
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., 970877 Ontario Inc., 1031628 Ontario
Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario Inc., and First
Leaside Fund Management Inc. (collectively, the "Applicant" or "Applicants")

MOTION RECORD OF THE APPLICANTS
(STAY EXTENSION)

(returnable March 23, 2012)

March 21, 2012 Cassels Brock &Blackwell LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3C2

John Birch LSUC#38698U
Tel: 416-860-5225
Fax: 416-640-3057

David S. Ward LSUC#: 33541W
Tel: 416.869.5960
Fax: 416.360.3154

Lawyers for the Applicants

Lega1~7308047.2



TO: ATTACHED SERVICE LIST



SERVICE LIST

TO: FASKEN MARTINEAU DUMOULIN LLP
333 Bay St., Suite 2400
Toronto, ON M5H 2T6

Edmond F.B. Lamek
Tel: (416) 865-4506
Fax: (416) 364-7813
elamek@fasken.com

Law ers for the Toronto-Dominion Bank

AND TO: FASKEN MARTINEAU DUMOULIN LLP
333 Bay St., Suite 2400
Toronto, ON M5H 2T6

Edmond F.B. Lamek
Tel: (416) 865-4506
Fax: (416) 364-7813
elamek@fasken.com

Law ers for the Toronto-Dominion Bank

AND TO: COWLING LAFLEUR HENDERSON LLP
1 First Canadian Place, Suite 1600
100 King St. West
Toronto, ON M5X 1 G5

Cliff Prophet
Tel: (416) 862-7525
Fax: (416) 863-3422
clifton.prophet@gowlings.com

Lilly Wong
Tel: (416) 369-4630
Fax: (416) 369-7230
lilly.wong@gowlings.com

Law ers for the Canadian Imperial Bank of Commerce

AND TO: TORYS LLP
79 Wellington St. West,
Suite 3000,
Toronto, ON M5K 1 N2

David Bish

Legal"7200856.4



-2-

Tel: (416) 865-7353
Fax: (416) 865-0040
dbish@torys.com

John A. Fabello
Tel: (416) 865-8228
Fax: (416) 865-0040
jfabello@torys.com

Lawyers for the Independent Committee of the Board of Directors
of First Leaside Wealth Mana ement Inc.

AND TO:
BENNETT JONES LLP
1 First Canadian Place, Suite 3400
Toronto, ON M5X 1A4

Mark S. Laugesen.
Tel: (416) 777-4802
Fax: (416) 863-1716
laugesenm@bennettjones.com

John D. Van Gent
Tel: (416) 777-6522
Fax: (416) 863-1716
vangentj@bennettjones.com

Lawyers for KingSett Capital

AND TO: CRAWLEY MEREDITH BRUSH LLP
179 John St., Suite 800
Toronto, ON M5T 1X4

Alistair M. Crawley
Tel: (416) 217-0806
Fax: (416) 217-0220
acrawley@cmblaw.ca

Law ers for David Philli s

AND TO: ONTARIO SECURITIES COMMISSION
20 Queen Street West, Suite 1900
Toronto, ON M5H 3S8

Yvonne B. Chisholm
Tel: (416) 593-2363
Fax: (416) 593-2319
Chisholm osc. ov.on.ca

Legal"7200856.4



-3-

AND TO: THORNTON GROUT FINNIGAN LLP
Suite 3200, 100 Wellington St. W.
Toronto ON M5K 1 K7

James H. Grout
Tel: (416) 304-0557
Fax: (416) 304-1313
jg rout@tgf. ca

Danny M. Nunes
Tel: 416.304.0592
Fax: 416.304.1313
dnunes@tgf.ca

Lawyers for the Ontario Securities Commission

AND TO: GOODMANS LLP
Bay Adelaide Centre
333 Bay Street, Suite 3400
Toronto ON M5H 2S7

Brian Empey
Tel: (416) 597-4194
Fax: (416) 979-1234
bempey@goodmans.ca

Lawyers for Investment Industry Regulatory Organization Of
Canada

AND TO: BLAKE, CASSELS ~ GRAYDON LLP
199 Bay Street
Suite 4000, Commerce Court West
Toronto ON M5L 1A9

Ms. Pamela Laurie Jane Huff
Tel: (416) 863-2958
Fax: (416) 863-2653
pamela.huff@blakes.com
Chris Burr
Tel: (416) 863-3301
Fax: (416) 863-2653
Chris. burrCc~blakes.com

Law ers for the Monitor

Legal"7200856.4



~.~

AND TO: ERASER MILNER CASGRAIN LLP
Suite 400
77 King Street West
Toronto-Dominion Centre
Toronto ON M5K OA1

R. Shayne Kukulowicz LL.B., B.A.
Tel: (416) 863-4740
Fax: (416) 863-4592
shayne. kukulowicz@fmc-law. com

Jane Dietrich
Tel: (416) 863-4467
Fax: (416) 863-4592
jane.dietrich@fmc-law.com

Lawyers for Proposed Representative Counsel for First Leaside
Investors

AND TO: MCLAUCHLIN &ASSOCIATES
Suite 200, 155 University Avenue
Toronto, ON M3K 2A3

Megan Sanford
Tel: 416 368-2555
Fax: 416 368-2599
msanford@mclauchlin. ca

Law ers for Janick Electrick Limited

AND TO: MILLER THOMSON LLP
40 King Street West
Suite 5800
Toronto, ON M5H 3S1

Peter Foulds
Tel: 416.596.2112
Fax: 416.595.8695
pfoulds@millerthomson.com

La ers for LaFar e Canada Inc.

AND TO:
y~►~LSON VUKELICH LLP
Valleywood Corporate Centre
60 Columbia Way
Suite 710
Markham ON L3R OC9

Legal"7200856.4



-5-

Dan Condon
Tel: (905) 940-5505
Fax: (905) 940-8785
dcondon@wvllp.ca

Law ers for A uanorth Contractin Ltd.

AND TO: WAGNER SIDLOFSKY LLP
100 Richmond Street West
Suite 316
Toronto, ON M5H 3K6

Gregory Sidlofsky
Tel: 416- 601-9279
Fax: 416-364-6579
gmsidlofsky@wagnersidlofsky.com

Law ers for 792873 Ontario Limited H&S E ui ment

AND TO: FEIGE, NAWROCKI LLP
3300-130 Adelaide Street West
Toronto, ON M5H 3P5

Julian Nawrocki
Tel: 416-366-8833
Fax: 416-366-3992
nawrocki@fnlawyers.com

Law ers for Munici al Mechanical Contractors Limited

AND TO: NICHOLAS A. RICHTER
Barrister &Solicitor
15 Bold Street
Hamilton, ON L8P 1T3

Tel: 905-523-7994
Fax: 905 523 6285
n richter@richte rlaw. ca

Law ers for Gilbert Steel Limited

AND TO: NORTON ROSE CANADA LLP
Suite 3800, Royal Bank Plaza, South Tower
200 Bay Street. P.O. Box 84
Toronto, ON M5J 2Z4

Legal"7200856.4



Michael Tamblyn
Tel: 416.202.6705
Fax: 416 216-3930
michael.tamblyn@nortonrose.com

Richard Oliver
Tel: 416.202.6735
Fax: 416.216.3930
richard.oliver@nortonrose.com

Law ers for Kenaidan Contractin Limited

AND TO: PETRO MACCALLUM LTD.
165 Cartwright Avenue
Toronto, ON M6A 1 V5

Angela Caleca, Manager, Administration
acaleca etromaccallum.ca

AND TO: E ALAN GARBE LAW OFFICE
7507 Kennedy Road
Markham, ON L3R OL8

Tel: 905-415-9100
Fax: 905 479 3625
eagarbe@garbe-law. com

Law ers for Stuctform International Limited

AND TO: STIKEMAN ELLIOTT LLP
Barristers &Solicitors
5300 Commerce Court West,
199 Bay Street,
Toronto, ON, Canada M5L 169

Maria Konyukhova
Tel : (416) 869-5230
Fax: (416) 947-0866
mkonyukhova@stikeman. com

Lawyers for Midland Loan Services Inc. and Computershare
Trust Canada

AND TO: PEOPLES TRUST COMPANY CANADA
Citigroup Place
Suite 901, 123 Front Street West
Toronto, ON M5J 2M2

Legal"7200856.4



-7-

Julie Berks, Senior Manager, MBS & Mortgage Banking
Administration
Tel: 416-368-3266
Fax: 416-368-3328
'ulieb eo lestrust.com

AND TO: FISGARD CAPITAL CORPORATION
3378 Douglas Street
Victoria, BC V8Z 3L3

Wayne Strandlund, Director &CEO
Tel: 250-382-3255
Fax: 250-384-1498
Waynestrandlund.com

AND TO: LANCASTER, BROOKS &WELCH LLP
80 King St.
St. Catharines, ON L2R 6Z1

Malte von Anrep, Q.C.
Tel: 905-641-1551
Fax: 905-641-3340
mvonanrep@Ibwlawyers.com

Lawyers for First Ontario Credit Union

AND TO: HENRY AND GRACE HILDEBRAND
43 Parkside Drive
Guelph, ON L7L 6B2

AND TO: PENSON FINANCIAL SERVICES CANADA INC.
330 Bay Street, Suite 711
Toronto, ON M5H 2S8

John M. Skain, President &CEO
Tel: 416-943-9700
Fax: 416-943-9800
jskain@penson.ca

Legal*7200856.4



AND TO: CIT FINANCIAL
207 Queens Quay West
Suite 700
Toronto, ON M5J 1A7

Phone: 877-639-2687
Fax: 416-594-5995

AND TO: NATIONAL TRUST
1525 Buffalo Place
Winnipeg, MB R3T 1 L9

Phone: (204) 954-9000
Toll Free Phone: (800) 665-1326
Toll Free Fax: 800 882-0560

AND TO: CBSC CAPITAL INC.
100-1235 North Service Rd. W.
Oakville, ON L6M 2W2

Faseeh Ahmad
Loss Mitigation Group
Tel: 1-855-732-2818
Fax: 1-866-318-3447
fahmad@leasedirect.com

AND TO: PITNEY BOWES

Tel: 905-219-3000
Fax: 905-219-3213

AND TO:
TOYOTA CREDtT CANADA INC.
80 Micro Court
Markham, Ontario L3R 9Z5

AND TO:
MCMILLAN LLP
Royal Centre, 1055 West Georgia Street
Suite 1500, P.O. Box 11117
Vancouver, BC V6E 4N7
Lawyers for Canadian Western Bank

Legal"7200856.4



AND TO: FARRIS VAUGHAN WILLS AND MURPHY LLP
700 West George Street, 25th Floor
Vancouver, BC V7Y 1 B3

Lawyers for Kingstreet Real Estate Growth LP No. 2

AND TO: HEENAN BLAIKIE
333 Bay Street, Suite 2900
Bay Adelaide Centre
Toronto, ON M5H 2T4

John Salmas LSUC 423366
Tel: 416.360-3570
Fax: 866-895-2093
E-mail: jsalmas@heenan.ca

Renee Brosseau LSUC 470746
Tel: 416.643-6992
Fax: 866.846-2913
E-mail: rbrosseau@heenan.ca

Lawyers for Canada Mortgage and Housing Corporation

Legal*7200856.4





3

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., 970877 Ontario Inc., 1031628 Ontario
Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario Inc., and First
Leaside Fund Management Inc. (collectively, the "Applicant" or "Applicants")

INDEX

Tab Document Page No.

1. Notice of Motion dated March 21, 2012 1 — 7

2. Affidavit of Gregory MacLeod sworn March 21, 2012 8 - 32

Exhibits to Affidavit of Gregory MacLeod

A. List of limited partnerships affiliated with the Applicants 33 - 34

B. Initial Order dated February 23, 2012 35 - 56

C. Typed Reasons for Decision of Justice Brown 57 - 73
dated February 26, 2012

Legal*7308047.2



0

D. IIROC Order dated February 24, 2012 74 - 75

E. Particulars of the construction liens registered 76
against Victoria Drive, as of March 15, 2012

F. Summary of Investments made by Visions I 77 - 80

G. Summary document used to raise fund for Visions II 81 -92

3. Draft Order 93 — 98

Lega1~7308047.2





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., 970877 Ontario Inc., 1031628 Ontario
Inc., 1045516 Ontario Inc., 2004516 Ontario Inc., 2192341 Ontario Inc., and First
Leaside Fund Management Inc. (the "Applicants")

NOTICE OF MOTION (STAY EXTENSION)
(returnable March 23, 2012)

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

Commercial Court on Friday, March 23, 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, 8t" Floor,

Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.

Lega1~7307884.2



THE MOTION IS FOR:

1. 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 March 23, 2012;

2. 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"), to

June 29, 2012;

3. An order authorizing G.S. MacLeod &Associates Inc., in its capacity as

the Chief Restructuring Officer (the "CRO") of the Applicants and the

Included LPs (as defined in the CRO Affidavit, defined below, collectively,

"First Leaside"), to enter into marketing and/or listing agreements (with

the Monitor's prior written consent), with agents, realtors and/or brokers in

furtherance of the sale of First Leaside's real property;

4. An order approving the conduct and activities of the CRO, as they are set

out in more detail in the CRO's affidavit dated March 21, 2012 ("CRO

Affidavit");

5. An order approving the activities of the Monitor as disclosed in the

Monitor's first report dated March 21, 2012 ("First Report"); and

6. such further and other relief as counsel may advise and this Honourable

Court may permit.
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THE GROUNDS FOR THE MOTION ARE:

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

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

("CCAA") on February 23, 2012 pursuant to the Initial Order. The Initial

Order appointed Grant Thornton Limited as monitor ("Monitor"), and

appointed Fraser Milner Casgrain LLP as representative counsel

("Representative Counsel");

2. The Initial Order provides for a general stay of all proceedings against the

Applicant ("Stay Period");

3. The Stay Period currently expires on March 23, 2012;

4. During the initial Stay Period, First Leaside has worked with the Monitor,

mortgagees, investors and other stakeholders to commence the

development of a plan for the orderly wind-down of First Leaside's

operations and portfolio of assets, including

(a) developing a detailed tracking mechanism that tracks and records

all receipts and disbursements of cash made during these CCAA

proceedings;

(b) working with the Monitor to develop a plan for the marketing and

sale of assets owned or controlled by First Leaside;

(c) working with the Monitor and Representative Counsel to ensure

that all stakeholders, including mortgagees, investors, employees

Legal"7307884.2
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(past and current), suppliers, and claimants are receiving

information and updates on a timely basis;

(d) working with the Monitor to update cash flow statements) for First

Leaside;

(e) finalizing First Leaside's 2011 annual financial statements, a task

that involves completing over 85 sets of financial statements for the

various corporate entities and partnership;

(f~ continuing the process of completing T5013's statements for limited

partner investors; and

(g) providing ongoing updates to, and seeking input from

Representative counsel, concerning the steps being taken to

realize value for investors.

5. First Leaside respectfully requests an extension of the Stay Period

to June 29, 2012. During this period First Leaside expects to

(a) finalize the terms of sale of certain assets, including the sale of First

Leaside's interest in Beverages, Queenston Manor, and 36

Bramtree (each as defined in the CRO Affidavit), and seek Court

approval of these divestitures on motion to this Honourable Court;

(b) retain listing agents, realtors and brokers to pursue the marketing

and sale of certain other First Leaside assets, including Victoria

Street;

Legal'7307884.2
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(c) finalize the financial statements for all corporate entities, funds and

properties owned or controlled by First Leaside;

(d) complete additional tax filing requirements, including the filing of

T5013's for all of First Leaside's limited partnerships; and

(e) schedule a town hall meeting and conference call with investors.

6. 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;

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

additional time required to take appropriate steps to maximize value for creditors;

8. 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;

9. The grounds set out in the First Report;

10. Section 11 of the CCAA;

11. Rules 2.03, 3.02 and 37 of the Rules of Civil Procedure, R.R.O.

1990, reg. 194 as amended; and

12. Such further and other grounds as counsel may advise and this

Honourable Court may permit.

Legal"7307884.2
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:

1. The CRO Affidavit;

2. The First Report; and

3. Such further and other material as counsel may submit and this

Honourable Court deem just.

Date: March 21, 2012
Cassels Brock &Blackwell LLP
2100 Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3C2

John N. Birch LSUC#: 38698U
Tel: 416-860-5225
Fax: 416-640-3057

David S. Ward LSUC#: 33541W
Tel: 416.869.5960
Fax: 416.360.3154

Lawyers for the Applicants
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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., 970877
Ontario Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario
Inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc.
(collectively, the "Applicant" or "Applicants")

AFFIDAVIT OF GREGORY MACLEOD
(sworn March 21, 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

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

and the other applicants (collectively, the "Applicants") as well as the limited

partnerships affiliated with the Applicants which are listed in Exhibit "A" hereto (the
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"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.

Background

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

("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 typed reasons for decision dated February 26,

2012 is attached as Exhibit "C".

3. 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 clients

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

4. The Stay Period, as defined at paragraph 19 of the Initial Order, currently

expires on March 23, 2012.

5. This affidavit is sworn in support of the motion for an extension of the Stay

Period to Friday, June 29, 2012.
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6. This affidavit will provide

(a) a description of First Leaside's operations and activities since the date of

the Initial Order;

(b) an update with respect to the status of certain of First Leaside's assets

which are proposed to be sold in the near term, subject to approval of this

Court to be sought on future motion;

(c) a summary of construction lien and trust claims asserted against First

Leaside's assets by various parties; and

(d) an update with respect to the status of certain assets held in limited

partnerships that are not protected by the CCAA stay of proceedings, but

that First Leaside owns, controls, or has an interest in ("Excluded LP's")

7. This motion also seeks specific authority for First Leaside, with the

consent of the Monitor, to enter into marketing and/or listing agreements with agents,

realtors and/or brokers in furtherance of the marketing and sale of First Leaside's real

property assets. It is understood that any accepted agreements of purchase and sale

will be made conditional upon Court approval.

