Q8927 Ontario Ltd., 2107738 Ontario
Inc., 14'183&1 t7nfiario L#d., 2128054 Ontario Inc., 2069212 Ontario Inc., 1132413
Ontario Inc., 2067171 Ontario Inc., 2085306 On#ario Inc., 2059035 Ontario 1nc.,
2086218 Ontario Inc., 2885438 Ontario Inc., First seaside Visions Management
Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007804 Ontario Inc., 20194'18
On#ario Inc., FL Research Management ln~., 970877 Ontario tna., 10316x8 Ontario
Inc., 1045516 Ontario Inc., 2004596 Ontario Inc,, 2192341 Ontario Inc., and First
seaside Fund Management Inc, (the "Apptica~nt")

CRO°s CERTIFICATE

RECITALS

A. Pursuant #o an Order of the Honourable Justice Brown of the Ontario

Sup~riar Court of Justice {the "Cour't") dated February 23, 2012, G.S. MacLeod

& Associates Inc. was appoin#ed as the chief restructuring officer {the "CRO") of

the undertaking, property and assefis of the Applicants.

B. Pursuant to an Order of the Court dated August 23, 20~ 2, as amended on

September 19~ 2012 collectively the "Vesting Order"), the Court. approved the

agreemen# of purchase and sale dated July 23, 2012 {the "Sale Agreement")

be#ween Harmony Town Homes Limited Partnership by its general partner F.L. ~~

T.egal*80511 b51



Securities lnc. {the "Vendor"), and Skyline Real Es#ate Acquisitions Inc., the

benefits of which were assigned to Skyline Real Estate Holdings Inc. (the

"Purchaser") and provided for the vesting in the Purchaser of the Debtor's 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 fihe 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

ou# in the Sale Agreement have been satisfied or waived by the CRO and the

Purchaser; and (iii} the Transaction has been completed to the satisfaction of the

GRO.

C. Unless otherwise indicafied herein,. terms with initial capitals have the

meanings sit out in the Sale Agreement.

THE CRO CERTIFIES the following:

1. The Purchaser has paid and fihe Vendor has received the Purchase Price

for the Purchased Assets payable on the Closing Date pursuant to the

Sale Agreement;

2. The conditions to Closing as sat out in the Sale Agreement have been

satisfied or waived by the CRQ and the Purchaser; and'

3. The Transaction has bean completed to the satisfac#ion of the CRO.

4. This Certificate was delivered by the CRO at on ,

2012.

G.S, MacLeod. &Associates Inc., in its
capacity as court appointed chief
restricting officer o~ the Applicants, and
not in its personal capacity

Per:

Legal"8051.165.1

Name: Greg MacLeod

Title: President

tg~



Schedule B
Purchased Assts

Municipal C]escrptic~r~

65 Fort Sfre~t, Tilbury, C?nt~r c~

Legal t?escription

LTS ~ 3 & 'f 33, PLAN 254 & PT .T 27, ~lU'f~TH MSDDL~ RD,
GEOG~~PH1C Tt)NSHII' QF TILBURY EAST AS tt~ 4427£6 S/T
Tt721 ~ SUBJECT TC~ A,N ~AS~MEl~T iN GRQSS t3~E~2 LTA 13~ & 133,.
P-LAN 2~4 & PT LT 27, NORTH MIQt?LE RD (TfLBURY ~~STj AS f
~427~6 A51N CK4a280 MJNfCI'PALITY CHAfiFIANi~KENT

::cgal~'8~5t1~5.I
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Schedule C

Permitted Encumbrances, Easements and Restrictive Covenants
related to the Real Property

{unaffected by the Ve$tng Urderj

'I. the reservations, limitations, exceptions, provisos and conditions, ifi any,
expressed in any original grants from the Crown including, without limitation,
the reservation of ar~y mines and minerals in the Crnwn or ~n any other
person;

2. encumbrances respecting minor encraachments by any Property over
neighbouring lands and/or permitted under agreements with the owners of
such other lands and minor encroachments over any Property by
improvements of abutting land owners;

3. title defects or irregulari#ies which are of a minor nature and in the aggregate
will not. materially impair the. use or marketability of the Property for the
purposes liar which it is presently used,

4. all easements, servitudes and rights-of-way which are registered againsfi the
Property;

5. any subdivision, site plan, development or o#her similar regional or municipal
agreements and registered restrictions, provided the same have been
complied with;

6. the Leases and any charge of the Tenant's nr a subtenati~fi's interest therein;:

7, Airport Zoning Regulations and amendments thereto;

8. Instrument No. T17215 registered` June 7, 1951 being a Transfer of
Easement to The Hydro-Electric Power Commission of Untar o;

9. Instrument No. 443108 registered April 9, 1987 being a Site Plan
Agreement;

10. lrtstrument No. CK9747 registered January '11, 2007 being a Land
Registrar's Order; and

11. Instrument No. CK45280 registered May ~~, 2010 being a Transfer of
Easement in favour of Union Gas Limited. ~,.,

~~
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THIS IS EXHIBIT "R" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

— --,
Patrick Joseph MacDonald, a Crnttmissfon¢r, ~
Province of Ontario, while aStudent-at-LaW.
Expires April 6, 2014.
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Court File No. CV-12-9617-OOCL

ONTAR/O
SUPERIOR COURT OF JUSTICE

(Commercial List)

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

AND iN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT tO~ first
Leaside Wealth Management 1nc., Firsf Leaside Finance Inc., First Leaside
Securities inc., ~L Securities Inc., First Leaside Management inc., First Leaside
Accounting and Tax Services Inc., First seaside Holdings Inc., 2086056 Ontario
Ir~c., First Leaside Realty Inc., First seaside Capital Inc., First Leasfde Realty 11
{nc., firs# Leas de Investments Inc., 965010 tOntario Ine., 1045517' Ontario Inc.,
1024919 Ontario Inc., '1031628 Ontario 1nc., 10 6971 Ontario Inc,, 1376095 Ontario
Inc,, '1437290 Ontario Ltd., 1244428 Ontario Ltd., Preston0ne Development
(Canada) Il7G.i PrestonTwo Development (Canada) Inc.., PrestonThree
Development (Canada) Inc., PrestonFour Development (Canada) Inc.., 2088543
Untario [nc., 2fl88544 Ontario Inc., 2088545 O►~tario Inc„ 1331607 Ontario Inc.,
Queenstc~n Manor General Partner nc., 1408927 On#aria Ltd., 2107738 Ontario
Inc., '1418361 Ontario Ltd., 2'128054 Ontario Inc , 2069212 Ontario Inc.,. 1132413
Ontario Inc., 2067171 Ontario Inc., 2085306 Ontario )nc., 2059035 Ontario Inc,,
2086218 Ontario Inc., 2085438 Ontario Irac., first Leaside Visions Management
Inc., 1049015 Ontario Inc., 1049016 Ontario Enc., 2007804 Ontario Inc., 2099418
Untario Inc., ~L Research Management Inc., 970877 Ontario tnc., 103'!628 Ontario
Inc., 1045516 Ontario Inc., 20045'!6 Ontario Inc., 219.2341 On#arid Inc., and First
Leaside Fund Manag~►x~ent Inc. (the "Applicant")

CRO's CERTIFICATE

RECITALS

A. Pursuant to an {~rd~r of the Honour~bie Justice Brown of the t)ntario

Superior Court of Justice (the "Court') dated February 23, 2012: G.S. MacLeod

Associates Inc. was appoin#ed as the chief restructuring officer (the "CROW) of

the uridertakir~r~, property ar~d assets of the Applicants.

F3. F'i.irsuant to an Order of the Court dated August 23, 2012; ~_s _a_mend_ecl_on

September 19, 'L012 collectively the ̀ Vestincl Order"), the Court approved the

agreement of purchase and sale dated Juiy 23, 2Q12 (the 'S~le Agreement"}



(~3

_~_

b~twe~n Harmony Town Humes Limited. Partnership by i#s general partner F.L.

Securities lnc: (the "Vendor"~, and Skyline Real estate Acquisitions la7c., the

benefits of which were assigned ~0 5kvline Real ~s#ate Holdings: Inc. (the

°Purchaser") artcl prav:ided for the vesting in the F'~~rchaser o~ the Debtor's right,

title and interest in and to the Purchased Assets, which vesting. is to be effective.

with respect to tMe Purchased .Assets t~pnn the. delivery by the CRO #o the

Purchaser of a certificate confirming {i) the payment by the Purchaser of the

Purchase Price far the Purchased Assets; {ii) that the cond~tiaris to Closing as set

out ~n the SaI~ Agreemen# have been satisfied ~r waived by the CRS and the

Purci~aser; and {iii) the Transac#ion has been completed to the satis#action afi tt~e

CRQ.

C. Urrl~ss otherwise .indicated herein, terms with_ ni#ial capitals have the

rnsanings set out in the Sale Agreement,

THE CRCJ CERTIFIES tt7e f~ilnwin~;

1. ~l~~~e Purchaser has .paid. and the Vendor has received the Purchase Prig

for the Purchased Assets payable on the Closing Date pursuant to the

Sale Agreement;

2', The conditions tU Closing as set ou# in the Saie Agreement. have been

satisfied or waived by the C4~0 and the Purchaser; and

~. The- Transaction has been ~om~leted to the sa#isf~c#inn of the CR(O,

4. This Certificate was deliver~c~ by the CRU at Toronto on September 20, 2U1

G.S, MacLeod &Associates inc., in its
ca,p~city as court appointed chief
restricting o#f`r~er of the Applicants, and
~~ot in its pers~nal,~capaci#y,~

~~." ~ '°R! 1~ ~ 3 
.„ems A

_ ~;
ame: Greg Ma end ~ ° . ` , ̀~~~

~i~l~° Pr~~id~r~t ~ .~ ~r::~, ~~;_~ ~: ~ Zfl11 f

`~ ,l~~ ~~$ra
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THIS IS EXHIBIT "S" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

- _ -,

'Patrick Joseph Maction2ld,aGc1~'~''

Province of Or~tario,'wtu70aSilld~''~''~w•

Expires April 6, 2014•
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ASS~GNMI+aN'1' UI~ ASSET 1'i11~C;1-IAS1~, A(rl~.l 1+;MI~aN"I'

TT-ITS ASSI(yNMY~~NT is m~dc as oi'che 5`~' day ofScptcnaber, 2012,

BETWCrN:

AMYCA ACQUISITIONS zNC,

(hcrein~fter caU~d the "Assigner")

~r~d

ICYNGS~TT REAL ESTATE MOXtTGAGT LP NO. 3

(hereinafter c~l(ed the "Ass~~nee")

ar~d

ICTNGS~TT REAL ESTATE GRO'WTI~ LP NO.3 Ind
K~NG~S~TT REAL CSTATE G120'VVTH I.,P NO.4

(hereinafter collectively called the "Xndemnifier")

WHEREAS;

A, Tlie Assignoz~ entered into an asset purchase agreement dated August 3, 2012 between
480 Metcalfe Street (Ottawa) Limited Partnership, 100 Isabella Street (Ottawa) Limited
Partnership and Redwood Retirement Residences (Ottawa) Limited Pai•tnersl~ip (collectively, the
"Vey~dor"), as vendors, the Assigno~~, as pua~chaser, aald Kiz~gSett Real estate Growth L,P Nn, 2,
as indemnifier (the "Purchase Agreement"), whereby dze Assignor agreed to purchase from tha
Vender all of its interest in and to the Purchased Assets as mare particulu•ly desc~~ibed in the
P~irchase Agreement; and

B, The Assignor wishes to assign absolutely all of its right, title and interest, benefits,
advantages, rights, obligations and dunes ire and to the ~'urchase Agreement to the Assignee.

