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Court File No.: 10-8619-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
BETWEEN:

SA CAPITAL GROWTH CORP.
Applicant

-and -
CHRISTINE BROOKS AS EXECUTOR OF THE ESTATE OF ROBERT MANDER,

DECEASED AND E.M.B. ASSET GROUP INC.
Respondent

IN THE MATTER OF RULE 14.05(3)(G) OF THE RULES OF CIVIL PROCEDURE
AND SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. 1990, C. C.43,
AS AMENDED

FOURTH REPORT OF RSM RICHTER INC,,
AS RECEIVER

July 2, 2010

1. INTRODUCTION

This report (“Report”) is filed by RSM Richter Inc. (“Richter”) in its capacity as receiver
(“Receiver”) pursuant to an order of the Ontario Superior Court of Justice (“Court”) dated
March 17, 2010 (“Receivership Order”), as amended by orders of the Court made on March 17,
2010, March 19, 2010 and March 31, 2010. A copy of the Fresh as Amended Receivership Order

(the “Order™) is attached as Appendix “A”.

Richter was appointed Receiver pursuant to an application by SA Capital Growth Corp. (“SA
Capital”) for the appointment of a receiver over the assets, properties and undertakings of
E.M.B. Asset Group Inc. (“EMB”) and of Robert Mander (“Mander”) under Section 101 of the

Courts of Justice Act, R.S.0. 1990, c. C.43, as amended.

RSM Richter is an independent member firm of RSM Intemational,
an affiliation of independent accounting and consulting firms.
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As a result of amendments to the Receivership Order, the Receivership Order provides the
Receiver authority regarding the assets, properties and undertakings of entities related to EMB
or Mander. These entities include but are not limited to Mand Assets Inc. (“Mand Assets”),
Dunn Street Gallery Inc. (“Gallery”), Trafalgar Capital Growth Inc. (“Trafalgar”), Stonebury Inc.
(“Stonebury”) and Mander Group Inc. (“MGI”) (“Related Entities”) (the Related Entities, EMB

and Mander are collectively referred to as the “Debtors”).

On March 31, 2010, due to the death of Mander, this proceeding was continued against Christine
Brooks as Executor of the Estate of Robert Mander and the title of proceedings was changed to

reflect the continuance.

1.1 Purposes of this Report

The purposes of this Report are to:

a) Provide background information concerning the Debtors;

b) Summarize the interim findings of the Receiver’s investigation in these
proceedings;

c) Summarize for the Court a settlement offer by the Receiver to Ms. Brooks
regarding certain death benefits and the cash value of Mander’s life insurance
policies;

d) Summarize other issues in these proceedings for which no relief is presently
sought; and

e) Recommend that this Honourable Court issue an order:

. Authorizing and directing the Receiver to investigate the affairs of C.O.

Capital Growth Corp. (“CO Capital”);

o Authorizing the Receiver to take possession of, and realize upon, a Lexus
purchased in the name of Maria Zurini, with Stonebury monies;

. Requiring Tonin & Co. LLP (“Tonin”), an accounting firm that acted for

certain or all of the Debtors, to, within seven days of the granting of such
order, deliver to the Receiver all documents in Tonin’s possession, power

RSM Richter
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and/or control in any way related to the business or affairs of any of the
Debtors;
. Requiring Interactive Brokers Canada Inc. (“Interactive Brokers”) to (i)
transfer cash in each of the Debtors’ accounts (the “Accounts™) to the
Receiver, and (ii) sell any securities in the Accounts upon receiving such
written direction from the Receiver and thereafter forward the net
proceeds to the Receiver; and
. Approving this Report and the Receiver’s activities since the date of the
Receiver’s first report to Court dated March 29, 2010 (“First Report”).
1.2  Restrictions
In preparing this Report, the Receiver has relied upon unaudited financial information and
books and records located at the premises of the Debtors as well as at various other locations
where Mander carried on business or is believed to have carried on business, maintained an
office, files or a safe, whether presently, in the past and/or periodically, and documents, records
and information provided by various individuals and financial institutions. The Receiver has
not performed an audit or other verification of the documents and information it has
accumulated. The Receiver expresses no opinion or other form of assurance with respect to the

accuracy of any information, documents and financial information presented in and/or

discussed in this Report, or relied upon by the Receiver in preparing this Report.

Because of Mander’s death, the Receiver has not had the benefit of speaking with the one
individual - Mander - who could have provided first-hand information regarding the businesses
he conducted. As a result, the Receiver has been required to conduct its investigation by
reviewing documents and meeting with individuals with knowledge of Mander and his

businesses.

RSM Richter
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2.  BACKGROUND

EMB was incorporated in February, 2008. It and Mander borrowed funds from a number of
companies and individuals and guaranteed high rates of return for a fixed term. Some investors
also loaned money directly to Mander. The investors believed that Mander was investing in
equities (directly or indirectly through entities he controlled or influenced) in order to generate
substantial rates of return on their behalf. Certain investors advanced to Mander and his

companies, including EMB, money loaned to them by others.

EMB was owned by Mander, who was EMB’s sole director and officer. All decision making and
investing at EMB was done solely by Mander. There was little distinction between EMB and
Mander — Mander frequently moved monies between his personal accounts and the accounts of
EMB and other Mander controlled entities so that he could fund his lifestyle and attempt to
generate personal net worth, including the purchase of real estate through corporations he

owned, such as Stonebury.

Additional background information concerning these receivership proceedings is provided in
the initial application materials, the Receiver’s First Report', its second report to Court dated
May 28, 2010 (“Second Report”) and its third report to Court dated June 8, 2010. These

documents are available on the Receiver’s website at www.rsmrichter.com.

! Including its supplement to the First Report, dated March 30, 2010.

RSM Richter
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3.  ASSETS

The First Report details that the Debtor’s accounts had nominal balances on the date these

proceedings commenced.

As of the date of this Report, the majority of the assets recovered include real estate, artwork,
jewellery, furniture, a 2010 Jaguar and sundry other assets. Mander also owned a 2010 Land
Rover, which was fully encumbered by Bank of Montreal (“BMO”). The Land Rover was

returned to BMO on May 4, 2010.

On June 3, 2010 the Court issued an order approving an auction agreement between Asset
Engineering Corporation (“AEC”) and the Receiver authorizing AEC to conduct an auction for
the sale of the majority of the Debtors’ personal property (“Auction Assets”) (‘AEC

Transaction”). The auction is scheduled for July 7, 2010.

RSM Richter
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A summary of the Debtors’ real property is provided in the table below.
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Listing  Estimated
Price’  Mortgage

Address ($000s) ($o000s) Mortgagee Title Description and Comments

1225 Lawrence Crescent, 2,755 2 000 HSBC Mander Sold.

Oakville (“Lawrence Bank

Property™) Canada

17 Stonebury Place, 760" 634 TDBank  Stonebury Sold. Five acre lot with

Freelton (“17 Stonebury™) 4,600 sq. ft. house.
Transaction is expected to
close on July 30, 2010.

1506 Highpoint Sideroad, 220’ - - Stonebury  Sold. 1¥2 acre lot, under

Caledon (“1506 Caledon™) construction. Transaction
closed on June 18, 2010.

1650 Highpoint Sideroad, 1,499 - - Stonebury 100 acre lot with 1 storey

Caledon (1650 Caledon™) house. Property was listed
for sale with Royal LePage
Real Estate Services (“Royal
Lepage”) on April 30, 2010.

223 Church Street, Oakville 1,395 612 Home EMB 2,900 sq. ft. townhouse,

(“223 Church™) Trust commercial or residential.

Company Property was listed for sale

with Avison Young
Commercial Real Estate
(Ontario) Inc. on April 26,
2010.

225 Church Street, Oakville 1,499 630 Home EMB 2,900 sq. ft. townhouse,

(“225 Church”™) Trust commercial or residential.

Company Property was listed for sale

by Mander with Re/Max Del
Mar Realty Inc. (“Remax”)
on February 14, 2010. The
original listing price was
$1.68 million.

2 Listing prices as at June 30, 2010.

3 Represents selling price.
4 Represents selling price.
’ Represents selling price.

RSM Richter
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Additional information concerning the above real estate is as follows:

o Lawrence Property: The sale of the Lawrence Property closed on April 26,
2010. The transaction generated net proceeds of $639,000 after repayment of a
mortgage on the property, selling costs and closing adjustments.

o 17 Stonebury: An agreement of purchase and sale for this property was
approved by the Court on June 11, 2010. The transaction proceeds are expected
to total approximately $80,000 after repayment of a mortgage on the property
owing to Toronto Dominion Bank, commissions and other amounts payable.

. 1506 Caledon: An agreement of purchase and sale for this property was
approved by the Court on June 11, 2010 and the transaction closed on June 18,
2010. The proceeds are expected to total approximately $180,000 after

repayment of a construction lien filed by Hometek Enterprises,” commissions and
other amounts payable on closing.

32  Artwork

The majority of the artwork located at the Gallery premises was consigned to the Gallery by a
number of artists. The Receiver has returned substantially all of the consigned artwork to the
artists. In certain instances, the consignment documentation in the Gallery’s files was
insufficient to evidence a completed consignment arrangement; however, given the overall
intention of the documentation, discussions with the Gallery manager and the nominal value of
the artwork in question (less than $1,500 in virtually all cases), the artwork was returned to the

artists.

In addition to the consigned art there are approximately 70 pieces of art’ that were purchased by

the Gallery or Mander (“Owned Art”). The Owned Art is included in the AEC Transaction.

¢ Subject to confirmation by the Receiver of its validity.
7 Artwork includes paintings, glass sculptures and crystal figurines.

RSM Richter
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3.3 Life Insurance Policies
Mander maintained four insurance policies with London Life Insurance Company (“London
Life”), including three on his own life and one on the life of his son (the “Policies”). The details

of the Policies are as follows:

($000s)
Date of Policy Life Insured Beneficiary Death Benefit®
November 17, 2001 Mander Mander’s son 120
October 12, 2002 Mander Mander’s son 70
June 12, 2003 Mander Mander’s son 167
357
November 27, 2001 Mander’s son Mander 20°

377

The Receiver’s review of Mander’s bank accounts indicates that he routinely transferred money
from his business accounts to his personal accounts, including amounts to fund the insurance
premiums. A summary of the premium payments funded by Mander is provided in Appendix

“B”
.

Mander had no source of income other than monies received from investors. It is believed that
Mander used investor monies for personal purposes starting as early as 2003, at which time he
and Tasha Fluke, an associate he met while working at Freedom 55 in 2003, formed FM Market
Capital Inc. (“FM Capital”). In July, 2007, Ms. Fluke commenced an action against Mander for
reasons similar to those detailed in the affidavit of Davide Amato filed in the application
materials in these proceedings. A copy of the materials filed in the FM Capital proceedings is

provided in Appendix “C”.

8 The death benefit proceeds are net of indebtedness (approximately $24,000) owed by Mander to London Life.
® Current cash value of the policy.

RSM Richter
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The Receiver has also taken into consideration that Mander had substantially no assets at the
time he commenced his investment activities/scheme. During meetings between the Receiver
and Ms. Brooks, the mother of Mander’s son, Ms. Brooks advised that around July, 2000, she
and Mander were evicted from their apartment because they could not pay the rent. Ms. Brooks
and Mander’s siblings have also advised that Mander’s family was not wealthy, contrary to
comments attributed to Mander by friends and investors that his father had substantial net

worth. Mander’s financial success at Freedom 55 is said to have been less than noteworthy.

Because the Receiver’s review of the Mander’s bank statements indicates that Mander used
investor money to fund the insurance premiums, and because Mander had virtually no assets at
the commencement of the investment scheme, the Receiver has taken the position that the
Policies should be an asset available to the Debtors’ creditors. In this regard, the Receiver has
been attempting to negotiate a settlement of the Policies with Ms. Brooks. The Receiver’s
settlement offer weighs the cost of litigating this issue (both to the estate and to Ms. Brooks) and
the fact that the beneficiary under the policy is Mander’s son. In the absence of a settlement
with Ms. Brooks, the Receiver intends to seek full payment of the insurance proceeds to the

estate.

In correspondence dated May 27, 2010 among counsel to Ms. Brooks, the Receiver and London

Life, London Life agreed to hold the proceeds for three months pending resolution of this issue.

RSM Richter
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4, INVESTORS
EMB and/or Mander appear/(s) to have had six primary investors (the “Investors”). These are:
. CO Capital;
. SA Capital;
. Black Ink Capital Growth Ltd. (“Black Ink™);
) Trafalgar;
) Pero Assets Inc. (“Pero”) (and Thomas Obradovich); and

. J.S. Bradley Inc. (“JS Bradley”).

The Receiver has also been contacted by other parties who have advised that they invested
directly with EMB and/or Mander (“Other Investors”). The number of Other Investors and total
amounts invested by the Other Investors remains unknown at this time. Absent a claim process,
the Receiver is unable to confirm the total number of creditors and the amounts owing to them.
The Receiver believes that a claims process should be deferred until it is determined that there

will be funds available for distribution to creditors.

Mander (either directly, or through MGI or EMB) had agreements with the Investors which
entitled the Investors to share the profit on the spread between the returns earned by Mander or
EMB and the rate of return guaranteed to Investors. For example, if Investors were guaranteed
a 25% return but Mander generated 50% (which he did not), Mander and the Investor would

share on some basis the 25% profit; commonly the “profit” was to be shared equally.

RSM Richter
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5. TRACING

Since the commencement of the receivership proceedings the Receiver has obtained financial
information and documentation which it has been reviewing, including, inter alia, bank
statements, support for receipts and disbursements between the Debtors and the Investors, and

other financial information provided by the Investors related to the Debtors.