Overview of Activities

8. First Leaside has been working closely with the Monitor, mortgagees,

investors, the Independent Committee of the Board of Directors of FLWM (defined

below) and other stakeholders to assess options for First Leaside's assets, each of

which must be considered on their own merits, in furtherance of a plan to effect an
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orderly wind-down of the Company's operations and portfolio of assets over a period of

time and in a manner that will maximize creditor recoveries. Activities during the period

of time since the Initial Order include

(a) developing a detailed tracking mechanism that tracks and records all

sources and uses of cash completed during these CCAA proceedings;

(b) working with the Monitor to plan for the marketing and sale of First

Leaside's assets;

(c) working with the Monitor and Representative Counsel to ensure that

stakeholders, including mortgagees, investors, employees (past and

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

updates on a timely basis;

(d) working with the Monitor to update cash flow statements) for First

Leaside;

(e) finalizing the Company's 2011 annual financial statements, a task that

involves completing over 85 sets of financial statements for the various

corporate entities and partnerships;

(fl continuing the process of completing T5013 statements for limited

partners, which investors require for their personal income tax returns; and

(g) providing ongoing updates to Representative Counsel.
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FLWM and its Subsidiaries

9. As at the date of the Initial Order, FLWM was in the process of reducing its

workforce by laying off sales staff and certain other personnel considered to be non-

essential to continued operations. FLWM has since terminated nine of 19 employees,

and is currently operating with the support of 10 salaried employees.

10. The services provided by the remaining FLWM employees are critical to

the success of these CCAA proceedings. I am accordingly in the process of working

with several of the remaining employees to determine the terms upon which they are

prepared to stay on and assist First Leaside throughout the wind-down of operations. To

this end, the Company will be working with the Monitor to develop a suitable key

employee retention plan ("KERP"), which will be discussed with relevant stakeholders.

The Applicants anticipate seeking court approval of the KERP within the next month.

11. FLWM and the Monitor have established reporting systems and protocols

for cash reporting and maintenance of a rolling cash flow forecast. For the purposes of

this motion, the Applicants, with the assistance of the Monitor, have developed a cash

flow forecast that extends to the end of the additional Stay Period being sought (i.e.,

until June 29, 2012).

12. In accordance with paragraph 56 of the Initial Order, the Applicants, in

consultation with the Monitor, have worked to develop a billing protocol to ensure the

equitable allocation of professional fees and expenses amongst the First Leaside

entities subject to these CCAA proceedings. The billing protocol involves having the

professionals record their and bill their fees and disbursements in eight separate
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categories depending on which part of First Leaside gave rise to such fees and

disbursements. The intention of the billing protocol is to ensure, so far as possible, that

estate professional costs are properly allocated to the entity or stakeholder interest in

respect of which the work undertaken benefits.

13. It is understood that the Applicants, in consultation with the Monitor, are to

make recommendation to the Court and seek formal approval of a costs allocation

protocol as soon as is practicable.

14. As detailed in my affidavit sworn February 22, 2012, and filed in support of

the CCAA application ("Initial Affidavit"), FLSI is a wholly owned subsidiary of FLWM.

FLSI is a member of the Investment Industry Regulatory Organization of Canada

("I IROC")

15. On February 24, 2012 IIROC made an order (the "IIROC Order") pursuant

to its Dealer Member Rules to suspend FLSI's membership. The I IROC Order affirmed,

among other things, that FLSI's "Regulatory Capital" (as defined in the IIROC Order)

and cash reserves will only be dealt with according to the provisions of the Initial Order

unless amended by further order of the court. As a result, the FLSI cash reserves are

not fully available to defray costs of administration. Acopy of the IIROC Order is

attached to this affidavit as Exhibit "D".

16. FLSI has and will continue to cooperate with IIROC in respect of its

investigations of FLSI's sales and trading practices. FLSI will also continue to assist its

clients in arranging for the transfer of their third party securities to other financial

institutions.
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17. F.L. Securities Inc. ("FL Securities") Inc. is also a wholly owned

subsidiary of FLWM. FL Securities is registered with the Ontario Securities Commission

as an Exempt Market Dealer ("EMD"). The EMD registration remains under voluntary

suspension.

18. First Leaside Accounting &Tax Inc. ("FLAT") is a wholly owned subsidiary

of FLWM. FLAT was incorporated for the purpose of acquiring four small accounting

and tax professional service corporations in Alberta and British Columbia between 2008

and 2010. The acquisitions were financed in part by a demand loan to FLAT from the

Toronto-Dominion Bank ("TD"), which is secured by the assets of the professional

corporations. For purposes of compliance with provincial statute governing professional

service corporations, the equity ownership of the professional practices resides in a

third party corporation that is wholly-owned by a FLWM employee with the requisite

professional credentials. However, a trust agreement between FLAT and the

professional corporations makes FLAT the sole beneficial equity owner.

19. The professional practices transfer profits to FLAT from time to time,

however, FLAT and FLWM have also supported the cash flow of the professional

practices over the past year and, in particular, have supported loan servicing

requirements as necessary. I am working with the Monitor to examine alternatives to

realize the best possible value for FLAT's investment in the practices within a

reasonable time frame and will seek the cooperation of TD in this regard.
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Disposal of FLWM Art Collection

20. Over the period from December 2007 to May 2011, FLWM purchased fine

art with an aggregate cost of $1,965,086 (the "Art Collection"). Shortly prior to my

appointment as CRO in December 2011, FLWM took steps to sell portions of the Art

Collection. In particular, FLWM sold at auction a portion of the Art Collection with a cost

basis of $1,177,557 and realized net proceeds of $581,515.

21. The remaining portion of the Art Collection, which has a cost basis of

$787,529 has been located at the residence of David Phillips, the former principal of

FLWM. I have asked Mr. Phillips to deliver up this remaining art to FLWM and Mr.

Phillips has advised that he will do so as soon as possible. FLWM will then sell the

remainder of the Art Collection at public auction. FLWM anticipates that the art will be

placed with Waddington's, a Toronto auction house, for sale at a spring 2012 auction.

First Leaside Expansion Limited Partnership ("FLEX")

22. FLEX is one of First Leaside's Canadian real estate LPs. FLEX has a

number of subsidiary LPs and general partners. Detailed information related to FLEX is

set out in my Initial Affidavit at paragraph 49(a). In summary, FLEX owns several

properties, including the following:

(a) direct ownership of a commercial property under development in

Uxbridge, Ontario (adjacent properties at Victoria Drive and Brock Street,

together referred to herein as "Victoria Drive"); and

(b) all of the limited partnership units in the following Included LPs:
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(i) First Leaside Growth LP, which owns an industrial property in

Brampton, Ontario ("Bramtree");

(ii) Queenston Manor LP, which owns a retirement residence in St.

Catharines, Ontario (" Queenston Manor"); and

(iii) First Leaside Unity LP, which owns a townhouse development in

Wheatley, Ontario ("Wheatley").

23. Further details on a number of other properties within the FLEX organization are

set out below.

Bramtree

24. Bramtree is a fully occupied, 70,000 sq. ft industrial building. First Leaside listed

this property through CBRE Canada ("CBRE") prior to the commencement of these

CCAA proceedings and received an offer prior to the Initial Order that was scheduled to

close in late March 2012. However, the purchaser was unable to waive closing

conditions and the offer could not be re-negotiated on satisfactory terms. The

agreement was terminated and CBRE re-listed the property.

25. CBRE advises, and I believe, that there is significant interest in Bramtree

and they expect to be in receipt of several competitive offers for the purchase of the

property within the next two weeks. First Leaside intends to negotiate the highest and

best offer, which will be accepted subject to Court approval.
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Queenston Manor

26. Queenston Manor is a 77-unit, retirement living apartment building. The

facility is approximately 97% occupied. First Leaside listed this property through Colliers

International ("Colliers") prior to the commencement of the CCAA proceedings. Colliers

and First Leaside have reviewed multiple offers and have determined that an offer made

by Starlight Investments Ltd. ("Starlight") is the superior bid. First Leaside and Starlight

have recently entered into an agreement of purchase and sale, subject to certain

conditions precedent, including Court approval. It is anticipated that Court approval of

this transaction will be sought within the next finro weeks.

27. Also with respect to Queenston Manor, it should be noted that a

mortgagee, Midland Loan Services Inc. ("Midland"), opposed the extension of the

CCAA stay of proceedings to Queenston Manor General Partner Inc., and has

subsequently served a notice of motion seeking leave to appeal to the Court of Appeal

from the Initial Order. The Midland appeal has not been perfected, and a date for the

hearing of the appeal, if leave be granted, has not been set.

28. Given that Midland takes the position that its mortgage is a closed

mortgage, in respect of which penalties would have to be paid if early repayment is

allowed, I intend to enter into discussions with Midland to allow the sale to proceed and

the mortgage to be repaid.
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Victoria Drive

29. FLEX intended to develop the Victoria Drive site in Uxbridge for a new

head office for First Leaside. The property occupies 1.04 acres. On this property, FLEX

had intended to construct a building with total floor space of 58,128 sq ft., including the

basement. However, site development was suspended in November 2011, at the

foundation stage, following First Leaside's voluntary cease trade.

30. As noted in my Initial Affidavit, there are a total of eleven construction liens

filed against First Leaside entities including FLEX, First Leaside Realty II Inc., and

Victoria Drive. The liens total $3,446,276.

31. Eight of the Victoria Drive lien claimants have perfected their liens by

commencing actions in the Ontario Superior Court of Justice and registering certificates

of action against Victoria Drive. Particulars of the construction liens registered against

Victoria Drive, as of March 15, 2012, are set out at Exhibit "E" to this affidavit.

32. Several of the lien claimants have provided copies of their statements of

claim to counsel for First Leaside. Counsel for First Leaside has accepted service of

the statements of claim on the express condition that no statements of defence are

required or will be provided during the CCAA stay period.

33. In addition to the construction lien claims described above, two Victoria

Drive lien claimants have asserted trust claims under the Construction Lien Act, RSO

1990, c. C.30 to funds in the accounts) of FLEX. The particulars of these claims are

as follows:
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(a) by letter dated February 28, 2012, counsel for Gilbert Steel Limited

asserted a trust claim in the amount of $205,538.91; and

(b) by letters dated March 2 and March 12, 2012, counsel for Structform

International Limited ("Structform") asserted a trust claim with respect to

amounts deposited in a FLEX bank account. Structform's trust claims

have been formally asserted by way of a motion served Friday, March 16,

2007.

34. Further, counsel for Victoria Drive lien claimant, 792873 Ontario Limited,

carrying on business as H & S Equipment ("H & S Equipment"), wrote to counsel for

First Leaside on February 23, 2012, advising of his client's intention to pursue a motion

for a declaration that a "$100,000 security deposit to be trust funds belonging to H & S

Equipment". To date, H & S Equipment has not served any motion materials.

35. The Victoria Drive property has been secured, to the extent possible, to

preserve foundation structures and to address public safety concerns. The Company

has received several enquiries from parties who are interested in acquiring or re-

developing the Victoria Drive site. First Leaside is in the process of requesting

proposals from qualified real estate brokers to solicit proposals for sale or development

of the property. Additional work on this site may need to be undertaken at the site, in

consultation with the local municipality, to ensure that safety and other concerns are

addressed.
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First Leaside Visions I LP ("Visions I") and First Leaside Visions II LP ("Visions
")

36. Visions I and Visions II (collectively, "Visions") have made investments in a

number of technology start-up companies.

37. At the time that investors put their money into these LPs, they were advised that

the term of the investment was five years and no distributions would be paid until five

years had passed. The clients were advised that they could receive approximately 70%

of their investment back at the end of the term and might enjoy capital appreciation if

any of the companies invested in became successful.

38. The 70% figure was premised on receipt of grants from the Ontario

Commercialization Investment Fund ("OCIF") in the amount of 30% of the money

invested in each company. Further, it was anticipated that Visions would receive the

benefit of scientific research and experimental development ("BRED") credits offered by

the Government of Canada.

39. So far, $1,575,000 has been received from the OCIF. In respect of the BRED

credits, a total of $2,177,000 was originally expected to be received. To date, Visions

has received approximately $500,000. Although further sums on account of BRED

credits will be received, it is unlikely that the full anticipated amount will be forthcoming.

40. Out of the funds already received from these government programs, I believe

that a significant portion was used to fund two of the struggling companies in which

Visions I had invested, Marksman Cellject Inc. and OMISA Inc.
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41. Investors also received tax write offs of approximately 30 to 50% of their

investment.

42. The investments made by Visions I are as follows:

(a) 49% interest in OMISA Inc;

(b) 49% interest in Marksman Cellject Inc.;

(c) 35% interest in Metabacus Inc.; and

(d) 10% interest in Greencore Composites Inc.

43. Attached hereto and marked as Exhibit "F" is a summary of the investments

made by Visions I.

44. The investments made by Visions II are as follows:

(a) 28% interest in Tyromer Inc.;

(b) 12% interest in DossierView Inc.; and

(c) 10% interest in eSight Corp.

45. Attached hereto and marked as Exhibit "G" is a summary document which was

used to raise funds for Visions II.

46. Each Visions entity typically invested $750,000 in each of these start-up

companies.
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47. Visions has over $700,000 in cash remaining on hand on account of OCIF

proceeds received. I intend to explore the disposal of the interests of Visions I and

Visions II in the start-up companies as soon as practicable.

Interests in Other Properties owned by Applicants and Included LPs

48. First Leaside Progressive LP owns a property in Uxbridge municipally

known as Cemetery Rd. ("Cemetery Rd."). Cemetery Rd has been held for

development as a seniors' residence.

49. First Leaside Investors LP owns properties as follows:

(a) A residential property at Mill St., Uxbridge ("Mill St.") that is designated as

a historical site and is being held for future re-development; and

(b) A town home development in Tilbury, Ontario ("Harmony") that is partly

occupied and will be listed for sale.

50. Cemetery Rd. and Mill St. are mortgaged to First Leaside Nominee

Services Inc., which is a syndicate of First Leaside investors. Harmony is mortgaged to

TD. The mortgages have not been serviced following the date of the Initial Order.

51. First Leaside Spring Valley LP ("Spring Valley") owns a commercial strip

mall in Dallas, Texas. It is fully occupied and self-supporting. The property will be listed

for sale.

52. First Leaside has recently received expressions of interest in respect of

each of the properties identified above, and the Company is in the process of updating
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valuations and listing the properties for sale, subject to the Monitor's approval of listing

agreements, including fee and commission arrangements. Negotiated and accepted

sale agreements will be subject to court approval.

Controlling Interests in Operating Businesses

53. First Leaside holds a controlling interest in two business entities that are,

themselves, Excluded LPs, namely First Leaside Beverages Limited Partnership

("Beverages") and Primetime Living LP ("PTL").

Beverages

54. First Leaside holds a controlling 50.45% position in Beverages through

Applicants FLWM (26.59%), First Leaside Progressive LP (10.17%), FLWM Holdings

LP (11.56%), and F.L. Beverages LP (2.13%). Nominal units are also held in the

general partner, 1045515 Ontario Inc. and King Brewery LP. Minority interests are held

by current employees and a FLWM director.

55. Beverages acquired the following properties between December 2010 and

February 2011 and remains the sole owner or shareholder, as the case may be:

(a) Beer Barons —Based out of Nobleton, Ontario, Beer Barons is an importer

and distributor of a German brand beer and also serves as the

management arm of Beverages;

(b) King Brewery — Located in Nobleton, Ontario, the brewery has an
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authentic German decoction which allows it to brew premium craft beer

under its own label;

(c) Thornbury Cidery — Thornbury Village Cidery produces "peeler cider" as

its flagship product; and

(d) The land and building the cidery operates is located at 90 King Street East

in downtown Thornbury.

56. Beverages is in the early stages of its development. Although it has

established its beer and cidery brands in the market on a limited basis, it currently

operates below break-even and requires operating cash flow support on a monthly

basis. Furthermore, it requires significant capital investment over the next 36 months to

build productive capacity and to support necessary product marketing initiatives. First

Leaside is unable to provide such financial support and, consequently, Beverages'

ability to continue as a going concern is in jeopardy.

57. Since December 2011, First Leaside has been approached by five

interested parties to discuss the purchase of First Leaside's interest in Beverages.

These discussions were initiated prior to the commencement of these CCAA

proceedings. All interested parties entered into non-disclosure agreements and

conducted due diligence in respect of Beverages' operations.

58. The parties included national and multi-national participants in the brewery

and beverages industries as well alocally-based craft brewer. After preliminary due

Legal"7311230.7

~~.



a~

diligence all parties terminated their investigations due to the small scale of Beverages'

operations and/ or the lack of a strategic fit.

59. One party, a financial buyer, recently completed due diligence and

presented an expression of interest for consideration. Following negotiation, First

Leaside and the party have entered into a formal Letter of Intent for the purchase of the

Applicants' interests in Beverages. The Applicants intend to return to court to seek

approval of a transaction for the sale of their interest in Beverages.

PTL

60. First Leaside Retirement Residences LP ("Residences") is owned by several

Applicants, namely FLWM (33.33%), First Leaside Progressive LP (20.83%), First

Leaside Universal LP (29.17%), and FLWM Holdings LP (16.67%). Residences' sole

asset is a 50.1 % ownership interest in PTL. PTL owns and operates two retirement

residences in St. Catharines, Ontario as well a commercial properties in British

Columbia held for re-development as retirement residences.

61. PTL also manages finro retirement residences in Ottawa, Ontario and three

retirement residences in Okanagan Valley, British Columbia, that are owned by First

Leaside Ventures LP ("Ventures"), which is an Excluded LP.

62. The PTL properties are self-supporting at present, although capital investment

will be needed for future development. A number of parties have expressed an

interest in acquiring Residences' interest in PTL. It is expected that investment bankers

and brokers with expertise in this sector will be engaged.
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Status of Excluded LPs

63. This section of my affidavit describes the status of assets held in Excluded LP's,

including U.S. properties held in Wimberly Apartments LP ("WALP") and Canadian

retirement residences held in Ventures.

WALP

64. The general partner of WALP, 965010 Ontario Inc., is an Applicant. WALP is an

Included LP subject to the Initial Order and stay of proceedings. The operating limited

partnerships below WALP, which own the properties in Texas, are not applicants within

these CCAA proceedings and are not covered by the stay. They are currently operating

in the ordinary course without protection from creditors.

65. WALP is an Ontario limited partnership which holds, through a series of Texas

limited partnerships, 11 different apartment complexes in the Dallas/Ft. Worth and

Sherman, Texas areas. WALP is the ultimate recipient of revenue generated by these

properties.