NUW THEREFORE this Assignment witnesses that in consideration of the premises and other
good and valuable consideration paid by the Assignee to the Assignor (the receipt and
su~'I'1C1~1~Cy 0~ W}]iCI~ IS I1('l~eby acknowledged), the Assignor absolutely assigns and transfers all
of its right, title and interest in aiad to the Purchase Agreement and all benefits, advantages,
rights, duties and obligations to be derived by the Assignor from tlae Purchase Agreement to the
Assignee.

T~-Tl±; ASSIGNOR covenants and agrees that;

\C'Sl.cgn110594A5\10020\H 1 s I I t sv3



(a) ll 110W ~1ilS I~II~I ~)OW~I' t111Cj absolute t~uthority to assibn ~~nd transfer the I'iu~cl~t~se
nb,•ceme~~t to lhc~ nssi~nce; <iiad

(b) it shill i~orthwiCh on dcm~i~d cnt~r into, e;xceute and deliver to the nssibne:e, at the
nssi6rlec's C;X~~C11SC, such lurthcr assigz~~~~cnls and t~ssurane~s of tl7e 1'urcl~ase
Abrceme;nt. ~~s the; nssibncc shtlll reasanaUly rcq~~ire:.

2. THE ASSIGNOR w~u~ranls anti rc~~re;sc~~ts co the Assignee: chit;

(a) the Pureh~isc A~a•ee;me;nt is ~ v~~lici a.nci subsisting agi'CC111CI1I C011Stl~lll111~ tI1C ~11lICe
and only agreement between the parties tl~ct~eto; and

(b) z~n naiiee lags be~x~ ~~eceived fi•am a~ly other parCy la the Pua•cl~ase; A~rec~~nent
ttlleging default by the Assignor in tl~e perfoc~nance oi' its obli~atic>ns pursuant to
the I'urehase Agreement.

3, TX~I±; ASSYGNI±',E covenants and agrees that it shall assume all of the Assignor's ri~l~t,
title, inCerest, benefits, advantages, rights, duties and obligations under the Purchase
~.greement and the Assignee agi'~~S ~h1Y U~OIl ~X6CUt1Q11 Q~ t~~1S A,SSl~t1111~111 lti SI1c1II be

salcly responsible for performing; any and all obligatioa~s of the purchaser under the
Purchase Agreement,

4. TI-XE ASSYGNFE AND THE XNDEMNTFIER hez•eby agrees to indemnify and save
l~ari~-~less the Assi~no~•, on a joznt and seve~•al basis, ~'i•onz any and alI damages, costs,
losses, expenses, legal fees and disbursements incurred ar arising in any way fi•om the
Purcl~ase Agreement including, without limitation, as a result of any failure of the
Assignee to fulfil] and honour its aUligations under the T'urchase Agreement.

This Assignment may be exeouted in counterparts and by facsimile transmission and each
stitch counterpart shall be deemed to be an original, and all such counter}~arts together
shall constitute one and t11e same instrument,

6. This Assignment shall be binding upon and enure to the benefit of and shall be
enforceable by the respective successors and assigns of the parties hereto and al] words
and plu~ases shall be taken to include the singular or plural or masculine, Ceminine or
neuter gender as the circumstances shall x~equi~•e.

7. Capitalized terms used but not dei"ined herein s11a11 have the respective meanings ascribed
thez•eto in the Purchase Agreement,

-- signatures follow an next page --

~rs~.c~;~~~ris~~~ns'~~ioo2n~~e ~ s i t i s~•a



IN WITNTSS WI~iI±,ROOF the pa~~cies hereto 11~~ve executed this 1lssigr~n~.ent as of the clztc find
year .first writtct~ above.

AMYCA ~ QUI~ITIOI~S ANC,

Per; ~
r~

Nan Samir Manji
Title: President

ICINGSL`I'7' .RFA~, ~STA'iT MORTGAGr
~I' NO, 3 TNC., in its capacity as general partner
far and on bel~~lf of KingSett Real Estiatie
Mortgage LP Nu, 3

Pea':

Name; Rab Kumcz'
Title: Vice ~'x~esiclent

~CTI~CCYS~TT I~AL ~S~'ATL+' ~rt0'W'~'II GP
NO, 3 INC,, in its ca~~acity as General pzrtner'[or
acid on behalf of Kix~gSett Rea] ~;sti<•~te Growth LN
No. 3

e'er;

Name; Rob Kumer
Title; Vice President

KINGS~TT RrAT., ~STA'1'~ Gi20WTII Gl'
NO, 4 INC., in its e~pacity as ~;ener~l part~ier for
a~ld on hel~~lf of I~in~Sett Real Lstlte C7rowtti I,P
Na. ~

Per;

~GS1,cF;a1\059415\110020\5151 ~ I Sv3

Name: Rob .'Kwner
Title: Vice 1'~~esidei~t

•



IN WITN:Ii',S'~ WriXa121~~~)1~' tlac h~ta'l1CS I1f;Te.'l"n I1c1VG C;X~GIII:(;C~ 1115 /1SSijnm.e:nt ~s of the cl~itc~ and
year i~irst wcilCe:~~ ~~Uc~ve,

AM1C;A A(:'(1[:11'i('C'I()NS 1NC~.

I'er;

N~une: ,S~~mir lv~anji 
_._._._...~~.._..._.____..__.....___...

'1"i1lc; l'x~esicient

KING4I!;T'~' Xt:~AL l!;ST,~T~ MQ~2TCxAGr
GI' NO.3 INC:'., 111 lf5 Cflpacity ~~s ~;ener~l ~~~rtner
f'or ~nci u» 1~c1~~lf al:' I<in~Se;tt Ttc;~~l I~,st~~tc
Mort~;a~;e LP Nn. 3

Per; ~~~~

1me: Role 1{umer 
—_..._

"['itle; Vice 1'resielent

KINGS~TT ~2FAl:~ ESTA7'~ GRnWTH GP
N4.3 INC., in its capacity as ~cnezal partner liar
and nn t~ehali'af KingSctt RGttI Estate Growth I,P
No, 3

Pei,

a~n~; Rob Kumcr
Title; Vice President

XCINGSETT REAL ~STATL GROWTH GP
NO.4 INC., in its capacity as general partner for
and on behalf of KingSett Real estate Growth LP
No. 4

Per: ~~.~~`~-~'f~..--'~~,.~ .,
------------- --------

N~ma, Rob T~.umer
Title: Vice President

\\'til..egal .059gA 5\~ 1(Nl2(1\K 151 I 15~~1

.•
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THIS IS EXHIBIT "T" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

t~atrick Joseph MaCnonaid, a Comm;sSiotY21', e~„
Province of Ontario, while aStudent-at-LaW.
expires Flpril 6, 2014.



WAIV1+JIt 1VO"IIC.I~~

'1'O: 480 M~TCAI.~FI", S'I`itEE'I' (O'I"l'AWA) LIMTTF:ll 1'AR"t'N1a12SilIP, lOQ
ISABrL,I~A S'TRI!.I±aT (O'i'TAWt1) LIMITED I'ARTNI RSI~TP r►ncl RrI)'WOQD
RETIREMEN'~' Rl+',SIDI~,NCLS (O`.l'1'AWA) LIMITED I'AR'I'N.ERSI-iIl'
(collectively, the "Vendor")

RE: KingSett Resil Estate Morl~a~e I,P Nn. 3 (tbe "1'urclaaser") acquisiti<~n Prim the Vendor
Qf t~lC ]aTOperty municipally knov~~n as 480 Metcalfe Street, 1()0 .isabell~ Street, and 26Q0
& 2604 Draper nv~nt~e, Ott~Yw~~, OriI~~I'IU }~UPSUiIIlI LC) ciIl ~SSE~ ~'lUI'CI1ilSt; Ei~;l•~ement dated
August 3, 2012 betv~~een the Vcncior, as vendoz•, ~I"I7]Cc~ ACC]lgS]t1UI1S I11C•. ~"Amiea"), as
plll'C~1c1SCI•, and KingSctt R~~il Estate Growth L,F' No. 2, as indemnifier, the i~ltcrest af'
Amica, as purchaser, having been assigned to the Purchaser pursuant co an assignment
of asset purchase agreement daied September 5, 2012 between ~lmica, as assignor, the
Purchaser, as assignee, and KingSeit Real F,state Growth I.,P No. 3 and KingSctt Real
Estate Growth ]:,P No. 4, collectively as indemriifie~•s (the "Purchase Agreement"}

The Purchaser hereby waives the Inspection Condition in favour of the Purchaser set out in
Section 7.0? v#~ the Purchase Agreement. Capitalized terns used in this Waiver Notice shall
have the rneaniil~ ascribed thereto in the Purchase Agreement. All terms and conditions or the
Purchase Agreement will remain the same and time shall remain of the essence.

DATED at Toronto this Sty' day of September, 2012,

KINGSETT REAL ESTATE MORTGAGE
GP NO. 3 INC., in its capacity as general partner
for and on behalf of KingSett Real Estate
Mortgage LP No

Per: ~r ~ ,, n ~t .r

Name: Rob Ktrmer
Title: Vice President

WSI.eg~I\059445`:00020\RI S 12-0drI

Znl
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THIS IS EXHIBIT "U" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

Patrick Joseph MacDOn21d, ~I COfnff$SSTOGEI'A~
Province of Ontario, while a Student at Law.
Expires Aprii 6, 2014.



Co rk File ~Yumber: ~ ~ ~ ti Z ~ ~ ~, i 7 — o o ~. t~

superior Corr# of Justice
Gomm~r~ial List

~~~1~1~1~°~S~

A~~

Defendants)

Case Nl~r~ager-nertt [~ ~`es ❑ No by Judge:

Zo3

Gt~u~sel Telephone No: Facsi~t~ile No:

3 l~ i ~t,,t.~,,.,, ~s ~ w j r ~~-- ~''6 ~ — ese~U ,3'c-s .~

~] Order [~] Direction ~c~r ~egistr~r {No forma# ar~i~r need Ibe taken out)
At~ove action transferred to the Ct~mm~rci~1 Lest at Tor~ntc~ ~No fo~-m~t order need. be taken out)

l~dj~aurn~d ter;
~] Time "~~ble ap rcrv~d {as fellows};

4~

~lddit~c~n~1 Pages

c9ge s igr~att~re



THIS IS EXHIBIT "V" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

missioner for Taking Affidavits,

~ta~rick Joseph MacDonald, a 
Commissiar►2~,e~s

Province of Ontario, while a Shld~

Expires April 6, 2014.

Zdy
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Court File Number. ~ V '~_ I ~ ~ ~ r ~ ~ ~

Superior Court of Justice
Commercial List

FILE/D~RECTIONIORDER

~~ ~ ~ ~~ ~~~~ ~~
AND

Case Management Q Yes ❑ No by Judge:

~~~~~~~~
Plaintiffs)

Defendants)

Counsel Telephone No: Facsimile No:

❑ Order ❑Direction for Registrar (No formal order need be taken ou#~
❑ Above action transferred to the Commercial List at Toronto (No formal order need be taken out)

❑ Adjourned to:
❑ Time Table approved (as fo{lows}:

r

~ ~~ // ~i'
Date Judge's Signat re

❑Additional Pages

-~



THIS IS EXHIBIT "W"REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

----i

Patrick Joseph 
MacDon2ld, a G~~~~~~~~

province o f'06t 20 4 
hide a S1~~'"~"~'

Expires Ap
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Court File No.

