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Court File No.: ro-86r9-ooCl,

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCTAL LrST)

BETWEEN:

SA CAPTTAL GROIVTH CORP.
Applicant

-and-

CHRISTINE BROOKS AS EXECUTOR OF TTIE ESTATE OF ROBERT MAI\IDER,
DECEASIEDAND E.M.B. ASSET GROUP INC.

Respondent

IN THE MATTER OF RIILE 4.os(BXG) OF THE RULES OF CrwL PROCEDURE
AI\ID SECTION ror OF THE COUß.TS OF ¡USftCE ACT, R.S.O. a99o, C. C.+S

NrNTH REPORT OF RSM RTCHTER INC.,
AS RECETVER

November az,r z'oLo

1. INTRODUCTION

This report ("Report") is filed by RSM Richter Inc. ("Richter") in its capacþ as receiver

("Receiver") pursuant to an order of the Ontario Superior Court of Justice ("Court") dated

March L7, zouo ("Receivership Order"), as amended by orders of the Court made on March 17,

2o1o, March 19, 2o1o and March 91, 2o1o.

Richter was appointed Receiver pursuant to an application by SA Capital Growth Corp. ("SA

Capital") for the appointment of a receiver over the assets, property and undertaking of E.M.B.

Asset Group Inc. ("EMB") and of Robert Mander ('oMander") under Section ror of the Courts of

Justice Act, R.S.O. Lggo, c. C,49, as amendqd.

RSM Richter is an ¡ndependent member firm of RSM lntemational,

an afüliation of independent accounting and consulting firms.
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As a result of the amendments to the Receivership Order, the Receivership Order provides the

Receiver authority over the assets, property and undertaking of entities related to EMB or

Mander. These entities include, but are not limited to, Mand Assets Inc. ("Mand Assets"), Dunn

Street Gallery Inc., Trafalgar Capital Growth Inc., Stonebury Inc. and Mander Group Inc.

("Related Entities").

On March g1, 2o1o, 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 the proceedings was changed

to reflect the continuance.

By order dated July 14, 2ouo, the Receiver was authorized to conduct an investigation into the

business and affairs of C.O. Capital Growth Corp. ("CO"), Peter Sbaraglia and Mandy Sbaraglia

("Sbaraglias") and any corporation associated with, related to or controlled by the Sbaraglias or

CO (collectiveþ, the "CO Group"). A list of the corporations in the CO Group is attached as

Appendix "A".

1.1 Purposes of this Report

The purposes of this Report are to:

provide this Honourable Court with an update on the preliminary results of the
Receiver's investigation of the business and assets of the CO Group, including the
cross-examination of Peter Sbaraglia (the "Examination") conducted by the
Receiver and the Ontario Securities Commission ("OSC"); and

b) recommend that, in accordance with the motion brought by the OSC, this
Honourable Court issue an order appointing a receiver over the business and
assets of the CO Group.

a)

RSM Richter
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1.2 Restrictions

In preparing this Report, the Receiver has relied upon unaudited financial information and

books and records located at the premises of EMB, Mander and the Related Entities 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 presentþ, in the past and/or periodicaþ,

and documents, records and information provided by various parties, including several financial

institutions, the CO Group, Tonin & Co. LLP, the former accountant to Mander and the CO

Group, Aylesworth LLP ('Aylesworth") and Peter R. Welsh, former legal counsel to the CO

Group. 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 uponby the Receiver in preparing this Report.

2. BACKGROUND

2.1 The Fourth Report

The Receiver filed its fourth report to Court on July 2, 2oto ("Fourth Report"). A copy of the

Fourth Report is attached as Appendix "B" (without appendices). The Fourth Report provided

the following information regarding the CO Group:

CO and the Sbaraglias received in excess of $g million more from Mander and his
companies (the "Mander Group") than CO paid to the Mander Group (in essence,
the losses incurred by the CO Group were not incurred by the Mander Group);

a

RSM Richter
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The chart provided in Section 5 of the Fourth Report illustrates that CO received
funds from investors who invested with the Mander Group, in addition to those
who invested with CO. During the relevant periodl the Mander Group had no
source of funds other than the monies received from investors. As a result, the
additional $g million paid by the Mander Group to CO included funds that the
Mander Group received from its own investors;

Mander was, at all times, integrally involved in the business of CO. He was a
director and offtcer of CO between January, zoo6 and November, zooS and
remained involved with the business thereafter;

The CO Group and Mander Group businesses were intertwined; and

Peter Sbaraglia (personally and through his counsel) misled the OSC during his
examination by the OSC in July, zoo9.

As a result of the matters set out in the Fourth Report, the Court issued an order empowering

and authorizing the Receiver to investigate the business and affairs of the CO Group.

2.2 The Seventh Report

The Receiver filed its seventh report to Court on September 9, 2o1o ("Seventh Report"). A copy

of the Seventh Report is attached as Appendix "C" (without appendices). The Seventh Report

provided information and findings regarding the CO Group as a result of the Receiver's

investigation and detailed issues identified by it, which led to its support of the OSC's

application3 for the appointment of a receiver over the CO Group.

In the Seventh Report, the Receiver determined that, among other things

Peter Sbaraglia's testimony before the OSC in July, 2oo9 was misleading and
incomplete;

CO knew or ought to have known that CO was not generating returns sufficient to
satisfu its obligations to its investors;

I September, 2oo5 to March, zoto.
2 See, for example, pages t9-27 oftheFourth Report.
3 Court File No.: CV-ro-8889-ooCL

a

o

a

a

a
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CO and the Sbaraglias misled the OSC in the undertaking it provided to the OSC
and breached the provisions of the undertaking immediateþ after they entered
into it;

CO is insolvent (based on its own admissions);

the Sbaraglias used investors'funds for their own personal benefit;

investors'funds were used to pay principal and interest owing on properties not
ownedbyCO; and

investors' funds were transferred from CO to other companies controlled by the
Sbaraglias.

The Seventh Report details that the Receiver is of the view that the evidence supporting the

appointment of a Receiver is sufficiently strong that it believes that no further investigation need

be conducted. Due to opposition to the OSC's applícation by CO, the Sbaraglias and 91 Days

Hygiene Services Inc. ("9r Days"), a company wholly owned by Mandy Sbaraglia (CO, the

Sbaraglias and 9r Days are collectiveþ referred to as the "CO Respondents"), the Receiver has

been required to continue its investigation, including preparing for and attending at the

Examination. This, unfortunateþ, has resulted in additional delay and cost.

The OSC's application, returnable September 10, 2o1o, was adjourned to provide the CO

Respondents sufücient time to file responding materials and to allow for the cross-examination

of various parties, including Peter Sbaraglia, on the materials filed in the proceedings.

3. FURTHER INVESTIGATION AND THE EXAMINATION

On October z7 and 28, 2o1o and November 3, 2o1o, Matthew Gottlieb, of Davies Ward Phillips

& Vineberg LLP, the Receiver's counsel, and Pamela Foy of the OSC, conducted the

Examination. A copy of the transcript ("Transcript") from the Examination is attached as

Appendix "D".

o

a

a

a

O
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During the Examination, various admissions were made by Peter Sbaraglia. The Receiver is of

the view that these admissions are consistent with all of its findings and support the

appointment of a receiver over the business and assets of the CO Group. In fact, the admissions

during the Examination went beyond the Receiver's fìndings detailed in the Seventh Report.

Key items identified during the Examination are detailed in the sections below.

3.1 Repayment of Amounts Owed to CO by Mander and His Companies

The Receiver's investigation has identified that the Mander Group repaid to the CO Group more

monies than were advanced by the CO Group to the Mander Group. The CO Group's losses were

not incurredbythe Mander Group.

The Receiver performed a detailed review of bank accounts maintained by CO at
Royal Bank of Canada ("RBC") and HSBC Bank Canada ("HSBC") for the period
January g, zoo6 to July 26, zoro (the period for which the bank account
information was provided). (The RBC accounts and HSBC accounts are jointþ
referred to as the "Accounts".)

a

a

a

a

In its Fourth Report, the Receiver states that its investigation revealed that CO
and the Sbaraglias had collectiveþ received in excess of $g million more than
they had paid to the Mander Group. Since receiving the CO account information
from RBC and HSBC, the Receiver completed a more detailed review of the
transactions among the Mander Group and CO and the Sbaraglias. This
additional review revealed that CO received approximately $3.3 million more
from the Mander Group than it paid to the Mander Group.

A review of all of the money received by the Sbaraglias directþ from the Mander
Group and indirectþ tlrough CO (allegedly at Mander's direction), revealed that
the Sbaraglias received approximately $z.S million more than they personaþ
invested with the Mander Groupo. (This is prior to additional benefits that the
Sbaraglias received from CO. See Section 3.3 below.)

During the Examination, Peter Sbaraglia was asked to confìrm whether CO had
been repaid amounts from the Mander Group that had been advanced by CO to
the Mander Group. Peter Sbaraglia advised that it is his position that CO was
repaid less than it advanced to the Mander Group. Peter Sbaraglia provided an

a The records reflect that the Sbaraglias personaþ invested approximateþ $67z,ooo with the Mander
Group.

RSM Richter
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undertaking to evidence this. As of the date of this Report, the Receiver has not
received a response to this undertaking.

See the Transcript questions 474 to 484 for the portion of the Examination
dealing with this matter.

Peter Sbaraglia did, however, confi.rm that he and Mandy Sbaraglia received
personally "a few million dollars" more from the Mander Group than they
personally invested with the Mander Group. See the Transcript questions 4r3 to
419.

3.2 lnvestor Money Used to Pay Other lnvestors' Loans and lnterest

CO repeatedly used funds raised from one investor to pay amounts owing to another investor.

This is commonly referred to as a "Ponzi scheme".

o

a

a

a

The Receiver's review of the Accounts revealed lhat, ínter alia, on numerous
occasions, CO used funds it received from an investor/s to repay interest and/or
principal amounts owing to another investor/s. Attached at Appendix 'oE" is a
schedule that was prepared by the Receiver, which illustrates the clearest
examples of this practice; however, the practice was carried out by CO
throughout the period during which it operated'.

During the Examination, Peter Sbaraglia acknowledged that the specific
examples identified by the Receiver were evidence of this practice and further
acknowledged that he was aware of it. The following is an excerpt from the
Transcript (questions 9S4 to gS9) dealing with this matter.

a. And Ms. Burton was an investor?

A. Yes.

And this payment of $63,z5o was paid to her in connection with
her investment?

Yes.

And that pa¡rment was made just using other investors' funds also.
Correct?

Yes.

5 The relevant documents including bank statements and cheques will be available at the return of this
motion.

a.

A.

a.

A.

RSM Richter
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And I can keep going through this book, but what we will see is
throughout this entire piece payments are being made by CO
Capital directþ from funds paid into CO Capital by other
investors?

Right.

You're aware of that?

Yes

And you were aware that was going on through the piece.
Correct?

Yes

Peter Sbaraglia signed the cheques whereby these payments were made. Mandy
Sbaraglia performed the bank statement and loan contract reconciliation which
showed the flow of funds.

See the Transcript questions 844 to 96o for the portion of the Examination
dealing with this matter.

Use of Investor Money

r The CO Group raised a total of approximately $zr million6 from its investors. Of
this amount, approximately $6 million was retained by CO, the Sbaraglias and/or
their companies (the "Retained Funds"). The CO Group either lost these monies
investing in their own accounts or used them for personal and business purposes.

¡ The Receiver prepared a detailed analysis of the receipts and disbursements of
the Accounts ("schedule of Receipts and Disbursements"). The Schedule of
Receipts and Disbursements is attached asAppendix "F".

. The Schedule of Receipts and Disbursement indicates that the Retained Funds
were used and lost in various ways, including, ínter alía, trading losses of
approximateþ $2.+ million in the CO Interactive Brokers Canada Inc.
("Interactive Brokers") accounts, personal withdrawals by the Sbaraglias of
approximately $z.r million, pa¡rment of personal expenses charged by the
Sbaraglias to their CO Visa accounts and payments to certain related entities.
These are discussed below.

u In Peter Sbaraglia's afñdavit swornAugust 1tr, 2o1o he advises that CO received approximately $26 million,
versus the $zr million the Receiver identified from its review of the records.

a

A.

a,

A.

a.

A.

a

a

3.3
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3.3.1 Use of lnvestor Money for Personal Purposes

The Sbaraglias used investor funds to pay for personal items that were not related to the

business of CO, including dinners, alcohol, spas, movies, toys and clothing. These are

summarizedbelow.

Visa Credit Card Charges

a The Schedule of Receipts and Disbursements shows that CO made payments to
Visa for credit cards used by Mander and the Sbaraglias, totalling $3z8,ooo'. A
detailed summary of the Visa charges is attached at Appendix "G". The majorþ
of these ($3zr,ooo) were charged to Peter Sbaraglia's CO Visa account during the
period April, zooT to June, 2o1o.

A summary of Sbaraglias' CO Visa charges and Mander's CO Visa charges is
provided in the following table8.

a

$000s
Peter Mandy Mander Total

Restaurants
Technology and home theahe systems

lnfinata lnc.

Bell, Rogers and Cogeco
Artwork

Clothing, entertainment, spa and other retail purchases

Wine distributors and LCBO purchases

Renovations
Limo and taxiservices
Travel (airline and hotel)

Other charges
321 45 12 378

a The schedule of Visa charges illustrates that Peter Sbaraglia used investor money
to pay for various non-business expenses, including dinners at high-end
restaurants (including Auberge du Pommier, B¡rmark, Mortons Steakhouse, One
and Harbour Sixty), wine purchases, spa treatments, artwork, renovations to the
ofñces at zgg Church Street, Oakville ("239 Church Street") and other sundry
items, including movies, clothing and toy purchases.

7 Disbursements from the Accounts that were less than $r,ooo were not allocated to specific categories on
the Schedule of Receipts and Disbursements, therefore the total spent by CO to pay Visa credit card charges
is actually greater than $3z8,ooo.
I The majority of the charges were paid from the Accounts; however, there is approximateþ $5o,ooo of Visa
charges for which the Receiver has been unable to identifiz the source ofpayment.

bb

43
28

28
15

13

12

12

11

13

BO

93

47
28

31

15

16

12

17

11

19

89

20 7

:
1

;

3

;

6

I
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Peter Sbaraglia was asked at the Examination about the various Visa charges and
acknowledged that these were paid using investor funds. He also acknowledged
that to a large extent these expenses were not necessary to generate income for
co.

a See the Transcript questions S9g to 66r for the discussion regarding the CO Visa
charges.

Other CO Disbursements

The Sbaraglias also withdrew approximateþ $z.r million (net) from the Accounts
during the period January, zoo6 to July, zoro.

Approximately $4r3,oooe (net) was transferred to Mand Assets, a company
owned by Mandy Sbaraglial0 and which had no connection or obligation to CO's
investors. The payments to Mand Assets were identified as oloans" by CO to
Mand Assets; however, there was no formal documentation between CO and
Mand Assets with respect to the amounts transferred. The net outstanding
"loans" were never paid back by Mand Assets. In the Examination Peter
Sbaraglia confìrmed that there was negligible value in Mand Assets.

Approximately $zr4,ooo was paid to 9r Days, which at the time owned zg9
Church Street. Of the $zt4,ooo, approximateþ $r5z,ooo was for rent and the
balancelr was classified as "loans". There was no formal documentation between
CO and 9r Days with respect to the amounts transferred. These amounts were
never repaid.

a

a

o

a

See the Transcript questions SS4 to 592 and 662 to 697 for the portions of the
Examination dealing with these matters.

In addition to the admissions by Peter Sbaraglia with respect to the use of CO
investor funds for personal purposes, there are several admissions in the August
tg,2oLo letter ('August 19th Letter") provided to the Receiver by Davis Moldaver
LLP ("Davis"), counsel to the CO Group. These include an admission that the
mortgage payments on the Sbaraglias' home at 63 Second Street and their
condominium at 38r Ellis Park Road ("Ellis Park Condominium") were paid
directly from investor monies.

n During the period reviewed by the Receiver, being January g, zoo6 to July 26,2oto, the Account records
reflect that approximateþ $9r3,ooo was transferred from CO to Mand Assets and approximately $5oo,ooo
was repaid by Mand Assets to CO. Accordingly, as at the date of this report the net amount owing by Mand
Assets to CO is $48,ooo.
l0 At the commencement of the proceedings, it was represented to the Receiver that Mand Assets was owned
go",6by Mander and 5o% by Mandy Sbaraglia. Subsequentþ, the Receiver was advised that Mandy Sbaraglia
owns too% of the common shares of MandAssets.
tt With the exception of approximateþ $5,ooo that was classified as a reimbursement of expenses to 9r Days

for amounts paid by 9r Days on behalf of CO.

RSM Richter
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"Follou:ìng otn elíents' ínuoluetne.nt u:íth Robert Mande4 the
tnortgage pøgtnents on theír hotne ønd. the EIIís Pork condotníníutn
u) ere rnalde frotn díuídends Peter Sb orrøglía reeeíu ed. frotn CO Capíto.l.
These.funds were reeeíued. dírectlA .frort lenders to CO lemphasis
addedl. They ørenot EMB or /Motnderfunds."

As discussed in the Receiver's sixth report to Court dated July 3o, zoro, the
Sbaraglias, through 9r Days, recentþ sold 239 Church Street for $r.25 million.
This property was owned by gr Days and was purchased by it in April, zoo5 for
$r.r million, of which #T7o,ooo was fìnanced with a mortgage from RBC. In
addition to the mortgage, there was also an RBC line of credit that was secured
against the property. The sale by 9r Days closed on or about August 13, 2o1o, at
which time the combined amount owing on the mortgage and the line of credit
was approximately $z35,ooo. As detailed in the table below, principal and
interest paid on the mortgage between April, zoo5 and August, 2o1o, totalled
approximately $78r,ooo, including approximately $7rz,ooo during the time that
CO was conducting its investment business (from January, zoo6 to March,
zoro). In both the August rgth Letter and the affidavit sworn by Peter Sbaraglia
on August 10, 2o1o, the Sbaraglias admit to using investor lmds (including
potentlaþ some from Mander investors) to repay thè mortgagett on 239 Church
Street. It should be noted that the Sbaraglias had no other source of income after
2oo7 as they had both discontinued their dental practices by the end of 2oo7.

2008 2009 2010 Total20062005

Principal
lnterest

Total 64 97

51

46
38

26

51

45
51

34

392
25

17

5

600

181

85 417

The August rgth Letter also states the following regarding withdrawals by Peter
Sbaraglia offunds received from CO investors.

'lAs díreeted bg Mandery Peter receíued. díuídends out of CO Co,píto,l
ín zooT ønd. zoo8, totøllíng øpproxbnotelg $76orooo. It is frnportclnt
to note that thesefunds utere dírectlulro¡nlenders to CO. í.e. money
that canne ìnto CO lro¡n lenders, not f?om Robert Mander or EMB
/t¡nds [emphasis addedl. In ø,ddítíon, øpproxùnatelg $zoTrooo usas
ta,ken out of CO on øuaríetg of dates, (as dírected.bg Mander),.u

t2 The affidavit sworn by Peter Sbaraglia on August 10, 2o1o, states that in excess of $35o,ooo ofpersonal
money went to pay the mortgage on 239 Church; however, after zoo7 the Sbaraglias' only source of income
was investor funds.
13 For the period ending April 26, zoto.

96 22 781

a

o
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3.3,2 Use of lnvestor Money to Fund C0 Expenses

. The Receiver prepared a schedule detailing a list of expenses totalling
approximately $985,ooo which were paid from investor monies. A copy of the
schedule of expenses is attached atAppendix "H".

o A review of the Accounts illustrates that the expenses paid from investor monies
include payroll, legal fees, accounting fees, interior design and renovation costs
for the offices atzgg Church Street.

As referenced in 3.3.r above, CO also paid approximateþ $zr4,ooo to 9r Days,
including rent of approximateþ $r5z,ooo (referenced above) for the office space
atzgg Church Street.

See the Transcript questions 557 to 566.

3.4 Misrepresentations to the OSC

Peter Sbaraglia and his counsel, Aylesworth, made several misrepresentations to the OSC during

the OSC examination in July, zoog and in the undertaking provided by the Sbaraglias and CO to

the OSC inAugust, zoog ("Undertaking").

a

o

a

o

a

Peter Sbaraglia confirmed during the Examination that he was aware that during
the OSC examination his counsel was speaking on his behalf and that the OSC
had "every reason to believe that everything said in the transcript is accurate".
See the Transcript question BB2. A copy of the transcript from Peter Sbaraglia's
OSC examination conducted on July g, 2oog ("OSC Transcript") is attached as
Appendix "I".

Peter Sbaraglia also confirmed that he was aware that his lawyers were
attempting to convince the OSC that the CO Group and the Mander Group had
sufficient assets to repay in full CO's investor obligations. See the Transcript
question 773.

The Undertaking was materiaþ inaccurate and misleading. The Undertaking
failed to list nine loan agreements totalling approximateþ $9.+ million, including
a loan agreement for $6 million between CO and Pero Assets Inc. ("Pero") (the
"Pero [,oan Agreement"). As a result, the Sbaraglias understated the amount CO

owed to investors by that amount. Attached as Appendix "J" are copies of the
nine loan agreements that were excluded from the Undertaking. The Receiver is
of the view that if these obligations had been disclosed, the OSC would have
known that CO was insolvent

RSM Richter
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Peter Sbaraglia advised at the Examination that the Pero Loan Agreement was
excluded from the Undertaking as it was his view the obligations under the Pero
Loan Agreement had been transferred to Mander. During an examination of
Thomas Obradovitch ("Obradovitch"), a director and of{icer of Pero, on October
z7 and 28, 2oLo, Obradovitch acknowledged that he was dealing with Mander;
however, he had not relieved CO of its obligations under the Pero Loan
Agreement. In any event, even if the Pero l-oan Agreement had been transferred
to Mander, Peter Sbaraglia acknowledged in a letter from Davis dated August 24,
2o1o that he failed to disclose in the Undertaking eight CO loan agreements
totalling over $3.4 million.

In the Examination, Peter Sbaraglia was asked if he, around the time of his OSC

examination, discussed the Pero l¿an Agreement with his legal counsel and
specificaþ, whether the liability with respect to it remained with him or had been
tiansferred to Mander. Peter Sbaraglia responded that he did not recall;
however, he did confirm that at no time during the OSC examination or during
his subsequent dealings with the OSC, did he disclose this obligation to the OSC.

See the Transcript questions 1299 to rgtT for the discussion regarding the Pero
LoanAgreement.

The terms of the Undertaking required that the Sbaraglias and CO immediateþ
cease entering into new loan agreements. On August 2t,2oog, 14 days after the
Undertaking was executed, CO entered into a new one-year loan agreement in the
amount of $S4,gzS.

During his OSC examination, Peter Sbaraglia detailed certain investing strategies
used by CO and Mander to generate large returns, including trading real estate.
The Receiver has determined, however, that neither CO nor Mander traded real
estate.

Contrary to his OSC testimony where he advised that CO's transition to real
estate,was "staggered", Peter Sbaraglia testified during the Examination that he
had no involvement in trading real estate and that he was not aware of the extent
to which Mander was trading real estate. See the Transcript questions 7o9 to
787.

Peter Sbaraglia also advised during the Examination that he was not involved in
the trading or investing carried on by CO. He advised that his role was to provide
information and research to Mander. This is inconsistent with Peter Sbaraglia's
testimony to the OSC, where he detailed at length his strategy for purchasing
undervalued assets. See the Transcript questions ro56 to rrzz.

At no time during his OSC testimony did Peter Sbaraglia advise the OSC that the
trading strateg¡r he described had not been successful nor did he advise that by
2oog, CO incurred losses in excess of $2.4 million in the CO Interactive Brokers
trading accounts. Peter Sbaraglia confìrmed that he did not at any time disclose
the losses in the CO Interactive Brokers accounts to the OSC. See the Transcript
questions 5$ to S34.

a
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During his OSC examination, Peter Sbaraglia advised that all of the investors in
CO were very close friends and famiþ and that all of CO's investors "had been to
his house for dinner and had children who have sat in his lap". During the
Examination, Peter Sbaraglia confirmed that this evidence was inaccurate. See

the Transcript questions 426 Io 432.

During his OSC examination, Peter Sbaraglia's counsel, Michael Miller of
Aylesworth, advised the OSC that Peter Sbaraglia had been successfully investing
on his own prior to meeting Mander. (See page I of the OSC Transcript.) This is
contrary to the admissions made by Peter Sbaraglia during the Examination
wherein he acknowledges that he "did not invest in the securities market in a

significant way" prior to meeting Mander and that his own investing was
unsuccessful. See the Transcrþt questions 59to 67.

During the OSC examination, Miller advised the OSC that individuals invested
with CO due to the Sbaraglias' success investing. (See page 9 of the OSC

Transcript.) During the Examination, Peter Sbaraglia acknowledged that when
CO's buõiness commenced in January, 2e,e,6 he only had invested once with
Mander - a $too,ooo investment in September, zoo5 which he rolled over. By
January L2,2c,c,6, CO had four investors who had invested a total of $z75,ooo.
At that date, Peter Sbaraglia did not have any evidence that his initial investment
had been successful. See the Transcript questions 234to 287.

During the OSC examination, Miller advised the OSC that CO did not solicit
investórs. He advised that these people had approached Peter Sbaraglia and
asked if they could invest with him based on the apparent success Peter Sbaraglia
was having. (See page 20 of the OSC Transcript.) This again is contrary to the
testimony provided by Peter Sbaraglia during the Examination, during which he
acknowledged that he solicited his friends and famiþ to invest in CO. See

Transcript questions r93 to zro and 2g4to 235.

3.5 Peter Sbaraglia Agrees He is Personally Responsible to CO lnvestors

Peter Sbaraglia confirmed during the Examination that he represented to the OSC that he would

make his personal assets available to CO's investors to ensure that the CO investors would be

fuþ repaid. See the Transcript questions 4gg-445.

In the Undertaking, the Sbaraglias undertake to apply the net proceeds generated from the

assets listed on Schedule "8" of the Undertaking, which includes their home located at 63

Second Street, Oakville, 239 Church Street and from the Ellis Park Condominium to repay all

the loans owing to investors.

RSM Richter
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Admission of lnsolvency

o Peter Sbaraglia acknowledged during the Examination that the current value of
CO's business and assets is "not very much" and that there are significant
liabilities outstanding in CO. Based on these representations and similar
evidence provided by Peter Sbaraglia in his various affidavits and in the August
tgth Letter, CO has admitted it is insolvent.

o Pursuant to the Undertaking, the Sbaraglias advise that their personal assets,

including zB9 Church, 63 Second Street and the Ellis Park Condominium, were
assets available to satisfr investor obligations. Accordingly, it is the Receiver's
view that it is appropriate to include these assets in the receivership proceedings
sought bythe OSC.

¡ During the Examination, and on various other occasions, Peter Sbaraglia has
indicated that it is his intention to review the specific circumstances of certain CO

investors and to repay in priority those investors deemed by the Sbaraglias to be
in desperate need offunds.

o Peter Sbaraglia also advised that it is his view that he is in a better position than a

receiver to realize on the assets and distribute the proceeds to creditors. Peter
Sbaraglia and his counsel have not explained why that is the case.

See Transcript questions 486 to 49o and questions 1342 to 1389 for the portion
of the Examination dealing with these matters.

4. CO INVESTOR OPPOSITION TO THE RECEIVERSHIP

In the affidavits sworn on September 15, 2o1o, and October 13, 19 and 26, 2oto,
by Catherine Garbig, a law clerk at Davis, it was represented to the OSC that the
majorþ of the CO investors are opposed to the appointment of a receiver over
the buslness and assets of the CO Respondents, and that the CO investors are of
the view that they have a better chance of recovering their investments if the
realization and distribution process is left to the Sbaraglias.

Although the above referenced afüdavits included letters signed by a majority of
the CO investors, these letters are substantiaþ similar and do not appear to be
independentþ drafted by the investors, and it is unclear to the Receiver what
representations have been made by the Sbaraglias to the CO investors.

a

a

a
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a

The single largest creditor of CO, being_Pero (Obradovich), represents at least
approximateþ 96%14 of the claims in CO15. The Receiver understands that Pero
continues to support the relief sought by the OSC.

It is the Receiver's view that any distribution to creditors should be handled by an
independent officer of the Court to allow for the fair treatment of creditors and to
ensure that no creditors are preferred.

5. ESTIMATED MONIES AND BENEFITS REGE¡VED BY THE SBARAGLIAS

The Sbaraglias received at least $z.S milliontu personally during the period January, zoo6 to

July, zoro. This excludes any benefits that they may have received from using CO's corporate

credit card, monies advanced to 9r Days to service its mortgage and transfers to Mand Assets.

6. CONCLUSION AND RECOMMENDATION

As detailed in the Seventh Report, the Receiver was of the view that a receiver should be

appointed over the CO Group in order to have a Court-supervised process underlaken by an

independent officer of the Court. Based on information obtained since the date of the Seventh

Report, the Receiver continues to be of the view that this is appropriate, particularþ because the

admissions of Peter Sbaraglia during his Examination make it apparent that he was involved in

a Ponzi scheme and that CO is insolvent. The Undertaking pledges personal assets of Peter and

Mandy Sbaraglia, including realty owned by gr Days, and accordingly, the receivership order

should include all of the business and assets of the CO Group. Entitlement to the proceeds of

realization is an issue for another day that would be subject to the Court's approval.

ta Calculated based on the total of all claims referenced on the schedule to Catherine Garbig's affidavit sworn
October 26,zoto.
It Pero maybe a larger creditor depending on how claims are valued. No claim process has been undertaken
to date.
rþproximateþ gz.r8Z million from CO (net of amounts advanced by the Sbaraglias to CO), plus
approximately $357,ooo directþ from the Mander Group (net of amounts advanced by the Sbaraglias to the
Mander Group).

RSM Richter
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All of which is respectfully submitted,

Q:,* /¡..1L "

RS¡M RICÉII'IJ-R INC.
IN TTS CAPACITY A'S COTTRT-APPOINTED
RECETVER OF THE EST/IIE OF ROBERT MANDER,
E.M.B. A'SSET GROTIP fNC. AÌ\TDTIIE REII\TED ENIITIES
AI\TD NCIT IN ITS PERSIONAL CAPACITY

RSM Richter



Appendix ß^))



Present.I,ist o.f CO Related Entitlesr
9r Days Hygiene Services Inc.

MandAssets Inc.
ztg1za40ntario o/a Atlas Global Fínancial Services

Mountainview Asset Management Ine-
Pero Assets Inc. (for the period prior to December 4, zooS)

z2oro43 Ontario Inc. o/a Claimatrix
Dr. Sbaraglia Professional Dental Corporation

Knieht and Gale Health Services Inc.

1 Subject to change.
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Court File No.¡ ro-86r9-ooCl.

O¡JrTARIO
SUPERIOR COI.]RT OF JUSTICE

(COMMERCIAL LIST)

B ETWE EN:

SA CAPITAL GRO\MTII CORP.
Applicant

- and-

CHRTSTINE BROOIGSA,S EXECUTOROF THE ESTATE OF ROBERTMANDER'
DECÉASED AND E.M.B. ASSET GROUP INC.

Respondent

rN THE MAITER OF RIJLE 4.o5ßxc) oF THE ß:ULES OF CIWL PROCEDURE
AND SECTION ror OF TTIE¿OURTS OF JUSTICE ACT, R.S.O. 199or C- C.43,

ASAIVIENDED

FOURTH REPORT OF Rsil,t RTCÍITER rNC.'
AS RECETVER

July e, zolo

1. INTRODUCTION

This report ("Report) is filed by RSM Richter Inc. ("Richter") in its capacity as receiver

(,,Receiver,') pursuant to an order of the Ontarío Superior Court of Justice ("Court") dated

March tT, zoto ("Receivership Order"), as amended by orders of the Court made on March rZ

2oro, March 19, 2o1o and March 91, 2o1o. A copy of the Fresh as Amended Receivership Order

(the "Ordet'') is attachedasAppendix "Æ'.

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 ror of the

Courts of JustíceAct, R.S.O. L99o, c- C.43, as amended'

RSM Richter is an independent member firm of RSM lntemalional,

an frliation of independent accountig ald 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.

("StoneburS/) and Mander Group Inc. ("MGI") ("Related Entities") (the Related Entities, EMB

and Mander are collectively referred to as the "Debtors").

On March 81, 2o1o, due to the death of Mander, this proceedingwas 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) Provídebacþround 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. Brools
regarding certain death benefits and the cash value of Mander's life insurance
policies;

¿1) Summarize other issues in these proceedings for which no relief is presently

sought; and

e) 
:"--î:i.i:i::'ï:ili:i:::,""',',I"",o**",he affairs of co

Capital Growth Corp. ("CO Capital");

o Authorizing the Receiver to take possession of, and realize upon, a Iæxus

purchased in the name of Maria Zurini, with Stonebury monies;

o Requiring Tonin & Co. LLP ("Tonin"), an accountin-gfirm that acted for
cerËain oi aU 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 (Ð
traisfer õash in each of the Debtors' accounts (the "Accounts") to the
Receiver, and (ü) sell any seeurities in the Accounts upon receiving such
writtcn 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
Reõeiver'Jfirst repórtto Court dated March 29,2oLo ("First Report").

1.2 Restrictions

In preparing this Report, the Receiver has relied upon unaudited financial information and

books and records Iocated 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

ofñce, files or a safe, whether presentl¡ in the past and/or periodicaþ, and documents, recotds

and information provided by various individuals and financial institutions. The Receiver has

not performed an audit or other verification of the documents and inforrration it has

accumulated.. The Receiver expresses no opinion or other form of assurance with respect to the

accuracy of any informatíon, 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, zoo8. 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 investíng in

equities (directly or indirectly through entities he controlled or influenced) in order to generate

substantial rates of return on theír 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 ofñcer. All decision making and

investing at EMB was done soleþ 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.

Additíonal background ínformation concerning these receivership proceedings is provided in

the initial application materials, the Receiver's First Reportr, its second report to Court dated

May 28, zoro ("Second Report ) and its third report to Court dated June 8, 2o1o. These

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

I Including its supplementto the First Repor! dated March 3o, zoro.

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, artworþ

jewellery, furniture, a 2o1o Jaguar and sundry other assets. Mander also owned a 2o1o Land

Rover, which was firlly encumbered by Bank of Montreal ("BMO"). Ttre l¿nd Rover was

returnedto BMO on May4, 2o1o.

On June B, 2o1o the Court issued an ord.er 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 2o1o.

RSM Richter
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3.1 RealProperty

A summary of the Debtors' real property is provided in the table below

Listing
Price2

76oo

Estimated
Mortgage

Address
rzz5 Lawrence Crescent,
Oakville ("Iawrence
Propert5/)

17 Stonebury Place,
Freelton ("r7 Stonebu4/)

15o6 Highpoint Sideroad,
Caledon ("15o6 Caledon")

165o Highpoint Sideroad,
Caledon ("r6so Caledon")

zzg Church Street, Oalcville
("223 Church')

zz5 Church Street, Oalcville
("225 Church")

2, 2,OOO
Bank
Canada

654 TDBank

6tz Home
Trust
Company

6go Home
Trust
Company

Title
Mander

Stonebury

Stonebury

Stonebury

EMB

EMB

andComments

Soid. Five acre lot with
4,6oo sq. ft. house.
Transaction is expected to
close on July go, 2o1o.

Sold- rVz acre lot, under
construction. Transaction
closed on June 18, zoto.

roo acre lot with l storey
house. Property was listed
for sale with Royal LePage
Real Estate Senrices ("Royal
I¿page") on April30, 2o1o.

2,9oo sq. ft. townhouse,
commercial or residential.
Property was listed for sale
with.{visonYoung
Commercial Real Estate
(Ontario) Inc. onApril e6,
2()1().

2,9oo sq. ft. townhouse,
commercial or residential.
Property was listed for sale
by Mander with Re/Max Del
Mar Realty Inc. ("Remax")
on February r4, zoro. The
original listing price was
$r.68 million.

zzot

1,499

1,395

r,499

2 Listing prices as at June 30, 2o1o.
3 Represents selling price.
a Represents selling price.
5 Represents selling price.
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Additional information concerning the above real estate is as follows:

a

Lawrence koperty¡ The sale of the Lawrence Property closed on April 26,
2o1o. The transãction generated net proceeds of $6gg,000 after repayment of a
mortgage on the property, selling costs and closing adjustments.

r7 Stonebury: An agreement of purchase and sale for this property was
approved by the Court on June 11, 2o1o. The transaction proceeds are expeeted
to total approximateþ $8o,ooo after repalmrent of a mortgage on the property
owing to ioronto Dominion Bank, commissions and other amounts payable.

15116 Caledon¡ An agreement of purchase and sale for this property was
approved by the Court on June 11, 2o1o and the transaction closed on June 18,

2o1o. The proceeds are expected to total approximateþ $r8o,ooo after
repayment of ã construction lien filed by Hometek Enterprises,o commissions and
other amounts payable on closing.

a

a

3.2 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 zubstantially all of the consigned artwork to the

artists. In certain instances, the consignment documentation in the Galleqy's files was

insufficient to evidence a completed consþment arrangement; however, given the overall

intention of the documentation, discussions with the Gallery manager and the nominal value of

the artwork in question Qess than $r,5oo in virtually all cases), the artwork was returned to the

artists.

In addition to the consigned art there are approximateþ 7o pieces of art? that were purchased by

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

6 Subject to confirmation by the Receiver of its validity.
TArtwork includes paintings, glass sculptures and crystal figurines.

RSM Richter
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3.3 Life lnsurance 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:

Date of Life Insured
($ooos)

Death Benefit8

LTr2OAL Mandet's son
Mander's son
Mandet's son

November z7,2oo:- Mander

October tzrzooz
June tz, zoo3

Mander
Mander

Mander's son

120
7o

t6z
357
2oe

?77

The Receiver's review of Mander's bank accounts indicates that he routínely 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

rtBo.

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 earþ as 2oo3, at which time he

and Tasha Fluke, an associate he met while working at Freedom 55 in zoo3, formed FM Market

Capital Inc. ("FM Capitat"). In Jul¡ 2oo1, 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'1.

8 The death benefit proceeds are net of indebtedness (approximately $z4,ooo) owed by Mander to london Life.
e Current cash value of the policy.

RSM Richter
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The Receiver has also taken into consideration that Mander had substantiaþ 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 Jul¡ zooo, 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 famiþ was not wealthy, contrary to

comments attributed to Mander by friends and investors that his father had substantial net

worth. Mander's financial suceess at Freedom SS 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 vírtually 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 fuIl payment of the insurance proceeds to the

estate.

In correspondence dated May z7,2o1o among counsel to Ms. Brooks, the Receiver and l¡ndon

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;

. SACapital;

o Black Ink Capital Growth Ltd. ("Black Ink*);

. Trafalgar;

¡ Pero Assets Inc. ("Pero") (and Thomaå 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 ("Otìer Investors"). Ttre number of Other Investors and total

amounts invested by the Other fnvestors 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 whieh

entitled the Investors to share the profit on the spread between the returns earnedby Mander or

EMB and the rate of return guaranteed to Investors. For example, if Investors were guaranteed

a zg96 return but Mander generated So% (which he did not), Mander and the Investor would

share on some basis the z5% 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, ínter aha, bank

statements, support for receipts and disbursements between the Debtors and the fnvcstors, and

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

Based on its review for the period September, 2oo5 to March L7,2oto, the Receiver traced the

majority of the receipts and disbursements between EMB, Mander and MGIro accounts, on the

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

followingtablell.

$ooos
NetReceivedfrom

Receivedfrom
Investor

Paid to
Investorl2

Investor/fNet Paid to
Investor

SACapital
Pero/Thomas Ob¡adovichta
Trafalgar
Blacklnk
JS Bradley
Other Investors

Total

15,440
r5,823
4,627

86o
882

r,942
3,775

(r8,++6)
(r,8e4)
(r,sr3)
(ggo)

(r,o6s)
(r,sos)
(rßoz)

13,999
3ral4
(rgo)
(rzB)

437
2,468

1o Mander appeañ¡ to have operated MGI from September, 2oo5 to December, zoo7. 'fhe operations of MGI were
similar to those of Mandet's other investment companies.
1r the Receiver ouly reviewed transactions greater than $S,ooo. Transactions between Mander, EMB or MGI and the
Investors or Other Investors that were less tla¡ $5,OOo are not captur€d in the table.
12 Where applicable, receipts from Investors and payments to Investors include amounts received from and amounts
paid to theirprÍucipals, i.e, t¡ansactions with CO Capital iuclude tra¡sactions with Peter and Mandy Sbaraglia-
13 Excludes approximately gr.9 million paid by Mander to CO Capital for the purchase of shares in ztgTzo4 Ontario
Inc o/a Atlas Global Financial Technologies, a company owned by Mandy Sbaraglia.
ta Includes amounts invested by Mr. Obradovich and companies owned by him. Indudes sçrtain amounts Ínvested by
Mr. Obradovich directlywith EMB.

Represeuts tie net
amountretainedþ
Mander.
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The table reflects that Mander retained approxímateþ $16.2 million of the approximateþ $+S

million that he received. The table also reflects that CO Capital reeeived approximateþ $3

million more than it funded, including approximateþ $r million paid by Mander and his

companies to its principals, Peter and Mandy $þ¿¡egli¿. SA Capital appears¡ to have suffe¡ed the

most significant losses, totalling approximately $r4 million.

The above table excludes amounts paid to fnvestors 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. Accordingty, to the extent that costs were funded or items purchased by Mander in an

fnvestor account, these amounts wouldbe over and above the $16.2 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 Capitaldwfurg 2oog.

Net
eoo6 zooS 2()10

(so) (3,oo6)CO Capital
SACapital
Pero/Obradovich
Trafalgar
Blacklnk
JS Bradley
Other Investors
Total

682 4,1So

Gso)
99

Gq6)
t,O48

49

l,o7l
8,626
31121
(roz)

zz6
(ss)

Ggj

(16)

543
(zs)

ßoz)
(ss6)

(tz8)
437

(8,89+)

Represents largest
apparent claims
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The table below illustrates that Mander, directly and through his related companies, used the

monies from Investors and Other Investors to fund his lifestyle and personal affairs.

Disbursements
Net amount receivedfrom Investors 43,3*

to78Real estate
fuvestments in illiquid start-up companies
Stonebury expenses
Soka Gakkai International
Mortgage payments
Gallery operating costs
Jewellery
Personal vehieles
Tradinglosses - Interactive Brokers accounts
Other identifi ed transactions
Unidentifi ed transactions
Cash Remaiuingr5

t,876

L64

(8,rz$)
(z,qg6)

(rv)
ßzr)
(q+)

(s6s)
@zo)
(so+)
(s6g)

(2,89+)

(T,Too)
(2,496)

(nz)
(gzr)
r,832
(s6s)
@to)
(s+o)
(s6g)

(z,t4g)r45
z,8z3 G,45r) (z,sz8)

4g,4go (49,457) 33

Netfunds
retained by
Mander

Mander spentthe monies he retaiued on thefollowing:

The purchase of real estate in his owu name, EMB, Stonebury, a venhrre in
Barrie, Ontario with Thomas Obradovich and for a famiþ member (see Appendix
"D" for details of each transaction);

a

Investments in illiquid start-up @mpaniss (see Appendix "8" for details);

"Business" expenses, such as those related to the constmction and maintenance
of the Gallery;

Stoneburytu expenses, inelurting a $78,ooo Iæxus purchased by Stonebury for
Ms. Zurini, a Stonebury employee. Details of the Stonebury e:(penses are
provided in Appendix "F";

Donations to Soka Gakkai International ("SGI"), a Buddhist organization to
which Manderbelonged (seeAppendix "G" for details);

Investments in securitíes - he incurred significant trading losses (see Section 5.r
below); and

15 Represents tle approximate cash remaining in all of Mander's combined bank accounts 
"o¿ 

¡2¡ling accounts at the
oommetrcement of ttre receivership proceedings.
16 Stonebury owns the real estate at the following municþal addresses: r7 Stonebury, rSo6 Caledon and 165o Caledon

a

a

a

o

o
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o Personal assets for himself, including jewellery, vehicles, artwork and expensive
clothingtT and gifts for those close to him, including a vehicle for a sibling.

5.1 Trading Activity

Questrade lnc.

Mander and certain of the fnvestors maintained accounts at Questrade Inc. ("Questrade") and

Interactive Brokers. The majorþ of the Quesüade accounts were closed or inactive by March,

zoo8. The total amount invested in Questrade accounts through CO Capital, MGI and Mander

was approximately $r.z million, of which approximately $r million was through CO Capital.