Based on its review for the period September, 2005 to March 17, 2010, the Receiver traced the
majority of the receipts and disbursements between EMB, Mander and MGI" accounts, on the

one hand, and the Investor accounts, on the other. The results of this review are provided in the

following table'’.
$000s
Net Received from

Received from Paid to Investor/(Net Paid to
Investor Investor Investor:2 Investor)
CO Capital 15,440 (18,446)" (3,006)
SA Capital 15,823 (1,824) 13,999
Pero/Thomas Obradovich 4,627 (1,513) 3,114
Trafalgar 860 (990) (130)
Black Ink 887 (1,065) (178)
JS Bradley 1,942 (1,505) 437
Other Investors 3,775 (1,307) 2,468

Total 43,354 (26,650) C 16704

Represents the net
amount retained by
Mander.

19 Mander appears to have operated MGI from September, 2005 to December, 2007. The operations of MGI were
similar to those of Mander’s other investment companies.

1 The Receiver only reviewed transactions greater than $5,000. Transactions between Mander, EMB or MGI and the
Investors or Other Investors that were less than $5,000 are not captured in the table.

12 Where applicable, receipts from Investors and payments to Investors include amounts received from and amounts
paid to their principals, i.e. transactions with CO Capital include transactions with Peter and Mandy Sbaraglia.

3 Excludes approximately $1.9 million paid by Mander to CO Capital for the purchase of shares in 2197204 Ontario
Inc o/a Atlas Global Financial Technologies, a company owned by Mandy Sbaraglia.

" Includes amounts invested by Mr. Obradovich and companies owned by him. Includes certain amounts invested by
Mr. Obradovich directly with EMB.

RSM Richter
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The table reflects that Mander retained approximately $16.7 million of the approximately $43
million that he received. The table also reflects that CO Capital received approximately $3
million more than it funded, including approximately $1 million paid by Mander and his
companies to its principals, Peter and Mandy Sbaraglia. SA Capital appears to have suffered the

most significant losses, totalling approximately $14 million.

The above table excludes amounts paid to Investors which were not transferred to any of EMB,
Mander or MGI, i.e. it excludes amounts that were maintained by the Investors in their
accounts. Accordingly, to the extent that costs were funded or items purchased by Mander in an

Investor account, these amounts would be over and above the $16.7 million he retained.

The table below provides a summary on an annual basis of the net amounts received from or

paid to Mander and certain of his companies; it reflects net payments of almost $8.9 million to

CO Capital during 2009. —
majority of
activity in 2009
$000s i
Net from/
2006 2007 2008 v 2010 (to Investor)
CO Capital 687 4,150 1,071 (8,894) (20) (3,006)
SA Capital - - 8,626 .37 -
Pero/Obradovich - (550) 3,121 543 -
Trafalgar 5 99 (102) 78) (49) 130
Black Ink 49 (146) 226 (307) - (178)
JS Bradley 7 1,048 (59) (536) (16) 437
Other Investors 25 1,104 (57) 1,381 15 2,468
Total 761 5,705 12,826 (2,518) (70) /| 16,704

/|

Represents largest
apparent claims

RSM Richter
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The table below illustrates that Mander, directly and through his related companies, used the

Net funds
monies from Investors and Other Investors to fund his lifestyle and personal affairs. i el
$000s
Net (Paid)
Receipts Disbursements Received
Net amount received from Investors 43,354 (26,650) ( 16,704 p)
Real estate 1,078 (8,778) (7,700)
Investments in illiquid start-up companies - (2,496) (2,496)
Stonebury expenses - (717) (717)
Soka Gakkai International - (321) (321)
Mortgage payments 1,876 (44) 1,832
Gallery operating costs - (563) (563)
Jewellery - (470) (470)
Personal vehicles 164 (504) (340)
Trading losses — Interactive Brokers accounts - (569) (569)
Other identified transactions 145 (2,894) (2,749)
Unidentified transactions 2,873 (5,451) (2,578)
Cash Remaining" 49,490 (49,457) 33

Mander spent the monies he retained on the following:

The purchase of real estate in his own name, EMB, Stonebury, a venture in
Barrie, Ontario with Thomas Obradovich and for a family member (see Appendix
“D” for details of each transaction);

Investments in illiquid start-up companies (see Appendix “E” for details);

“Business” expenses, such as those related to the construction and maintenance
of the Gallery;

Stonebury'® expenses, including a $78,000 Lexus purchased by Stonebury for
Ms. Zurini, a Stonebury employee. Details of the Stonebury expenses are
provided in Appendix “F”;

Donations to Soka Gakkai International (“SGI”), a Buddhist organization to
which Mander belonged (see Appendix “G” for details);

Investments in securities — he incurred significant trading losses (see Section 5.1
below); and

' Represents the approximate cash remaining in all of Mander’s combined bank accounts and trading accounts at the
commencement of the receivership proceedings.

16 Stonebury owns the real estate at the following municipal addresses: 17 Stonebury, 1506 Caledon and 1650 Caledon.

RSM Richter
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o Personal assets for himself, including jewellery, vehicles, artwork and expensive
clothing'” and gifts for those close to him, including a vehicle for a sibling.

5.1 Trading Activity

Questrade Inc.

Mander and certain of the Investors maintained accounts at Questrade Inc. (“Questrade”) and
Interactive Brokers. The majority of the Questrade accounts were closed or inactive by March,
2008. The total amount invested in Questrade accounts through CO Capital, MGI and Mander
was approximately $1.2 million, of which approximately $1 million was through CO Capital.

The losses in these accounts totalled approximately $564,000'%, being 47% of the total invested.

Interactive Brokers
Mander and/or Peter Sbaraglia opened investment accounts at Interactive Brokers accounts for

CO Capital, Mand Assets and Pero. Mander also maintained accounts at Interactive Brokers for

EMB and Trafalgar®.

A summary of the trading activity in the Interactive Brokers accounts for the period from May 2,
2007 to February 28, 2010 is provided in the table below. The table indicates that the entities in
the table incurred losses approximating 44% of their original amount invested and that the

balance was withdrawn to fund various items, including Investor loan repayments.

7 Mander had an account at Marcello Tarantino, a high end men’s clothing store located in Yorkville, Toronto, where
he would periodically leave substantial deposits and would purchase against the deposits.

'® Includes foreign exchange gains and losses and fees and commissions paid on transactions.
1° The EMB account was opened by Mander. The Receiver is unsure who opened the Trafalgar accourit.

RSM Richter
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$000s
Account Deposits Withdrawals Losses™ Losses  Account Balance
EMB 1,100 (530) (569) (52%) 1
Trafalgar 238 (182) (56) (24%) -
Pero 3,720 (1,767) (1,899) (51%) 54
Mand Assets® 910 (535) (358) (39%) 17
CO Capital® 4,924 (2,917) (1,944) (39%) 63
Total 10,892 (5,931) (4,826) (44%) 135

With the exception of Mand Assets®, Mander’s position and/or capacity in respect of each of the

entities listed in the table above is as follows:

Trafalgar was 50% owned by Mander. The other 50% was owned by Heather
Shantora. According to Shantora, Mander traded extensively the Trafalgar
account;

Pero was originally owned equally by Peter Sbaraglia and Mander; however, it
now appears to be owned by Mr. Obradovich. Peter Sbaraglia and Mander were
responsible for Pero’s investment activity through November, 2008; and

Mander owned 50% of CO Capital from early 2007 to November, 2008. Mander
was also a Director of that entity and its Chief Portfolio Strategist until
approximately that date. As detailed in Section 6 below, the activities of CO
Capital and EMB/Mander remained highly intertwined even after Mander
resigned.

2 Includes unrealized gains and losses, foreign exchange gains and losses and fees and commissions paid on

transactions.

! Punded primarily by CO Capital prior to November 30, 2008, during which time Mander was part owner of CO

Capital.

22 Information is for the period from May 2, 2007 to November 30, 2008, after which Mander’s role at CO Capital is
said to have discontinued.

2 The Receiver is still trying to confirm what, if any, role Mander had with this entity.

RSM Richter
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5.2 Real Estate Investing Activity
In addition to his trading activities, Mander is said to have looked for opportunities to purchase
real estate at distressed prices. However, a review of his real estate purchases reveals that he

overpaid in most, if not all, instances. For example:

. Mander purchased 1650 Caledon for $2 million in June, 2008. Comparable
properties have recently sold for approximately half of that amount;

o Mander purchased 17 Stonebury for $939,000 in June, 2008. The Receiver has
been advised that there are currently two properties listed for sale for $899,000
on Stonebury, each of which has been on the market for approximately one year.
The Receiver understands that the two properties are comparable, but superior to
17 Stonebury. 17 Stonebury is subject to a sale by the Receiver for $760,000,
which is less than the price paid by Mander**; and

. Mander purchased the Lawrence Property for $2.9 million in October, 2009.

This property was recently sold by the Receiver for $2.755 million.
The Receiver has spoken with real estate agents familiar with the properties that Mander
purchased and the prices he paid. The agents have advised that Mander overpaid for the

majority of the real estate he acquired based on comparable transactions.

% The two listed properties may be a better comparable then the Receiver’s sale as that was Mander’s residence at the
time of his death.

RSM Richter
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Mander also used his real estate as a source of liquidity, when necessary. The table below
provides a summary of properties mortgaged by Mander (through Stonebury and EMB) well

after the dates that he acquired the properties.

($000s)
Mortgage
Property Purchase Date Mortgage Date Mortgagee Amount Purchase Price
17 Stonebury  June 20, 2008 September 1,2009 TD Bank 634 939
223 Church  June 20, 2008 October 7, 2009 Home Trust 612 1,200
Company
225 Church October 10, 2008 October 7, 2009 Home Trust 630 1,460
Company
1,876 3,599

Mander closed on the purchase of the Lawrence Property on October 7, 2009, the date the
mortgages were taken on 223 Church and 225 Church (“Church Mortgages”). Mander’s agent
for the Lawrence Property transaction has advised that Mander had to delay closing repeatedly.
The Lawrence Property was purchased for $2.9 million, of which $2 million was funded with a
mortgage from HSBC Bank Canada. The remainder of the purchase price was funded from the
proceeds received by Mander from the Church Mortgages. The remaining funds sourced from
the Church Mortgages were deposited by Mander in his main EMB bank account, from which

various items were funded, including loan repayments.

6. CO CAPITAL GROWTH CORP.

CO Capital was established in 2006 by Peter Sbaraglia and his wife Mandy Sbaraglia. CO
Capital obtained funds from investors in return for a guaranteed rate of return. It appears that
Mander was involved in the business of CO Capital and played an integral role in that business
from its inception. Between January, 2006 and November, 2008, Mander was a director and

officer of CO Capital. In early 2007 Mander became a shareholder of CO Capital, an interest he
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owned until November, 2008. During the period January, 2006 to November, 2008, it appears
that Mander was in charge of CO Capital’s investing and, as noted, held the title of Chief

Portfolio Strategist.

In late 2006, Peter Sbaraglia, the President of CO Capital at the time (and at a time when
Mander is said to have been an officer and director of CO Capital), retained legal counsel to
provide advice regarding the business that CO Capital was engaging in, in terms of compliance
with the Securities Act (Ontario). Specifically, CO Capital borrowed funds pursuant to loan
agreements, which guaranteed high fixed rates of return to its investors. Accordingly, Peter
Sbaraglia appears to have been involved in the development of a structure which was used to

borrow funds from investors.

In November 2008, Mander apparently resigned from his positions at CO Capital and
relinquished his ownership interest for no consideration. Thereafter Mander carried on his
investment business through EMB; however, CO Capital and EMB continued to have an
intertwined business relationship. Whereas prior to November, 2008 Mander traded some CO
Capital investor funds in CO Capital’s investment accounts and some CO Capital funds in
accounts he controlled exclusively, after November 2008 CO Capital advanced to Mander and
EMB the funds it sourced from its investors. Mander discontinued trading the CO Capital

accounts after November, 2008.

6.1 Ontario Securities Commission Investigations

In July, 2008, an order was issued under section 11(1) of the Securities Act appointing certain
staff members of the Ontario Securities Commission (“OSC”) to investigate and inquire into
businesses carried on by Mander, Peter Sbaraglia, CO Capital and Pero (the “OSC

Investigation”). Pursuant to the OSC Investigation, Peter Sbaraglia was examined under oath
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on July 9, 2009 (“Sbaraglia Examination”) and Mander was examined under oath on July 15,
2009 (“Mander Examination™) (jointly, the “Examinations”). Both Peter Sbaraglia and Mander
were represented by the same counsel from Aylesworth LLP (“Counsel”) at their respective

examinations.

During the course of the OSC Investigation, it became clear that a significant concern of the OSC
was the lack of assets in CO Capital to support the loans made by the investors to CO Capital. It
is important to note that during the Mander Examination, Counsel stated that EMB owed
money only to CO Capital and Mander personally. The OSC was not told that EMB in fact owed
money to SA Capital, Black Ink, J.S. Bradley and others. Specifically, during the Mander

Examination, Counsel advised that®:

“There are only two entities that have any money with EMB, which is not part of
this order but is the company that is operated by Mr. Mander, and that is the
money that has been lent to EMB by CO Capital and Mr. Mander's personal
funds. So there are not other people out there, other entities, other
investors, other lenders. There's no one else involved in Mr. Mander's EMB
corporations or an associated and related company called Stonebury, which we'll
get to and is in the information, but the only two entities that have — that
any money that EMB is looking after is his personal money and a loan
that was made to him by CO Capital paid to EMB so he is not dealing
with the public or other people or other — it’s just those two entities
themselves in the company”.