ON?'ARIt1
SUPERIOR COURT OF JUSTICE

Commercial List

BETWEEN:

FIRST LEASIDE WEALTH MANAGEMENT 1NC., FIRST LEASIDE
FINANCE INC., FIRtST LEASIDF., SECURITIES 1NC.

and FL SECURITIES INC.

-and-

PHILLIPS, MARGARET DAVIS and X70877 ON'I'ARIQ INC,

STATEMENT OF CLAIM

TO THE DEFENDANT(S):

Plaintiffs

Defex~dants

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
Plaitztiffs. The Claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you ar an Ontario lawyer acting for
you must prepare a Statement of Defence in corm 18A prescribed by the Rules of Civil ~'rocedure,
serve it on the Plaintiff',s lawyer or, where the Plaintiff does not have a lawyer, serve it an the
Plaintiff; and file it, with proof of service, in this court office, WITHIN TWENTY DAYS after this
Statement of Claim is served on you, if you are served in Ontario.

If you are served in another province or territory of Canada or in the United States of
America, th.e period for serving and Cling you~ Statement of Defence is forty days. If you are
served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a Statement of Defence, you may serve and file a Notice of
Intent to Defend in Form 1 SB prescribed by the Rules of Civil Procedure. This will entitle you to
ten more days within which to serve and file your Statement of Defence.

IF YOU FAIL TO DEFEND TINS PKOCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOtJ IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TU I'OU. IF
YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES,
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-2-

LEGAL AID MAY I3E AVAII:,ABLE TO YOU BY CONTACTING A LOCAL LEGAL AID
OFFT.CE.

IF YOU PAY THE PLAINTIFF'S CLAIM, and $750 for costs, within the tune for serving
and filing your Statement of Defence, you may move to have this proceeding dismissed. by the
Court. If you believe the amount claimed for costs is excessive, you. may pay the Plaintiffls claim
and $400 for costs and have the costs assessed by the Court.

~ ~'
Date August 28, 2012 Issued by ~ ~; ~~r'~~_ ,. T~

Local R~e~s ar ,~, ~t,t~s~~;;otrta
Address of t~";; =~
court office: 3~33~-~)~ni~v~r~~tyAven~xe;-lOt~lo~r ~ I

Tore~to~ON~ IvI:SG--i-E~fr~ ~

TO: David Phillips ~~, ~y c~~~ ,}x}571
430 Regional Road #S ~~ ~~~~,~~~C ~~ '~~~
RRl Uxbridge, ON L9P 1R1 ~,~~+~~Y / Ct;~Y1M~~lGll~t.

~UUA7~
AND TO: Margaret Davis 3~ t3;V1~ h~'

430 Regional Road #$ ~`~~ ~-~
RR1 Uxbridge, ON L9P 1R1 ~~~~~' ~~~~ ~

AND TO: 970877 Ontario Inc.
430 Durham Road
Suite #8
Uxbridge, ON L9P IIZl
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CLAIM

1. The plaintiffs, a group of affiliated companies (collectively, the "FL Plaintiff`s"), claim, as

set nut herein:

(a) As against th.e defendant, David Phillips ("Phillips"). and, as set out below, 9'7Q877

Ontario Inc. ("970877"), daina~es in an amount to be determined before trial, for

misrepresentation, fraudulent misrepresentation, breach of contract, breach of

fiduciary duty, breach of duty of loyalty, oppression, conversion, conspiracy,

unjust enrichment, knowing assistance anal knowing receipt, including:

(i) An Order for payment of the sum of $202,420.00 representing loans made

by First Leaside Wealth Management ("FLWM") to Phillips, as evidenced

by two promissory notes dated December 31, 2009 and December 24, 201 U

in the amounts $SO,OQa.00 USD (converted at the time to $52,42~.OU CAD}

and $150,000.00 respectively, si~,med by Phillips in favour of FLWM;

(ii) An Order for recovery of $3,843,549.92 of funds improperly diverted from

the FL Plaintiffs by the defendant, Phillips, to himself and to his wife, the

defendant, Margaret Davis ("Davis"), directly, or to benefii Phillips and

Davis, including:

(1) $44,800.38 in improper payments caused by Phillips to he made

from FL Securities Inc. ("FL Securities") to Phillips and Davis ox to

bene#`it Phillips and Davis throughout the 2011 fiscal year;
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(2} $459,418.86 in improper payments caused by Phillips to be made

from FLWM to Phillips and Uavis or to benefit Phillips and Davis

throughout the 20ll fiscal year;

(3) $49,384.14 in improper payments caused by Phillaps to be made

from First Leaside Securities Inc. ("PEST") to Phillips and Davis or

to benefit Phillips and Davis throughout the 2011 fiscal year; and

(4) $657,696.54 in improper lump sum payments caused by Phillips to

be made from several of the FL Plaintiffs to Phillips and Davis or to

benefit Phillips and Davis throughout the 2011 fiscal year,

comprising:

(A) improper payments amounting to $131,093.74 caused by

Phillips to be made to 970877, a company owned by

Phillips, frain FLWM; and.

(B) imp~•oper payments amounting to $526,602.80 caused by

Phillips to be made to 970$77 from First Leaside Finance

Inc. ("First Leaside Finance");

(5) $2,632,250.00 of funds improperly diverted from FLWM by

Phillips by way of improper and unauthorized dividends caused by

Phillips to be declared by FLWM and received by 974877, which

dividends Phillips subsequently caused to be paid from 970877 to

himselfpersonally, dating from 2004 to 2010;
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(iii) An Order for recovery of $2,541,419.50 of funds improperly diverted from

FL Securities and FLSI by the defendant, Phillips, to Davis directly, or to

benefit and improve th.e ~i~operty located at 430 Re~it~nal Raad #8 in

Uxbridge, Ontario (the "Uxbridge Property"), which property is in the name

of Davis and is the personal residence of Phillips and Davis, as evidenced

by:

(1) $1,687,564.00 in improper leasehold improvements to the Uxbridge

Property caused by Phillips to be paid by FL Securities;

(2) $2E7,855.50 in improper payments towards a windmill on the

Uxbridge Property caused by Phillips to be paid by FL Securities;

and

(3) $5$6,000.00 in improper "rent" payments caused by Phillips to be

paid by FLSI to Davis directly;

(b) As against the defendant, Davis, damages in an amount to be determined before

trial, for r~iisrepresentation, fraudulent misrepresentation, breach of contract,

breach of fiduciary duty, breach of duty of loyalty, oppression, conversion,

conspiracy, uuljust enrichment, knowing assistance and knowing receipt, including:

(i) An Order for payment of the sum of $160,000.00 representing loans made

by FLWM to Davis, as evidenced by two promissory notes dated December

24, 2010 in the amounts of $150,004.00 and $l0,OQ0.00 respectively,

signed by Davis in favour of FLWM;
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(ii) An Order for recovery of $2,541,419.SQ of funds improperly diverted firom

FL Securities and FLSI and paid to Davis directly, ar to benefit and improve

the Uxbridge Property, as described above;

{iii.) 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 ar otherwise interfering with

any funds resulting frorrz the sale of the Uxbridge Property or any of its

related assets;

(iv) An Order pei~rnitting a Certif cote of Pending Litigation to be issued and

registered against the Uxbridge Property (as fiirther described in Schedule

"A" hereto); and

(v) A declaration that Davis holds the Uxbridge .Property in trust and on behalf

of F'L Securities;

(c) An Order, injunctive or otherwise, interim and permanent to preserve, trace and

locata all funds which the defendants have improperly taken fxorn the FL Plaintiffs

as set out above;

(d) An Order for an acco~.uiting of all fluids which the defendants have improperly

taken. from the FI, Plaintiffs as set out ttbove;

(e) Pre jud~nent infierest in accordance with the promissory Hates referred to below,

and in the alternative, in accordance with section 128 of the Courts of Justice Act,

R.S.O. 1990, c. C.43, as amended;
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(~ Post judgment interest in accordance with th.e promissory notes refereed to below,

and in the alternative, in accordance with section I29 of the Courts of Justice Act,

R.S.O. 1990, c. C.43, as amended;

(g) The costs of this proceeding on a substantial indemnity basis, plus all applicable

tomes; and

(h) Such. further and other relief as to this Honourable Court may deem just.

The Parties

The Plaintiffs

2. The plaintiffs, First Leaside Wealth Management Inc., Pirst Leaside Finance Inc., First

Leaside Securities Inc. and FL Securities (as above, the "FL Plaintiffs"), are a group of affiliated

companies. The four FL Plaintiffs form part of a greater enterprise that comprises a large number

~f affiliated companies and limited partnerships (collectively, "First Leaside"). First Leaside is

currently under Companies' Creditors Arrangement ~4ct ("CCAA") proceedings and is managed

and controlled by a Chief Restructuring Officer, discussed in detail below at paragraphs 20 to 28.

3. At the relevant times, First Leaside ran numerous businesses, including the operation and

development of commercial and multi-residential properties and retirement residences. It

provided investment and wealth management services to investors who had invested with First

Leaside. Specifically, First Leaside raised debt and equity, and sought investments with the

objective of providing investors with consistent monthly distributions, potential capital

appreciation, and, in tie case of equity investments, potential tax deductions.
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4. There are si~lificant interrelationships between the various entities in First Leaside which

results in a complex corporate structure. Primarily, First Leaside's operations were centred on two

principal companies:

(a} First Leasicie V~'ealth Management Inc. (as above, "FLWM"}, a holding and

operating company and the ultimate parent of the Fixst Leaside group of

companies; and

(b) First Leaside Securities Inc. (as above, "PEST"), a wholly-owned subsidiary of

FLWM, and ari investment dealer under Ontario securities law and is regulated by

the Ontario Securities Commission ("t~SC") and the Investment Industry

Regulatory Organization of Canada ("I.IROC")

5. At the relevant times, FI.WM was owned and controlled by Phillips and Davis. Phillips

made all business decisions related to Fixst Leaside including what investments First Leaside

would make.

6. FLSI is the company tl~u-ough which First Leaside clients invested their money. Clients

used FI.SI to manage a portfolio of non-proprietary investment products, typically consisting of

more conservative investments such as bonds, treasury bi11s, and marketable securities as well as

proprietary equity (such as limited partnership units) and debt securities issued by first Leaside.