The losses in these accounts totalled approximateþ $564,ooo18, being qZ% of thetotal invested.

lnteractive 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 andTrafalgarre.

A summary of the trading activity in the Inte¡active Brokers accounts for the period from May z,

zooT to February 28, zoto is provided in the table below. Ttre table indicates that the entities in

the table incurred losses approximati\g eeYo of their original amount invested and that the

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

17 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.
18 Includes foreign exchange gains and losses and fees and commissions paid on transastions.
¡e The EMB account was opened by Mander. The Receiver is unsure who opened the Trafalgar accouüt.
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$ooos

Account
EMB
Trafalgar
Pero
Mand Assets2r

Co Capital2z
Total

1,Loo
238

3,720
910

(t,z6z)
(sss)

(z,gt7)
931)

(s6)
(r,899)

(ssB)
(t,g+4)

Withdrawals Losses2o

)
Losses AccountBalance

(zq%)
(5t%o)

(sg%)

1

54
L7

6g
135ro,B9z (+,826)

With the exception of Mand Assets23, Mander's position and/or capacity in respect of each of the

entities listed in the table above is as follows:

. Trafalgar was 5o% owned by Mander. The other 5o% was owned by Heather
Shantõra. According to Shantora, Mander traded extensiveþ the Trafalgar
account;

. Pero was originally owned equaþ 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, zoo8; and

Mander owned So% of CO Capital from early zooT to November, zoo8. 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

Cãpital and EMB/Mander remained highly interLwined even after Mander
resigned.

a

20 Includes uurealized gains and losses, foreign exchange gains and losses and fees and commissions paid on

transactions.
2r Funded primarily by CO Capital prior to November 30, 2oo8, during which time Mander was part owner of CO

Capital.
22 Information is for the period from May z,2oo7 to November 30, zoo8, after which Mander's role at CO Capital is
said to have discontinued.
23 The Receiver is still trying to confirm what, if an¡ role Mander had with this entity.
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5.2 Real Estate lnvesting 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 165o Caledon for $z million in June, zoo8. Comparable
properties have recently sold for approximateþ half of that amount;

Mander purchased r7 Stonebury for $939,ooo in June, zoo8. The Receiver has
been advised that there are eurrently two properties listed for sale for $899,ooo
on Stonebury, each of which has been on the market for approximateþ one year.

The Receiver understands that the two properties are eomparable, but superior to
17 Stonebury. 17 Stonebury is subject to ^a 

sale by the Receiver for $76o,ooo,
which is less than the price paid by Mandefo; and

Mander purchased the Lawrence Property for $z.g million in October, 2oog.
This property was recently sold by the Receiver for $e.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.

2a The two listed properties may be a better comparable then the Receivey's sale as that was Mandet's residence at the
time ofhis death.

a

a
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Mander also used his real estate as a source of liquidity, when recessary. The table below

provides a summary of properties mortgaged by Mander (through Stonebury and EMB) well

after the dates that he acquired the properties.

Purchase Date
t7 June 20,
zz3Church Junezo,eooS

Date
September t,2oog
October 7,2oog

Mortgage
A:rrount Purehase Price

939
1,2OO

6g+TD
HomeTrust
Company
HomeTrust
Company

6tz

6go t,46ozz5 Church October to, zooS October 7,2oog

t,876 3,5S9

Mander closed on the purchase of the lawrence Property on Octobet 7, 2oag, the date the

mortgages were taken on 22g Church and. zzg Church ("Church Mortgages"). Mander's agent

for the L¿wrence Property transaction has advised that Mander had to delay closing repeatedly.

The Lawrence Property was purchased for $2.9 million, of which $z million was funded with a

mortgage from HSBC Bank Canada. Ttre remainder of the purchase price was funded from the

proceeds received by Mand.er from the Church Mortgages. The remaining fund.s sourced from

the Church Mortgages were deposited by Mander in his main EMB bank aeeount, from which

various items were funded, including loan repayments.

6. CO CAPITAL GROWTH CORP.

CO Capital was established in zoo6 by Peter Sbaraglia and his wife Mandy Sbaraglia. CO

Capitat obtained funds from investors in return for a guaranteed rate of refurn. 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, zoo6 and November, 2oo8, Mander was a director and

officer of CO Capital. In earþ zooT Mander became a shareholder of CO Capital, an interest he
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owned until November, zoo8. During the period January, zoo6 to November, 2oo8, it appears

that Mander was in charge of CO Capital's investing and, as noted, held the title of Chief

PorÉolio Strategist.

In late 2c,c,6, 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 adviee regarding the business that CO Capital was engaginS h, in terms of compliance

with the Securíties Act (Ontarío). Specifically, CO Capital borrowed funds pursuant to loan

agreements, whích guaranteed high fixed rates of return to its investors. Accord.ingly, Peter

Sbaraglia appears to have been involved in the development of a structure whieh was used to

borrow funds from investors.

In November zoo8, 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, soo8 Mander traded some CO

Capital investor funds in CO Capital's investment accounts and some CO Capital funds in

accounts he controlled exclusiveþ after November zooS CO Capital advanced to Mander and

EMB the funds it sourced from its investors. Mander discontinued trading the CO Capital

accounts after November, 2oo8.

6.1 OntarioSecuritiesCommissionlnvestigations

In July, zoo8, an order was issued under section u(r) of the Seeunr¡es,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 JuIy g, zoog ("sbaraglia Examination") and Mander was examined under oath on July r5,

2oo9 ("Mander Examination") ffointly, 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, itbecame 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. Specificall¡ during the Mander

Examination, Counsel advised that't:

"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 rnoney and a loan
that was mad.e 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

25 
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 'Tntroductory

Note" that stated, underthe heading "SufñcíentAssets":

"The CO assets and the personal assets of Peter and Mandy
Mander are collectiveþ adequate and availahle to insure [sic]
honoured. as they come due."

Sbaraglia and Robert
that the notes will be

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

corporations (including EMB) were attached to the IntroductoryNote,

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

Sbaraglia Examination, Counsel responded as follows:

"MR. MILLEFfó: Most of the money is not in brokerage accounts. Most of it is in real
estate.

MS. DUBLIN2T: That's rights.

THE WTINESS28: And Venture.

MR. SHAHVIRI'?e: 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 clarifr, 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. Ihey're in various
with Robert Mander. But t]le notion is these are held or
tlre obligations to t]le ICO Capital's] lendens."

corporate narnes
traded to sustain

26 Michael Miller is a lawyer at Aylesworth LLP.
27 Jr¡lia Dublin is a lawyer atAylesworth LLP.
t8 The "Witness" and Mr. Sbaraglia are used interchangeably in the OSC documentation of the Sbaraglia E¡<amination.
2e Mehran Shahviri is an investigatorwith ttre OSC.
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After discussing certain smallerventure 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 $4oo,ooo. 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 ro. 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 cument ones. Of course, they have been buying and selling on an ongoing
basis.3o

So when you add up the anticþated value or the estimated market value of these
properties and the other assets, you have a figure that is in excess of the $ro-million
that's owed. And a lot of it is real estate."

With respect to the assets being held by CO Capital to support íts loans, the following exchange

takes place:

"MR- SIIAHVIRI: But if I have understood you correctly, the list of properties at tab ro
constitute the bulk of the assets of C.O.?

MR- MILLER: Yes, vast majority.

MR. SHAHVIRI: Plus there's about maybe half a million in cash?

THE WTINESS: 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 ís 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:

30 'lhe Receiver has not seen any evidence to support the statement that Mander and/or CO Capital was "trading" real
estate. Mandet directly or through Stonebury and EMB did purchase real estate, most of which he subsequently
mortgaged.

RSM Richter



Page22

BYMR. PAI.ICHUËI:

"18. a. ...So you have g4-million to pay back from January to December 'o9. And I'm
just doing i{ - let's call it a hypothetical problem. So it's approximateþ $4-mi11ion,
January lst, 'o9, to December g1st, 'o9. So you have to be liquid for that amount -
A-t2 Right.

19. a. -- atvarious 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, tù.ere's a value to them, and you absolutely can access liquid cash

because of the value of the assets."

BY MR SHATIVIRT:

2a. a. 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.

2L. a. 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.

22. a. They are not your properties?

A No.

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

THE WTINESS: Yes.

MR. MILLER: Yes. T?reyrre in the name of Mander's company. But Mander
will tell you that they're all held supportingttrese investrrrents.

MR. HORGAIT33: Those are the properties at tab ro?

MS. DUBLIN: Yes. Yousee - -

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

3r Don Panchuck is an investigator with the OSC.
32 ",4." indicates answers providedby Peter Sbaraglia.
33 Sean Horgan is counsel for OSC.
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MR. PANICHUK: So does C.O. own these properties or have title to these properties?

MR. MILLER: No.

MS. DUBLIN: No. See, there's this synerry 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 basieally an IOU.
Ttrere'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 investrrrents were being
made wfth the borrowed money and were being made in order to create the
grorvth needed to paybackthe borrowed money.t

BYMR. SIIATTVIRI:

23. a. 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?

A. Yes.

24. a. Wentto C.O.?

A. Yes.

25. a. Then it went to Mander?

A. Eventualþyes.

26. a. AndManderboughttheseproperties?

A. Yes.

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

A. Didyougetthe --

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

THE WTINESS: The answer is yes. Is it in there?

MR. MILLER: I want to clarifr. I don't know if there's a written document dated three
years ago that says, EMB holds this in trust for C.O. 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 tnrst for C.O.

Capital.

MR. SHAIIVIRI: But not to be overþ cynical or skeptical, but as of today, we dont 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 za3 Church Street, would we see
EMB Asset Group Inc. as the owners? Is that your question?

MR. SHAÍIVIRI: And secondariþ 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.O.'sbalance sheet --

MR. MILLER: It would show money lent to - I think it's EMB."

BY MR SHAFTVIRT:

a. So C.O. would have liabilities in the $4oo,ooo, and Mander
companies, whether they're EÛIB or whatever, would have the assets; is that
right? So we would have to consolidate ttrese two to get the total picture is
whatyou're saying?

A. Yes.

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

MR. SHAIIVIRI: Again, notionally orbacked up some kind of contract?

MR. MILLER: I think its backed up bytwo people who lrrrst each ottrer. And
that's the understanding, and thatts the way they've been doing it.

MR. SHAIIWRI: Right. So notionaþ, basically.

28.
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MR. MILLER: I dont know. I dont want to say here that there's something in writing.
We--

O. Well, maybe Mr. Sbaraglia can address that. Is it a notional - -

A. It's a notional - -

MS. DUBUN: 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 WTINESS: That won't'be a problem at all.

MR. MILLER: Keeping in mind they went into this business thinking this was C.O.'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- STIAFIVIRI:

a. 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?

29

3r.

3o.

.A" Effectiveþ yeah.

a. 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 knowwhen you see somebody, and you knowthey're good?
Do you knowwhen it just shines out of somebody? When I met him a fewyears 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 properþ
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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Iater on in the Sbaraglia E¡ramination the following exchange tookplace:

BY MR- SHATIVIRI:

"88. a. 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 strategf

Used to be. Mr. Mander is not part of C.O. Capital anymore as of November last

89. a. Whywas 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.O. and I'm EMB. That's the
real -

BY MR SHATIVIRI:

4e. a. Is that it?

A Basically.

4t. a. There wasnt a falling out or anythinglike that?

A. Gosh, no. No, not at all.

MR MILLER: Their offices are rightbeside each other.

BY MR- SHAFIVIRI:

42. a. To this day?

À Yes.

49. a. Does anyone else have anyinput into the running of C.O.?

A. No. Ihave peoplethatworkfor me.

44. a. I mean third party advisors.

A. No, none.

3a November, 2oo8.

A.
year34
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45. a. So you ønd. Mr. Mander reallg tuere the broríns? You urcre the
dírectíng mínds of C.O.?

A. Yes.'

6.2 OSG Transcripts

The full OSC transcripts of the ExaminatÍons are available from the Receiver upon request by

this Honourable Court.

6.3 Deleted Emails

On March 25, zaro, 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 servíces to Mander, the Sbaraglias and other Investors35, and requested that all CO

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

On or about May rg, 2o1o, the Receiver's counsel advised CO Capital's counsel that the Reeeiver

had preserved certain email information and requested CO Capital's permission to access the

stored information. CO Capital consented. The Receiver identifi.ed email correspondence from

and to Peter Sbaraglia that was not previousþ available on the imaged computers, including

emails tlrat were sent to Peter Sbaraglia on March 24, 2oto, one day prior to the Receiver's

attendance at CO Capital.

35 Mander arranged to have tle II consultant and other professionals, such as Tonin and Peter Welsh, a lauyer who
has a professional affiliation with Aylesworth LLP, provide services to the Investorc 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 sufñcient to repay all princþal 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.

7, OTHER MATTERS

7.1 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. Shortlythereafter, Tonin providedthe Receiverwithlimited 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 soleþ owned by Mander and that,

therefore, there may be confidentialþ 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

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

On June 2,zouo, 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 ty¡les of documents were produced:

Tax returns;

Financial statements;

Engagement letters;

Financial statement checklists of work performed;

Tax working papers; and

Invoices issuedto 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.

7.2 Stonebury's Lexus

As noted in Section S above, Stonebury purchased a Iæxus for Ms. Zunni. 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

a

a

o

a

a
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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, 2o1o, the Receiver contacted Ms. Zurini and requested the return of the vehiele

Ms. Zurini advised that she was unwilling to complywith the Receiver's request.

Appendix "H" provides a copy of the purchase agreement for the Iæxus, 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 lnteractiveBrokers

As detailed in the Receiver's Second Report, Interactive Brokers was the primary brokerage used

by the Debtors, particularþ during the period mid-zoo7 to March, 2o1o. 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 g, 2o1o, for relief against Interactive

Brokers. On June g, 2o1o, 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.

7.4 Further ltems

The Receivet's approach ín these proceedings has been to monetize assets in a commercially

reasonable manner on a timeþ basis so that the Receiver has the funding it requires to

investigate the Debtors' affairs. In receiverships with limited assets and complex issues, a

reeeiver 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

recoverles.

The Receiver notes in particular that it is not seeking any relief at this time in respect of a house

apparentþ purchased by Mander for a sibling and significant donations by Mander to SGI;

however, the Receíver 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 ACTIV¡TIES

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

o Retrieving and storing at the Receiver's ofñce documentation and computer
equipmentfrom zz5 Church, zz3 Church and 17 Stonebury;

o Corresponding with authorities and regtrlators;

¡ 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;

o Dealing with the Debtors' utilþ providers;

r Following up with Interactive Brokers and Questrade;

¡ Corresponding with HSBC Bank Canada and various financial institutions;

¡ Changrng locks and alarm codes at 165o Caledon;

. Reviewing insurance documentation;

. Dealing with matters related to the closing of the sale of the Lawrence Property;

r Reviewing and negotiating listing agreements with various real estate brokers;

. Negotiating the sale of 15o6 Caledon andtT Stonebury;

. Dealing with matters related to the closing of the sale of 15o6 Caledon;

. Corresponding with real estate brokers on a frequent basis regardíng the
marketing of the real estate;

RSM Richter



Page 33

Drafting and finalizing the Notices and Statements of the Receiver pursuant to
subsections z4S(r) and z+6(r) of the Banknrytcy and Insoluency Acti

Meeting with two liquidators regarding the sale of the AuctionAssets;

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 \ÂIEPP;

Administering the WEPP process, including providing the required information
to Service Canada andto the former employees of the Debtors;

Reviewing documentation and corresponrling with artists regarding the return of
consignment artwork atthe Gallery;

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

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

Draftingthis Report.

9. CONCLUSION AND RECOMMENDATION

It is evident to the Receiver that Mander was operating a "Ponzí" 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.

IJltimately, 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).

o

a

a

a

a

a

a

a

o

a

a
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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, (iÐ the

history of the transactions between CO Capital and Mand.er, and (iÐ various other factors

including potentially missíng 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 r.r (e), including the immediate realization on the læxus, 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.

*tFlt

submitted,

R,SM RICHTERINC.
IN ITS CAPACITYAS RECETVER OF
E.M.B. A,SSET GROUP INC.,
THE ESTATE OF ROBERT MANDER
AI\D THE REI.ATED ENTITIES
AND NOT IN ITS PERSONAL CAPACITY

RSM Richter
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Court File No.: ro-8619-ooCl.

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

BETWEEN:

SA CAPITAL GRO\MTTI CORP.
Applicant

-and-

CHRISTINE BROOKS AS EXECUTOR OF THE ESTATE OF ROBERT MANDER'
DECEASIID AND E.M.B. ASSET GRO(IP INC.

Respondent

rN THE MATTER OF RULE 4.o5(3xc) oF THE RULES OF CIVL PROCEDURE
AND SECTION ror OF THECOURTS OF JUSTICE ACT, R.S.O. L99o¡ C, C,43

SE\rENTH REPORT OF RSM RICHTER rNC.'
AS RECEIVER

September 9, 2o1o

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 tT, 2o¡o ("Receivership Order"), as amended by orders of the Court made on March t7,

2o1o, March 19,.2o1o and March 31, 2o1o.

Richter was appointed Receiver pursuant to an application by SA Capital Growth Corp. ("SA

Capital") for the appointment of a receiver over the assets, properLy and undertaking of E.M'B.

Asset Group Inc. ("EMB") and of Robert Mander ("Mander") under Section ror of the Courts of

JustíceAct,R.S.O. 1990, c. C.43, as amended.

RSM Richter is an independent member firm of RSM lnternational,

an affiliat¡on 0findependsnt accounting and consulttng frms.
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As a result of the amendments to the Receivership Order, the Receivership Order provides the

Receiver authority regaiding the assets, property and undertaking of entities related to EMB or

Mander. These entities include, but are not limited to, Mand Assets Inc. ("Mand Assets"), Dunn

Street Galiery Inc., Trafalgar Capital Growth Inc., Stonebury Inc. and Mander Group Inc.

("Related Entities").

On March g1, 2o1o, 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 in respect of the receivership proceedings;

b) provide an update on the status of the Receiver's investigation of the business,

assets and affãirs of the CO Group (as defined in Section z below);

Provide an update concerning Mand Assets and issues related thereto; and

Recommend that this Honourable Court issue an order appointing a receiver over

the CO Group.

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 loeations

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 parties, including several financial institutions, the CO

Group, Tonin & Co. LLP ("Tonin"), the former accountant to Mander and the CO Group, and

c)

d)

RSM Richter
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Aylesworth LLp (,,Aylesworth") and Peter R. Welsh, former legal counsel to the CO Group. 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'

2. BACKGROUND

The Receiver presented its fourth report ("Fourth Report") at a motion before the Court on

July 14, 2o1o. The Fourth Report identified issues which the Receiver believed justified an

investigation into the business and affairs of C.o. Capital Growth Corp, ("Co"), Peter Sbaraglia

and Mandy Sbaraglia (the "sbaraglias") and any corporation or entity associated with, related to

or controlled by the Sbaraglias or Co (the "Co Related Entities")' A list of the known co

Related Entities is attached as Appendix "A", (co, the sbaraglias and the co Related Entities

are collectiveþ referred to as the "Co Group"). On the date of the motion, the Court made an

order authorizing the Receiver to conduct an investigation into the CO Group ("July 14tt'

ord'er"). A copy of the July r4th order is attached as Appendix "8"'

The Receiver recentþ became aware that the Ontario Securities Commission ("OSC") has

brought an application (Court File No.: CV-ro-8883-oocl) before this Court to have Richter

appointed as Receiver over the property, assets and undertakings of the CO Group'

This Report is not an exhaustive review of all of the issues and inconsistencies related to the CO

Group, including inconsistencies related to Peter Sbaraglia's testimony before the OSC' The

Report highlights only major issues identified by the Receiver.

RSM Richter
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3. STATUS OF THE RECEIVER'S INVESTIGATION OF THE CO GROUP

Since the making of the Juiy r4th Order, the Reeeiver has commenced its investigation into the

CO Group. Shortly after the motion on July L4, zoLo, the Receiver requested information

concerning the CO Group from various financial institutions. The Receiver only recentþ

received certain of the information it requested, including information received on August 3oth

from the CO Group's main financial institution. (The Receiver appreciates that a reason for the

delay resulted from the breadth of the Receiver's information request.) The Receiver continues

to await additional information from the various financial institutions. As a result of the recent

receipt of this information, the Receiver has not had sufficient time to complete its review of this

information and to prepare and deliver a report to Court.

As part of its investigation the Receiver sent letters to the Sbaraglias dated July 27, eoro and

August 16, zoro. Davis Moldaver LLP ("Davis"), counsel to the Sbaraglias, responded in letters

dated August Lg,zoto ("August 19th Letter") and August 24,2oLo to the Receiver's letters. The

Receiver's letters (exclud.ing attachments) are provided in Appendix "C" and the responses from

Davis (exclud.ing atLachments) are provided in Appendix "D"'

4. APPOINTMENT OF A RECEIVER

The following sections illustrate that:

r peter Sbaraglia's testimony before the OSC in July, 2oo9 was misleading and

incomPlete;

. The CO Group knew, or ought to have known, that the CO Group was not
generating retürns sufficient to satisfii its obligations to its investors;

. The CO Group is insolvent, based on, ínter alia, admissions in.an affidavit sworn

by Peter Sbaräglia on August 10, 2o1o (the "sbaraglia Affidavit"); and

. The CO Group has advised that it may wish to pay amounts allegedly owing to

family members in priority to other creditors.
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For these and. other reasons, the Receiver is of the view that it is appropriate that the Court issue

the order requested by the OSC placing the CO Group in receivership.

4.1 The OSC Undertaking

¡ In July, zoog, an order was issued under section u(r) ofthe Se-curities_Act by the

OSC authorizíngan investigation of Mander, CO, Peter Sbaraglia and Pero Assets

Inc. ("Pero").

o During July, zoog, Peter Sbaraglia was examined under oath by the OSC

pursuant to'a Suñmons dated Jrrtre zg, 2oog. Thereafter, Peter Sbaraglia

itouia"a the OSC with an "Undertaking" setting our, ínter alia, that the assets

ilisted on Schedule "8" to the Undertaking were purchased with CO investor funds

and that those assets were to be used to satisfy the CO investor obligations set out

on Schedul" "X; of tn" Undertaking. the Sðhedule "8" assets, when combined

with the assets-listed on a schedulJattached to a statutory declaration-qrovided

¡V nf""¿". to ttre OSC (the "Statutory -Declaration"), 
apqealgd.to b_e sufficient to

rátirfy tn" õO i""estoì obligations listed on Schedule ",{" Copies of the

Urr¿"îtutingãa ilt* Statutor! Declaration are attached as Appendices "E" and

"F", resPectiveþ.

o In August, zoro the Receiver interviewed Michael Müler and Julia Dublin of

eylesríorth, counsel to Robert Mander, Peter sbaraglia.a"d 99. The Receiver

ieärned from the interviews with Dubtin that the intention of the Undertaking

and the Staiutory Declaration was to illustrate to the OSC that the collective

assets of Vfà"der, BMB and the CO Group were sufficient t9 fully repay the

obligations òf CO to its investors. In essence, $e approach taken by Peter

Sbaiaglia unã ttit counsel was that notwithstanding -any 
of -th" CQ Gloqp's

u"ti',ritÏ6, thã assets were suffïcient to satisfo the obligations and accordingly "no

harm, no foul".
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The Undertaking was materiaþ inaccurate and misleading. TttS Undertaking

taite¿ to disclosjobhgations totalling more than $9 million. Diselosure of these

ãUiigutio". would haîe made it cleãr to the OSC that the eombined assets of
Manäer, EMB and the CO Group were insufficient to fully repay CO investor

obligations. A summary of the excluded obligations is as follows.

Loan Number Loan Due Date Amount

2,000,000

50,000

1 50,000

69,300

6,000,000

400,000
500,000

150,000

11 .A

132-C
137-C

155-D
157-C

1 67-B

176-C
177-M

179-C

May 15, 2009

October 9, 2009

October 30, 2009

February 25,2010
March 1,2010
June 17, 2009

June 1, 2010

June 1,2010
July 20, 2010

a The terms of the Undertaking also required that the Sbaraglias and CO a-gree to

cease entering into new loan ãgreements. Peter Sbaraglia also repre_sented under

oath that he úas no longer ta[ing loans. On August 2L, 2oog, 14 days after the

Ùodu"tukittg was executãd, CO entered into a new one year loan lgfe1melt in the

amount of $i+,gzSr. A copy of this loan agreement was provided by Davis to the

Receiver on August 24,2o1o,

The Undertaking states that all of the assets listed on Schedule "B" were acquired

using investor mlonies. Sehedule "8" included the Sba-raglias'residentís"lhotne
and iour other assets owned by the CO Group. The Sbaraglias' residential home,

a condominium which the Receiver believes is presentþ occupied by Mandy

S¡ár"gtiu'. mother located at 38r Ellis Park Road, Toronto (the "Ellis ?ark
Condominium") and the 239 Church Street property appear to -have been

purchased príor to the óómmencement of CO's dealings with Mander'

Àccordingly] it appears that the statement regarding use_of investor funds in the

Undertaking wai- inaccurate. The decision to includ.e these pro_perties on

Schedule "È" was consistent with the strategy adopted by Peter Sbaraglia to

address the OSC concerns; that is, it assisted Peter Sbaraglia to represent that his,

EMB,s and Mander's assets were sufficient to satisfy co obligations.

a

I Loan agreement number r83-F,
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. The fair market value of the Sbaraglias' home (63 Second Street) was listed on

Schedule "8" of the Undertaking aJbeing.$4 million. In the Sbaraglia Affidavit,
peter Sbaraglia states "or.tr hõtne wíll be lísted at approxbnotelg,$2.9
tníIlíon, ti the renou atíons hard. b een cotnpleted dt ¿r.ras e stbno:ted- that
ítusould"ñg¿ue auø"lueín excess of #qtníIl{on". It appears that the value of
this property may have been inte-ntionaþ_ overstated during the OSC

examiïatiott io rupport the assertion that Mander's and the CO Group's- assets

were sufücient to åtirfy tfr" CO Group's obligations. (The Receiver notes that the

Sbaraglias did obtain ai "estimate of value" indicating that-the home.had a value

ãi g+"miltion. Because of the difference between the listing price and the

estimäte of value, the Receiver places little weight on the "estimate of value".)

lnvestment Activity

peter Sbaraglia detailed during his examination before the OSC certain investing

;;;1di; uied bv Co and Mãnder to- generate large returns. These included

tradin! real estatã. The Receiver has determined, however, that neither CO¡or
Mándãr traded real estate. The Receiver identified that between September,

;""; and March, 2o1o, Mander sold only two pieces, of real estate. These sales

gene"rated profit before sellþg costs of approximateþ $4S,ooo. The following

statement was made by Dublin during Peter Sbaraglia's examination regarding

the trading of real estate.

PageT

"And. gou wíll see the real estate holdíngs øre at tøb to. And. that's
ushere reallg the bulk of the uø;lue ís. It's ín these propertíes tho:t
R;ob ert M arnder ac quír e d- for uenture. Andthese are eurrent o'rtes, af

[emphasis added]."

During the examination the following exchange took place regarding the real

estate.

Mr. Shahviri2: "Whett díd. you tno¿ke the trølnsítìon to reø:l estate, or
rnas it støggered?"

P. Sbaraglia. "Støggered.. (Inderstønd that that page there does not
belong - - those ørenTtny propertíes."

Mr. Shahvi ri: "Theg are not Aoruî properties?"

P. Sbaraglia. "No."

Mr. Miller: ,,Yes. Theghe ín the rranrlre of Mander's cornpg;ng. But
lWoid.", wíll tell gou tñat they're hetd" supporting these ínuesttnertts."

2 Mehran Shahviri is an investigator with the OSC'

o
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Mr. Horgan3: "Those are thepiopertíes at to.b 7o?"

Ms. Dublin', "Yes. Yotr see -'"

Subsequentþ the following exchange takes place between Mr. Shahviri and Peter

Sbaragiia regarding the reil estate and his investment strategy generaþ.

Mr. Shahviti: ,,Dr. Sbaraglíø., f don't rneunJorAotL to gíue glwg,y Vouir
propríetary troLdíng seõtets heye.. That's not usho;t I'tn ffier. But I\n
ã Uitt" p.rfilexed. {f the butk of the cssets are held ín real estote ' '"

A. "Todagt'

Q. ,.As of tahen, though? You know whoit I'tn gettíng at? Where does
the z5%o corne{r:orn?"

A.. uCanI speø"k - - "

Q. "Sure. Absolutelg"

A. ,r&crsíccrllg, uhoLt I do is loolc for ualue. And.-I'rn not ø trad.er of
equítíes. I\n not a reo;l estate speeulotor. I\n not a d'eueloper.
Ëe,atlg, ctll I do is go oLround lookíig for thíngs that qre under^ualued
greatly."

peter Sbaraglia continues in his examination to explain_.in detail his str-ategy of
purchasing îndervalued assets. The excerpt 9f _the discussion regarding the

investmenî sûateg¡r is attached as Appendix "G". Based on its investigation, the

Receiver believes that there are numerous inaccurate and misleading comments

in the excerpt.

CO and Mander to their investors, including David Amato and

Thomas that they were generating large profits trading equities and

options Similar comments are alleged by a CO investor, Dr. Joseph Radice, to
have been made to him by Peter Sbaraglia, as detailed in a Statement of Claim

dated June 24, 2o1o. A copy of the Statement of Claim is attached as APPendix
*H'. The table belouf, however, illustrates that the CO Group consistentlY

suffered losses in its trading accounts

3 Sean Horgan is legal counsel to the OSC'
a Based on discussions between the Receiver and Messrs. Obradovich and Amato'
s Includes unrealized gains and losses, foreign exchange gains and losses and any fees and commissions

charged against the accounts.

a
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Total Total

Year

2008

2009
20107

(27',)

(51)

17

(4,265)
(e1)

21

(21)
(35)

(33)

17

co co

(350)
(2,058)

(34)

6

a

a

6 percentage gains and losses are calculated using the following formula: gain or loss/(opening account

balance + new deposits in the period).
7 For the period ending April 30, 2o1o.
s The Receiver does not know the exact date that Mander moved his offices from 239 Church Street to 223

Church Street,

The Receiver is of the view that the Sbaraglias had knowledge, or should have had

knowled.ge, of the losses that were being incurred. In this regard,.the Receiver

revieweõ ihe fi|es of the CO Groupts accountant, Tonin, which included
documents provided by the Sbaraglias to Tonin detailing CO_ investor interest
obligations änd the gains and lossès in each of the CO, Mand Assets and Pero

trading accounts mãintained at Interactive Brokers Canada Inc. ("Interactive

Brokerî"). These files indicate that the Sbaraglias appeared to be tracking the

performánce of the trading accounts and were awâre of the results. Copies of
ih".. documents are attached as Appendix "I". It should also be remembered

that between April, zoo5 and around June, 2oo88, Mander and CO shared space

at zgg Church Street and that Mander's trading success was similar to CO's (see

eppenaix "J'which provides an excerpt from Section 5.r of the Fourth Report).

In his testimony to the OSC, Peter Sbaraglia prwi{ed great detail -about 
his

personal investment philosophy ar-rd how he ereated value to_generate the returns
?or the investors. Hè reprelented to the OSC under oath that he was an active

investor and participant in the investment decisions relating !o thl CO investor's

money. Thisìestimbny is inconsistent with his currelt position that he and Ms.

Sbaraglia were duped Ly Mr. Mander and that he had no knowledgg of how the

investãr funds weie being invested or Mr. Mander's activities. In addition, in his

affidavit sworn on Auguit 10, 2o1o, Peter Sbaraglia states that approximately

$zS.g million was lent to CO and approximately $r8.9 million went to Mander'
'ittä ãif"."nce of gZ million remaiñed with CO and has not been satisfactorily
accounted for. Further, in documents submitted to the OSC as well as in
testimony before the OSC, Peter Sbaraglia advised that he and CO held trading
accoutt""and also had maáe private equity investments in various venture capital

projects. Once again, this isinc_onsistent with po-sition that he and Ms. Sbaraglia

il.í" dop"d by [ir. Mander and were not activeþ involved in the investment of
investor monies.

Pero
($)

Pero
(t/t\

Mand

Assets
(%)

Mand

Assets
($)

(38)

17

I

(374)

14

3

16

(4e)

(57)

22

5
(1,833)

(71)

12

30) I (35il (36)
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4.3

. The accounts maintained by CO and Pero at Interactive Brokers were opened by
peter Sbaraglia and the Vtan¿ Assets accounts at Interactive Brokers were opened

by Mandy 
-Sbaraglia. The account _setup documents included agreements

authorizing , Ìnter ãlfa, Interactive Brokers to send monthly account. statements

in electronic format to the account owners. Had the Sbaraglias reviewed these

statements - which they likety did or should have done - they would have

certainly realized that losses were being incurred.

. The Receiver also reviewed the conespondence files of Miller and Dublin. The

Receiver identified an email from Dublin to Mandy Sbaraglia dated June 24,

zoog in which Dublin makes inquiries of Mandy Sbar-aglia as to how CO had

beeí able to repay investor obügãtions and how it will be able to manage the

remaining loans fór the following three years. Dublin advised the Receiver that
Mandy SËaraglia did not respond to those questions although sh-e did respond to

other'questioîs in the samè email. A copy of Dublin's email is provided in
Appendix "K".

Personal Use of CO lnvestor Monies by the Sbaraglias

¡ In the August rgtr', Letter, Davis advises that the mortgage payments made in
respect oí th" Sbaraglias home at 6S Second Street and the Ellis Park

Coñdominium were sourced from investor monies'

,,Fohlouíng o:ur clíents' ínuoluement wíth Robert Mand.er, .the
tnor.tgageþøyrnents on theìr hotne oLnd the,ElIïs Pork condotniníutn
,o.rn"rnâd.ô1":"r"díuíd.end.sPeterSbaraglía7ss"]uedlrotnCpCø:píta-L.
These funis were receíued dírectlg fto^_lend.ers to CO lemphasis
addedi. Theg orrenot EMB or Mo.nderfunds."

o The August rgth Letter also states the following regarding withdrawals by Peter

Sbaraglia of funds received from CO investors.

,As dírected bg Mantder, Peter reeeíued díuíd,ends out of CO Cø;pítoi-
ín z o o 7 ønd z o o 8, totallíng apptoxímøtelg $ 76 o, o o o. /f i" írnportønt
to note tla6¿t thesefunds were dírectly.frornlenders to C0, í,e. tnoneU
tho¿t eanrre ìnto CO lTotn lenders, not fi'om Robert Mander or EMB

/unds [ernphasis addedl. In o;ddítíon, approxbnatelg $zoTrooo usø's-takenout-of 
CO otts.uaríetg of døtes, (as dírected.by Mander)...'

RSM Richter
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a

a

As discussed in the Receiver's sixth report to Court dated July 3o, zoro, the

Sbaraglias recentþ sold 239 Church Street for $r.25 million. The property was

purchäsed by gr Days Hygiene Services Inc. ("91 Days") in April, zoo5 for $r.r
irrillion, of whích $iZo,oõo was financed with a mortgage from Royal Bank of
Canada ("RBC'). The sale by gr Days closed on or about {rgUst 13, 2o"1o, at

which time the mortgage on the property was approximately $168,ooo'. As

detailed in the table bèlow, principal and interest paid on the mortgage betw-een

April, eoo5 and August, ãoro, totalled approximately $783,ooo, i¡cluding
approximateþ gTtz,ooo during the time that CO was conducting its investment

buãiness (from January, 2006 to March, 2o1o).

$000s

2005 2006 2007 2008 2009 2010'" Total

Principal
lnterest
Total

3B

26

51

46

51

45

51

34

392 17 600

25 5 181

64 97 96 85 417 22 781

The August rgttr Letter and the Sbaraglia Affidavil'r provide evidence that Peter

Sbaraglä stopped working as a dentist in March, zooT and Mandy Sbaraglia

stoppðd wortiing as a dentist by the end of 2oo7. In both the August^rgth Letter

unå itt" Sbaraglia Affidavit, the Sbaraglias admjt to using- in excess of $35o,ooo
of investor fuãds to repay their morigage. The table above suggests that the

investor funds used to service the mortgage significantly exceeded $35o,ooo.

4.4 91 Days Hygiene lnc.

. The Undertaking indicates that the registered owner of. zgg Church Street is

Mandy Sbaraglia-; however, this property is own_ed by-91 Days Hygiene Services

Inc. ('ï9r DayJ'), a company owned by Mandy Sbaraglia- -Because 
thi_s property

was ûsied inthe Undertaking as an asset available to satisfu investor obligations,

the Receiver believes that ii is appropriate that this entity be included in the

requested receivership proceedings.

e The account statement provided by RBC reflects that the last payment made with respect to the mortgage

was in April, zoro.
r0 For the period ending April 26,2oro.
rr The Sbaraglia Affidavit states that Peter Sbaraglia stopped working as- a dentist in zooT and Mandy 

_

Sbarag¡a stJpped working as a dentist inzooTlãooS. ihe August rgth Letter provides the more specific

dates,

RSM Richter
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Admission of lnsolvency and Potential lntent to Prefer

r The Sbaraglia Affîdavit references that the Sbaraglias' only _assets are the net

proceeds oÍ sale from the 239 Chureh Street transaction and their home at 63

Second Streetr2. The Sbaraglla Affidavit references the value of these assets to be

approximately gz.rS million, net of mortgages of approximllely $.2 million. The

S|äraglia ¡füdavit ãko states that the CO Group has liabilities in excess of $7
million. Based on these comments, and additional information regarding their
assets and liabilities set out in the August tgth Letter, the CO Group has admitted
that it is insolvent and that it cannot satisSr its obligations.

. During an attendance at Court on August t2,2o7o, submissions were made by
Miltoñ Davis of Davis that CO and its principals wished to repay certain
obligations to family members. Based on these submissions, it appears that the
Sbaiaglias may wish to prefer the interests of certain investors over other
investors.

4.6 Mand Assets

Mand Assets is one of the Related Entities subject to the receivership order in the Mander

proceedings. Mand Assets was incorporated in Aprii, 2oo7. At the commencement of the

receivership proceedings it was represented to the Receiver that Mand Assets was ovrned 5o%

by Mander and 5o% by Mandy Sbaraglia. Subsequentþ the Receiver was advised that Mandy

Sbaraglia owns roo% of the common shares of Mand Assets. Mandy Sbaraglia has taken the

position that Mand Assets should not be subject to the Mander receivership proceedings.

In conducting its investigation, the Receiver reviewed the manner in which Mand Assets was

capitalized. The Receiver identified that Mand Asset was capitalized through advances totalling

$9ro,ooo from CO, $75,ooo from EMB and a further $zoo,ooo from sources not yet identified.

Accordingly, since Mand Assets was primarily capitalized with CO investor funds and funds

from EMB, the Receiver believes that it is appropriate that Mand Assets remains subject to

receivership proceedings.

12 The August rgth Letter also references a condominium in Toronto, Ontario that is owned by the Sbaraglias.

RSM Richter
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5. CONCLUS¡ON AND RECOMMENDATION

The CO Group has admitted it is insolvent. The OSC was misled during its investigation - it

appears that Petep Sbaraglia made inaccurate and inconsistent statements to the OSC under

oath during his examination. The Sbaraglias have indicated that they wish to repay certain

family members. The Receiver believes that a receiver should be appointed over the business

and assets of the CO Group so that its assets can be realized upon and the proceeds can be

distributed by a court officer. The Receiver also believes that it is not necessary to continue with

an investigation of all of the transactions of the CO Group as doing so would result in

unnecessary cost.

tÉ J( q+

All which is respectfuþ submitted,

Ø,/þ /*c
RSM RICHTER INC.
IN ITS CAPACITYAS COURT.APPOINTED
RE,CETVER OF THE ESTATE OF ROBERT MANDER'
E.M.B. ASSET GROUP INC. AND THE RET,ATED ENTITIBS
AND NOT IN ITS PERSONAL CAPACITY

RSM Richter
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CO CAPITAL GROWT
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and -
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RS
HI

This is the Cross-examination of PETER SBARAGLIA on his
Affidavits s\^rorn August 10, 201,0 (2), September 15, 20L01
& October 18, 20!0, held at the Offices of Network
Reporting & Mediation, One First Canadian Place, 100 King
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Thursday, October 28, 2070.
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Thurs. Oct. 28, 2010

FROCEEDINGS

FETER SEARAGLIA, Affirmed

eross-examination by Mr. Gottlieb

Peter Sbaraglia 2
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TNDEX CIF EXHIBTTS

NO. DESCRTPTÏON

25. Incorne Tax Returñs {re Mandy Sbaraglia) .. . ! . r !

26. Loan Agreement between CO Capital and Kathleen
Sbaraglia r....
27. Loan Agreement between CO Capital and Kathleen
SbaragJ-ia

UNDERTAKINGS IdERE NOTED ON 'TI{E FOLLOüfTNG PAGES:
59" 73
THERE VüERE NO UNDER_ADVTSEMENTS NOTED
THERE VüERE NO REFUSALS NOTED

* *****.***tr* ***** *.* ********* **
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Thurs. OcL . 28, 2Ol-0 Feter Sbaraqlia 3

PETER SBARAGLIJ\: Affirmed

CROSS-EXA}TNATION BY MR. GOTTLTEB:

Q, Mr. Sbaraglia" if, I understand you became a

dental surgeon in 1-990. Correct?

Ä., Yes.

O. And in 1997 you received a Diploma j-n Dental

Anesthesiology?

A. Comect 
"

'Q, And carried on that particular practice from

that point on, from I g'7 onward. Correct?

A. Yes.

O. And you worked as a dental anesthesticist

until approximately March of | 07 . Correct?

A. Yes.

0. And I understand, if f can call- her

Mrs. Sbaraglia, is that appropiiate for Mandy?

A. Sure.

O. I understand that Mandy worked as a

periodontist *a

A. Yes.

A. And that was until some poi"nt 1n 2007 also,

correct?

A. Yes.

0. Mr. Davis, do you have the document brief

that was given to the OSC?

NETV{ORK REPORTING & MEDIATTON (416) 359-0305
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Thurs. Oct . 28, 2070 Peter Sbaraglia 4

MR. DAVIS: You mean the red binder.

MR. GOTTLIEB: The red binder, as \^/e've come to

call it.

MR. DAVIS: In fact, just for the record, \^/e

actually have the red binder here.

BY MR. GOTTL]EB:

0. Thank you. If you could just pull that out,

please. So you are familiar with this binder,

Mr. Sbaraglía, what v/e're calÌj-ng the "red binder?"

A. Yes.

O. Thj-s was a bind that was prepared and given

to the Ontario Securities Commission on July 9, 2009

during the course of your examination. Correct?

A. Correct.

O. And I just want to have you flip to tab 2 of

the binder, please. And at tab 2 this is a CV, a resume

for you. Correct?

A. Yes.

0. Actually, that is your C.V. And my

understanding is, sir, you prepared this C.V. Correct?

A. Kimberley Gadlock prepared the C.V.

O. And who is she?

A. She works for me, used to,

O. So she prepared this C.V. for you and then it

was delivered to the OSC, correct?

NETWORK REPORTTNG & MEDTATTON (4!6) 359-0305
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Thurs. Oct. 28, 2070 Peter Sbaraglia 5

A. Yes.

A. And you checked it before it went to the OSC?

A. I don't remember, exactly.

0. You saw it at/or around the time of your

examination or during the examination, because I don't

want to put words too much in your mouth, but I know from

the transcript that during the examination this document

was opened up and revlewed. Do you recal-l that?

A. Yes.

0. And at no time did you advise the OSC during

the examination, or any point thereafter, that this C.V.

v/as inaccurate. Correct?

A. Correct.

O. Okay. So I just want to take a l-ook at this

C.V. for a moment, please. And it sets out your

educational- background. And it sets out at the very top

239 Church Street as your address. That, obviously,

wasn't your home address. Correct?

A. Correct.

O. ûÍhere \^/ere you living, at the time?

A. 63 2nd Street.

O. Okay. And directly below that it sets out

your education and some charity work that was done, and

then it sets out your employment history. Do you see

that?

NBTWORK REPORTTNG & MEDTATTON (416) 359-0305
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A. Yes.

O. And if we go down, just follow it, to

L997/7998 it has a few dífferent entries. And then

directly below that it says: 1998 to 2006 full time

dental anesthesia practice. Do you see that?