During the course of the Examinations, information provided explained how the businesses
operated by Mander and Peter Sbaraglia were intertwined. Peter Sbaraglia, Mander and
Counsel advised the OSC that all of the assets held by Mander, EMB, the Sbaraglias and CO

Capital were held as security for loans owing to CO Capital's investors. For example, at the

2 Emphasis in this quote and various other quotes below was added by the Receiver.
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commencement of the Sbaraglia Examination, Counsel provided the OSC with an “Introductory

Note” that stated, under the heading “Sufficient Assets”:
“The CO assets and the personal assets of Peter and Mandy Sbaraglia and Robert
Mander are collectively adequate and available to insure [sic] that the notes will be
honoured as they come due.”

A summary of all of the assets of Peter and Mandy Sbaraglia, Mander and their various

corporations (including EMB) were attached to the Introductory Note.

Further, when explaining where CO Capital's investor's money was invested during the

Sbaraglia Examination, Counsel responded as follows:

“MR. MILLER: Most of the money is not in brokerage accounts. Most of it is in real
estate.

MS. DUBLIN?: That’s rights.
THE WITNESS?: And Venture.

MR. SHAHVIRI®: And Venture. Okay. So what sorts of objective third party documents
would exist to support?

MS. DUBLIN: Well, what we have accumulated so far — just to clarify, because of this
notion that this is your money and perhaps a lack of specifics in terms of how to deal
with those sums, some of these assets are in a variety of names.

They're personal assets of the Sbaraglia's. They're in various corporate names
with Robert Mander. But the notion is these are held or traded to sustain
the obligations to the [CO Capital's] lenders.”

2 Michael Miller is a lawyer at Aylesworth LLP.

27 Julia Dublin is a lawyer at Aylesworth LLP.

% The “Witness” and Mr. Sharaglia are used interchangeably in the OSC documentation of the Sbaraglia Examination.
 Mehran Shahviri is an investigator with the OSC.
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After discussing certain smaller venture holdings, Counsel (Ms. Dublin) goes on to say:

“And you will see the brokerage accounts and the bank accounts are at tab 8. They're not
significant sums, though. The largest bank account is $400,000. Because the sums
aren’t being held in cash. They’re being transformed mostly into real estate — or were.
And you will see the real estate holdings are at tab 10. And that’s where really the bulk of
the value is. It’s in these properties that Robert Mander acquired for the venture. And
these are the current ones. Of course, they have been buying and selling on an ongoing
basis.*
So when you add up the anticipated value or the estimated market value of these
properties and the other assets, you have a figure that is in excess of the $10-million
that’s owed. And a lot of it is real estate.”
With respect to the assets being held by CO Capital to support its loans, the following exchange
takes place:
“MR. SHAHVIRI: But if I have understood you correctly, the list of properties at tab 10
constitute the bulk of the assets of C.0.?
MR. MILLER: Yes, vast majority.
MR. SHAHVIRI: Plus there’s about maybe half a million in cash?
THE WITNESS: In cash. And then some ventures.
MS. DUBLIN: And there’s some real estate as well that’s sort of in the Sbaraglia’s
bailiwick too. Some of it is held by them and some of it by Mander.”

Further, regarding CO Capital's investor's money being invested in real estate assets, the

following exchange took place during the Sbaraglia Examination:

%% The Receiver has not seen any evidence to support the statement that Mander and/or CO Capital was “trading” real
estate. Mander, directly or through Stonebury and EMB did purchase real estate, most of which he subsequently
mortgaged.
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BY MR. PANCHUK*!:

"18.

19.

Q. ...S0 you have $4-million to pay back from January to December '09. And I'm
just doing it — let’s call it a hypothetical problem. So it’s approximately $4-million,
January 1st, ‘09, to December 31st, ’09. So you have to be liquid for that amount —

A.*  Right.
Q. -- at various points though the year. How do you manage that?
A. Well, in the worst case scenario, you can get lines of credit and mortgages. If you

own them outright, there’s a value to them, and you absolutely can access liquid cash
because of the value of the assets.”

BY MR. SHAHVIRI:

20.

21.

22,

Q. And is that the case with the properties? They’re all owned outright?
A. Yes. All on that page there, they’re all owned outright, every one of them.
Q. When did you make the transition to real estate, or is it staggered?

A Staggered. Understand that that page there does not belong — those aren't my
properties.

Q. They are not your properties?

A. No.

MR. MILLER: You are talking about the list of properties that Robert Mander has done?
THE WITNESS: Yes.

MR. MILLER: Yes. They're in the name of Mander's company. But Mander
will tell you that they're all held supporting these investments.

MR. HORGAN??: Those are the properties at tab 10?
MS. DUBLIN: Yes. Yousee - -

MR. MILLER: That's why these two are interconnected. They're not two
strangers here.

3 Don Panchuck is an investigator with the OSC.
32«A ” indicates answers provided by Peter Sharaglia.
33 Sean Horgan is counsel for OSC.

RSM Richter



Page 23

MR. PANCHUK: So does C.O. own these properties or have title to these properties?
MR. MILLER: No.

MS. DUBLIN: No. See, there's this synergy between Robert Mander and C.O.
Again, within the structure of C.O. Capital, this idea of once the money is lent, it's yours.
You can do whatever you want with it. And the promissory note is basically an IOU.
There's no commitment. So this was the premise.

So the two of them invested the money in various ways, whatever. And as I
understand it, whoever was the convenient purchaser was the purchaser on
title. But between them, notionally, all of these investments were being
made with the borrowed money and were being made in order to create the
growth needed to pay back the borrowed money.”

BY MR. SHAHVIRI:

23.

24.

25.

26.

27.

Q. Let me just see if I can follow. Tell me if I have got this right. I thought I had it,
and then I realized, as you were speaking, I didn’t. So the money came from your friends
and family?

Yes.

Went to C.0.?

Yes.

Then it went to Mander?

Eventually, yes.

And Mander bought these properties?

Yes.

R - A T

So is there any contractual agreement in place between you and Mr. Mander that
glves you any kind of right to these assets?

A. Did you get the --

MS. DUBLIN: I haven’t got it yet. Because we’re both pulling together documents for
Robert Mander--

THE WITNESS: The answer is yes. Is it in there?
MR. MILLER: I want to clarify. I don’t know if there’s a written document dated three

years ago that says, EMB holds this in trust for C.0. I'm not sure whether there is.
They’re not sure whether there is.
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But as a result of whatever we come out with — of whatever process we end up coming
out with, we're going to be correcting all of that stuff. So we will be getting that.

And you’re going to be meeting with Mr. Mander next week, I think, and he’s going to tell
you the same thing, so I understand.

MS. DUBLIN: That he holds these properties, in his own mind, anyway, in trust for C.O.
Capital.

MR. SHAHVIRI: But not to be overly cynical or skeptical, but as of today, we don’t know
whether Mr. Mander owns these properties. Do we have any assurance that these
properties are still within the umbrella of Sbaraglia/Mander?

MS. DUBLIN: Well, we know that Mr. Mander sent us this list yesterday or the day
before. And he is working on the backup information for his information. So we’re
expecting he will have that when he comes in.

MR. MILLER: If your question is if we search title for 223 Church Street, would we see
EMB Asset Group Inc. as the owners? Is that your question?

MR. SHAHVIRI: And secondarily, would we see any charges against the property?

MR. MILLER: We understand not, but we’re in the process of getting those documents.
We will certainly have those documents when we meet with Mr. Mander next week. It
was just a matter of time.

MR. PANCHUK: So on C.0.’s balance sheet --

MR. MILLER: It would show money lent to — I think it’s EMB.”

BY MR. SHAHVIRI:

28.

Q. So C.0. would have liabilities in the $400,000, and Mander
companies, whether they're EMB or whatever, would have the assets; is that
right? So we would have to consolidate these two to get the total picture is
what you're saying?

A. Yes.

MR. MILLER: Mander's sheet -- financial statement, in theory, would show owing to
C.0., just wouldn't have assets without debt.

MR. SHAHVIRI: Again, notionally or backed up some kind of contract?

MR. MILLER: I think its backed up by two people who trust each other. And
that's the understanding, and that's the way they've been doing it.

MR. SHAHVIRI: Right. So notionally, basically.
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MR. MILLER: I don’t know. I don’t want to say here that there’s something in writing.
We - -

Q. Well, maybe Mr. Sbaraglia can address that. Is it a notional - -
A, It’s a notional - -

MS. DUBLIN: But it can certainly be reduced to writing in order to supply greater
assurances for the next three years to those that have lent money.

THE WITNESS: That won’t be a problem at all.

MR. MILLER: Keeping in mind they went into this business thinking this was C.0.’s
money to do whatever they wanted. They didn’t have to report back to anybody else.
What they wanted was to do business with Robert Mander and he’s good at finding
real estate. And go find real estate.

BY MR. SHAHVIRI:

30.

31.

Q. Sorry. Not to be slow about this, but for the monies that came in from your
friends and family that went to C.O., you, in turn effectively lent that money to Mr.
Mander?

A. Effectively, yeah.
Q. Is there paper that supports that lending?
A. No. There’s bank drafts that I have that I sent to him. See, when you meet him,

you will understand. Do you know when you see somebody, and you know they’re good?
Do you know when it just shines out of somebody? When I met him a few years ago --”

Mr. Miller later goes on to say:

“But in this particular case, friends gave him money, loaned him the money and said do
whatever you want and pay me back on this date. And he and Robert Mander have the
same arrangement. Now, either we’re in never-never land, or these are two exceptional

guys.

We do know they do have assets. They’re not flakes. But they will and are properly
papering it, in the process of getting it. Now as we’re pulling in this information now for
today — and we’ll probably have some more for next week — we hope to find out what is
missing and what has to be corrected.”
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Later on in the Sbaraglia Examination the following exchange took place:

BY MR. SHAHVIRI:

“38. Q. We might have covered a whole bunch of these already. Bear with me a second.
In the terms of the day-to-day running of C.O., is it you and Mr. Mander primarily that

head up the investment strategy?

A N Used to be. Mr. Mander is not part of C.0. Capital anymore as of November last
year .

39. Q. Why was that? Why did he resign?
A. I will tell you from my end of it. As we wanted to go —

MR. MILLER: Because he set up EMB, and he said, you’re C.0. and I'm EMB. That’s the
real —

BY MR. SHAHVIRI:
40. Q. Is that it?
A. Basically.
41. Q. There wasn'’t a falling out or anything like that?
A. Gosh, no. No, not at all.
MR. MILLER: Their offices are right beside each other.
BY MR. SHAHVIRI:

42. Q. To this day?

A Yes.

43. Q. Does anyone else have any input into the running of C.0.?
A. No. I have people that work for me.

44. Q. I mean third party advisors.
A. No, none.

3 November, 2008.
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45. Q. So you and Mr. Mander really were the brains? You were the
directing minds of C.O.?

A. Yes.”

6.2 OSC Transcripts
The full OSC transcripts of the Examinations are available from the Receiver upon request by

this Honourable Court.

6.3  Deleted Emails

On March 25, 2010, with the consent of Peter Sbaraglia, the Receiver attended at the offices of
CO Capital and was provided access to the CO Capital computers and servers. The Receiver took
images of the computers and servers located at the premises and on review identified that there

was limited email correspondence to and from Peter Sbaraglia.

Concerned that there may be missing emails, the Receiver contacted the IT consultant who had
provided services to Mander, the Sbaraglias and other Investors®, and requested that all CO

Capital email information maintained on the host email server be backed up and stored.

On or about May 13, 2010, the Receiver’s counsel advised CO Capital’s counsel that the Receiver
had preserved certain email information and requested CO Capital’s permission to access the
stored information. CO Capital consented. The Receiver identified email correspondence from
and to Peter Sbaraglia that was not previously available on the imaged computers, including
emails that were sent to Peter Sbaraglia on March 24, 2010, one day prior to the Receiver’s

attendance at CO Capital.

* Mander arranged to have the IT consultant and other professionals, such as Tonin and Peter Welsh, a lawyer who
has a professional affiliation with Aylesworth LLP, provide services to the Investors in order to assist them to
establish and setup their businesses.
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6.4  Conclusion Re: CO Capital

Given the testimony of Peter Sbaraglia and Mander at the OSC examinations, potentially deleted
correspondence, the relationship between CO Capital and Mander and the significant amounts
paid to CO Capital — amounts apparently sufficient to repay all principal loaned by CO Capital to
EMB/Mander - the Receiver believes that it is appropriate for it to investigate the business and
affairs of CO Capital to determine whether any relief should be sought against CO Capital,

including the scope of that relief.

1. OTHER MATTERS

741 Tonin & Co. LLP

Tonin was, during all relevant times, the accounting firm used by Mander and some or all of the
Debtors. Immediately after the Receivership Order was granted, the Receiver contacted Tonin
and provided a copy of the Receivership Order. At that time, the Receiver asked Tonin to
provide the Receiver with documents in Tonin's possession that relate to the business and affairs

of the Debtors. Shortly thereafter, Tonin provided the Receiver with limited documentation.

As a result of the Receiver's investigation, it appeared that Tonin possessed further
documentation with respect to the Debtors. The Receiver's counsel engaged counsel to Tonin in
discussions regarding that issue and Tonin's counsel advised the Receiver that Tonin had
additional documentation but expressed that Tonin was concerned about providing, without a
Court order, all documentation in its possession regarding the Debtors. Specifically, counsel
expressed a concern that some of the Debtors were not solely owned by Mander and that,
therefore, there may be confidentiality issues. Counsel to Tonin advised that the documents in

Tonin's possession could be categorized as follows:
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(a) Documents in Tonin's possession for corporations for which Mander had
complete ownership and control;

(b) Documents in Tonin's possession for corporations for which Mander had joint
ownership and control; and

(©) Documents in Tonin's possession for corporations that Mander may have been
associated with.