7. In addition to FLSI, I~LWM has five other wholly-owned subsidiary companies, including

the plaintiffs First Leaside Finance Inc. (as above, "First Leaside Finance") and FI, Securities Inc.

(as above, "FL Securities").
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S. First Leaside Finance is a conduit through which First Leaside facilitated intercompany

financial arrangements. Iri addition to its capacity as a ̀central bank' f'or rirst Leaside, from time

to time First Leaside Finance also acted as a buyer of client positions in investment products

through FLSI.

9. FL Securities is an exempt market dealer that is registered with the OSC. It acted as an

asset manager and promoter of-.real estate ~issets and charged fees for these services.

10. Until recently, First Leaside's head office was located at 430 Regional Road #8 in

Uxbridge, Ontario (as above, the "Uxbridge Property"}. Approximately 90% of the business of

First Leaside was operated out of an apportioned 3,200 square feet of the Uxbridge Property. The

Uxbridge Property is also Phillips and Davis' personal residence.

The Defendants

11. The defendant, David Phillips, is an investment advisor and trader..

1.2. Phillips faunded First Leaside in 1989. From that time until November 2011, Phillips

controlled the operations of First L~aside and was its primary directing mind. T'hil.lips and Davis

had signing authority in respect of all payments made from various First Leaside entities. Among

other titles, Phillips was the President, CEO and Secretary of FLSI and the President and a director

of PLWM. Phillips and Davis awned 100% of the common. s~lares of FLWM.

13. 970877 Ontario Inc. (as above, "970877") is a holding company wholly owned by Phillips.

14. The defendant, Margaret Davis, is Phillips' wife. She is also a Director and Officer of a

number of First Leaside entities. At the relevant times, her day-to-day duties included acting as
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supervisor of all banking operations foz all First Leaside entities. Since 1999, Davis has been the

sole owner of the Uxbridge Property.

The Uxbridge Property

1 S. Davis purchased the Uxbridge Property from FL Securities in 1999 for $400,000.00. At

the time of the purchase, the Uxbridge Property was a modest bungalow on approximately

eighteen acres of Land. Since that time, it has served as Phillips and Davis' personal residence.

Y6. On January 1, 2004, Davis entered into a lease agreement with FL Securities (the "Office

Lease Agreement") setting out the financial terms of an agreement to run and operate First Leaside

from the Uxbridge Property. (Prior to the events leading to the CCAA filing, discussed below,

90% of First Leaside's business was operated out of the Uxbridge Property under Phillips'

direction.}

17. Pursuant to the Office Lease Agreement, the term of the Lease is seven years, running until

January 1, 2011. The Office Lease Agreement further provides, inter^ alias

(a} "The said Lessee shall pay to the Lessor seventy-five percent (75%) of all

electricity costs and forty-four pexcent (44%) of all other expenses, including, but

not limited to: maintenance, utilities {excluding electricity), insurance, property

tax, security and capital improvements (the "Rent")"; and

(b) "The Lessee hereby covenants with the Lessor that the Lessee will pay the Rcnt

herein reserved at the tinnes and iii the manner aforesaid."

18. In 20Q$, Toronto-Dominion Bank ("TD") was granted a mortgage an the Uxbridge

Property for $900,Q00.00,
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19. On June 20, 2012, the Uxbridge Property was listed for sale at a listed selling price of

$2,290,000.00. It was sold on August 7, 2012 far $2,235,000.00 with a closilig date of October I,

2012.

Events Leading to First Leaside CCAA Filing

20. In the fall of 2009, the OSC commenced an audit of First Leaside. In or about March 2010,

the OSC escalated the audit to an investigation of First Leaside.

21. On March S, 2011, and in connection with the OSC investigation, First I.,easide, through

its counsel ("Counsel"), engaged an independent consultant, Grant Tkiornton Limited ("GTL") to

review its business operations, assess its overall viability, and report and make recommendations

about First Leaside's business, assets and operations.

22. GTL released a report o~ August 19, 2011 (the "August 19 Keport"). The August 19

Report advised, inter alia, that First Leaside was facing serious cash flow and operational

challenges, had weak financial reporting protocols, and pxoposed several recommendations.

23. On November 3, 2011, the Board of Directors of FLWM appointed an independeant

committee (the "Independent Committee") to assunne all decision-snaking authority in respect of

First Leaside and to oversee its operations. The decision to appoint the Independent Committee

was made in consultation with Counsel and with the USC.

24. On November 4, 2011, First Leaside retained GTL as an independent monitor to, in part,

satisfy fhe OSC thrxt First Leaside was iinplernenting a restructuring plan.
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25. In late October 2011, the OSC advised First Leaside that it intended to bring proceedings

against it, First Leaside then negotiated and implemented a valunlary cease-trade order over all of

its entities on NoveYnber 7, 2011.

26. In early December 2011, the Independent Committee appointed G.S. MacLeod &

Associates Inc. as Chief Restructuring Officer of First Leaside ("CRO"). The Independent

Committee asked the CRO fio develop a workout plan for First Leaside.

27. In late January 2012, the CR(J concluded that it was too risky and uncertain for First

Leaside to pursue a resumption of previous operations. The CRO's recommendation to the

Independent Committee was that First Leaside should Yuidertake an orderly wind-down of

operations. The Independent ~ammittee approved the proposed wind-down and the resultant

Companies' C,rec~itors Arrangerrterrt Aet ("CCAA") filing.

28. On February 23, 2012, a number of First Leaside affiliated companies and limited

partnerships (the "Applicants") made an application to the Ontario Superior Court of Justice

(Commercial List) (the "Court") to commence proceedings under the CCAA (the "CCAA

Proceedings"}. Un February 23, 2Q12, t1Ye Court issued an initial Order pursuant to the CCAA (the

"Initial Order"). Among other things, the Initial Order affirmed the appointment of the CRO and

gave the CRO the power and authority to manage the affairs of First Leaside, including the

commencement of legal proceedings.

The Defendants' Unlawful Conduct is Reveled

29. Since the Initial Urder was granted, First Leaside has discovered that Phillips and Davis

had for some time been improperly diverting and converting the assets of the FL Plaintiffs to their

own use and for their own use.



21q

Accounts Receivable

30. Phillips exercised his powers over the FL Plaintiffs in order to irnpraperly divert

$3,$43,549.42 of the FL Plaintiffs' funds away from the FL Plaintiffs and to Phillips and to Davis

directly, or to benef t Phillips and Davis directly.

31. Specifically, Phillips and Davis lived an extravagant personal lifestyle, which was funded,

directly or indirectly, by each of the FL Plaintiffs. For example, with further details to be provided

prior to trial, Phillips and Davis caused the PL Plaintiffs;

(a} to pay for landscaping, renovation, repair, utilities, telephone and other household

expenses relating to the Uxbridge Property, with title taken in Davis' name to

shield the Uxbridge Property from Phillips' creditors;

{b} to pay the salaries of household staff; including a housekeeper, a dogsitter and a

gardener;

(c) to fund the purchase of luxury goods, including rare wines and expensive art far

Phillips and Davis' own benefit;

(d) to pay Phillips' life insurance policy;

(e) to purchase Phillips' vehicles, and pay for vehicle costs, including gas, repairs and

other expenses;

(~ to pay personal credit card debts and other personal obligations;

(g) to pay Phillips' and Davis' personal taxes; and

(h} to pay for Phillips' and Davis' personal travel, hotel and meal expenses.
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32. The improper payments listed above were not approved by either the FLWM Board of

Directors or the Independent Committee.

33. ~~urther, First Leaside has discovered that Phillips caused a further $2,632,250.00 of funds

to be diverted from FLWM by way of improper and unauthorized dividends caused by Phillips to

he declared by FLWM and received by 970877, a company awned by Phillips, and subsequently

caused by Phillips to be paid by 970877 to himself personally. The $2,632,250.00 in improper

dividend payments were made between 2004 and 2010.

34. ~'hillips made no requests of the FLWM Board of Directors to declare the dividends, nor

were any resolutions passed by the FLWM Board of Directors with respect to the payment of

dividends to 970$77. Rather, the dividend payments were unauthorized and made unilaterally by

Phillips for Phillips's personal gain.

35. Together, the costs, payments, expenses and improper dividend declarations listed above,

and others, were made entirely for the persa~ial benefit of Phillips and Davis and in no way

benefitted First Leaside. These funds were diverted from the FL Plaintiffs exclusively for Phillips

and Davis' personal gain.

36. Accordingly, the FL Plaintiffs seek an order requiring that Davis, Phillips and 970877

reimburse the FL Plaintiffs fox the full $3,$43,549.92 in personal costs and expenditures

improperly charged to the FL Plaintiffs, and unauthorized dividends improperly paid by the FL

Plaintiffs, as set out above, plus additional amounts, the details of which will be provided prior to

trial.
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Loans Receivable

37. Phillips and Davis have also received improper and unauthorized loans from FLWM.

3 8. Phillips has received loans from FLWM in the amount of $202,420.00 which have not been

repaid, as evidenced by two promissory notes. The first is dated December 31, 2009 in the amount

of $SO,000.UU USD (converted at the time to $52,420.00 CAD} with an interest rate of 4% per

annum. The second is dated December 24, 2010 in the amount of $150,000.00 with an interest rate

of 6%per annum. Bath promissory notes are signed by Phillips in favour of FLWM.

39. Similarly, Davis has received loans from FLWM in the amount of $160,000.00 which. have

not bee~i repaid, as evidenced by two promissory notes. The first is dated December 24, 2010 in

the amount of $150,000.00 with an interest rate of 6% per annum. The second is also dated

December 24, 2010 in the amount of $1.0,000.00 with an interest rate of 7.S%per annum. Both

promissory notes are signed by Davis in favour of FLWM.

40. The loans to Phillips and Davis set out abUVe were not approved by the FLWM Board of

Direcfiors.

41. Accordingly, the FL Plaintiffs seek ari order requiring that Davis and Phzllips pay FLWM

for the full $362,420.00 representing the funds loaned to them, plus interest in accordance with the

amounts prescribed in the promissory notes, and as evidenced by the promissory notes referred to

above.

Improvements to the Uxbric~~;e Property Funded by the FrL Plaintiffs

42. In addition to the $3,843,549.92 of funds caused by Phillips to be improperly diverted from

the FI, Plaintiffs to fund Phillips and Davis' personal lifestyle, Phillips also caused a total of
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$2,541,419.50 of improper payments to be :made by FL Securities and FLSI to Davis directly, or to

benefit and improve the Uxbridge Property, and thus to ultimately benefit Davis directly, as

evidenced by:

(a) $1,6~7,564.Q0 in leasehold improvements to the Uxbridge Property caused by

Phillips to be paid from FL Securities (the "Leasehold Improvement Payments");

(b) $267,855.50 in payments towards the purchase and maintenance of a windmill on

the Uxbridge Property caused by Phillips to be paid from FL Securities (the

"Windiniil Payments"); and

(c) $586,OOO.QO in improper rent payments caused by Phillips to be paid from FLSI

(the "Rent Payments") to .Davis.