A. Yes.

O, And it says, "concurrent managing of own

portfolio" which we'11 come to. And then it says, "2006

retired from dental anaesthesia to pursue lnvestment

career. " Do you see that?

A. Right.

O. Now that j-s not accurate because you didn't

retire from dental anesthesia in 2006. Correct?

A. Correct.

O. Okay. Now, directly below that it says:

"2006 to present." And that was obviously as of ,July'

'09 you \^rere President of CO Capital Growth Corp.

ful-I-time management of own portfolio. Correct?

A. Yes.

MR. DAVIS: Just stop for a second. I have a

sense I could be wrong, that you might be speaking a

little fast for the Reporter.

MR. GOTTLIEB: Okay.

MR. DAVIS: Am I right? No? Okay. Irm just

trying to be a nice guy.

NETWORK REPORTTNG & MBDTATTON (416) 359-0305
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BY MR. GOTTLIEB:

O. Now, do you have ín front of you, or can you,

counsel

MR. DAVIS: Can I Put this a\^IaY.

MR. GOTTLfEB: Yes. Thank you. For now.

MR. DAVIS: Just for the record, there is a full-

copy of the red binder in that two-volume brief I

prepared yesterday.

MR. GOTTLIEB: Great. Thank You.

MS. FOY: ft's al-so in the OSC's materials,

everything that was produced.

MR. DAVIS: A PoPular brief.

MS . FOY: A f our-volume lorief .

MR. DAVfS: f said the red binder is a popular

brief
BY MR. GOTTLIEB:

O. If you could just pull up your Affidavit of

.Tuly I2Lh. Okay. I've got another copy. If ll hand it

across. It will be easier if you have a paper copy. So

in your Affidavit of JuIy 12th it says in paragraph four,

if you have that on page 2, it says in paragraph four: "

* Prior to meeting Mander in 2006 T was a successful-

dental- anaesthesi-ologist. My wife, Mandy Sbaraglia, hlas

a periodontist. Up until 2006 my wife and T made

significant income in our respective professions. " Do

NETVüORK REPORTING & MEDIATION (4L6) 359-0305
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Thurs. Oct. 28, 201-0 Peter Sbaraglia I

you see that?

A. Yes.

O. Now, again, ü/e know that you actually

continued on with that practice after 2006. Correct?

A. Yes.

O. Okay. And when you say "significant income"

you use that identical phrase in your August 10th

Affidavit, as well, which I'm happy to turn you to, but

you can take my word for that. What did you mean when

you said "significant income i-n your respective

professions. " ?

A. You mean how much I would make a day, kind of

thing?

0. Or, why don't you tell me yearly because

that's the way most people talk?

A. I'11 tell you on a given day I would go to

work and make between two and $61000.

O. But I'm going to ask you to tell me what you

meant by that in terms of a year, because when you talk

about "significant incomesr " if you work one day a year

making $6,000 a year that is not a sj-gnificant income.

ff you do that 365 days \nre've got something to talk

about. So tell me what you meant when you sr¡lore to

"significant income. "

A. Hundreds of thousands of dollars.

NETWORK REPORTTNG & MEDTATTON (476) 359-0305
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a. Okay. So you said, that: "Prior to meeting

Mander in 2006 I was a successful dental

anaesthesiologist. Up until 2006 my wife and I made

significant income in our respective professions. " So

you're talking up to 2006r âs you sâY, you were making

hundreds of thousands of doll-ars a year. That's your

testimony?

A. Yes.

O. Okay. T want to just show you a couple of

documents. But first, sir, I'm going to hand you --

Mr. Davis, Lf you don't mind I'm just goj-ng to hand that

across the table. It's your 2005 tax return. And if you

woul-dn't find mind just flipping, and f 'm going to come

around, I just want you to te1l me what it says your

employment income is for that Year?

A. 28,589.

O. And it says $28'589 and it shows, and I

believe I'm reading this correctly, that you received

zero in dividends. Correct?

A. I don't remember.

A. I'm asking to you look on the chart here on

the tax return?

A. Okay. YeP.

O. And it also says that you received zero

ínterest and other investment income, you see there is no

NETWORK REPORTING & MEDIATTON (416) 359-0305
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Thurs. Oct. 28, 2010 Peter Sbaraglia 10

entry for that?

A. Yes.

0. And it says that you received zero by way of

taxable capital gains. Correct?

A. Okay.

0. So it says for that ye.ar personally you had

income from alJ sources of $28;589" Correct? That's

fair?
A. Okay.

O. Okay. I'rn going to show You, sir, just so hre

have it, Mandy's Income Tax Return and benef,it return for

2005, And I think you'll see Lhat itrs got zero f.or

Ms. sbaraglia for employment i-ncome, but it does have

professional income of 52r305. Do you see that?

A. Yes.

Q. And it's also got RR.SP income of $1 t216

dollars for a grand total of $53'581-. Do you see that?

A. Yes.

0. And, again, I'Ll anticipate point out thrat

with respect to other types of income, fax example

investment íncomen dividends, interest or other

investment incomes, et cetera' there is- no figure there

so that the lotal- we have f,or 2005 is $53'581. eorrect?

A. Yes.

A. And I'm going to ask that we mark those two

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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tax returns as the next exhibit, Milt? Shoul-d we start

at number 1 now or shoul-d we continue?

MR. DAVIS: I'd continue.

MR. GOTTLIEB: Continue.

--- EXHfBIT NUMBER 25: Income Tax Returns (re Mandy

Sbaraglia )

MS. PRESTON: So you're going to be in charge of

these ones?

BY MR. GOTTLIEB:

O. That's dangerous. But, yes.

Now, sir, we know that you have from the

documents some corporations through which you do

busj-ness. Correct? Pardon me, If m going to rephrase j-t:

In 2005 through which you did business, the Dr. Sbaraglia

Corporation, for example?

A. Yes.

O. But, sir, you'l1 agree with me based on the

returns I just showed you that you did not receive any

financial benefits from those because there were none

declared on your tax returns, there was no income shown,

there was no dividends shown, correct?

MR. DAVIS: I don't know if that is a fair
question. Because you can receive fínancial benefits

without money leave t.he company. For example, if you

have a personal corporation or a professional corporation

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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Thurs. Oct. 28, 2070 Peter Sbaraglia t2

and invest money or take benefits within the corporation

you can money -- I said you can take benefits from the

Corporation without money leaving the Corporation. One

simple example woul-d be if they bought your hockey

tickets, and you went to the hockey game. That would be

a benefit without taking money out of the company.

MR. GOTTLIEB: You know, Mr. Davis, I appreciate

you not answering questions for your client.

MR. DAVIS: I'm not answering. I saj-d your

question wasn't fair.

MR. GOTTLIEB: Then you can say the question is

not fair, and I'11 try to rephrase it. But then giving a

speech which feeds the witness your ansv/er is not fair.

MR. DAVIS: That i-s not fair because I have no

idea if he bought hockey tickets from us.

BY MR. GOTTLIEB:

O. Okay. V'1e11, Mr. Davj-s, Irm not going to

give anybody in this room a tax lesson. But I will say

that it's a taxabl-e benefit to Mr. Sbaraglia, and it

doesn't show up anywhere on the tax return. So my point

was/ prior to your interference, was that nothing shows

up on your personal tax return, or Mandy's tax returns

that suggest either of you received a benefit financially

from your other corporations, correct? You saw that?

Correct?

NBTVüORK REPORTTNG & MEDTATTON (416) 359-0305
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Thurs. Oct. 28, 2AI0 Peter Sbaraglia l-3

A. I saw that Piece of PaPer.

O. Okay. Did you say 25?

MR. DAVïS: Yes

BY MR, GOTTLIEB:

O. Thank you. I'm going to show you sir -'- I

apologj-ze. Moving on. You met Mr. Mander for the first

time in the spring of 2005. Correct?

A. Yes.

O - And lrou met hi-rn when you closed your purchase

of 239 Church. Correct?

A. Shortly thereafter.

O. Shortly thereafter. And when I said. "your

purchasen that rllas very irnprecise, it wasntt actually

your purchase at alt, it was a purchase by a company

called 91 Days Hygiene' correct?

A. Correct.

O. Which 1s a company owned by Mandy, correct?

A. Yes,

O. And f looked at the documents that your

counsel provided to us, and what I understand to be the

case is that the punchase price of 239 Church Street was

$1.1- mil1ion. Does that sound correct?

A. Yes.

0. And my understanding, based on everythíng I

read, is that the total amount of cash that was put down

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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Thurs. Oct. 28, 201.0 Peter Sbaraglia 14

by 91, Days or anyone, your wifer You or any of the

companies hras a total of $1651000. The rest of it was

financed. So there was a total of 165, is that

correct?

A. I don't know those numbers.

O. Okay. f'm happy to show that to you.

Mr. Davis, it's your letter of August 19th to Ms- Bezner.

So Irm happy to just bring that over. Would that be

easier? Thanks. So this is a August 19th letter from

Mr. Davis to Ms. Bezner. And it says in the third

paragraph that 239 Church Street, Oakvi11e, Ontario, it

says 91- Days Hygiene, and it says the purchase of this

property was financed through RBC. It says the detail-s

of the purchase and finance are' as follows. It says

purchase for $1.1- million. Do you see that?

A. Yes.

O. And it says $75'000 deposit paid February'

2005 by Dr. Sbaraglia Dental Professional Corp. So

$75,000 was put down. And then it refers to 2'77'000 odd

dol-lars was paid on closing from 91 days, and it said the

amount is made up from $601 000 from Dr. Sbaraglia

Professional Corporation. So if you take the 75 plus the

60?

A. Okay.

O. And then it says: 30 from 1'261245 Ohtario
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Ltd. carrying on business as Knight and Gayle, * April,

2005. So that adds on an additional 30. And it says:

142,000 from a line of credit?

A. Okay.

O. And it says z 45 proceeds from a line of

credit?

A. Uh'hmm.

O. And $110t000 mortgage?

A. Okay.

O. So when I say the cash that was put down,

what I'm referring to is the 75'000 deposit plus the

60,000 from Dr. Sbaraglia Professional Corp. plus the

$30,000 from the numbered company. Do you see that? And

unless my math is wrong, and it might be, I don't think

so, itrs $165,000 paid down for that $1.1 million

property and the rest was financed?

A. Okay.

O. That's correct?

A. Yes.

O. Now, príor to meeting Mr. Mander shortly

after you closed the purchase of 239 you did not invest

in the securities market j-n a significant way?

A. Prior to?

O. Is that correct?

A. Prior to meeting Mander?
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O. yes?

A. Vüell, define "significant?"

O. Wel-l, why don't you tell me the extent to

which you did and then we'll canvass that a little bit.

Prior to meeting Mander in '05?

A. Bought a few stocks here and there.

O. Okay. That's what I thought the case \^Ias;

that \^ias my understanding. So you bought a few stocks

here and there. You hadn't taken any courses on trading

in securities, for example?

A. Privately, that's a1l.

O. Privately?

A. Just online stuff and readì-ng books and so

on.

O. I underst.and. You weren't in, if I can put

it this wây, in the business of trading securities. That

was something you dabbled in on the side, if I can put

that wây, but that wasnft your business. Correct?

A. That wasn't my business.

O. And based on the records I've seen you

actually didn't make any money trading in securities

before meeting Mr. Mander. Is that correct?

A. Thatrs correct.

O. fs that correct?

A. Yes.
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a.

when youtre

repetition?

MR.

you try to

MR.

that.

GOTTLIEB: Itrs

f apologize, I'm having some trouble hearing

answering. So that is why I'm asking for the

DAVIS: May I

keep your volce

make a suggestion. Vrlhy donrt

up.

hard sometimes, I acknowledge

MR. DAVIS: If you can't hear it, Ms. Foy will

never hear. I was worried about her.

MS. FOY: Thank you. I'm fine.

BY MR. GOTTLIEB:

O. Now, in 2005 when you met Mr. Mander he

introduced you and Mandy to his investment business,

correct?

A. Yes.

O. And you became close with Mander?

A. When?

a. Shortly after you met with him. Between the

time you met him in Spri-ng of '05, shortly thereafter and

going forward you became close with him in the sense that

you spent time with him in the building, you talked to

him about his business actually frequently. Correct?

A

v

A

Not really.

No. When did that

More like l-ater on

start?

in the year. More like
12
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towards the end of 'A5/'06, beEinning. that kind of

stuff.

0. So prior to the end of t05, beginninE of '06

you weren't close with hi,m and didn't spend a lot of, time

wi-th hlm?

4.. Not tons.

A. Okay. And you didn't speak to him a lot

about his buslness prior to t.hat?

A. Not a 1ot, no.

Q. He did to some degree, ev€n duri.ng thls early

time, show you what I'm going to call generally trading

methods. .He showed you his screerìs, he showed you how he

did things?

A. He showed me his screens.

O. Yes. And he told y u his Bhilosophy about

how he invested?

A. lühen are hre here.

O. Prior to the beginning of '06?

A. No, not really. N'o.

0. Okay?

A. Possibly in little þits. I don't remember,

exactly.

Q- But, sor again lrm not trying to twíst. Not.

a huge amount prior to the end of '05?

A. Not a huge amount
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O. Okay. So l-ittle bits here and there, but not

a ton?

A. Correct.

O. Okay. And that, I think' is what I heard you

say really didn't start at the beginning of '06, that

happened later on as your relationship got tighter. If I

can put it that way?

A. Vühat are \^/e talking about? f dj-dn't follow

the first part.

O. You becoming c.l-oser to Mr. Mander and Mr.

Mander sharing a l-ot of information about his philosophy

ín business. That didn't happen at the beginning of '06,

either, it came about later on, I thought' is what you

were saying?

A. Probably around the beginning of '06 it

started with more regularity to talk about how he traded

and stuff.

O. Okay. When, if you could put a pin in it,

and I know you can't be exact, when do you think by when

you rea11y started to understand what Mander was talking

about regarding his business strategy in the way he

invested, and his investment strategy. Because if you

started at the beginning of '06 when did you really get a

handle on what he was saying?

MR. DAVIS: I don't know if that is a fair
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question. The reason to believe it never happened,

otherwise he wouldn't be here.

BY MR. GOTTLIEB:

O. I understand that. But I have people explain

to me all the time why the Maple Leafs are such a good

hockey team. I understand what they are sayi-ng that, it

doesn't mean they are. That is really what I am asking

Mr. Sbaraglia. Vühen did you have so much information

from him or enough information from him that you

understood what his supposed strategy was?

MR. DAVIS: It may be that he thought he

understood.

BY MR. GOTTLIEB:

O. Mr. Sbaraglia?

A. Early in 2006 he started telling me about his

options that he traded in Arizona.

O. Yes?

A. And slowly after those periods of time he

started teaching me how to screen, started showing me

some stuf f that \^/as more technical-.

O. When was that, approximately, do you think?

A. I'm guessing rough dates, I would say

something like early '06, early '06.

O. EarlY?

A. Early '06 makes sense here, roughly.
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O. Okay. If we go back to your July 1'2Lh

Affidavit, you have it in front of you, sir, paragraph 6

says: "Mander introduced Mandy and I to his investment

busi-ness. " That was correct?

A. Vühere are we?

O. I apologize, paragraph 6?

MR. DAVIS: It's on the screen in front of you,

if that helps.

THE DBPONENT: Yes.

BY MR. GOTTLTEB:

O. It says: "Eventually Mandy and I decided t.o

make a series of investments with Mander which at first

\^/ere successful." That's what you understood to be the

case?

A. Yes.

a. But you did make a series of investments with

Mander, thatfs what you're talking about. Correct?

A. Vüe qave him some of our money, yes.

O. O.kay. But no just once, a series is my

point?

A. Over the entire period, yes.

O. Okay. You says: "Eventually Mandy and I

declded to make a series of investments with Mander which

at first hrere successful. " And then you say: "Shortly

thereafter I decided to leave my dental practice and
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began making investj-ng my business sj-milar to the

business that Mander was operating. " Correct? That is

what you swore to there, correct?

A. Yes.

O. Okay. And then you say: "Mandy slowed down

her dental practice." And then you say in paragraph B:

"!Ve subsequently incorporated CO Capital- Growth."?

A. Uh'hmm.

O. "Subsequently" means after?

A. Ríqht.

O.

CO Growth.

A.

'06.

So it says after all of that you íncorporated

Correct?

Vüe incorporated CO Capital Growth in January,

O. That's exactly my point. That paragraph I is
just wrongi because you hadn't decided to leave your

dental pract.ice, you hadn't made a series of investments

wi-th Mander which at first were successful; and, Mandy

hadn't sl-owed down her dental practice before you

i-ncorporated CO Capital- Growth. Correct? None of that

had happened by the time you incorporated CO Capital

Growth on January 5th?

A. No, some of that had happened.

O. Okay?

A. Vüe had invested money with him.
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O. You hadn't made a series of investments.

Correct?

A. Vúe made two.

O. Vüe' I1 come back to that. Okay. You hadn't

decided to leave your dental practice by ,ranuary 5th of

'06?

' A. I started working less. I took Mondays and

Tuesdays off as of January, '06.

O. And was that as a result of your successful

investments?

A. No, it was as a result of me being curious to

learn more about the business.

O. Sir, we atl get curious about things but we

need to make a living?

A. Right.

O. So your decision to slow down at work, was

that as a result of your confidence that you were going

to make money in the investment world now?

A. f told you it was because I wanted to l-earn

more about what Mander was doing.

0. I see?

MR. DAVfS: May I suggest you keep your voice up?

THE DEPONENT: Yes.

BY MR. GOTTLTEB:

O. Okay. So when you incorporated CO you did so
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you could get friends and family involved in investing.

Correct?

A. No.

O. You incorporated CO so that you could raise

money from frj-ends and family. Correct?

A. That's not why I incorporated CO.

O. You didn't incorporate CO just so you

personally could put funds into CO. Correct?

A. When CO started I didn't know what it was

going to be exactly. I had a dental office, I had part

of my dental practice and I thought if these investments

were to grow this would be another company' another place

to put it and started CO CaPitaI.

a. So you won't concede that you started CO

Capj-tal so that you could begin to raise funds from

people other than yourself?

A. No, it's possible it's for other people

too.

O. So back to what I asked a couple of minutes

ago, that was the reason you incorporated CO?

A. I said it wasn't the reason.

A. So one of the reasons that you incorporated

CO was so that you could raise funds from friends and

family for the purpose of investing. Correct?

A. Yes.
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o.

Application

MR.

MR.

out volume 1

Okay. Now, Mr. Davis, do you have the OSC

Record?

DAVIS: Yes.

GOTTLIEB: Okay. If you don't mind pulling

MR. DAVIS: Okay.

BY MR. GOTTLIEB:

0. And if you go to tab 4. This is as at June

18, '08?

MR. DAVIS: Can we just go slowly. I don't know

if this witness has actually seen this document.

MR. GOTTLIEB: Let me tell- you what this is.

MR. DAVIS : I ' II j ust point out the dat.e . He I s

got the date at the top June 18, '08. To be fair that is

the date this report came off the system.

BY MR. GOTTLTEB:

O. Okay. And this is what's cal-l-ed a

Corporation Profile Report for CO Capital Growth Corp.

And if you see the name "CO Capital Corp." directly to

the right of that is the incorporation date of JanuarY 5,

2006. Correct?

A. Yes.

O. And that is the date, you actually hlere the

one that I'11 say incorporated this company but had it

incorporated. Correct?
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A Yes.

And it shows the head office at 239 ChurchO.

Street ?

A. Right.

O. Vühich was your buílding, correct, 9l- Days

Hygiene?

A. Yes.

O. I apologize. And íf you flip over to the

second page of this you see it shows: Administrator,

Robert J. Mander. So Mr. Mander was an officer of this

Corporation from the outset. Correct?

A. f rm not sure.

O. Okay. What aren't you sure about?

A. f 'm just not sure. I actually can't recal-l

something about this, something is ringing a bell abouL

this, and I'd have to check. If yourd allow me to check

and get back.

O. That's fine. If your counsel is okay with

giving that undertaking you'11 advise when Mr. Mander

fi-rst became a director and/or officer of CO?

MR. DAVIS: If we can. The reason for the

qualification because Mr. Vüelsh is the defendant in a

lawsuit, and I don't know what we can and canft get from

him.

MR. GOTTLIEB: Okay. That won't be a problem.
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go off the record for a

about a littl-e quirky
Can we just

to tel-l you
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second,

thing.

MR. GOTTLIEB: I don't want to go off the record-

MR. DAVIS: Fine, I'11 do it on the record.

There was an issue with the name of the company that got

messed about because of the C period O period- And the

problems with the ministry as a resul-t of the name as

opposed to being simplY CO.

BY MR. GOTTLIEB:

O. Okay. There is no doubt that at some point

Mr. Mander became a direct.or and officer of CO. Correct?

A. Correct.

O. Okay. And you \^Iere a director and officer of

CO, correct?

A. Uh'hmm.

MR. DAVIS: Have you to say "yes" or "no-"

BY MR. GOTTLIEB:

O. I apologize. And at any point in time was

officer of CO?anyone else a director

A. No.

O. Okay. And

Mander was involved in

correct?

or

according to what I have read Mr.

CO's business from the outset,

A. Correct.
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O. And CO was in the busíness of obtaining

people's money, and generating returns so that it could

pay back the money with a return. That's fair?

A. Part of it was' yes.

O. Okay. What was the other part of it?

A. At the beginning CO raised money and it lent

that money to Robert Mander.

O. yes?

A. Robert Mander did the investing.

O. Yes?

A. And it was on those profits that were

generated that came back.

O. I understand that. But let's just break it

down into smal-ler pieces, then. From the outset the

business of CO was, in fact, step one to obtain money

from parties who would loan it to CO. Correct?

A. Again, we talked about this a littl-e blt

already. That was part of it. Part of it.

O. I'm saying what actually happened?

A. At the beginning people l-oaned CO money.

O. YeP. Yes?

A. And we i-n turn

O. ffm not there yet. I'm breaking it down into

small pieces so \^/e don't have a disagreement on this.

Step one \^tas CO Capital raised money from people?
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A Borrowed money from people, Y€s.

Borrowed money from people. As part of that

CO Capit.al guaranteed a rate of return.
a

borrowing

Correct?

A. Yes.

O. I think we can agree/ because Inle've seen the

documents, in relative terms it was a high rate of return

that was guaranteed?

A. Yes.

O. Okay. And once it got the money into CO it

woul-d do one of two things with that money' and I'm

talking about not just on day one but as time rolled

forward with CO. Sometimes it would transfer the money

to someone outside of CO's business, a different entity,

such as Mr. Mander or Mr. Mander's company for investing.

Correct?

A. Correct.

O. And i-n that case CO obtained a guaranteed

rate of return. Correct?

A. No.

O. CO never had a guaranteed rate of return?

A. The way it worked was CO would get the rate

of return that \^Ias promised to the lender.

O. Yes?

A. And CO would split the profits generated by
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Mander above and beyond the obligation of the Promissory

Note to the l-ender.

O. Okay. So we'lI come back to that in just a

minute. And the other thing that CO would do once it

received money from lenders' was CO would not send the

money out to Mr. Mander but, in fact, would keep it

within CO. Correct?

A. At the beginning that was not correct.

O. Right. Thatrs hihy I said over the life or

going forward?

A. But you said small-er packets, that's why I

want to keep it into smaller packets.

O. I understand, and we'l-l- come back to that.

So at the beginning all the money \iùas delivered to Mr.

Mander. Correct?

A. Yes.

O. But as time went on not al-I of the money that

was provided to CO was given to Mr. Mander. Correct?

A. Yes.

O. Okay. Now, at the beginning you said

straight off Mr. Mander was invol-ved with CO from the

outset. Correct?

A. Yes.

O. For what reason \^Ias the money sent out of CO

to Mr. Mander at the beginning?
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A. For his investment stuff that he was doing in

what he told me Ari-zona Options Club.

1

2

3

4

5

6

7

a

9

1_0

11

I2

13

T4

15

L6

1-7

1_B

19

20

21-

22

23

24

25

145

l.46

L47

1_4 B

O. Yes. And he \^Ias' in fact, working

the purpose of doing investments. Correct? He

involved from day one with CO. You've told me

was j-nvolved with CO from daY one?

A. He control-led all the investing of

day one.

at CO for

\^/aS

that he

CO from

O. Correct. Yes, he did?

A. Okay. I want to find out about¡ w€ had an

issue with thís thing, and I'11 find out the particulars

that we touched on alreadY.

O. I understand?

A. Okay. From the very beginning Robert Mander

had me borrow money for him, and he would re-invest it in

a club that his father started, I believe, in Arizona and

generate these big rates of return, cover our Promissory

Notes and the profit on top of it would come to us.

O. I understand that. But Mr. Mander, as you

said, from day one was in control- of your i-nvestments,

meaninq CO's investments, correct?

A. Yes.

O. The lnvestments could have been done withj-n

co, the funds need not have been transferred out to Mr.

Mander. Correct?

NETWORK REPORTTNG 5, MEDTATTON (416) 359-0305
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MR. DAVIS: What is the point of that, why is

that rel-evant?

MR. GOTTLIBB: If you want to object, just state

is your objection.

MR. DAVIS: Welt, anything could have been. ft's

a pointless question.

MR. GOTTLIEB: So you're just going to refuse

that?

MR. DAVIS: Go ahead, answer it.

THE DEPONENT: Vühat I was told about Arizona, it

\^ras a club, it was an old boys' club, Yoü had to belong

to the cl-ub. He belong the to the club, his father

started it. The money had to go through him to get into

this Options Writing CIub he had, and thatrs why CO

Capital could not go sign up with that club, here is a

cheque, invest it for us.

BY MR. GOTTLIEB:

a. That's what you were told by Mr' Mander?

A. Yes.

O. And you did

of that. Correct?

A. Correct.

O. Okay. Now,

business of investing,

regard we know that CO

NETVüORK REPORTING
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time to time. Correct?

A. Yes.

A. And you r^rere the sígning authority on thoee

bank accounts. Correct?

A. Yes.

A. And we also know that CO opened up trading

accounts. Correct?

A. Yes.

0. In the name of CO, not in the name of Mr.

Mander?

A. Correct.

0. Okay. So CO'had bank accounts, it had

trading accounts. And the monelr received from, I'11 call

thern "lenders" because I believe thatts what you call

them, Lhe money received from l-end,ers were deposíted into

a eO bank account. Correct?

A. Yes.

0. And the monies that were deposited j-nto ttrose

account,s hlere never segregated from any other funds; thel¡

were all deposited into¡ if I can just cal-l itn a pool of

funds?

A. The bank account vlef re talking about?

0. The monies that Ìitere received from lenders.

The money received frorn lender A was never segregated

from the money received from lender B, ít went into the

NETWORK REPORTTNG e MEDTATTON (41-6) 359-0305
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same pool?

A. Thatrs correct.

O. And that's the way these accounts operated at

all times. They \^/ere never funds that hlere segregated by

an investor/investor bases, they a.l-l went into the same

bank accounts. CorrecL?

A. No. Vüe opened up other companies later.

O. You opened uP other comPanies?

A. Yes.

O. I apologize, I don't know what that means.

What do you mean when you say "\nle opened up other

compani-es ? "

A. There was Pero Assets.

0. Yes?

A. And there ü/as Mand Assets. So there was some

segregation of deposits in that sense.

O. I understand that, and we'11 come to that.

But the monies that CO Capital raised?

A. Right.

O. Went into a CO Capital- account. And at no

time \^/ere those amounts segregated by investor. They

were never held In Trust for investor X?

A. No.

0. They al-l went into the same pot within CO is

my point?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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A. Yes.

O. And monies that went back into the CO

account, those monies ü/ere never segregated either, they

just went back into the same pool of funds. Correct?

A. Monies that came back from Mander?

O. If that's where they came back from, Yêsr or

Mr. Manderrs companies?

A. Yes.

O. Okay. That's my point. So if a hundred

dollars each came in from five investors into the CO

investment pool, there would be $500 into that CO

account. Correct?

A. Okay.

O. And if Mr. Mander paid back $600 into CO for

some reason, that $600 would go into that same account.

Correct?

A. Yes.

O. Okay. Now, CO Capital was incorporated,

saw, on January 5, 2006. And it began entering into

agreements immediately after its incorporation with

parties. Correct?

A. Yes.

O. So, obviously, one of the reasons you

j-ncorporated this company \^Ias so you could do that

thing. There was some planning involved, correct?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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A. I was doing what Robert was doing already.

O. Wel-l, I'm not sure what Robert was doing

already. Vúe'11 park that. Irm talking about. what you

were doing with CO. My point is CO was incorporated on

the fifth, and withi-n a few days CO is taking in money.

Correct?

A. Let's back up a littl-e bit to the end of the

fall of '05. Peter and Mandy's personal money went to

Robert. Robert came back to us in December, said:

You're doing very welli the money is up to this amount,

do you want it back? Do you want to re-invest it? Vühat

do you want to do? He introduced to me what he called

CCs, what he called client companies. And he had a

series of them, at the time. Or so I was told. And he

said: Vüoul-d you like to do that too? irüould you like to

learn more about this? Vüould you like to get into this?

And the ansü/er was: Yeah, I'd l-ike to give it a shot.

O. Right. So getting back to my question. By

the time you set up CO Capital on January 5, '06 you had

already it in the works that you were going to start

getting loans from people. It didn't happen on a

four-day period. This was something that you had in the

works, correct?

MR. DAVIS: Just so we're clear. You're

suggesting what he had ín the works was the notion of

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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getting money from people into CO before he incorporated

the company?

MR. GOTTLIEB: Correct?

MR. DAVIS: Go ahead.

THE DEPONENT: Honestly, I donrt remember

exactly. f honestly don't.

BY MR. GOTTLIEB:

0. Let's fook at the timing, then. So, again, I

apologi-ze for repeating. But on January 5th CO is

incorporated, and its first Loan Agreements are entered

into on .Tanuary 9th four days later?

A. If that's correct? I don't have that in

front of me. I'11 assume it is correct.

MR. DAVIS: Assume it is correct. Isn't your

question really whether

BY MR. GOTTLIEB:

O. Mr. Davis, I don't need you to rephrase my

questions, please. I want you to turn up if you could,

please, your August 1-0th Affidavit?

MR. DAVIS: Yep

BY MR. GOTTLIEB:

O. If you could please go to tab 9. And this

is, on page 1 of tab 9, a chart that purports to show the

contracts entered into with CO between January and

December 3L, '06. Correct?

NETVüORK REPORTING & MEDIATION (416) 359-0305



1

2

3

4

5

6

1

B

9

10

11

72

13

I4

15

16

11

18

19

20

2L

22

23

24

25

IlB

r19

180

181

IB2

183

L84

Thurs. Oct. 28, 201-0 Peter Sbaraglia 38

A. Yep.

O. And you'11 see that there are three contracts

entered into on .JanuarY 9, 2006. Do you see that?

A. Yes.

O. One is in the amount of 50'000. The second

is in the amount of 50,000. The third is in the amount

of 100,000. Do you see that?

A. Yes, I do.

O. So CO Capitat raised $200,000 four days after

it was incorporated. Correct?

A. Correct.

O. My point was' that it wasnrt on January 5th

that CO just got the idea that it would go raise some

funds from third parties, that concept and that idea was

in the works prior to January sth?

A. The first one is my mother. The second one

is a young: man I sponsored. The third one.

O. Named?

A. Manual- Zi-vol-i.

o. z-T-v-o-L-r.

A. The third one I mc'd his wedding.

O. Vühich is a gentleman by the name of Bruce

Pynn, P-Y-N-N?

A. Correct. And the fourth one I believe,

because these are initials, I think it says John

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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Maracassa.

O. That's correct. For $75' 000 and that's

January 12th?

A. Right.

a. Okay. Irm not sure why we're having trouble

with this right nohr, but we appear to be

MR. DAVIS: Vühy is there trouble? That wasn't

fair. There is no "trouble" there. You asked a

question, and you got an ansl¡/er.

BY MR. GOTTLIEB:

O. I've been asking you to simply confj-rm for me

that the idea and the process of raising these funds

didn't start on January 5th, that the idea of it and the

pïocess in doing it started before January 5th. Or is

your evidence that you didn't speak to anyone before, Yoü

didn't talk to anybody before, you didn't think about it

before, but on ,fanuary 5th or immediately thereafter you

thought: Hey, maybe I could raise some funds,' T should

call people?

A. I donrt remember exactly when I started

talking to people about it, or immediately thereafter.

O. So you don't recall the timing, exactly. And

just before we go to the documents, themselves. If Irve

read this chart correctly, that ç215,000 that was raised

was del-ivered to Mr. Mander or his company on January 12,

NETWORK REPORTTNG & MEDTATTON (4L6) 359-0305
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'06. So a hundred cent dollars was delivered immediately

to Mr. Mander on January t2L1n of al-l the funds.

Correct?

- A. Yes.

O. And the four people that we're talking about,

which j-s, obviously, your mother and Mr. Zivoli, Mr. Pynn

and Mr. Maracassa, you contacted each of them for the

purpose of getting them to lend money to CO. Correct?

A. Contacted my mother?

O. Yes?

A. For that purpose?

O. Yes?

A. I talk to my mom all the time. I tal-k to

Bruce all the time. I talk to Manuel all the time.

O. I don't wanL to * mince words. You are the

ones that said to each of them: Lend money to CO, or

words to that effect?

A. I totd them this is what I'm doing, I believe

in it.

O. To put it bluntly, you solicited them to make

an investment or a loan to CO. Correct?

A. No.

O. That was the whole reason you set up CO so

that, ox that was a main reason or one of the reasons

that you set up CO so you could solicit people to invest

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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in CO. Correct?

A. Vrle sald this already, I didn't start CO just

because I wanted to go raise money. The initial people

that came in knew what I was doing because we aIe close

friends; they were j-nterested in doi-ng it' as wel-l.

Robert had showed me that this 1s a system that he uses,

and I said: Sure, let's give it a trY-

O. One of the reasons that you established CO

\^ras so that you could solicit investors, correct?

MR. DAVIS: That is the fourth time. You've had

the answers three times. That's enough. Move on-

MR. GOTTLIEB: I'm going to ask the Reporter to

find the answer to that question, because I'm almost

certaín that question wasn't answered.

MR. DAVIS: It was answered. I'd be happy to

suggest the answer, but I don't want you to suggest that

I 'm sugtgesting ans\^Iers .

BY MR. GOTTLIEB:

O. I agree with that. So why don't we just have

Mr. Sbaraglia answer it as a "yes" or "no- " Part of the

purpose

MR. DAVIS: He's answered it three times.

MR. GOTTLIEB: He actually ans\^Ier hasn't- Vühat

he has done is answered different questions- I'm asking

a very specific question that he hasn't answered,

NETVüORK REPORTTNG & MEDTATTON (476) 359-0305
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Mr. Davis.

MR. DAVIS: How is that different from the prior

question?

BY MR. GOTTLIEB:

O. Because I want an answer to the question

"yes" or rrllorr: f s one of the purposes that CO was

established so they could sol_icit investors? It either

\^ras or \^rasn't one of the purposes. Was it one of the

purposes?

MR. DAVTS: VÍe think he answered it more than

once.

MR. GOTTLIEB: OkaY.

MR. DAVfS: You know what, \n¡hY don't you

out of the room and I'l-1 tell- you what he said-

MR. GOTTLIEB: No. Thank You.

MR. DAVIS: Just tryinq to be helpful.

BY MR. GOTTLIEB:

O. Do you have your Responding Record of

September l-sth? If you can please go to tab 5.

this is a Statement of Claim issued by CO Capital

and you and Mandy. Correct?

A. Yes.

send him

Sì-r,

Growth

O.

Mr. Davis,

A.

And this was prepared by your counsel,

I understand it. Correct?

Yes.

]-99
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O. All right. And you've seen this document

before, obviously?

A. Yes.

O. AII right. I want you to go to page 4 of it,

please. Paraqraph 10, I'll read it: "At Mander's urging

Peter incorporated CO Capitat for the purpose of using

that company as an investment vehicl-e for investments

made by them, as well as by investors who b¡ere to be

sol-icited by Peter and Mandy. " Is that statement in the

Statement of Claim accurate?

A. I don't remember the "Mandy" part.

O. Other than it referring to "Mandyr " that

statement is accurate. Correct?

A. I guess the issue is the word "solicited"

more than anything e1se.

O. Wel-I, it's your word, it's in your Statement

of Claim. Is it correct in your claj-m or isn't it? Sir,

you don't just flippantly put words into your claim?

MR. DAVIS: That is not fair.

MR. GOTTLfEB: With respect, that is faj-r.

MR. DAVIS: You know that is not fair, he didn't

draft it. So we're not going to agree to that, and that

is not a faj-r questíon

BY MR. GOTTLIEB:

O. Sir, is it accurate or isn't it? Answer the
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question: Is that statement in your statement. of cl-aim

accurate or is it inaccurate?

A. It's roughlY accurate.

O. It's "roughlY accurate?"

A. Uh'hmm.

O. So it's not completelY accurate?

A. VüetI, what I don't understand is what the

word "soIicit" means here.

O. Vüell-, sír, it's in your claim. You know what

"solicit" means. "Sol-icit" means going to ask people for

things, that's what "solicit" means. You understand that

is what "sol-icit" means, don't you. Do you understand

that is what "solici-t" means?

A. Pardon me?

O. Do you understand that's what "soficit"

means?

A. Ah, yes.

a. Okay. So you do know what that means. Is it

accurate or is it inaccurate when it Says those words in

the pleading?

A. V[hat I'm trying to remember five years ago is

if I actually went to people and asked or not, and who I

did and who I didn't, when I did, when I didn't' what I

said, what I didn't. That's why I'm hesitating here.

That's the only reason I'm hesitating.
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O. That's not what that paragraph says. So you

may want to read it again because it doesn't say what you

did, in fact, do which we will come to. It says, the

purpose of incorporating the CO vehicl-e. So I havenrt

yet asked you what you did with respect to that

paragraph; I simply asked you to confírm that the

paragraph is accurate?

A. It's accurate.

a. Okay. Now, we looked at the chart at tab 9,

of your August 10th Affidavit. And I just want to get

you to confirm a couple of documents if you could'

please. And this is what I understand to be the first

Loan Ag'reement entered into by CO. Is that correct?

A. Yes.

O. And the Kathleen Sbaraglia is your mother?

A. Yes.

O. And whose

this document?

A. My wife's.

O. AIl right.

handwriting is it on the top of

filling in the details,

And whose handwrit.ing is it

which is the 50,000?

A. Mine.

O. And the January 25Lh, thatrs all your

handwriting?

A. Yes.
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A. And if we flip o\rer to the second page .í-t's

signed by you orr behalf of CO Capital. Correct?

A. Yes.

0. And that's, I presume' your motherrs

signature?

A. Correct.

a. Okay- And this is a S50,000 loan, and it's a

loan for one year. Correct.?

A. Yes,

0. And under this loan it was a 30 per cent

simple annual- interest to be paid. Correct?

A. Yes.

A. And this monelr lde knot*r was f,orwarded on to

Mr, Mander. Correct?

A. Yes.

0. But I believe l¡ou told rRe before that Mr.

Mander didnit guarantee a rate of return?

A. No. ffhat f told you hlas he guaranteed the-

amount that was owed on a Promissory Note, and we'd split

what was on top of that.

0. Okay. Perf,ect. Thank you. Go to page 3 of

thls document, if 1¡ou could?

MR, DAVTS: Are you talkinq about the Mander Loan

Agreement?

BY MR. GOTTLTEB:
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A. Correct. Tt says, 'lMander Group and Client

Companies Loan Agreement." Do you see that?

A. Yes.

O. And it's the Lender sf C0 Capital Growth and

the Borrower, Mander Group Inc. Do you see that? And it

shows a $50"000 l-oan. Do you see that?

A. Yes.

O. For one year?

A. Uh'hmm.

a. And it shows a rate of return of 30 per cent.

Do you see that?

A. Yes.

O, And then j-t sholnrs what Irm qoing to cafl a

50/50 spllt between you and Mr. Mander regarding anything

above 30 per cent?

A. Yes.

O. So that was the'arrangement that you were

talking about before?

A, Yes.

A. Okay. Can we please mark this as the next

exhibit, whieh is 26,

--- EXHIBIT NUMBER 26: Loan Agreement between CO Capital

and Kathleen Sbaraglia

BY MR. GOTTLTEB:

Q" And what I'LI hand you, just to make things a
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Iittl-e quicker -- just give me a second, pJ-ease. I'11

hand you a package of the next three. Si-r, why don't you

just take a look at these three documents I ¡ust handed

you, because unl-ess I'm mistaken they are the next three

Agreements that were referred to on Exhibit 9 to your

August 10th Affidavit. Have I got that right?

A. I believe so.

O. And they are all one-year loans for a simple

rate of 30 per cent annual interest?

A. Uh'hmm.

O. And that ' s, aqiain, your wif e ' s handwrì-ting on

the tops of that?

A. Yes.

O. Vrlhy don't we mark these three as Exhibit 27 -

Mr. Davis, okay?

MR. DAVIS: Yes.

EXHfBIT NUMBER 27: Loan Agreement between CO Capital

and Kathleen Sbaraglia

MR. DAVIS: So my point was if you have others

you just want to put into the record, just give them to

rrer we'll let him l-ook at them and we'l-l submit them.

BY MR. GOTTLIEB:

A. So with respect to those four individuals,

including your mother, you say you did not sollcit them.

Is that your evidence, that you did not say to any of
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them words to the effect of or words to have an impact

of: Why don't you lend some money to CO?

A. Probably yes.

O. Okay. You probably díd say that?

A. Yes.

O. Okay. And you understood well that when you

lent the money you woul-d be passing it on directly to Mr.

Mander. Correct?

A. Yes.

O. That was your plan from the outset?

A. Yes.

A. All right. You guaranteed a rate of reLurn

and Mr. Mander guaranteed you the rate of return?

A. My company guaranteed the rate of return.

0. And Mr. Mander's company guaranteed the rate

of return, correct?

A. Yes.

O. And having known from the outset that you

were going to pass the money on to Robert Mander, You

must have at that time fel-t comfortable that Mr. Mander

would generate the return so that you could generate the

returns to pay back the principal plus the interest.

Correct?

A. Yes.

O. And you, therefore, would have explained to
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the four investors, and I do appreciate one is your

mother but as you said you talked to your mother

everyday, you would have explained to each of them Mr-

Mander's role in the business. Correct?

A. Yes.

a. And you would have explained about his

success. Correct?

A. Yes.

O. And you would have explained that you were

comfortable because of the success that you had had with

him. Correct?

A. Yes.

MR. GOTTLIEB: Okay. Can we take a break for a

few minutes, please, I'nì sure all of us would agree with

that.

--- Whereupon proceedings recessed at 3:l-9 p.m.

--- Vühereupon proceedings resumed at 3221 p.m.

BY MR. GOTTLIEB:

O. As at January 12, '06 we pointed out that

you'd raised ç2751000 from those four people, and as at

that date you had only entered into one transaction with

Mr. Mander. Correct?

A. Okay.

O. You won't see it on that chart. If m talking

about a transaction that Yoü, in fact, had entered into
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with Mr. Mander?

A. Like I say, it was two because we did the

first one 1^/e made interest on it and he asked us to

re-invest in it with him.

O. Okay. I don't think your timing is right,

though. So we can deaf with that. Letrs go to -- well,

our records, I'l-l tel-] you what our records say and then

r¡re can deal with it. Do you remember what the term of

the first loan was that you entered into with Mr. Mander?

MR. DAVIS: I was going to ask you to clarify

which one you're talking about?

BY MR. GOTTLIEB:

O. The first loan transaction that you had with

Mr. Mander?

A. Yes.

O. Vühat was the term of it, do you recall?

A. I'm pretty sure it was a three-month term.

O. Okay. It was a three-month term?

A. Yes.

O. And it was for how much?

A. 10 per cent monthly for three months.

O. And how much was the investment?

A. $100,000.

O. And when was it made?

A. The fall of '05. And I don't remember
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exactly when.

O. I'm goi-ng to suggest to you it was September

15th of '05. Does that sound right?

A. That sounds right.

O. That's what the records show, it shows it was

September 15th of '05. OkaY?

A. Yes.

O. And it was a $100,000 loan?

A. Yes.

O. And that l-oan was' in fact, never paid back

to you in any way with interest or principal prior to,

for example, February of '06. Correct?

A. Correct. February, '06. f don't remember

why that date is significant.