On June 2, 2010, Tonin purported to provide the Receiver with all documents in its possession
with respect to category (a) above. However, it appears to the Receiver that the production is

incomplete. Specifically, none of the following types of documents were produced:

° Tax returns;

. Financial statements;

] Engagement letters;

o Financial statement checklists of work performed;
o Tax working papers; and

) Invoices issued to Mander and his companies.

As a result of the failure to provide complete production (as outlined above) and Tonin's raised
concerns regarding confidentiality (which the Receiver does not accept as a valid concern), the
Receiver seeks an order requiring Tonin to produce all documents in its possession, power

and/or control relating to the Debtors.

1.2 Stonebury’s Lexus
As noted in Section 5 above, Stonebury purchased a Lexus for Ms. Zurini. The Receiver
understands that Ms. Zurini continues to own the vehicle. As with virtually all other assets

purchased by the Debtors, including assets purchased by Stonebury, the car was purchased with
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Investor monies — Stonebury’s only source of capital. The Receiver is of the view that the car

should be returned to Stonebury and realized upon for the benefit of creditors.

On June 30, 2010, the Receiver contacted Ms. Zurini and requested the return of the vehicle.

Ms. Zurini advised that she was unwilling to comply with the Receiver’s request.

Appendix “H” provides a copy of the purchase agreement for the Lexus, which is in Ms. Zurini’s
name, and a copy of Stonebury’s bank statement, which provides evidence of the payment from

Stonebury’s bank account.

7.3 Interactive Brokers

As detailed in the Receiver’s Second Report, Interactive Brokers was the primary brokerage used
by the Debtors, particularly during the period mid-2007 to March, 2010. All of the Debtors’
known active trading accounts were with Interactive Brokers. In accordance with the
Receivership Order, the Receiver asked Interactive Brokers to transfer all cash amounts held in
the Accounts to the Receiver and to sell all securities in the Accounts and provide the resulting
funds to the Receiver. A dispute arose between the Receiver and Interactive Brokers and a
motion was brought by the Receiver, returnable June 3, 2010, for relief against Interactive
Brokers. On June 3, 2010, the Receiver and Interactive Brokers (through their respective
counsel) continued discussions and negotiations in an attempt to resolve the dispute. As a

result, with the approval of the Court, the motion regarding Interactive Brokers was adjourned.
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The Receiver and Interactive Brokers have agreed to the terms of an order and endorsement,
subject to the Court's approval. The requested endorsement is as follows:

“All parties with an interest in the Accounts have been served with

the Receiver's motion regarding the relief sought in respect of the

Accounts, no party with any interest in the Accounts objects to the

relief sought, and all parties with an interest in the Accounts

consent to allowing the Receiver to make the directions regarding

the Accounts to Interactive Brokers referenced in the order.”
The agreed upon terms of the order will be set out in the draft order with respect to this motion.

As a result of the agreement, the Receiver requests that the order regarding Interactive Brokers

and the endorsement be granted.

74  Further ltems

The Receiver’s approach in these proceedings has been to monetize assets in a commercially
reasonable manner on a timely basis so that the Receiver has the funding it requires to
investigate the Debtors’ affairs. In receiverships with limited assets and complex issues, a
receiver is required to use discretion to determine which avenues may generate recoveries for
creditors. It is not possible, given the limited resources of this estate, to target all possible
sources of recovery, in particular, those areas where the costs could exceed or approximate the

recoveries.

The Receiver notes in particular that it is not seeking any relief at this time in respect of a house
apparently purchased by Mander for a sibling and significant donations by Mander to SGI;
however, the Receiver does intend to meet with SGI to attempt to resolve this matter. There are
also potential issues between the Receiver and Mr. Obradovich concerning the ownership of
Pero and a piece of real estate in Barrie, Ontario which Mr. Obradovich and Mander invested in

(the details of which has not been discussed in this Report). These matters are being considered
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by the Receiver and the Receiver may take steps in the future in respect of all of these (and

other) sources of recovery.

The Receiver is not satisfied that all parties have cooperated with the Receiver to the extent
required pursuant to the various Court orders issued in these proceedings. To the extent that

this persists, the Receiver will bring it to the Court’s attention at a later date.

8.  OTHER ACTIVITIES

In addition to the activities detailed above, the Receiver’s activities have included:

. Retrieving and storing at the Receiver’s office documentation and computer
equipment from 225 Church, 223 Church and 17 Stonebury;

J Corresponding with authorities and regulators;
. Meeting with the Police to obtain the items removed from Mander’s residence;
o Contacting and interviewing various parties whom the Receiver was advised may

have information regarding the Debtors;

. Dealing with the Debtors’ utility providers;

o Following up with Interactive Brokers and Questrade;

o Corresponding with HSBC Bank Canada and various financial institutions;

. Changing locks and alarm codes at 1650 Caledon;

. Reviewing insurance documentation;

. Dealing with matters related to the closing of the sale of the Lawrence Property;
. Reviewing and negotiating listing agreements with various real estate brokers;

. Negotiating the sale of 1506 Caledon and 177 Stonebury;
o Dealing with matters related to the closing of the sale of 1506 Caledon;

. Corresponding with real estate brokers on a frequent basis regarding the
marketing of the real estate;
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. Drafting and finalizing the Notices and Statements of the Receiver pursuant to
subsections 245(1) and 246(1) of the Bankruptcy and Insolvency Act;

. Meeting with two liquidators regarding the sale of the Auction Assets;
o Negotiating the auction agreement for the AEC Transaction;
. Corresponding with Service Canada regarding matters related to the Wage

Earner Protection Program (“WEPP”);

. Corresponding with ADP Canada to obtain information required to deal with
matters related to WEPP;
. Administering the WEPP process, including providing the required information

to Service Canada and to the former employees of the Debtors;

. Reviewing documentation and corresponding with artists regarding the return of
consignment artwork at the Gallery;

o Dealing with the return of the consignment artwork and responding to inquiries
from the artists;

o Returning to Mander’s son certain immaterial personal items, including
children’s clothing and toys;

. Responding to calls from the Debtors’ creditors;
. Dealing with issues related to Mander’s estate; and
. Drafting this Report.

9. CONCLUSION AND RECOMMENDATION

It is evident to the Receiver that Mander was operating a “Ponzi” scheme. Mander did repay
some amounts to some Investors — but this is central to any Ponzi scheme. It is a game of
confidence that is sure to be broken once the Ponzi-schemer fails to meet an obligation.
Ultimately, Mander was unable to repay his Investors because of the magnitude of his personal
expenditures, his trading abilities and the illiquidity of his investments (real estate, shares in

start-up companies and personal property).
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Based on (i) the business relationship between Mander and Peter Sbaraglia as evidenced by
testimony provided by Mander, Peter Sbaraglia and Counsel during the Examinations, (ii) the
history of the transactions between CO Capital and Mander, and (iii) various other factors
including potentially missing correspondence, the Receiver believes that it is appropriate to
investigate the business and affairs of CO Capital and to report back to Court with its findings

and recommendations.

The Receiver also requests that this Honourable Court issue an order granting the balance of the
relief sought in Section 1.1 (e), including the immediate realization on the Lexus, the delivery to
the Receiver of all records in Tonin’s possession and control, the cooperation of Interactive

Brokers and the approval of the Receiver’s activities and this Report.

ichis Eectfully submitted,
7

RSM RICHTER INC.

IN ITS CAPACITY AS RECEIVER OF
E.M.B. ASSET GROUP INC,,

THE ESTATE OF ROBERT MANDER
AND THE RELATED ENTITIES

AND NOT IN ITS PERSONAL CAPACITY

* * *
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Court File No. 10-8619-00CL
ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) WEDNESDAY, THE 3157 DAY

JUSTICE MORAWETZ ) OF MARCH, 2010

BETWEEN:
SA CAPITAL GROWTH CORP.
Applicant
-and -
CHRISTINE BROOKS AS EXECUTOR OF THE ESTATE OF ROBERT MANDER,
T DECEASED AND E.M.B. ASSET GROUP INC.

Respondents

PLlCATION UNDER Rule 14.05(3)(g) of the Rules of
;C/ il Procedure and section 101 of the Courts of Justice Act,

FRESH AS AMENDED RECEIVERSHIP ORDER

THIS MOTION made by RSM Richter Inc. (the "Receiver"), in its capacity
as Receiver of all of the assets, undertakings and properties of the estate of Robert
Mander and E.M.B. Asset Group Inc. (the "Debtors") was heard this day at 330
University Avenue, Toronto, Ontario.

ON READING the First Report of the Receiver dated March 29, 2010 (the
"First Report"), the Supplement to the First Report date March 30, 2010 (the

"Supplement") and on hearing the submissions of counsel for the Receiver and others,
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SERVICE

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

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 101 of the Courts of
Justice Act, R.S.0., c. 43, as amended, RSM Richter Inc. is hereby appointed Receiver,
without security, of all of the assets, undertakings and properties of the Debtors and any
corporations or other entities associated with, related to or controlled by the Debtors
(the "Related Entities") (the "Property").

3. THIS COURT ORDERS that "Related Entities" includes, in particular, but
is not limited to the following corporations: Mand Asset Inc.; Dunn Street Gallery Inc.;
Trafalgar Capital Growth Inc. and Mander Group Inc. and Stonebury Inc.

RECEIVER'S POWERS

4. THIS COURT ORDERS that the Receiver is hereby empowered and
authorized, but not obligated, to act at once in respect of the Property and, without in
any way limiting the generality of the foregoing, the Receiver is hereby expressly
empowered and authorized to do any of the following where the Receiver considers it

necessary or desirable:

(@) to take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;

(b) to receive, preserve, and protect of the Property, or any part or parts
thereof, including, but not limited to, the changing of locks and security
codes, the relocating of Property to safeguard it, the engaging of
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independent security personnel, the taking of physical inventories and the

placement of such insurance coverage as may be necessary or desirable;

to take any steps that the Receiver may, in its sole discretion, deem
necessary or desirable to prevent any disbursement, withdrawal or
transfer of funds by the Debtors or Related Entities or the sale,
encumbrance or transfer of personal or real property of the Debtors or
Related Entities, including the real property listed in Schedule B hereto
(collectively, "Dispositions"), pending further order of this Court;

to direct any financial institution, wherever located and including those
listed on Schedule A hereto to cease to allow any withdrawals or transfers
from any account that the Debtors or Related Entities hold with such
institution, including those listed on Schedule A hereto, unless otherwise
directed by the Receiver in writing or by order of this Court;

to monitor and investigate the affairs of the Debtors and Related Entities;

to conduct examinations of any Person (as defined below), if deemed
necessary or desirable in the Receiver's discretion;

to manage, operate, and carry on the business of the Debtors or Related
Entities, including the powers to enter into any agreements, incur any
obligations in the ordinary course of business, cease to carry on all or any
part of the business, or cease to perform any contracts of the Debtors or
Related Entities;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the Receiver's powers and duties, including without limitation those
conferred by this Order;
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to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Debtors or

Related Entities or any part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors or Related Entities and to exercise all remedies of
the Debtors or Related Entities in collecting such monies, including,
without limitation, to enforce any security held by the Debtors or Related
Entities;

to settle, extend or compromise any indebtedness owing to the Debtors or
Related Entities;

to execute, assign, issue and endorse documents of whatever nature in
respect of any of the Property, whether in the Receiver's name or in the
name and on behalf of the Debtors or Related Entities, for any purpose
pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or hereafter
instituted with respect to the Debtors or Related Entities, the Property or
the Receiver, and to settle or compromise any such proceedings. The
authority hereby conveyed shall extend to such appeals or applications for
judicial review in respect of any order or judgment pronounced in any such

proceeding;

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof and
negotiating such terms and conditions of sale as the Receiver in its

discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or parts

thereof out of the ordinary course of business,



(@)

(1)

(s)

(t)
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(i) without the approval of this Court in respect of any transaction not
exceeding $100,000, provided that the aggregate consideration for
all such transactions does not exceed $300,000; and

(i) with the approVaI of this Court in respect of any transaction in which
the purchase price or the aggregate purchase price exceeds the
applicable amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, or section 31 of the Ontario Morfgages
Act, as the case may be, shall not be required, and in each case the

Ontario Bulk Sales Act shall not apply.

to apply for any vesting order or other orders necessary to convey the
Property or any part or parts thereof to a purchaser or purchasers thereof,
free and clear of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate on all matters relating to the
Property and the receivership, and to share information, subject to such

terms as to confidentiality as the Receiver deems advisabie;

to register a copy of this Order and any other Orders in respect of the
Property against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be
required by any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the
Debtors or Related Entities;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtors or Related Entities, including, without limiting the
generality of the foregoing, the ability to enter into occupation agreements

for any property owned or leased by the Debtors or Related Entities;
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(u) to exercise any shareholder, partnership, joint venture or other rights
which the Debtors or Related Entities may have;

(v)  to make or cause o be made an assignment in bankruptcy of any of the
Debtors or Related Entities and to act as trustee in bankruptcy thereof;

and

(w) to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations.

and in each case where the Receiver takes any such actions or steps, it shall be
exclusively authorized and empowered to do so, to the exclusion of all other Persons
(as defined below), including the Debtors or Related Entities, and without interference
from any other Person.

5. THIS COURT ORDERS that the Receiver shall file with the Court a report
outlining its preliminary findings and recommendations with respect to the Debtors and
Related Entities within 14 calendar days from March 17, 2010.