Leaseholr~ IrrtpYOVement Payments

43. As set out above, the Office Lease Agreement pertaining to the Uxbridge .Pxoperty

provides that the lessee, FL Securities, shall pay 44% of all expenses (the "FL Securities

Allocation"), including, but not limited to: maintenance, utilities (excluding electricity), insurance,

property tax, security and capital improvements.

44. The Office Lease Agreement was entered into for the sole purpose of improperly enriching

and bettefitting Phillips and Davis and was not in the best interests of FL Securities. Simply, the

Office Lease Agreement was a vehicle pursuant to which Phillips and Davis diverted money from

FL Securities to themselves to fund their lifestyle and increase the value of the Uxbridge Property.
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45. The Office Lease Agreement is oppressive and was entered into in breach of the

defenda~~ts' duties owed to the FL Plaintiffs. The Office Lease Agreement is void and/or should

be set aside.

46. Since 2004, Phillips and Davis have directed the following leasehold improvements to be

made to the Uxbridge Property using money of I~L Securities:

(a) extensive renovations anti upgrades to the bungalow, including additions,

renovations and improvements to the living quarters, tl~e establishment of a fttness

room and a rooftop deck;

(b) significant landscaping development, including the development oC a pond and

well on the property;

(c) development of a stone pathway entrance to the home and wrought-iron fencing;

(d) development of a spa, swimming pool and waterfall on the property; and

(e) the addition of a large garage with a fully finished loft therein on the property,

which garage also housed an atrium and a greenhouse.

47. Further in spite of the FL Securities Allocation, Phillips has, since 2004, directed FL

Securities to pay 100% of all expenses in respect of all leasehold improvements to the Uxbridge

Property, and FL Securities has done so at Phillips' direction. Although. 56% of leasehold

improvements were notionally allocated back to Davis (the "Davis Allocation") in accordance

with the UfFice Lease Agreement, the Davis Allocation was charged to a loan receivable account

due from David Phillips nn the books of FL Securities. As a result, FL Securities has effectively
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paid for 100% of the leasehold improvements to the Uxbridge .Property. Neither Phillips nor Davis

has paid for any portion of the leasehold improvements personally.

48. In any event, none ~f the leasehold innprovements giving rise to the $1,687,564.00 of

leasehold improvement payments paid by FL Securities are in any way linked to the business,

affairs or operations of First Leaside and, as a result, can not be deemed to be contemplated by the

Office Lease Ageement. Rather, each and every one of the leasehold improvements was made to

personally benefit Phillips and Davis.

49. As a result, the leasehold innprovement payments caused by Phillips to be made from FL

Securities to benefit the Uxbridge Property were made in breach of Phillips and Davis' fiduciary

duties and duties of`Ioyalty, and constitute oppression, conversion, conspiracy, unjust enrichment,

knowing assistance and knowing receipt.

50. Accordingly, the FL Plaintiffs seek an order requiri~ig that Davis and Phillips repay FL

Securiti~;s floe sum of $1,687,564.00 representing the total amount of leasehold improvement

payments caused by them to be paid by r L Securities to benefit the Uxbridge Property.

S 1. As a result of the leasehold improvement payments, the value of the Uxbridge Prflperty has

been greatly increased at the expense of the FL Plaintiff`s and for the sole benefit of Davis and

Phillips.

52. The Uxbridge Property, purchased by Davis for $400,000.Oq in 1999, was listed for sale on

June 20, 20l 2 at a listed price of $2,290,000.00. It was sold on August 7, 2012 for $2,235,000.00

«ith a clnsing date of Octaber 1, 2012.
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S3. As a result of the above, the F~L Plaintiffs seek 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 ox otherwise interfering with any funds

resulting from the sale of the Uxbridge Property ar any of its related assets, as well as an Order

permitting a Certificate of Pending Litigation to be issued and registered against the Uxbridge

Property

Windmill Payments

S4. In addition to tl~e $1,687,564.00 in improper leasehold improvement payments benefitting

th.e Uxbridge Property and the defendants paid. far by FL Securities as set out above, Phillips and

llavis also caused .FL Securities to make $267,855.50 in improper payments towards the purchase

and maintenance of a windnnill on the Uxbridge Property.

55. The windmill is owned by F.L. Research Management, a company that is owned by

Phillips and Davis. The windmill in no way connected to the business, affairs or operations of

First Leasic~e and, as a result, can not be deemed to be contemplated by the Office Lease

Agreement. Rather, each of tl~e iz~~proper windmill payments was made fog• the personal benefit

and enjoyment of Phillips and llavis,

56. Accordingly, the FL Plaintiffs seek an order requiring that Davis and Phillips repay FL

Securities the sutra of $267,855.50.

Re~zt .F'ayrnents

57. In addition to the Leasehold Improvement Payments and Windmill Payments detailed

above, all of whic}~ served to benefit and improve the Uxbridge Property and thus benefit Davis
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and Phillips directly, since January 2005, Phillips and Davis caused an additional $5$6,000.00 of

"rent" payments to be paid by FLSI directly to Davis.

58. Specifically, Philtips directed FLST to improperly pay Davis $6,000.00 in January and

February 2005, and for every month thereafter until November 2011, Phillips directed FLSI to

improperly pay Davis $7,000.00 per month.

59. These lump sum payments are not authorized by the Office Lease Agreement or by any

other agreement and are entirely improper. The payments were made directly to Davis for her

personal benefit and at Phillips' direction. Accordingly, the FL Plaintiffs seek an order requiring

that Davis r~;pay PLSI the sum of $586,000.00 representing the total amount of "rent" payments

she received from FLSI.

60. As the primary directing mind of First Leaside and as President, CEO and Secretary of

FLSI; Phillips is jointly liable by causing the monthly "rent" payments to be made by FLSI to

Davis.

Damages Suffered by the FL Plaintiffs as a Result of the Defendants' Wrongful Acts

61. The FL Plaintiffs plead that they have suffered enormous pecuniary losses as a result of the

defendants' extensive wrongful conduct as pleaded in this Statement of Claim.

62. The defendants' wrongful conduct has been ongoing for years. As a result, the FL

Plaintiffs have suffered exponential tosses for which the defendants are liable. The gains that the

defendants have received from their wrongful conduct have funded the defendants° extravagant

personal Lifestyle. The gains from the defendants' wrongful conduct have also funded extensive

renovations to the defendants' real estate, including the Uxbridge Property, and expenditures on
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assets related to the Uxbridge Property, which have drastically increased the value of the Uxbridge

.Property at the expense and to the detriment of the FL Plaintiffs.

The FL Plaintiffs are Entitled to the Relief Claimed

63. The FL Plaintiffs are entitled to all of the relief requested herein, including the interim

remedies, interim and interlocutory orders which they seek as a result of the defendants' actions as

set out above.

Misrepresentation and Fraudulent Misrepresentation

64. As the sole directing mind of First Leaside and as President, CEO and Secretary of FLS7

and President and director of FLWM, Phillips owed a duty of care to First Leaside, including all of

ifis entities.

65. However, Phillips has made inaccurate and misleading statements to the FL Plaintiffs with

respect to his use of the FL Plaintiffs' funds. He falsely represented that the FL Plaintiffs' moneys

were being used exclusively for proper purposes, when they were in fact being used for improper

personal purposes; specifically, to benefit acid enrich himself and Davis personally, and to benefit

and improve the Uxbridge Property.

66. Phillips made these false representations with the knowledge and intent that the FL

Plaintiffs would rely on them. Phillips' representations were false and, as a result, the rL Plaintiffs

have suffered the damages pleaded herein.

Breach of Contract, Fiduciary Duty and Duty ofLoyalty

67. As the sole directing mind of First Leaside, and as President, CEO and Secretary of FLSI

and President and a director of ~I,'VVM, Phillips was in a fiduciary relationship with First Leaside

and awed all of First Leaside, including all of the FL Plaintiffs, the commensurate duties and
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obligations. He had a duty to act in the best interests of the FL Plaintiffs, to conduct himself

honestly and in good faith, and to avoid conflicts of duty and self interest in accordance with the

duty of loyalty.

68. Phillips did none of the above. Instead, he misappropriated, diverted and converted the FL

Plaintiffs' funds to himself and to Davis and for his and Davis' personal use and benefit. In

flagrant breach of his fiduciary duties to the FL Plaintiffs, izlcluding his good faith obligations and

duty to avoid conflicts of duty and self interest, Phillips took advantage of his position at First

I,easide, benefitting personally for years by wilfully and entirely disregarding the FL Plaintiffs'

interests.

69. Similarly, Davis was in a fiduciary relationship with .First Leaside, including the FL

Plaintiffs, due to her positiozl as a llirector and Officer of a number of Pirst Leaside entities and her

role as supervisor of all banking operations for all First Leaside entities. Like Phillips, Davis also

misappropriated, diverted and converted tl~e FL Plaintiffs' funds to herself and to Phillips for her

and Phillips' personal use anc~ benerit. In flagrant breach of her fiduciary duties to the FL

Plaintiffs, Davis took advantage of her position at First Leaside, benefitting personally for years by

wilfully and entirely disregarding the FL Plaintiffs' interests.

70. The FL Plaintiffs seek an accounting from Phillips and Davis and the entities related to

Phillips and Davis for ali funds improperly taken and profits earned therefrom as pleaded herein.

Further, the FL Plaintiffs seek disgorgement of all funds improperly taken and profits earned

therefrom as pleaded herein and/or equitable and common law damages, in amounts to be

determined prior to trial.
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Oppression

71. At the relevant times, Phillips had the de jure control of both FL Securities and FLSI.

72. As sole shareholder of FL Securities and FLSI, ~'LWNI has standing as a "complainant", as

that term is defined in section 238 of the Canada Busz~ess Corporations Act, R.S.C. 1985, c. C-44

("C.13CA"), to seek a declaration pursuant to section 241 of the CBCA that Phillips tu~.d Davis have

exercised their powers over FL Securities and FLSI in a manner that is oppressive or unfairly

prejudicial to and that unfairly disregards the interests of FLWM.

73. As pleaded herein, Phillips improperly diverted funds from FL Securities and FLSI to

himself and Davis directly, or to benefit himself and Davis, and to benefit and improve the

Uxbridge Property. Davis, with the knowledge and support of Phillips, also diverted funds from

FL Securities anci FLSI to herself and Phillips ar to benefit herself and Phillips, and to benefit and

improve the Uxbridge Property.

?4. These acts were coininitted by Phillips and Davis for the wrongful purpose of enriching

themselves at the expense of FL Securities and FLSI. These actions violated FLWIVI's interests

and expectations as sole shareholder of FL Securities and FLSI and were not in the best interests of

the companies.

75. FL'WM reasonably expected that FL Securities and FLSI would continue to operate as

profitable ventures i~br many years to come. FLWM also reasonably expected that the companies

would be operated and managed responsibly by Phillips and that FLWM would enjoy along-term

interest in the increasing value of these businesses. However, Phillips pursued a course of conduct

designed t~ deprive F1 Securities anal FLSI of many of their assets in order to fund Phillips and

Davis' personal lifestyle and to benefit and improve the Uxbridge Property. These wrongful



23~

-24-

actions unfairly disregarded the interests and expectations of FLWM and were not in the best

interests of the companies.