O. Vüel-l-, you talked about it being "rolled?"

A. Right.

O. But, in fact, that actually wasn't "ro1ledr"

at that time. I'11 just confirm my dates. Our records

show that that was rolled on January 25 of '06. Does

that sound about right?

A. I don't recal-l.

O. You don' t recal-l- . Okay. Vüel-I , if you have

any evidence at all to the conLrary of that loan being

rol-led on January 25, '06 will you advj-se us, please?

MR. DAVIS: Let's be clear. It doesn't work that
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h/ay. I don't know that any of those documents being in

the record, and I don't know that he has the ability to

find out. And you havenrt put that on the record.

You've made the sugqestion, and as you know your question

is not evidence. So the way you're putting it makes it

difficult. You shouldn't assume that he canrt find out

to the conlrary that that is a stated fact, it might be

right and it might not be right.

BY MR. GOTTLIEB:

O. Okay. f can ask it differently. I wasn't

trying to be difficult. Wilt you undertake to advise me

the date that foan of September 15th or LALyr, '05 was

rolled into a ne\^I l-oan?

MR. DAVIS: If we can get that information, yes.

-_- UNDERTAKING

BY MR. GOTTLIEB:

O. Happily, Ms. Bezner has passed to me a

document that I'll walk around the table. And it shows

as Lender, CO; and, Borrower, Mander Group Inc. Do you

see that?

A. Uh'hmm.

O. And it's a loan irom January 25, 2006 to

January 24, 2001. Do you see that?

A. Uh'hmm.

O. Sorry. You have to sâY, "yes?"
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A. Yes.

O. Thank you. And the amount is $l-33,000. Do

you see that?

A. Yes.

O. And considering what you told me about the

loan that was given in September, would you agree with me

that this appears to be the roll of that l-oan?

A. Yes.

O. Okay. So the date we have for that is

September 25-Jn. And like I said --
A. I think you meant ,Ianuary.

A. January 25th. Thank you. Thank you for

that, Mr. Sbaragli-a. So my point was that by the time

you had raised this ç215,000 your in fact, had never

received any money back from Mr. Mander on any investment

that you made with him?

A. Correct.

O. Now, \^re know that by the time you had

incorporated CO Capital on January 5th you had not had a

single successful transaction with Mr. Mander, either

personally or through your corporations. Correct?

A. Pardon me? Repeat that?

O. When you incorporated CO Capital on January

5, '06 you had not a single investment with Mr. Mander?

A. Ithoughtlhad.

NETVüORK REPORTTNG & MEDTATTON (41"6) 359-0305



1-

2

3

4

q

6

7

B

9

t_0

11

t2

13

I4

15

T6

11

t_B

I9

20

2t

22

23

24

25

270

21r

212

273

214

275

Thurs. Oct. 28, 201-0 Peter Sbaraglia 55

O. But you hadn't received any money back from

Mr. Mander at all?

A. Thatrs correct.

O. And you are talking about a single l-oan of

$100,000 in September of '05. Correct?

A. Yes.

O. And you had literally zelo evidence,

whatsoever, whether that l-oan had done well or done

poorly from Mr. Mander. Correct?

A. Correct.

O. And the same can be said by January 12, 2006

when you would raise ç2751000. Correct?

A. T don't remember exactly when I started

learning more abouL how he was trading, what he was doing

and so on. Because remember I said I took a couple of

days off a week and started learning?

a. Yes?

A. I don't remember the exact dates, to tel1 you

the truth.

O. I get that. But sittinq here right no\^/ you

can't say that by Januaxy 1-2Lh you had any evidence'

whatsoever, that your investment with Mr. Mander had done

anything?

A. Other than his words.

O. Other than his words?
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A. No.

A. You had zero. And' aga.inn werre talki-ng

about one investment only of a hundred thousand dollars.

Correct?

A. Ríght.

A. Okay. Now, if we go back to the document you

have in front of you, ít appeârs at tab 9 of the Au$ust

gth Afftd.avl-t, this shows that in 2006' in the f,i¡st year:

of CO's business, you raised $923,820.55. Correct?

A. Thatfs what ít says. Yes,

O. And Èhatrs correct., to lrour knowledge?

A. I'11 saY" "yes. "

A, Okay. And lrou raised those funds from a

variety of different parties?

A. Yes.

O. For exampJ-e, Ceeil Russel " Correct?

A. Yes.

0. And Dr. Radishee, Conrect?

A. Yes.

0. And Maple View EnterPrises?

A. Yes.

0. Vüho was Maple View?

A. My brother-in-Iaw.

A. His na,rne, please?

A. Gary Mcfntosh, M-C-I-N-T-O-S-H.
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0. And, again, these transactions, I don't have

to put them all- in front of you, \^/ere al-l similarly

structured as the four that we marked. Correct?

A. Correct.

O. Guaranteed rates of return. You tol-d him the

same things that you had tol-d the prior four people,

correct, about your business and Mr. Mander, et cetera?

A. Yes.

O. Okay. Now, I want to take you to the red

binder, please?

MR. DAVTS: Can I put these things away?

MR. GOTTLIEB: Pardon me?

MR. DAVIS: Can I put these things aü/ay.

BY MR. GOTTLIEB:

A. Sure . And, agai-n, Mr. Sbaraglia, sorry to

belabour it, we tal-ked about this before, these were all

people who you knew and went to in the same manner that

we talked about before about your business because you

talked to these people. Correct?

A. I talked to them regularlY.

O. Okay. All right. And I want you to go to

the j-ntroductory note here, which is behind tab 1- And,

again, this note was prepared by your counsel at

Aylesworth?

A. Yes.
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A. And you've, obviously, read this note?

MR. DAVIS: Before today?

BY MR. GOTTLIEB:

O. Yes?

A. I honestly don't remember if I read this.

O. Okay. So you understood that this was a

document given to the OSC. Correct?

A. Yes.

O. And you understood that it was given to the

OSC so that it could be relied on by the OSC. Correct?

A. Irm not sure.

O. You don't know why this was given to the OSC?

A. My lawyers drafted this. They gave it to the

OSC. Thatf s all- I know.

O. Well-, to be fair, Mr. Sbaraglia, I'm not sure

that's all you know. Because the examination transcript

shows the way in which this introductory note was used by

your counsel on the examination. Correct?

A. OkaY.

O, That's correct, isn't it?

MR. DAVIS: The transcript says what the

transcript says.

BY MR. GOTTLIBB:

a. Vüell, Mr. Sbaraglia was there. So let me put

it this way: You'l-l agree with me that during the course
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of your examinations at parts your counsef actually

referred to this?

A. Yes, he did.

O. And you knew that he was using this to

explain what he said were the facts of your situation to

the OSC. Correct?

. A. Yes.

O. And the reason this was put together was' to

put it bluntly, hlas to try to persuade the OSC not to

take steps against you and your company. Correct?

A. I wouldn't say "correct" to that.

O. Okay. You didn't understand that part of the

strategy of your legal team was to try to convince the

OSC not to take proceedings against you?

A. Say that again? I missed that. Say that

again, please?

O. I'1I break it down into really small

pieces?

A. Right.

O. You understood that the OSC had called you in

for an interview. Correct?

A. Yes.

O. You understood that the OSC was conductinq an

investigation you. Correct?

A. Yes.
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O. You understood the OSC was conducting an

interview aqainst CO Capital. Correct?

A. Yes.

O. You understood that as part of the OSC's

po\^/ers it could take some type of steps or proceedings,

or seek remedies against you and CO Capital. Correct?

A. Yes.

O. You understood that part of the strategy that

was being undertaken by your counsel on your behalf was

to try to get the OSC not to take steps/ proceedings or

seek remedies against you and CO Capital. Correct?

A. Okay. Yes.

O. Okay. That's al-I I was getting at. You

understood that this binder \^¡as prepared by your

counsel ?

A. Yes.

O. To that end to try to convince the OSC, or

persuade the OSC that there was good reason not to take

steps against you or CO Capital. Correct?

A. Okay. Yes.

O. And that is part of the purpose of the

introductory note to have that effect on the OSC, so that

it wouldn't take steps. Correct?

A. Okay. Yes.

O. And this was handed over during the course of
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your examination. Correct? You recal-l that?

A. Yes.

O. And at yoLlr examination you actually gave an

oath to tell the truth at the examination. Correct?

A. Yes.

O. Okay. I believe you swore to tell the truth

on that examination. Correct?

A. I don't remember

O. It says "sv¡orn" at the front of the

transcript?

A. I don't even know what the difference

means

O. Okay. But you either s\^iore or affirmed to

tell- the truth. Correct?

A. Yes.

O. And you understood that was important to tell

the truth at that examination. Correct?

A. Yes.

O. Okay. Now, in this introductory note there

j-s a large part in the middle that is ,headed: Relied on

legal advj-ce. You see that?

A. Yes.

O. And we can read the whole thing' and I can go

through the whole transcript. But you'll agree with me

that one of the things that your side, You and your
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Correct?

OSC was

to this

A. Yes.

O. And that you had complied with the legal

advice. Correct?

A. Yes.

0. Okay. Now, the legal advice that you

received with respect to this matter was from the Borden

Ladner Gervais firm?

A. Yes.

O. And you got that advice at the end of 2006.

Correct?

A. Yes.

O. So all of the l-oans we just talked about, the

900 odd thousand dollars of loans, You entered into all-

of those agreements without first getting legal advice?

A. Robert had, though.

O. I wasn't asking about Robert?

A. Did I personally go to a lawyer before I

entered into those foans. No' T didn't.

O. Vühat you told the OSC, and again we can go

through this little by little, \^/as that you had relied on

the legal advice of Borden Ladner Gervais. Correct?

A. Uh'hmm.
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O. You hadn't done that in the beginning of 2006

when CO started to do business?

A. Yes.

O. And the opinion you gave to the OSC was an

opinion delivered to you in December of '06?

MR. DAVIS: Are you talking about the one in the

binder?

BY MR. GOTTLIEB:

O. Yes. Thatrs correct?

A. Yes.

O. You didn't show the OSC any other legal

opinion that you got. Correct?

A. No.

O. Nor did you say to the OSC: We were relying

on an opinion from Robert Mander or some other opinion.

Correct? The opinion that you talked about was the

Borden Ladner Gervais' oPinion?

A. Yes.

MR. DAVIS: Can we just stop and ask you to be

fair to the witness. Because when you say "talked

aboutr" I presume you're referrj-ng to in the meeting, or

the examination by the OSC?

MR. GOTTLTEB: YCS.

MR. DAVIS: So I'm going to ask you to be a

little more careful, because the transcript speaks for
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itsel-f
MR. GOTTLIEB: It does.

MR. DAVIS: And you are makíng suggestions to Mr'

Sbaraglì-a saying things that we know weren't said on that

transcript.
MR. GOTTLIEB: That we know weren't said?

MR. DAVIS: Yes.

MR. GOTTLIEB: I don't know of anything I

suggested was said on that transcript, that wasnrt said

on that transcript.
MR. DAVIS: By him. You have to distinguish what

got said by him and what got said by counsel. Yourre

suggesting he said certain th.ings- And all I'm telling

you is the transcript speaks for j-tsel-f as to what he

said and what others said.

MR. GOTTLIEB: OkaY.

MR. DAVIS: And I'm just askíng you to be fair on

that point.

MR. GOTTLTEB:

O. Okay. Well, 1et's deal with that point.

I've read the transcripts. At no time, not once on the

transcript do you say: What my counsel just said is

incorrect. That' s true, isn't it?

A. That's true.

O. And at no time after the examination do you
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say to the OSC: What my counsel said on that t'ranscript
j-n answer to that question was untrue. At no time do you

do that. Correct?

A. Correct.

O. So from the OSC's perspective they have every

reason to bel-ieve that everything that is said in that

transcript was accurate. That's fair, isn't it?

A. I guess so, Yes.

O. And you knew very well at that examination

that your counsel, Mr. Mill-er and Ms. Dubl-in' \^/ere

speaking on your behalf at that examination- Correct?

A. Yes.

O. Alt ríght. So let's go to the opinion that's

referred to in the introductory note, and that's referred

to on the examinatíon. And thatrs at tab 7 of the red

binder. And this is the opinion December 15, 2006-

Correct?

A. Yes.

O. No, I want to just l-ook at a couple of points

of this. It says, and this was prepared by a Mr. Austin-

Correct?

A. Correct.

O. And the first paragraph says: Further to our

recent meetings you have asked that we provide our advice

with regard to the Loan Agreements issued by CO Capital
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Growth Corporation to finance some or all of its

operations and activities in terms of compliance with the

Securities Act. And that's why you asked for Borden

Ladner's advice. Correct?

A. Yes.

O. And then you say: Specifically, you've asked

that we advise as to the availability of exemptions from

the Prospectus and registration provisions of the Act and

related regulations. That's correct, that's what you

asked an opinion on?

A. I don't remember specifically what I asked'

No.

O. You never said to BLG, you've got it wrong

there that's not what we asked for an opinì-on on.

Correct?

A. No.

O. So iL's fair to say Mr. Austin was being

accurate in this letter. Correct?

A. Like I said, I don't remember exactly what I

asked them to do for us.

a. But you have no reason to believe he's

misstated it, though, do You?

A. No.

O. So if we go to the top of page 2 it refers to

the Loan Agreement. And it says they havenrt been asked

NETVüORK REPORTING & MEDIATION (416) 359_0305
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to provide comments with respect to certain of the

documents. And then it says halfway down that paragraph:

you have also advised that an unnamed individual who is

not currently an offì-cer, director or employee of CO is

your partner wj-th regard to the selection of investments

to be purchased, held or sold by CO as principal.

A. Right?

O. That is Mr. Mander?

A. Yes.

O. Now, the opinion then goes on to talk about

the various exemptions. Correct?

A. Uh'hmm.

MR. DAVIS: ft saYS what it saYS.

BY MR. GOTTLIEB:

0. And then it goes on at the bottom of page 4

after it talks about the exemptions to refer to the

Offering Memorandum requirements. Do you see that,

it's on page 4 at the bottom?

A. Yes.

O. And at the top of page 5 it refers to a

"market íntermediary. " Correct?

A. Yes.

O. And it says the following -- and I presume'

Mr. Sbaraglia, you read this opinion when you got it from

Mr. Austin?

NETVüORK REPORTTNG & MEDTATTON (4l.6) 359-0305
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A. Yes.

O. Okay. Because you wanted to make sure you

were in compliance with the l-aws, which is why you got

this opinion. Correct?

A. Uh'hmm.

O. Yes?

A. Yes.

O. Thank you. It says at the top of page 5:

White the exemptions discussed above generally provide

relief from both registration and prospectus

requirements, the registratj-on exemptions are not

available in Ontari-o to market intermediaries. Do you

see that?

A. Yes.

0. And then in the next paragraph it talks about

what does or doesnft make a market intermediary. Do you

see that?

A. Uh'hmm.

O. And if \^/e gio to the l-ast sentence of that

paragraph it. says: Vrie are of the view that the OSC f rom

an investor protection and public policy viewpoint would

see CO as a market intermediary as CO goes to the market

on a regular basis to obtain financing, and therefore is

in the business of trading in securities as pri-ncipal.

Do you see that?

NETWORK REPORTTNG 6, MEDTATTON (416) 359-0305
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A. Yes.

O. Then what it says is: Assuming that CO

limited itself to the sale of Loan Agreements pursuant to

one or more exemptions above, registration as a l-imited

market dealer or LMD would be sufficient. Do you see

that?

A. YES.

O. At no time did CO become registered as a

Iimited market dealer. Correct?

A. Correct.

O. This opinj-on says that you need to?

MR. DAVIS: It saYS what it saYS.

MR. GOTTLIEB: OkaY.

MR. DAVIS: Go off the record.

Off the record

THE DEPONENT: One Point.

MR. GOTTLIEB: You're going to have to get your

counsel's permission to sPeak

MR. DAVIS: Go ahead.

THE DEPONENT: This was December, '06 Richard'

Lynn McGrady and I sent back and forth a whole bunch of

emails, mostly Richard and I, coming up with this legal

way to do it. Okay. I brought him Robert's Loan

Agreements with Robert in the room with us. Robert paid.

r have the copies of those bank drafts from our initial

NETI/üORK REPORTING & MEDIATION (4I6J 359-0305
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meetings. Okay. After months of doing this one of the

very l-ast email-s I have is: You may wish to consider

applying for registration as a LMD, there is some ne\^¡

rule coming out, some national instrument, I don't it.

so after a couple months of doing this, lots of work with

Richard at the very end he said: You may wish to

consider applying for this registration thing. It

doesn't say: You need to get registered. And at that

point I said, okay, I may wish to consider applying for a

LMD.

BY MR. GOTTLIEB:

O. I'm going to ask you to produce that email

tonight to me, please?

A. Sure. f 'l-1 get it to You.

O. You'll- get it to Mr. Davis, if you don't

mind, and then he'l-l it over to me?

A. Absolutely.

MR. DAVIS: It won't be tonight.

MR. GOTTLIEB: Vrlell-' whY?

MR. DAVIS: Itve been working since three o'clock

the morning, and I don't want to work tonight. Thatrs

why.

MR. GOTTLIEB: I'm going to suggest pressing

forward and send Mr. Davis isn't going to be too much for

you.

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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MR. DAVIS: You know what' if I get it tonight

you'Il have it before you get out o,f bed in the morning-

MR. GOTTLIEB: That would be helpful- Ifould you

also provide for me the bitl-s of Borden Ladner with

respect to this opinion and proof of payment?

MR. DAVIS; We can get them.

--- UNDER.TAKTNG

MR. GOTTT,IEBT OkaY.

MR. DAVIS: Are we off the record?

MR. GOTTLIEB: Werre done for the day.

--- Whereupon proceedings recessed at 3:54 p-rn-

tr**** ** * *** *** *** * *"**

I hereby certify the foreqoing to be
a true and accurate transcript of my
computerized. shorthand notes, to the
best of rny skill and abilítY.

Debbl-e Anshan CSR RPR
Real Time (Caption) Reporter
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PETER SBARAGLIA, Previously Affirmed

MR. GOTTLIEB: Vühen we left off yesterday I asked

you get us the documents relatJ-ng to the payment ofthat

the

able

BLG account that you say Mr. Mander paid. Were you

to uncover those?

MS. PRESTON: I don't recall you asking for that.

Sorry, what was it you \^/ere asking for?

THE DEPONENT: I thought you asked for the BLG

bills ?

MR. GOTTLIEB: Correct. And do we have those?

MR. DAVIS: I believe that I have el-ectronic

copies. I'l-l check at the break.

MR. GOTTLIEB: Okay. And I believe I asked, and

if I didn't I'11 ask now, but I thought I asked and

Mr. Sbaraglia said that Mr. Mander paid for those. I

asked for proof of those payments.

THE DEPONENT: I don't know.

MR. GOTTLIEB: And I maY not have.

MS. FOY: You did, actuallY.

MR. GOTTLIEB: Okay. The record will say what it

say.

MR. DAVIS: If Mander paíd how woul-d we be able

to give you that?

MR. GOTTLIEB: Mr. Davis, Yoü have a l-ot of

documents. There is a question abouL how you got them.

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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And there are a lot of documents in the file that had

nothing to do with the co so I don't even understand the

statement. If you've got them, you got them- If you

don't, yoü don't.

MR. DAVIS: That I agree with.

MR. GOTTLIEB: So could I have an undertaking to

get those?

MR. DAVIS: You can have what I got or what I can

reasonably get. we have none of Manderrs bank records.

Vüe would have thought you had them.

___ UNDERTAKING

CROSS-EXAMINATION BY MR. GOTTLIEB, continued:

O. Okay. This was work done for CO Capital'

correct? The letter is to CO CaPital?

A. Yes.

O. Okay. The bill was paid, I'm told, by Mr.

Mander?

A. The first one.

O. Right. So I'm asking for the bitl and the

payment of it. And I bel-ieve Mr. Davis, he just said

you're giving me, in my language, a best efforts

undertaking.

MR. DAVIS: Right?

_-- UNDERTAKING

BY MR. GOTTLTEB:

NETWORK REPORTTNG & MEDTATTON (476) 359-0305
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O. Thank you, very much. Vüe talked about the

September 15, 2005 loan to Mr. Mander for $100,000?

A. Yes.

O. That was the fj-rst loan. Correct?

A. Yes.

A. And in total you and Mandy, Irl-l use the term

"invested" or gave Mr. Mander for the purpose of

investment principal of ç612,000?

A. That sounds correct.

O. I'll- show you that breakdown, your July 1-2thl

Affidavit said a mitlion dollars, approximately. Then

you're l-ater, and I'm not beÍng critical' your later

affidavit said 700,000. When you do the math it's

actually 6'12,000. And I'll show you that breakdown, but

that sounds about right to you?

A. It does.

O. Before I go to the documents you got back

from Mr. Mander more money than you gave for Mr. Mander

for investment purposes?

. Vrlhat I ' ll do with the money questions I I l-l

defer them to Mandy. She knows them inside and out, and

you' 11 get much more accurate ans\^/ers from her than you

will from me about those.

O. Irl-1 say, frankly, I was trying not to have

to examj-ne Mandy. But if you can't provide the

NETVüORK REPORTTNG & MEDTATTON (4t6) 359-0305
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information, then I will. Why don't we see where we get

on some of this stuff?

A. Sure.

O. And if you can give me answers to the

questíon, but if you want to qualify it by saying

"approxj-mateJ-y" or "I canrt be precise, but, Y€s, If m

comfortable with that, " and I think you should be

comfortabl-e with that too. We're not going to talk

dol-Iar f or dol-lar. And if you think you are

uncomfortable with that then f'll rephrase it-

MR. DAVIS: If f get my computer up and runnJ-ng

here I may be able to get exact figures from Mandy who T

understand is aL home waiting for your advice as to

whether she should show up here today. I may be able to

get that information rel-atively expeditiously.

BY MR. GOTTLIEB:

O. Okay. Vühy don't we just see where $/e go. I

take it, Mr. Sbaraglia, without being accurate as to the

dollar figures you can acknowl-edge that Mr. Mander paid

to you and Mandy more money than you paid to Mr-

Mander?

A. No, you see that's the thing that I need

Mandy to explain to you to break that al-I down.

O. Okay. So you can't acknowledge that?

A. No.

NETVüORK REPORTING & MEDTATTON (416) 359_0305
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O. Okay. Can you pull out Vol-ume 1 of the Brief

of Documents prepared by Davis Moldaver, please. If

you'd go to tab '7, please. Vüho prepared this document?

MR. DAVIS: To be fair to the witness, that, I

understand, comes from the red binder. Am I not right

about that, is it part of the red binder?

MR. GOTTLfEB: Irm going to defer to Ms. Foy' f

sure don't think that comes from the red binder-

MS . FOY: I don' t bel-ieve it is, either. I 'm

checking it now.

MR. DAVIS: f'll try to find out the source of

the document. Just so \n¡e're clear this brief was

prepared from my Summation database.

MR. GOTTLIEB:

MR. DAVIS: I cannot tell the source of the

document looking at this other than it is in the file.

My guess is that Mandy prepared it, but I don't know

that. If you look at the document it is seven pages in

length.

MR. GOTTLIEB: Yes.

MR. DAVfS: And there are signatures on it.

MR. GOTTLIEB: The signatures are actually a bit

of an add on. The way the document worksr âs I see it,

is the first few pages are descriptive and the last set

of pages that contain some signatures back up the

NETVIORK REPORTTNG & MED]ATTON (416) 359-0305
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descriptj-ons on the f irst two pages.

MR. DAVIS: Well, it looks like that. The

document as found in our file was all- seven pages

together.

MR. GOTTLIEB: I understand that. No. No- I

actually believe it's a seven-page document. I'm simply

pointing out that it's the first two pages that describe

the story.

MR. DAVIS: Well, they say what they say.

MR. GOTTLIEB: I know, Mr. Davis. I want to know

who prepared what they say.

MR. DAVIS: What I'm telling you is I don't have

that information, and I can't tell- looking at my own

electronic database. Feel free to ask the witness.

MR. GOTTLIEB: Okay. VÙe can do this a lot of

different ways. I was hoping to do it in the short way

using this document because you produced it.

MR. DAVIS: Can \^/e go off the record for a

second?

MR. GOTTLIEB: Yes.

--- Off the record

BY MR. GOTTLIEB:

O. So page 1 of this document. The heading is:

Personal money given to Mander. Do you see that?

A. Yes.

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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O. And it breaks down the categories into

Options and Loan Agreements. And based on receipt view

of this there's actually only one thing missing, which is

the precursor. Because when you look at the loan

agreement, it says January 26, 2006 $133,000. Do you see

that?

A. Yes.

O. We know that the $133' 000 Loan Agreement was

actually a ro11 of the $100,000 Loan Agreement that was

entered into in September of '05. Correct?

A. Yes.

A. Vühen you take all these eight items and look

at the cash put in?

A. Okay.

O. Not interest that was rolled and things like

that?

A. f understand.

O. It's ç672,000?

A. Okay.

O. Which based on the records the Receiver has

reviewed that is an accurate number, ç6121 000 went in?

A. And I said that sounds about right-

O. Perfect. AII right. ff you flip over the

page we have a category entitled: Monies from Mander

Group, EMB, Robert, which is obviously Robert Mander, to

NETVüORK REPORTTNG 5, MEDTATTON (416) 359-0305
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Sbaraglia. Before we do that you see sorry' you see

that and it gives a total- of ç2.999 mill-ion?

A. Yes.

O. I want to show you there is actually one

thing missing from this chart , 9o back to page 1. And

under Loan Agireement number 2, it says: VrIe rece j-ved

40,000 from Mander GrouP?

Ã Vac

0. For some reason that $40'000 doesn't show up

here on the chart. So Irve gone through the material

that the Receiver uncovered as part of this document

revJ-ew, includíng the bank statements and the cheques'

and al-l those things, and can show you line-by-line, for

example, the March 5, 2001 amount of $307t464-92 from

Robert. But will you acknowledge that is, in fact, âr

amount that was given to you by Mr. Mander, the

30'7 , 464 .92 .

A. Yeah. I do. I don't remember the exact

number. But, yês.

O. That doesn't strike you as being wrong?

A. No.

O. Okay. Irm going to skip the dividends' one,

the 760,000?

A. Right.

O. Because that's actually many line items,

NETWORK REPORTTNG & MBDTATTON (41-6) 359-0305
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because it's o\¡er a peniod of time. But if we go to the

next one below that, the December 5, 2008 $1 rnillion in

profits?

A. Yes.

0. I take it you remember receiving that $f

million from Mr. Mander?

A. A hundred per cent.

0. okay. I had a feeli-ng you'd remember

receiving the $1 million?

A. Trm not TornmY O.

O. Al-1 right. And the next line item, the June

24, 2AAg, thatrs $55CI,000 from Robert re-partial profits?

A. Yes.

0. I take it lrou rernember that palrnent eorning to

your as well?

4,. Yes.

A. And, then, finally the Option profits based

on the noney given from Sbaraglia to Robert. I can show

you this as well on a line-by-1ine, the $380n 000 palrment'

You recall that, as well?

A. It came in in increments, that sounds about

riqht.

O. Okay. So even before we get to the large

number of 7601 000, which I will talk to you about in a

moment, when you add up the 3071000 with the 1 million,

NETVüORK REPORTTNG e MEDTATTON (41-6) 359-0305
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with the 550,000 and the 380,000, you're talking about a

neighbourhood of ç2.2 million right there. Correct?

A. I didn't really follow you. I was trancing

out there for a second

O. Totally fine. Then let's just go back to the

beginning. Even if we leave out for now the $7601 000,

the dividends, the lj-ne two?

A. Yeah.

O. Because that takes a little bit more time to

walk through. If you add uP the 307?

A. Yes.

a. With the 1 mill-ion?

A. Uh'hmm.

O. With the 550,000?

A. Riqht.

O. Vrlith the 380?

A. YeP.

O. You're in the neJ-ghbourhood of ç2-2 mil-lion?

A. Okay.

a. That's correct, rouqh math?

A. Rough math.

0. I asked you moments ago if you coul-d just

confirm for me that you and Mandy qot more from Robert

and his companies than you put into Robert and his

compani-es. Vüe agreed that you put in ç612,000, and

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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without even looking at one of the numbers we're up to

2.2 back?

A. Okay. But, again, thís is one little

picture. I really would like Mandy to sit with you. I

really don't want her to have to come down, but the

numbers as she showed people on this side of the table

are solid that will show you exactly where all the

numbers really are. I'm not the right guy to ask- Okay'

And I'm not denying this, and I'm not saying you're

wrong, I'm saying there is more to the picture that's not

on this piece of paper. And I would love her to sit down

and explain to you in great detail where it all went'

where it all came from. And the fact that what you're

saying where you want me to admit that we got more than

\^/e gave, there's a much bigger picture to that.

O. And I appreciate your point- And there may

be at some point where the bigger pj-cture is brought out.

But Irm entitled to get the information in the pieces

that I'm asking for the ínformation. so right now all-

I'm asking you to confirm for me is that you and Mandy

gave a total of ç6721 000 to Mr. Mander and his companies,

which you've already said "that's true." I've asked you

now to confirm even based on -- guys' MiIt?

MR. DAVIS: frm listening.

MR. GOTTLIEB: No, I've got a problem because I

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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don't want the PaPer to be seen.

MR. DAVIS: He's not seeing the paper. He's not

seeing the paper. That's not fair.

THE DEPONENT: I'11 l-ook away.

BY MR. GOTTLIEB:

O. I would aPPreciate that?

A. And by the way as hard as it was I didn't

talk to my wj-fe yesterday or l-ast night.

O. I didn't think you did, I appreciate that?

MR. DAVIS: Go ahead.

BY MR. GOTTLIEB:

O. I'm simPlY asking You to confirm,

Mr. Sbaraglia, based just on the numbers that we've

looked at here that you've acknowledged that you and

Mandy received moïe from Mr. Mander and his companíes?

A. Based just on this right here, yes, I

acknowfedge that.

O. In fact, I know there's actually more that

you received. But I'm just simply trying to get you to

confirm for me that you and Mandy received more from Mr.

Mander and his companies than you qave to Mr. Mander and

his companies?

A. T want you to see the big pj-cture, I really

do.

O. Mr. Davis, can I get a direct

NETWORK REPORTING & MEDIATION (41-6)
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I'm not sure why we are arguing about math?

MR. DAVIS: Vühat he is trying to tell- you is the

way you have phrased the question isn't really fair,

because X amount of dollars was paid to Mander and Y

amount of dollars \^ias received from Mander.

MR. GOTTLIEB: But I'm not asking about where

they went. That's my point. I think I'm entitled to the

ans\^¡er to my question. And if there are further

questions, if there are further stories Irm not asking

about those.

MR. DAVIS: I have the numbers if you want them.

MR. GOTTLIEB: Vüel-l, Irm noL sure our numbers are

goì_ng to be exactly the same. I really want an answer to

my question.

MR. DAVIS: Vühat is Youf question?

MR. GOTTLIEB: For the third or fourth time

MR. DAVIS: If you want an answer that more money

was received than paid the answer is "yes."

MR. GOTTLIEB: And, in fact, it's amount well-

over

MR. DAVIS: Hold on a second. Ifm wrong. They

did not get more money than they received.

MR. GOTTLIEB: Of course they did, Mr. Davis.

MR. DAVTS: Do you want to go off the record?

MR. GOTTLIBB: Sure.

NETWORK REPORTTNG & MEDTATTON (4]-6) 359-0305
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--- Off the record

BY MR. GOTTLIEB:

O. Mr. Sbaraglia, there are a couple of

different ways that you and Mandy got money given to you

and Mandy in your names. okay. From this busj-ness, Lf I

can put it that wây, one hras payments made directJ-y from

Robert Mander or his companies to you and/or Mandy.

Correct?

A. Yes.

O. Okay. So that's one way to do it- The other

way \^/as there hiere monj-es paid from Mr. Mander and his

companies into CO CaPital?

A. Uh'hmm.

O. And you l^/ere then told to take money out of

CO Capital on that basis. Correct?

A. Again, I'11 defer to Mandy on most of those'

But it doesn't sound wrong.

O. Okay. Vüetl, there were times, for example'

where you took what I'II call "profits" out of CO at Mr'

Mander's direction?

A. Correct.

O. And that was on the basls that there hlere

profits made, and therefore you hrere supposed to remove

them from CO and take them out. Correct?

A. Yes.

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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O. Okay. So that's two ways we know 1t

happened. Again, w€ know from the records that you and

Mandy took out -- pardon me, paid into Mander 612?

A. Right.

O. When you Ìook at the amounts that you got

paid directly from Mr. Mander, Mr. Mander's companies and

that you took out of CO Capitat in the form of profits?

A. Okay.

O. Forgetting what you did with that money after

you received it. You received significantly more money

than you put in to the tune of a few million dollars, if

you do the math?

A. You just said something,

anything.

O. f'm asking you to concede

you didn't ask me

A. Did we not just talk about

MR. DAVIS: Go ahead.

THE DEPONENT: Yes.

BY MR. GOTTLIEB:

O. Okay. Perfect. Give me a

right. Could we just take a break for

please.

that's the truth?

this ?

Mr. Sbaraglia, of the what I call a few million

dollars more than what you and Mandy got back from EMB

and Mr. Mander than you paid EMB and Mr. Mander, that

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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money went into your personal accounts, not a corporate

account?

MR. DAVIS: What money went into theír personal

accounts?

MR. GOTTLIEB: The money that was received from

Mr. Mander and EMB and Mander Group Inc. that we're just

talking about.

MR. DAVIS: Al-l of it?

MR. GOTTLIEB: The monies that I was just talking

about, yes?

MR. DAVIS: Do You know that?

THE DEPONENT: No, I don't know that. I'm not

saying you're wrong. Irm saying I don't know that'

BY MR. GOTTLIEB:

A. Okay. Because these were monies that \^/ere

actually made payable to Yoü, not to CO, I just want to

make sure you appreciate that?

A. Maybe that's my confusion. You just said

there were two ways and one of the \^¡ays it was money was

from Mander to CO.

O. No, you completely misunderstood. f said

there are two ways: One, from Mr. Mander and his

companies directlY to You?

A. Correct.

O. And we know that number?

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305

4r6



1

2

3

4

tr

6

B

9

1-0

11_

I2

l_3

74

15

I6

T7

1B

19

20

27

22

23

24

25

41-1

478

41-9

420

Friday, October 29, 20L0 Peter Sbaraglia 90

A. Yep.

0. Plus money that you took directly from CO'

cheques written to You from CO?

A. Yes.

O. Okay. ExactlY. And those

Mr. Manderts direction, is the

v¡ere cheques that

were at

before?

way you've put it

A. Yes.

O. When you look at those numbers in total my

point r^/as, and then I thought you agreed with, based on

those numbers, the numbers that you actually got cheques

for that you then deposited into your account because

they \^rere made out to Peter Sbaraglia, that number

exceeded the amount that you put into Mr. Mander's

companies and Mr. Mander by a few mil-Iion dollars when

you do the math. Correct?

A. Yes.

O. Fine. Vüe are on the same page. Fine-

That's perfect. The monies that you got made out to your

name, all those cheques, Yoü didn't then pay those

monies, the monies that went into your pocket, your bank

account, to CO investors?

A. Some of it -- well , aqain, I'm going to defer

most of this to Mandy because she did the books and did

most of that stuff. I think some of ít did, actually'

NETWORK REPORTTNG 6' MEDTATTON (416) 359-0305
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O. Mr. Davis, will you give us an undertaking to

produce any evidence you have that the monies that went

into Mr. Sbaraglia oI Mandy Sbaraglia's accounts went to

investors, thereafter?

MR. DAVIS: I think you've got to be a little

more specific. I'm happy to give you what I can-

MR. GOTTLIEB: I'm not sure why I have to be more

specific. I thought it was pretty clear. we know that,

and it's just been conceded, Mr- Sbaraglia received a

significant amount of money, using broad terms, from EMB

directly or from CO directly by way of cheques written to

the name of Peter sbaraglia. Irve got binders of them.

MR. DAVIS: Yes.

MR. GOTTLIEB: I asked Mr- Sbaragl-ia whether or

not any funds that he received personally in his name/

therefore was deposited into his account, urent from him

to CO investors. He said he has to defer to Mandy, but

he thinks so. So I'm asking for any evídence of that

statement that monies went from Peter Sbaraglía or Mandy

Sbaraglia's accounts to the investors.

MR. DAVIS: We'll give you what we can.

UNDERTAKING

BY MR. GOTTLIEB:

O. Okay. Now, between .Tanuary of '06, we

at the first transaction with your mother, was the

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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transaction, and August of '09?

A. August of '09. OkaY.

O. New Loan Agreements were entered into by CO

Capital with various parties. Correct?

A. Yes.

O. And I haven't actually done the math, but

estimate how many parties, unique parties, separate

parties are we talking about?

A. Twenty-five 30. Something like that.

O. I think thatrs about right. I thought in the

neighbourhood of 30. Okay. So we're on the same page.

you refer to them all as friends and family in various

places, including the transcript with the OSC.

MR. DAVIS: It says "mostlyr" I'm not sure it

says ttaf l-. tt

MR. GOTTLIEB: OkaY.

MR. DAVIS: Am I wrong?

MR. GOTTLIEB: You are, but that's fine.

MR. DAVfS: T'11 defer to You.

BY MR. GOTTLIEB:

O. But I just want to make two points. It's not

correct that all- of the people that invested money into

CO had been to your house for dinner. Correct?

A. My house for dinner? No, John Maracassa came

to my house for dinner.

NETWORK REPORTTNG & MEDTATTON (4L6) 359-0305
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O. And others, if You go down the list?

A. Irm not sure.

O. StePhen Diamond?

A. Never.

O. Right. OkaY?

A. But have we eaten together? Yesr w€ have.

O. Okay. And I know this is going to sound a

bit odd. But not all 0f those that invested in co have

kids who have sat on your lap. That's just not true?

A. That's not true. Stephen Diamond's daughter

never sat on my laP.

O. Okay. I get the point. You recall'

Mr. Sbaraglia, that you told the securities commission

under oath the oPPosite of that?

MR. DAVIS : No . Don' t ansl^/er that question. If

you want to cross-examine him on the transcript, it's

only fair to put the transcript to him-

BY MR. GOTTLIEB:

O. Do you have the transcript? Before we do,

because T'Il- take the transcript in a second so Mr. Davis

is being fair, I'm going to withdraw that for a second

and then I'l-I come back to it. Okay.

The foans throughout this period, that we just

talked about, they were with CO Capital. Correct?

A. Yes.

NETVüORK REPORTING & MEDIATION (416) 359-0305
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CapitaI,

to those

Correct?

O. But notwithstanding that. they hiere with CO

you considered yourself personally t.o be liable

investors to make sure they got paid.

A. Say that again, Please?

O. Madam Reporter, would it be possíble for you

to read that back?

--- Last question read back by the Reporter

THE DEPONENT: I'11 answer it this l^/ay: CO

Capital owed them the money, not Peter Sbaraglia. But on

a moral level, and given that may be not every one of

them sat on my lap, but there \^/ere a lot of good friends

in there. On a moral level I would do what I could do to

pay them back.

BY MR. GOTTLIEB:

O. You, j-n fact, agreed that your personal

assets would be used to ensure that they got paid?

MR. DAVIS: In fact, agreed with whom? Where?

Vúhat are \^/e talking about, the OSC?

MR. GOTTLIEB: YCS.

MR. DAVIS: Okay. If you are putting the

transcrlpt to him, you really should be fair.

MR. GOTTLIEB: I really will put it to him as

soon as I'm ready to put it to him. But I'm just asking

some questíons right now.

NETWORK REPORTTNG & MEDTATTON (41"6) 359-0305
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MR. DAVIS: Okay. But if you are seeking to deal

with the prior inconsistent statement.

MR. GOTTLIEB: I haven't even tried.

MR. DAVIS: OkaY.

BY MR. GOTTLIEB:

O. Correct, Mr. Sbaraglia, you met with the OSC?

A. Yes.

O. And we won't go nuts and bolts yet through

ir?
A. Okay.

O. But at the end of the day, as they say' you

made it cfear to the osc that you would put your personal

assets up so as to ensure that your investors and co got

paid. Correct?

A. Yes.

0. Okay. So I want you to go to page 48 of the

transcript. Do you have a hard coPY?

MR. DAVfS: Yes.

BY MR. GOTTLIEB:

O. Good. Okay. If you can go to page 48. And,

Mr. Sbaraglia, you know what, 90 back to page 4 just

because we talked about this last time for just a moment.

It's not really significant

MR. DAVIS: Then whY ask him, then?

BY MR. GOTTLIEB:

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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O. Itrs not a bad point. But you see at the toP

Peter Sbaraglia, Sworn?of page it says:

Yes.

MR. DAVIS: f don't know how to break this to

your but I was going to admit it was his transcript.

BY MR. GOTTLIEB:

O. I know you were. So v/e're at page 48 . And

you'll see in the first paragraph on page 48?

MR. DAVIS: Starting where, at the top of the

page?

MR. GOTTLIEB: Yes

MR. DAVIS: Hang on a second.

BY MR. GOTTLIEB:

O. Page 48, line 4. He's there, 48, l-ine 4-

"lühat I know is that between now and the exit strategy of

this company here, I donrt want to run it anymore. T

don't want to do this an\¡more. f know I want to go

somewhere formal, somewhere registered, somewhere more."

And then the interviewer asks: "I understand. But you

haven't answered my question."

MR. DAVIS: Just so wef re clear I bel-ieve that is

Mr. Shahviri.

BY MR. GOTTLIEB:

O. I believe so. And then the ans\^Ier gJ-ven is:

"So between noI^I and then and a fallout of bed. " The

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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ans\^/er is: "Extremely unlikely. Extremely, extremely

unlikely. Do I have personal assets? Yes, I do. I have

my home and my building. I have some money and so on'

Remember, these are all my friends. !\]ill I make good on

that thing? The answer is, "yes."" So, sir, you are

telling the OSC that you are going to make sure that your

investors and CO get paid, and that you're putting your

personal- assets up to ensure that happens. Correct?

A. Yes.

O. Okay. And then the question is asked: "But

you're not personally liable to them on paper?" And your

answer is: on paper. But I shook their hands. Nobody

in there has a kid that hasn't sat on my lap. Nobody ín

there has not eaten dinner in my house. Nobody in there

I don't know less than ..." And so on?

A. Yes.

O. All- right. I just want to move slightly on'

MR. DAVIS: Can I put the transcript away?

BY MR. GOTTLTEB:

O. Yes, sir. Thank you. I sai-d before that you

entered into various Loan Agreements up to August '09,

and I just want to deal- with one point here. Do you have

a copy of the undertaking?

MR. DAVIS: Yes.

MR. GOTTLIEB: That was gíven to the OSC. And I

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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apoloqize we will jurnp around a little bit.

Mn. GOTTLTEB: Its several places. Just so t,rre

have it, where are you looking so Irll look in the same

p1ace.

MS. PRESTON: It is in Volume 1 of the OSC

Applicatj-on Record.

MR. GOTTLIEB: Volume 4.

MS. PRESTON: Right. OkaY.

BY MR. GOTTLIEB:

A. So, sir, this undertaking was signed by you

personally?

A. Yes.

0. And siEned b1r you on behalf of CO Capital

Growth?

A. Yes.

0. And it was signe on August ?th. Correct?

A. Yes.

0, '09?

A. Yes.

0. And paragraph 1 of the document that you

signed says: "CO Capital growth Corporation will- not

enter into anlr further Loan Agreements in reliance on

secti-on 2.4 of the National Instrument 45-016 made under

the Securities Act, Ontarj-o." Do you see that?

A. Yes, I do.
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0. And you understood when you signed this

docurnent that this was an important document?

A. r did.

a. Okay. And, therefsren you understood that

compllrinq with the undertaking you and CO Capital gave

was importanË. Correct?

A. Yes.

0. And I'm goinq to hand you Loan Ag,reement

nurnber l-83-F?

A. Yes.

0. And this is a Loan AEreement, dated August

2!,2009?

A. e-orrect.

O. And this is a Loan Agreement between CO

Capltal and CoLin Russel?

A" Comect.

A. And this is a rolf of an amount that came due

previously?

A, Correct.

O. But this is as of AugusL 21, t09 a nelÂI Loan

Agrèement, Correct?

A. Correct,

O. And that Loan Aqreement was entered into

contrary to the first paragraph of the undertaking-

Correct?

NETVTO,RK REPORTING & MEDTATTON (416) 35,9-0305
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MR. DAVIS: That actual-ly is a legal point, so

I'm going to instruct him not to anshler.