66. In January 2012, First Leaside listed three of the eleven WALP properties for

sale. Several offers to purchase were received in mid-February, just prior to the grant of

Initial Order.

67. On March 7 and 8, 2012, I travelled to Texas for the purpose of assessing

WALP's operations. During my time in Texas I met with First Leaside's property

manager and property brokers/consultants to better understand operational issues,
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cash flow, occupancy rates and capital investment requirements. My observations with

respect to the WALP entities at this time are as follows:

(a) none of the 11 WALP properties generate sufficient cash flow to fully

support debt service, operations and capital renovations. Some are more

challenged than others. My preliminary assessment is that, absent cash

flow support, one or more properties may face a critical cash shortfall as

early as the summer of 2012;

(b) building renovations that were underway have been suspended in order to

conserve cash for mortgage servicing, operations, and more critical

maintenance; and

(c) it is necessary to complete one or more of the aforementioned sales in

order to generate cash flow for WALP. The decision on whether to

reinvest the available proceeds to support other properties or to provide

the funds to WALP depends on the planning and analysis outlined below.

68. Recent steps taken to better understand and stabilize WALP operations

include the following:

(a) updating 10-week cash flows and 2012 operating budgets for each

property;

(b) obtaining current valuations/appraisals for each property;

(c) working with the property managers) in an effort to further reduce non-
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essential expenditure and conserve cash; and

(d) working with our broker/consultants and local advisors to review options to

restructure mortgages and / or otherwise develop an exit strategy for the

Texas property portfolio.

Ventures

69. Ventures' Okanagan and Ottawa residences were acquired in 2011 and

were originally capitalized with limited partnership investments of approximately $5

million. The residences were purchased with a combination of conventional mortgage

financing and vendor-take-back debt. It appears the original intent was to raise

additional equity capital to de-leverage the properties and to finance property

renovations. However, the cease trade in November, 2011, rendered First Leaside

unable to raise such additional financing.

70. Although renovation programs were curtailed on the Ottawa properties in

December, cash flow deferrals were not sufficient to meet an instalment payment on the

KingSett Capital second mortgage on December 31, 2012. As a result, the second

mortgage was defaulted, causing a cross-default on the first mortgage held by

Canadian Imperial Bank of Commerce. Ventures has not been able to cure the defaults

and CIBC and KingSett have reserved their rights under their mortgage agreements.

Ventures is discussing sale and refinance opportunities with both mortgagees.

71. Cash flows from the Ottawa properties have not been sufficient to fully meet debt

service obligations and capital expenditures in aggregate. As a result, there are arrears
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owing to renovation contractors, resulting in one lien having been filed to date, and

there are municipal tax arrears.

72. The Okanagan properties are facing similar challenges. The properties are over-

leveraged, creating cash flow shortages that have resulted in unpaid renovation costs.

Ensuing contractor liens have resulted in mortgage defaults. Ventures is continuing to

discuss sale and refinance options with the relevant mortgagee, TD.

73. As described in my Initial Affidavit, First Leaside entered into a term sheet

with German firm Bridge Gap Konsult Inc. ("Bridge Gap") on February 15, 2012. It was

hoped, at the time, that up to $30 million in equity capital could be raised to fund

Ventures. As well, Ventures hoped to put in place a $10 million bridge financing facility

by March 31, 2012. Bridge Gap has been unable to arrange the bridge financing.

74. Ventures will continue discussions with mortgagees CIBC, KingSett and

TD to evaluate options for the sale or re-financing of the Ottawa and Okanagan

properties.

75. A number of parties have expressed an interest in acquiring First

Leaside's interest in the retirement residences sector. It is expected that investment

bankers and brokers with expertise in this sector will be engaged.

Authority to Enter Listing Agreements

76. As previously advised, there is no viable plan to continue First Leaside as

a going concern and it is accordingly necessary to pursue an orderly wind-down of

operations. To this end, it will be necessary to retain qualified real estate agents,
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brokers, and consultants to assist with the marketing and listing for sale of the

Applicants' and Included LPs' real property assets.

77. The Company will consult with the Monitor, and seek the Monitor's

approval of listing terms, prior to entering into binding agreements to list First Leaside

properties for sale. Sale agreements, once reached, will be subject to approval of this

Honourable Court on notice to the Service List.

Stay Period Extension

78. The current Stay Period expires on March 23, 2012. The Applicants and

Included LPs are requesting an extension of the Stay Period to Friday, June 29, 2012.

During this period First Leaside expects to

(a) finalize financial statements for all corporate entities, funds, and properties

owned or controlled by First Leaside;

(b) complete all required tax filing requirements, including the filing of T5013's

for all of First Leaside's limited partnerships;

(c) finalize deal terms and seek Court approval of agreements for the sale of

specific assets, including the First Leaside's interest in Beverages,

Queenston Manor and Bramtree;

(d) subject to obtaining Court approval, complete the sale of First Leaside's

interests in Beverages, Queenston Manor and Bramtree;

(e) retain agents, realtors, and/or brokers to pursue the marketing, listing and
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sale of First Leaside assets, including Victoria Drive, Wheatley, Harmony,

Spring Valley, Cemetery Rd. and Mill St., all subject to the approval of this

Court;

(f~ engage with mortgagees to develop and implement an appropriate exit

strategy in respect of assets held in Excluded LPs;

(g) schedule one or more town hall meeting and/ or telephone conferences

with investors in order to provide information and answers to questions

and concerns; and

(h) continue to assist clients to transfer the custody and management of their

securities portfolios to other financial institutions.

79. 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. As such, I believe

that an extension of the CCAA Stay Period to June 29, 2012 is warranted and

appropriate.

SWORN before me at the City of Toronto )
In the Province of Ontario, this 21St day of )
March, 2012 ) ,(~// /~

.~ ) ~ ..~-~u—~~ .'

A Co iss n ,etc. Gregory MacL d

Lega1~7311230.7
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This is Exhibit "A" referred to in the
affidavit of Gregory MacLeod sworn
before me at Toronto, Ontario this 

21St

day of March 2012

A Com issioner or aking Affidavits

Admin'1473413.1



Schedule A

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 II LP

First Leaside Retirement Residences LP

First Leaside Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments LP

The Shores LP

Old Mill Pond LP

Legal*7308744.4

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



First Leaside Visions I LP

First Leaside Visions II LP

First Leaside Visions III LP

First Leaside Visions IV LP

Metabacus LP

Greencore LP

Marksman Cellject LP

OMISA LP

Dossierview LP

eSight LP

Tyromer LP

Place Concorde East LP

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Beverages Group Limited
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

Legal*7308744.4
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''"E ~-:~ p o~ Court File No. CV-12-9617-OOCLu-
~~.

~=_~`;~ ONTARIO

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

~:'`. ~~,~~,~.~~ ti~ 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., 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 lnc., 2085438 Ontario Inc., First Leaside Visions

Management Inc., 1049015 Ontario Inc., 1049016 Ontario Inc., 2007804
Ontario Inc., 2019418 Ontario Inc., FL Research Management Inc., 970877

Ontario Inc., 1031628 Ontario Inc., 1045516 Ontario Inc., 2004516 Ontario

Inc., 2192341 Ontario Inc., and First Leaside Fund Management Inc. (each,
an "Applicant" and collectively, the "Applicant")

INITIAL ORDER

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

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

this day at 330 llnivers~ty Avenue, Toronto, Ontario.