76. As a result of Phillips and Davis' wrongful acts, the plaintiff FLWM seeks a declaration

pursuant to section 241 of the CBCA that the defendants have exercised their powers in a manner

that is oppressive or unfairly prejudicial to and that unfairly disregards the interests of FLWM, and

damages caused by their actions.

Conversion

77. The defendants, Phillips and Davis, by thezr misconduct, wrongfiilly converted the FL

Plaintiffs' funds for their own use, as pleaded herein.

78. The wrongful conversio~x of Phillips and Davis stems from. their i~zisappropriatian of the FL

Plaintiffs' funds anc~ their transfer of the F.T., Plaintiffs' funds to their own personal use. In doing

so, Phillips and Davis intentionally exercised control over the funds of the FL Plaintiffs in a

manner that impeded the possessory rights of their rightlul owners — FLWM, FLSI, FL Securities,

and First Leaside Finance.

79. In taking the FI, Plaintiffs' funds for their own personal use, Phillips and Davis knowingly

and wrongfully converted the funds by treating them as if they were their own and exercising

unauthorized control over their use; for instance, to pay extravagant personal living costs, personal

debts, obligations and other expenditures, and to pay for leasehold improvements and additions to

the Uxbridge Property, as set out in detail above.

80. Further particulars of the conduct of the defendants are within their knowledge.
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81. As a result of the conduct of the defendants, the FL Plaintiffs have suffered significant

financial damages and losses as plet~ded herein.

Conspiracy

82. Together, Phillips and Davis agreed upon and coordinated a deceitful scheme, the

predominant purposes of which were to commit a series of unlawful acts, namely the wrangfixl acts

of enriching themselves and injuring the FL Plaintiffs by misappropriating, diverting and

converting the FL Plaintiffs' funds for the purpose o:f achieving personal gain, and to ensure that

the FL Plaintiffs remained unaware of their unlawful behaviour.

83. Further, the conspiracy between Phillips and Davis was planned and conducted in such a

way that Phillips and Davis knew or aught to have known that injury to the FL Plaintiffs would be

likely to result from their wrongful actions. As a result of the defendants' actions, the FL Plaintiffs

have suffered damages as pleaded herein.

Unjust Enrichment

84. T.he defendants, Phillips and Davis, have been unjustly enriched by their misconduct. As

described abova, the defendants have benefited from their wrongful misappropriation and misuse

of the FL Plaintiffs' funds, despite having no juristic reason far this enrichment. The FL Plaintiffs

have correspondingly been deprived of the benefits of ownership over their own funds, as

described above. The defendants should not benefit £roan their misconduct. The enrichment they

have enjoyed from the misuse of Company money should be accounted for and disgorged fio the

FL Plaintiffs.
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Knowing Assistance arad Knowing Receipt

85. The defendants, Phillips and Davis, knowingly assisted one another in breaches of their

obligations to the FL Plaintiffs, specifically, in breaches of their fiduciary duties and their duties of

trust and loyalty, in order to misappropriate, divert and convert the FL Plaintiffs' funds for their

awn use and benefit.

86. Phillips and Davis had actual knowledge of, or were reckless or wilfully blind to, one

anather's wrongful misapprapriatinn and nnisuse of the FL Plaintiffs' funds, and assisted ane

another in breaching their obligations to the PL Plaintiffs.

87. Davis I~as also knowingly and willingly accepted the fruits of Phillips' wrongful

misappropriation and misuse of. the FL Plaintiffs' funds. As described above, both. Phillips and

Davis have been greatly eru-iched by Philips' breaches of his obligations owed to the rL Plaintiffs

and his wrongful misuse and misappropriation of the FL Plaintiffs' funds to benefit and improve

the Uxbridge Property.

Place of Trial

88. The plaintiff's propose that this action be heard in Toronto.

August 2$, 2012 LAX O'SULLIVAN SCOTT` LISUS LLP
Counsel
Suite 1920, 145 King Street West
Toronto, ON MSH 1J8

Matthew P. Gottlieb LSUC#: 32268B
Tel: (416) 644-5353
Shannon Beddoe LSUC#: 59727B
Tel: (416) 646-7998
Fax: (416) 548-3730

Lawyers for the Plaintiffs
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SCHEDULE"A"

Part of West half of Loi 31 Concession 4, Uxbridge, Part 1, 40R1921, PIN 26856-OQ58 (LT),
Township of Uxbridge, Regional Municipality of Durham
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THIS IS EXHIBIT "X" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

Commissioner for Taking Affidavits, Etc.

~~irick Joseph MacAonatd, a CO~i11~s1oq¢P,
Province of Ontario, whlle8~
expires AprU 6, 20~~
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SU~~~t]~ Ct7UR.'~.' OF J[TSTICE — ONTARIO
(COMMERCIAL LIS1~

YtE: FYRST Y1~ASID~ WEALTH MANAGEIVYEI~TT YN"C., FYTtST LEASID~
FINANCE INS,, FIRST LEASY~~ SECC7~.TTYE~ ANC, ANA ~'.T~,
BECUI~ITI~~ ANC., Plaintiffs

bAVIb ~~~LLIPS, MAIZGA~~ llA'VTS AND 97Q877 QNTART4 YN~C.,
De~er~dants

~3EFi0TtE: GUMMING J.

C(7CJNSEL: Matthew P. Gottlieb and ~, Ztea~xh~n, for the Plaintiffs

Lisa S. Corns and Elise G, G~a~amelIf, for the Defendants

~TEA~Rb: S~PT~M~E~ 27, 2012

~NDQ~tSEMENT

The MutYOng

[1] The Plaintiffs bring a motion put~suant to s. 103 of the C'otrrts of Justice Act for lease to
issue a Certificate of 1'~nding Litigation ("CPL") against the prop~a~t~ l~nown as 430 I2.egional
load #8, CJxbridge, Qnta~~io (the "Uxbridge ~'raperty"} or fat' alternative relief by way a~ and'
sale prQCeerls bei~tg paid into court as s~cui'it~ or in the further alternative, it~tetlacutory
i~ijuiioti~'e relief.

[2] Yn the course of the hearing in respect a~the ~1~intiif~s' motion, the plaintiffs indicated the
sole 'form of relief they saug~~t was a C~'~, order. Neither side was prep~:ed fie ~gre~ that in the
event the Plaintiffs were successful that security in respect of the sale proceeds coulc] be given in
lieu of a CAL being issued,
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[~] The Defendant, Margaret Da~vzs {"Davis"), brings across-m~tian to strike certain
patagraphs o~'tka~ a~'~"ida~'i~ o~ Greg MacLeod, sworn September 14, 2012, filed in support ~f the
Plaintiffs' motion.

C4~ Thy motions were heard September 27 i~ e~ full dad' hearing. A decision was requ~~ed b~
Sept~inl~er 28. Y communicated mfr deGi~ion the Ix~orni~ig of September 28 that the cross-motion
~ovas dismissed and the plaiiyfii~fs' mioiion ~'c~r leave to issue a CPL was granted, with ~ovx~tten
re~s~ns to follo~cr, These aze xai~ reasons.

Backgro►~nd

[5] The four Plaintiffs (referred to as the "~I., ~']~1111~Iff5") are a group of affiliated
corporations, iiow insolvent and currently ur~d~x Cornpa~ies~ Cl'BL~IfO~'S Ar~r~angeme~r Acct
("CC~1A") proceedings, commenced on ~ebruar~ 23, 2012. They are controlled b~ a cou~rt~
a~painted Chief I~estrueturin~ Officer ("CR.Q").

[6] The FL Plaintiffs acs part of an enterprise of a much la~g~r number o~ affiliated
corporations involved in the operation and development off` commercial properties and th,e
pxo~xsian of investment as~d wealth management ser`~ices to over 1000 investaxs (the collective
larger group or overall enterprise, inclusi~'e ~~'the FL Plaintiffs, is referred to as "First Leaside").

[7] The Defendant, l7avid Phillips, his been the primary directing mind a~ the First Leaside
enterprise. The Defendant ]~avis is Mr, Phillips' spouse. She was an officer end director of the
Plaintiff, First Leaside 'Wealth Man~genxe~C Inc. ("FLWM"), a holding end oper~tin~ company
end fhe ultimate parent corporation in the First Leaside group. ~'i~om ifis inCOrporation until
November 2011, Mr. Phillips was the Chief Executive Officer of ~'LW,~vI, IvI~. Phillips and Ivls,
Davis each had signing ~utho~'i~ in respect of payments made b~ Fitst Leaside entities, The
r?efendant, 97U877 Ontat~aa Ina ("970"), is a holding eompan~ wholly owned b~► Mr, Phillips.
1V1r. Phillips is the safe gammon shareholder of the o~e~all First Leaside enterprise,

[$] Ms, Davis is the owner ~£ the Uxbridge ~'roperty, in which she and Mr. Phillips reside.
The record indicates the home was trAnsferred from the plaintiff, Frrst Leaside securities Ins.
("~'~, Securities"}, a whollp o'~c~'nec~ subsidiary of ~'T~WM, ire 1999 for the transfer amount of
X400,000.

[~] A p~~~tion o~'t1i~ Uxbridge Property was used to Qperate First Le~sid~ with its Bead office
I~~~t~d there.

C1Q~ ~'11e Uxbridge Property is the subject o~~ present Agreement of pu~'ck~~se and dale by Ivis,
D~'vis, ~vitli the sale by her scheduled tc~ ~1ase October 1, 2012.

[lI~ The Q~,taxio Securities Commission (°°QSC"} undeL~took an investigation into ~1TSt
I~~asxde ~bput March 20I0 fo~lowin~ an audit commenced in the fall of 2049. In November
2011, an Independent Committee vas ~~pointed to oversee first ~,~~side's operations in place of
1V1r. Phillips. Tn ~ec~m6er 24~ 1, G. S. MacLeod &Associates ~v'as appointed ~1~0 pf the FL
Plaintiffs. 7n the co~use o~the CR.O's examination of the financial records of the FL Plaintiffs,
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the CRa formed the view th~.t Mr. Phillips ~nc~ Ms. Da~►is improperly diverted aid converted
assets of the FL plaintiffs to fi~ieir own use.

[12] (an June 4, 2Q12, the OSC issued a Statement of Allegations against Iv1r, 1'hilli~s and
John I~.ussell Wilson, a senior sales person at the Plaintiff F~ "~~curities. The OSC alleges that

between August 22 and t7ctober 2$, 20121VIr. Phillips "a founder and t ie dii~~ting mind of the
First Leaside C~raup...intentionally deceived investors by selling at~d c~~'erseeing the sales of
almost $19 million in securities while withholding important information".

[13] pn June 2p, 2012, Ms. Davis listed the Y7xbridge T'rapeirty for sale and fih~ Agreement ~f
P~rc~i~se and "gale was entered into August 7, 2012, with the closing date of October 1, 2012.