MR. GOTTLIEB: Okay. Thank you. Can we mark

that Loan Agreement as the next exhibit, please-

MR. DAVIS: Sure. Can \^ie go off the record for

one second?

EXHIBIT NUMBER 28: Loan agreement, dated August 2I,

2009

BY MR. GOTTLIEB:

O. I want to talk now, Mr. Sbaraglia, about

monies that were brought into CO Capital?

A. Okay.

MR. DAVIS: Hang on a sec. ' can I put some of

this stuff away? Are you done with these things?

MR. GOTTLIEB: I think so-

MR. DAVIS: Has this been marked?

BY MR. GOTTLIEB:

O. I marked it, Yesr as Exhibit 28- In your

Affidavit of August 10th, that I can turn up, and if you

go to paragraph 69, for examPle?

A. What tab would that be?

O. Under the j-ndex A. This j-s yollr Affídavit.

It says: "Since 2006 approximately ç29-9 míllj-on has

been left to CO." And it says: "Approximately l-8.9 went

directly to Robert Mander, EMB and Mander Group."?
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A. Right.

a. Your evj-dence is that $7 million,

approximately, that was given to co capital by j-nvestors

did not go to Mr. Mander?

A. Correct.

O. Okay. Irm not sure a lot turns on it. The

numbers that the Receiver has are slightly different, and

f'11 give you an example. If you go to tab 9 of this

brief, and this is a chart prepared by who?

A. I think MandY

O. Okay. Mr. Davis, do you know? Mr" Davis,

can you help on that?

MR. DAVIS: I think MandY.

MS. PRESTON: I can really help, Mandy did-

MR. DAVIS: Just go off the record.

--- Off the record

BY MR. GOTTLIEB:

O. Back on, please. So page 3 of this document

is where I'm going to ask you to look. This document

purports to set out all of the contracts and the amounts

recej_ved, which is where the total- of 25. 9 mil-lion comes

from?

MR. DAVIS: I'm not sure that is right. You are

right with respect to the total in the numbers. T don't

know if I ever made the inquiry about the contract. This

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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hias intended to show the dotlars. I've never checked the

contracts. It looks like that.

MR. GOTTLIEB: Vüell, but the lender column?

MR. DAVIS: It looks like that. You asked the

question, it was intended -- what was intended to show

the flow of money. I'm presuming that all the contracts

are there, but I've never made that inquiry.

BY MR. GOTTLIEB:

O. If you go on to page 3, which says "January

to December 3t., 2008." You see that page?

A. Yes.

O. You see just about

there is two entries for March

million?

an inch

2008,

and a

2.7

half down

million and 21_

A. Yes.

O. You see if you recall those are actually

amounts that went to Pero, they didn't actually go into

CO; they went directlY to Pero?

A. Okay.

O. Does that ring a bel-l that those numbers, the

2.7 and the 2 million 4.'7 , went in totaf to Pero?

A. It does ring a bell.

A. Okay. So, again, I'm not sure we need to

fuss too much about the exact numbers. Your documents

would suggest, based on your Affidavít, that there was $r

NBTWORK REPORTTNG & MEDTATTON (416) 359-0305
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mill_ion that came into co from investors that didn't go

downstream to Mr. Mander, the Receiver's number is

actually less than that. it's in the neighbourhood of 5.6

to 6 million, in that range. But based on your own

evidence, síT, you acknowledge that somewhere in the

neighbourhood of $7 million that was received from co

didn't go to Mr. Mander?

A. Riqht. And we look forward to coming ín and

explai-ning and showing it all.

O. Okay. Got that. All right. Now, according

to your Affidavit, again paragraph 69, it says:

Approximately, $18. 9 mil-lion went directly 'to Robert

Mander, EMB Mander group. Do you see that number?

A. Yes, I do.

O. Where does that number come from?

A. I'm going to defer that to MandY-

O. Because based on all of the documents that

the Receiver has reviewed, and again I can walk through

the bank statements and the ins and outs based on the

Receiver's report, just so that you know that this has

been disclosed, j-t was actually the number of $15.4

million that went down to Mr. Mander and his group of

companies not the 18.9 So, Mr. Davis, wiII you undertake

to show us a calculation as to how that number 18.9 is

arrived at?

NETWORK REPORTTNG & MEDTATTON (4t6) 359-0305
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MR. DAVIS: I'm going to take that

under-advisement. Just so we're c1ear, it is the

position of my clients that the Receiver is not correct.

We don't know how you arrived at those. We believe those

figures are not correct.

MR. GOTTLIEB: That's interesting. That doesn't

have a lot to do with what I just asked. You've got a

number in a sworn Affidavit, and I'm asking you to

provide proof of that number. And you're not going to

undertake to do that?

MR. DAVIS: Ask again, what is it?

MR. GOTTLIEB: In paragraph 69 of the Affidavit

it says: "Approximately, $18.9 mitlion went directly to

Robert Mander, BMB and Mander Group." vüoul-d you provide

an undertakíng to provide us with t.he evidence as to how

that number ís arrived at?

MR. DAVIS: Yes.

__- UNDERTAKING

MR. GOTTLIEB: Okay. I will say that based on

the Receiver's records, just So you can look at this when

you ans\^Ier that undertaking --
MR. DAVIS: Are those records in the evídence?

MR. GOTTLIEB: In the evidence on the motion?

MR. DAVIS: Yes?

MR. GOTTLIEB: No.

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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MR. DAVIS: Then don't say what it says. You

should be asking questions and not putting statements on

the record. There is no evidence from what you are

making suggestions, and to be fair to the witness I donrt

think you should be putting that information before him

if that information is not in the record.

BY MR. GOTTLIEB:

O. Vühat you should look at when you're answering

that undertaking, is there is approxlmately $3.5 million

that actually didn't go directly down with respect to

Pero?

MR. DAVIS: That didn't go directly down to

where?

MR. GOTTLIEB: EMB and Mander. So I'm trying to

help you when yoLl ans\^¡er the undertakinq, when you say in

the sworn Affidavit that it's 18.9 mil-lion that went down

to Mr. Mander.

MS. PRESTON: I understand that you are saying

that 3.5 of that didn't go.

MR. GOTTLIEB: That's all f'm saying to try to

help you when you look at the document'

MR. DAVIS: I don't recall this off the top of my

head. Let's recall that at that point j-n time Mander had

control of the Pero bank account. But I don't know, but

I hear your point.

NETWORK RBPORTTNG & MEDTATTON (41-6) 359-0305
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BY MR. GOTTLIEB:

0. Thank you. Now, in the fourth report we can

turn it up or I can just stay with the statement, i-f you

want to look at it, that's fine, in the fourth report it

states that CO recej-ved directly from EMB and Mander and

Mander Group Inc., and this is page 11- of the report, $18

mill-ion 446,000. Do you see that number?

A. Yes.

O. Your counsel has iust said that you donrt

agree with the numbers in the Receiver's reports. Do you

have any evidence at all that number is incorrect? And

if so provide í1, please, because the numbers were taken

from, I will put bluntly, your bank records, the bank

records of CO

MR. DAVTS: I don't know that there is a

disagreement as to that number. But if there is I wilt

Iet you know.

_-- UNDERTAKING

BY MR. GOTTLIEB:

O. Thank you, very much, I appreciate that. So

the bottom line in a nutshell that I'd like you to

concede for me, is that when you compare the back and

forths of what was sent by to Mander and EMB and Mander

Group Inc., and you compare that number to what was

delivered back upstream to CO, CO, as a company' forget

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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what it did once it got the money, CO as a company got

more than it gave?

MR. DAVIS: Well, I think that's a unfair

question. Because the part forgetting what it did with

the money, if it gave that money then that's an unfair

question and that is the position of my client. In other

words, they got X, right, they paid out X, they got back

Y and you're saying forget what they did with that

money.

MR. GOTTLIEB: Correct-

MR. DAVIS: And that's unfair, because if they

gave that money back to the investors --

MR. GOTTLTEB: You can make whatever arguments

you want, Mr. Davis. If m all-owed to get the facts from

the witness. I want the witness to confirm for me that

when you simply do the mathematical disbursements and

receipt comparison between what CO gave to Mr. Mander and

his companies and what co, the corporation, got back from

Mr. Mander and his companies, co is in t.he positive not

the negative. I want an ans\^¡er to that question. I'm

allowed to ask for the mathematícal question, and you can

make whatever argument you want about it.

MR. DAVTS: Your mathematics is right here.

BY MR. GOTTLIEB:

O. So you don't disagree with the mathematics?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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A. I really don't have an opinion on this. I'm

going to ask you to give Mandy this question. She knows

the numbers.

MR. DAVIS: Why don't I do this. I'Il- give you

the undertaking. What do You want?

MR. GOTTLIEB: I want an ansv/er to the question,

actually. You just said the numbers are there,

Mr. Davis. I want a concession that CO got more from Mr.

Mander and EMB than it gave to Mr. Mander and EMB.

MS. PRESTON: fsn't that the same questj-on that

v/e started with this morning?

MR. GOTTLIEB: No, it was a completely different

question. I was asking about Mr. Sbaraglia personally

this morning.

MS. PRESTON: Oh' sorry.

THE DEPONENT: It doesn't take into account

enough things. It doesn't take into enough account the

venture that was bought. It doesn't take into account

things that were used to run the company' and so on-

This chart, to tel-l you the honest truth I have no reason

to doubt that you would lie about these numbers.

BY MR. GOTTLIEB:

O. That we would lie?

A. Yes, I have no reason.

O. You have no reason to believe \^/e'd l-ie about

NETWORK REPORTTNG 6, MEDTATTON (416) 359-0305
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the numbers?

A. I don't. I don't. I don't know if these

numbers are correct or not. That's not what I'm saying,

though. Vühat I'm saying is it's enormously important

that we give you the enLire picture. You are asking for

a concession for something right now' I don't know if
j-t' s right or wrong.

a. I'm going to keep asking questions,

Mr. Davis. The bottom line is you will not concede, I

cannot get a concession from the witness that when you

simply do the math of the receipts and disbursements that

CO got more back from Mr. Mander and his group of

companies than it put into Mr. Mander and his group of

companies?

MR. DAVIS: Our position is very clear that CO is

a net user. That is the evidence. You just choose to

look at a portion of it, and I think that's unfair-

MR. GOTTLIEB: Wil-l you give me an undertaking to

show that CO received less money back from Mr. Mander and

his companies than it put in? Just can I have the

undertaking?

MR. DAVIS: You can have the undertaking.

UNDERTAKING

MR. GOTTLIEB: Thank you -

wasn'tIMR. DAVIS: Wait.

NETVüORK REPORTING 6,
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have the undertaking as to how much they put in, how much

they got back and what happened to the money.

MR. GOTTLIEB: No, sir. You can't tel-l me that

you're going to give me more than I asked for. With

great respect, this isn't your examination. I'm all-owed

to ask my question. If you want to refuse it, refuse it-

You can't say: I'm going to give you what you asked for'

But f get to answer more than you asked for. I'm sorry'

thatrs improper.

MR. DAVIS: You're right, actuallY.

MR. GOTTLIEB: Do tr have the undertaking or not?

MR. DAVIS: Yes. You have that undertaking.

MR. GOTTLIEB: Thank You.

_-- UNDERTAKING

BY MR. GOTTLIEB:

O. Now, based on what the Receiver's report

says, when you look at the dollar numbers and thiå is

what you're going to give, what your counsel has just

given an undertaking about, CO Capital got more money

from Mr. Mander's companies than it put in. When we l-ook

now at the values in CO, itself, as it stands today' CO

Capitalr âs a company, what is the value of the assets of

CO today?

A. I don't know. Not a lot.

MR. DAVIS: Well, I don't know that's right. One

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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of the assets of co is the lawsuit that it maintains, and

I appreciate that you and I have a difference of opinj-on

as to the value of that asset.

BY MR. GOTTLTEB:

O. Forgetting for a moment that asset, that

Mr. Davis just talked about, what is the value of the

assets in CO?

A. I said I don't know.

O. But not very much?

A. Correct.

O. Okay. Because when you take all the

information that the Receiver has looked at, it is not

very much?

A. Right.

O. Plus it's got a whol-e bunch of liabilities on

top of that we know for certain. Correct?

A. Yes.

O. But the net asset base is very small, agreed?

A. Agreed.

O. Okay. Vüe tatked before about monies in the

neì-ghbourhood, again, I'm not tryi-ng to be precise,

according to your Affidavit, of $7 mill-ion more coming

j-nto CO than goinq down to Mr. Mander?

A. Right.

O. So that $7 million that came in, either was

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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l-ost or somehow Paid out. Correct?

A. Again, let Mandy conìe and explain the numbers

to you.

O. SorrY?

MR. DAVIS: That $7 million dollars is accounted

for in the Affidavits.

MR. GOTTLIEB: That $7 million dollars is

accounted for in the Affidavit?

MR. DAVIS: Yes.

MR. GOTTLIEB: OkaY. Show me that.

MR. DAVIS: Look at paragraph 70 of the August

1Oth Affídavit.
MR. GOTTLIEB: Yes. Yes, I see that.

MR. DAVIS: That's what I understand is the

answer.

MR. GOTTLIEB: You see' Mr. Davis, this is the

problem with you answering things l-ike that because this

is not even close to an ans\^Ier to the question I just

asked.

MR. DAVIS: Yes, it is, actuallY-

MR. GOTTLIEB: Okay. If that's the answer, with

great respect it's very inaccurate. so why don't you let

me deal with the witness on this, and then we can go

on.

MR. DAVIS: If you want the undertaking as to

NETVüORK REPORTTNG 5, MEDTATTON (416) 359-0305
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what they know as to what happened to that money, they

can do that.
MR. GOTTLIEB: Irm going to actually go through

that right now a littte bit.

MR. DAVIS: Go ahead.

BY MR. GOTTLIEB:

O. CO had trading accounts. Correct?

A. Yes.

O. You opened uP those accounts?

A. PersonallY?

O. Yes?

A. No, I might have -- no, sometimes- No.

O. Pardon me?

A. Not that I recal-I.

O. One sec.' please. Ifm just going to show you

a couple of things. I don't think we have to get too

fussed about this. For example, here is an Interactive

Brokerage Customer Disclosure Agreement. There is a

signature. Whose signature is that?

A. I signed it. ,Just so we're clear, it takes a

long time to open these accounts. And people at work

woul_d go through all the steps of opening them. And once

they're opened I'd sign them. But the actual opening of

the account is a 1ong, tedious process and that's how I

\^ras answering your question.

NETWORK RBPORTTNG & MEDTATTON (4L6) 359-0305
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O. Okay. You were the one who directed the

opening of those accounts?

A. No. Robert directed everything that

happened. Robert was very much in charge-

O. I understand Robert was very much in charge-

But you signed for the opening of the accounts?

A. Yes.

O. Okay. And so you had accounts at Interactive

Broker, yoü had accounts at Questtrade, You had accounts

at Trade Freedom. Correct?

MR. DAVIS: ,fust the way you asked the question,

I'm sure you didn't mean to be misleading, but I'm sure

you meant CO had accounts?

BY MR. GOTTLIEB:

O. CO had accounts, correct?

A. Yes.

O. And tradinql accounts was opened by Mand Asset

Tnc., as well?

A. Yes.

O. And I can show you the documents again, but

Mandy signed for those?

A. Yes.

0. And there \^iere accounts opened for Pero. And

I can show you, you signed for those?

A. Okay. I believe You.

NETWORK REPORTTNG & MEDTATTON (4t6) 359-0305
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O. Okay. VùeIl, I ' ll j ust

A. It's fine. I believe You.

O. Okay. Yes. Perfect. So you signed for the

opening of those accounts. And I presume Yoü, obviousÌy,

had authority with respect to those accounts, signing

authority and transactional authority with respect to

those accounts?

A. Yes.

O. And you got the account statements with

respect to those accounts?

A. Yes.

O. And we've looked at, as you know, because Ifm

sure you've read the Receiver's reports, that when you

look at the trading in those accounts on an aggregate

basis they l-ost ç2.4 mil-lion the tradíng 1n those

accounts. Correct?

A. I don't know the number, but lrll- say

ttcorrect. tt

O. Vüould it be helpful if I showed you the

report?

A. No, I believe You

O. Okay. So when we ta.l-ked about that some of

the money didn't go downstream to Mr. Mander?

A. Right.

O. Vüe know that some of the money came in

NBTVüORK REPORTTNG & MEDTATTON (416) 359-0305
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actually went to those trading accounts, the Interactive

brokers?

A. Thatfs correct.

O. And we know, therefore, that the money that

went in had a net loss of over ç2.4 mi-llion?

A. Correct.

0. Okay. So that's where some of that money

went, okay, to losses?

A. Yes.

A. Okay. And you, obviously, being the

recipient of those statements, knew about those losses as

they \^/ere occurrinq?

A. As they ù/ere -- Yes, I did.

O. Okay. And when you \^iere examined by

Mr. Shahviri, by the OSC, and I am happy to take you to

it, you talked at length about the strategy that was

being used with respect to trading?

A. Correct.

O. And the stock losses you recall, and all

that?

A. Yes.

O. And you talked about how there \^/as in those

schemes very little risk of significant l-oss?

MR. DAVIS: What Page are You on?

MR. GOTTLTEB: The witness said he didn't need

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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the transcript, so

MR. DAVIS:

the transcript

I'm not sure why you're

If yourre not cross-examlning him on

MR. GOTTLIEB: I'm not-

MR. DAVIS: OkaY. Fine. Go ahead-

BY MR. GOTTLIEB:

O. And when you \i\Iere being examined you were

giving your evidence as to your true version of the

trading strategy that was being employed. Correct?

A. Correct.

O. And why losses were not of any significant

degree in those accounts. Correct?

A. Correct.

O. And at no time during that examination at aII

do you advise the oSC that, in fact, Yoü knew there hlere

significant losses in the millions of dolfars in the

trading accounts at CO. Correct?

A. Correct. But at the time of my interview

there \^iere no CO accounts that \^Iere being traded, Robert

had. all of them. They had been liquidated towards the

end of '08. Don't hold me to these dates, okay, but at

the end of '08 Robert wanted alt the accounts liqrridated

and put into a master account. At the time of our

interview there was very little hel-d in CO accounts.

a. If you want to turn up the seventh report of

NETVüORK RBPORTTNG & MEDTATTON (41'6) 359-0305
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the Receiver. I can just show it as one page it will-

speed things up. That's fine. And I shoul-d tell you

that aII of the records, the trading records are at

Appendix I of this document. So if you want to look back

at the Appendices I'm happy for you to. What you see is

in CO aggregate there is a loss of ç2.436 million- And

presume you knew that loss?

A. Yes.

O. We know that 2.4 million of that had occurred

as a result of trading in '07 and '08. Do you see that?

A. But particularJ-y over two was in '08.

O. I understand that. Vühich was before you hlere

examined?

A. Yes.

O. So when you were sitting in the chair being

examined talking about your low risk strategy, You didn't

say at any point to the OSC: My strategy isn't working

very well, because in CO I've lost 2.5 in two years in

trading?

A. No, that's not it. I'11 explain that.

O. Show me on the transcript where you say --

I'm asking show me on the transcript where you say

anything to the OSC about suffering losses in the

accounts that were being traded on behalf of CO?

MR. DAVIS: He's trYing to give You an

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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explanation for the last request question- You're

interrupting in the witness. vühat I said was he should

be entitled to give his explanation. Go ahead'

THE DEPONENT: What I believe to be true on the

day of my examination was that Robert was a fabulously

wealthy trading, investing guru. what he taught me what

he did with his father's money with the Options Club'

with his o\^In money, with his large cap stuff was exactly

the stuff that I said in my interview. what he always

said to us was co relative to his net worth, it was his

smal-l cap stuff that he enjoyed the volatility with, if

it went up, if it went down, he didn't care, he said:

Peter, Irm responsible for it. I'm goinq to pay you

back. Don't worry about it. This is nothing to worry

about. In 2008 he said: This is fantastic. Keep

letting it go down. I don't care how low it goes'

because eventually it's goinq to come back up and I'l-l

make a fortune off of this stuff. In the meantime

oh.

O. Keep going. I apologize for making the

gesture, the suggestion that it's good when stocks you

purchase go down. Sir, you']I agree with me that makes

no sentence?

MR. DAVIS: Let him finish. Let him finish.
you're saying it wasn't fair to make a gesture like that
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when he was answering. Go ahead.

THE DEPONENT: The parts of the accounts that he

had with us he said it's the small- cap stuff that enjoys

volatility, he enjoyed the volatility. And it didn't

matter if you had enough money to back it all up. He

said he had money in Options in Arizona, a fund in New

York, his personal- money' his venture, hj-s real estate.

And f, like everybody else, h/ere spokes on his wheel,

believed him.

MR. DAVIS: Have you finished? Keep going.

THE DEPONENT: And all- I'm saying is that when I

went in -- when I went into my interview I was explaining

to the OSC what Robert had taught me he was doing with

the overall big picture. He would even, he'd talk about

venture as being something that you might hit one out of

20 on. And he was willing to put money into venture

because of the potential pay off. And he didn't care.

He portrayed himself as having a net worth so vast that

to lose $2 million \^tas insignif icant.

BY MR. GOTTLTEB:

O. You're not answering my question- None of

this is answering the question I asked. r don't want to

seem rude by interrupting, but I'd really like an answer

to my questíon?

A. Which is what, one more time?
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O. You never told the OSC that, notwithstanding

the strategy, that you told them about that there was

very little risk to suffer any real l-osses; you didn't

tell them that, in fact, in the last two years you had

lost over ç2.5 miltion in the only account that CO was

operating?

A. Robert had, Yesr you're correct. I didn't

tell them I had.

a. You said that Robert had?

A. Robert controlled the accounts.

O. But you knew about these losses?

A. Yes.

O. You told the OSC about this strategy that was

being implored. And by the wâY, sir, at no time did you

say this was Robert Mander's strategy. You said this was

your strategy. At no time in the transcript, and if you

want to show me somewhere on the transcript that you

weren't speaking about yourself that were you speaking

about Mr. Mander you can show me that because I say to

you it's not there. So just to get to the point you told

the OSC about this low risk strategy?

A. Right.

O. CO had trading accounts opened in '07 and

'08?

A. Yep.

NBTWORK REPORTTNG & MEDTATTON (41'6) 359-0305
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O. You lost ç2.5 million in the aggregate.

There \^/asn't a gain there. You l-ost 2-5 and you never

tell that to the OSC?

A. Right.

O. And that was the money that was sent to you

by your friends and family, as you say?

A. Right.

O. Correct?

A. Uh'hmm.

O. And the fact that Mr. Mander may have had

personal wealth that was of no help to your friends and

family, whatsoever, because this hlas money they gave CO

Capital to invest?

A. Right.

O. And if CO Capital l-ost it a1l, the fact that

Mr. Mander had personal wealth was of no moment to your

friends and familY. Right?

A. No, that's incorrect, because he was always

backing the notes that hle were signing.

O. Thatf s not true, sj-r, at no time was he

backing it. Irve looked at every single shred of paper

in this file, and when you were taking money in '06 and

'01 and '08 and '09 there is not a stitch of paper from

Mr. Mander saying he's backing anything, is that right?

MR. DAVIS: I don't think you are right. Just
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bear with me for one second. can we go off the record?

BY MR. GOTTLIEB:

O. I don't want to go off the record. I want to

stay on the record. So 1n answer to my questi-on,

Mr. Davis says that there is a document that says my

statement is wrong, that throughout that time period. so

what document are \^Ie looking at?

MR. DAVTS: We're looking at the EMB/CO Capital-

Loan Agreement that is dated as of June 26, 2007.

BY MR. GOTTLIEB:

O. June 26, '07. Vrlhen was that document

actually created and signed?

A. It was at the time in the interview.

O. Right. It was created and signed in August

of'09. So in '06, '07, 'OB and'09 when you're raising

funds from your friends and family there is literall-y no

guarantee or any form of written assurance, whatsoever'

from Mr. Mander that he's going to make good on these

Ioans that you've taken in from your friends and family.

Correct?

A. Two things. First of all-, there were

guarantees, handshake is verbal. Second of a1l, there

were some robert was not the best paperwork guy in the

world, he really wasn't. And you might have notj-ced

that. And the third thing is that never' at any point'
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ever once did he give me any reason to suspect that he

r^rasntt qoing to pay back ever. Ever.

0. Again, [4r. Sbaraglia, yourre going to have to

answer my questions as opposed to giving informatj-on that

you want to give. I asked you whether or not there was

anything in writing from Mr. Mander?

A. I said there were some things in writing.

O. You've got to l-j-sten to my question: A

quarantee from Mr. Mander that he would make good on the

amounts CO owed?

A. There was some' Yes.

A. Show me?

A. V[e11, wê have sorne Loan Agreements from when

co capital raised some money, and then co capital gave it

to either EMB or Mander, In Trust. Did he si-gn something

back to us?

0. Back to?

A. CO saYing --

O. Not to ]¡our investors?

A. Pardon me?

O. Not to your investors?

A. No, to CO.

0. Right. Vùhich means that and it I¡/as never

Mr. Mander, personallY, was it?

A. Somet.imes.
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O. Okay. Will you produce those, please?

A. Sure.

MR. DAVIS: Whatever we can-

_-_ UNDERTAKING

BY MR. GOTTLIEB:

O. Okay. You say that Mr. Mander hlasn't good at

recordkeeping?

A. Right.

O. Sir, but with respect it was your oblígation

to protect CO investors. Correct?

MR. DAVIS: VüelI, he's not going to answer that

question.

--_ REFUSAL

BY MR. GOTTLÏEB:

O.Al-lright.sowhereweh/ere\^/asthatwe've
acknowledged that based on the chart and the trading

records there was a ç2.4 mil-Iion loss in the trading

accounts. So we know that some of the money that didn't

go down to Mr. Mander/ apploximately there was a negative

2.4 míIl-ion in CO. Correct?

A. Vüe established that, Yês.

O. Okay. Perfect. And I think we established,

and if not I'm happy to walk through this for you, based

on the bank records of CO when you compare the amount of

money that you and Mandy personally put into CO, and you
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compare that with the amount of money that you and Mandy

took out of CO?

A. Right.

O. That number was positive to you and Mandy by

approximately ç2.1 mill-ion. You took out ç2.1, mil-lion

more than you put into CO. Do you accept that?

A. Again, I defer the numbers to Mandy. I'm

not

MR.

that is the

you know.

DAVIS: Let me help

correct number. If

with that. r

wrong, T will
you

it's

believe

let

MR. GOTTLfEB: Thank you. I appreciate that'

Mr. Davis. Just so you have it, so Irm accurate, it's

about 2.7 million. If that's wrong, yoü will advise me

on the basis of Your statement?

MR. DAVIS: It actual-Iy sounds like I want to

make sure that I have this right, 2.1 you say that stayed

with CO?

MR. GOTTLIEB: No-

MR. DAVIS: SorrY, the Sbaraglias?

MR. GOTTLIEB: Vühen you do a reconciliation of

the amounts in and the amounts out.

MR. DAVIS: Of CO?

MR. GOTTLIEB: Of CO between the SbaragJ-ias and

CO the Sbaraglias are positive 2-1-87 million-
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sounds correct. That theY

because my understanding IS

2.187

about,
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MR. DAVIS: The

it If m not so sure

incl-udes expenses.

MR. GOTTLIEB:

of that.

5s6

It doesnrt. The exPenses are on

top

MR. DAVIS: The 2.11 figure sounds right. Vühat

happened to that money is what \nle're quibbling about.

MR. GOTTLIEB: I don't think ule're quibbling

about it.

MR. DAVIS: Wel-l, actually, let's just go of f the

record.

MR. GOTTLIEB: I would rather stay on the record'

MR. DAVIS: Let's l-eave it at your number ís

right, unless f advise you to the contrary-

MR. GOTTLIEB: Perfect. Thank you, very much.

MR. DAVIS: And just so we're clear, over what

period of time? Over the total period of CO life?

BY MR. GOTTLIEB:

O. That's right. Up until Ju1y, 201-0. So we

know that 2.4 mLLLion was lost on trades, and we know

that 2.187 went to you and Mandy. So we're no\nl up to

$4.5 mil_lion. so we know where that money went. Are you

with me so far?

A. I'm with You.

O. Now, Mr. Davis referred to expenses- And
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just give me a second, 1f you would- Based on the

banking records that v¡ere reviewed when you just take

what are general expenses, íf I can cal-l them that wâY'

and I have a schedule of those expenses taken, which

again I'm happy to share, the number that is arrived at

is about $985,000 for expenses over that January, '06 to

July, 201,0 period. And I'm happy to show you a schedule

of the expenses

A. You don't have to. It sounds l-ike a

reasonabl-e number. I don't know for sure, but you don't

have to show me your schedule.

O. I'm just going to hand it across, just so you

can have a quick review of it because I want you to be

comfortable with the numbers.

MR. DAVIS: I don't think these numbers are

right.
MR. GOTTLIEB: Mr. Davis, if you can provide any

evidence -- again, I'm not trying to be cute, there is no

maqic to this. vühat the Receiver did is went through the

RBC bank accounts and pulled out a line-by-lj-ne entry and

HSBC, pardon me. I apologize for not being clear. If

you want to go through the statements and show where the

numbers the Receiver came up with are \4/rong' by aI1

means. 'The Receiver doesn't want to get these numbers

wrong. so if you say that the numbers are somehow uilongf
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by all means advise us so the Receiver can review it.

--- Vühereupon proceedings recessed at 12:03 p'm'

--- Whereupon proceedings resumed at I2zI5 p'm'

BY MR. GOTTLIEB:

O. Mr. Davis, I'ITI soïry' I don't remember right

before the break I was asking to confirm that the expense

schedule coming to a total of 984 was accurate?

MR. DAVIS: He has no idea.

MR. GOTTLIEB: Okay- Wel-l, these are the numbers

that the Receiver came up with. And I'm asking if you

can advise us whether you have any evidence at al-l that

those numbers are wrong?

MR. DAVIS: We don't have any evJ-dence they're

wrong or right. vüe've never seen those numbers before.

MR. GOTTLTEB: Of course, he's seen those numbers

before.

MR. DAVIS: Not those. Are they in the report?

BY MR. GOTTLIEB:

O. I'm going to deal with the witness on this'

These are all- from co bank statements, sir. You got the

CO bank statements?

A. I do.

0. And either you have or Mandy reviewed them on

a monthl-y basis as theY came in?

A. MaYbe not monthlY. But, Yes.
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O. I'm pretty sure they did because there is

handwriting on each much them, which describes where

money came and went from?

A. Probably MandY's handwriting.

O. There is no doubt about it, either you or

your wife reviewed the statements on a monthly basis?

A. Okay.

O. The numbers that f rve sugg:ested to you as

being accurate show that $984 ,7IB in what I'm going to

call "general expenses" were paid from the CO accounts

from January 9, 2006 to JuLy 26, 2010. I put that

statement to you. You have access to those bank

statements. And as you said, you or your wife reviewed

them on a monthly basis. Do you have any reason' sitting

here today, to believe that the numbers I've put to you

are not accurate?

MR. DAVIS: That's not a fair question.

BY MR. GOTTLIEB:

O. Okay. Will- you undertake to provide me with

an analysis based on CO Capital's own bank records what

the expenses üiere paid from the CO Capital bank accounts

between January 9, 2006 and July 26' 20!0?

MR. DAVIS: Before I answer that' can you explain

to me the relevance of that?

BY MR. GOTTLIEB:
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O. You just Pointed me, Mr. Davis, to a

paragraph of an Affidavit where you said where the money

that went into CO Capital went that didn't go downstream

to EMB and Mr. Mander. What I'm doing, in a very

pain-staking manner' is showing where a bunch of the

money that was in CO CaPitaI went-

MR. DAVIS: I actually think that is a good

response. I don't know if they are abl-e to provide the

analysis. I just don't know that. They have the bank

records which you have, âs well. Why don't I suggest

this, vrhy don't you send me that document wíth that

analysis that you have and we'll- give you a best efforts

undertaking to determine whether or not we do or don't

agree with it?

MR. GOTTLIEB: And if you do not agree where the

disagreements lie. Yes?

MR. DAVIS: OkaY. If we can.

MR. GOTTLIEB: If you are going to say you

disagree, Mr. Davis, I think I'm entitled to say why and

on what basis.

MR. DAVIS: I think You are.

UNDERTAKING

MR. GOTTLIEB: I'm going to hand across no\^¡ a

copy of the schedule of Expenses for the period that I've

already said

NETWORK REPORTTNG & MEDTATTON (4L6) 359-0305
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MR. DAVIS: I take no

piece of paper.

MR. GOTTLIEB: That's

it to Ms. Preston, who is verY

things.

MS. PRESTON: PerhaPs

exhibit?

Peter Sbaraglia !32

responsibílity for this

why I'm asking You to hand

responsible with these

you should mark it as an

MR. DAVIS: Bearing in mind

me examine Mr. Kofman. To then have

forward wouldn't be fair. So.

MR. GOTTLIEB: Thank You for

advise?

that

his

you wouldn't let

accounting put

that. Youfll

MR. DAVIS: If you can send me an electronic

that would be helpful, perhaps Mr. Kofman can get it

his BlackBerry?

MR. GOTTLIEB:

O. ft's not in that form in one page, which

why T simply canft say no\^I. But f will- get that to

by email.

Also, based on the records, and I think you

familíar with this, CO made a direct investment in

capital market technologies which is a company.

Correct?

A. Yes.

O. And that investment resulted in a loss'
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Correct?

A. It's unrealized so I don't think -- yeahn it

lost mone\¡. Yes, it did.

0. Okay. And the total amount that was paid

with respect to that stock hlas' according to our records,

and I belíeve I saw this in the material that you gave to

the Securíties Cornmj-ssion, as wet1, because I'm sorry

to go on a tangent, you recaIl, Mr. Sbaraglia, !¡ou gave

the OSC sorne schedul-es that showed the various venture

capital that you had?

A. Yes.

O. One of those was CMKT?

.4.. Yes.

O. And the number that I've got from those

records J-s approximately $435/0,0.0 worth of shares. That

sounds about rj.ght? Because I can take you to the

documents?

A. That sounds about right. Again, I'11 defer

the numbers to Mandlr.

O. If you have any information that the number

Itve given is incorrect, Mr. Davis, will you please

provide us?

¡4R. DAVIS: As best we can.

--- UNDERTAKTNG

BY MR. GOTTLTEB:
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O. Thank you. And do you know the value of

those shares todaY in CMKT?

A. Not much.

O. Okay. So we're not goíng to be exact on it'

those trades because there l^/ere various purchases of CMKT

resul_ted in losses in the neighbourhood of somewhere

between 400,000 435,000. Does that sound about

right?

A. Yes.

O. And so next what we know is that CO Capital

paid money directty to Mand Assets. You're famil-iar with

that?

A. Yes.

O. And Mand Assets is a company that was

incorporated and is owned by Mandy. Correct?

A. It is now. It was Robert and Mandy's.

O. It was Robert and Mandy. At any rate, it was

a related company to co in that Mandy was a 50 per cent

shareholder of that, ât the time?

A. Yes.

O. And the amount of money that was sent over to

Mand Assets, according to the records, including the

amount that was sent over to the Mand interactive

broker's account was $4131000. Does that sound about

right to you?
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A. Matt, I don't know- Itm not doubting you' I

just don't know.

O. Mr. Sbaraglia, I appreciate that. So, again,

I am trying to make these thlngs a little bit simpler. I

can show you the bank records. But if you have any

information that number is inaccurate, I'd appreciate you

advising me and tel_Ii_ng me what you say the accurate

number is based on the bank statements?

MR. DAVIS: If we can.

_-- UNDERTAKING

MR. GOTTLIEB: Okay. Otherwise, Mr. Davis' we're

going to take ít.on the record that number is accurate.

Mr. Davis, I can' and I say this, and this is going to

come l-ike a threat and f don't mean it like one' we have

all the bank records here, every one of them. I can go

through line item by line item and though where the money

went to Mand.

MR. DAVIS: You haven't shared with me previous

to today.

MR. GOTTLIEB: Vüe haven't created financial

records. These are from co capital's bank statements.

MR. DAVIS: Created statements or summaries'

It's one thing to have 1,2 or 24 bank statements and come

along and say ç2,000 was spent on Hydro, that may be true

but we haven't seen it and we don't know that. we may
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have 72 bank statements with payments to ontario Hydro,

we haven't had the opportunity to look at it. It may be

right, but it may be wrong. But to put it to the witness

without having an evidentiary record, while it may be

something that you are entj-tled to do it doesn't make ít

as a matter of fact. So we are triyíng to be

co-operative, and we're trying to say if we can figure it

out we will.
MR. GOTTLIEB: That sadly means, Mr. Davis, that

I'm qoing to pull out the statements and go tine-by-1ine.

Irm trying to make it simpler by saying: Here is the

number that we get from the statements that we've added

it up. You are futly entitled to say: You've added it

up incorrectly, l-ook at the statements. If you thj-nk the

court-appointed officer has incorrectly added, I get it,

you're entitled to do to it.

MR. DAVIS: Al-l- I'm tel-ling you is to the best we

can figure it out we'll either confirm it or not. If it

turns out we can't confirm it I'm not taking it as a

fact.
MR. GOTTLIEB: Irm going to have to go

line-by-line then. Because what you are saying to me,

bluntly, is: I'm not goíng to let you put it in the

record that number.

MR. DAVIS: Irm not going to l-et you put a number

NBTWORK REPORTTNG & MEDTATTON (4!6) 359-0305
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I haven't Seen before in the record without knowing how

it came about. And the background surrounding it'

MR. GOTTLIEB: It would have been no different

than the undertaking I'm asking for now. And if you

don't want to give it, that's fine, wê'11 have to go

through line-by-line in the bank records. I mean if

that's what you want to do, that's fine, I'm happy to go

through it line-bY-line.
MR. DAVIS: I don't want to do that. I'm trying

to be co-operative.

MR. GOTTLIEB: Because I'm asking you to simply

go back to the offíce and confirm or deny the number.

MR. DAVIS: And I said we would do that if we

can. If we can't' I'11 tell you why we can't. That's

fair.

--- UNDERTAKING

MR. GOTTLIEB: It's not really, because I'm

simply going to have to have Mr. sbaraglia come back

after I get that anshler.

MR. DAVIS: You have a right to have him back

after undertakings are answered, anyhow.

MR. GOTTLIEB: Wlth respect, I don't think that

1s a hel-pful response. But we'll- deal with that in

another manner if we have to-

MR. DAVIS: frm trYing to be helPful.

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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BY MR. GOTTLIEB:

A. Okay. The money was given from CO to Mand,

correct? we just talked about certain monies were given?

A. Yes, that's true.

O. There \^Iere no documents created between Mand

and CO whereby Mand agreed to do anything with respect to

those funds, correct? There is no written agreement'

there is nothing?

A. No.

O. So there was no obligation, whatsoever, that

Mand owed directÌy to co's investors with respect to

those funds, correct? None was created?

A. You're saYing written?

O. Correct?

A. No, none was created that was written'

O. Why would the money have been sent from CO to

Mand for investment in Mandrs fnteractive broker's

accountr âs opposed to staying in CO Interactive brokerrs

account or other Interactive account?

A. Mand and Pero existed to take advantage of a

small business loan exemption that was set up by us for

the accounts we used, at the time-

O. And that was on advice from Mr. Tonin?

A. No, that was advice from Price Waterhouse

Cooper.
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O. And when I asked you previously about the

value of the assets in CO you said very little. And

based on my review it's the same answer with respect to

Mand Assets, also, correct?

A. Today, yes.

O. Meaning, although using my number in the

neighbourhood of $400r 000 was transferred from CO to

Mand?

A. Right.

O. Therers little to show for that now that can

go back to CO?

A. Correct.

0. And, in factr we looked at the trading

documents before the -- pardon me, to be fair in the

Receiver sunìmary of the documents they were trading

losses in Mand also?

A. I don't remember looking at the Mand ones.

O. Okay. I'11 just bring it up real quick. See

it there, it's the same chart we looked at before on

Chart l-1. And you see the bul-k of the losses 1n 2008.

Yes ?

A. And they werenrt losses in 2009.

O. Right. Just so \^Ie have it, there was a net

Ioss of $3Sf,000 in Mand. Correct?

A. According to that, Yes.
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O. Yes. And that's because there was a net

$347,000 loês in '08 and an aggreEate positíve of $1?,000

in '09 and '10, accordinE to this. Correet?

A. Correct.

A. Okay. Now, I want to show you another

expense that was ¡:aid from cCI. But iust before we go to

the particular detall-s of it" you're ahrare that co

Capital paid Visa statement,s?

A. Yes.

a. Correct. In fact¡ Yoü had a CO Capital

Visa?

A. Yes 
"

0. And a great many expenses !üere charged' to

that Visa account?

A. Yes.

0. And paid bY CO CaPital. Correct?

A. Yes.

A. So I want to go through those, if we could'

please?

MR. D/WIS: The Visa statements?

MR. GOTTLIEB: Yes, sir.

MR. DAVIS: OkaY.

MR. GOTTLIEB: Ag:aJ-n, f 'm happy to do this ín an

easy way as opposed to a difficult way.

yIR. DAVTS: You know, It woul-d have been a lot

NETT/üORK REPORTTNG & MEDTATION (,4L6) 359_0305
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easier if you had given me these things in advance so we

could review the summaries that you prepared. rt's not

an unreasonable request.

BY MR. GOTTLIEB:

O. So f'm going to hand this across. And the

number in the bottom right-hand corner of this is

$383,830. Do you see that? Do I have that right'

Mr. Davis? You're holding the PaPer?

MR. DAVIS: Sure wish you would have used bigger

fonts. But it looks right.

MR. GOTTLIBB: Pardon me?

MR. DAVIS: That is the number. Yes, that is the

num-ber.

BY MR. GOTTLIEB:

O. So in the left side column

at. the top: "Peter Sbaraglia' CO.

of this chart it
r Do you seesays

that?

A. Yes.

O. And it's got a bottom there a total of

$320,000?

MR. DAVTS: That's what it saYS.

THB DEPONENT: Yes.

BY MR. GOTTLIEB:

O. Okay. Now, Irve got a binder of all of the

visa statements that I'm happy to put across and show

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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you. Okay? But what this chart shows and, again, I'm

going to hand this across to you which is a binder of

Visa statements that back this up. And feel free to flip

through these. And, again, Mr. Sbaraglia these come from

your files, the CO files. What this shows is that over

the -- these aren't the Receiver's files, these are the

CO files. So what we see here is that, Mr- Sbaraglia'

for that period of time $66,000 -- over $66'000 was paid

by CO for restaurant bills. Correct?

A. Yes.

O. And those were not,

expenses. These were

if I can put it this waY,

personal meal-s.business

Correct?

A.

people out

dinners.

No. A lot

for dinner,

of these relationships

lots of times, lunches

were taking

and

O. For what PurPose?

A. For what purpose? In business when people go

out together and they tal-k and develop relationships,

they strengthen relationship, they go over thlngs, they

talk about stuff. Business dinners. Business trips-

GoIf course trips, which I never golf. It's a very

common practice in business.

O. For what purpose did you rieed to do that?

A. Like I just said, you have a relationship

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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with someone, a business relationship, you stay in

touch.

O. So this $661 000 of restaurant expenses?

A. Right.

O. None of these were meals of just you and

Mandy?

A. I don't remember. How would I possibly

remember which of those meals were just Mandy and I?

O. I didn't ask you which ones, Mr. Sbaraglia.

Is your evidence here that you don't recal-l whether

during this time period that you and Mandy went out for a

meal just the two of you, and had the CO Visa pay for

ir?

A. Probab1y, Y€s.

0. Okay. Probably, yes. And you tal-ked about

that you needed to do this to develop the business

relationships, to strengthen the business relationships.

Correct?

A. Thatrs one of them, Yes.

O. VÍhat else?

A. Mandy and I work together.

0. Yes?

A. It's very common to go out and talk about

what happened aL work: Vühat did you do? What are you

thinking? Itrs not uncommon at all.

NETVTORK REPORTTNG & MEDTATTON (41'6) 359-0305



1

2

3

4

trJ

6

1

I

9

10

l- t_

!2

t_3

74

15

t6
1-rt

1B

1,9

20

2L

22

23

24

25

6L1-

61-2

613

61-4

615

61-6

Friday, October 29, 201-0 Peter Sbaraglj-a 744

a. But these \^/ere investor funds that you were

using?

A. Yes.

O. Anci you said that the business relationships

weïe to build and develop the busj-ness refationship,

correct, that was an important component of this?