Legal'7197362.8



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

far 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,

~~~3~1[~ a

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

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

properly returnable today and hereby dispenses with further service thereof.

APPLICATION

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

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

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

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

referred to collectively as "First Leaside".)

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

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

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

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

(c) Cherry Park Retirement Residences Limited Partnership

(d~ Orchard Valley Retirement Residences Limited Partnership

(e) The Shores Retirement Residences Limited Partnership

Legal *7197362.8
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(fl 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 C~BC 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").

Legal *7 ] 97362.8
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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:

Legal *7197362.8



(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 Pfan, 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

Legal"7197362.8



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

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

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

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

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

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

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

carrying on of the Business by First Leaside.

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) or as otherwise may be negotiated between First Leaside

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

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

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

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

also be paid.

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

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 no security interests, trust, liens, charges

or encumbrances upon ar in respect of any of its Property; and (c) to not grant credit ar

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 $250,000 in the aggregate;

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

of its employees as it deems appropriate;

(c) pursue al! 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 fi~ctures 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.

Legal * 7197362.8



NO INTERFERENCE WITH RIGHTS

27 . 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 to the Business or First

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

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

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

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

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

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

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

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

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

NON-DEROGATION OF RIGHTS

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.

Legal"7197362.8



~ L~.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

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

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

against any of the 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 Leaside 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 FLSI ("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 or 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, notwithstanding any language in any applicable

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

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

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

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

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

30 of this Order.
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APPOINTMENT OF 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 flaw 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;

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

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

Plan;

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

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

of First Leaside, to the extent that is necessary to adequately assess First
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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

(~) 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 andlor

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

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

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

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

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

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

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

First Leaside may agree.

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 on 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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41. 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 befinreen 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 Representative Counsel shall be at liberty, and is

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

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

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

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

the Court orders otherwise.

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

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

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

wilful misconduct.

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

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

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

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 that the filing, registration or pertection of the Directors'

Charge or the Administration Charge collectively, the "Charges") shall not be required,

and that the Charges shall be valid and enforceable for all purposes, including as

against any right, title or interest filed, registered, recorded or perfected subsequent to
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the Charges coming into existence, notwithstanding any such failure to fife, 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 creel'+tors, 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, FLSI.

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

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

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

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

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

Administration Charge and further Order of this Court.

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

Charge shalt 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 credi#ors

made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or (e)

Legal*7197362.8



r°~ ".~ ,

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 COl1RT ORDERS that the Monitor shall (i) without delay, publish in the

national edition of the Globe and Mail a notice containing the information prescribed
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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 Leaside and that any such service or notice by courier,

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

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

third business day after mailing.

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

rrtaterials 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. a rantth ornton. ca/firstleaside.

GENERAL

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

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

hereunder.
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61. 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 patty 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
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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 II LP

First Leaside Retirement Residences LP

First Leaside Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

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

~~



First Leaside Visions I LP

First Leaside Visions II LP

First Leaside Visions III LP

First Leaside Visions IV LP

Metabacus LP

Greencore LP

Marksman Celfject LP

OM~SA LP

Dossierview LP

eSight LP

Tyromer LP

Place 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 seaside 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 at Toronto, Ontario this 
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CY'~ATZU~; ~"irst seaside "I~Vea~th ~anag~m~ne Tnc. (R.e}, X012 O1+T5~ 12 9
C(J►URT ~+'YL~ 1~T(7.c C''U'-12-967-q~G~.

SATE: 2g12022~i

SUPERIOR COURT OF JUSTICC — Oi~'~ATt~t)

COMMERCIAL LIST

~tE; TNT TT-~G NCATTER C?F a ~'~~n of Compromise ox A~.~.angement of First ~,caside
Wealth Ivianagernenf. Inc., First Leaside ~ina~~ce Ync., first T~easic~e Securities Tnc„
FL Securities Inc., First Leasrde ~Ian~gem~nt Yno,, first ~.~~side A.CCa~r~ting ~txc~
Ta.3c ~~•v ces 7n,c., first ~.ea~ide ~t►~dings Ins., 208~605~ Ontario Inc., First
~,easid~ ~eart~ Inc., First L~;~sYde Capital Inc., First L~asid~ Tte~lty TT Inc,, First
Leaside Investn~c~rts Inc., 965QY{~ Ontario Ync,, 1445517 t7~t~tio Inc., 107A~91~
C7ntaric~ Tnc,, 1031b28 ~nta~io Ins., 1056971 Ont~t~ Inc., 13760 5 Ontario Xnc.,
1x37290 Ontario Ltd., 1244428 Ontario Ltd., ~'restont~z~~ D+ev~lapment (Cas~.ada)
Inc., PrestonTwo DeveToprt~etyt {Canada) Tnc,, presto~Three Devel~~ment
(Canada) Tnc., T~r~ston~'aur T)evelt~pmeztt ~Can~d~) Inc., 2Q88543 tin#ario Inc.,
2~$~~44 QrataX~i~ Zn~., 2~~5~45 Ontario Inc., 13316t?7' Ontario Tno., Queenstan
Manor G~nert~l Pt~ttner Ina, 1408 27 Ontario ~,td., 2107'7 $ Untaric~ Inc.,
1418361 t~ntario Ltd., ~1~8054 Qnta~ip Tnc,, 209212 Ont~u•to Inc., 1132413
(~ntauio Tn~,, 2067~7~ 4nta~io Ina., 2085306 Ontar,~o Trnc., 2q~9~35 C7ntaria rn~c,,
~08b218 Qntacia Inc., 2OHS~L~H UI1~~,C10 YI1G.~ first ~.aa$ide '~'isit~ns .h~an~~me~f
Inc., 1449015 Ontario Tnc., IO~~U16 Ont~ri~ ins,, 20~7$Q4 t7~tr~r~c~ Zxtc., ~D1~418
Ontario Tna., ~L ~Rcsc~rch Iir.~a~agement Ir►~., 97'D677 Onta~~io Inca 1031628
Ontasi~ Tnc., 104SS1b C3nft~io Cnc,, 20U~516 t~ntario Inc., 2192341 t~ntaxia Inc.,
and First T..e~side Fund Management Inc., Ap~lica~Yts

B~F~~2E: I~. M. Brr~~n J.

C~L7NSE~,: J, Birch end b, 'W~►rd, fc~r the Applicants

P, Huff ~~d G, ~u~a, ~°o~~ the p~apased Monitor, Giant Thorntaz~ Limited

I7. B~~h, for the Independent Du~ecfinrs

H~ Empey, ~oi~ T~i~v~$tmen~ It~dusYr~ Regtrl~tai~ +~r~~niza~ion cif C~n~da

J. Gaut, fpl~ t~18 t)nYAi`i0 SCCU~~ities Ct~mmiss~~n

R. Oliver, ~fo~~ ~en~xd~n ~c~ntrat~ting Limited

~. ~iei~~ch, the proposed Rep~~sentativ~ ~ounsal far Xhe investors

E. Cirarbe, for Structfarm rnternatic~nal T~imited

N'. ~.,ic~ter, ~'a• Crilberi Steil T~imited



= ?k~. ~7, 2C12 9;r~A~ Nc. ~' ~6 P. 3,%'10 ~
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M. ~an~ord, for 7anic~. ~lect~~ick Limited

M, Kt~~~Yikho~ra, fox Midl~nci I o~n Services Inc.

C. Prophet, fnr the Canadian Tcnperial ~asyk Af Gomnn~rce

~CA~tD; k'ebrt~a~y 23, 2012

Yt~ASU1IIS ~Q~. ~3~CISTON

Y. t7verview: ~'CA~ Tnitistl Urder

fit} an ~'huLsday, ~eb~~ua~;y 23, ~O12, I granted an rnitial drder under the Ga~npp~ries'
G~redttaYS Art-arzgement Act, R.S.C, 1985, c. C-36, in respect of the Applic~ts. ~'hese ire my
ReKSO~~s fot ths~t decision.

II. The applicant corporations

[2] Thy Applicants ~•e member$ p#' the First Leaside gzo~ip off' campanxes. They► 2~e
described in detail iai the aft`~da~it o~'Cregar~ MaGLeod, the Chief ~test~•ucturin~ +Df~cer a~'k'xtst
Leaside Wealth Mdnageme~t t"~'T~WM"), so I intend only refer in these R~~sat~s to the kep
e~titxes in the group. The parent corporation, ~'L~irlv[, awns several subsidx~~•ies, including, tine
applic~r~t, First. LeRSide Securities Tno. ("~'~,5~"), Acco~dic~g to M~~. MaeLend, the Grroap's
operations ~cent~~e on ~`T~'VU'M ~n~l ~'~,ST,

[3] FLSI is an Ontaaio in~restment d~~~e~~ tI~~Y mia~ages clients' in:vestm~nt po~•tfalia~s which,
E~raadly sp~alciu~, ~~msist o£' z~on-proprieCar•y Marketable Securities as well as praprletary equity
and debt securities issued by First Leaside (the so-called "~~. ~rodacts"). All segcegate~
M~u~ketable Securities are held in segrc~ated client ~ccaunts r~vrth P~ns~.n Financial Services
~:aneda Yne.

[4] First T~casic~e designed its ~~, Pigducts to provide investors with consistent monthly
dist.ributians. first seaside arts as a real estate syndicate, purchasing real cstatc through l~m~te~
pal-tnerships vv~th ~ ~'ie~ tU rehabilitating the ~ro~ertias fog• lease at higher• rtes or ~~ventual
resale, First Le~side incorporated special-purpose cnrporati~ns to aat as gen~►•~1 partners in the
various LPs it set up. The general ~fiitners e~' ~'ixst ~.easide's Canadian LPs -- i.e. those which
own prnp~rty in Canada — ~~~e appXic~nts in this p~°o~eeding. First Le~side also seeks tra ~xte~.ci
Chi benefits of the Initial t?rder to the correspandrn~ T~1's,

[S] Wiest Leaside has two types of LPs: individual T~~s that acqui~~e and opex~aCe a single
property or development, and aggregator ~,T's that hold units a~ nnultiple LPs. Investors ha~re
invested in both kinds of T,P's, Yn p~agr~~h 49 o~F lais affidavit Mr. MacLead d~tail~d tea Lt's
tivithin First T~~asidc, 'While mist k'icst ~.easide LPs hold i~~terests in identifiably prc~~e~~ti~s, ~4a• ~

few, c~laed "~liz~d Pool LFs", ~Iients invost funds witht~ut knowing where the finds lilCel~ were
to be in'veste~d. Those LPs are described in paragraph S ~ a~' N~i•. N~acLeod's affidavit.
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Cb] T.he applicant, Fiat I.eas~c~e ~'i~ian.ce Tna, ("~~, ~'inun~~"), acted. as a "central bank" for
the First Leaside group of eiititi~s,

YXX. 'Y ~~ mat~rr~Y e~vent~ xeac~~tr~, to t~~s ~pplica~ian

[?] In the fall of 200 the Qntari~ Sectuiti~s ~ommissi~n began investigating ~irsC T.,~~side.
Zn Maxch, 2Q 1 ~, k'ir~t L~~sid~ retained tlZe proposed I1~anitox, grant Thc~rnt+o~ X.,irnir~c~, t~ review
end m~~.e reconunendations about first ~,~aside's businesses. A~•t~~~hd the same time ~ixst
Leaside ~rtanged for appraisals #o be perfu~7med cif ~v~~ioas prope~~ties.

[8] Grant Thornton rel~asec~ its report an August 13, 2Q~ 1. For pui~os~s at' this application
~rant'T'harnt~on made s~~v~at material findings:

(i~ ~'he~~ exist significant yneerrelationships between t ae ~ntit~ies in tk~e F~ ~~rror~p which
result i~ a canxplex corporate structure;

(ii) Ceirt~in Lps hive been a drain an the resaur~es of the group ~s ~ result of x~curri~ng
operating losses and property rehabilitation posts; ~n~,

{iii) The future viability of tie ~Y.. (~rpup was co~tting~nt ~~. its ~bYlity to raise ne~v capital;

"If tlae FL Group way rest~i~ted ~ra~m z~iszn~ new capital, it would likely be
unable to ~aattnus its r~peratic~ns in the oi~linaiy coarse, as it would hive
insut~icie~t revenue to suppn~°t its infia~truclure, sung cysts, d~stx~ibt~tiat~s, and
t~ meet their funding requirements far exiting projects."

[9] As a result of the report ~'i~st ~,~~sid~ hired addit~an~l s~ td irn~rove accounting
resflurces and financial planning, ~.ast ~tn~r~mb~r tie Etc~~rd appointed an Tnc7~pendenC
Cammxtte~ to assYZnie atl decision~making authority in ~~espe~t of First T~ea~ld~; tote ~'xraup's
fUtuidcr, David Pl~illi~s, was no lamer in c~iai~e of its man~g~rnsnt,

[10] FLSI is regulated by both the OSC and the Tnvcstm~nt Tn~ust~~y ~.~gttl~,t~x~' Oxga~ni~~tic~n
of Can~la ("Y1~.00"), Tn October, 2011, YIYtc~~ issued ~'~,~I a disca~erion~fiy e~ul~ warni~.g bevel
2 letter prahibitit~~ fhe company from reducing capital and placing ath~r restrictions oxi its
acti~~ities. At the sarr►e time fihe O~G told first 'i e~sic~e that unless satisfactory 2~t~ran~~~mems
were made to deal with its sit«ation, the C?~C ~lmhst ~er~~inl~ ~~v~ould t~k~ r~g~l~taty actions
in~:luciing ~~eking a cease trade c~i~1~a',

~] ~ ~ first ~,~asic~e ~~z~ed t4 a ~voltuat~ry c~as~ te~de, ret~in~d Gr~nC Thornton to pct as ate.
independent rnonit~r, informed investors about those develvpm~nts, and made availably the
August grant Thornton report.

[12) ~ccause the cease trade restricted first Leaside's abilit~~ Y,~ raise capital, the Tndep~ndent
Committee decided i~ late 1'~l'ovcm~er to cease clistributicns to clzents, inclu,~ing distxibutians to
~.p unit hal~~rs, ~I1t81'ESt ~2l}+IT1t?ritS p21 ~C~1Ht1~ 1e1t~~~SI~£~tSi and r~Iwid~nds a~ c~mman or prefei~ed
sh~~s,
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[13~ In December: the Independent ~onutiitt~e de~i~~d to ret~;[tt IYii~. MacLeod as CT~.O foi°

Fist Leaside and asked him to dev~lflp ~ woxkout ~C~n, wrhich he finalized in late J'ariu~:~, 2gI2,

Mr. MacLeod deposed that the d~~crvntuxx~ in the economy has resulted in ~ix~st ~.easide x~~~izin~
Lower operating incam~ while incurring higher operational casts, Tn .his a~t~da~it Mr. MacLeod

set out ~a~s ca~~~lusian ~bt~ut a workout plan:

Af~e~~ c~refixlly analgzing the situation, my uxtimate conclusion was that it was too risky
and uncertain for first ~.easid~ tv ~trxsae ~ res~mptia~. of previous operations, including
the raising cif capital, Iv~.~ recam~mendation to the Tndepend~nt ~onnmitC~e Yeas that Fist
L~asie~e insfead ~ndei~ake ~za a~derly wind-dawn of operations, involving:

(a) Co~npieting and ongoing properly develnprnent ~ti~vity which ~~>ould create value for
~nr~est~rs;

(b) Realizing upon assets wl~ec~ it rs fGa~sible fic~ do sa (e~ren where optima! ~°ealizatiori
might occur over the nett 12 to 3~ months);

Vic) Deai~ng vv~th the significant inter-company dsbts; and,

(d) distributing pxaGe~ds to im~~stors.

Mr. i'vrac~ead ftirthe~~ deposed:

[TJhe best wad to p~~dnnote this ~~rimd~dc wn is tlu~ough a filing under the C'CAr~ sd ~l~t. all
xssu~s — ~speciali~ the nurnexbus investor and cre~litax claims and intet~-cnm~aiYy claims
can be dealt with in one forum ut~dar the super~visian of tote Gaurt.

The Indeper~d~nt Committee approved Mr. Iv1acT~ead's reC4mmen~~ti~ris. This application
resulted.

IV. AvwXiabz~ity of C~C.~A

A. The fin~nci~l ~eonditi~n of the ap~lfrants

["l~!] ~ccard~ng to M~, 11~Sa~T..ec~d, Fist ~~asi~~ has o~rer $37'q million in assefs under
m~.na~ement. Same of those, har~rever, tue M~uktetable Securities. First T~easide is proposing

that clients holding 1Vlarkct~ble Securities (which are held in segregated ~.ce~runts) b~ free to
transfer triem to anothex investment dealer during the CC~~ paacess. As to the value df FL
Products, Mr. MacLeod deposed that "it remains to be determined specrf tally haw rr~uoh valYis

«rill be realized fnr investors on the tP units, debt inshumenis, and shares issued by the various

~i~~st ~.eaSide entities,°'

[~S] First ~ea~ide's debt tota~~ a~proxjmatel~ $3~8 million: $176 million to secured erediwrs

(n~C~stt~~t rno~tg~gees) tend $~32 nr~illion tU ut~seGUr~ed Creditors, incl~adin~ investor hoicking notes
or other debk ir~Struments.

[16~ lb1r, lV1ac~.e~d :summ~iz~d his ~ssessrment of the fina~acial status ~of the Fixst seaside
r.~rc~r~p as follows:
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[Sjince CrT7, r~~p~~t~t~ ~ltat the ~g~regate value of praperti~s in the First ~e~side ~xcaeded
t~e'~alr~e of the pr~►pertie~, there will be net pruc~ec~s rem~~ining to p~•ovide at least same
rekt~i~. to subordinate creditors ox equity hpldexs (i.e., LP ~~it holders and carpo~ati~an
shareholders) in many oz° the ~'~rst L~~.~ide entities. The Y~ecovcry will, of ~q~t~:se, ~cY~~ry
depanciing can the e~nt~t~', At tlai~ stage, however, it is fair to conclude tlast t~tere is ~
.rn~terae~l equity d~~cit bofh i~ ic~dividual Fyr~st I.~~sid~ ~t~t~t~~s ~~nd in the overall First
L~aside groap.

~i7~ In his affidavit Mr.1lri~c~.~~d also deposed, v,rith xespect to the finaixcaal situation a~~ixst
Leaside, that:

(i} The cease trade placed sev~r~ ~fin~nui~,I canst~aints on ~'ir•st ~.easide as altia~~st e~erj~
l~usrness unit d~p~~tc~ed an the ability of ~'~.'W'~i1 and its subsidraties f~ raise capital
fi;az~z in~eskor~;

(ii) Them ire iname+diate cash four c~~ises at ~'~~M and mpst ~,~'s;

(iz~) FLVJNI's cash reserves jiad fallen fiam X2,3 million i~ No~'enxb~r, ~Q1~ to $1.6
million at the end of this ranua~y;

(iv} Ausant new cash froze asset c~~sposals, current e~sh reserves would be axhausCed ~n
~~ril;

~v) At tk~e enti cif L}e~e~l~ier, 2011 Ventures defaulted by failing tc~ ~al~e ~ ~rin~ipal
rfaoi~t~~ge paymexat of ~4.2~ million owing to T~ing~ett;

(vx) At~s~~t cash ~lory from ~'LWM a +~efa,uit is immia~nt for Tnv~staa~'~ Ha~~nan~
prop~~'~'>

(vii) Mist ~.easid~ lacks t~ liquidity ar re~'inancing options to r~h~bilitate a number of the
pr~pei~ti+~s aid ~'.e~t~te ~~n its bu~~n~ss plan; end,

(viii) First ~.e~sidg ge~nex~ll~r his been able to mare mortgage payments to its cr~ditu~~s, but
in the future it will be dif'fiault xo da sa given the need to expend marries can property
development and u~gradixt~ activities

[I8] In his deseriptit~n of the status of the employees a~the Ap~rlieants, Mr.1VIacLend did neat
iden~iSy any issue coxiceiming a per~ian funding de£ici~ncy~,l ~'he internall~r-p~~ep~a'ed 2t~lt?
FI~~~ ~iaa~aci~l statements did »ot ~•ecc~xd ar~~ ~~ch lia~bilit~r, ~rr~nt T~arzxton did nit ide~~tify
and such issue in its Pre,~il~n~ R.ep~rt.

[l~] First Leaszde is not. proposing to place all of its o~aerations under court-supea~vised
insalve~ncg► proceedings. xt does not plan tv seak Cliapt~x 11 protection foi~ its "~'e~as properties

Mac~.end Af~davic, pans. ril4 to 10~.
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since it believes they may be able to continue ppe~~tto~s a~►er the a~nti~;ip~ted r7vind-~xp periad
using cash ~1r~ws th~~ generate anti dap their liabilities ~~ they become due. I+~or does ~'ir~st
Leasid~ seek to include in this CAA proceeding the first seaside ~'~'~ntur~ Y,~' ("Ventux~s")
which owns and operates several prapei~ties in t7ntario and .British Columbia. On Februt~ry 15,
2012 ~G'entures and ~3ridg~ C'irap 1C.onsult Tnc, signed aHaan-bixi~ing tern shut to p~•avide same

bridge fit~ancin~ for ~'entu~~~s, Firsfi Le~side decided not to include certain dentures-related

limitied ~~u~ierships in the CCA~1 application at this stage, while ~•eservin~ the right to later b~~it~g
a motion to extend the Initial Ord~ar aid stay t~ these ~~~luded LP's. The Initial Order which I
signed refleoted that zeselvati~t~.

[2(~] As npted ab~rre, a~re~~ the better pFU:t cif the past year tl~e proposed Monitor, grant
Thor~~tan, has become f~►nitiar with the affairs of the ~'icst X.,caside Croup as a x~sult c~~ the
review it conducted far its August, 2011 repca~, Last 1'~~v b~a~ Fiist L~easi~e retained Grant
T'horntan. ~s an independent monitor of its business.

[21] Yn its Pre--~ilin~ ~t~paa~ Cxrant Tho~a~tan Hated that the last available financial statements
fnr FLWI~I ~rtere intei~hall~ pr~p~i~ed ayes for the year ended C7ecem~er 31, 2p1~. They showed ~
riet loss of about $2.863 million. The Pre-filing ~teport contained a lU-week casks flow'
projection (eYiding Apxil 27, 2010 pr~eparec~ by tt~e ~r~st Y,,e~side Gxoup. The Calla Flaw
Projection noes Hat c~.ntexnp~~te se~`aicin~ irite~~est end pxincipal payments during the projection
pea~iad. C7n that bt~~is tie Cash FIa~~~ Projection showed the group's cnmbined ~Ic~sing banl~
balance declining from $6.97 rnYllion to $4,144 million by the enr~ of the ptojeoti~n period.
Grant ~'horntnn rewiew~ed the Cash Flnw Prc~jectian and stated that it reflected the probable and
h~pc~t~ekicai assumptions on which it was prepared and th~C t~nc assucnptians wez'e suitably
sup,~►ited and consistent with the plans of the First seaside Group and prot~tded a xe~sc~n~ble
basis for tl~~ Cash flow ~'ro~cctian.

[2.2] CYrant Thornton aepo~k~d that certain c~~editocs, specific~tl~+ cpn$n~uctio~ xi~~ Glaizne~nts,
hid cc~minenced enfurc~~nent pr4c~edings ~nci it co~YCl~d~d:

C~i~cY~n creditors' accipns to date ~nci dui to the coznpltc~ted nature a~ the FL Gra«p's
business, the complex corporate shucture and the numbez• of competing stakeholders, it is
t~xilikel~+ that the FL Group will be ably to Conduct an c~rd~rly ~vindMup ~r continue to
re~~abi[itate prc~p~rkies ~ithot~t the stability provi~eci b~ a ~'orm~l Court super~visec~
resh•ucturing ~roc~ss.

As the v~rioras sk~l~ehnldec int~x~sCs ~~e in many cases intei~t~vined, inCladin~
intercnmp~ny claims, the granting of the relief requested would provide a single forum
~o~ the r~umer~us st~kehold~rs of the ~'L Crxoup to b~ hea~•d end to deal with such parties'
claims zn an arc~erly manner, under the su~peYVisian ~f the CQ~art, a SRO and ~ CourC-
appninted Monitor. In particular, a sitnpl~ or forced divestiture of the properties of the

1 The ~~c~cltrdeti LP5 were i€C~ntified. in paragraph 13~ of Nir. MacX~ead's a#'fidavit,
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FL G~nrrp watyld not only erode potential irivestar value, bttt would not pravida the
structure necessary to reconci~a investor #nter~sts one ~t e~,uiC~ble end a:atable basis.

A stay of proceedings for bath the Applic~n~s ~n~ the LPs is necessary if it is decrne~.
appropxa~te by this ~T~no`uz~~ble Caua:t to allow the ~'L group to m~int~n its business end
fia a11ow' the FL Groin the o~portuntty to dev~top, refine anti it~nplernent their
rest~:ucturing/wind-up plan(s~ in a stabiii:zea envu~rntnent.

B, Findings

r23j I am satisfied that the A}~plieants are "campani~s" within tote me~~ng of ttx~ Cf~Ar~ ar~d
that the total clauns a~air~st Che A.ppti~~nt~, as ~n ~ffili~~ed group ~rf connp~nies, is greater than $5
million.

[~.4~ Are the F,.pplic~nt companies "debtor companies" in the sense that they are insal~rent?
Fay the ~~iposes pf the CG'AA a company may b~ insolvent if it ~a11s ~'~ithin the definition of an
in~alvcnt person iti s~ctidn 2 ~f the Bankrup~~y pnd' Insorvenc}~ Act ar if its financial
circumstances fall r~syi~hin t'he m~a~;ing a~'insolver►t as described in R~ Stelcr~ Xr~c. which inr•1'~c~e a
~n~nci~lly t~t~ubled corporation that is "r~~sonably ~xp~gteci t+~ ~u~x t~~ti of Iiqui~iity within
reasonable proximity of time ~s camparet~ wish fhe time x~~sonably required to ~mpi~~~aent a
~~~structuring".~'

[25a ~VVhen laokcc~ at as a g~QUp the Ap,~Iic~nts fa~1 within the extended rne~nin~ a~'
"inst►Xvert~' °: as a result a~ the cease trade their ability to raise capifal his been serrerely restricted;
cash reserves fe11 si~,nfficaatly fra:m ATar~emtaer until the time of filing, and the Cash flaw
1'rojecti~ai indi~cat~s that cash ~esez~'v'~s will co~.tin~~ to decline even with the cessation of
paymen#s on ~nnext~ages and other debt; Mr. MacT,~eod e~tinnat~d that cash re~~rr~e~ r~t~t~ld iun out
in April; distributions tv unit holders were suspended last l~avember; ~nr~, spt~e fprm~,l rnnr~kgage
de~~ults knave oc~u~xed.

[26] Ho~vev~r, a secured creditor mort~~~ee, IvSidland ~,c~a~n Ser~vice~ XnC., submitCed that to
qualify fo.~ C`CAA prpt~ction ~2~ch indi~vidua~ ~pplicar~t must lie ~. "de6tdr c~ampany" and that in
tie case of one ~ppliaant, Qucesnst~n Minor ~rexieral F'artncr Yne., that cpmpany was not
insolvent. In his affidavit ~VIr. MacT.,eod c~epos~d th~.t the Qu~e~nstata M~n~r L~' is or?v.~ed b~ the
first seaside ~xp2tnsion Y.,~mit~d Partnership ("~:GE3~"), Que~nsfi~n perms tad operates ~ '17-unit
r~titerr►~n~t c~mpl~x in St. Catherinea, has been ~xo~table since 2UU8 and is expected to amain
}~rofitabl~ tYu•augh 201. t~ueanst~n has been listed fnr sale, ~nnd m~n~ge~ment GutY~ntl~ is
c~nside~:ing an ~ffe~ tQ pu~•ahase the prop~rt}~, N~idlar~d Loan submitted that in light of That
financial situation, na finding aov~t~ be made thar. the applic~t, Queenst~un Manor Gr~r~eral
Partner Inc., ~,~ras a "debtor company".

[27] Following that sabmi~sion I asked Ap~alicaz~ts' counsel where iu the ~eco~~d one could. find
evidence about the insolvency of each individual Applicant, That pa;ompt~d ~ break its the

~ (Z0~4), 48 C.~I.rt, (4~') 2~9 (Ont. S,C.x.).
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searing, tit the end of w~rch tlae .A.pplice~zxks filed a suppl~menfia.r~ ~f~"1d~`~it from Mt•. 7vl`ac~.e,pci,
Indicating t~►at gone of the biggest problems facing tt7.e A~plic~nts eras the Lack of complete and
up~to-date re~axds, in ~t~nsult~tinn with t~►e Applic~ts' CFO Mr. Macx,eod sut~rnitted ~. ch~~
prp~ritl~r~~, to the extent possible, fiu~thet infoxmatian about the fix~a7acial staEus of ~~ch Applicant.
That chart broke dawn the ~it~~~cial status of each of t}~e 52 A~p~~c~ints ~s follows;

r~~s~iv~~t 2s

Dormant 1 S

~.ittle or no realizable assets ~ S

More infprm~t~on ib be made avarla~le to the ~p~urt 3

Other: znanagem~nt re~'~r~ue stopped in x;010; ~70,04Q
cash; $270,04q in r~lat~d~caznpany receivables,

~

(~ta~~n~t~n Mar►or General Partr~~r Znc, 'uvas one o;~ the applicants fpr which "mo~~~ in~'oxrnatron
would b~ made avail~bl~ tC~ the court".