6. THIS COURT ORDERS that the Receiver may, in its sole discretion, apply
to the Court at any time on three (3) days notice, for an Order that the Receiver shall be

discharged as Receiver.

7. THIS COURT ORDERS that in the event that the Receiver applies for
discharge in accordance with paragraph 6 above, such discharge shall be granted on

such terms as this Court deems appropriate.

8. THIS COURT ORDERS that no party shall undertake any Dispositions

except with the prior written consent of the Receiver or leave of this Court.

9. THIS COURT ORDERS that any transfer, disposition, encumbrance or
other dealing with the real property legally or beneficially owned by the Debtors or
Related Entities, including that real property specified in Schedule B, following
registration of the Order of this Honourable Court made March 17, 2010 granted in this

proceeding on title to such real property shall be invalid.

Tor#: 2495419.4
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10. THIS COURT ORDERS that no financial institution, wherever located, with
notice of this Order shall permit any transfer or disbursement of any funds whether
currently deposited or received in the future in any account held in the name of either of
the Debtors or Related Entities without the prior written consent of the Receiver or leave
of this Court.

11. THIS COURT ORDERS that the Receiver may, in its discretion, provide a
key to access the premises at 223 Church St., Oakville, to Colleen Auriemma, and in
the event that a key is so provided, Colleen Auriemma shall not provide that key or a

copy thereof to any other person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

12. THIS COURT ORDERS that (i) the Debtors or Related Entities, (ii) all of
their current and former directors, officers, employees, agents, accountants, legal
counsel and shareholders, and all other persons acting on their instructions or behalf,
and (iii) all other individuals, firms, corporations, governmental bodies or agencies, or
other entities having notice of this Order (all of the foregoing, collectively, being
"Persons" and each being a "Person") shall forthwith advise the Receiver of the
existence of any Property in such Person's possession or control, shall grant inmediate
and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

13. THIS COURT ORDERS that all Persons shall forthwith advise the
Receiver of the existence of any books, documents, securities, contracts, orders,
corporate and accounting records, and any other papers, records and information of any
kind related to the business or affairs of the Debtors or Related Entities, and any
computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the "Records") in that
Person's possession or control, and shall provide to the Receiver or permit the Receiver
to make, retain and take away copies thereof and grant to the Receiver unfettered
access to and use of accounting, computer, software and physical facilities relating

thereto, provided however that nothing in this paragraph 13 or in paragraph 14 of this

Tor#: 2495419.4
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Order shall require the delivery of Records, or the granting of access to Records, which
may not be disclosed or provided to the Receiver due to the privilege attaching to

solicitor-client communication or due to statutory provisions prohibiting such disclosure.

14. THIS COURT ORDERS that if any Records are stored or otherwise
contained on a computer or other electronic system of information storage, whether by
independent service provider or otherwise, all Persons in possession or control of such
Records shall forthwith give unfettered access to the Receiver for the purpose of
allowing the Receiver to recover and fully copy all of the information contained therein
whether by way of printing the information onto paper or making copies of computer
disks or such other manner of retrieving and copying the information as the Receiver in
its discretion deems expedient, and shall not alter, erase or destroy any Records
without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining
immediate access to the information in the Records as the Receiver may in its
discretion require including providing the Receiver with instructions on the use of any
computer or other system and providing the Receiver with any and all access codes,
account names and account numbers that may be required to gain access to the
information. '

NO PROCEEDINGS AGAINST THE RECEIVER

15. THIS COURT ORDERS that no proceeding or enforcement process in any
court or tribunal (each, a "Proceeding"), shall be commenced or continued against the

Receiver except with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

186. THIS COURT ORDERS that no Proceeding against or in respect of the
Debtors or Related Entities or the Property shall be commenced or continued except
with the written consent of the Receiver or with leave of this Court and any and all
Proceedings currently under way against or in respect of the Debtors or Related Entities

or the Property are hereby stayed and suspended pending further Order of this Court.

Tor#: 24954194
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NO EXERCISE OF RIGHTS OR REMEDIES

17. THIS COURT ORDERS that all rights and remedies against the Debtors
or Related Entities, the Receiver, or affecting the Property, are hereby stayed and
suspended except with the written consent of the Receiver or leave of this Court,
provided however that this stay and suspension does not apply in respect of any
"eligible financial contract” as defined in the BIA, and further provided that nothing in
this paragraph shall (i) empower the Receiver or the Debtors or Related Entities to carry
on any business which the Debtors or Related Entities are not lawfully entitled to carry
on, (ii) exempt the Receiver or the Debtors or Related Entities from compliance with
statutory or regulatory provisions relating to health, safety or the environment, (jii)
prevent the filing of any registration to preserve or perfect a security interest, or (iv)
prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

18. THIS COURT ORDERS that no Person shall discontinue, fail o 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 the Debtors or Related

Entities, without written consent of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

19. THIS COURT ORDERS that all Persons having oral or written agreements
with the Debtors or Related Entities 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 Debtors or Related
Entities are hereby restrained until further Order of this Court from discontinuing,
altering, interfering with or terminating the supply of such goods or services as may be
required by the Receiver, and that the Receiver shall be entitled to the continued use of
the Debtors’ or Related Entities’ current telephone numbers, facsimile numbers, internet

addresses and domain names, provided in each case that the normal prices or charges

Tor#: 2495419.4
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for all such goods or services received after the date of this Order are paid by the
Receiver in accordance with normal payment practices of the Debtors or Related
Entities or such other practices as may be agreed upon by the supplier or service
provider and the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

20. THIS COURT ORDERS that all funds, monies, cheques, instruments, and
other forms of payments received or collected by the Receiver from and after the
making of this Order from any source whatsoever, including without limitation the sale of
all or any of the Property and the collection of any accounts receivable in whole or in
part, whether in existence on the date of this Order or hereafter coming into existence,
shall be deposited into one or more new accounts to be opened by the Receiver (the
"Post Receivership Accounts") and the monies standing to the credit of such Post
Receivership Accounts from time to time, net of any disbursements provided for herein,
shall be held by the Receiver to be paid in accordance with the terms of this Order or
any further Order of this Court.

EMPLOYEES

21. THIS COURT ORDERS that all employees of the Debtors or Related
Entities shall remain the employees of the Debtors or Related Entities until such time as
the Receiver, on the Debtors’ or Related Entities' behalf, may terminate the employment
of such employees. The Receiver shall not be liable for any employee-related liabilities,
including any successor employer liabilities as provided for in section 14.06(1.2) of the
BIA, other than such amounts as the Receiver may specifically agree in writing to pay,
or in respect of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the
Wage Earner Protection Program Act.

LIMITATION ON ENVIRONMENTAL LIABILITIES

22, THIS COURT ORDERS that nothing herein contained shall require the

Receiver to occupy or to take control, care, charge, possession or management

Tor#: 2495419.4
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(separately and/or collectively, "Possession") of any of the Property that might be
environmentally contaminated, might be a pollutant or a contaminant, or might cause or
contribute to a spill, discharge, release or deposit of a substance contrary to any
federal, provincial or other law respecting the protection, conservation, enhancement,
remediation or rehabilitation of the environment or relating to the disposal of waste or
other contamination including, without limitation, the Canadian Environmental Protection
Act, the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the
Ontario Occupational Health and Safefty Act and regulations thereunder (the
"Environmental Legislation”), provided however that nothing herein shall exempt the
Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything
done in pursuance of the Receiver's duties and powers under this Order, be deemed to
be in Possession of any of the Property within the meanihg of any Environmental
Legislation, unless it is actually in possession.

LIMITATION ON THE RECEIVER'S LIABILITY

23. THIS COURT ORDERS that the Receiver shall incur no liability or
obligation as a result of its appointment or the carrying out the provisions of this Order,
save and except for any gross negligence or wilful misconduct on its part, or in respect
of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner
Protection Program Act. Nothing in this Order shall derogate from the protections

afforded the Receiver by section 14.06 of the BIA or by any other applicable legislation.

RECEIVER'S ACCOUNTS

24. THIS COURT ORDERS that the Receiver and counsel to the Receiver
shall be paid their reasonable fees and disbursements in respect of either Respondent,
in each case at their standard rates and charges, and that the Receiver and counsel to
the Receiver shall be entitled to and are hereby granted a charge (the "Receiver's
Charge") on the Property, as security for all such fees and disbursements in respect of
either Respondent, both before and after the making of this Order in respect of these

Tor#: 24954194
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proceedings, and that the Receiver's Charge shall form a first charge on the Property in
priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2)
of the BIA, and also subject to any security interest perfected in accordance with the
Personal Property Security Act (Ontario) as of March 17, 2010 or any security interest in
real property of the Debtors or Related Entities, including the real property listed in
Schedule B, which has been properly registered on title to such real property prior to
March 17, 2010.

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

26. THIS COURT ORDERS that prior to the passing of its accounts, the
Receiver shall be at liberty from time to time to apply reasonable amounts, out of the
monies in its hands, against its fees and disbursements, including legal fees and
disbursements, incurred at the normal rates and charges of the Receiver or its counsel,
and such amounts shall constitute advances against its remuneration and
disbursements when and as approved by this Court.

APPROVAL OF REPORTS AND ACTIVITIES

27. THIS COURT ORDERS that the First Report and the Supplement and the

activities of the Receiver referred to therein be and are hereby approved.

GENERAL

28. THIS COURT ORDERS that the Receiver may from time to time apply to
this Court for advice and directions in the discharge of its powers and duties hereunder.

28. THIS COURT ORDERS that nothing in this Order shall prevent the

Receiver from acting as a trustee in bankruptcy of the Debtors or Related Entities.
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30. THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the United
States to give effect to this Order and to assist the Receiver and its agents in carrying
out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such orders and to provide such assistance
to the Receiver, as an officer of this Court, as may be necesséry or desirable to give
effect to this Order or to assist the Receiver and its agents in carrying out the terms of
this Order.

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

proceedings recognized in a jurisdiction outside Canada.

32. THIS COURT ORDERS that the Applicant shall have its costs of this
motion, up to and including entry and service of this Order, on a substantial indemnity
basis to be paid by the Receiver from the Property with such priority and at such time as
this Court may determine.

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

any, as this Court may order.

A
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Schedule A

Banking Institutions

HSBC Bank Canada
102-271 Cornwall Road, Unit A
Qakville, Ontario L6J 775

Account # : 930289 010

HSBC Bank Canada
2500 Appleby Line
Burlington, Ontario L7L 0A2

Account # : 003747 150

EMB Asset Group

Scotia Bank

207 Lakeshore Road East at George
Oakville ON L6J 1N4

Account Number: 30742 00840 18

EMB Asset Group

HSBC Bank Canada
2500 Appleby Line
Burlington, ON L7L 0A2

Account number: 342-013734-001
342-013734-002

Dunn Street Gallery Inc.
HSBC Bank Canada
2500 Appleby Line
Burlington, ON L7L 0A2

Account number: 342-013734-001

Tont: 2495419.4
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Schedule B

Real Property

Lot 1, Plan 466, Oakville, being all of PIN 24796-0025 (LT), Land
Registry Office #20, municipally known as 1225 Lawrence Cres.,
QOakville, Ontario.

Part Lot E, Block 3, Plan 1, Parts 9 and 27, Reference Plan
20R12967, Parts 2 and 4, Reference Plan 20R12968; Oakville,
being all of PIN 24813-0327 (LT), Land Registry Office #20,
municipally known as 223 Church St., Oakville, Ontario.

Part Lot E, Block 3, Plan 1, Parts 11 and 29, Reference Plan
20R12967, Parts 1 and 3, Reference Plan 20R12968, being all of
PIN 24813-0328 (LT), Land Registry Office #20, municipally
known as 225 Church St., Oakville, Ontario.

Parcel 8-1, Section 62M547; Lot 8, Plan 62M547; subject to
LT235295; subject to LT220459; Flamborough City of Hamilton,
being all of PIN 17524-0005 (LT), Land Registry Office #62,
municipally known as 17 Stonebury Place, Freelton, Ontario.

Part Lot 26, Concession 3 WHS Caledon as in RO1108476, save
and except Part 5 Plan 43R-16764; Caledon, being all of PIN
14280-0322 (LT), Land Registry Office #43, municipally known
as 1650 High Point Road, Caledon, Ontario.