A. Yes.

O

you said?

A

But these were all your friends and family,

O

. Uh'hmm.

. And you said they all came to you. Is your

that you needed to spend $66' 000 on meals?

. Sorry. Vühen did I say they a1l came to me?

. In the transcriPt with the OSC?

evidence

A

O

A. Okay.

MR. DAVIS: Do you want to point to him where he

said that in the transcriPt?

MR. GOTTLIEB: No.

MR. DAVIS: That is not a fair question.

BY MR. GOTTLIEB:

O. So your evidence here is that the $66' 000

spent on restaurants?

A. Right.

0. Vüas necessary for the business of CO, because

it was necessary to develop and strengthen business

NETWORK REPORTTNG & MEDTATTON (476) 359-0305
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relationships. That's your evidence?

A. VüeIl, what I said, f irst, it ' s business

l-unches, business dinners; was the style of maintaining

relationships with frj-ends, family, clients --

O. Stop there. frm going to interrupt you?

A. OkaY.

A. You said: Frj-ends, family and clients?

A. They're one in the same.

a. There were no c.l-ients that werenrt friends

and family?

A. There might have been one.

O. Who is the one?

A. Vüel-I, no, I knew him a long time. I'11 say

everybody in there I knew for years and years and years

and years, everybody.

O. Okay. So, again, I was just asking you to

confirm, sir, that your evidence is that the ç66,37L

spent on restaurants was all necessary' pardon me, for

you to caïry on your business to develop a business

rel-ationship, to strengthen the business?

A. I might not use the word "necessary. " But

some guys buy Raptor tickets, some guys buy golf cJ-ubs'

some guys g'et Rolling Stones' tíckets. I took people to

lunch and dinner.

A. And when you add up the total-s you're talking

NETVüORK REPORTING & MEDIATION (4L6) 359_0305
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of well over five $600 a week on restaurants.

A. Okay.

O. And your evidence is that those meals were

all paid for by co with investor money, because they weTe

necessary?

A. I didntt sâY, "necessary-"

O. Vúhat word would You use?

A. Just for the purposes of maintaininq these

relationshlps at dinners, lunches- Taking guys out.

Talking to new guys. Talking to old guys.

O. And when we go down further on the Visa

statements you'1I see that there are' for examPle'

renovations. You see that at number six?

A. Yes.

O. For a total of $l-6,000?

A. Yes.

O. Renovations to what?

A. I don't recall exactly. I'd imagine it was

to the building.

O. What building?

A. 239 Church Street - '

O. But CO didn't own 239 Church?

A. Yes. That' s correct.

O. So on what basis is CO using investor money

to renovate Church Street?

NETWORK REPORTTNG & MEDTATTON (41-6) 359-0305
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MR. DAVIS: CO is a private company. Why is that

relevant to this particular proceeding?

MR. GOTTLIEB: The whol-e issue in this

proceeding, with great respect, Mr. Davis, is protecti-on

of investors. This is investor money that's being used

to renovate a property that's not owned by the company

that the investors i-nvested in.

MR. DAVIS: So what?

BY MR. GOTTLIEB:

O. Okay. If you take that. ob j ect j-on, that I s

fine. So you can't ans\^Ier that?

MR. DAVIS: I'm l-etting you go very far afield

here.

BY MR. GOTTLIEB:

O. With respect, I think lrm right on the centre

field. But, that's fine.

Airline tickets. $16,000 of air tickets, 9,000

on youïs alone to Denver, Colorado, Montreal, Calgary and

London, England, sir. On what basis \^Iere those expenses

paid from CO?

A. Denver, Colorado?

O. Yes?

A. A venture deal that had to do with hockey

sticks. I went to check it out. Calgary was to go meet

Blackmont, because they were interested in investing in

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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the new fund that we had

to go look for a venture

other one you said?

O. Montrea] ?

A. Montreal, I

O. And You took

Mandy?

Peter Sbaraglia l-48

started up. London, England was

for Mr. Mander. What was the

don't

each

recall.

of these trips with

A. Nope.

O. Which ones dj-dn't you take with Mandy?

A. Ah, Calgary, Colorado, London and Montreal I

went once on my own, and once with Mandy -- maybe twice

with Mandy and the kids. I don't remember, exactly.

a. And with respect to those trips what income

or revenue is generated for CO?

A. None.

O. Next line item: Wine and L.C.B.O. of

çIL,126. Sir, to be fair, that was not an expense that

properly should have been charged to co capital; that was

not for the benefit of co capital and its investors.

Correct?

A. No, we'd take out guests from CO Capíta1 lots

of times.

O. So over a period of April of '01 to May '10,

which is three years, You gave out almost $4'000 a year

in gifts to your friends and familY?
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A. I don't remember exactly, exactly how much.

But we certainly did give out wine as gifts at Chrístmas

time and so on. Yes.

O. To friends and familY?

A. Among other PeoPle, Yês.

O. Well, is it your evldence, sir, that the

almost $12r000 spent on wine and other amounts from

L.C.B.O. h/as for the benefit of CO investors. Is that

your evidence?

A. No.

A. Okay. And then we get limo and taxi

services, $10,759 over a three-year period?

A. Uh'hmm.

O. Is it your evidence that expense I^Ias properly

chargeable to CO because it benefitted CO investors?

A. ft was for the running of CO, yeah. There

\^ras a lot of times you'd go downtown to dinner, you'd

sends guys and they'd have a couple of drinks and you'd

arrange for someone to drive them home. It's very, very

common.

0. For $3r000 a year. I'm asking you about your

business, not what's common elsewhere. Is it your

evidence that this $1-0,759 on taxis and limos \^/as spent

entirely for the CO's business and its investors?

A. I don't remember if it's entirely for the

NBTWORK REPORTTNG & MEDTATTON (4L6) 359-0305
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benefit.

O. To be fair, sir, if you think about it, you

know it's not. You know that you ran some expenses

through here that had nothing to do with co business.

Correct?

A. No, I don't recall.

O. You j ust don't recal-l that. So your

evidence, sitting here today, is that each and every taxi

and l1mo drive was for the benefit of co investors?

A. I'm saying I don't really recall-

O. Your answer is the same with respect to the

wine and L.c.B.o. charges. You're not really saying that

every dol_lar of that 11,000 odd doll-ars was spent for the

benefit of CO and its investors. Correct?

A. Thatrs correct-

O. And then clothing, sir, from Holt Renfrew, M

For Men, Bloomingdal-es, Lulu lemon. None of that was for

the benefits of CO and its investors - Correct?

A. That's correct-

O. And if \^Ie gio down to the spa charges of

$3,790 doll-ars, Verede, The Spa, at the Old Mill and

Rosewater. You're familiar with those spas?

A. Not really. I never go to the spas.

O. I was going to suggest that it wasn't You,

that it was probably Mandy- Correct?
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A. No, it was probabty wives of people we did'

busi-ness with.

A. So to be clear, is that your evidence that

none of these were MandY?

A. Itm not saying none of them are. I'm just

salring I donrt know whích ones specifically how many and

when.

0, Okay. You'll ag'ree with me, thouqh, the

$3,700 spent by CO on spas ü¡ere not al-l for the benefj-t

of CO or its investors?

A. Right.

O. Flowers of $903. You'll agree with me that

not all of that amount wa,s for the benefit of CO and its

investors, Correct?

A. Correct,.

0. Movies, $733. You will agree that not all of

that, if any of that was for the benefit of CO and íts

investors. Correct?

A. Correct.

a. Toys R Us and t-he cJeaners for approximately

$300 total. Youtll agree that none of that wa,s for the

benefit of CO and its investors. Correct?

A. No'. l.llelln the cleaners clean CO., If f

remember,

O. Sorry, I apologize. It's actually dry
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cleaning bills?
A. Oh, dry cleaning?

0. Yes?

A. No. That's not for the benefit of CO.

O. Formally I should get you to identify these

Visa slips. And you can, by all means, flip through --

MR. DAVIS: I told you \^/e don't dispute the

authenticity of documents.

BY MR. GOTTLIEB:

O. You can confirm for the record, please, that

these are the Visa slips that \^7e are talking about?

A. I t ll- say "Yes. "

O. Okay. So I'd like to mark that, please, the

binder of the Visa sliPs, Mr. Davis?

MR. DAVIS: Go ahead.

MR. GOTTLIEB: That wíl-l- be 29-

--- EXHIBIT NUMBER 29: Binder of Visa slips

MR. GOTTLIEB: Mr. Davi-s, I handed you that sheet

that is the sufiìmary of the visa charqes for that period.

MR. DAVIS: Isn't it that there?

MR. GOTTLIEB: Maybe it is- Yes, it looks that

\n/ay. If you intend to dispute the Receiver's aríthmetic

that we just took from those Visa s1ips, that we just

marked as an exhibit, would you please advise?

MR. DAVIS: Sure.
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--_ UNDERTAKING

BY MR. GOTTLIEB:

O. Thank you. Si-r, we also know from the

records that you gave to the OSC and from the documents

that werve reviewed that there h/ere shares of a company

calted Carta, C-A-R-T-A' purchased by CO?

A. Yes.

O. And just, very briefly, tell us what Carta

is?

A. Pre-paid credit card kind of company.

O. And based on the records that we have those

shares, and we can go to the OSC documents that were

purchased in the neighbourhood for a $150,000. Does that

sound about right?

A. Yes, it does.

O. Do you know the value of those shares

today?

A. No, I don't. Not much.

O. I was goíng to say can h¡e agree not much.

Okay. Perfect

A. You do understand it's venture.

O. I do understand that. But that was money

that went from CO to purchase those shares, and therefore

there was l-oss in the neighbourhood of a $150'000.

Correct?

NETWORK REPORTTNG & MBDTATTON (4!6) 359-0305
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A. Yes.

O. Perfect. So what we know is that lrve just

gone through is various expenses and purchases done with

money directly from CO's own bank accounts?

A. Right.

O. Correct?

A. Yes.

O. And based on what T just walked you through,

we know that I can go back and be exact with the

numbers, but millions of dollars went out for the purpose

of zero j-ncome generation. What I mean by that is

expenses were paid for a variety of things that \nre've

talked about. I/üe tatked about that you and Mandy took

out a parti_cular amount. And that wasn't obviously for

íncome generation, either. So \n/e've got the numbers that

went out for no income generation purposes?

A. Right.

O. And then we also know that monies went

out that, in fact, dj-dn't generate any income, the shares

and the trading accounts?

A. Correct.

O. So based on everything that I¡¡erve just seen

in the numbers ffve just shown you none of those amounts'

whatsoever, that stayed in CO that we tal-ked about

actually generated positive returns. In fact, it was all

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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negative?

A. Riqht.

O. Thatfs true?

A. Yes.

O. And, in fact, I believe there hlas one number

I left out that I should have added on to that mix, and

that was the number that went to 91 Days Hygiene, because

you aïe ahlaïe there are amounts pai-d from CO directly to

97 Days Hygiene with respect to, including I think it was

referred to as "rent." Does that ring a bell to you?

A. Yes.

O. Okay. And I can show you just a summary

chart that, again, comes from the bank statements and I

can wal-k through. But this shows a schedule of

transactions between co and 9L Days Hygiene. And if we

ffip over to page 2 you'Il see the net amount?

MR. DAVIS: Yes, is it.

MR. GOTTLIEB:

O. And the net amount is $213,634 that went from

CO to 9L Days Hygiene. Does that strike you as

accurate?

A. I donrt know.

O. Mr. Davis?

MR. DAVIS: If you teII me that these come from

the bank records, and that they show on the records that

NETWORK RBPORTING & MEDIATTON (4T6) 359-0305
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151-,952 was rent, Ç'7 r106 was a loan and 51180 was others,

then we'll let you know if we have any dispute with

this.
BY MR. GOTTLIEB:

O. Thank you. That's helpful- I appreciate

that very much. so when you add on that to the mix that

didn't generate any income for co. In fact, it was money

out the door?

A. Yes.

O. So the bottom line is you knew that the money

that didn't go to Mr. Mander and his companies that

stayed in co was not generatj-ng any positive return for

investors. Correct?

A. Right.

a. Which, 1n fact, wê know that there is trading

l-osses, for example, correct? So it was actually not a

positive return at all-, it was actually negaLive.

Correct?

A. Uhrhmm.

O. Yes?

A. Yes.

O. Okay. And that was throughout the piece when

co capital had loan obligations outstanding. correct?

A. Yes.

O. Where the interest rate varied between 25 and

NETVüORK REPORTTNG 6, MEDTATTON (41"6) 359-0305
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30 per cent?

A. Yes.

0. Because lrve gone through the records and it

appears to me that it was always 25 or 30 per cent from

CO to i-ts investors. Correct?

A. Yes.

O. Which means that the money that was brought

in by co had to get a return of a minimum of 25 per cent.

Correct?

A. Yes.

O. But that doesn't take into account a single

expense?

f\

O

in to CO had

30 per cent

Correct?

Uh ' hmm.

So we know that the

to Eenerate returns

to cover off exPenses

monies that were brought

by and large above 25 to

and other thíngs.

A. Including

O. The money

A. Right.

O. Wherever

went to Robert. When

Robert I s.

that came in to CO?

went. Some stayed in

say "Robert" ¡¡Ie mean

ir CO, some

the\^/e

companies too. Correct?

A. Yes.

O. That money had to generate returns of a

NETVüORK REPORTTNG & MEDTATTON (4L6) 359-0305
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minimum of over 30 per cent because you had to cover off

expenses during that processr âs wel-l?

A. Correct.

O. All- right. So we know that. But we also

know that the $7 million that didn't go down to Mr.

Mander?

A. Right.

O. Generated zero Positive return?

A. Right.

O. Vühich you knew meant that the amounts that

Mr. Mander hrere investing, that went down to Mr. Mander

and his companies?

A. Yes.

O. Had to accrue well, well -- well beyond 30

per cent on an annual basis So as to cover off the losses

that were suffered at CO?

A. Right.

O. And the expenses that h¡ere incurred at CO?

, A. Riqht.

O. Okay. So you knew that those returns, and we

can do the math together but if you take the number of 7

million as your base that stayed into co over time, and

you said the total was 25.9 million, and again there are

many \^/ays to take apart these numbers, Youtre tal-king a

minimum -- a minimum of 30 per cent of the asset value

NETWORK REPORTTNG 6' MEDTATTON (416) 359-0305
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that wasn't generating positive income.

MR. DAVIS: I really think that is an unfair

question. The problem is it is so long there is couple

of pieces in there that I donft buY.

BY MR. GOTTLIEB:

O. Okay. The bott.om line is, as you just said,

you knew that the returns that would have to be qenerated

by the piece that went down to Mr. Mander would have to

be very significant, well above 30 per cent?

A. Yes.

O. Okay. And you also told me, I believe, that

Mr. Mander was the one in control- of the CO trading

account for the purpose of the investments. Correct?

A. Yes.

O. And Mr. Mander was the one, therefore, that

had made the investments that had l-ost all the value that

was put in those accounts. Correct?

A. Yes.

O. And, notwithstanding that¡ You understood

that in his oh¡n accounts that I understand you say you

dldn't see he must have been generating returns in the 50

per cent range in order to offset everything else.

Correct?

A. Thatrs right.

O. And that was 50 per cent on a yearly basis?

NETVüORK REPORTTNG & MEDTATTON (4L6) 359-0305
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A. Yes.

O. Okay. Now, other than what Mr. Mander was

telling your you had no reason to believe that he was

actually generating those types of returns. Correct?

A. No, that's not correct.

0. It's not correct. Did you see the trading?

A. No.

O. Okay. nid he show you the records?

A. No.

Q. Did he have lrou speak to third parties that

said: Let me show you how much money Mr. Mander is

making in these accounts?

A. No,

O. The only thinq you had to go by was what Mr.

Mander was telling You?

MR. DAVIS: That is not a fai:r questi-on.

BY MR. GOTTLIEB:

0. VüeII, I don't want lrou to give me a speech

why, because I think itns a very fair question. You had,

sir, every reason to believe that Mr. Mander wasR't

Eenerating returns on an annual basis of 50 per cent.

Correct?

A. No.

0. You talked at length about your strategy.

And you said t.oday that ]¡our strategy came from Mr-

NET!ÍORK REPORTTNG e MEDTATTON (416) 359-0305
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Mander, and that Mr. Mander was operating the CO accounts

that had lost its val-ue. And that was exactly the'

strategy that you understood was beinE utilized by Mr.

Mander. Correct?

A. No. I said that earlier, No. I said earlier

the CO accounts he treated as his small cap stuff, that he

allowed a lot of votatilitlr to. There l¡¡asn't ever once

that he had the demeanour that he was worried about it at

atl. 
, 
And, hence, we werènlt either-

0. Now, 1¡ou l¡¡ere ar\tare that Mr- Mander -- and,

again, I mean Mr. Mandeli and his companies, r¡ere buyíng

real estate with the money provided by co investors.

Correct?

A, I'm not sure.

A. Okay. Irm not sure I understand that. You

were?

A. I knew he was buYing real estate.

O. Yes?

A. I knew he was increasing his real estate

portfolio,

0. Yes?

A. I knew he opened a compan!¡ specÍficallnr to

buy real estate.

O. That i,s StoneburY?

A. Yes.

NETI/ÍORK REPORTING & MEDIATION (416) 359-0305
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O. yes?

A. I know that he hired staff specifically for

that company.

O. Yes?

A. I also know -- I don't know, this is what he

told me, that him and Maria's brother were buying a real

estate brokerage.

O. Okay?

A. Okay. I knew reaf estate was something he

was getting more and more inLeresLed in-

O. Okay. I appreciate all that. But as part of

that you understood that the monies that you \¡iere sending

down his way hrere being invested not only in the stock

market and options, but in real estate also?

A. I didn't know really, specifically' where our

monies went when we sent them down.

O. So in answer to my question, you're saying

you didn't know that the CO investorrs money was being

invested in real- estate?

A. No, I said I didn't know how much. I didn't

know what percentage. I didn't know, specifically, what

he was doing with our money.

O. In fact' \^Ie no\^/ know that most of the money

that was being sent down to .Mr. Mander was being put in

real estate. Correct?

NETVüORK REPORTTNG 5, MEDTATTON (416) 359-0305
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MR. DAVIS: I don't think we know that.

MR. GOTTLIEB: I'm allowed to put it to the

witness, Mr. Davis.

MR. DAVIS: You said, "we."

MR. GOTTLIEB: Yes-

MR. DAVIS: I never heard that before. I don't

know on what evidentiary basis you're asking that

question.

BY MR. GOTTLTEB:

O. We'11- get there. You knew that Mr. Mander

was buying real estate with your investors' money'

Correct?

A. I knew he was buying real estate. I knew he

had our investors' money.

O. Okay. What you and your counsel told the

OSC, when you \^/ere interviewed, hlas that the money of CO

investors \^¡as being put into the real- estate?

MR. DAVIS: What they t.old the OSC is on the

transcript. It's one orclock-

MR. GOTTLIEB: How brief can we be for lunch?

MR. DAVIS: Go off the record.

--- Off the record

--- Whereupon proceedings recessed at 1:10 p.m.

--- Whereupon proceedings resumed at 1:59 p.m.

MR. GOTTLIEB: Do you have the transcript out?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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MR. DAVIS: Vühat Page?

BY MR. GOTTLIEB:

O. Vùe're going to go to 30- So we \^iere talking

before the break about the real estate. And on the

examination at page 30 Mr. Shahviri is talking about

documentation, and the question is asked: If there are

copies of the most recent bank or brokerage statements

that would back up the numbers we are seeing at tabs 6

and 7. And at tabs 6 and'7, I'm not sure why it's 6 and

'7, at tab 61 is the l_oan repayments and the obligation.

so the answer given by Mr. Milter: "Most of the money is

not in brokerage accounts, most of it l-s in real estate."

Ms . Dubtin says : "That ' s rig'ht . " And you say: "And

venture.I' And Mr. Shahviri says: "And venture-" "Okay,

so what sort of objective or third party documents would

exist to support?" And then we touch on what we already

looked at earlier this morning. Do you see that? okay?

A. Uh'hmm.

O. You just have to say "Yes" okaY?

A. Pardon me. Yes.

O. Thank you. And then if we turn over to page

31 at line 11, you see the lines on the left-hand side,

it says, and thís is Ms. Dublin talkíng again: "And

there is valuatlons and Deeds for two properties, one at

239 Church street in oakville and an opinion regarding a

NETWORK REPORTTNG & MBDTATTON (416) 359-0305
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value of one of them. I think an opinion is to be

forthcoming about Lhe value of the other one." And the

other one \^/as your home?

A. Yes.

O. And then Ms. Dubl-in says: "And you will see

the brokerage accounts and the bank accounts are at tab.

B, they're not significant sums, though. The largest

bank account is $400,000. Because the sums aren't being

held in cash they are being transformed mostly lnto real

estate or \^Iere. 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." Do you see that?

A. Uh'hmm.

O. Yes?

A. Yes.

O. And tab 10, as you probably know, these are

the assets of Robert Mander available to fund loan

repayments. And at tab 10, if you go through it, it has

some shares of companies. And then it has the real

estate that u/e're aware of . OkaY?

A. Yes.

O. And I'm just going to stop there, and say:

You don't, obviously, at any time correct counsel or say

that's wrong. Correct?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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A. You are correct.

0. All- right. And then ít sa!¡s: "And these are

the current ones" referring to Lhe,real estate. Right?

A. V{here are we?

0. Right. VÙhere we left off at the top of page

32, it is?

A. yesr okay.

O. Do you see that?

A. Yes.

O. 'And these are the current ones' thatfs

referrinE to the real estate. " Yes?

A. Yes.

O. "Of course tn*ey have been buying and selling

them on an ,ongoing basis." Noror, that statement wasnrt

true, there had been no ongoing purchase of sale of real

estate during this time. Correct?

A. That I knew aboutr oo.

O. So ltou had no reason to believe that

statement was an accurate statement- Correct?

A. If l-1 saY I dídnrt know.

A. Okay. My understanding, Mr- Sbaraglia, is

that by this time, in.Tuly of '09, you and Mr. Mander

werë ver\¡ close. You spoke constantly, would be far too

high. But very frequentlyo absolutely certainly on a

daily basis. Correct?

NETWORK REPORTTNG & MEDTATTON (4L6) 359-03Q5
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A. No. SPoke?

Q, Yes?

A. No. No. Most of the communicati-on with

Mander went through Sky¡les. Most of those went through

my wífe.

A. I understand that. But ther'e ù¡ère emails,

too?

4.. Yes.

0. And Phone calls?

A. Not that many.

0. I know not that many. But there were phone

cal-l-s?

A. Right.

0. And you did get together?

A. Yes.

0. Okay. And lrou said bef,ore that you knew, for

examtrrle, that he had the Stonebury company?

A. Yes.

CI. And at no time during l¡our discussions with

Mander" yCIu¡ meetings wj-th Mander, the Ínformation that

had been exchanqed with Mander, üIere you ever made a'i^Iare

by Mander that he was selling and buying real- estate for

profit. Correct?

A. I knew he was buying real- estate.

Q. No doubt about that?

NETWORK REPCIRTING & MEDTATTON (41-6) 359-Û305
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selling if

have. I
A. And I was not

sold anything. He

know.

aware of what he was

may have, he may not
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he had

didn't

O. When he was talking to you about that things

were going very wel-lr âs you've said?

A. Riqht.

O. That there was money being made, profits

being made?

A. Right.

O. He never once said to you as a result of real

estate sales?

A. That's correct.

O. Okay. And Ms. Dublin goes on to say: "So

when you add up the anticipated val-ue or the estimated

market vafue of these properties and the other assets,

you have a figure that is in excess of 10 million thatrs

owed. And that's a lot of real estate." Just give me a

sec. And then, sir, if we flip the page to page 33' at

the top Mr. Shahviri asks: "But íf I understood you

correctly the list of properties at tab 10 constitute the

bulk of the assets of CO. " And the answer Mr. Miller

gives is remember hre're talkíng about CO assets, and

at tab 10 these are the assets of Mr. Mander?

A. Correct.

O. And Mr. Mill-er says : "Yes, vast ma j ority. "

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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You don't correct that statement?

A. No.

Peter Sbaraglia 1-69

there's about maybe

"In cash and then

O. Mr. Shahvíri

half a million in cash. "

some ventures." Do you

A. Yes.

says : " Pl-us

And you say:

see that?

O. And Ms. Dublin says: "And there's some reaf

estate, âs well. That's sort of in the Sbaraglia's

bailiwick too. Some of it is held by them, and some of

it by Mander." And then it's referred to a few lines

down that it's at tab 9 that she's referring to. And at

tab 9 is the assets of Dr. Peter and Dr. Mandy sbaraglia

avail-able to satisfy the loans. Correct?

A. Yes.

O. All right. And in your Affidavit you refer

to the fact that you added in the word "venturers-" And

"ventureïs" $/as your way of trying to fix the

misstatement. Correct?

A. Yes.

O. And I want you to go to page 5L, please, of

this transcrípt.. And at page 51, this is after what Irff

call_ the "lengthy discussion" about your strategy and the

way you're going to do things, and at 51 Mr. Panchuck of

the OSC asks at 18: "So you have 4 million to pay back

from January to December, '09 and I'm just doing it let's

NETWORK REPORTTNG & MEDTATTON (476) 359-0305



1

¿

3

4

q

6

1

X

9

10

11

!2

13

1-4

l-5

T6

L1

1B

19

20

2L

22

23

24

25

753

Friday, October 29, 20L0 Peter Sbaraglia L10

call_ it a hypothetical problem. so it's approximately 4

mil-Iion January 1, 2009 to December 3I, '09. So you have

to be liquid for that amount." Your answer is: "Ri-ght'"

And the question is: "At various points through the year

how do you manage that?" And your answer is: "Well, in

the worst case scenario you can get lines of credit and

mortgages." And when you're talking mortgages, you're

talking about on real property. Correct?

A. Yes.

O. Thank you. The Reporter told me at the break

she's had trouble picking up Some of the statements made'

so she asked me to make Sure everybody keeps their voice

up.

"If you own them outright there is a value to

them, and you absolutely can access liquid cash because

of the value of the aSSetS." And then Mr. Shahviri asks:

"And is that the case with the properties, they're all

owned outright?" And your answer is: "Yes. All on that

page there they're al-l- owned outright, every one of

them. " And then, sir, at the top of the next page the

question is asked: "when did you make the transition to

real estate t or is it staggered?" And your ans\^/er is:

"staggered. understand that page there does not belong,

those aren't my properties." They're not your

properties?'r "No." And then we go further down the

NETWORK RBPORTTNG & MEDTATTON (4]-6) 359-0305
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page, and Mr. Mil-ter and Ms. Dublin talk about that you

have to look at everything together and hold it

altogether in order to get the full picture of thi-s. You

see that?

A. Yes.

0. I can read it line-bY-l-ine?

A. I get what you're saYing.

O. Right. And, sir, when asked the questj-on at

the top of page 522 "Vühen did you make the transition to

real- estate, ox is it staqgered?" You don't say: Well'

that's not true, we didn't make a transition to real-

estate. You say: Staggered. Meaning we made the

transition to real estate, but we did it staggered.

Correct. That's your answer?

A. That ' s mY ansl^Ier.

O. Right. And at that time, ât the time you

gave that ansù/er you knew that a significant amount of

the money had gone into the purchase of real estate and

that's why you gave that ansh/er. Correct?

A. Say that again?

O. You knew that a significant -- by the time of

this examination in July of '09 you knew that a

si-gnificant amount of the CO j-nvestor money had gone j-nto

purchase that real estate, and that's why you said that

the transition to real estate had occurred and had been

NETVÍORK REPORTTNG & MBDTATTON (416) 359-0305
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staggered?

A. We talked about that earlier. I knew he was

buying real estate. I knew he was expanding his real-

estate. I knew he had a pool of funds. And I knew that

my funds v/ere part of that pool. And what percentage of

my funds went j-n to buy real estate, I did not know.

O. But you knew, again, just to try to get an

agreement on this point, ât a mj-nimum some of those funds

had gone j-nto real estate?

A. I had no waY of knowing for sure.

O. Did you never ask? Did you never once ask

Mr. Mander who you passed down, you sâY, over $15 million

down to: Hey, Robert, where is our money? What's it in?

Never asked?

A. Yes.

0. You did ask?

A. Yeah. If you think about if you read through

the four years of Skypes day in and day out there is an

awful 1ot of asking: Vühat are you in? What are you out?

What are you doing? There is an awful 1ot.

O. Okay. Go to, please, the top of page 54-

The question asked of you: "Let me see if I can fol-l-ow-

TeIl me if I've got this right. I thought I had it and

then I realized when you \^/ere speaking I didn't. So the

money came in from your friends and family? A. Yes.

NETWORK REPORTTNG & MEDTATTON (476) 359-0305
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Vüent to CO? A. Yes. Then it went to Mander?

Eventually, yes. And Mander bought these properties?

Yes." You understood that what was being asked of you

was bought the properties with the money?

A. I did understand.

O. And ygur ans\^Ier to that was "yes?"

A. Correct.

0. Okay. So what we know from all of that

evidence was that, and we dealt with this at length

before the break, that Mr. Mander was going to have to

generate very significant increases to be able to all-ow

you to pay back your investors?

A. Yes.

0. And you also knew that some of your

investor's money was in real estate held by Mr. Mander.

Correct?

A. I said a couple of times I didn't know for

sure. I didn't know. He never said: Peter' I bought

this with your money.

But by JuIyO the ansv¡er

The last

9th you knew, thatfs

question and answeryou just gave.

showed you?

A. Yes.

O. And

I just

the answer I gave.

true when you gave that ansl^Ier.

Thatrs

that was

Correct?

NETVüORK REPORTTNG & MEDTATTON (4t6) 359-0305
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1

2

3

4

5

6

1

B

9

10

11

t2

13

t4

15

16

L1

18

79

20

2t

22

23

24

25

167 0. That

that ansl¡/er

doesn't answer my question. VÍhen you

under oath, a one-\^iord answer where yougave

said

the

ttyes tt 
,

truth?

MR.

on page 54 at question 26, were you telling

DAVIS: Mr. Sbaraglia is going to reserve

unless it's understood and agreed that he is

protection of both the Evidence Act and the
that anshler,

afforded the

Charter.

MR. GOTTLIEB: I'lI tell You, Mr. Davis, and I

apologize for this, I'm not sure I have anything to say

about what you just said.

MR. DAVIS: I just want to make sure you are not

opposed to that Position.
MR. GOTTLIEB: I don't, ât this moment,

understand. I say this literally, not sarcastically, how

I could have or not have a position with respect to that

statement. My understanding is you are alleging to take

a position where you're reserving some client rights.

vühether you can do that, whether you have those rights'

whether they are affective or not affective I have no say

in them. I don't know the ansl^Ier to that-

MR. DAVIS: I was only saying I want to make sure

you're not opposed to that. It sounds like you're not'

NETI/üORK REPORTING 6, MEDIATION (416) 359-0305
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MR. GOTTLIEB: Well, it's difficult for me to

give an ansi^Ier to that.

MR. DAVIS: No position is not relevant; no

position is fine by me.

MR. GOTTLIEB: All that I'm saying and,

obvíously, desperately trying not to mislead you which is

I understand that you have just made a statement 1n an

attempt to protect your cl-ient's rights.

MR. DAVIS: Right.

MR. GOTTLIEB: If that is effective, it's

effective; if it is ineffective, it is lneffective. I'm

not taking a position one \^Iay or another today. T can't

say: Yes, I agree that you can do that. I'm not saying:

No, you canrt do that. I'm just not saying anything

about it. I appreciate you've made the statement.

MR. DAVIS: I just want to make sure you're not

opposed to it.

MR. GOTTLIEB: You cannot make that assumption,

because I don't know whether there is any basis for me to

be opposed. I don't know whether legally I can oppose

it. I'm just being completely forthright with you. I'm

not going to stake out a positi-on. This gentleman is

here under oath. He has an obligation to be here and

answer the questions. And if you are making a statement

j_n an attempt to protect his rights, I acknowledge that.

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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I don't take a position wíth it. T don't know how I

could be more clear than that.

MR. DAVIS: He'l-I give that ans\^/er on the

understanding it is subject to reservation of rights.

Okay.

MR. GOTTLIEB: OkaY.

MR. DAVIS: Go ahead.

THE DEPONENT: Vühen I showed up that day I had

not seen this binder. They had not discussed it with me.

The words that they were saying in that intervie\Ä¡ came as

a surprise to me. Matt, I was sitting there, I didn't

know what to do. I honestly didn't know what to do other

than put my faith in my counsel. That's what I did- I

went along with what they told Mr. Shahviri and

Mr. Holgan, Mr. Panchuck. That's what happened, Matt. I

hias sitting therer mY heart 1n my throat. I didn't know

what to do.

BY MR. GOTTLIEB:

O. I don't want to j-nterrupt you. Are you

done?

A. Yes.

O. Okay. My question i-s: Vühen you read the

questions and answers that I read to you a momenL ago

from question 23 down to and including question 26, it

concludes with the answer: "Yes." And I asked you if

NETWORK REPORTTNG & MEDTATTON (41'6) 359-0305
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you understood that what that meant was that the money

that co had delivered to Mander was used by Mander to buy

these properties, and you said "yes" to that. So I'm

asking you now under oath here whether that statement

that you gave under oath there was true or not?

A. It was unknown to me what Mander had done

with a]-l my money, at that point. we had never spoken of

him buying real estate Peter, I went and bought real

estate. He never said that to me. He never said those

words. I knew he was buying real estate. My lawyer

said -- my lawyers who asked him for a whole bunch of

information, Iike they asked me for a whole bunch of

j_nformation said that he did. I was sitting there in

that interview, confused what to do to tell you the

honest truth.

O. Sir, I understand you say you \^/ere confused.

But you gave an oath to te1l the truth on the

examination. I think what you are saying nol^/' and think

about it before you answer it, sir, to be faír, what

you're saying now j-s you \^/eren't truthful when you gave

that ans\4rer; that you gave the answer that you thought

your lawyer wanted you to gíve. Is that what Irm

understandíng?

A. No, I said I wasnrt sure. I wasn't sure.

O. You knew, sir, that what your lawyers \^Iere

NETWORK RBPORTTNG & MEDTATTON (476) 359-0305
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attempting to do with the OSC on your behalf was to say

to the oSC: Here are alt the properties bought with the

investor money, and there are more than sufficient to pay

back the investors. Don't hlorry. Correct? You were

ahrare that was the strategy being put forward?

A. No, I was not. I did not see that binder

before Mr. shahviri saw j-t. I/üe went into that meeting,

they handed them out and as per the transcript turn to

tab B, turn Lo l-ab 2, that's the first time I saw it.

O. You're saying that prior to walkíng in the

room on July 9th when you \^rere cross-examined that your

lawyers had never said to you words to the effect of:

Mr. Sbaraglia I'm not trying to pick words, I'Íl trying

to pick the concept, that they said: If we can satisfy

the oSC that there are sufficient assets to pay back all

the investors, we may be able to get the OSC to back

off?

A. Say that again, I didn't follow you?

O. You knew that the strategy that was being

employed on your behalf was to convince the OSC that

there \^/ere sufficient assets to pay off all the

investors, and therefore the OSC shouldnrt worry about

LÏ'!

A. I did know that.

O. And you also know as part of that because the

NETVüORK REPORTTNG 6, MEDTATTON (416) 359-0305
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OSC obviously wanted to know where the investor mone)¡

\^ras. correct?

A. Yes.

A. You also understood that what your lawlrers

were trying to tell the osc on your behalf was that the

j-nvestor money went into Lhese properties?

MR. DAVIS: He knew in advance?

BY MR. GOTTLÏEB:

0. Yes?

A. No, I did not.

O. You knew ít when l¡ou r¡Iere sitt,ing at the

tablen and the quesLions hrere being answered on your

behalf. Correct?

J\. No.

O. Irm sorrY?

A. Ask lt again, I want to be sure I got your

questi-on.

Q, You knew when you l¡¡ere sLtttng at the table

there that was what your lawyers \^Iere sayj-ng o'n your

beh,alf ?

A. Yes, I heard for the first time sittinq at

the table in the interview that the bulk of the assèts

are in real estate.

O. And you didn't think that was true'

Correct?
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A. I didn't know that was the case. And I

didn I t probably think it hras true.

A. You didn't probably think it was true. But

you said "yes" that it was true at question 26.

C'orrect?

A. Correct.

0. Even though you actually thouEht j-t wasnrt

true?

A. I didnlt saY that. I wasnrt sure.

0. You just did saY that?

A. I said I ¡'t¡asn't sure-

a. ThaL's not what You said?

MR. DAVIS: He said he thought it probably wasn't

true.

BY MR. GOTTLIEB:

0. Even thouEh you thought it probably wasn't

true, j-nstead of sayinq you dídnrt know, instead of

saying: T'm not sure whether that's true, or I think

that may not be true?

A. Right.

0. You gave the answer, "Ye,s?!'

A. RiEht.

0. And that wasnrt, from )¡our point of view, a

honestn true answer. Correct?

4. Çorrect.
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O. Okay. And the reason you gave that ansbier

was because you were worried about what would happen if

you gave any other anshler. Correct?

A. The reason I gave that ans\^/er, Iike I said

earlier, it's a very indescribably awkward position to be

j-nto find. out that your counsel ís telling something that

you didn't know he was going to say- And really it's

just flying, saying, that the first thing that comes into

mind. It's not this real thought through pattern that

happens. I was sitting there with an el-ement of -- the

right word j-s inexperience. I had no idea what to do.

Never been in a situation like that- Had my lawyers

talking for me.

O. OkaY. OkaY?

A. And that's how I answered-

O. Do you have a copy of the Statement of Claim

in the Aylesworth action, September 15th? If you can

turn that up, please?

MS. PRESTON: Turn up the September 15th

Affidavit?
BY MR. GOTTLIEB:

0. Yes. September 15th Affidavit. Sorry. Just

the Affidavit, itself. I apologize. Now I understand

what Ms. Foy was telling me. Do you have that september

1sth Affidavit?
NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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A. Yes.

a. If you would" please, sir, go to paragraph

15?

A. Yes.

O. You say there when you met with Ms. Dublin in

her of fice af'ter youn d been served with the Order

requiring you to attend, Mr. Miller came into the room?

A. YeP.

0. That rn¡as true?

A. That was true.

O. And you say there in your Affidavit that his

fírst wordg to you were the effect you could go to

j aíI?

A. Yeah, I remember that.

a. Pardon me?

A. Yeah, he did.

0. And you could recej-ve a fj-ne from the OSC?

A. YeP.

0. .And that made ]¡ou very anxious?

A. It certainlY did.

O. Okay. An if you gCI over t.o paragraph 27 you

tal_k about the various parts of the transcript. You

don't actually tal-k about the part of the transcript that

I had ju,st referred, you to, but what \¡ou say here is: I

did not speak up against my lawyers because I wa5 scared.
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That was trueî

A. Yes.

O. You say: I felt under duress as I had

looming in the background Miller's strong statement that

I coul-d be in a lot of trouble?

A. Yes.

O. That was as a result of his prior statement

that you could go to jail?

A. Vühen we first met, YeP.

a. But that's what you're talkíng about there'

The reason you didn't speak up and correct your lawyers

is because you r^/ere worried that if you do you could go

to jail, or get in real troubl-e?

A. I'd be in trouþle' Yes.

O. Okay. Now, as of July 9th, though, based on

what your lawyers hlere saying on the record?

A. Right.

O. Based on the documents that you were looking

at duríng the examination you knew, based on everything

that had been said at that examination, that, in fact, a

significant amount of the money that CO had sent down to

Mr. Mander and his companies \^/as used to purchase real

estate, because that's what your lawyers \^/e¡e telling you

and that's what the documents?

A. Say that again? After JulY 9th?
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O. At the JulY 9th intervíew?

A. In the interview they said -- I don't want to

put words in your mouth, please ask i-t agai-n.

O. During that intervieh/ yollr lawyers had said,

and you had in fact said, that the money that co had sent

down to Mr. Mander had been used to purchase real

estate?

A. Yes.

O. As at that date you knew that to be true, âS

at July 9th you knew it to be true?

A. Vüe just said we didn't. We just went through

this.

O. Sir, you're saying when you gave that answer

you werenrt sure?

A. That was JulY 9th.

O. I understand that. And you gave the ans\^/er

about how you felt when you h/ere answering the questions

and all that. But havj-ng heard your lawyers talk, who

you had --
A. During the interview?

a. Yes?

A. Okay.

O. And having known, tike you just said a moment

ago they had had obviously discussions with Mr. Mander

and received information from Mr. Mander?

NETWORK REPORTTNG & MEDTATTON (4L6) 359-0305
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A. Yes.

A. You wouLd have no reason to disbelieve yÕ'ur

lawyers that Lhe money that CO had sent down had, in

factr been used siqnífLcantly to purchase real estate?

A. Sure I wou1d.

Q, S,off1¡?

A. It was easY to.

0. It k¡as easy to wha!?

A. To not think all the rnoney rnlas in real

estate.

0. I didn't saYr 'nall the moneY?"

A. Or a sì-gnificanl Portion.

0. So you dísbeLieved your lawyers?

A. Af,ter the faet.

O. Yes.

A. Am I clear that you are saying to me after

the fact it would have been obvious to me that most of my

money was in real estate with Robert Mander?

O. yes ?

A. No.

O. So when your lawyers $¡ere telling you ttrat

and t,elling the OSC that on this transcript, yot¡

disbelieved them?

A. I didn't know.

0. !Íe11, sir, you knew that they hlere counsel -to
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Mr. Mander. Correct?

A. Yes.

O. You knew that they had gotten documents from

Mr. Mander. Correct?

A. Yes.

O. The same waY that and --

A. Actua1ly, no, I don't know what they got from

Mr. Mander. We actually weren't allowed to speak.

0. Slr, when you look at the binder some of the

documents came from Mander not from you and Mandy?

A. Okay.

O. That \^Ias mY onIY Point?

A. Al1 right.

O. So the Purchase and Sale documents, for

example, with respect to Mander's property, they came

from Mr. Mander not from you and Mandy?

A. Right.

O. Okay. So You knew that theY \^¡ere

representing Mr. Mander, You knew that they had received

documents from Mr. Mander?

A. Riqht.

O. And you knew that they had talked to Mr.

Mander, obvíously. They went on record at the OSC

proceeding, and told the oSC that the money that you had

sent downstream from CO to Mr. Mander and his companies.
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had been used to purchase real estate. Correct?

MR. DAVIS: He's answered that already.

BY MR. GOTTLÏEB:

0. I'm trying to elicit on what basis you

disbelieved lzour own lawyers on the record?

MR. DAVfS: Hefs told you twÍce that he didn't

know.

MR. GOTTLIEB: I get the anshrer I didn't know.

I'm tryinq to find out the I disbelieve my lawyers who

are answeri-ng on the record in an OSC interview. Thatrs

what I want to know the answer to.

MR. DAVIS: You've been down this road twice" and

he's toLd. you. The only question you haven't ask him is:

Vühy?

MR. GOTTLIEB: I don't think he said: I

disbelieved them.

MR. DAVIS: Sorry' The way I took his answer h¡as

they said black, he said: I didn't know. Right?

MR. GOTTLTEB: YES.

MR. DAVIS: That is not believing them-

MR. G0TTLIEB: No.

MR, DAVIS: You've really gone through it

twlce.

MR. GOTTLIEB: I want to get the answer to the

question I'm asking.
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MR. DAVIS: You want to get the answer which you

want, which you maY not get.

BY MR. GOTTLIEB:

O. I'm trying to get an answer to the question,

which is: You agreed that you knew they had talked to

Mr. Mander, had gotten documents from Mr. Mander.

Correct?

A. Correct

O. You knew that they \^lere answering as counsel-

to an OSC investígation. Correct?

A. Correct.

O. You knew that the lawyers were telling the

osc that the money that co sent down to Mr. Mander and

his companies was used to purchase real estate. You knew

that, correct?

A. I found out in the interview-

O. Absol-utely during the intervie\^i you found

that out?

A. Right.

a. Are you saying that notwithstanding all of

those facts that you knew they had talked to Mander, that

they had documents from Mander, they were Mander's

counsel and they were answering an osc investigation?

A. Ríght.

O. You disbelieve what they were telling the

NBTWORK REPORTTNG & MEDTATTON (476) 359-0305
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OSC?

A. Yes.

O. On what basis did you disbelieve that your

counsel was misleading the OSC?