~14J The F~, ~'Xttintiffs filed a Statement of Claim o~i A,ugust 28, 2012, which alleges, i~al~r
alga, th~~ Mr. pluli~s and Ms. T3avis cawed the FL Plaintiffs, in particular, ~T~ S~cu~•ities, to
make improper payments fur reno'~atlans, maintenance and improvements of the Uxbridge
Propeirty and caused ~`~, Securities to ~n~ke improper rent payments t~ mss, Davis far the use of
the C]~xbrie~ge l~ropci~ty antler o~ie car mare purported office lease ag~~ements. It is alleged the
Defendants bre~ch~d fiduciat~ duties owed to the ~'laintiffs, made faauduleiit misre~resentation~
and converted the Plainfiffs' assets.

[15] The Y'laintiffs claim a tL~oing order and a constructive trust in respect of the alleged
irnprop~r payments ~m,ade in respect of the ~C7xbridge piopei~t~. The Plaintiffs ~by th~~r rr►t~tion at
hand seek to pxeser~e their claimed rights in the U~l~ridge Property.

[16] The ~}~fend~xnts ~l~i~Xi~~s and L)avis say that thep pte impecunious and require the sale of
the T.7xbridge Prop~xt~ far ongoing liviY~g exp~n~es, The FL Plaintiffs say that, i~' Cie Uxbridge
T'ropei~ty is so~~t ~rtd the proceeds paid .out to M~. I7~rris, effectively the ~'L P1~intiffs will 6e
~rec~uded ~'r~m ever being able to reco~r~r some $4,OOO,Q00 alleged to have been
mi~~ppropriat~d far maintenance and improvements to the ~Ca"xbx~~ge Froperty.

Tie dross -~ot~xan

[17] The D~f~nd~nt, mss. D~~'is, brings the ~rc~ss-motion under Rules 25.1,1 end 39.01(4) to
strike out portions ~f fir, MacLeod's affidavit on the ass~i~ted basis they ~e "scaaldalous,
irrelevant, inserted sitx~,pl~ far the ~urpas~ ~f ~tmospher~, are riot based upon personal
lcnawledga and do riot specify the source of the depoylent's information".

[1R] The paragraphs in iss~xe are: the second, third ~nr~ fourth sentences of paxagtap~ 2,
paragraph 2$, exhibit H, paragraph 29, the third sentence of paragraph, 3S, t$e second last
ser~tez~ce of paragraph 40, the list sentence of paragraph 4~, the last set~teiice of paragraph 51,
paragraph 52, paragraphs 53, 56, 57 said 62.

[19] In my view, there is no merit to tha crass-motion and it is properly dismissed. The
complained of pra~visi,ons are informational, ~ur~te~tual and relevant to the issues at hand, are
based upon the fc►~~~7sto investigation of the ac~~~ntiilg and financial records, end are necessary
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and a~prapY~iate to the narrative of 11~Tr. MacT~eod as to what his inv~sti~atian an behalf of the
CCU revealed.

`the ~vic~enc~ an fhe 2Vlain iVlotion seeking T~eave to issue a CPY,

[~0] A, ~~'~, op~xat~s to p~o~e~cC ~ al~imed interest in land by effectively preventing disposit~or~

crf the property rte issue prior to judgment fallowing a trig an the mexits, ~'o succeed iti attaining

a G~'L, it must be establrshecl there is ~ triable issue as to whether the plaintiff has an ingest i~
t ie rand and the issuance of a CPL musC be just rn light of all relevant fa~tars. G.P.I. Cxt~een~erd
.~'iora~e~ 1'~ac. r~. Mnore (2002), S$ t].R. (3d) 87 (C.A.); Itosegle~a S~'rllage,~'or~ Set~~o~,s .I~c. v. Dable
(2010), 1Q0 C.p, C. (~'h~ ~s~ pant. s. c.~.

[21] 'Where the intei'C5t Cl~l~'tl~C~ 1S ~ C031StTl1Ct1'V~ ~I'115~, ~s in the instant situation, the c~u~sti,ox~
is simply whether there is a triable issue in respect of such interest clairrred, not ~v~.eth~r the
plaintiff will likely suec~~d ultirnatel~ ~Y ~ria1. It is enough to establish that ~ constr active trust is
a p~ssibl~ r~rn~dy at tr~a1 based upon the evidentiary record at this paint. MoreoveY•, the ~~ui~
dogs not "a~ss~ss the crediailit~ of de~aonents ar decide disputed issues of fact" at the jt~~cYure of
an interlocut~~-~ aa-~t~tion for a APL. Golden 13u11 Estates Ltd v. Crene~ex fizotech~ola~v Corp.,
2012 ONSC 4 75 at pass. 2,10 and 11.

[22] The evid~nc~ an the return of the FL Plaintiffs' matipn, tlu~ugh the 1'~ gage aff"icla~rit ~f
Mr.1VIac~,eoc~ setting ~'oxtli his examination of the fin~ttci~1 atld ~cco~nting reeorcls, d~rr~onstrates
that ~eas~hold improvements and property m~i~te~~tnce expenses in respect ~f the Uxb~•id~e
Prapei~.y have peen funded by tie FL Plaintiffs, in particular, ~'Y, Securities, in the amount of
some $4,DOO,p00, 'his assertion is not disput~el,

[23] These monies mere used to maintain and improve tlae LT~cbridge Property b~ ~~y of such
thins as ext~nsi~ve landscaping, a home gym, ,uvindmill, sauna, multiply p~n~s, pawl and
waterfalls, gar~~ge, gree~ho'use and guest housa. The k'.~ Fl~intiffs asset that t~~se e~l~enditures
had no concei~~b1~ busiYiess purpose.

[24] The position of tfi~ J7efendants is that the payments b~' FL Securities were cramt~~rcie~lly
reasonable and were p~~~p~rl~ and lawfully appra~v~~ b~ FYrst Leaside and, in particular, by ~L
S~~ur~~ies and FLWM, The Defendants assert that fhe By-Laws of the ~'~, Plaintiffs provide that
~n~ cor~txact is binding on the ca~porations if signed 6y any one di~ectar and the authorization of
the Hoard of T~irect~i•s is noti required. Moreover, Mr, ~'hiliips says he beli~vcd t1~a~ the Director
~f ~'ii~anG~ ~t~d in-house legal counsel hid obtained all requisite approvals for compensation paid
to ~iim. Hence, the Defendants ask thaC the motion be dismissed.

[2S] Ms. Davis and FL Sec~irities etit~~~~d into a lease agreement on 7~~tu~1~~' 1, 2005, effective
January 1, 20 4, whereby ~'Z,, Securities would pay 44% of certain maintenance expenses axed in
~'espe4t of capital impro~einents relatrng to the CJ~bric~g~ Property. It seems #hat t1~ee other lease
agreements w~ra later entered info.

G26~ The ~ti~,~nci~l records suggest that from, Z00~ to 2011, FL securities paid ak least
$742,528,16 in respect of its ~4°1a alloe~.tion dot leasehold improvements. Moiec~`ver, the ~L
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plaintiffs asse~~# that some $334,344.16 relating to the 56% allocation to Ms. Dais in respect of
leasehold improvements was rrnproperly allocated to Mr. Phillips' loan receivable account and
never repaid.

[27] The recoY•ds indicate as will that, 'ram 2Q04 to 2409, the ~L Plaintiffs paid some
$2,5 0,000 (some $1,326,QQQ ~s the ~~ Securities° 44°/a allocation and $1,264, 86.94 as the
56% allocation to Ms, Davis} in prt~~aerty maintenance expenses related to the iJxbridge
1'rap~rty,

[2$] The ~~, ~'lainti~fs claim the lease agreement is oppressive grid entered into breach c~~ the
duties of directors owed to the FL Plaintiffs.

[29] The record indicates that the 56% allocation of leasehold improvements to 1V1s, Deis
under the lease agreern~nt were t~pi~:ally paid by ~'~, Securities and recorded as a loan b~' FL
SecY~rities to Mr. Phillips, with FL Securities offsetting tha outs#anding loans payabYa at the end
of the financial year by the issgance of bonuses and diviciei~ds '~~'i~hin the corporate gr~,up ~o Mr.
Phillips.

[3~] ~'h~ ~'~ ~'~aintiffs allege that the directors off' FLWM and ~~ Sec~uritres (other than 1Vxr,
Phillips and Ms, Davis) were never made aware of the lease agr~~ments or allocation pa~~ble by
FL Seou~~ties under the lease agreements. The ~L T'laintiffs c~atm that the annual boz►uses and
dividend payments used as crediting offsets against the outsCanding loans were unauthorized,
Thy ~7~~e~d~nts claim that all payments were properly and l~~v'fully ~,uthorizerl b~' the boards of
directors end that the lease agreements ~uvere approved.

[31] Ms. loan L. Wilson, in her affidavit sworn September 17, 2012, states that she is a
chartered accountant ~vho was an ernployee ~F the Plaintiff ~~'VV~ Uetviteen September' 2004 and
April 2pQ8, She states that, although the company re~o~ds suggest she was a ~Iirector of ~~,
Sect~xities, she does not believe she ever knew she ~cras a director and that, while Mr. T'hill~~s
~d'vtsed her at one paint t~i~rt she was the "'resident" of FL Securities, she did not in any r ay act
as President, npr v~r~s she treated as ~'r~sidenC, and that she sig~tee~ ~n offica lease agreement
dated ranua~'~ ~, 2005 on behalf of ~'L Securities ire respect of the Uxbrrdge piopert~ simply
because s~ie eras asked~tQ do so by Mr, Fhillips.

[32] 1V1r, ~,ep de Bever, a farmer' independent dir~ctoi' of FLWM, states in his affidavit that
the directors of F~,'WM w~~e never asked to vote on a resolution to apprr~~e the campensatio~
paid to the ]~~fendarats Phillt~s and Davis, ~rere never shown the details of compensation paid to
them, never' authorized dividends, and mere not asked to approve financial statements for most
fiscal dears.

C~~] Mr. John Wilson, an a£~ant for the r?e~~ndan~s, states that he has been a director off'
FI,,WM .from 200 to the present. He says that the compensation payable to Mr. Phillips ~~s
transparent to the boai.•d o~ directors as were "the leasing, occupancy and capital improv~me~nt
costs paid by [F~,'W'~] subsidiary earnp~nies in connection with tf~e Uxbridge Property,,..".
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[34] It is noted incidentally that the Agreement of Purchase and Sale provides far a $25,OOU
deposit, a fus~ther $875,000 on closing and a vendor take-back mai~tga~e for the balance payable
in S4 months with interest only payable in the interim. 'VV'ith an outstanding fist mottg~ge of
some $6$7,000 in favour of the TD T3a~, there would be a minitt~a~ cash balance on closing.

[~S] ~o~ever, it is also noted that the financial records indicate that i~ 201Q and 2011, ~L
~~curitx~~ paid ~ total of $320,'744,76 on account of the S~% a11pC2~Ci0n ~c~i Improvements and
m~i~te~~.nca to Ms. Davis, which had been charged to fir, Phillips' lo~1i receivable account but
(unlil~e previous charges) not purportedly offset for those ~~ats ~hro~tgh bonuses and dividend,
due to the CRO's assumption of management of Fizsf Le~side im 2011. Thus, the fill
$32U,744.'16 arg~xably r~rnains dutst~ncling ~s a deft of Ms. Davis to FL Securities in all events,
notwithstanding the boo~C~eeping paper envy recognition Qf her debt as a loan to Its. Phillips.