[2$] As T 1nav~ found, when I+~t~l~ed at as a group, the App~xoants ~~l! within tl~e extended
m+eanin~ s~f "insc~l'vent". VJher~ oz~e d~sc~nd~ a fe~c~v ~~~'~ls end looks at the financi~f situati~~ of
sram~ at' the ~gg~egator Lis, such as ~'~~~, Mr. MacLeod deposed that ~'I. is on~~e cif the
lfugest net debCors -~ i.e. it i~ unable to re~~y inter-company balances fioarn operating cash flows
and lacl~s suff~ciet~t net ass~Y r~a~ue to settle the iintercQmpan~ balances t~u°ough the irrux~~tliate
lic~uid~tic~n afass~ts. The evidence thcrefox~e Stl~pO~'t5 ~ findYng that the corporate ~eneaaY p~i~:ner
of FLEX is inst~lvent. {~ueenstan Iv~~~c~r is one of several assets ow.ne~i by ~'X.E~, ~Ibeit an asset
which uses the fQim of , limited p~tnecship.

~29~ Tf an inspl~te~t +~ompan~ a~~ns ~ healthy asset in the form of a limited partnership does the
~eaXt1~ c~:~ thaC asset preclude it from being; joined ~s ~ applicant in a C~'A~t ~~•oaee~ing7 Z». the
circumstances of t~.is c~s~ it does nit. ~'h~ jurisprudence under the CCAA pra~vides that the
p~c~tectian of the Act may be e~ctended not only to a "debtcu caznpany", bt~E also tt~ entities who,
lz~ a ~e~~' pr~atiea~ sense, are "necessary parties" to ensure that that staff' order woks. Morawet~z
J. ~t~t the maite~• the fal~owit~~ way in Pr~r`szrn .~~rcame Fz~~r~X (R~):

The CCA.~ definition of an eligible carnpany ds~es nit e~cpressly inclu~~ paztnerships.
~ow~v~r, CC's! couzfis ~~'ve ~~ei'~iseti auri$cii~tian to stay proceedings with r~espeGt to
p~u~tnei'ships and lim[ted partnexsEiips ~xr~~ere it is just ar~d c~n~venient tc~ do so. See
Lehn~'or~`; supra, and. X:e Ccrnwest GIob~X C'omm~nr~al~ans Cnrp., 2009 Cacsw~ilC~i~t
fi 1 ~4 ~S.C.J'.).
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The c~at~rts hive held that taxis relied is appt~p~[~#e ~~~~z~ tY►~ ~per~tians of the debtor
companies are so intertwi~.ed with thc~s~ ~f the p~i~ttt~rsk~ips o~c limited partnerships in
c~ue~tion, that not ~xt~ndin~ the sta~ would ~igrti~c~t►tl~ irnpau the effectiveness of a staff
in respect of the debtpx~ ~c~m~~nies.

[30~ Although section ~(1} of tote CCAA requires a court on an initiat applia~tion to ir~c~~ire
into the sa~~enc~ of and' ~pplic~nt, the ju~isprtxdenc~ also requires a aau~t to t~lce fnt~ ttacount the
relf~t~c~n~hip k~etween any paa~ti~ular cnrnp~y axtc~ the larger group d~' which it is a mernb~r, ~s
well as the need to ~lac~ that cc~mpan~ r~ithir~ the protection of the Initial t~rd~r so that tl~e dz~ler
Gvill vvUt~ effecti~el~~. Oil the evidence filed 7 had nn ~iesitatian i~. c~n~l~rdi~g that given the
inso~wenc~ c~£ the overall First T.easide Grraup and the high degree of inter-cor~ectedness
amongst the members of that grain, the pro~ecki~n of the CCAA needed to extend both to fih~
Applicants end the littaited pa~~tner~hips listed in ~chetiule "A" tc~ the Initial O~'t1~x. Thy pt~ser~ce
of ail thc~se ~ntiti~s ~,vifhrn the ambit of the Tnitiat t7rder is nec~s~~r~ to ~~e~t ~n orderly winding
up a~ the insolvent group as a whole. Cansequentl~, 't~'heeher Qu~et~etnn Manor Greneral ~a~rtn~r
Inc. f~11s under the Initial C7~der b~ virtue of being a ̀°debtor cnmpaz~y,,, or by ~vi►~tue of being; a
n~~essary patty as pert o~ an i~ztertwit~ed whole, is, lil tI1~P. C7.Y'GllCCISfAd1C4'S 0~` tk315 C£1S~a a distinction
~uvithout a practical difference.

[31J IIl 5l1Rlr I am satisfied that those AppXicants identified ~~ "insolvent" on the c~a~rt att~ch~d
to Mr. ~vSaeT~eod's suppleme~ttar~ ~f~~~~~it are "ci~btor companies" within the me~tin~ of the
C."C.AA and that tlt~ ether Applie~ts, as well ~s the limited pazknerships listed. can Sched~,tle "A" of
~h~. Initial C7rde~, ~e entities to which it is necessary at~.d apprp~~~~~fe to ~~tend CC~1. protectinr~.

C. "Liquid anon" CGAA

[~2] While in most oire'utnstaxices xesort is made tQ the G''CA~ t+a "~e~mit the de~itor to
continue to carry on business and, where passible, 2~~~aici the sat~[~l and er~Unnznic assts of
liquici~tiug i~.~ assets"end to ca~eate "COndi~ic~~~s far pY~eser~'ing the s~~rtus quo while attempts are
rn~cle to ~inc~ common gibtand arnon~st stakeholders far a rcarganizatia~ that is fair to all", tt~e
reality is that "reor~aniaations o~ differing complexity+ require dif~'~~e~t Ieg~l m~~h~nisms." ~
That a~e~lity his led courts td ~~ecagniz~ that the C~".~1 may b~ used to sell substantially all of the
~~eEs of a deiata~ comp~n~ tc~ preserve it as a going cnn~e►~n index new ownership, or to windw
up ar tiqui~ate it. Tn ~eh~xdar~"Ge~aer~aI.t'at~~~rer Ztd, {X~e)7 ~'arle~ r, absec~e~,

Yt appears to me that the puupase of tl~e ~'C~A ys also to groteot the inte~~ests of creditors
and to enable an arc~~rly distrik►ution e~f the d~btar cam~~n~'s affairs. This nn~p xr~vsalve
rxrinding-gyp or liquidation cif ~ comp~~~+ ~r simply a subst~ntit~l downsizing of its

~ 2U11 ON'SC 206], pex~as. 2b-27.
s ~'e~ri1~r►y.5`~r'v~ces Xnc. u. Ca~rada (,4tta~•ne}j ~'ene,~~rl), 2U~t~ 5~~: 6Q, pass. x $, 7~ end 7$.
b JV'Or!@I A~BI»•vrks Carp. (!te), 2{ld9 O~1CA X33, Para. 4li; see J(Cevia P. iv~cl~lc~h~ran, ~omr~ercFal Xnsolvency in
C:e~r,c~da, Second Edi~ton ('~c~ronta: Y.cxis~Texis; 2Q11), p~- 274 ~t seq.
[1993 Cl J. h~o. 14 (C3en. riiv.). Yn Yirr~ke Pru, .Grp! (.~e)~ t2~U8~ ~7.r. N~. 21$4 (~,C:.7,), WilCOn-Siegel J, stated, ~t
paragraph 14: ""S'~l~ile reaervacians are expressed &pin t{m~ to time regarding the apprapri~ten~2ss +~'f a "liquidating"
CC..~A. proceeding: such proceedings are peru~i~sible under the C~Ar4."
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bu~3ne~s o~e~'~tic~ns, pT0V1CIC(I tEl~ S~Ttl~ 1S ~?Y13~:10S~d 1~ t~1~ ~7~5t lI1tCI~S~3 Q~i ~lf: C1f;~~,tpTS
p;~n~rally. See Asso~..~~tvestors, supra, a~ p, 318; Re AmirauTt ~a. (1951), ~2 C,B.It.
lg8t►, (1951) 5 ~,T,.Tt. ~0~ {~',S,S,G,) at p~. 187-8 (C.B.Tt.).

~;~~] In the decision of Assnctared Y~v~srars ~f ~~~:ada Ltc~ {!fie) re£~rred to b~ F~le~r J., the
Alberta court of Quee~n'~ Bench s#atec~;

The ~~ealitiey of the madern marketplace dictate that courts c~~ l~~r respand to cannmerci~l
problems in 1CLrit7'V~1~1~V'8 W&~'S WICIlOt2C Sr~Crlfi~ing l~g~l principle. In my opinion, the
~pmp~nies' editors Arrangement Aot i~ rnot i~;stricted in i~ applic~tio~. to ~at~p~nies
which are to be kept in business, ~vtar~pver, the ~oui~t is not with,~ut the ability tai address
witlyixi its jurlsdictic~n the Gat~c~~•ns expressed in the C~nt~tiU uses. The Act may ~~
invoke+ a~ ~ means of lic~uid~ting a comp~njr and r~vix~ding-up its affairs but anl~ i~
~ertttin canditians precedent ~•e met.

1. It must be demonstrated that b~~~#'its r~vauld likely flow to Creditors fi1a~t ~v~`~ld
not otherwise be a~~il~~l~ i~ liquidation were effected ~~usuant tt~ the Bank.~°uptcy
Act a~ the Winding-Up Act.

2. The ~aurt must eoncuzrant~y ~xca~i~~ directions pursuant to Gornp~tible
legislation that ensues ~ud~cial ~a~xt[~ol aver the liquidation pt'oc~~s end an
~ffectx~ue means ~~vhereb~r the affairs of the ~om~~n~' m~~ be ir►vesti~~ted mnd fh~
zesulfs r~£ that investigation made av~~l~b1e to the Cou~~t.

3..A ]Plan ~fArran~ement should nit receive judtc~~~ sanctiotx until tl~e court has
in its possession, alI of the ~viclenc~ necess~r~ tp allow the Court to pxd~~r1~
exercise its discrc~t~on acc:~~~ding to standards off' faYrn~ss anci reasarwbl.eness,
absent any ~ndiri~;s ofilleg~lit~.g

The aditors cif 7'h~ 2~Z2.4~t~~tpred Rcankruptcy and Insadvcncy Act talcs same is~~ue ̀ c~ith the
e:ct~nt ~f ~c~se conditions:

Wit. respect, these conditions m~~ b~ tna ripo1ous, Tf the co~ui~t finds that the plan is fair
and reasonable 2,,nnd in the best yntezest5 t~f Creditors, and there aye cogent reasons fog
using the stat~~t~ rather than the .~1~1 or, ti~t1Rr4, there seems no r~asnn why an ordexl~
Iiquid~tiun Cot~Ic~ not be carried out under the CCAA,~

[3~~ Mx~ 1vl~tc~,e~d, the ~RC~, deposed. that no viably Galan exists to continue dust ~.8~si~1~ ~s ~
~c~i~i~ ~r~nGern And that the most appropriate caur~e of a~tipn is tQ effect Fut ~rdt~~l~ vvind~dawn of
first ~.~aside'~ ~pexation~ ~~ve~ a pe~~iod c~~' time and in ~, mnanner which will create the
appc~~tt~n.it~r to realise imprc~v~ci net asset value. IIl X115 pPn~~5S10IlAI ~L1C~~,ITl~t1~ ~1~ CCA./~ C1~~~A'e~:
tie mast appropriate mechanism by ~~l~ich tc~ Gonctuct such eta. ~prder~;~ l~~uidation:

$ ~'i,s~~nu~stars Copp, (Re) (1987}, 4b D.L.R. (~1'~') 669 (Alta ~.8.)> part. 36.
4 HUUlden, IvCarawetz do Sacra, The 2072 Anncrtar~d ~an,~rr~ptcy ar~t11'aso~venc}~ ACIy 1~i§ 1, p.1499.
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~T]he k~est way to px~omot~ this r~v'~nd~clowry is through a filing un~lex the CC'AA so that all
issues — +~sp~c i~71~ the numerous investor and c~rectitoz Gl~i~s and fhe infer-company
cl~~r~ — oan be dealt with in any f~rurn unds~' the supervisz~n of fhe caurt.

~r~ ifs P're-filing Repa~.~t the Monitpx Asa supported using the :CAA to a►riplement tie
"r~~tructurang/wind-up plans) in a stabiti~ed environment".

[35) $oth the CR.~7 ~nt~ the propas~d Ivlonitor passers extensive kn~wletlge abo~uf the
~vc~ikings cif t1~,e A,p~li~~nts, Bath support a process conducted t~nde~ the CC.~9.4 ~s the mast
ptacfic~l tad ef~cctive way in which to deal with the ~ff~irs of this it~olven~ group of companies,
~Io party contested the avail~bilit,~ o£ the C+~'AA f~ conduct ~n arderly winding~up of t~~ ~~'fairs
of tine Applicants (a~tt~or~gh, ~s noted, same pai~tzes questzaned whether ~ert~i~1 ~t~ti~s shnulrl be
inclut~ed ~~vithrn the scope of the Initial C7rder). Ci~iven that state Uf ~ff~'trs, I sew no xea~soia not tea
€~cce~t. the prnfessioxyal judgment of the ~R(~ and the prcapaseci Monitor that a liquidation under
the Cam. was the most appro~ri~te ra~ute to take.

[~6~ Mgrec~~vel, Z s~r~v x~o p~ejud~c~e to ol~imant creditors ray permitting the ~i~~iitxg-gyp cif t~.~
~irsf Le~s~~le C3~oup to prnaeed under the CC~i in~t~ad of tu~~~r the BIA in view of the
con~ver~ence w,tuch exists between tie CCRA and 13rA on the issue of prioriti~~. Aa the Supreme
~:at~rt of Canada pointed out in Centur y Seruic~s;

Because the CC~4 is silent about'what h~pp~ns ~f reorganization fails, the ~tl'R scheme of
liquidat~an anc~ c~isiributic~n necessa~•ily supplies the backd~~~p £ax what gill happen if a
GCA14 reorganization is ultimately uns~ic~essfui,t4

As fh~ British Cr~lt~mbia Cau~~ of Appeal obse~rvecl in C'~t~r,~iltar Frna»cit~l ,S~rvi~es Ltc~ v.
360n~hvorks Corp. inte~•ested p~~tie~ also use that priariti~s b~~kc~~ap tc~ negotiate s~~cc~ssful
'CAA ~eorg~niz~tions:

While ~t might b~ stag~ested that C AA proceedings may require those with a ~ina~n~;~1
stake in the cam~atty, including shareholders end creditors? tU cOrnprp~mis~ cpnne of
their ri~hks iti oit~~r to sustain the b~si~~ss, it cannot be said that the ~~~iar~fiies between
these v►rith a financial st~l~e aye m~t~i~t~~l~ss. The tight of credrtnrs to reatize on any
security may be suspended pending the final approval ~f the cour.~t, but this does not
render their pQtenti~l priority nug~tary, ~r~orit~~s a~~ alr~~~s in the back~~oun~ ~~.d
influence the decisions ofthase ~~~ha vote an the plan.~f

[37] I ther~efok~ 4a~~;Iu~ed thaf. the GCAA ww~s available to the Applicants in the circamst~r►aes,
~,nd Y so ordered.

`o Century Se~vJ~es, supra., Pars. 23.
c' (2~7~D7), 279 D.L.R. (4'~) 701(T~.C.~.A.), pets. 4~.
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~'. ~epresentAtive Coun~e~, CEO and ~o~xtor

[38] The Applicants sought the appointment pf ~'iaser 11~'iln~x Casgrain ("FMC") as
~.epresentative Counsel to repxesent the interests of the same 1,2 0 clients of FLSI ire this
prc~~eeding, sabjeGt to the ~~i~t of ~.ny client to aft-aut of such represeatatian. The prt~~c~~ed
Monitox expressed the view that it would be in the best int~~;~sts ~f tf~e FL ~ro~p ~ttc~ its
itavestors to appoint 12.~presenta~ive ~aunsel, ~a party obje~t~d Cd saeh an appaintuient. Y
revie~uvQd the quali~catic~ns and experience ~f pioposed Representative Counsel and its proposed
fees, and I ~s~vas satisfied that it would be a~~~ra~riate to appoint AMC as ~.~presentat~rre Counsel
on the terms set out in the Initial f~rder.

Cs~~ The Applicants sought the a~paintment of (.r.5. [Vlac~.eod & Ass~~i~tes Tn~, as G~2,p of
First i.easide. No party objected to that appr~inGnent. The A,~plicants imo~uded a co~~ t~f the
C;RIJ's Deceznb~r 21, 20~ 1 ~tet~ention ~.greement in their matei~als. The proposed Monitor
st~fed t~►at the appointment of a CRq was important to ansuce an adequate ~e~ve~ r~~' senior
corporate gc~ve~~nance leadexship, 7 aga~ee, especi~ll~ in light of the ~r+ithdr~wal of Mr. Phillips
last Nc~~ember from the main~g~mer~t of the Croup. The pi~~osed 11+1nnitor Y•epoi~ted t~iat the
terms and conditions of the Retention Ag~~eernent wesa consistent r~vith sitnile~r arrangements
approved by other courts in ~CA~! prgceecling~ and the i~muneration payable was reasonable in
the circuinst~.nces, ,~s a result, I confirmed the appointment of Cr.5, M~c~,cod &Associates Z~c,
as CRO ~f Fi►~st Le~side.