Part Lot 26, Concession 3 WHS Caledon, Part 4, Reference Plan
43R16764; Caledon, being all of PIN 14280-0316 (LT), Land
Registry Office #43.
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Estate of Robert Mander, EMB Asset Group Inc. and Related Entities
London Life Insurance Premium Payments From Mander's Bank of Nova Scotia Account No. 60186-00733-26
(Unaudited; $C)

Date Amount Note Date Amount Note Date Amount Note
12-Sep-03 500 27-Feb-06 1,500 29-Sep-08 1,500
10-Oct-03 200 27-Mar-06 1,500 27-Oct-08 1,500
27-Oct-03 2,300 27-Apr-06 1,500 27-Nov-08 1,500
27-Nov-03 1,500 29-May-06 1,500 29-Dec-08 1,500
29-Dec-03 1,500 27-Jun-06 1,500 27-Jan-09 1,500
27-Jan-04 1,500 27-Jul-06 1,500 27-Feb-09 1,500
27-Feb-04 1,500 28-Aug-06 1,500 27-Mar-09 1,500
29-Mar-04 1,500 27-Sep-06 1,500 27-Apr-09 1,500
27-Apr-04 1,500 27-Oct-06 1,500 27-May-09 1,500

27-May-04 1,500 27-Nov-06 1,500 29-Jun-09 1,500
28-Jun-04 1,500 08-Dec-06  (10,000) 2 27-Jul-09 1,500
27-Jul-04 1,500 08-Dec-06  (10,000) 2 05-Aug-09 1,500
27-Jul-04 (1,500) 1 08-Dec-06 (5,000) 2 27-Aug-09 1,500
05-Aug-04 1,500 27-Dec-06 1,500 28-Sep-09 1,500

27-Aug-04 1,500 29-Jan-07 1,500 27-Oct-09 1,500
27-Sep-04 1,500 27-Feb-07 1,500 27-Nov-09 1,500
27-Sep-04 (1,500) 1 27-Mar-07 1,500 29-Dec-09 1,500
05-Oct-04 1,500 27-Apr-07 1,500 27-Jan-10 1,500
27-Oct-04 1,500 28-May-07 1,500 01-Mar-10 1,500
29-Nov-04 1,500 27-Jun-07 1,500 Total 93,500
29-Dec-04 1,500 27-Jul-07 1,500
27-Jan-05 1,500 27-Aug-07 1,500
28-Feb-05 1,500 27-Sep-07 1,500
28-Mar-05 1,500 29-Oct-07 1,500
27-Apr-05 1,500 27-Nov-07 1,500
27-May-05 1,500 27-Dec-07 1,500
27-Jun-05 1,500 28-Jan-08 1,500
27-Jun-05 1,500 27-Feb-08 1,500
29-Aug-05 1,500 27-Mar-08 1,500
27-Sep-05 1,500 28-Apr-08 1,500
27-Oct-05 1,500 27-May-08 1,500
28-Nov-05 1,500 27-Jun-08 1,500
28-Dec-05 1,500 28-Jul-08 1,500
27-Jan-06 1,500 28-Aug-08 1,500 3

Notes:

1. Cheque returned due to non-sufficient funds in the bank account.
2. Relates to loans made to Mander by London Life against Mander's life insurance policies.
3. The Receiver did not have a copy of the August, 2008 bank statement. Accordingly, the payment on

August 28, 2008 was assumed to have been made, which is consistent with payments made before and after
August, 2008.
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03/19/2010 11:20 FAX 416 581 1279 BELLMORE & MOORE

fax:

to:

fax #:

from:

date:

subject:

pages:

BELLMORE & MOORE
Barristers and Solicitors
393 University Avenue
Suite 1600
Toronto, Ontario
M5G 1E6
tel: 581-1818 fax: 581-1279

Matthew P. Gottlieb
Davies Ward Philips & Vineberg LLP

416-863-0871

Brian P. Bellmore
Bellmore & Moore

March 19 2010

Robert Mander

3‘3’
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002
393 University Avenue Brian P. Bellmore, B.Sc., LL.B.,, LLM.
Suite 1600

Toronto. Ontario Tel: (416) 581-1818 ext. 221

M5G 1E6 Fax: (416) 581-1279

brian@bellmore.ca

March 18, 2010
Via fax: 416-863-0871

Matthew P. Gottlieb

‘Davies Ward Philips & Vineberg LLP
1 First Canadian Place

Toronto, Ontario

M5X 1B1

Dear Gottlieb:
Re: Robert Mander and E.M.B. Asset Group Inc.

The Order made by Mr. Justice Morowetz appointing a Receiver on March 17,
2010 has come to our attention. | understand you act for the Receiver, RSM
Richter.

We act for a plaintiff in a pending acticn against Mr. Mander and others with
respect to sums of money that he procured from her through false and
misleading misrepresentations.

We enclose for your information a copy of the following pleadings:

Statement of Claim

Statement of Defence and Counterclaim
Reply and Defence to Counterclaim
Reply to the Defence to the Counterclaim

The action has not yet come to trial.

We wish to put the Receiver on notice of our client’s claims and to offer any-
assistance we are able to provide in his investigation.

Yours sincerely,

BELLMORE & MOORE
Brian P. Bellmore £+ ﬂFS/

BPB:mg
encls.
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: L commengTo-33661210.

i ONTARIG
N SUPERIOR COURT OF JUSTICE:
: BETWEEN '
- o TASHA FLUKE :
..and.

ROB.I*&J{I‘ MANDER, MANDER GROUP INC., ROBERT MANDER
Bﬁsmpss as MANDER CAPYI‘AL TRADE FREEDOM SECURITTBS e,

Defendants

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
Plamtiff. The claim made againgt you i sef out in the following pages.

. IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting for
you myst prepare 2 Statement of Defence In Form 18A presersbed by the Rules of Civil Procedue,
- serve it on the PlaiiifPs lawyer or, where the Plaintiff does not hsve & lawyer, seive it an the
Plaintiff, end flle it, with proof of scrvice, in this court offics, WI'I'H]NTWENTY DAYS after this
Stalemznt of Clatm is served on you, if you are served in Ontavio,

If'you are served in anoﬂmr province or tcmtory of Capada o in the United States of
Americs, the period for serving and filing your Statement of Defence is forty days. you are. served
outside Canada and the United Sates of Americs, the period is skxty days.

Ingtrad of serving and filing a Statement of Defenice, you may serve and file a Notice of
. Intent to Defend in Foum 188 presoribed by the Rules of Civil Procedure: This will eatitle you to tcn
more days within which to-sérve and file your Statement of Defence. ’

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU.
- you wigh to defend this proceeding but me unable to pry legal fees, legel sid mxy be availy
bycontactinga !ocalLagal Ald office.

- DATE: E S u\%) ' WQ' . Issued by:

Address of Court offics;

393 Univerdh
10* Floor
Toranto,
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TO: -

ROBERT MANDER
2511 Boros Road

Suitc 39

Burdingtom, ON L7M 582

MANDER GROUP INC.
2511 Boros Road
Suite 39

- Burlington, ON L7M 5B2
ROBERT MANDER ccb a3 MANDER CAPIAL

2511 Boros Road
Suite 39 - )
Burlington, ONL7M 5B2

TRADE FREEDOM SECURITIES INC,

20031 MeGit College, Suite 1310
Maontregl, QC
B3A 1G1

OPTIONSXPRESS INC.
$.0.Box 2197 .
Chicago, IL 60696-2197

QUESTTRADE INC. TORONTC
North Ametican Centre :
5650 Yonge Street, Suite 1700
Toronto, ON M2M 433

BELLMORE & MOORE

[foo4

../2
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L

.13
CLAIM

The Plaintiff tlaims sgainst Robert Mander, Mander Group Inc., Mander Capitai:

&)

®)

(@

@

peneral damages in the ammmt of $1,500, 000 .00;
a Declaration that all monies being keld in acoounts in the name Rebart Mander,
bcmg- held in favour of the Plaintiff;

- an accounting of all monies taken and invested on behalf of the Plaimiff;

pre-judgment intecest pursuant to the Courts of Justice Act, R.5.0. 1950, ag
amended; '

The Plaiutiff clsums a5 against Questivade, 'I‘rachreedam Scﬁmhss OptmnsXprcss Ine.

®

‘(_b)

©

anOrdnrdaclanngﬁ:atallmomes inthe accounﬁsheldatthaahov&meonmd
firms in the pame ofRnbartMandﬂ,l\/iand&rQapnaLMzm_ier&nup Ino., are

trust mondes of the Plaimiff

& declaration and tracing Order that the Plaintif is entitled o fhose fands and an
interim end a permanent infunetion freezing thoss monies pending an accounting
1o be complered by the Court. : '

such flrther and offim' rellef s this Hononrable WWMjm

The Pleintifs, is an individual residing in the Town of Oalville in the Province of Outaric.

The Defendant Robert Mander is art individual residing in the Town of Burdington.

‘The Defendant Mander Group is both an incorporated and unineorporated entify. Robert
Mandar is the sole officer and director of Mander Group Inc, and was at ell times the
principal and driving force behind Mander Capital.

The Defendant Robert Mander also carrics on business nder fhe name Mander Capital,

4005
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The Defendant Questtrade Ino. is a company incorporated pursuat ta the Laws of Canada
_and carries on business as a broker of securitles, ‘ '

The Plaintiff states that in or abovt 2003 after cohnpleﬁhg a _ﬁnnnci_al advisor course, the
Plainfiff was employed by Freedom 55 Finansisl (“Freedom 35*) ownied by London Life.
The Plaintiff worked with fhe Defendant Maader. During that time the Plaintiff and
Diefendant developod a strong wirking relafionship whersby Mander who was
substantially mare senier thon the Plaintiff convincod the Plalntiff that he was m expert

' intrading securities and the two of them could set up & busincss Whereby Mander would

trade secutities on the pavties behalf and the Platntiff would solicit investors in 2 new
company to be fotmad. Thus formed the gencsis of F.M. Markets Capital Tne.

In or about August 2003 the PlaintifF and Defendant iricorporated FM Market Capital Tnc.

wherehy the Plaintiff and Defindant Robert Mandar cach held a 50% interest, The
partics rented office space and opnn;d an office at 239 Church Street, Suite 300, Qakville,
Ontatio. o ' :

Tho Plaimiff subsequently solicited het Eaily and fricnds to iavest in the compny.
Mander met most, if not all of the Plaintiff's family and friends and convinced them that
he was an expert trader in options and wamants and had consistently achioved retums o

o anmmalized basls 2t close to 1003 per mxm. He advised that he and his fafhor before

i were meinbors of a special gronp of traders who held heir own Nasdaq and NYSR
seat and they were capable of writing theiy own opticns. He farfher advised that ha was
close with Dr. Alescander Elder, a well-knovn guffsor on trading securities in cepital
markefs. ‘This, the Plaintiff later found out to be false, .

Clients of FM were asked fo loatt toviss to the company and were given written loan
documents promising returns of enywhere from 25% to 50% per annum. Mandegwéuld

' imvest the mordes in his developed trading strategry. Mander was also supposed fo be

looking sfter the bookkeeping and scoounding for the business.

lg1oo6
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Aftes the inifinl invostments (lons) from many of F.M. customes, the Plaintiff soon
Teamed that Mander was slniariy dirccting these clients to 2 company solely controlled by
him. 'Ihis company was called Mander Capitel Ine. or Mander Group Inc.

The parties carried on business throngh ¥M atid continued to provide retuens to their
customers. Eventually in 2003, as a vesult of her relationship as 8. busiuess partner was
also canvinced by Mander of his substantial success and provided her own personal
caplial to the Dcfmdanf Maﬁdcr. Particulars of the invesfiments are as follows:

&) Janyary 10, 2006 - $24,500.00 edn bark draft to Robert . Mandcr. for initial
warrants investment. : :

b)  January 10, 2006 - r&mptmamdandmuadbykobml Mander for $24,500.00
odn from Jam 10/06 - Feh 1006, .

" ¢)  February 9, 2006- 431 605.00cdn,baxﬂ:ﬁ~ausfcrofth¢eewarrantspﬁnmple plus

the retum of 29% from Jannary 2006 from Robert Marnider's personal chequing
‘account info the Plamjnﬁ‘s chequing ascount,

~qd)  Februaty 22, 2006 « tbsPlamhﬁ'pmwdadMsndermthSS&SQDODandrwcweda

mcapt ¢reated and issued by Robert Mander for $36,500.00 cdn
—\"'_‘_.________.——-

¢)  Februiry 2006 to March 20 2006 the Plainttf was advised by Robert Mander fhat
her rte of retun earned for month of February 2006 was 28.5%, The Plaindiff
and Mander agreed to a more thorough revised February receipt to include the
mste of return eared (28.5%) end any monies withdrawn on March 20, 2006 being
$6,902.50. Mander algo adked that the Plaintff include in the revised Fébruary
2006 receipt to be dated an accurate 31 days (1 month) prior to March 20, 2006
and that all furthar recéipts would use this date time line. . _

§  InMarch 2006 the Plaintiff received $6,902.50 from the Wearants Investment,

- from Mandes, and then roll aver with Mender an even smount of $46,000.00 ¢dn
into March 20, 2006 Watrant lavestment. OpnMarch 20, 2006 a receipt was
¢reated and fssued by Robert I. Mander for $40,000,00 cdn in favour of the
Plaindff.

‘®)  OnApsil 20, 2006 the Plaintiff again rolled sver her investment $45,000.00 cdn

and recetved ammmu%wim aretum camed for March 2006 of 28.5%
and g withdrawa] of $6,400.00 _ .

do07
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' On April 24, 2006 $65,000.00 cdn, a revised receipt was provided to the Plaintiff

for April 20, 2006 with an additional §20,000.00 CDN added from the Plaintiff's
Optlons rvestment with Mander. ———————""

On May 206, 2006 the Plamnff again rolled over bx:r fnvestment in the amomt of

$72,550.00 edn, the Plaintiff received & yeoeipt with a refurn earned for April 2006 |

of27%andaw1thdmwnlof$10000 00 ¢dn

On Tune 20, 2006 §79,962.00 ods, the Plaintt#f again reinvostsd and réceived &
recedpt with for retums carned in May 2006 of 24% andawithdmwal of
$10,000.00 cdn /

On Jaly 20, 2006 $84, 153.00 cdn, the Plaintiff again refuvested and receivod a
receipt with lnterest camed Tunc 2006 of 24% aud & withdrawal of $15,000.00
odn. '

OnAugustm 2006 the Plaintiff was owed 0 $104,350.00 odn the Platetiff
réceived a receipt. . ,

The Plaintiff claims she Is owed 8104,350 00 which funds are mthc Mander
acconnts.