A. Vühen r was being asked for my information

before the OSC they wanted everything: Bank statements'

credit cards, venture, brokerage, blah, blah' bl-ah.

Everything. I got emails that say: Show us what you

have, excluding holdíngs in CO, personal things. Show us

everything you have. And to the very best of our

ability, scrambling to keep it a secret, Yoü can't tel-l

people about it, I did tell- my wife about it, God bless

her, she helped me get all this stuff together. Okay. I

assumed fully that Miller and Dublin were asking Mander

for exactly the same thing. And Mander throughout the

course of this whole four years, lj-ke he told everybody.

And like you found out about the other spokes in the

wheels. You heard about options. You heard about Arthur

in New York. You heard about the fund in New York. You

heard about his Manhattan property. You heard about

blah, b1ah, b1ah, blah, blah. And he said to me: I got

all- this money in all- these different places. Okay.

vühat didn't ring true is that they said: All- your money

is here in these six properties. That's why I had reason

to disbelieve him, because at that time I had no reason

NETVùORK REPORTTNG & MEDTATTON (476) 359-0305
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to think Robert was a liar. And it turns out I think he

Iied about an awful- lot of things, and you'd probably

agree me.

O. So on that reason, on that basis

A. If they looked at his tradÍng accounts, his

option accounts, his warrants, his real estate holdings,

hís cash, his stuff, like they looked at mine.

a. Yes?

A. Like they asked me for and I gave it to them,

it seemed strange to me that they would go in and say:

All your money is in these properties here. And the

other thing is, think about it, how do you get 20 or 30

or 50 per cent buying properties?

O. That is exactly the question I was about to

ask you?

A. It didn't make sense.

O. And you know you canrt. In one year you

can't get that type of return on property. Correct?

A. Irm not a real estate guy. But you canrt.

O. In fact, if we cut to the chase and save a

whole whack of time he wouldn't have to g:enerate 25 to 30

per cent, he'd have to generate a hundred per cent in

order to make the 25 per cent return?

A. Thatrs right.

O. Because there is carrYing costs?

NETVüORK REPORTTNG 6, MEDTATTON (416) 359-0305
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A. f ¡m aware.

A. There ls taxes?

A. Yes.

A. So you knew that any investment of j-nvestor

funds into real estate would have to effectively double

in value in a year and be sol-d in a year to gener¿¡s the

necessarl¡ monêy to pay off the investors- Correct?

4,. Correct

0. Okay. The lnformation we know from the

records is that CO got moRey from investors, and from

tj.me-to-time paid back ínterest to those investors-

Correct?

A. Yes.

_ O. Sometimes it rolled. Correct?

A. Correct.

A. And sometimes pfincipal was paid back?

A. Cçrrect.

0. My understandíng ls ín the vast rnaJority of

cases investors rolled their principal., is that

correct?

A. Itm not sure by, "vasL majori-ty-'!

0. In majoritY?

A. ProbablY,, Yês.

A. But a significant ar,sount of principal was

also paid out to investors. Correct?
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A. Yes.

O. I mean

you sald was

Peter Sbaraglia 1-92

case based on the

amount t.hat's owing

it has to be

raised, and

the
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now?

A. Right.

O. So a significant amount. And I want to show

you a couple of examples of that. Okay. And T'm qoing

to start with some documents here. And I'l-l- just get you

to identify them?

MR. DAVIS: If they're bank statements you don't

need to.

BY MR. GOTTLIEB:

O. Irm actuatly going to need to because I just

want to go through them?

A. Again, I'm going to refer to Mandy. That's

going to be all Mandy's handwriting, I'm going to bet-

a. It is. But I'm goi-ng to ask you some

questions.

MR. DAVIS: Vüe admit the authenticity of that.

BY MR. GOTTLIEB:

O. I appreciate that, Mr. Davis, and I

understand that. But I am still goi-ng to get the witness

to look at them. This is at tab 6. For example, of this

book that we're going to mark because it's all these

types of documents, this is a RBC bank statement for
' NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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account number t09-516-9. You see that? Correct?

A. Yeah, I see it. YeP.

0. Sorry. I need to do this to identify it for

the record, that's why I'm asking. And j-t's for the

period December 5, '07 to January 4, '08. Do you see

that?

A. Yes.

A. All riqht. And it's for CO Capítal Growth

Corp., correct?

A. Yes.

. O. And you had signing authority on this?

A. Yes.

0. And you, in fact, did sign cheques on this

account?

A. Okay.

O. The handwriting here, not the blue but the

photocopied handwriting, that is Mandy's handwriting?

A. Right.

0. And you'J-l see, I'11 just give you a couple

of descriptions, the first one, meaning the one closest

to the top of the page, says SA re 12A- And then it

says: Dash with a number. Do you see that?

A. Yes.

O. And I know f understand the nomenclature, but

what that means j-s it's a SA capital amount re that

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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numbere.d loan. Correct?

A. Probabllr, Yês.

Q, Any reason to belíeve Irm wr,ong on that

one?

A. No.

O. Because, I ehecked the documents. And you'll

see them" theyrre al_I aotually behind the tab. so I want

to show you something here. what we have is a s'Lartingi

balance at. the start of this period of ,$LI,5]-t-Lz. Do

you see that?

A. Yes.

A. And then there is a cheque written for an

amount which lowers the balance to çLQ,723-67 - Do you

see that?

A. Yes' I do'

A. And then there is another cheque written

which lowers the amount to ç2,003.67. Do ]¡ou see that?

A. YES.

0. And then what we see is deposits made into

the acc,ount. Correct?

A. Yes.

0. And we've Eot a large deposit of 569?

A. Uh ' hmrû.

Q, Fardon me. For the record, that is $5691000.

Do you see that?

NETVSORK REPORTTNG e MED-IATÏON (41 ') 359-0305

868



1

2

3

4

6

6

7

B

9

1_0

11

t2

13

L4

15

I6

1-1

1B

19

20

21,

22

23

24

25

869

870

871

872

873

Friday, October 29, 201-0 Peter Sbaraglia 195

A. I do.

O. And then another one. for $l- million

474,993.50. Do you see that?

A. Yes, I do.

O. And what Mandy's notes show is that this

money comes from SA Capital. And the contracts are

actually behind this tab. If you want to take a look at

them, they're here. As you can see we've got 200'000,

and if you add them all up we can show faithfully that

these are the numbers that Ì^rere received?

A. OkaY.

O. Okay . L45,000. So according to Mandy's

notes these are the monies that come in from sA. Do you

see that?

A. Yes.

O. All right. So we see as of that date there

\^¡as only $2,000 in the accounts, but then there was

approximately 2 million put in fròm the SA investors.

Correct?

A. Uh'hmm.

O. Yes?

A. Yes.

O. And then what we see is there is some cheques

written out. And I want to concentrate first on the

cheque for $550,000. Do You see that?

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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A. Yes, I do.

O. AIso on December 1oth, which is the day that

the money comes j-n from SA Capital, do you see that?

A. YeP.

O. AII right. So if we go to the cheque for

$550,000, which is cheque 0264?

A. YeP.

O. You see it's a cheque made out to Tommy

Obradovich. Do You see that?

A. I see it.

0. And that's Your signature?

A. It is.

O. This cheque of 550, OO0 went to Mr. Obradovich

in connection with his investment?

A. Yes.

O. And that money \^/as taken directly from the

amounts that were put in by SA Capital. Correct?

A. I don't know.

O. Vüell, You have to know because there is no

other source for this in that account. That's what I'm

showing you?

A. Okay.

O. I'm not \^Irong, am I? There was a balance of

$21000 and then 2 mil-Iion went in. No more money went in

before the payments went out to Mr. obradovich. Do you
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see that?

A. Yes, I go.

O. So the $550,000 that was paid to Mr.

Obradovich with respect to his investment was taken

directly from the investment made by SA Capital.

Correct?

A. Yes. Because what happens sometimes ís

Robert would say: What's in the account? 550. I owe

you 550. I'm goi-ng to give you 569 I'm making it up a

bit, I'm l-ooking at'the numbers. Okay. Just write it

from there, I owe it to You.

O. Bottom l-ine is what is shown here is j-n order

to pay Mr. Obradovich the money owed to him on his loan,

you used the money that was provided by SA Capital for a

new investment on the very same day. Correct?

A. As directed bY Robert.

O. But that's what you did. You signed the

cheque. You took SA money that was put in, and you put

it directly over to Mr. Obradovich?

A. Uh'hmm.

O. And that happened repeatedly in these

accounts, and f can show you that repeatedly you took

money that was given to you from one j-nvestor and slmply

turned that money around and used it to pay off another

investor. Correct?
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A. I don't know.

O. Okay. Well, I'ûi going to show you more if

that's okay, then. Okay?

A. Uh'hmm.

O. So what we see here is $101000 payment. You

see that one there?

A. Yep.

O. Okay. Irm just going to grab my little

chart. And that $10'000 payment, if we go to the

documents behind it, you'll see pays is paíd directly

to Cecil Russell. And Cecil Russel-I was another

investor. Correct?

A. Yes.

O. And you'ÌI see' again, that there are no

deposits made into that account?

A. Right.

O. Prior to that money going to Mr. Russel-l?

A. Correct.

O. And I'll just show you the $10,000 cheque

that goes to Mr. Russell. So I'm l-ookinq behind the same

tab of documents, it's a cheque dated December 12, 2001

for $10,000. Do you see that?

A. Yep.

O. It's cheque number 271. Correct?

A. Uh'hmm.
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A. It ' s ]rou signature?

A. Yes.

,0. And that money was to palr to Cecil Russefl-

with res¡rect to the arnounts owing to him on the

investment. Correct?

A. Yes.

0. And to pay that account you took the money

that was paid into that accounL by SA Capital.

Correct?

A. Yes..

0. If we gio over to tab 7 of this binder what

we'l1 see is the next bank staternent for that same

account. Do you see that?

A. YeP.

Q. It's for the period January 4, '08 to

February 5n 'CI8. Do You see that?

A. Yes.

O. And we sLart at the top there with a balance

of 791111. Do you see that?

A. Yes.

0. And if you look back at the prior statement

that was the sâÍtê, balancen obviously. And what you'11

see, sírn j-s although there was one deposit of 29,400

that went. int.o that account, it was actually irnmediatel]¡

paid out to pay expenses, rent and the others?
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A. Right.

A. Which rneans the money that stalr'ed in that

account was still the monel¡ raised b'y SA Capítal-

Correct?

A. Those are my níeces, bV the way, just for the

record.

0. SorrY?

A. Thj-s here ls my sister and my nieces.

0. When you sal¡ "this herer'" I apologize?

A. That CtlIL that is mlr slster and nry niece.

O. Okay. Perfect' So rny poi-nt was that the

Ê791111-.30 that was money that was raised from SA

,Capital?

A. Say that aglain?

A. Sure, I apol,ogize if I'm not being clear.

There was a deposit into the account of the over $2

mil-Iion from SA?

A. Right.

A. The only other money that r^teRt in was this

29,4?

A. Right.

0. But that monel¡ ìsas' immediaËely paid out?

4., Okay.

a. So the only amounts tfråt remained ln the

account hre,re the amounts raised by SA?
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A. Okay.

O. And if we see here there were a variety of

payments made out to other investors. So therets a

$1r 000 payment to Sue. Do I have that rlght?

A. Yes, lrou do.

0. Okay. And that 'was who?

A. Sue.

Q, Becau.se what f have is, and I can shoü¡ yout

just let me pull ít up because it',s right behind' cheque

293, itrs a paynent to Sue. rÍhatis the last name?

A. Collings

0. And who is she?

A. She is my sj.ster-in-1aw.

O. An investor?

A. Yes, and an emPloYee.

Q. T understand- This $1'000 cheque went to her

noL as employee?

A. I don't know what that $1'000 cheque was

fon.

0. There's a pavement made also for a thousand

dollars to Livi.o Sbaraglía?

A. That's mY father"

Q. He wasn't an emPloYee?

A. No.

0. Be,cause there is another thousan'd dollar

NETVüORK REPORTTNG & MEDTATION (416) 359-0305

9L7



1

2

3

4

5

6

7

I
9

1-0

1_1

1,2

13

t4

15

I6

L',1

L8

r_9

2A

2T

22

23

24

25

918

91-9

920

92L

922

923

Fri-day, October 29, 20L0 Peter SbaraElia 202

cheque rì-ght afte:¡ that to Livio, and that vras a payrnent

made with respect his investment. Correct? We1I, there

is no other reason you'd be writing a cheque from Livio

to CO if it b¡asn't to pay his investment?

.4,. ProbablY not '

0. Olcay. So wetve got that $L'000 goíng out to

him?

A. Right.

0. Okay. And then we get if we go to chegue

2g4t we get a cheque going to Kathleen Sbaraglia. That

ís your mother?

A. Yes.

0. Also in the amount of a thousand d'ollars?

A. Okay.

0. And that was with re.spect to her investments,

as welL? She wasn't an emPloYee?

A. She was noL.

0, That thousand dol-lars was paid to her in her

connection with CO?

A. I think so. I really don't remember' but I

think so.

0. But sitting here righL now there is no other

reason that you can think of that CO would be writing her

a Cheque for thoUsandn Livio a cheque for a thousand, Sue

for a thousand. Thoee were al1 payments made with

NETÏüORK REPORTTNG & MEDTATTON (416) 359-0305
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respect to investments, right?

A. No, I could think of reasons whY.

A. WelI, right here, right no\^¡' you won't agree'

sir, that these are pa)¡ments made with respect to their

investments?

A. I think they are. I just don't have any

recofl-ection of what they are. I don't remember writing

my mom a thousand dol-Iar cheque for an investment.

O. Vüell, sir, if you have any evidence that

those cheques were not with respect to the investments

they made in CO would you advise, please?

A. Sure.

O. Okay. And, again, up to this point, sir,

there is no money that comes into this account?

A. Right.

O. So we're still relying on the SA money to pay

these investors. Correct?

A. Yes.

O. And then what we see is there j-s actually a

deposit of $50rOOO, whi-ch according to Mandy's note is

money put in by John Maracassa re -l'|c, which is another

Loan Agreement, correct?

A. Yes.

O. And so he's giving in a $50'000 investment,

if I can cal-l- it that, a loan?
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A. Yeah. Uh'hmm.

O. AIl right. And then what we see further

down, sir, is another $350r 000 being deposited with

respect to a new SA investment. Do you see that?

A. Yes.

O. All right. So still what we don't have

anywhere in here at all is monies coming back in from Mr.

Mander, any profits, any other investment or anything.

Correct?

A. In those eiqht weeks, Yes, that's correct.

O. And, notwithstanding, that the account

started with a balance of Ç2,000?

A. Right.

O. You're paying some investors with money yoll

just got from another investor. Correct?

A. Correct.

A. Okay. And aqaj-n, sir, I can keep going with

a variety of these. But what you'Il see is this ís

commonly done by you throughout the piece. So I'11 give

you another example, if that would be useful. Give me a

second, please. So v/e're no\^¡ up to the next bank

statement, and I'm going in order. So we see that this

bank statement is February 5, '08 to March 5, '08?

A. Yes.

O. And, aqain, it's the next one. And we see

NETVüORK REPORTTNG & MEDTATTON (41"6) 359-0305
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the balance being brought forward is ç425,272. Right?

A. Yes.

O. And, again, if we go back, and I'm sorry to

slip back and forth to the prior statement, the only

monies that are deposj-ted into this account are from

investors who are investing money with CO. Correct?

A. Yes.

O. And that continues, sir, here on this bank

statement when new monies are coming in from, it says'

David and Nancy for $38'205. Do you see that?

A. Uh' hmm.

O. And then immedj-ately thereafter on February

8th another $250,000 from SA. Do you see that?

A. Yes.

O. And then there is another $l-0'000 cheque

that's written, and I'II bring up that cheque so you see

it, there is a $10' 000 cheque wrítten to Kathleen

Sbaraglia. That's, agaín, your mother, $10'000?

A. Yes.

O. And that was to pay off money towards an

investment she made in CO?

A. Probably, Yes.

O. All right. And, again, sir, rfll show you as

we go down here all- the money that's being deposited --

A. I apologize, I just want to check it's not my

NETVüORK REPORTTNG & MEDTATTON (4].6) 359-0305
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wife.

a. Do you want to take a break for a second?

MR. DAVIS: Why don't we take a break. If that's

a convenient time, we could probably use a couple of

mi-nutes.

--- Whereupon proceedings recessed at 3:06 p.m.

--- Whereupon proceedings resumed at 3:17 p.m.

BY MR. GOTTLIEB:

O. inle're looking at the bank statement from

February 5, '08 to March 5, '08. And f'm just making the

global- point if you look down the deposits and credits

column you'11 there is a significant amount of money

coming in. Correct?

A. Yes.

O. And it's all coming in from investors making

new loans to the company?

A. Yes.

O. And there is stifl not a penny since we

started looking coming in from Mr. Mander?

A. Yes.

0. There is no monies coming in from other

investments?

A. Yes.

O. And notwithstanding that and I'11 show you'

again, monies are being paid out to investors to pay off

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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their loans or interest. Corr'ect?

A. Yes.

0. And I'1I give you a couple more examples on

this paEe. There is a paylnent made t'o Florence

Moscovitz. And she was a lender?

A. Yes.

0'. .4,11 right. And that pay'ment was made with

respect to a loan of hers?

A. Uh'hmm.

I' Yes?

A. Yes.

O. And that was cheque number 345. Next is

cheque 344, t.here is a pa)¡ment of S631250 made to Rano

Burton?

A. Yes.

O. Mr. (sic) Burton was a?

A. Ms. Burton.

0. Oh, thank you" Rano' is it a short form?

A. I don't think so,

Q, And Ms. Burton hlas an investor?

A. Yes.

a. And this payment of $63,250 was paid to her

in connection with her inve,stment?

A. Yes.

0. And that payment-'was made just using other

NETWORK REPORTTNG & MEDTATION (4]-6) 359_0305
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investor's funds also. Correct?

A. Yes.

a. And I can keep going through this book, but

what we will see j-s throughout this entire piece payments

are being made by CO Capital directly from funds paid

into CO Capital from other investors?

A. Right.

O. You're aware of that?

A. Yes.

O. And you \^Iere aware that was going on

throughout the piece. Correct?

A. Yes.

MR. GOTTLIEB: So, Mr. Davis, âs opposed to going

through each one of them what I'm going to do is mark

these two binders, Irve got two binders, which I will

tel-t you what they are. They are bank statements from

the CO Capital bank accounts. Behind those statements

are the cheques that are referenced on those bank

statements, as well as the Loan Agreements that are

relevant to the amounts that show up on the bank

statements, because Mandy Sbaraglia's handwriting is on

those showing where the monies come from with respect to

the Loan Agreements. Okay?

MR. DAVIS: That's it. I mean that's all in the

binder?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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MR. GOTTLIEB: I think so.

MR. DAVIS: As opposed to your handwritten notes

saying: This is the kill-er documents. or something.

MR. GOTTLIEB: I am almost certain they don't say

that. But I'm going to go off the record for a second --

MR. DAVIS: As long as you tell me it doesn't,

Ir11 take your word.

MR. GOTTLIEB: I am going to double-check. I'm

just going to go off the record.

--- Off the record

BY MR. GOTTLIEB:

a. I'm golng to mark as the next exhibit, which

is Exhibit 30, a two-vol-ume set which is entitled:

Supporting Documents for Loan Payment Analysis. And

there is one of two and there is two of two And that's

Exhibit 30.

--- EXHIBIT NUMBER 30: Supporting Documents for Loan

Palrment Analysis

BY MR. GOTTLIEB:

O. And I just want to get you to just identify

and confirm some documents, just so f can mark them on

this examination. Mr. Davis, I know you're not arguíng

about authenticíty. And what we have here

Mr. Sbaraglia, I have another copy so you can flip when

your counsel flips. Vühat I have here are documents that

NETVüORK REPORTTNG & MEDTATTON (4t6) 359-0305
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start with an emai-l- from Julia Dublin from Aylesworth'

dated July 29Lh. Do you see that?

A. Yes.

0. And it's an email to you and Mandy, and the

subject line is: Undertaking loan agreernents. Do you

see that?

MR. DAVïS: Yes.

THE DEPONENT: YCS.

BY MR. GOTTLIEB:

O. And by this email you r^rere provided on July

29th with the draft undertaking. YoLl see that?

A. Yes.

0. And itts attached, actualllt?

A. Yep.

0. And the attached Draft Loan Agreement thatrs

to be entered into by CO Capital on the one hand and EMB

Asset Group on the other?

A. Yes.

0. And that was provided to you, if I have this

right, for the first tírne on July 29' 2009. Do you see

that?

A. Yes.

O. And then the other documents are emails

between Mandy and Julia with a fax f:iom. ít says, yo'u and

Mandy to Julia. And that's al-l about making corrections

NET!üCIRK REPORTTNG & MEDTATTON (41-6) 359-0305
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to the schedul-es?

MR. DAVIS: Can I make a sugqestion. Itrs

conceded that al-l these documents are what they purport

to be sent by the persons who appear to have sent them,

received by the persons to whom they're addressed and the

day that they're dated aL/or about the time stamped on

them. And do you need anything else, really?

MR. GOTTLfEB: Irm going to mark them as the next

exhibit.

MR. DAVIS: That' s f i-ne.

BY MR. GOTTLIEB:

O. And then I'11- just make the point to you,

Mr. Sbaraglia, that you got a draft of these Agreements

and the undertaking from your lawyer some nj-ne days

before you actually signed them?

A. Yes.

0. Correct. And, therefore, you had a

significant amount of time to review and comment on these

documents. Correct?

MR. DAVIS: "Signifj-cant" is a rel-ative term. He

had that amount of time.

BY MR. GOTTLIEB:

O. You were free to make any changes,

corrections or suggestions during that time,

Mr. Sbaraglia?

NETVüORK REPORTTNG & MEDTATTON (476) 359-0305
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A. Yes.

MR. DAVIS: Go off the record for a second.

--- Off the record

MR. GOTTLIEB: So,we can go back on the record.

And this is Exhibit 31, whích is the package of emails'

that r¡,/e're e li.pping together as one. Mr. Davis, that' s

okay?

MR. DAVIS: Yes.

--- EXHIBIT NUMBER 31: Package of ertrails

MR. GOTTLfEB: Letrs go off the record.

--- Off the record

--- Whereupon proceedings adjourned at 3:40 p.m.

* **** ******* Cr** **** **

I herieby certiflr the foregoing to be
a t.rue and accurate t::anscript of my
computeriz,ed shorthand notes, to the
best of my skil-l- and ability.

Debbie Anshan, CSR RPR
Rea.l- Time (Caption) Shorthand Reportern
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PETER SBARAGLIA/ previously affirmed

CROSS-EXAMINATION BY MR. GOTTLIEB, continued:

O. Mr. Sbaraglia, last time we talked a little

bit at one point about Pero Assets Inc., and I just want

to get a couple of things on the record straight. You,

as I understand ít., were a sígning authority on Pero and,

in fact, wrote cheques on the Pero account. Correct?

A. As I recall-, Yes.

O. Okay. And you also \^/ere involved in opening

up the Pero Asset accounts¡ âs well, trading accounts.

Correct?

A. Yes.

O. There were payments made between the period

of January 9, '06 to JuLy 26, 20L0 to a numbered company,

and the numbered company 1-s 1-5164i.2 Ontario Inc. And the

bank records show that the payments vtere in the amount of

a global number of $3'7,7'70. Does that number mean

anything to you?

A. No.

O. Okay. The records indícate that Paul Maines

was director of that company. Does that help you

recall ?

A. Yes.

O. Okay. TelI us

company and why \^/ere funds

about that. !{hat was

to that

that

from CO gr_ven

(416)

915
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company?

A. That was part of a venture that was bought.

O. Can you just be a little bít more explícit

about that? I presume the numbered Ontario company

wasn't a business?

A. Pardon me?

A. The numbered Ontario company that I refer to

did not engage in an active business?

A. I have no idea.

O. Okay. Vüell, why was Lhe money given to it?

When you say "venturer " just be more specific?

A. I don't remember, exactly. I belleve what

happened \^/as money \^Ias sent there to be disbursed to the

venture \¡/e were buying.

O. Disbursed to?

A. The venture.

O. And do you recafl what the venture was?

A. No, not exactlY. No.

O. And whose decision \^Ias it to transfer the

funds to Paul Maines' comPanY?

A. Robert always dírected us where to send

money.

O. Did Robert have the relationship with

Mr. Maines?

A. Irm not sLlre what you mean, "have a

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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relationshiP?'

0. There nust have been some form of

relationship with Mr. Maines that led to money being

glven to him?

A. Robert and I met Mr. Maines on the same

day.

Q, Vfhen was that?

A. That would have been roughly January, '08.

O. A1l- rJ-ght. And just tel-I me about that. How

did that come about the meeting with Mr. Maj.nes?

A. Tony Blair was in town sPeaking.

0. okay?

A. Tommy Obradovich invited Robert and T as his

guests to Eo l-isten to Tony Blair. There hrere a couple

of tables of people, and Paul- Maines was at that table-

0. V{as he invíted bY TommY?

A. I don't know.

O. So had Robert known Maines prevj-ously?

A. No, not that I'm aware of

0. We know that there were funds that went from

CO to Mountainview Asset M-anagement Inc. YoUrre aware of

that?

A. Not reallY, no.

O. You weren't av¡are that mone]¡ went f rom CO to

Mountai"nview Asset Inc.?

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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A. Oh, yes. Yes, I do.

O. Do you know how much money over time went

from CO to Mountainview?

A. No, f don't have that in front of me.

O. Where would we find those records? What bank

account was used at Mountainview, do you know?

A. At Mountainview? I have no idea.

O. Okay. And why were funds sent to

Mountainview?

A. Inie were starting the fund together.

0. Sorry. When you sâY, rrwe?rr

A. Mountainview and CO are a Royalty

Agreement.

O. I don't know what you mean, Yoü're going to

have to expand on what you're saying?

A. To start a fund.

O. All right. And what was the nature of the

fund?

A. It was a fund. A hedge fund. A mutuaf fund.
\

O. Okay. And was that fund ever set up?

A. Yes.

O. And where are the documents pursuant to which

that fund was set up?

A. My copies of them, do you mean?

O. Yes?

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305

999



Wed. Nov. 3t 20L0

in mY

A.

files.

undertaking '

MR. DAVIS:

proj ect.
MR. GOTTLIEB: You're going

them, anYhow'

MR. DAVIS: So will You'

BY MR. GOTTLIEB:

NETWORK REPORTING & MEDIATION
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I'm not making for a make-work

to have to look for

There will be copies in my computer' probably
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O. Okay. Mr' Davis' can we get an undertaking

to produce the documents that were created regarding the

relationship between CO and Mountainview?

MR. DAVIS: I'm surprised to hear that you donrt

have them. Are you sure you don't have them?

MR. GOTTLIEB: Well, what we have and what Mr.

Sbaraglia has may be different' So that's why v/e're

asking for the undertaking'

MR.DAVIS:Iwouldsuggestthatwhydon'twe

compare notes, and I'll let you know what we have' you'll

Iet me know what you have' And if there is a difference

between the two we'1I give you what we have' and you give

us what we don't have'

MR' GOTTLIEB: That is not a happy anshler for me'

MR' DAVIS: Me either'

MR' GOTTLIBB: I would rather just have the

(416) 3s9-0305
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O. Yes, I get that part. I just think you are

making it a l-itt1e more complícated. Thatrs fine. I

have l¡our answetr. Thank you.

lfhere is the monelr now that went to

Mountainview?

A. The money that went to Mountainview?

O. Yes, from CO?

A. I presume it's still in Mountaínview.

O. üüho is Ín charge of Mountainview?

A. Andy Eccelstone.

A. And is MountaÍnview, to your knowledge, still

an ongoing business?

A. Yes.

0. And what business is it engaged in?

A. Itrs a group of funds

O. HoT^r much nonelr did CO to Mountainvlew?

A. I donrt remember.

A. Mr. Davis' can you pLease advise us as to how

much money was transferred from CO?

MR. DAVIS: I donnt know íf we have the ability

to do that. ff we have the ability to do thatr we

wi1l -

--- UNDERTAKING

BY MR. GOTTTIEB:

A. Thank you. Who has been on behalf of CO

NETÏüORK REPORTTNG & MEDTATTON (416) 359-0305
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monitoring what's been going on at Mountainview?

A. SaY that again?

a. Who on behalf of CO has been monitoring

what's been going on at Mountainview with respect to the

operation of the funds?

MS. PRESTON: Currently?

BY MR. GOTTLIEB:

0. Yes?

A. No one. Tt's not operating right noI^I.

O. Okay. How much of CO's funds are at

Mountainview?

A. In the fund?

O. Yes?

A. None.

O. You're going to have to explain. CO gave

money to Mountainview for the funds. Correct?

A. As part of the Royalty Agreement.

O. Sorry. Vühat does that mean?

A. Basi-cal1y, you have to -- we had an

aïrangement where for certain number of dol-lars we could

have a portfolio manager with an IRBM running an audited

reqistered fund.

, O. Yes?

A. That's what we h/ere doing.

O. Vühat was Mountainview doing for CO?

NETVüORK REPORTING & MEDIATION (416) 359_0305
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A. Mountainview was the vehicle through which CO

was recasting its new business model.

0. Did CO ever recast its business model?

A. Yes.

O. Vühen did that haPPen?

A. In stages. The inception of it, you're

asking? The idea of it?

0. VüeIl, not so much the idea as opposed to the

implementation?

A. ft was a process over the course of early

2OO9 late 2000 and -- there is a whol-e bunch of back

and forth talking that was going on. But by the time up

and running, ready to go, would have been probably spring

or so of 2009.

O. And was Mountainview incorporated for the

sole purpose of being in business with CO?

A. No. No. Tt existed alreadY.

a. It existed already. And j-t was run by

Eccelstone?

A. Correct.

a. So Mountainview

into an arrangement

ís in operation, and then it

some time the spring of

A. In rough words, Yês.

O. I understand that. What was the arranqement
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to be? I don't understand what you say the arrangement

was between CO and Mountainview?

A. If you want to be a registered fund you need

an investment counsel portfolio manager designation to do

that. There are a lot of rufes that Pam and Mehran can

tell you as to what goes into becoming, getting this

designation. Mountainview has that designation. And

Mountainview decided based on the philosophies, if you

witl, based on the philosophies, if you will, that we

talked about with our Mountainview, allowed us to use the

IRBM portion. He became the portfolio managel of the

recast business model.

O. But how did CO's business change after spring

of '09 once the royalty arrangement was entered into with

Mountainview?

A. CO's business was based on Promissory Notes'

as you know.

O. Yes?

A. CO's business was changing. As the

promissory Notes came due the idea was as peÏ the Loan

Agreement I had with Robert pay back the peopfe as the

promissory Notes come due, pay them back in full. And if

they decided they could re-j-nvest in Mountainview through

a brokerage account.

O. So that it would become a traditional-

NETWORK REPORTTNG & MEDTATTON (416) 359-0305

L026



1

2

3

4

5

6

7

B

9

10

11

L2

13

L4

15

16

11

1B

19

20

21-

22

23

24

25

r021

1-028

r029

103 0

r_031_

!032

1_033

Wed. Nov. 3, 2010 Peter Sbaraglia 224

investment in a fund that traded securities?

A. Correct.

O. And did that ever actually happen with any of

those parties that had previously lent funds to CO?

A. Yes.

O. And who did that haPPen with?

A. I don't remember the sPecifics.

O. Were there agreements entered into with any

of your investors, the CO investors. whereby they

participated in the fund of Mountainvi-ew?

A. Say that again, I didn't catch it.

O. Are there any documents between your prior

ínvestors and CO who entered into Loan Agreements with

CO?

A. Right.

0. Are there agreements

individuals and Mountainview?

A. No. The agreements

between any of those

would be

they open brokerage accounts with, which

with whoever

is probably

Canaccord Financial.

A. Go ahead?

A. Please, after You.

O. So an individual would open up a trading

account through Canaccord?

A. Yes.

NETVüORK REPORTTNG & MEDTATTON (4L6) 359-0305
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O. Vfould. give their money directl¡r to

Mountainview?

A. No.

O. Vrlhere would they give their money?

. Ä. Canaccord.

Q. Okay. And Mountainview would do what?

A. Tf Lhe individual di-rected the broker at

Canacc-ord to buy.

0. .7\ unit?

A. Ye's.

0. Of the Mountainview fund?

A- Yes.

0. Okay. Vlhat díd CO have to do wj-th any of

that?

A. CO was the info::natlsn-gathering machine that

s,ent infor.mati-on to, in thj-s case' Andy Eccelstone.

0. So when you say "sent" the information. what

does that mean?

A. We screen stocks for the whole value

investing thing that you've spoken about" is what. we did.

Andy liked it. And the l-d.ea was to, like I saYn as the

.Promissory Notes come due pay people back in fu]I. Done.

If they chose they coul-d go to Canaccord, or v'Ihate\¡er

institution. werre slow1y getti-ng more and more people

to accept us, buy the fund. Now they're bu¡ring an
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audited reglstered fund that was to use the same

philosophy that we had been screening stocks for Robert

all al-ong with.

O. So you \^rere providing services to

Mountainview to assist it in deciding what stocks to

purchase?

MS. PRESTON: CO.

BY MR. GOTTLIEB:

O. Vühen the I saY "Your" CO?

A. At that point, Yes, that's correct-

O. Why, then, rlrere you paying money to

Mountainview?

A. Vüel-I, Yoü need an ICPM.

0. Mr. Sbaraglia, I'm cl-early missing something'

How does this relationship benefit CO?

A. Okay. Well, eventualty what happens is that

the monies that. go into -- once co has paid back all the

promissory Notes, which is very much the plan, the money

-- most people were really happy with CO and Robert up

until the very end would put their money, if they chose,

into Mountainview. Mountainview is now a fund, and it's

typical of funds to charge a.manaqement fee. And it's

typical of someone like myself to share in that

management fee through this Royatty Agreement with

Mountainview. That was the recasting of the business
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model.

a. When the CO investors were to be paid back

their foans, and then given the opportunity to re-invest

by havinq Canaccord. invest their share, if I can put it

that wây, in the Mountainview fund, you said that

actually happened with some investors?

A. Yes.

O. Starting in the spring of '09, thereabouts?

A. If you want an exact date I can get you one.

In broad strokes, Yês.

O. What T really want is an undertaking that

you'11 provide us with all of the documents that evidence

the establishment of the relationship between co and

Mountainview, and any documents that show that former

investors in CO actually gave funds to the Mountainview

fund?

A. WeIl, to Canacc-ord.

O. I said the final line as opposed to

canaccord. Any documents that you have that support that

being done?

MS. PRESTON: I don't know if we have any of

those documents, because some of it may noL even be in

our possession because they would be documents between

investor and Canaccord. But to the extent that we have

them and they're available, we will produce them- And
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the other part of the undertaking, Milton has already

addressed.

_-- UNDERTAKING

BY MR. GOTTLIEB:

O. Thank you. Were the people who decided their

Canaccord investment in the Mountainview fund guaranteed

a rate of return?

A. No.

O. So it was a simPle stock fund?

A. Yes.

O. So, counsel, what I'm looking for is a list

of, obviously, the documents I asked for already, but a

tist of those individuals or companies that started

investing through Canaccord wj-th Mountainview?

MS. PRESTON: To the extent that we can provide,

I will give you that.

MR. GOTTLIEB: The amounts they invested, and the

dates on which they. invested to the extent that you can

provide that information.

MS. PRBSTON: I'11 give you that undertaking.

UNDERTAKING

BY MR. GOTTLIEB:

0. At the time that CO started to do thís it had

a whole bunch of what I ' tl- call "happy investors" because

they had been told, and in some cases, in fact, had come

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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to be that they 1^7ere earníng 25 or 30 per cent on their

investment?

A. Yes.

O. In a year Period?

A. Yes"

A. Vfhy nould those investors have turned around

and invested in just another fqnd?

A. Tt wasn't 'nJust another fund-"

0. Why wasn't it "just another fund?"

A. Like I said earJ-ier, \'ìte v\rere using the

same -- I was using -- CO was using the sarne philosophies

in value investing, 1n screening, in creating this' I'11

call paw's investment potentj'als in stocks fgr

Mo,untainvi-ew. That amount of work was a value to

Mountaínview.

0. Had you el/e,r used that what you call

"philosophy" before?

A. Yes.

O. Ilühere?

A. At CO.

A. As oppose'd to just using it hypothetically,

)¡ou had actually used t.hat to purchase stocks that

philosophy?

A. Not me, PersonallY.

O. V{ho?

NETÛ{ORK REPORTING & MEDIATTON (416) 359-0305
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meanr-ng

Correct?

A. Vrlelt, through Robert, again, through his.

O. So you had used that philosophy with Robert'

you had said to Robert: Go buy these stocks.

A. No. I never said: Go buy these stocks.

O. Then I don't understand how it was used,

then, this philosophy?

A. He would ask.

O. rrHerr being Robert?

A. rrHerr being Robert. These are the things I'm

looking for. These are the kinds of companies I'm

looking for. And I'd go search for them. And what I did

is I refined a system of screening stocks that hlere under

value, relative to the fundamentals of the company veIsus

the price per share of the company at that particular

moment.

O. Right?

A. It's a combination of technical analysis with

fundamental analysis. Tt's a very labour intensj-ve

process. And that's basically what CO did for Robert.

And based on that information he would decide: Buy,

sel-1, hold, pass .

O. And he used that philosophy and your

suggestions when purchasing stocks for CO's accounts?

A. Yes. And, so he told me, his fund 1n New
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York with Arthur and the same information wenL down to

his Opti-ons Writing CIub in Arizona-

Q. r But that philosophy was, to your knowledge,

used in the CO accounts, themselves, the CO trading

accounts?

A. No. Remember I said that philosophy in CO

accounts he was using the small cap stuff that was vely

volatile.

O. So that philosophy wasn't used in the CO

accounts?

A. Wel-l-, it's not that black and white. But,

yes, he allowed co accounts to be more vo]atile because

they were small relative to his other stuff. some of the

screening we did, some of this value screening, this

value philosophy. The stocks were just way too expensive

for CO to buy. But for Robertrs personal trading

accounts, and. for his fund in New York, or for this group

he continued to ask us to screen these kinds of stocks.

O. It doesn't make sense when you say that the

stocks were too expensive for CO to buy. Because I know

from looking at the records about the money CO brought in

on a yearly basis that there was throughout the piece

sizeable amounts of money invested in CO for the purpose

of investing in the stock market?

A. Right.

NETWORK REPORTTNG & MEDTATTON (41'6) 359-0305
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O. Mil-lions of dotlars every year. The stocks

couldn't have been too expensíve to buy them with

millions?
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A. Some of

that Robert was the

it was very rare for

very rare. I would

\^/ere very expensive

O. When you

A. Anywhere

dollars.

them \^/ere. And you have to remember

and for COul-timate decision-maker,

him to want to buy stock over $5,

routinel-y screen stocks for him that

stocks.

sây, ttvery

from 20 to

expensive? "

$50 to a hundred

A. That is my point. Yourve got a mj-llion

dollars to spend, funds do it every single day of the

week, thousands of times everyday of the week, purchases

stocks that are in the 10, 20, $50 range per share'

There is nothing wrong with that?

A. But he was using the CO accounts for small

cap stuff.

O. I understand that, but that's not what you

said. Vühat you said was that they wele too expensive for

CO. My point is they weren't too expensive for CO if CO

wanted to spend the money on it. They may have chosen

not to, but it wasn't because they \^/ere too expensive.

That is my point. There was moTe than enough money co to

buy more than $10, $20 stock?
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A. Not necessarily. It would take a long time

to explaj-n position sizinq, and we talked about it with

Mehran that day. It would take a long time to explain,

quite frankly. The bottom line is for co Robert wanted

l-ess expensive stocks screened for, and that's what we

did.

O. So you screened the stocks for his purchase

at CO, as wel-l?

A. Yes. Not exclusively, but yes.

on in the tradingO. But you knew what was going

accounts at CO?

A. I thought I did, Yes.

O. No. No. You actually did know what was

going on there. The records came to you. The records

were available there. You were the President, right?

A. Yes.

a. So your philosophy that you say v/as used was

losing money?

A. No, I didn't say the philosophy. Again,

Robert let CO accounts be volatile. He said relative to

his empire, I'lf cal-l it, he didn't mind the volatility;

it didn't bother him. And the screening that went on --

O. Mr. Sbaraglia, you've said that repeatedly.

It's just not right, though, because you can say if you

want that he didn't mind the volatility but there wasn't
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volatility. The stocks just lost. If you go through the

trading accounts and look at the history of how those

accounts worked, they lost money. They \^Ieren't volatile,

they just lost money. And you knew that throughout the

piece that those accounts were losing money. You didn't

have big huge ups that all of a sudden turned into big

huge downs. You had losses, right? Let's just call it

what it really is. Letrs not call it "volatility" and

make it sound like there were big gains at some point,

because there hreren't, right. You knew those accounts.

Like my statement is correct, isn't it?

A. No it's noL.

O. Okay. Ird l-ike an undertaking for you to go

through those accounts, please, and show me the big ups

in those accounts of sizeable dol-lar values over the

trading history of those CO accounts directly?

MR. DAVIS: You have them al-I.

MR. GOTTLIEB: f 'm asking for the wi-tness to give

some proof of his ans\^/er based on those. Irm not going

to dig through them for that.

MR. DAVIS: You have all the accounts. He

doesn't have to conduct that analysis on yorlr behal-f -

You have them. You've had them all-. And itf s not fair

for him to do that analysis, especially in this short

period of time.
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BY MR. GOTTLIEB:

O. The Pero accounts. The same thing, right?

They didn't have big gains in those accounts, correct?

A. No, the Pero accounts -- well, what are you

asking me specificallY, Please?

O. You keep using thã word "volatile?"

A. Right.

O. And, with respect, volatility gives a nice

curtain to losses. That's what it does. And I'm simply

saying to you when you look at the hlstory of those

accounts they weren't actually volatile, they just lost

money. I'm not saying there wasn't a day when there was

a bl-ack mark on those accounts. But if you looked at

them on a monthly basis, these accounts just lost money.

They didn't have gain. They didn't have big gains.

There \^/asn't huge volatility, huge up and a huge down.

There \^iere downs. fs that true or isn't that true?

A. I don't remember every single up and down. I

couldn't graph it for you right no\^I-

A. I know that. But you can confirm to me based

on your recollection of the way those accounts operated

they \^/ere by and large throughout the whole time they

traded down. Correct?

A. No, I canf t confirm that for You.

O. Because You don't recall?
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A. Because I don't recall exactly what you're

asking me.

O. Okay. And you can't confirm that with the CO

accounts, either? I was just talking about Pero?

A. Oh, right here right now? No.

O. Okay. You did say that your philosophy was

utilized at CO with respect to the accounts Robert traded

at CO, correct? You said he asked you to screen the

small cap stocks?

A. Right. I dj-dn't say what you just said.

O. Okay. Okay. Your philosophy in screeníngt

stocks was, in fact, used by Robert in the co accounts.

Correct?

A. PartlY.

O. And the other Part?

A. Again, on the bigger caP stuff --

0. Sorry, you said there h/asn't bi-g cap stuff in

CO?

A. There wasnrt in CO.

O. I'm only talking about CO. You needn't tal-k

to me about big cap stuf f , ¡¡re're talking about sma1l cap?

A. So you're asking me the stuff I sent Robert,

the information we got for Robert was he using the CO

accounts?

O. You said: "Yes, Partially. "
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A. Yes.

O. I asked what's the other part and you started

to give the answer about big cap, which my point was but

you didn't got big cap in CO so that can't be responsive

to my question. Vühat was the other part of the trading

that Robert did in CO that wasn't based on your screening

philosophy that you gave to them?

A. You'd have to ask Robert. Robert was in

charge of the investment. Make no mistakes about it.

Robert ran the show

O. You gave him the stock advice with

respect

A. Information.

O. You gave him information?

A. Yes.

O. And you saw the trading in the accounts.

You've already said that. So I'm trying to figure out

what el-se other than your philosophy was used?

A. Stocks that he found; investment ideas that

he had. It wasn't just us. When I first started I

didn't know anything about what he was looking for- Just

as time went.

O. In whj-ch way did you give your screening

advice to Mr. Mander?

MR. DAVTS: Vüeren't they written, some of that?
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gr_ven

him?

BY MR. GOTTLIEB:

O. Yes. Where wil-I we find that writing?

A. You must have it.

0, Tett me how it was given in writing? Was it

by email? Vüas it given by paper, walked over to

Was it given by Skype?