[4C3] Fin~ll~, I ap,~ointet~ Grant Thoi~ton as Monitor. l~fo pa►~ty objected, anal C~r~nt Thoz~ta~
has extensive kc~owledge of the affairs of t~ :~ir~t 

L' 
easid~ group,

~VT, Administration end D&U Charges ~nc~ thefrr ~r~o~~fzes

A. Charges sough#

[41 ] The Applica~its sought approval, pursr~ant to se~rien 11.52 of the CC~.r1, of an
A,~zmin{st~~atipn Charge in the amount of $1 million to 5~~1ir8 2GtlnpUrits bw~d to the ~StatB
Prafessidn~ls — First L~aside's legal advisors, the. CRO, the IVZonitor, anti the Manitar•'s counsel.

[42] They also sought ~n, order indemni~ing Chi Applicants' di~~ectar~ ~~ affrc+~rs against a~n~
post filing liabilities, to~ethcr with approval, pursuant to scctian 11.5I of the CC~4~4., of a

Directoe and Qflfic~r's Charge in the amount cif $254,Q00 as security for such an indemnity.
historically the Fiat L~asi~e Gr~r~p did not maintain pc~zQ insu~~ance, and tkae X~ndependent
~Qmmittea was not able to secure such insut~ance at reasonable rates and teixns when it t~~ed to

~.o so in 2011.

[4~] '~'he iVlp~itQ~ stated that the amount of the Administration Charge was established based

o~i the Este Profes~ianal~' previous lustc~ry and experience with reshvctutri~ngs of similar

ma~aatude and complexity. The Monitor ragarded the ama~n~ of tlxe Q&0 Charge as reasar~able

under the circwnstanoe~. The 1~lanitor cammezl~ed that the combined amount of both charges

($1,7.5 million) was reasonable in eoznparisoa with the amount owing to rnoi~t~ag~es x$176
.miltic~n).
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[44] Tn its 1're-filing ~Leport the Monitor dia nrat~ that sh~►~~tl~ ~~f~t~ c4ar~met~~ng this
appficatic~n the Applicants paid $250,000 to counsel far the Independent Cnrnmit~ee of the
F34ard. The Monitor stated that the ,payment might "be subject to review by the Monitor, if/when
it is appointed, in accorda~ace with s. 36.1(1) cif the CCr1A". Igo paxiy requested an. ~djudicati~n
of this issue, so Z xef~e t4 the m~t#er simply to reco~~ the Mr~n#tot's expression ~f ~ancern.

[45~ ~as~ci on the evidence filed, Y concluded that ~t vas necessary to grant the ch~rg~s sought.
i~x order to secure the services o~ the Estate Professionals And to ensure the continuation of the
directors in their offices and that the amounts of the charges were reasan~ble in the
circumstances

B. Priority of ~hat-~es

[~t5] The Applicants sought super~prioxity far the Administ~~~tion and b~C! Chgx•~es, r~~'itl~ the
Adrn~nistratic~n Charge enja~ing ~i~st px~~rifiy~ ttn~i the ~~0 Charge ~ecaY~d, with same
modification with respect to the property of FLSI tivhich the. Applicants had negotiated with
TYTtOC.

[47] Tri its ire-filing ~Lepoi~t the proposed Monitor stated that the mortgages appsu~ed to be
r~el~ c4Xlat~r~li2~d, and the mpxtgagess ~voul~ not be rnateriall~ prejudiced her the granting of t~.~
propose. priority charges. The peoposed Monitor ~epoi~tec~ that it platuied to work with the
Applicants to develop a methodology which would aYlneate the priority e~arges fai~iy 2unongst
the Applic~r~t$ and the included ~.ps, aad tie aXlacat'ron met~rodala~y de~v~loped world ~~
s~bmittecl to the Court fir ►~e~iew ~nci ~pprovxl.

[~L$] Ian Inc~Atex Lim~~ed (Re)12 the CaYlrt of Appeal xev'ersed the super-priority initially given to
~ DTP Charge by the motions judge in an initial order aid, instead, following the sale of the
debtor company's assets, granted priority t4 deemed trusts fox pension d~~ci~c~~~es, X~ reackting
Ch~C decision ~aui~C of App~~~ observed that af~'ected ~aersans -- the pensionea~s —had not been
provided at the beginning of the ~'~'AA p~~oceeding ~v~th an appropriate appoi~tunity t~ pa~~ticipat~
in the issue ~f`th~ priority of the Y7I~' C.harge.13 Sp~cif~cally, the Court c~fApp~al held.

In t~i~ ~as~, t~ele is no#hing in the r~~c~rd td suggest that the Issue of ~aaramauntc~ r~r~s
in~vc~ked an April 8, 2009, ~ovhen Max~~t~vetc J. amended the Initial 4rd~r to include the
super-pi~ority charge. The dact~ments before the eou~t At tla~t time did not aleirt the court
to the issue or suggest that the PBA deemed trust would have to be ovear~idden in order
far .Tndafe~. to proceed with its rJZT' financing efforts while urYd~r CCAA prntectidn. Ta
the contrary', the af~idawit a£ Ti~~th~ SCub~bs, tl~ then CEt~ of ~udate~, sr~v~~~n A.p~~iy 3,
2n0~, was the primary source of information before the eouirt. In pai~a. 74 of his affidavit,
1Vt~, $tubs deposes that Tndalcx intended to comply with all applicable laws ir►cludin~
"regul~tax~~r deemed trust requirerments",

~x got t Or~fCA 2b5.
~a Ibid., pare. tSS.
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While the st~p~r-priority charge provides that it aa~ks Yr~ priority over trusts, "statut~r~r ar
otherwise", Y do not read it as tal~ir~g priaritq over the deemed trust in this case beC~u~e
t1n~ deemed trust r~vas cwt xtlentifi~d bq the court at the tune the che~'ge ~~'~s ga~s~rtted and
the ~fl~ida~~t e~id~nCe suggested such a priority vv2~s r~n~e~~ss~ry, As no finding of
paramountcy was made, valid provincial la'~~v~ cr~nfanue to operate: the ~upar~pri~rit~
charge does not override the PB,4 dee~►Ye~ tivsC. The two operate s~qu~utialr~y, ~~ith the
c~c~m~d fi~ust being sati~fi~c~ fit~st from the ~teserve fund. ~~

[49] Tn Buis recent d~cis~~n: in Ti~nmr~sco Lirnited (Re)1~ (<`Tirnmincp T") ~?pra~~tiz J. descri~ieci
the ct~titm~tci~l xe~l'tt~► underpinning requests for ~dmin~~t~~t~on ttnd ]7&C) Charges in ~'~.AA.
p~~ceediilgs:

In my view, in the absence ~:f the cctiurt grant~n~ the requested super prior~t~' ~r~d
pratectic~n, the ~bjectiv~~s a~"the GCA.A would be fiastrated, ~x is snot aeaso~able to e~cpect
that p~~of~ssran~Is will take the risk of not being paid fox t~r.~zr sex~~ices, end that directors
end officers will ren►ain if }laced in a conxpxomised position should the TimmincQ
Entities cunti.~ue C proce~t~ings without the req~~ested protecf~on. Thy put~o~Ye c>~'
the ~'~iltt~re to pra~vide these respective groups with the requested p~~atecfian ~tld, in my
view, result in tie overwhelming likelihood that the CCAA proceedings would come to an.
abn~pt ►alt, follaw~d, in all. ~ike~ihav~i, by' banl~ruptcy ~raceedings,~d

[50] ~n its Pre-filing; ~~port the p~o~osed Monitor expressed the ~rie~v that if ~.~ pxi~rlt~
clya~rges wire not gr~zate~i, the First Lea~ide Group likely ~~rcauld not ~e atbl~ to proceed under the
~.~

[51] Xn m~ ~v~er%v, absent an e~tpress aader to the contrary by the iridal order appZi~atiat~~ judge,
t~1e issue of the prior►ties enaoyed by administration, b&C1 and DID' lending oh~ges should be
finalized ~t the cornmet~e~m~nt a~ a ~C~A p~rpeeeding, T'r~~'essic~nal services aye pxovided, anc~
Z7Yp fiit~di is ~dwprtCed, in reliance on super-priorities c~nfiained in ixiitial arde,~s. Ta ensure the
integlcity, predieEabilit~ and fairness of the C~`AA process, certainty rnu~x accc~tr►~~ra~ tote ,granting
df such super~prioi~ixy c~axges, When these in~poX~t~nt objectives of t$e CC~A ~xocess are
~ca~pled Frith t~i.e Court of A,~~e~l's haldin~ that parties a#~ect~d by such priouty orders be given
an appor#unity to raise any paramountcy issue; it strikes me that a judge hearing ~n initi~.l ~i~er
a~pplicatibn should dire~tl~ xa~se ~vit~ tie parties the issue of ~i~ priority nf' the charges sought,
in~lu~iing and passible issue af' pai~nou~xtcy in respect of oomp~eting claims an the de~itor's
p~~opei~ty based on provincial legislation.

[52] Acenrdingly~ I raised that issue at the aammencernent of the hearing last ~'lxurs~ay and
rer~u~sted submissions on the issues of priarit~ and paz~amouz~tcp fi'~m ~n~ interested party.
Several pa~Tr~s made s~rbmxssians on thane paints: (i} Che Applicants, proposed iVi~nitor az~d
proposed Representative Counsel submitted that the Court ~hauld address any priority or

L4.~brd, p2~r8s, l7$ ~n~ 17g.
"zAl2 C?~+TSC SU6.
`c 1'bir~:, Para. ~~.
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pa1ar~0urltC~ is5ue5 i~ise~; (iii Y~.OG advised that it dad not see any par~tnauntc~ issue in
r~sp~ct of its interests; (iii) Counsel boa Midland Loan submitted that 2~ ~ax~mouneCy issue existed
with respect to its client, ~ secured maztgagee, because ix enjo~etl ce~~t~zn pr~pert3► ri~bts under
provincial mu~tgage taw; She ~tso a~~gued that the less than full day's notice of the ~iearing ~i'wen
b~ the Applicants was inadequate td permit the mo~tg~gee to consider its pos~tio~z, ~utd hey client
s~xoulcl be given seven dais to da so; aud, Div) ~oun$el for ~ Gonst~'uctidn lien cla~rnar~t,
Stiuctf~rrn Tnt~a.~.~txor~al, vvho ~~oke on behalf afa numbex ofi'su~h lien claimants, made a simi~e~r
submission, contending that the constructipn lien cl~rmants required 10 days to determine
vsrhethez• they should make submissions on the relationship between their lien Maims and any
super-priority char~~ granted tinder the C~r1A.

[53] Z did gat scant the adj~Yirnment requested by the moitgag~e end c~nstcuction lien
elaiznants fc~r t~~ following reasons. First, the foots ~r~ Xnc~~'~ex ~~r~re quite different frc►m those in
the present case, involving as they did consicier~tiUns of what fidu~iax~y duty ~ debtor Company
awed to pensioners in respect o~ ur~de~~f~unded pension lia~ailities, I think caution rrtust be
exercised before e~.tending the holding of 1'ndalex concerning CC`AA-~ut~.arized ~ariori~y charges
to c~the~ situ~tiQns, s~teh as the ane befar~ me, ~c~hick~ d4 not involve claims involving }~8nsi4ri
de~icienc9.es, but CI~CIYIS b~' mire "q~diia~r~"' secured creditors, such as nr~oxtg~~ees and
aansU.uction lien elaima~►ts,

[5~1] Secanc~, T h~~ve some difficulty seeing hn~v constitutional i~s'ues of paramountcy axise in
in ~ ~'C'sSIA proceeding as between claims to the debtor's piopeit~ by sectued creditors, such as
mortgagees aid construction lien claimants, and pexsans granted a superp~ia~~ry ch~sge by cauit
order under sections L ~,5 { ~nc~ 11.52 of the CCAA, At the risk; of gross aver-airnplific~tian,
Canadian constituti4n~t law places the issue ~f ~,riar~ti~s of secured creditors in differe:~t
~~gisY~Ci~►e ballivvicks tleper~.clY~ng pn the health pf the debtor company. Wien a co~np~et►y is
healthy, secured creclitor pxioxlties us~u~ll~ a~•e determined under pra~inci~l I~~`~s, such as
personal pcape~~ty sec~t~ity legislation and xelated statutes, v~hich result from provincial
l~gisla~.ur~s ~~ter~ising their powers with respact to "pxopesty and oi~il rats in the ~~~avincs",T7

~c~'we~ver, when a company► gets sick •becomes i»sal~v~~.t -our Corlstitutinn vests .in Pa~li~rrien~t
the ~aower to c~•a~ t~h~ legislative ~'egtmes ~~vhich will gavet~n. in those circumsta~txces, E~~r~isitYg
its ~aa'~vei~ i1a xespeeC of "barikru~tcy and insolvency",~'~ T~aili~m~~t has established legal
framewarl~.s under the .BIA and CCAA to administer sicl~ camp~nies. Priority detei~ninatians
raider the G~'CAA draw on those set out izt tine .CIA, ~s well as the previsions of the CC.Ati dealing
~.vith specific claims suoh as Cra~vn t~u~ts and other claims.

[55] As it his e~vc~l~ed over the ye~~s the constitutional doct~•inc of paramc~untaq polices the
o~'erl~ppYng effects of valid federal and provincial legislatipn; "The c~~ctcine applies not only to
cases in which the p~bvincial lepislatur~ his ~egislat~d purs~u~nC to its ancillary power to bench
on an area of f~der~l jurisdiction, but also to situations in which the provincial legislature safe
w~th~t~ its prirnar~ powers, and Parliament pu~~suant to its ancillary powsKS,"19 Since 1 g60 the

'~ Constr'tutrah Ac~,1867, s. 42 ¶13.
~~ lbid., s. 91 ~2t.
19 Car~adiarr IY~s~ern Bank v. ATBerla, (zo4~~ z s.C.R. 3, pAr~. 69.
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Supxeme ~~u~rt of Canada has travelled a "path of ju~~cie~l restraint in gties~ians a£
p~~~amountcy".2Q T'hat Gat~rf his not been prepared to presume that, by legislating in x~spect of a
matter, p~:liament inCended to rule c ut any passible provincial action in respect o~'tl~t subj~ct,2~
unless (and iC is a big "unless''), ~~liarnent used very clear statutory langr~~~e to that effect 2~

[S~i~ I have found that the +A.~pli~~t~~s hive entey~~d the ~vor~d of'the sick, ar the insolvent, end
are eligibic for the prate~tia~ of the federal CC4A, The fedexal legislation expressXy briiags
it~ortgag~es and construction lien claimants within its regime -- the definition of "secured
credlt~r" ct~ntained in section 2 ref t~t~e G"C~. specifically includes "a ~o1~er of a mortgage" and
"~ tanlder o~ ~ ...lien. , ,pn A~~ ~g~inst...ail or any of t}ye prop~.'t~ of a debtor cornpany ~s seCUr[t~
far indebted~.~~s o~ the debtor company". The fedex~l fe~i~l~tion also e.~pr~essly ~uthc~x~izcs a
cow~t. to grant pi~io~~ity to ad►~ninistration ~r~d D&U charges aver the claims pf such secured
cred~tai~ of the debtoY•.2~ rn light of those express provisions in sectinn~ 2, 11.5 Y and 11.52 of
the CCAA, acid my #'ending that the Applicants are eligibly ~'ar the protection affe~•ed bar the
CAA, r h~c~ greet dif~ioulty understanding ~c~rh~t ~~~i~~net~t could b~ ~dv2~ced b~► the rn~artgagees

dx~d consG:uctiar► lien claimants abouC the coneu~~~ent opexatio~n aP pravinoial and federal ~~~
~ovhich would relieve them from the priority ch~ge pr~r►isions of the CC`AA. T t~eie~ore did not
sec any practice~l need fit qtr adjauiz~ment.

[S7] finally, sect~ans 11.SI{I} and 11.52(1) of the ~'CAri both require that notice b~ given to
secuxed ~reditars ~uvho pie likely to ~e af£ect~d by an administration ar 1J8cp charge before a
~QUI'C ~t'~1Y1C5 3liCI1 C~'i~TgBS, Tn. tine present Dose I was satisfied that such notice had been given.
Was the notice ad~gu~te ~t1 the oiXCUnistances7 X concluded that it was. ~'o repeat, n~akin~ due
allowana~ far the unlimited creativity of lavu~yers, 1 awe difficulty s~e~irig rvt concun~ent
operatip~ al~gt~rnent could be actvance~i b~ m+~rt~agee and const~uctian Zieta claims against eoart~
b~~d~red super-pxiori~y charges under sections 11.51 and 11,52 o~the CCA~4. Second, as raporte~l
b~ the proposed MUnitor, the quantum of the ~1oi7t~r charges ($1.25 million) i~ xe~$s~n~ble in
cozzaparison ~cvith fine amount awing t~ mortgagees ($176 miIlion~ and the maztga~~s appeaxed tc~
be well collateralized b~.sed on ~.r~~ilable information. "1 hud, the AppYi~~~►t and Monitor ~vill
develop ~n alXoc~tian methodology far the priority cha~~~~s fpr I~k~r cnnsidcration b~ this Cau~~t.
The prpposed Monitor reported:

It is the Proposed Monitor's view that the aliac~tion of the ~r~posed ~'riority Charges
should be parried out pn ~ri ~c~~it~ble and propoi~tionat~ basis ~vh~clt recognizes the
s~pai•ate intt~•~sts of tie stakeholders of cash of the entities,

'Thy secure creditors ti~rill be able to make submissir~ns on and proposed allocation of tie priority
c~e~x'ges. Finally, while X wid~rstand why the ~ec~u~ed creditors are focusing on their sp~~if~c
interests, it must be recalled that the '~~'c~x'1~ secured b~+ the priority ~haxges will be pea~~ot7med ~'o~~

2012orhnianx, Benson & Hedgas Inc. v. Sn$katche~vnn, [2045] ] S,C,1t, 188, para. 21
21 G'prradian rf'ectern Bank, supra., pare. 74.
1212at{~mans, .sH~rn., pars, 2I.
~5 CC.~t,~ ss. 11.51(2) and ].1.52(2),



~~k~, ~i, 2C1~ 1C;~?:AN No. 3'~b P. 10!1$ "7?~ .
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the benefit of all creditprs of the Applicants, including the rnoi~tga~ees u~d construction Iieti
claimants, All ~reditc~rs will benefit from an orderly winding-up of the affairs ofthe Appiic~nts.