~3~] A, claim based upon the doctrine of constructive ttus~ and the right to trace :futy,~s in
respect of propei~y may give rise to an interest in the property such as to be the subject of a CPL.

[37] In m~ ~vtew, the FL Plaintiffs have established on the evidentiary record to date ~k►at there
is a tci~b~e issue as asserted in the Statement of Claim that there has been a misappropriation of
FL Plaintiffs' monies through unauthorized pa~'met►t~ in respect of ~•ent, mainte~►~nce and
impxo'~emenks relating to tl~e Y7xbridge piop~rt~r owned by Ms. Davis such as to be an unjust
eruiclunent and subject to a const~ucti~ve trust.

[38] There are triable issues as to alleged unauthorized conversia~ of c~e~ts owed by Ms,
I~a`vis to FL Securities into p~u~o~~ted Ions receivable from YvYr, Phillips. There ale triable issues
as to the arguably unlavvfirl and unauthorized ~urpoi~ted pf~'s~ts to these asserted loans though
arguably unautharizetl ct~mp~z~s~tion, bonuses and ~iivi~ends to Mr. Phillips' credit, ~h~r~ are
triable issues as to the alleged breach of directors' duties end ~s to the alleged t~pptessive
conduct.

[39] The Ilefendants raise a hosC of defences to the ass~z'ted claims of the 1~~, ~'lait~ti~'fs and
their counsel made forceful ~rg~ments in respect thereof. ~iowever, this hearing tivas not, of
c~ulse, properly to e~~aate to a #rial of the issues; ratter, the question is simply whether' or riot
there are finable rssu~s such fhaC a CPL should properly issue pending the ultimate de~~rmination
of the issues at trial.

[~0] It is not disputed that some $4,000,OOQ of the ~'L PlaitiCiffs' monies were expended in
respect of the Uxbridge prop~r~~ whioh is now the subject of the Agreement of Pu~~ck~ase and
Sale for $2,235,044, In my'view, given the txiable issues, as I have found, as to whether those
anc~nies ire properly subject t~ a constructive bust, there is an ̀ interest' in the Uxbridge T~za~~it~
an the part of the ~T, ~1~inti~s such as to support their request for a CPL.

[41] ~'he record establishes a strong possibility that the ~L T'laint~~'fs and t~ieir underlying
in~esCOts would effectively b~ without and practical remedy if successft7l at trial and a CpT.. mere
not to k~e granted.
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[42] the befendants argue that i#'the C~'~. ~s gzatited tlien they will not anl~ ha~re ~os~ access
to finds far which tlz~xe i~ an aznmetiiate need (~ecause of their claimed pr~s~lat impecuniosity but
if they are u],tim~~Ce1y successful at trial they may well face an unfa~rour~ble price as cam~ared to
that se~~a in the present AgYeeinent of ~'urchase and dale.

X43] rn m~ ~ie~~', end I so find an the basis of tie evid~ntia~i~' record, the balance of
con~xenience fa`v~lus the FL praintiffs.

Di~posxtxon

[a4] For the reasons given, the ~'~, ~'1~inCi~f's' motion for leave #a issue ~ CPL in respect o~th~
LTAbridge property is g,~anted. The ~equisiCe Drder was signed Friday', September 28, 2012,
following upon my advising counsel as Y~ my decision.

[~5] Tf the pa~taes cannot agree on the ~uest~a~7 0~' costs, the parties ar~a~ mfilce written
s~lbxnissions. In such event, the ~'T~ plaint~~`s shill make their subrnissaon b~ t~ctaber 10, 2Q12,
the Defendants shall make t1~~i~r stxbanission try October 1 ~, 2p~2 ~.n~ tl~e FL Plaintiffs arA~p make
any reply thereto by Cl~tol~er 22, 2012.

~~
CLrMIvIlNG J~.

date: October ~, 2012
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THIS IS EXHIBIT "Y" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

ommissioner for Taking Affidavits, Etc.

--,

Patrick Joseph Macbonald, a CorffmSsStrn7Eti~

Province of Orttatlo,wt~leaSiudent~at-tom►•
expires Apri16, 2014.
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Ontario

Ontario Commission des P.O. Box 55, 19`h Floor CP 55, 19e etage
Securities valeurs mobilieres 20 Queen Street West 20, rue queen ouest
Commission de ('Ontario Toronto ON M5H 3S8 Toronto ON M5H 3S8

IN THE MATTER OF THE SECURITIES ACT
R.S.O. 1990, c. 5.5, AS AMENDED

-AND-

IN THE MATTER OF
DAVID CHARLES PHILLIPS

ORDER
(Subsections 127(1) and 127(8))

WHEREAS on May 15, 2012 the Ontario Securities Commission (the "Commission")

issued an order (the "Temporary Order") pursuant to subsections 127(1) and 127(5) of the

Securities Act, R.S.O. 1990 c. 5.5, as amended (the "Act") that:

1. David Charles Phillips ("Phillips") shall cease trading in all securities;

2. any exemptions contained in Ontario securities law do not apply Phillips; and

3. the Temporary Order shall take effect immediately and shall expire on the

fifteenth day after its making unless extended by order of the Commission;

AND WHEREAS on May 16, 2012, the Commission issued a Notice of Hearing to

consider, among other things, the extension of the Temporary Order, to be held on May 30, 2012

at 2:30 p.m. (the "Notice of Hearing");

AND WHEREAS Staff of the Commission ("Staff') have served Phillips with copies of

the Temporary Order, the Notice of Hearing, the Affidavit of Stephanie Collins sworn May 23,

2012, the Willsay Statement of Greg MacLeod, the Brief of Documents of Greg MacLeod and



Staff's Factum and Brief of Authorities as evidenced by the Affidavit of Service of Lee Crann

sworn May 29, 2012;

AND WHEREAS on May 30, 2012, Staff and counsel to Phillips appeared before the

Commission to ask that the hearing of this matter be adjourned to June 6, 2012 and the

Temporary Order extended;

AND WHEREAS the Commission is of the opinion that it is in the public interest to

make this order;

IT IS ORDERED that:

(i) the hearing in this matter is adjourned to June 6, 2012 at 10:00 a.m.; and

(ii) the Temporary Order is extended until June 8, 2012 or until further order

of the Commission.

DATED at Toronto this 30`x' day of May, 2012.

"Edward P. Kerwin "

Edward P. Kerwin
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THIS IS EXHIBIT "Z" REFERRED TO IN THE

AFFIDAVIT OF GREGORY MACLEOD

SWORN BEFORE ME,

THIS 15T" DAY OF OCTOBER, 2012

ommissioner for Taking Affidavits, Etc.

PatrickJos¢pit MaCDonald,aCo~trt~~~1~'~~''
province of Ot~farto, while a Student-at-Laws
Expires April 6, 2014.
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Ontario Commission des
Securities valeurs mobilieres

~1 Commission de ('Ontario

Ontario

P.O. Box 55, 19`h Floor CP 55, 19e etage
20 Queen Street West 20, rue queen ouest
Toronto ON M5H 3S8 Toronto ON M5H 3S8

IN THE MATTER OF THE SECURITIES ACT
R.S.O. 1990, c. 5.5, AS AMENDED

-AND-

IN THE MATTER OF
DAVID CHARLES PHILLIPS

ORDER
(Subsection 127(1))

WHEREAS on May 15, 2012 the Ontario Securities Commission (the "Commission")

issued an order (the "Temporary Order") pursuant to subsections 127(1) and 127(5) of the

Securities Act, R.S.O. 1990 c. 5.5, as amended (the "Act") containing allegations against David

Charles Phillips ("Phillips"), and ordering that:

1. Phillips shall cease trading in all securities;

2. any exemptions contained in Ontario securities law do not apply Phillips; and

3. the Temporary Order shall take effect immediately and shall expire on the
fifteenth day after its making unless extended by order of the Commission;

AND WHEREAS on May 16, 2012, the Commission issued a Notice of Hearing to

consider, among other things, the extension of the Temporary Order, to be held on May 30,

2012;

AND WHEREAS counsel to Phillips advised Staff of the Commission ("Staff') that

Phillips intended to challenge any extension of the Temporary Order;

AND WHEREAS on May 29, 2012, Staff filed its Factum and Brief of Authorities and

certain evidence in support of an extension of the Temporary Order;
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AND WHEREAS on May 30, 2012, Staff and counsel to Phillips appeared before the

Commission to ask that the hearing be adjourned to June 6, 2012 and the Temporary Order

extended;

AND WHEREAS on May 30, 2012, the Commission adjourned the hearing to June 6,

2012, and ordered the Temporary Order be extended to June 8, 2012, or until further Order of the

Commission;

AND WHEREAS on June 4, 2012, the Commission issued a Notice of Hearing and Staff

filed a Statement of Allegations in the related matter of David Charles Phillips and John Russell

Wilson ("the Phillips and Wilson proceeding");

AND WHEREAS on June 6, 2012, the Commission heard evidence and submissions

from Staff and counsel for Phillips on the issue of whether the Temporary Order should be

extended for a further period of time;

AND WHEREAS the Commission was satisfied that Staff had provided sufficient

evidence of conduct that may be harmful to the public interest and, accordingly, in the public

interest, justified an extension of the restrictions set out in the Temporary Order;

AND WHEREAS at the conclusion of the hearing on June 6, 2012, the panel made an

order (the "June 6, 2012 Order") that:

(a) The Temporary Order dated May 15, 2012, as varied by (b) below, is

extended for a period ending Friday, September 28, 2012;

(b) During this extended period, Phillips shall cease trading in all securities,

except for trades made through a registrant for his own account or for the

account of his "registered retirement savings plans", "registered retirement

income fund" or "tax free savings account" (as those terms are defined in the

Income Tax Act (Canada)) in respect of (i) government debt securities within

the scope of clause 1 of subsection 35(1) of the Act, and (ii) those securities

that are listed and posted for trading on the Toronto Stock Exchange or the

New York Stock Exchange (or their successor exchanges); and
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(c) During this extended period, any exemptions contained in Ontario securities

law do not apply to Phillips.

AND WHEREAS on August 28, 2012, the Commission ordered that the hearing of the

merits in the Phillips and Wilson proceeding shall commence on February 11, 2013, and will

continue on certain dates, if necessary, until March 6, 2013;

AND WHEREAS on September 19, 2012, Staff filed evidence in support of an

extension of the June 6, 2012 Order;

AND WHEREAS counsel to Phillips advised Staff that Phillips does not oppose an

extension of the June 6, 2012 Order;

AND WHEREAS the Commission is satisfied that it is in the public interest to extend

the June 6, 2012 Order;

IT IS ORDERED THAT:

The June 6, 2012 Order is extended until the conclusion of the hearing on the

merits in the Phillips and Wilson proceeding;

DATED at Toronto this 26`'' day of September 2012.

"Edward P. Kerwin "

Edward P. Kerwin