Tn addition, the Plalufiff made what Mandes called s “option Investments” commensing
in May of 2003 which investments were gg follows: -

May 27,2003 - $15,640,12
September 7, 2003 7,000.00
- Octaber'6, 2003 6,400,00
_ Navember 2, 2003 11,500.60
Decesber 3, 2003 17,103.00
Taniary 6, 2004 22,752.00
Febroary 6, 2004 57,700.00
March 3, 2004 36,000.00
March 7, 2004 43,586.00
Apedl 3, 2004 43,200.00
April 8, 2004 59,765.00
May 5§, 2004 51,840.00
May 11, 2004 100,724.00

@008
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Angust 8, 2005 20,000.00
 Fehmary 22, 2006 6,500.00

Mender confirmed that the Plaintiff"s investments through options s of August 2006 had
avalue of $1,043.452.00, Thes monies were in the Mander trading accotnts and
Mender nmmrié of solioiting public funds and trading client's acoounts contrary
to the Securities Act a8 he has no license to do so. ‘

On August 23, 2006 e Defendant confirmed to the PlalatifF by cmail that “your wagant

maney bas beensitting with me since the beginning of August.

\ In addition to the above the PlaintifF had options invested with Mander which amounis

ware confirmed by emsil in excess 6£$1,000,000.00 which aro in. securities in Mandar's

accounts.

Dcapfte continued requests, the Defendant have refused to repay the Plaintiff’s sums he
claims fo be holding ot her behalf, '

The Plaintiff firther pleads and relics upon Rules 17.02 (£), () (1) and (n) in support of
the service of this Claim outside of the Province.of Ontario.

The Plainfiff roquests thar fhis ection be tried at Totonto.

LEVINE, SHERKIN, BOUSSIDAN
A Profossional Corporation of Barristers
4211 Yonge Street, Suite 200

Torémto, ON MZPE 2AD

Kevin D, Sherkin

Teli (416) 224-2400

Fax: (416) 224-2408 _
Solicfiors for the Plaintiff

41009
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— Conrt File No. 07-CV-336612 PD2
ONTARIO
— SUPERIOR COURT O¥ JUSTICE * -
BETWEEN: ' ‘
B * TASHA FLUKE ,
: PLAINTIFF
- aad

——r

ROBERT MANDER, MANDER GROUP INC.,, ROBERT MANDER
eatrying on business sy MANDER CAPITAL, TRADE FREEDOM
SECURITIES INC., OPTIONS EXPRESS INC,
and QUESTTRADE INC. TORONTO g .
: DEFENDANTS
STATEMENT OF DEFENCE AN COUNTERCLAIM

1. The Defendants Robort Mander, Mandor Group Inc. and Robert Mander carrying on
husiness 8s Mander Capilal (qoliccﬁvcly rofirred (0 as the “Mander Defendants™) admit the
allepations confined In Paragraph 8 of tho Staternent of Claim to the extent that the Plaintiff
Tasha Fluke (“Pluke”) and the Mander Dofendants incorporaied FM Market Capital Ine, (FM")

end that cach hold a $0% intorost in ¥M, The Mander Defondanis specifically deny the secand

" gontence of Paragraph 8 of (he Statement of Claln.

2. The Mander Defendants deny the allegations contained in Paregraphs 1, 2 (the first of

fwo paragraphs designated as paragraph “2°), 3, 4, 5, 9, 10, 11, 12, 13; 14, 15, 16, 17 and 18 of
the Statement of Claim.

3. The Mandet Defesdants have no knowledge in respect of the allegations comﬁincd in

Paragraphs 2 (the seoond of twa paragraphs designated 2¢ paragraph “2") and 6 of the Statement
of Cluim’ "
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—i 4. ‘The Mander Defendants bave no knowledge as to the first sentence of Paragraph 7 of the
,- Statement of Claim, The Mander Dofendants spegifically deny the second and third sentences of

f—

Paragraph 7 of the Statement of Claim,

THE PARTIES

— 5. TheDefendant Robert Mander (“Mander®) is an individual who resides in Buslington, in
N the Proviacs of Catario, Mandet is an enireprencur and was af ali material tines caterying on the

 business of investing in gmall companios.

G, The Mander Dofoadauts specifically deny that Mander at any time ropresented himself 1o
. the Plaintiff or anyone else to bo a trader of seoutitics, of being an “experd in trading secorties”
or any of the other allopations se( out mare particularly in pa.l‘am:'aphs 7 and 9 of the Statement of
_ Claim, Moreover, the Mander Defendants deny that Mander af any time acled in contraverition of

any epplicable securitios law, incfuding but not imited to the Securities Act, R.8.0. 1990, ¢. §.5,

a5 awended.

7. - Mander Group Tnc. (“MGI™) is 2 eorporation daly incorporated pursuant to the laws of

‘(e Province of Ontatio and canies on tho business of managing the portfolio of FM,

8.  The Mander Defondants state that to thor knowledpe, the Wefeadant Mander Copital
dots not exist.

CBEATION OF KM

_ 9. In or trouad 2001 to 2003, Mander and Fluko wero both amployed by London Life,

Maidor and Fluke did not work together but wore located in adjacent offices.



03/18/2010 11:24 FAX 416 581 1279 ____BELLMORE & MOORE 1012

10

10.  Onoraround Soptémber 16", 2003, Mander dotormined thet he was leaving London Life

to siatd his own business of managing an investment goril'olio. He mentoned his pfans 1o Tluke,

11.  Sholy thereafter, Fluke propased thal Mandet and Fluke pariner in & new venuwme as
Fluke fhought that her close fricnds gnd family would likely be iuterested in jnvesting in

Mardor's vonture, Fluke firther suggested that Mander provide the investment stmtcf,y and |

Fluke would identify ﬁotmﬂal clients from among her family and close fiiends.

.

i

2. Mander agreed o the propoéilion and Pluke and Mander caused to be incoiporated M

an or around August 25", 2003, Mander and Fluke werg equal shareholders in FM.. ..

13.  Mandor rented offioe spaco for FM in October, 2003, Fluks had no funds to put joto FM.
and, as a roault, &l initial opﬂays of capital to starf-up FM Weﬁ: _c';omributcd by Mander, |
in;:luding bul not Inmted to office equipment, statfotrary and Jetterhiead, _cgmpuﬁng eqpipmcnt,
lease payments and related utilifies cxpenses; Mander cstimates the start-up costs of FM to be
$60,000.00.

FROMISSORY NOTES

14.  TFollowing the incorporation of FM, Fhuke proowdcd to comtact hier close friends and
family. In the cvont that the friends and family were interested in the venture, {hey would l‘ond
M THODSY gu;imnte»od byea prpmz‘ssary h;:wl TM weuld then utiliss ﬂxc'bo-rmwcd funds to trade
gccurities and eptions ﬁxrouéh irading nzconnts set up in tho name of FM via a licensed

investment dealer,
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" 15.  Dxcopt for Fluke's mother, Pluke’s brother Scan Fhike and Fluke's boyfriends, Mander
'%id not initially meet any of the individuals Pluko approached or the individuals who lent ¥M

money.

16,  Fluke drafied and signed all promissory notc&_z' on behalf of FM Meander at no tme

@013

coniributed to the drafting of the promissory notes. Fluke ﬁ'e@enﬂy wonld déte.]mine'the rate of

inlcrost of the promissory notes indopendent of Mander but on some lnited occasions, she

would determing the rate of interest in co-operation with Mander.

17.  Tho promissory noles bore varying rates of Inferes!, of anywherc between 20% to 50%

interest and hdd & one year term.

18, The monies lorned to FM werc initially dépoxi(ed dirgetly into F-M’é bank acooumt,

Fventually, Fluke deposited flie loancd monies divectly inbo her accotunt and in furn, would write
& check to FM. Mander doos not know if 100% of the fimds provided to Fluke were t.rangferrcd
o FM or if any were retained by Fluke in whole or in part. .

19, iven FM’s success In investing the bomowed funds and meeling all interost

comnitmenis thercon, at the ond of the figst year, most investors opted 19 voll-over their loan |

along with the interest acceged into 2 vew promissory note for an-eddilional one-year term.

However, at least threo landers approached Mander petsonally and staled that they no longor

wanted to deal with Fluke but wanled to deal dircotly with Mander 25 they thought Fluko was not -

" dealing with tham fairly,

20.  Ovet one and e hall years, the relationship betwoen Mander and Fluko doteriorated,
Busad on Fluke's behaviour, Mander became eoncerned that Jiluko was refusing to disoloss to

11
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' him what, if any, work she was dolng for the company and copies of any financial dealinps she
was negotiating ox behalf of FM. As a tesul, in or aound July, 2006, Mander determined thay

FM should be disbandid and advised Fluke in or around July, 2006 of his decision.

PAYMENT OF ALL PROMISSORY NOTES

"21:  Upon the demise of I'M, FM's tadiug accounts held a total belanca of approximatoly -

$600,000.00,
22, Intotsl, FM had $1,800,000.00 in oulstanding protmissory notes.

23, Alllendors holding promissory natos were paid in full with Mander personally paying the
shortfall of $1,200,000.00. Fluke st no time contributed to-the dobts of FM in spite of being an

equal sharcholder,

94, TG dato, Fluke s the only alleped doblor of FM.

RECORDS AND BOOKKEEPING OF FM

.25.  'The Mander Defendanis specificelly deny the allegation at paragraph 10 oi' the Statemoent
of Claim and stato that nt &1} material times, Fluke was solely rcsponsible for maintaining the

bank nceonafs, financial records and for dealing with all edmindsirative needs of I'M.

36, Tnitially, Tluke worked out of BM's officcs. Eventually, Fluke conducted most of her

wotk frorm home and maintained some files at horme and somo at FM'offices.

27, Tmmediatcly after advising Fluke that Y34 was {0 be disbanded, Mandgr discovered that
[luko had attended at RM?s officos and removed all finanelal and administrative files,
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REMOVAL OF FUNDS EROM FM BY FLUKE

28,  The Mander Defendants, state that Fluke, without au_thmizaﬁon and/or the knowledge

andfor acquicsce of Mander, removed fumds from FM for bet persanal nse. .

THREATS

29.  Mander states that in or about Juno, 2006, Sean Fluke, lﬂukb‘s ﬁothcr, lefi a threatenlog

message on his voicomail al work thet made threaté against Mander’s persanal safely and that of

his Tamily.

30. Inor about June, 20{)6 & formor information tcchno]ogy employes of FM also recelvad a

thrcm:mlng telephone call fmm Sean Flukc

© .31, The Mander Defendenis statc that the above-meotioned threats were made at the

instigation of Fluke who provided nfowmation to Sean Fluke as to the location and contact

detnils of Mander and tho ompleyee. .

32, Intlo alteralive, the Mander Deféndants stato that Fluke knew of and co-operated in the

“delivery of the above-referenced threats,

33.  Tho police have beea contacted and have eeted in due course.

DAMAGES

34.  The Mander Defendants specifically demy that thoy are in law responsible for the
damages a3 alleged by the PlaintilF,

015

13
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35, 'Iho Mander Defendants stato that st no time did Fluke personally loan raoncy to FM as

alleged in the Statement of Claim because she had no maoney to lend, The Mander Defondants
state that instead, Fluke had significant bersonal debis. Ultimately, Fluke withdrow
appmxlmately $200,000.00 from FM, somc of which wes used 0 mect hor financial

conumitments including credit card debts and student foans,

"36.  The Mander Defendants specifically desy {hat the momias sel out morc particularly at

[do1e

purugraph 12 of the Statement of Claim arc Fluke™s personal monics and that such monles were ™ -

advanoed by Dluko. Tha Mander Defendants gtafe that the advencement of theso monies 1o FM,

such advancerent not admitted but gpecifically denicd, are in fact monies advanced to Pluke by

. her fijends and family to loan to FM and that Fluke s aftempfing to claim these loens as'personél

loans to FM. All elaims by Invesiors for ﬁxopcy loancd to FM through Fluke's personal account

have been paid by Munder pﬁonally. The moncy claimed by Fluke was invesiors' moncy, nol

hess, and have nlrcady boen repaid.

7. lhe Mander Delendants ﬁn‘thet state that the monies clatmed at paragraph 13 oF the
Statement of Claim were never advanced 1o FM ov any of the Mander Defendanis by Y¥luko. The
Mander Dofondants stafe that Fluke at no ime frvested in any “opticn nwitmcnts’" as alleged

and puts the Plaintiff to'the striet proof theraof,

38.  The Mander Defendants spesifically deny fhat the Plaintiff has suffored damages es
glleged and puts thoe Plalatifl'to the strict proof thercof, —

39, Inthe allemalive, o the cxtent that the Plaintiff has suffemd any dumagas which is not

 admitted but deniod, tho Mander Defendants stato thats

14



03/19/2010 11:26 FAX 416 581 1279 ELLMORE & MOORE

(8)  {hey were not cansed or contributed (o by any conduct of the Mander Defandanls,

ils agents or employees;
{b) . they are excessive and/or ,rcn:{otb;
{c)  theMander Dcfondants are not at law responsible for them; and/for

(@)  the Plaintift' has failed to take 4ll reasonahle and sufficient sieps to mitigate said

damages,
40, The Defondants (herefore roquest that fhis action as against them he dismissed with costs.
COUNTERCLAIM
1. Tho Mander Defendants, Plaintilfs by Countorslaim, olafm:

(@  tho sum of $200,000.00 ropresenting monlos removed from EM wnlewfully by
Iiuke; ’ .

(by  the sum of §600,000.00 representing 50% of the monjes paid by Mander to meat
tho debis of FM; '

(0)  special damages, the particulars of which to be provided prior to tiak;
(d)  aggravated, cxemplary and punitive damages in the amount of $50,000.00;

(@ peand posi:i udgment interest pursuant 1o the Corrts of Justice Act, R.8.0. 1990,'
0. c-43, 83 amendod; and '

do17
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— : ()  costs of this Counterclaim on a full indemnity basis together with any Gooda and
Scnrices.'fax which xﬁay be payable dn any amoumt pursuaat (o the Exclse Tar

Act, R.S.C. 19885, as amended; and

RN ()  Such othor rofiel as this Honourable Court may deem just,
_ 5. ‘'ho Mander Dofondants, Plaintiffs by Comterelaim, repeat and rely upon the allegations

intho Stolement of Defonce In support of the counterclaim.