[S$] Yn the ~~verit that I am incanect t}iat rio pai'~mpuntcy issue arisss i~ this case its respect of
the priority oh~trrges, I echo tie stater►~ents made by Morawetz J. in Ti~rrminco Y which T
r~p~c~t~t~~:~d in paragraph 49 above. In lild~rlex the Count of Appel accepted t~iat "the ~Ct~A
judge can matte an order granting a super~priaa~itq charge that has the effecfi t~f overriding
provin~ia~ l~gislrati~n" 2¢ T find that it is both necessary and appx~opxiate tp grant super priarit~► t4
both the Administration gad b&O Charges in order to ensu~'e that the objectives of the C AA ire
not frustrated.

[59] For those reasons X did not grant the adjaus:nrnent requested by Midland ~psn end the
Construction lien claimants, concludYng that they bAd been given adegt~te notice in the
circumstances, and I granted the iequest~d Adniinishataon and Y7&O G~►~rges.

VII, Uther matters

[60~ At the $exring counsel for one o~'the construction lien olaim~~ts sought confirmation tha.k
b~ granting the Initial C~xcis~ a aonst~uction lien cXaima~t '~h~ hack issued, bat not se~'ved, ~
staxement of ~laini prior tc~ the granting o~ the archer ~r►~uld not be prevent~c~ from serving the
statement of alarm on tho Applicants, Counsel fox tlye Applicants can~`irmeti that such statements
n~ claim could be served an it.

[(~ ~ ~ At the hearing the A~pXicanfs submitted a naadified ~a1~m of the model Tniii~:! (7~der.
G'eatairi amendment$ r~'exe proposed during the h~~rizag; the ptu~ties had an apgo~~tunity~ tc~ m~e
submissions a~. tie proposed amendments,

`V'~YX. Su~uoaary

[~2~ for the ~oregoin~ reasons Y was satisfies[ that it vv~s appropriate tca grant the C~'AA Initial
C~rc~er in the form requested. Y signed the Tni~ia! grder at 4:a8 p.nci, ~$T on Tht~~•sda~, Feb~~rary
2~, a~iz.

I?. Iv1. ~3rawn .

Date: F~bt~u~ry 2~, 20I~

~' Inda~~x, s~rpra., para. 176.
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INVE'~TME.I`~17' INDLI~~TI2Y RE+GULATO:Et~
OI2GANIZATIt~3N OF CANADA

in the matter c~1:

An Expedited Hering antler Dealer M'enab~r.Rr~te 2q.A.2 of
the lnvestrnent Industry Regulat«ry t~rg~nization ai"C:"anada

and

First Leaside Securities Inc.

Order

THIS AI'P1.,ICA'I'ION by tl~e Staff' of the investment Industry It.egul.at~~rti C)r~;aniratic~z~
c>~' Canada (IIRC)C'} c~rr~ing nn for hearing at ?pronto, Ontario ate E~rida:y, ~`ebruar~7 2~,
2t? 12, ~ur~u~nt tc~ Dealer Member f~ules 20.41, 20.42, anti Kuie 1 b cif the R~.~les cif
~?cac~trc~ anal .Pr~~c~du~•e, and upon reviewing the materials iileci in sup~t~rk; attd oiz h~arin~;
ct~uns~l #c>r .~s1a!`(`o~ jIR.fJC',, First l.:easide Securities Inc. (.~LSIj, a Dcalc:r .1~1ei7.~ber a:i'
tlt~C',

T.H..IS HEARING .1'ANFL ORDERS:

1) iha.t FI.,SI:'s n~cmbership ti~~ith 11RC)C be i~~n.rriediatt~.l}• suspe3zded~

2) that .F'LS.1. c~~x~ply with 11R.(}C; Deale2• Memb~~• .l~r~l~ 604 th.r«n~hc>~it the
si~~~~;nsic~n period, tc~ tie extent it .is consistent with the: tez-tns cat t:l~~; itaita~l
C)r~icr, dated T~ek~ruai~y 23rd, 2012, of the Oi~tanc~ ~Superi.c7r C:vu~~; r~f:fu~ticc~
Irt the Mrxtter ~~f~ihe~ C'c~rn~anies' {.;r~et~iti~r~.s Ar~~crn~,7emenr .~~c~t, ~ri~f <irzy~
sul~sequeni Orders in that ~raceed ng;

3) that FI..SI. immediately cease c~ealan~ w-nth the public, inclining the
removal cif its website (www.1°rrsi.leasidesecurities.cnrr~);

~} that I..i.~t~C ̀ ~t~ff ~r~ay undertake any action to facYiitate the vrc~e ~-ky tra~~:;fez~
of client aceounls i.n eaoper~~tiozz ~~.ith I'ensox~ T'~ns~.y~.ci.al Services ~`ai~ada
1nc., including li~uit~atin~; trades except these tcac~es i.z~volving secu~•itaes
which are suk~ject tc~ t1~e Cease 'I~rad~; A~;reeznent with Staff' cif'the (:)niaric~
Securities C;c~mnlission:

5) F'I,~.fi shall re;po~t tc~ II.K~C Staff~as clirecteci vc;ry 3{l day: r~.ga~•c~in~ ate},
action takeaa pursuant to this {~rcier, until sack time as all ~~I..,SI clzerit
~ccaunts i1a~e bean transfenreci to tl~ir~ party ~'[er~~xl~e~• F~`ic~~~s;

6) '1".he risk a~ijuste:d capital and misuznum capital rec~uar n.~ex~t (ic>~etl~er, tie
``R~~;ulatt~ry Capital") shall be dealt with in accord~~nce r~-zth the terrras c~(`



the Initial Urder of the Untario Superior C'c~uri cif Justice Jrt thc~ .MtIIIC'Y f)f
thc~ C:ompunies' C't~etiitorsArranKement Act of which FLSI eras an
applicant, dated February 2'a, 2012 (1:1.1e ̀ `C',C:t1A Order"};

7} In the event that VLSI shall desire the Regul.afic~ry Ca~sixal t<> b~. dealt ~~~itl~
utherti~~ise th~u1 in accorda~~ce with the CCA:4 OrdLr, such ~tl~er dealing
shall only be effected by furth~.r Order of the Caurt irx the C'C'~A
proceedings, and. FLSI shall ccrosu)t with IIRf)C', Sfiatf' anc~ atietn~t to ~ec~k.
~i.greei~ent aa~ the terms of such use of the IZe~ulatory C~xpiial before aiay
motic~ix is brou~;h.t tU {.i) amend or vary the CCAA f7rder in that regard or
(ii) seek a further t?rder in That regard;

8) I.1p~xi complctir~n of the transfer ~f~clienl accounts, ar~ci c~eterminatii~n cif`
any claims against FLSI, to thr: satisfactit~n c~f.It..R(~)C' St4~1`f; 1~.R(:)(:' ~t~xt:f'
may move, without notice to I-'I,SI, for an order tei~►~1in~~t:ing the
membership of'.~'I_S(.; and

9) T`hi~ Order. co~~1~s irrto et~ect February 24, 2012.

DATED at 'i"c~ronto, Ontario, this 24tf' day of February 2012.

q, r
~: ;
I~

_..~~_....._T..__ -- -----.._.
—~---hair
M's. Julia Dublin

z ~~ ,!
~~. ,

~( S ! f r~9/ ,

°'" ' t1~~.:1)ebbie Archer Mr. David Kcrr

°'1 ~ .
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First Leaside Wealth Management Inc.
re First Leaside Ventures LP — Construction Matters

File No. 33695-22

List of Lien Claims (March 15, 2012)

All liens are on PINs 26850-0058 26850-0059 26850-60 and 26850-0062 unless otherwise
noted.

Lien Claimant Date Amount Notes

Janick Electric Limited Dec. 9, 2011 $92,695.03 Certificate of Action registered
Jan. 23, 2012

Lafarge Canada Inc. Dec. 13, 2011 $281,795.50 Certificate of Action registered
Jan. 27, 2012

Aquanorth Dec. 23, 2011 $99,440.01 Certificate of Action registered
Contracting Ltd. Feb. 15, 2012

792873 Ontario Dec. 23, 2011 $364,028.23 Certificate of Action registered
Limited (H&S Jan. 19, 2012
Equipment)

Municipal Mechanical Dec. 30, 2011 $94,827.36 Certificate of Action registered
Contractors Limited Feb. 13, 2012

Gilbert Steel Limited Dec. 30, 2011 $205,538.91 Certificate of Action registered
Feb. 2, 2012

Kenaidan Contracting Jan. 4, 2012 $418,752.21 Certificate of Action registered
Ltd. Feb. 22, 2012

Peto MacCallum Ltd. Jan. 19, 2012 $13,034.00 Lien on PIN 26850-0060 only

Structform Jan. 16, 2012 $1,723,754.66 Certificate of Action registered
International Limited Feb. 22, 2012

Rounthwaite Dick & Feb. 8, 2012 $139,376.47 Lien on PIN 26850-0059, 26850-
Hadley Architects Inc. 60 and 26850-0062 only

Legal*7298542.1
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FIRST LEASIDE VISIONS I LP
A REGISTERED ONTARIO COMMERCIALIZATION

~~ INVESTMENT FUND (OCIF REG. N0. 40107)
11)ts~ I.I.tl~l(~(:

SU RY OF 2008 I1~IVESTMENTS

In 2008, First Leaside Visions I Limited Partnership raised $3-million
which it invested equally in four exciting business opportunities that
year. These four start-up companies were originally created by the
University of Waterloo and the University of Toronto for the purpose of
commercializing the research and technologies which were developed
at those institutions. The underlying intellectual property for each of
the companies has been protected by patent filings that have either
been granted or are in progress.

GREENCORE COMPOSITES INC.

MARKSMAN CELLJECT INC.

METABACUS INC.

SEGASISTTM TECHNOLOGIES



University of

~.M ~ Waterloo
Segasist Technologies

Researchers led by Professor Hamid Tizhoosh at the University of Waterloo have developed an
innovative artificial intelligence solution to eliminate the tedious and time-consuming manual
editing involved in medical image segmentation (viewing of many "slices" of an image). The

■ software, Segasist~, is being commercialized by University of Waterloo start-up SegasistT'"

.' Segmentation is used to locate tumors, measure tissue volumes, and for other diagnostics.

Segasistr`•" 
It allows for medical images to be partitioned into regions to make the image easier to ana-
lyze. Segasist allows clinicians to interpret medical images more quickly than is currently
possible using manual segmentation techniques. This intelligent software learns from the

user, incorporating the clinician's know-how to continually improve the accuracy of image processing. The tech-
nology can allow for shorter patient wait times and better patient outcomes.

The Segasist~ software uses a combination of unique, proprietary algorithms and has several advantages over
commercially available image segmentation methods. SegasistT"':

~ Is the only image segmentation method that incorporates on-line, continual learning;

• Requires far less manual segmentation to achieve the accuracy of traditional methods;

• Can drastically reduce the time required to achieve image segmentation;

• Is the only software that remembers clinician preferences and interpretation of gray scale patterns;

• Allows segmentation to be performed away from the imaging equipment, such as in an office;

~ Operates on multiple modalities (e.g., ultrasound, x-rays, CTs, MRIs) and multiple diagnostic applications.

FLV I LP INVESTMENT: ,$750,000
More Information: W W W.segasist.001I1 * Segasist Technologies is the operating name of OMISA Inc.

,:::m

Marksman C ell' e ct ~J ~T~RaNT~l

Marksman Cellject Inc. is a spin-off from the Innovations Group of the Univer-
sity of Toronto, and its technologies were originally developed by Professor Yu
Sun's team at the University of Toronto's Department of Mechanical and

M A R I< S M A f~i Industrial Engineering. Marksman Cellject provides automated systems
(hardware &software) that solve problems experienced by moderate-sized labora-
tories around the world on a daily basis, as they carry out embryonic development

studies, mutation screening to identify genes, drug molecule screening for drug discovery and other applications.
The system replaces manual cell injection of the zebra fish and
mouse embryos involved in this work. The manual process is ~ I ' ~~ ~P'' ~~ 1~"~ ~° ~~
universally hampered by human fatigue and large variations in
success rates due to poor reproducibility. Not only do Marksman's
embryo holding devices reduce sample immobilization time from
minutes to seconds, but the automated injection system operates at a
high speed with a high success rate and survival rate.

FL V I LP INVESTMENT.• $750, 000

More Information: www.marksman-cellject.com

did



Metab acus

.~ °~

~.
(~ UNIVERSITY

~f TC7RC7NTU

ET~.BACUS Metabacus Inc. is a software company that provides manufacturers of high-
performance advanced semiconductor chips with the tools to design their
chips in simple software language and implement them in hardware at the

click of a button — dramatically reducing the millions of lines of low-level hardware code that is manually written
by engineers for each chip.

Not only does Metabacus' behavioural synthesis technology optimize chip performance, accelerate time-to-market
and afford significant cost savings per chip design, but the technology addresses a significant challenge facing the
semiconductor industry. The complexity and sophistication of advanced semiconductor chips is growing exponen-
tially each year. According to the Ontario Ministry of Research and Innovation (MRI), these chips double in
complexity every 18 months. Major productivity gains will be required to keep the cost of new and increasingly
sophisticated chips from skyrocketing.

T'he Metabacus' solution is based on the research results and software
developed by Professor Jianwen Zhu and his students at the Electrical
and Computer Engineering (ECE) department at the University of
Toronto. The company is a University of Toronto start-up created to
commercialize this technology.

FLV I LP INVESTMENT: $750,000
More information:
www.metabacus.com

• ~ _ UNIVERSITYGreenCore Com sites ~~~ ~I TORONTOp
,,~~~jr~~j~ Also aspin-off created by the

lVJ/~1/l~!//yg`I'/~D//~/ Innovations Group of the Uni- .~
versity of Toronto, GreenCore

Composites Inc. is commercializing the Natural Fibre Composites technol-
ogy invented by Dr. Mohini Sain of the Faculty of Forestry and Chemical
Engineering. GreenCore Composites has proprietary technologies to
manufacture Natural Fiber Reinforced Composite Pellets for conventional
molded and extruded semi-struchual and structural products. By replacing ~ .~
petroleum based materials with sustainable natural fibers and/or bioplastics, ` ,~ ~;;
Green InsideTM pellets offer added environmental benefits while more ~~
than doubling the strength of the base polymer. The pellets can also be
colored and combined wikh standard molding additives. Green InsideTM
pellets offer higher performance mechanical properties relative to current commercial natural fiber composite prod-
ucts, making them suitable for applications such as furniture, consumer products, automotive, and electronics parts.

FLVILPINVESTMENT: $750,000

More information: www.greencorenfc.com

bzb
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1F ~ R.~T ~, E~._S I ~ ~
t~~c~t~~~ c~~ c~c~na~~,acv~~:s

The agent of this offering, First Leaside Securities Inc. is an investment
dealer member of the Investment Industry Regulatory Organization of
Canada (IIROC) and a member of the Canadian Investor Protection Fund
(CIPF).

~ru~e

~~~
hzo•n.tment Industry L3ra~~nismc crnadien pie
Rec.~ulatory f~rc~uniz;~tion rec~le~rse.rririioro ciu rc~rrirrier<:e
OF ~anc~tia {:fes va!vurs m,>i~iliere<

430 Durham Road #8, Uxbridge, Ontario L9P 1 R1
Tel.: 905-852-2500 ,6 Toll Free: 1-866-681-9247 ~ Fax: 905-852-4637

WWW.FI RSTLEAS I DE.COM

First Leaside Visions I LP is sponsored by:

>'~ Univeestty of

~~ ~~ U N I V E RS ~ TY Waterloo ~~' `~~'~' 
,,

~~ TURUNTQ 
tT~~~v~~~sit~ ~ >,;

~ ~ `~ ' ~'' ~ES ri

Investments in First Leaside Visions I Limited Partnership are now closed. We are accepting investments in First Leaside Visions II Limited Partnership.
This report is for information only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. All information
provided is believed to be reliable, but its accuracy or completeness is not guaranteed. The Sponsors of the OCIF have neither approved nor
disapproved of the securities being offered or passed judgment upon the adequacy of any offering document for the securities. The Sponsors' logos
are the property of the respective Sponsors. First Leaside Visions I Limited Partnership is a related issuer of First Leaside Securities Inc., the Agent,
and is a registered Ontario Commercialization Investment Fund (registration no.: 40107). See 1) Ontario Ministry of Research and Innovation's
A Guide to the Ontario Commercia/ization Investment Funds Program, and 2) Community Sma1! Business Investment Punds Act and Regulations.

2009
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FIRST LEASIDE VISIONS II LP
A REGISTERED ONTARIO COMMERCIALIZATION

1~ INVESTMENT FUND ~ocir- SEC. No.4olos~
~ ~ ~,u~~



v~lhat is an OCIF?

The Ontario Commercialization Investment Fund (OCIF) program was 1 i t ~ € i i ; ~ 1 ~'
established by the Ontario government (Dec. 31, 2005 to Dec. 31, 2009) to
help leverage pools of seed capital for spin-off technology companies created by faculty, staff and

students of Ontario-based research institutions. Through a combination of direct provincial financing

and other government grant programs, the OCIF initiative has been an outstanding example of the

public and the private sectors' com-
mitment to research and innovation.

OCIFs have provided an alternative
source of investment capital needed
by start-up companies that have been
formed to commercialize research
from sponsoring research institutions.
First Leaside Visions II LP is a reg-
istered OCIF partnership sponsored
by a network of institutions.
Together, we share the common goal
of promoting growth and creating
jobs in the province.

First Leaside recognizes that in order
for this OCIF to be a success, it will
have to make financial sense for its
investors. The First Leaside Group
has an impressive 17-year track
record in structuring tax-efficient
limited partnerships. First Leaside
Visions II LP and its exceptional
management will carry on this tradi-
tion of success by becoming a lead-
ing financier of companies formed to
commercialize research in Ontario.

"To fully develop our economic
advantage, Ontario tiiust be first
in the tnnov~rtion race. ~ _.

Tire first to discover• rretiv ideas. f

~' The frst ~o turn thefit into r~ew
~rodr~cts and s~er~ice,~.

.And the fiYSt to market those
products and services to the
world, so they generate jobs

~ and ~rosperaty for oz~r people ... "

First Leaside Visions II LP is sponsored by:

The Honourable James K. Bartleman,
Lieutenant Governor of Ontario,
March 2002 to September 2007.
Throne Speech—October 12, 2005,
Strengthening Ontario's Ec~nontic
Ad~aiztage.

i~ 
__v 
v ~ ~v~ ~s ~~'~' Waterloo ~ ~~~~~;~:~ ~ ~3

~ ~ f~1 TU~C3NTC~ 
~~~~f~~~~~ ~~

`~` utJttawa ~- ~Te~ ~~



~~

How does it work?

An investor contributes to First Leaside Visions II LP (a registered OCIF partnership), which,
in turn, invests in eligible businesses commercializing the intellectual property and technology
developed by faculty, staff and students of sponsoring research institutions in Ontario.

* Combination of other federal and provincial financing and grant programs.



v~Uhat about investment returns?

The First Leaside Group has used its expertise in the structuring of tax-efficient investments to
create First Leaside Visions II LP, a registered OCIF in the province of Ontario. First Leaside
Visions II LP's unique structure will enable investors to reduce their down-side risk with generous
tax incentives and cash distributions, while participating in the future growth of companies engaged
in the commercialization of leading-edge research.

BENEFITS of an investment in First Leaside Visions II LP
include:

Deductions of up to 80 per cent of invested capital may b~
used to reduce other Canadian sourced taxable income Over the rieXt

four tax years.

Cash return of u~7 t0 7O per Cerit of invested capital is expected
at the end of the fifth year.

Potential Caplt~ galri due to First Leaside Visions II LP's partieipa—
tion in the commercialization of leading-edge research.

~- ~ - - .
~~ ,,



v~Uho's who?

~5

First Leaside Visions II LP is managed by another member of the First Leaside Group of
Companies, First Leaside Visions Management Inc. The management team draws from a vast
collective knowledge, experience, acumen and professional networks ideally suited to the commer-
cialization of intellectual capital—to the benefit of First Leaside Visions II LP investors, the spon-
soring research institutions, and the Province of Ontario.

INVESTMENT MANAGER,
FIRST LEASIDE VISIONS MANAGEMENT INC.

DR. DOUG HYATT, PhD
s~- Dr. Hyatt leads the management team. He is a Professor of Business Economics at

the Rotman School of Management, University of Toronto. He began his career as
h. a banker, and then as an economist with the Ontario Ministry of Finance. He has
3;

worked with a number of firms as they have executed strategic acquisitions and
other private equity transactions. For a number of years, Dr. Hyatt has provided

litigation support in legal matters that require estimation of value of economic losses
incurred by individuals and firms. He is also active in copyright and intellectual property

valuation. Dr. Hyatt teaches micro- and macro-economics in the Executive MBA program and
has published a number of articles and books on economics issues ranging from risk sharing in pension plans
to child care and workers' compensation.

-FORMER UNIVERSITY ADVISOR,
~ FIRST LEASIDE VISIONS MANAGEML:NT INC.

DR. TOM CORR, DBA, MBA
Over the past three years, Dr. Corr was pivotal in identifying new investment oppor-

tunities at Ontario universities for consideration by First Leaside Visions II LP
and its predecessor partnership, First Leaside Visions I LP. With investments in
seven start-up companies now having been made by those two partnerships, Dr.

Corr has completed his mandate as University Advisor. Currently, Dr. Corr is the
Chief Executive Officer of the Ontario Centres of Excellence. His background com-
bines both the university research community and the business world. Most recently,
he served as Associate Vice-President of Commercialization at the University of Wa-
terloo and CEO of the Waterloo Research and Technology Park Accelerator Centre.

He also served for three years as Director of Commercialization—IT and Communications, at
Innovations at the University of Toronto which manages the commercialization of the inventions

that are created as a result of the $2-million per day that the University of Toronto spends on R&D. Dr. Corr
has more than 30 years of experience in the technology industry, including 20 years as CEO of companies ranging
from start-ups to $50-million publicly listed companies, and is a director of a number of Canadian and U.S.
technology companies. He holds an MBA from the University of Toronto, an Advanced Post Graduate Degree

in Management Consulting from Henley Management College, a Doctor of Business Administration degree from
Brunel University/Henley Management College, and received his professional corporate director (ICD.D) desig-

nation from the Institute of Corporate Directors. Dr. Corr also teaches in the Masters of Engineering Program at

the Xerox Centre for Entrepreneurship at McMaster University.

,b 4 d1



~~Uhat am I inve s tines in?

SUMI~ZARY OF
INS ST MENT HOLDING S

Through your investment in First Leaside Visions II Limited Partnership, you are capitaliz-
ing on the ideas—the intellectual property and technology—developed by the faculty, staff
and students at the University of Waterloo and the University of Ottawa. First Leaside
Visions Management Inc. selected from numerous promising projects in key areas of
expertise at our sponsoring institutions: University of Toronto, University of Western
Ontario, McMaster University, University of Waterloo and University of Ottawa.

In 2009, First Leaside Visions II Limited Partnership invested equally in three exciting
businesses, concluding its search for new investment opportunities. These three start-up
companies were originally created by the University of Waterloo and the University of
Ottawa for the purpose of commercializing the research and technologies which were devel-
oped at those institutions.

The underlying intellectual property for each of the companies has been protected by patent
filings that have either been granted or are in progress.

Lni~~ crsi to of

'VUaterlao
Tyromer Inc. ~~~~

un~i craity or

W~terlao
DossierView Inc. ~~~

e Si ht Cor '°`~g p u ~t~~W~

,p 5 0



Tyromer Inc.

t

l)niversify of

Waterloo,: ~:
~~

♦• , r4~ The Challernge:
~~l~~~ Each year about 300 million scrap tires are produced in North America. During the average
f ~ life of a tire, only 15% of the rubber is used, leaving a staggering 9 billion pounds of scrap
~~ tires, with limited options for reuse or recycling. When rubber is formed into a tire, it is
~jl vulcanized—a process where rubber is mixed

,~+~s ~ with sulfur and exposed to extreme heat. The
~`►'*~~°. result is a hard, durable rubber product, per-

fect for making tires. However, vulcanized
rubber is difficult to recycle because it cannot be easily reformu-
lated. More than 50% of scrap tires are currently burned for their
fuel value. By today's standard, this is a wasteful proposition be-
cause burning only recovers about 25% of the energy that went
into making these tires. Until now, there has been no effective
way to utilize this massive renewable resource.

The Solution:

Based on a patented green process developed by Professor Tzoganakis and his team at the Department of
Chemical Engineering at the University of Waterloo, scrap tires can be reformed into a new, versatile, high
quality rubber material: TyromerTM.

TyromerT"I is a fire derived polymer made 100% from scrap tires, through its patented process. Representing
a first in the industry, TyromerTM is a high quality, versatile recycled rubber product that has physical proper-
ties and strength close to virgin rubber, with high tensile strength, high elongation and excellent processability.
In short, this patented technology enables the rubber in scrap tires to be reformulated and used for the manu-
facturing of new and useful rubber products. It is an environmentally friendly, safe product which can be used
as a rubber substitute, or blended with natural and synthetic rubbers as well as plastic like polypropylene. Used
as a replacement for synthetic rubber, TyromerTM offers a reduction in the use of non-renewable petroleum-
based resources. Most significantly, TyromerTM can be used for re-treading tires to provide manufacturers
with an ideal product life cycle management solution. This unique technology features rapid devulcanization,

no chemical solvent use and low energy use, and it .. .

... reduces the consumption of synthetic rubber which

is anon-renewable petroleum-based resource;

... reduces the amount of Greenhouse Gas generated

in fire manufacturing; and

... reduces the environmental hazards associated with

scrap fire stockpiles.

FLV /I LP INVESTMENT: $750,000

More Information: www.tyromer.com
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DossierView Inc.

The Challenge:

University tat

Waterlog

~~

For many of us, the challenge has become a daily part of life. Do any of the following scenarios sound familiar?

• Have you ever spent five minutes or more looking for a client or project file
... rummaging through filing cabinets, canvassing collea~nxes and searching
through your computer?

~ Ever wish you could identify others within your company, or externally, who
could help you with an urgent issue?

~ How often have you found yourself manually inspecting several pages of
search engine results before finding a relevant web site?

• Have you ever landed on a spam web site, realizing too late that the link you
clicked on page one of your search engine results was not legitimate?

Most people share one or more of these frustrating experiences. And these are just a few examples.

The Solution:

DossierView Inc., a privately owned early stage software technology company, is leveraging technology devel-
oped by Dr. Andrew Wong, a founder of the PAMI (Pattern Analysis and Machine Intelligence) Lab at the
University of Waterloo, to solve these challenges. DossierView has been able to create the next generation of
PAMI technologies to provide both corporate users and consumers with faster access to the most relevant
information. The company's proprietary wetrieveTM semantic and social search suite of products "leapfrog"
current search technologies, making information access predictive, collaborative and fast for professional ser-
vice firms (e.g., lawyers, accountants, engineering contractors, management consultants) and general Internet
users at home, at work or on the go.

FLVIILPINVESTMENT.• $750,000
More Information: www.dossierview.com
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eSight Corp.

~ The Challenge:

~I More than 38 million Americans forty and older experience
blindness, low vision or an age-related eye disease. Every
seven minutes, another American becomes blind or visually
impaired. The cost to society is enormous, estimated at

over $50-billion by Prevent Blindness America 2007, The Economic Impact of Vision Problems. Once drug
therapies and surgery options have been exhausted, people struggling with degenerative eye diseases face the
disappointing realization that they will require assistive technology (A'1~, which is non-portable, in order to
maintain some quality of life.

The Solution:

A new, innovative assistive technology device created by eSight Corp. is giving hope to these people. This
technology combines breakthrough advances in digital video capture and display, with proprietary image proc-
essing algorithms to create evSpexTM, a brand new way to help people challenged with low vision. evSpexTM
enable people challenged with low vision to do more of the things they love, whenever and wherever they
wish, without the limitations of today's non-portable assistive technology devices. They resemble sunglasses,
but are so much more. Imagine the ability to zoom in/out, improve the brightness and contrast of whatever
you are looking at, and even quickly store visual information for a closer look later. Currently in clinical evalua-
tions, evSpexTM will be commercially available in 2010.

eSight's wearable display technology can enhance
almost any visual experience. Imagine ...

• ... attending a live sporting event or your
favorite concert, and having the ability to
zoom in, and everyone else just thought you
were wearing sunglasses.

• ... the rich gaming experience that is possible
with the world's best resolution and field of
view.

~ ... being able to connect a large "virtual" dis-
play to almost any portable application.

• ... how eSight technology could enhance a
person's performance in various professional
and security applications.

• ... what you could do with a personal display if it had an integrated, high-resolution video camera.

Yes, our first market is to serve people challenged with low vision, but beyond that, the possibilities for eSight
technologies in other areas are only limited by our imagination.

FL V II LP INVESTMENT: $750,000

More Information: www.esightcorp.com
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Other uestions?

Q. Who is the First Leaside Group of Companies?
1~. Founded in the late 1980s, the First Leaside Group of Companies is
a fully integrated Canadian financial services organization which includes
the origination of structured investment products. It has an impressive
17-year track record in structuring tax-efficient limited partnerships, with
appro~mately 1,000 high net worth investors benefiting from more than
$150-million in innovative product origination through the course of the
past six years alone. Part of the First Leaside Group, First Leaside Securi-
ties Inc. (the Agent) is an investment dealer member of the Investment
Industry Regulatory Organization of Canada (IIROC) and a member of the
Canadian Investor Protection Fund (CIP~.

Q. Why did the Government of Ontario establish this program?

t~. Recognizing that research and innova-
tion are fundamental to any growing mod-
ern economy, the Ontario government is
committed to supporting the commerciali-
zation of R&D. The Throne Speech enti-
ded Strengthening Ontario's Economic Advan-
tage, delivered on October 12, 2005 by The
Honourable James K. Bartleman, Lieuten-
ant Governor of Ontario, provides further
insights into the government's philosophy:
"To fully develop our economic advan-
tage, Ontario must be first in the innova-
tion race. The first to discover new ideas.
The first to turn them into new products
and services. And the first to market those
products and services to the world, so they
generate jobs and prosperity for our peo-
ple." Statistics Canada reports that there
were less than 50 start-up companies es-
tablished in 2003 and 2004 to commercial-
ize inventions developed at Canada's uni-
versities and hospitals. (This is the most
recent data published by Statistics Canada.)
The Ontario Commercialization Invest-
ment Fund is one initiative that was
designed to help leverage pools of seed

capital to encourage new technology companies based on Ontario research and innovation.
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Q. When will I see reductions in my
taxable income?

t~. Starting in the 2010 tax year. Before the end of each

year, investors will be notified as to the extent of the
write-off available for that tax year.

Q•

A.

What if some commercialization
projects are successful?

You will have a stake in the companies funded as a
result of First Leaside Visions II LP's ownership of securities, in the form of shares and
share purchase warrants of the start-up companies invested in.

Q. What if the research doesn't result in a commercially viable business?
1~. Your write-offs against taxable income plus your cash return should provide a suitable

cushion in a worst-case scenario.

Q. W1zo is an eligible investor?

A. To be eligible, investors must be accredited as defined in the Ontario Securities Commis-
sion (OSC) Rule 45-106.

Q. How can I learn more about First Leaside Visions II LP?

1~. Contact First Leaside Securities Inc., the Agent, at 1-866-681-9247 or info@firstleaside.com.

F ~ ~1
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The Agent of this offering, First Leaside Securities Inc. is an investment
dealer member of the Investment Industry Regulatory Organization of
Canada (IIROC) and a member of the Canadian Investor Protection Fund
(CIPF).

C;,tnadi.kea Invustm' Prote~,tio~~ ~un~f
__ _.

M EM BAR
Investm~nl: Irscl~;stry OryarsismEp cxr=ndie.s de
Regulatory ()rg~nizatiore tEglCmenEatiorj du CCSmmerce
of Canada drs vaiciars molxilieres

430 Regional Road #8, RR 1, Uxbridge, Ontario L9P 1 R1
Tel.: 905-852-2500 1.1 Toll Free: 1-866-681-9247 k Fax: 905-852-4637

WWW.FI RSTLEAS I DE.COM

This report is for information only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. All information
provided is believed to be reliable, but its accuracy or completeness is not guaranteed. The amount and timing of the tax write-offs and/or cash
distributions constitute our best judgment at this time, but may be subject to change. Individuals should consult their tax advisors with respect to
personal tax matters. The investment is intended to provide capital to commercialize high-risk technology businesses at the very earliest stages and
there is no guarantee that it will produce a commercially viable product and/or service. Accordingly, the investment is limited to accredited investors,
with a minimum investment of $25,000. The Sponsors of the OCIF have neither approved nor disapproved of the securities being offered or passed
judgment upon the adequacy of any offering document for the securities. The Sponsors' logos are the property of the respective Sponsors. First
Leaside Visions II Limited Partnership is a related issuer of First Leaside Securities Inc., the Agent, and is a registered Ontario Commercialization
Investment Fund (registration no.: 40108). See 1) Ontario Ministry of Research and Innovation's A Guide to the Ontario Commercialization
Investment Funds Program, and 2) Community Sma// Business Investment Funds Act and Regulations. No securities commission or any similar
authority has in any way passed upon the merits of the securities offered herein and any representation to the contrary is an offense. Each
prospective investor should consult its own attorney, business advisor and tax advisor as to legal, business, tax and related matters concerning this
offering.
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Court File No. CV-12-9617-OOCL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE MR. J FRIDAY, THE 23~d

JUSTICE MORAWETZ ~ DAY OF MARCH, 2012

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

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

ORDER
(First Extension of Stay Period)

THIS MOTION, made by the Applicants for an order, among other things,

extending the Stay Period to June 29, 2012, was heard this day at the Court House, 330

University Avenue, Toronto, Ontario.

Legal*7308744.4



Gu

ON READING the notice of motion dated March 21, 2012, the affidavit of

Gregory MacLeod sworn March 21, 2012 ("MacLeod Affidavit"), and the first report to

the court (the "First Report") of Grant Thornton Limited, in its capacity as court

appointed monitor ("Monitor") of the Applicants and the limited partnerships listed on

Schedule "A" hereto (collectively, "First Leaside"), and upon hearing the submissions

of counsel for the First Leaside, the Monitor, and representative counsel for the clients

of Applicant First Leaside Securities Inc.,

1. THIS COURT ORDERS that the time for the service of the notice of

motion and motion record herein be validated and abridged and any further service of

this motion record be dispensed with.

2. THIS COURT ORDERS that the "Stay Period" as defined at paragraph 19

of the Initial Order of the Honourable Mr. Justice Brown dated February 23, 2012 be and

is hereby extended to June 29, 2012.

3. THIS COURT ORDERS that, subject to obtaining the Monitor's prior

written consent, G.S. MacLeod &Associates Inc., in its capacity as Chief Restructuring

Officer of First Leaside ("CRO"), be and is hereby authorized to enter into sales,

marketing and/or listing agreements with agents, realtors and/or brokers in furtherance

of the marketing and sale of First Leaside's real property.

4. THIS COURT ORDERS that the First Report be and is hereby accepted

and approved and the activities of the Monitor as described in the First Report be and

are hereby approved.

Legal*7308744.4



5. THIS COURT ORDERS that the conduct and activities of the CRO, as

described in the MacLeod Affidavit, be and are hereby approved.

Legal*7308744.4



Schedule A

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 II LP

First Leaside Retirement Residences LP

First Leaside Superior LP

First Leaside Ultimate LP

First Leaside Universal LP

Uxbridge Development LP

First Leaside Retirement Residences
Limited Partnership
First Leaside Venture Limited
Partnership

Wimberly Apartments LP

The Shores LP

Old Mill Pond LP

Legal*7308744.4

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



-1~

First Leaside Visions I LP

First Leaside Visions II LP

First Leaside Visions III LP

First Leaside Visions IV LP

Metabacus LP

Greencore LP

Marksman Cellject LP

OMISA LP

Dossierview LP

eSight LP

Tyromer LP

Place Concorde East LP

Place Concorde West LP

First Leaside Wealth Management LP

First Leaside Technologies LP

F.L. Beverages Group Limited
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

Legal*7308744.4
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