3 The Plainiifs by Coumerclaim ask thhat this action be tried at th same time and place a5

the maain action.

— September 175, 2007 _ AYLESWORTH LLP
P.0. Rox 124, 18th Floor
222 Ray Street

- : : ) Toronlo, ON M5K 1H1

Michae] Millor (14441G)

Darsy Dovison-Reberts (48496V)
Tel : 416-777-0101

Fax: 416-865-1398 )

o ) _ ~ Solieftors for the Mander Defendants,
— - Plaigtiffs by Counterclaira
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TO:

LEVINE, SHERKIN, BOUSSIDAN

A Professlonal Corporation of Barristers
23 Leamill Road

Suite 300

Taronto, ON M3B 3P6

" ¥evin D, Sherkin (270998)

Tol: 4162242400
Fax: 416-224-2408

Salicttors for the Plaintifr
ANDTO: '

_TRADE FREEDOM SECURTTIES INC,

2001 MeGill College, Suite 1310 -
Montreal, QC TI3A 1G1

Defendant
OPTIONS EXPRESS INC.

P.0. Boax 2197
Chicage, 1L §0690-2197

USA.

Defendant
AND TO

QUESTTRADE INC. TORONTO
North American Centre .
5650 Youpe Strect

Bufte 1700

Taronto, ON M2M 4G3

Defendant

WilvAtelsh, Futer R. - 916501 44-Robor MaadedDogynundSteenont af Datinoe and Coynirslrim.doo

o19
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_ Court file No: 07-CV-336612 PD2

ONTARIO
B SUPERIOR COURT OF JUSTICE
BETWEEN:
- TASHA FLUKE
— ' ' Plaintiff
. -and-
_ ROBERT MANDER, MANDER GROUP INC., ROBERT MANDER

carrying on business as MANDER CAPITAL, TRADE FREEDOM
SECURITIES INC., OPTIONS EXPRESS INC.
and QUESTRADE INC. TORONTO

. A Defendants

REPLY AND DEFENCE TO COUNTERCGLAIM

1. By way of reply to the Statement of Defence and Counterclaim, the
Plaintiff repeats and relies on the allegations in the Statement of Claim.

2. The Plaintiff admits the allegations contained in paragraphs 5, 7 and 9 of

the Statement of Defence.

—

3. The Plaintiff denies the allegations contained in the last sentence of
paragraph 1 and paragraphs 2, 4, 6, 8 and 10-40 of the Statement of Defence.
4. The Plaintiff specifically denies the allegations in paragraph 35 of the
Statement of Defence and states that she personally advanced the funds

- referred to in the amounts and on the dates described in paragraph 12 of the
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Statement of Claim to Robert J. Mander ("Mander”) in his personal capacity.
Mander stated that the funds would be invested by him in what he called
warrants and agreed in writing that the advance together with a stipulated return
would fall due and be paid by him in one month. The amounts due were rolled
over at the end of each month, in whole or in part, and similar written agreements
were entered for the succeeding month between the Plaintiff and Mander which
were signed by Mander. The amount due {o the Plaintiff in respect of the warrant
advances as of August 20, 2006 was $104,350.00. The Plaintiff has demanded
payment of the balance due and payable by Mander but has failed to make

payment of same.

5. The Plaintiff specifically denies the allegations contained in paragraph 36
of the Statement of Defence. The Plaintiff states that she personally advanced
funds in the amounts and on the dates referred to in paragraph 13 of the
Statement of Claim to Mander in his personal capacity. Mander stated the fuhds
would be invested by him in what he called options. He further agreed in writing
that the advance together with a stipulated return would fall due and be paid by
him in one month. The amounts due were rolled over, in whole or in part at the
end of each month and new agreements in writing were entered each month
between the Plaintiff and Mander which were acknowledged in writing by
Mander. The amount due to the Plaintiff in respect of the option loans as of
August 2006 was $1,043,452.00. The Plaintiff has demanded payment of the

balance due and payable by Mander but he has failed to make payment of same.
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6. The Plaintiff will rely on the above written agreements and
acknowledgments of indebtedness by Mander at the trial of this action.
DEFENCE TO COUNTERCLAIM

7. The Defendant by Counterclaim denies the allegations in the
Counterclaim.

8. The Defendant by Counterclaim specifically denies the allegation in

paragraph 1(a) of the counterclaim that she unlawfully removed the sum of
$200,000 from FM. The Defendant by Counterclaim puts the Plaintiff to the

strictest proof of this allegation.

9. With reference to the allegations in paragraph 1(b) of the Counterclaim,
the Plaintiff states and the fact is that there is no agreement or other legal
obligation for the Plaintiff to pay Mander 50% of the monies paid by him to meet
the debts of FM. There were funds on deposit in the accounts of FM at the time
6f the termination of the business relationship between the Plaintiff and Mander
in July 2006 in excess of the $1,616,685 owing to FM'’s clients. Mander had sole
control over these funds as Treasurer of FM and has failed or refused to provide
any accounting or financial statements for FM to the Plaintiff notwithstanding that

the Plaintiff owns 50% of the shares of FM.

o2z
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10.

The Defendant by Counterclaim requests that this action be dismissed

with costs on a substantial indemnity basis.

‘March 13, 2008 BELLMORE & MOORE

TO:

Barristers and Salicitors
393 University Avenue
Suite 1600

Toronto, Cntario

M5G 1E6

Brian P. Belimore (11828J)
Tel: 416-581-1818 ext 221
Fax: 416-581-1279

Solicitor for the Plaintiff

AYLESWORTH LLP
Barristers and Salicitors
P.0. Box 124, 18" floor
222 Bay Street
Torontoe, Ontario

M5K 1H"

Michael Miller (14441G)

Darcy Davison-Roberts (48496V)
Tel: 416-777-0101

Fax: 416-865-1398

Solicitors for the Defendants, Robert Mander,

Mander Group Inc. and Robert Mander carrying
on business as Mander Capital

023
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AND TO:

AND TO:

BELLMORE & MOORE

BORDEN LADNER GERVAIS LLP
Barristers and Solicitors

40 King Street West

Scotia Plaza

Toronto, Ontario

M&H 3Y4

James D.G. Douglas (20569H)
Tel: 416-367-6029
Fax: 416-361-2747

Solicitors for the Defendant
Trade Freedom Securities Inc.

MINDEN GROSS LLP
Barristers and Solicitors
2200 - 145 King Street West
Toronto, Ontario

M5H 4G2

A. lrvin Schein (20055K)
Tel: 416-369-4135
Fax: 416-864-0223

Solicitors for the Defendant, Questtrade Inc. Toronto

o024
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Court File No. 07-CV-336612 PD2

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

TASHA FLUKE
Plaintiff

and

ROBERT MANDER, MANDER GROUP INC., ROBERT MANDER
CARRYING ON BUSINESS AS MANDER CAPITAL, TRADE FREEDOM
SECURITIES INC., OPTIONS EXPRESS INC. and QUESTTRADE INC.
TORONTO

Defendants
AND BETWEEN:

ROBERT MANDER, MANDER GROUP INC. and ROBERT MANDER
CARRYING ON BUSINESS AS MANDER CAPITAL

Plaintiffs by Counterclaim
and

TASHA FLUKE
Defendant to the Counterclaim

REPLY
TO THE DEFENCE TO THE COUNTERCLAIM

1. The Defendants, Robert Mander and Mander Group Inc. (collectively referred to as the

“Mander Defendants™) deny Paragraphs 7, 8, 9 and 10 of Tasha Fluke’s Defence to

Counterclaim. The Mander Defendants plead and rely on the pleadings set out in their Statement

of Defence and Countterclaim.

23
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2. The Mander Defendants specifically deny the allegations in paragraph 9 of the Defence

to Counterclaim and state that Tasha Fluke was a signatory on FM Market Capital Inc.’s bank

accounts and, as such, Robert I. Mander did not have sole conwol of FM Market Capital Inc.’s

funds,

3. The Defendant Robert Mander states that at no time did he carry on business as Mander

Capital, nor does any such organization exist 1o his knowledge.

April 28, 2008 AYLESWORTH LLP
P.O. Box 124, 18th Floor
222 Bay Street
Taronto, ON MSK 1H]1

Michael Miller (14441G)

Thomas Arndt (43417K)

Tel : 416-777-0101

Fax: 416-865-1398

Solicitors for the Defendants, Plaintiffs by
Counterclaim Robert Mander and Mander
Group Ine.

TO: BELLMORE & MOORE
" Barristers & Solicitors
393 University Avenue
Suite 1600
Toronto, ON MSG 1E6

Brian P. Bellmore
Tel: 416-581-1818 Ext. 221
Fax: 416-581-127¢9

Solicitors for the Plaintiff (Defendant to the Counterclaim)
Tasha Fluke
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_ ANDTO: OPTIONS EXPRESS INC.
P.0. Box 2197
Chicago, I, 60690-2197

» US.A.

Defendant
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Robert Mander, EMB Asset Group Inc. and Related Entities
Summary of Real Estate Transactions
(Unaudited; $C)

Total Purchase Funds paid by

Address Date Purchased Note Price Mander Sale Proceeds’
18 Stonebury Place, Freelton, ON 30-Aug-07 745,000 745,000 785,000
1650 Highpoint Sideroad, Caledon ON 4-Jun-08 2,000,000 2,000,000 -
17 Stonebury Place, Freelton, ON 20-Jun-08 1 939,000 939,000 -
223 Church Street, Oakville, ON 20-Jun-08 2 1,200,000 1,200,000 -
1506 Highpoint Sideroad, Caledon, ON 23-Jun-08 190,000 190,000 -
1056 Wilno Rd, South, Wilno, ON 8-Jul-08 120,000 120,000 -
388 Prince of Wales, Mississauga, ON 1-Oct-08 298,400 298,400 293,000
225 Church Street, Oakville, ON 10-Oct-08 2 1,460,000 1,460,000 -
1225 Lawrence Crescent, Oakville, ON 7-Oct-09 3 2,900,000 900,000 -

S/W comner Horseshoe Valley Rd & Line 4, Oro-Medonte, ON

IS

1,750,000 925,115

11,602,400 8,777,515 1,078,000

Notes:

1. On September 1, 2009, The Toronto-Dominion Bank provided a mortgage on this property in the amount of $633,750.

2. On October 7, 2009, Home Trust Company provided mortgages on 223 and 225 Church Street in the amounts of $612,000 and
$630,000, respectively.

3. $2 million of the purchase price was satisfied by a mortgage provided by HSBC Bank Canada, with the balance paid from the Church
Street mortgages.

4, Mander's contribution to the purchase of a property owned by 1198677 Ontario Limited.

5. Proceeds realized by Mander on the sale of the properties.
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Robert Mander, EMB Asset Group Inc. and Related Entities
Investments in Illiquid Start-Up Companies
(Unaudited; $C)

Company Name Amount

2197204 Ontario Inc o/a Atlas Global Financial Technologies 1,909,000
Manitou Gold Inc 30,000
Valt.x Holdings Inc. 57,500
WIC CDN INC 500,000

2,496,500
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Robert Mander, EMB Asset Group Inc. and Related Entities
Stonebury Expenses
(Unaudited; $C)

Description Amount
Home construction and improvements 219,053
Custom home design 98,219
Lexus for Ms. Zurini 74,732
Labour 70,038
Roofing 56,222
Window coverings 39,148
Security 28,100
Property taxes 21,196
Rugs 11,403
Other 99,049

717,160
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Robert Mander, EMB Asset Group Inc. and Related Entities
Donations to Soka Gakkai International
(Unaudited; $C)

Date Donated by Note Donation
30-Apr-07 Mander Group Inc. 100,000
2-Nov-07 Stonebury Inc. 100,000
30-Jan-09 Robert Mander 100,000
Various Robert Mander 1 20,500
320,500

Note:

1. During the period September 1, 2005 to January 31, 2009 Mander donated $500 per month to Soka Gakkai

International.
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200CT
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STONEBURY INC.
225 CHURCH STREET
OAKVILLE ON L6J 1N4

*DR MEMO

CALEDON TAXES, TOWN OF
HIB- 83822X37684

*DR MEMO

CALEDON TAXES, TOWN OF
HIB- 83822X37686

*DR MEMO

TELUS MOBILITY

HIB- 83813X148066

*DR MEMO

ADT SECURITY SERVICES CA
HIB- 83813X148067

*POS PURCHASE

STAPLES #4

#0001001708

TRANSFER

DFT 302327

LEXUS OF OAKVILLE

182 HSBC OAKVILLE
DEPOSIT

182 HSBC OAKVILLE
CHEQUE 000000000198
*POS PURCHASE

STAPLES #4

#0001001401

*CHARGES

Bank charges

03SEP2008 TO 30SEP2008
Invoice No 51957

*DR MEMO

HSBC MASTERCARD

HIB- 84297X360412
DEPOSIT

182 HSBC OAKVILLE

342

HSBC BANK CANADA
2500 APPLEBY LINE
BURLINGTON, ONTARIO,

310CT2008

342-010174-001

211.69

593.96

317.81

296.04

307.13

74,732.36

1,417.50

69.30

84.06

1,169.17

197.64

199.11

L7L 0A2

CUI CAD

133,854.98

58,815.49

59,013.13

57,595.63

57,526.33

57.,442.27

56,472.21