A. Skype.

O. From you to him?

A. Largely my wife to me to Brooks to Sue to

There was a network of information-gathering.

. O. Vühere will we find the Skype logs?

A. Vüe let you copy our computers, You have

him.

them.

O. Where wil-l we fj-nd the Skype 1ogs, what

computer?

A. Vfhen Richter --

0. Don't tell- me whaL Richter, tel-l me about

MR. DAVIS: Let him answer the question in the

way he's comfortable, Please.

BY MR. GOTTLIEB:

O. I want him to answer the question I asked'

not about what Richter did. I want to know on what

computer the Skype logs are?

MR. DAVIS: Let him answer the question the way

he chooses.
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TIíE DEPONENT: Skype logs on all the computers at

CO Capital at 239 Church. Mehran was there that day.

BY MR. GOTTLIEB:

O. Okay. Vf€'lI do it the long way. llow rnany

cornputers Ífere there at 239 Church utilized by people on

behalf of CO?

A. Four or a five.

O. Did you Skype with Robert on five of them?

A. No.

O. Okay. hlhich or¡es did lrou Skype with Robe:it

on?

A. Me.

A. Yes?

A. One. Mine.

0. Thatrs what Irm askinE. So whatrs yours?

Vfhen you talk about yours, help me understand what ls

your computer?

A. The one on mY desk.

O. !{hat kind of comPute:r?

A. Kínd of computer?

O" l[ho is the manufacturer of your computer?

A. I donrt know.

A. You donrt know whether j-t was a De1l or a HP

or a Cornpaet?

A. I donrt know. I'11 gladllr find out, but I
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just don't know.

0. And you still have the original computer,

right?

A- Yes.

0. Mr. Davis, woul-d you please go through or

have Mr. SbaraElia go through that computer and produce

the Skype logs?

MR. DAVIS: You have them. Are you telling me

you don't?

MR. GOTTLIEB: T wouldn't be asking the

question.

MR. DAVIS: Letrs qo off the record.

MR. GOTTLIEB: No, I want to staY on the

record.

MR. DAVIS: Are you sure you don'L have Sklpe

loqs ?

MR. GOTTLIEB: Yes.

MR. DAVIS: Vüe'1l use our best efforts to give

you all of the SkyPe logs. OkaY.

MR.,GOTTLIEB: Yes. Thank You.

-_- UNDERTAKING

MR. DAVTS: Let's go off the record.

--- Off the record

BY MR. GOTTLIEB:

O. There is a huqe amount of data that was

NETIÀIORK REPORTTNG & MEDTATTON (416) 359-0305
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deleted off these hard drives, which is why I'm asking

for them. so what we'd like is for you to go on to those

computers and provide us with the Skype logs?

MR. DAVIS: I canft do that.

MR. GOTTLIEB: Vühat do You mean?

MR. DAVIS: For me ot îot him?

MR. GOTTLIEB: Either of You-

MR. DAVIS: Vrle'Il use our best efforts to give

you the skype logs. But I thought you were looking at me

and I'm not going to do it, only for a lack of time.

Nothing else.

--- UNDERTAKING

BY MR. GOTTLIEB:

A. Okay. So you gave Mr. Mander the suggestion

of what stocks to buy with respect to the co accounts?

MS. PRESTON: I don't think that was his ansl^Ier,

actually. He said he gave them ínformation, in fairness.

MR. GOTTLIEB: Okay. I'1I do this the long l¡lay'

MR. DAVIS: That is unfair. That really is

unfair. Vrlhen he gives you a certain answer and you

characterize it differently, then you're told j-t's not

what he answered. It's not reasonable to say: werfl do

it the long way. lrie were taking a fair position --

BY MR. GOTTLIEB:

0. CO's strength that you talked about'

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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"strength" is my word, the service it provided was to

screen stocks. Correct?

A. Yes.

O. The purpose you screen stocks is so that you

can give advice as to what stocks you would recommend to

be purchased. Correct?

A. No, it just feeds information.

O. Mr. Sbaraglia, feeding information isnrt that

va1uabl-e it' s not accompanied by a reconìmendation -

Correct?

A. No.

O. Like I've read SkYPes and some

clear outright reconmendations to purchase

think you should look at this, this l-ooks

to go up?

A. Didn't you just say You donrt

Skypes are

stocks. ï

like it's goíng

have the

Skypes?

O. No. I said I don't have your Skypes. I

couldn't have been more precise that I was asking about

your Skypes. If it's your position I'11 just take that

position and move on. Your position is that co capital

only provided information, and it didn't provide

recommendations of stocks. Correct? Thatrs your

position?

A. My position is v/e gave information on

NETVüORK RBPORTING & MEDIATION (416) 359-0305
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companies to Robert, and that's it.

A. Thatrs it. So when you would talk aboutr âs

you did at length on your transcript with the osc, about

your skill in identifying under-value properties, whether

it is stocks or land or things tike that, and you telÌ

Mr. Mander about that. Correct?

A. I never told him about l-and-

0. You never told him been land?

A. No.

O. Just with resPect to stocks?

A. Yes.

O. Are you suggesting that when you \^iere telling

him this is an under-val-ued stock that's trading below

what it should trade and it's got a huge upside to it,

you \^/erenrt at the same time reconmending Mr. Mander

purchase it. So, again, just to have it based on that'

you're saying you weren't giving a recommendation to

Robert, you were just providing information?

A. There was this huge dispari-ty between our

investing experíence between Robert and myself, huge. To

make a recofltmendation to him would be not what we it

wouldn't be appropriate given the huge disparity. He

asked for us to screen a certain kind of stuff for him,

and we did.

O. Okay. What was Eccelstone's business?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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A. In Mountainview?

0. Yes?

A. It's a fund.

a. Vfhat was Mr. Eccelstone's expertise?

A. He's a Portfolio managêr'

O. And does he Pick stocks?

' A. I'm sure he does.

0. How many years had he been at it by the time

CO entered into the royalty arrangement?

A. If rn sorry, I don't know- Years, but I don't

know how many exactlY.

O. Had he been involved for more years in the

stock i-ndustry than You?

A. I4r. Eccelstone?

o. Yes?

A. Yes.

MR. GOTTLIEB: Okay. Just qive me a couple of

minutes. Can we just go off for five, please.

--- trlhereupon proceedings recessed at 2:50 p.m.

--- I¡ühereupon proceedings resumed at 2t59 p.m.

BY MR. GOTTLIEB:

O. The payments that were made, ItIr. Sbaraglia,

by CO to Mountainview?

A. Yes.

O. How frequentllr htere those palnnents to be

NETWORK REPORTING 6. MEDTATION (41,6t) 359-0305
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made?

A. Quarterly.

A. And, again, those payments were made because

of the role that Mountainview played?

A. Yes.

O. I'm not understanding and I apologize,

because I think you've told me what CO's rol-e was in all

of this that Mountainview was playing for CO? What was

Mountainview's role with respect to CO's business,

because co was no longer bringing in any funds directly.

Correct?

A. Correct.

O. So it didn't need someone designated with

respect to CO's business, did it?

A. At the time that we're talking about?

O. Yes?

A. CO wasnrt completely wound down yet.

0. Right?

A. So we're calling it rrCO' just because it

still had outstanding Promissory Notes that Robert was to

pay back. so the recast model, like I tal-ked abouL, vras

for call it what you want, I'll still call it "COr" a

company which gathered information and fed that up to the

portfolio manager.

O. But did CO, to your understanding, need

NETVüORK REPORTTNG & MEDTATTON (41'6) 359-0305
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absolutely.

o.

Mountainview

A.

o

Yes.

And I understood that individuals

that fund. Correct?

Through a brokerage, yes.

Through a brokeraqe, Yes. I got

could

invest in

that part.

co. The only business that co was carrying on, according

to your was feeding information to Mountainview-

Correct?

A. BasicallY' Yes.

0. So CO didn't need to be registered for that

purpose. Correct?

A. I'm not sure.

O. You have said repeatedly that you wanted

Mountainview?

A. Yes.

O. Or you needed Mountainview because it was

registered?

A. Right.

O. But my point is Mountainview didn't need CO'

co wasn't carrying on any business of taking in funds or

NETWORK REPORTTNG & MBDTATTON (476) 359-0305
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investing funds?

A. Correct.

O. So CO did not need a registered individual'

because it wasn't taking in funds or investing funds?

A. Well, the idea was to launch the fund and

then eventually become go and seek funds instead of

getting them from individuals to go to brokerages and go

to investment advisors, and so on.

O. I apologize. But that's what Mountainview

would do, not CO?

A. Again, \nle're calling it I'CO'' only because it

still existed at this time that we're talking about. But

the role was for CO to do a lot of leg work for the

portfolio manager. And based on that 1eg work the

portfolio managier would make recommendations, and based

on that the idea was to go on fund because it's an

audited registered fund.

O. And what would CO's roles be on a

going-forward basis?

A. Probably, just a I mean we never got

there. You know what haPPened.

O. Yes?

A. I would suggest that probably just the same

thing, continued screening stocks, finding under-value

companies and sending information up.

NETI/üORK REPORTING & MEDIATION (476) 359-0305
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MR. GOTTLIEts: Okay. Subject to the answers to

the undertakings that have been gl-ven, those are all my

questions. Thank you.

CROSS_EXAMINATION BY MS. FOY:

A. So, Mr. Sbaraqlia, Irm going to ask you some

questions nohr. Mr. Sbaraqlia, the Loan agreement

template that CO ínitiall1r' used came from Robert

Mander?.

A. Yes.

O, And that Loan Agreement template was used by

Co in 2A86?

A. Yes.

O. And that was throughout that period,

throughout that year?

A. Yes.

0. And I think Mr. Gottlieb took lrou there the

other day, but in your August 10th Affidavit at tab 9

it's identified that there are approxirnatelyr or there

was approximately $900,000 raised by CO in 2006?

A. Okay.

0. Do You remember that?

A. Yes.

0. Do you agree with that?

A. Yes.

0. And so that, amount was raised by investors

NETVüORK REPORTTNG & MEDTATTON (41-6) 359-0305
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using the Loan Agreement template for Mr. Mander?

A. Yes.

O. And at some point towards the end of 2006 CO

retains BLG to give it some legal advice. Correct?

A. I don't remember if it was CO or Peter and

Robert.

MR. GOTTLIEB: I apologize, I'm going to

interrupt. Mr. Davis, that was one of the things I

thought were you attempting to get us overníght last

time. That didn't happen, I take it? Okay- Thank you'

Because that would have helped Ms. Foy i-n her question.

But that undertaking is still- outstanding for those

documents.

MR. DAVIS: I apologize. I haven't seen a

transcript, Irve been a little busy.

BY MS. FOY:

O. So you don't remember if it was you or Mr.

Mander or CO who actually retained BLG, is that right?

A. Mr. Mander retained BLG.

O. Mr. Mander retained BLG on behalf of CO'

rather?

A. I just want to make sure. "Retains" means he

paid?

MR. DAVIS: No, actuallY it doesn't.

BY MS. FOY:

NETVüORK REPORTING & MEDIATION (416) 359_0305
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O. No.

s that right?
A. Yes.

BLG hla.s qiving advice to COn correct?

Q. So it wasnrt givlng advice to Peter

Sbarag'lia, personallY?

A. No.

A. It üIâsrt't givinq advice to' Robert Mander,

personally?

A. I don't know that.

A. Okay. When do you think you flrst contacted

BLG, hras it in 20,06?

A. Yes.

0. .And was it the fall' or I^Ias it fater?

A. I donrt rememher, exactlY.

0. Was it anY earl-ier than the fatf?

A. I doubt it.

O. Okay. And it was primarily Richard Austin

that you l^rere dealing witn* at BLG?

A. Yes.

0" And do ltou know if Mr. Mander deal-t directly

with Richard Austin, as well?

A. I don't know.

A. You don't know that. fte havenrt seen an)¡

eorrespondence bêtrn¡een Mr, Austín and Mr. lt{ander in the

documents that you've provided, is that correct?

NETVüORK REPORTTNG e MEDTATTON (416) 359-0305
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A. I don't know what yourve seen. But as far as

I know I dealt with Richard Austin. Did he deal with

Robert Mander? The ans\^ier is: I don't know.

O. And, Richard Austin, he didn't deal with

Mandy on any of these issues to your recollection?

A. No.

O. If you could go to the opinj-on letter from

BLG, dated December 15, 2006, it's at tab 13 of the OSC

record, which is Vol-ume 2. or it's in the red binder, as

well-. Are you fine with an electronic copy?

A. Sure.

O. So this is a l-etter from BLG, dated December

15, 2006?

A. Yes.

O. And it's a direction to CO Capital Growth

Corporation?

A. Yes.

O. And it's to your attention as the President

of CO Capital Growth?

A. Yes.

O. And so you received this letter around the

time that it's dated?

MR. DAVIS: Can I remind you that we've actually

got an agreement that everything is received unless we

advise to the contrary. So you donft have to ask those

NETVüORK RBPORTING & MEDIATION (4L6) 359_0305
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quest.ions.

BY MS. FOY:

O. That's fine. So we know that you've received

it, because we have this agreement. But did you review

the letter?
A. Yes.

O. And do I correctty understand that the

purpose of this letter was so that co could get advice on

compliance issues, securities compliance issues t or

regulatory compliance issues about the business of CO?

A. The business model Robert Mander had

started.

O. Regardless of whoever had started. The

business model of CO, at the time?

A. Yes.

O. Vrlas something that CO wanted advice on in

terms of securities and regulatory compliance?

A. Yes.

O. And, specifically, correct me if I'm wrong,

but co was asking for advice about the availability of

certaj-n exempti-ons in ontario securities l-aw that might

be available to it?

A. Did I ask him for certaì-n exemptions, is that

what you're asking me?

0. No. Vühat I want Lo understand is, in terms

NETWORK REPORTTNG & MEDTATTON (476) 359-0305
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of the advice that CO was looking for?

A. Right.

O. You were tooking for advice about

requirements that co might have to meet under ontario

securities law?

A. Yes.

O. And those requirements that you \^Iere

concerned about ¡ or wanted advice on included the

registration requirements possibly of CO. Is that

fair?
A. I don't remember specifically. I just wanted

to make sure that what we \^¡ere doing was bej-ng done

properly.

O. Okay. That's fine. So we know that up until

December 15, 2006 CO had raísed somewhere around

$900,000. Up until that point in time can you tell me

what exemptions CO was relYing on?

MR. DAVIS: Are you talking about under the

Securities Act?

MS. FOY: Under the Securitíes Act, Yes.

MR. DAVIS: He's not going to answer that

question.

MS. FOY: As the President of CO Capital who was

raising funds from investors, he canrt tefl me what

exemptions he was relYing on?

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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MR. DAVIS: He's not going to ansi^Ier a question

of law.

MS. FOY: It's into the question of 1aw, it's a

question of fact.

MR. DAVIS: He's not answering that question.

_-- REFUSAL

BY MS. FOY:

O. That's fine. In raising the $900'000r or

thereabouts, prior to December of 2006 CO hadn't made any

filings with the OSC about an exemption that was being

relied upon. Is that correct?

A. That's correct.

A. And at that point in time no Prospectus had

been filed with the OSC On behalf of CO?

MR. DAVIS: I'm going to object to that question,

because this line of questioning is not relevant to the

application that is before the court- And I j-nvite you

to tell_ me if Irm wrong, and how you think it is relevant

to the application to appoint a Receiver.

MS. FOY: I wil-l absolutety tell you how it's

directly on point. If you've read the law dea.l-ing with

appointment of Receivers under s. L29 of the Securities

Act you'1l see that the court has to assess whether it's

appropriate, first of all, for the best interest of the

stakeholders; or whether it's appropriate for the due

NETVüORK REPORTTNG & MEDTATTON (416) 359-0305
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administration of ontario securities law. under both

branches of that section the court has to assess

regulatory non-compliance. And where there is evidence

of regulatory non-compliance the court then takes that

into account in assessing what is appropriate. So it's

very much on point. What CO did or didn't do in

compliance with Ontario securities law in raising

funds.

MR. DAVIS: I'm not sure that I'm goì-ng to agree

with you, but without prejudice to any rights that my

client may have I'11 let him answer the question.

BY MS. FOY:

O. Sure?

A. And, again, the question is, Please?

O. The question is: As of December 15, 2006 CO

had not filed a Draft Prospectus with the osc for its

business?

A. Thatr s correct.

O. And so, therefore, no receipt had been

provided from the OSC for a Prospectus?

MR. DAVIS: It wasn't filed.

BY MS. FOY:

O. Thatrs fine. And certainly at this point, or

at any point were you registered under the Ontario

Securities Act?

NETVüORK REPORTTNG & MBDTATTON (416) 359-0305
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A. No.

O. Okay. So the letter, i-tself, describes, or

the way I read it it describes COrs business model- Do

you recall it would have been you that provided

Mr. Austin with that information?

MR. DAVfS: What information?

BY MS. FOY:

O. On what CO's business model- was?

A. Robert and I, wê went the first daY

together.

O. So you're saying that the first day that you

met Mr. Austin Mr. Mander was with you?

A. Yes.

O. And were there any other meetings that you

attended with Mr. Austin?

MR. DAVIS: Can I just stop you for second.

There are alien spaceships outside and I can barely hear

you, so I'd be grateful if you keep your voice up. Vühat

is that?

MR. GOTTLIEB: It's the marble replacement

machine replaci-ng the marble on the side of the building.

MR. DAVIS: You've just got to keep your voice

up.

BY MS. FOY:

O. So in the first line of the letter where it

NETVIORK REPORTTNG & MEDTATTON (416) 359-0305
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Says: "Further to our recent meeting you have asked that

we provide our advice with regard to the loan agreements

as described below, issued by CO Capítal growth Corp' to

finance some or all of its operations and activities in

terms of compliance with the Securities Act of Ontario."

As of that date had you just had one meeting with

Mr. Austin?

A. I donrt recall exactlY.

O. So the letter in the second paragraph says:

"Vüe understand from our meeting that CO is incorporated

in Canada and intends to operate exclusively in Ontario,

and will issue Loan Agreements only to individual-s

resident in Ontario." And that in terms of investors, if

you're reading the last sentence of that paragraph, it

says: "such j_ndividuals received Loan Agreements which

set out the terms and conditions of their loan to CO.

Loan confirmations are sent regularly to investors which

provide details of their loan, including accrued

i-nterest. " ?

A. Okay.

O. So that was part of CO's business model, at

the time?

A. Robert's business model -- but, Y€s.

O. So Robert's business model- that you adopted

in running CO?
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A. Yes.

O. And íf you turn the page over t or scroll down

the page in your case

MR. DAVIS: It's Page 2.

BY MS. FOY:

O. Page 2, second sentence it says: "You have

provided specimens of the Loan Agreement and loan

confirmation that are currently in use." So just to

confirm, that was the Loan Agreement and l-oan

confirmation that Mr. Mander had provided to you?

A. Must have been, Yes.

O. Well, You say "must have been" because there

was no other template, ât that time?

A. That's right.

O. Okay. And it goes on to talk about some

aspects of the Loan Agreements, and some of the terms-

And then it says mid-way down the paragraph: "-....We

have not been asked to provide comments with regards to

these two documents " referring to the Loan Agreement

and the loan confirmation. So, at that tímer âs of

December 15, 2006 the advj_ce co was seeking from BLG was

restricted to the compliance issues. That's right?

A. .Tust wanted to make sure that everything $/e

were doing was rate.

O. Riqht. And at this point BLG wasn't giving
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you advice in terms of any revisj-ons to the Loan

Agreements, or any other documents beíng used by CO?

A. At this Point?

O. That's correct, ât this Point?

A. That's just the fj-rst letter after our first

meeting that I recall.

O. So the answer is: That's right that BLG was

only giving you advice on reguÌatory issues; they were

not giving you advice on revj-sions to the Loan Agreement,

as of this time?

A. No, that's not what I'm saying. Vüe went to

BLG with some Loan Agreements to make sure that what we

were doing was compliant. Then they wrote me this

letter. Then the process started developing Loan

Agreements that eventually were used.

O. Okay. So as of this letter we're not dealing

with revisions to the Loan Agreement. The advice you're

getting from BLG is simply on the compliance issues?

A. f haven't gotten any advice from BLG yet.

This is just the letter after our first meeting.

O. Okay. So you told me that you receíved this

letter and you read it?

A. Yes.

O. Are you telling me you don't think this

letter contains any advice?
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MR. DAVIS: The letter says what it says.

BY MS. FOY:

a. I'd l-ike to have his understanding of the

Ietter when he received it. The letter says what it

says. But did you understand Mr. Austin was giving you

advice on whether or not. CO was compliant?

A. Yes.

O. And if it wasn't compliant how it could be

compl-iant, is that what you understood this letter to

be?

A. Yes.

O. And so you understood that this fetter had

nothing to do wj-th BLG's advice on revisions to the Loan

Agreement that Mr. Mander had given you/ or the template

that was being used up until that point -- this letter?

MR. DAVIS: I don't know if that is right. Say

that again.

BY MS. FOY:

O. That this letter has no advice relating to

revisions to the Loan Agreement?

MR. DAVIS: The letter speaks for itsel-f .

BY MS. FOY:

O. Thatts fine. So looking at the second

paragraph of the second page of the letter it says: The

Loan Agreement issued by CO in return for an advance of
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funds or retention of funds previously advanced

constitutes "a security" as defined by subsection 11 of

the Act. And it goes on to say some other things. It

goes on to say, that: "Vühile the Act,generally requires

that the issuance of a security be made by way of a

Prospectus and that CO be registered as a dealer of

securj-ties or securities' issuer, there a1e a number of

exemptions which co may rely upon in j-ssuing the Loan

Aqreements provided that aII correspondent conditions are

met." My question is: You read that, ât the time?

A. Yes.

O. And the letter goes on to describe a number

of exemptions: The credit investor exemption, the

private issuer exemption and others- TelI me, sir, what

did you understand about how someone would qualify as an

accredited investor, at that time?

MR. DAVIS: SorrY, how?

BY MS. FOY:

O. How someone, an individual¡ âû investor,

would qualify as an accredited investor having recej-ved

this l-etter?

MR. DAVIS: Hers not going to give you that

anshler.

BY MS. FOY:

O. So, sir, you didn't understand, at that time,
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that an accredited investor might be someone whose

assets, net financial assets exceeded a million dollars.

Did you understand that?

A. At that time?

O. Having received t.he letter and having read

the letter did you understand, at this time, that one way

that an investor might be an accredited investor or

qualify as an accredited investor is if they have net

financlal assets of over a million dollars?

A. If it doesn't say it in that letter then I

woul-dn't have known it, at that time.

0. So íf it says it ín the letter then you knew

it, at the time?

A. On December 15th, Yes.

a. Okay. Thank you. All right. So moving

through this brief, which is Volume 2 of the OSCrs

record. If you go to page 306 and 307. If you look to

the bottom of page 306 it looks like it's an email. So

this is an email chain, these two pages, but at the

bottom of page 306 there's an email from Peter and Mandy.

And then there is an email address to Richard Austin, and

the subject l-ine is: "More stuff to do."

A. Right.

O. And this is an email that you sent to

Mr. Austin?
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A. Yes.

O. And if you look to Points 2 and 3?

A. On 306?

a. 307. Point 2 says: "Could you advise on the

two documents that we give ouL, i.e- Loan Ag-reement and

the loan confirmation statement. Should these be

reworked?" And. then point 3: "Can you show us what we

need to have our investors sign agreeing that they are'

indeed, accredj-ted investors?" So it looks to me l-ike

you are asking Mr. Austin, amongst other things, for

advice, first of al-l-, oû whether or not the Loan

Agreements should be revised, the template that you've

been using from Robert Mander. Correct?

A. OkaY.

O. Is my understanding correct, is that what

you're asking?

A. The whole thing with Borden Ladner Gervais

\^/as to make sure that what I was doing with Robert and

through Robert was comPliant.

a. I understand that. But I'm asking you a

specific question about a specific email that you sent.

And what I want to know is, is my understanding correct

about what you are asking in this email. Youfre asking

in this email for advice on whether or not the Loan

Agreement tempÌate that Robert Mander gave you to use
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with CO should be revised, is that right?

A. That's what it saYS, Yes.

0. And am I correct?

MR. DAVIS: Please slow down a bit. You're

talking real1y fast and I suspect the Reporter might

straining to keep up. Okay. You're soundi-ng really fast

to me. Go ahead.

BY MS. FOY:

O. I think the Reporter can speak up if she

wants me to slow down, and I will happily do that. And

point three you're asking Mr. Austin about what you need

your investors to sign to show that they're accredited?

A. Yes.

O. And Mr. Austin responds, he says he'Il

happily l-ook at the Loan Agreements. And on point three

he says that the investors shoul-d sign a Declaration.

And thatrs right?

A. Yep.

O. Okay. And the Decl-aration that investors

should sign to identify or attest to the fact that

they're accredited, Mr. Austin does provide you with some

type of form for accredited investors. Is that right?

A. Yes.

O. And he also provides you with a Draft Loan

Agreement, which has revislons to the template that you
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had previously been using?

A. Yes.

O. And if you look at the Declaratj-on, the

Accredited Investor Declaration that he provides Yotl, I

think it's attached to an email. Let's go to the one

provided to you on January 23, 200'7, it's at page 31' of

the brief that you're looking at, Vofume 2 of the OSCrs

record. So the email at 331 says that Mr. Austin is

providj-ng you with copies of certain documents, the

Revised Loan Agreement, other documents and the Revised

Accredited Investor Certificate. Vühat do you understand,

at that. point in t.ime, then, is the purpose of the

certificate? What is CO supposed to do with their

certificate in raising caPital?

A. If you're raising capital from an accredited

investor you have them fill- it out, have them sign it.

O. Okay. And the purpose of doing that is to

show that CO is complying wíth Ontario securities law?

MR. DAVIS: His purpose in doing that? Whose

purpose?

BY MS. FOY:

O. The purpose. Why would you have an investor

certify that they're accredited?

A. Ask Richard Austin.

O. Okay. The purpose of the certificate that
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we've just l-ooked at 1s consistent, then, with your

request for him to show you what CO needs to have the

investor sign agreeing that they are, indeed, accredited

lnvestors?

MR. DAVIS: Itm not sure that I understand your

quest j-on.

BY MS. FOY:

O. That's fine. So I'd like to look at the

finat version of the Loan Agreement that Richard Austin

revises for CO?

A. Page, Please?

O. Well, I don'L actually know j-f it's helpful

to go through what's in the OSC brief, at this tab. Just

a second. Okay. I think what we'll do j-s use the Loan

Agreements attached to the Affidavit of Thomas

Obradovich. You can find them easily there. Tab A. So

this is the Loan Agreement between, it's actually the

Loan Agreement between Tom obradovich and Pero Assets

which maybe isn't helPful.

MR. DAVIS: Did I hear you make the admission

that maybe i-t' s not helPful-?

MS. FOY: It maybe not helpfuJ- to look at that

particular document. What I'd l-ike to look at is the

Loan Agreement that is used by CO after it received the

advice from BLG.
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MR. DAVIS: Couldn't you just look at the Loan

Agreement post that date?

BY MS. FOY:

O. That's what f'm looking for. Turn to Volume

3 of the OSC'S record. Turn up page 635- If you could

look at the Loan Agreement at page 635, 636 and 637 and

tell me if this is the final-ized version of the Loan

Agreement being used by CO with the beneflt of advice

from BLG?

A. I'll say "probably. " And the reason I say

that is we did get a Peter Welsh input to the Loan

Agreements somewhere along the line, and I don't remember

exactly when it was. But I think -- I think this was the

BLG one given the date it's signed. I canrt really be

suïe.

O. VüelI , if we do turn back to Mr. Obradovich's

Affidavit at tab B there is the Loan Agreement between

pero Assets and co capital as of March L, 2009. And that

Loan Agreement looks to be stightly different than the

one from 2OO8 that \^¡e \^/ere just looking at at page 635?

A. You've confused me a little bit. 635 you're

asking me is this the BLG revised Loan Agreement that we

used?

O. Yes?

A. And my answer was "probably." I don't
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remember exactly when and what revisions were done by

Peter Vüel-sh.

O. Okay. And I'm pointing you to the Thomas

Obradovich Affidavit with the Loan Agreement from March

I, 2009 to see if -- well, to identify that Agreement

appears to be somewhat different?

L237

123B

1239

L240

724L

A.

0.

looking at?

MR.

a chance to

Right.

Than the one from 2008 that we \^tere just

DAVIS: Give him a chance to read. Give him

read them.

BY MS. FOY:

a. You say Mr. Welsh gave you some input along

the line?

A. Yes.

a. About changes to the Loan Agreement?

A. Yes.

0. If there are differences in the Loan

Agreement from 2009 that you've got in front of you, and

the Loan Agreement from 2008 that you've got in front of

you, if there are differences in those would those

differences be as a result of i-nput from Mr. Vfelsh?

A. Probably, yes.

0. Okay. Looking at both of t.hese Loan

Agreements, they both contain at paragraph 10 a term
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relating to a requirement by the lender, so the investor,

to provide the borrower, so CO, with "a duly executed

certificate in the form of Schedul-e rrF'' hereto, attesting

to the fact that the l-ender is an accredited investor as

defined therein unless the principal sum is equal to or

exceeds $150,000. "

MR. DAVIS: ParagraPh 10. OkaY.

BY MS. FOY:

O. You see that?

A. Yes.

O. And it's in both of the agreements?

A. Yes.

O. And the Schedule 'rFrr that's being referred

to, is that the Accredited Investor Certificate?

A. I believe so.

O. So just to finish my question, the Accredited

Investor Certificate that Mr. Austin provided you back in

2001 ?

A. Yes.

O. That is what Schedul-e I'Frr is. Now, at tab K

of the Receiver's seventh reþort there is an email from

Julia Dublin and this is to Mandy Sbaraglia, your wife?

A. Yes.

O. So I'11 just ask for your counsel to put that

in front of you.
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MR. DAVIS: What is the date of it?

BY MS. FOY:

O. It is June 24, 2009. V[eIl, first of all'

it's to Mandy and it's addressed to Mandy and it says:

"Irve read over the business records you supplied and I

think there is a lot more work to be done before the OSC

examination on July 9th. "?

A. Right.

O. So Julia Dublin, in this email, is

communicating with Mandy for the purpose of obtaininq

documents in advance of the OSC examination. Is that

right?

A. Yes.

O. ,Just so I'm clear. So Mandy had your

permission; it wasn't a problem for Mandy to be dealing

directly with .Tulia, r take it?

A. Correct.

O. Even though Mandy \^Iasn't being examined at

the OSC?

A. That's right,

O. And if you g.o to the second last paragraph of

this email, Ms. Dubl-in says: "To Mandy, also I don't see

any completed Accredited Investor Certificates. Vüe need

to ensure that you can show the OSC you did your due

diligence on the applicable exemptions."?
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A. Thatrs correct.

O. And there is no response from Mandy. But Ird

l_íke to know where those compJ-eted Accredited Investor

Certificates are?

A. We have them.

O. Pardon?

A. Vüe have the Accredited Investorrs

Certificates.

O. Okay. Were they ever provided to Ms. Dublin

or Mr. Mitler at Aylesworth?

A. Eventually, I believe so. I don't remember

exactly, but

O. Okay. Well, I haven't seen any completed

Accredited Investor Certificates?

A. Okay.

a. In the Aylesworth's file. But you're saying

there are some?

A. AbsolutelY.

O. And did you obtain Accredited Investor

Certificates in each case for each investor?

A. No.

O. And under what circumstances would you not

have obtained an Accredited fnvestor Certificate?

A. Tf they invested more than S150,000. Of

if what Richard saj-d h/e v/ere talking about ín one of the

NETVIORK REPORTTNG & MEDTATTON (41'6) 359-0305



t_

2

3

4

5

6

7

I
9

10

11

t2

13

I4

15

76

L7

18

19

20

2I

22

23

24

25

L26L

1262

1263

7264

Vüed. Nov. 3, 2010 Peter Sbaraglia 272

emails about my mother, and he said there is a private

issuer exemption you can use for what he call-ed people

close very to you.

O. Okay. So is there another Loan Agreement

that I haven't seen that has a clause in it for peopl-e to

certify that they're very close to You¡ that there is

some other exemption that's being rel-ied upon?

A. No, other than -- no, just in the first

l-etter he talks about -- he to.l-d me -- there is an email,

and I don't remember the date, where he said you can use

a private issuer exemption for people who are close to

you.

O. So the circumstances in which you would not

have obtained an Accredited Investor Certificate from the

investor, you said if they purchased or invested more

than $150,000?

A. Right.

O. Or if they are (quote) "people very close to

you? "

A. VüelI, paraphrased. I woul-dn' t say "quote . "

O. I was saying "quote" because that's what you

saj-d to me; that's what you understood if they \^Iere very

close to yoLlr you didn't need an Accredited Investor

Certificate?

A. Friends, family and so on.
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O. So is there a Loan Agreement, then, that f

haven't seen, a version of a Loan Aqreement that was

created to deal not with the accredited investor

exemption, and not with the minimum $1-50' 000 exemption,

but with the private issuer exemption?

A. No.

O. Okay. So there about never any certificates

signed by investors that they woufd meet the category of

investor under the private issuer exemption?

A. That's correct.

a. And at no point when you \^iere using the

Revised Loan Agreements from BLG, and then the Revised

Aqreements with Mr. Welsh's input did you ever make any

filings with the osc about any exemptions that were being

rel-ied upon?

A. No.

A. And can you advise me, then, which investors

you have Accredited Investor Certifj-cates for?

A. Off the toP of mY head?

O. No, if you could undertake to do that. Wefve

Iooked through the Aylesworth file, and Irm told that

there are no Accredited fnvestor Certificates?

MR. DAVIS: V[e'll use our best efforts to do

that.
_-- UNDERTAKING
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BY MS. FOY:

O. Just to get on the record what I'm looking

for. I'm l-ooking for completed 'Accredited Investor

Certificates, not the form or the template but ones that

have been fil-led out and signed by investors?

MR. DAVIS: I understand.

THE DEPONENT: Sure.

BY MS. FOY:

O. Okay. Mr. Sbaraglia, when you came into

speak to the OSC staff on JuJ-y 9, 2009 you'd been summons

to come in and give evidence?

A. Yes.

O. And when you came in for the interview, you

came in with counsel- with Ms. Dublin and Mr. Mill-er?

A. Correct.

O. And when did you retain Aylesworth as your

counsel, was that around June?

A. Yes.

O. And that's 2009?

A. Yes.

O. Okay. And in

together worked to

advance of July 9, 2009 you and

Mandy gather documents to provide to

Aylesworth

exam?

in anticipation, and in preparation of that

A. Yes.
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O. And you, obviously, spoke to your counsel

either by email or directly in advance of that

examination?

MR. DAVIS: Just so we're clear, you're talking

about Miller or Dublin?

MS. FOY: Mill-er and Dublín?

MR. DAVIS: The \^Iay you asked the question it

could have been me.

MS. FOY: I'm sorry?

MR. DAVfS: You said you "sp.oke to your counselr"

it coul-d have been anybody. I just wanted to make sure

yourre talking about Aylesworth.

BY MS. FOY:

O. Right. Now, we're talking about Aylesworth

and we're talking about Mr. Miller and Ms. Dublin. So in

advance of 2009, of your examination, you spoke directly

to your counsel?

A. Yes.

O. And some of what you talked about, or quite a

bit about what you talked about is what the OSC's

concerns \^rere in terms of the business of CO. Correct?

A. I don't know what you mean by, "quite a bit."

But we tal-ked to them about what documents they needed.

O. And between June, the beginning of June' Irll

sây, and the date of your examination, so that month
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leading up to your examination there hIaS regular contact

between you and your counsel- about the examination?

A. Yes.

O. And one of the things you discussed was what

the OSC's concerns were about the operation of OSC and

its business?

A. Yes.

A. And to be very straightforward about it

Ms. Dublin sai-d to you, in a number of different hlays'

that what the OSC was concerned about was where

investor's money is?

A. Yes.

O. And where it went?

A. Uh'hmm.

O. And that CO be in a position to properly

account for investors' funds?

A. Yes.

O. And you understood that. there might be some

registration issues, but they werenft as important as

being able to account for investors' funds?

A. According to Julia¡ Y€s

O. Okay. And so some of the documents you \^Iere

getting together for Ms. Dublin in advance of your

examination incl-uded a l-ist of assets of CO?

A. Yes.
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A. And tr¡ou understood that part of what the OSC

would want Lo see is a list of assets betweeh CO and El¡lB

in eNcess of what is owed?

A. Yes.

A. Alrd you tried to get that information for

Ms. Dublín?

A. Yes.

A. Okay. And so when you attend at the

exarnination, you understand sitting there in the

examination that one of the OS'C ¡ S Concerns is also that

there is nothing in writinq between EMB and CO to ensure

that j-nvestors' assets are, safeguarded?

A. There was not much J-n writinq.

O. There i,s oot much in writing. So there is a

Iack of documentation to support what is being said to

the OSC about safeguarding investors' assets?

A. Yes.

O. And you knew that in addition to inf,ormation

about the business of CO that OSC staff wanted

infOrmation about. the business¡ oI assets or obligations,

of Pero?

A. Yes.

a. And you know that because you sahi the s'ummons

that was sent by 'OSC staff to ,fu1ia Dublin?

A. Yes.
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O. And she said to you in advance in an email

that the OSC wanted information about Pero?

A. Yes.

O. Okay. So you say in this proceeding, in

response to the OSC's application, that the Pero

investment, and when I say the "Pero investment" I mean

the $6 million investment, that that investment was

the date of your examination. Tel-I me where I get

wrong if I get it wrong, but as of the date of your

examination, JuÌy 9, 2009, that the Pero investment

an obligation of Mander directly and no longer an

obligation of CO. Is that right?

A. Yes.

0. And you saY that's

investment i-s not lísted in the

why the $6 miltion Pero

Schedule rrA" to your

as of

thís

was

undertaking?

A. Yes.

O. Okay. If

Mr. Obradovich at tab

March I, 2009?

\^/e could turn to the Agreement with

B. And that's the Agreement, dated

MS. PRESTON: With Pero, ri-ght?

BY MS. EOY:

O. f 'm sorry. Vüith Pero . Signed by Mr.

obradovich on behalf of Pero. If you look to paragraph

1-4 -- well, first of alt, before we get to paragraph 14
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At page 3 of this Agreement there's a signature for CO

Capital, and it indicates that yourre the authorized

Officer for CO so you signed this agreement?

A. Yes, I did.

O. Paragraph 14 is a clause that indicates that

the Agreement constitutes the entire aqreement between

the parties, and cancel-s and supersedes any prior

Agreements, undertakings, declarations or

representations, written or oral in respect to the

relationship of the parties. No amendments, supplement

or wai-ver of any provisj-on of this Agreement shal-I, in

any event, be effective unless it shafl be in wrj-ting and

signed by the parties. The l-ender may not assign,

prejudj-ce or otherwise transfer this Agreement or

Promissory Note without the written consent of the

borrower?

MR. DAVIS: What is your question?

MS . FOY: Mr. Davis, I 'm entitl-ed to read

something from a document.

MR. DAVIS: Itrs a really long one. ft sounded

Iike you were done.

BY MS. FOY:

O. I was done reading from the document. My

question for this witness is: Vühether that is a

paragraph that appeared in a1l of the Loan Agreements' to
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the best of your knowledge, entered into by CO?

A. To the best of my knowledgre.

O. Youfre saying to the best of your knowledge

it díd appear?

A. Wel-l , again, Peter Welsh amended them. I

don't know, f couldn't count all- of them. I don't

remember if it's all of them. But I'11 say I think so.

I don't know.

O. And did anyone other than you sign Loan

Agreements on behalf of CO with investors?

A. No.

O. Okay. So you've said in your evidence that

we see in the records before us thatt or I think it's

been suggested, anyway' that there was a meeting in June,

2009 where it was agreed that all of Mr. Obradovich's

money captured by the Pero investment would be

transferred to Mander directlY?

A. Yes.

A. And I think the suggestion is that in

addition to that or the consequence of that would be that

Mander would be directly responsible for the Pero

investment to pay back?

A. Yes. Sorry, I apologize. Can you go back

two questions, because I day dreamed a little bit. Ask

me two questions ago, again?
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MR. DAVIS; Your question two questions ago \¡¡as

to the effect in "Tune" 2CI09 there was an Agreement to

t.ransfer the Pero account to Mander.

BY MS. FOY:

0. Mander d.irectlY? 
.

A. There' r¡Ias no actual transfer. He was

assuming responsibility for it.

Q, So there ro/as no actual transfer. 7\nd thatrs

because Pêrots money tras alrea y with Mr. Mander?

A. Yes.

O. Oka1r" So there's is nothing in wríting from

CO in ,June , 2A09 which documents thj-s understanding?

A. No.

O. And therers nothing in writing from Pero

releasinq CO of its obligation to Pero under the March 1,

2009 Agreenrent?

A. No.

A, And there is nothing in writing as of either

the date of your examinatj-on, or the date of the

undertaking?

A. No.

0. Or anything after that?

MR. DAVTS: Sorry?

MS. FOY: Or anything after that in writing

releasíng.
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MR. DAVIS: There is no Release.

BY MS. EOY:

O. So as of the date of your examination, July

9th, the only written Loan Agreement dealing with the $e

milli-on Pero investment is the one that we see here at

tab B of Mr. Obradovich's Affidavit?

A. Yes.

O. And that's also the only Loan Aqreement in

place dealing with this Pero investment as of the date of

your undertaking, August 7, 2009?

MR. DAVIS: Vühat's the date of that numbered

company Agreement?

MR. GOTTLIEB: 14th.

MS. FOY: It's August 14th, 2OOg if what you're

referring to is the document at tab C

MR. DAVIS: I want the record to show that Mr.

Gottlieb was correct, it's the 14th.

BY MS. FOY:

date of

dealing

L, 2009?

O. So you agree that as of August 1, 2009, the

your undertaking, the only written Loan Agreement

with the Pero investment is the one dated March

A. ûüritten Loan Agreement.

O. Yes, that h/as my question?

A. Yes.
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O. Now, at any point, in preparation for your

examinaLion at the osc do you raise the question with

either Mr. Miller or Dublin about who might have

tiability to Pero in the circumstances that you've

described in your evidence? Did you ever ask Mr. Miller

or Dublin about whom might have liability to Pero in the

ci-rcumstances where there's a written Loan Agreement with

co and Pero, and you say an oral agreement between Pero

and Mander that shifts the obligation to Mander or one of

his companies?

A. Riqht.

O. Did you ask Mr. Miller or Ms. Dublin about

that?

A. I don't recall, specifically, if f asked them

about that.

O. Do you believe that you did sitting here

today?

A. I don't recall in-

O. Certainl-y at no time during your examinatj-on

with the OSC do you mention anything about this Loan

Agreement.

A. No.

O. And you certainly don't say anything to OSC

staff about it as of August 7L]n, the day the undertakíng

is signed?
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A. No.

O. Your Affidavit of September 15th, which is

your Affidavit in response to t.he osc's appli-cation. And

T'l-1 try and go through this quickly, I won't cite

directly your Af f idavit. But if I have anything \^/Iong,

Mr. Davis, you'll tell me?

MR. DAVIS: Let's just go off the record.

--- Off the record

--- Vühereupon proceedings recessed at 3:53 p.m-

--- Vühereupon proceedings resumed at 4:02 p.m.

BY MS. FOY:

O. Mr. Sbaraglia, your Affidavit of September

15th, and I'm l-ooking at paragraph 25, I think

eifectively says that the representation by --

MR. DAVIS: Just hang on a second, let me get it

in front of him. OkaY.

BY MS. FOY:

O. The representation by your counsel during

your examination at the OSC about the use of investor's

funds to purchase personal real estate was a

mì- srepresentation?

A. Yes.

A. And that's your evidence- And when you say

"personal real- estate" are you referring to 63 2nd

Street?
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A. Yes.

0. And are you referring to 239 Church Street?

A. Yes.

O. Are you referring to anything else?

A. Yes. Ellis Park, as well.

O. And Ell-is Park. And if you read paragraphs

27, 28 and. 29 together I think it effectively says that

you didn't speak up because you \^iere scared to do so,

based on what Mr. Miller had totd you about certain

potential consequences to misconduct?

A. We spoke with Matt on FridaY.

O. And I don't intend to go over that- I just

want to understand that's what in/e're talking about in

those paragraphs?

A. Yes.

O. And then at paragraph 30 you say that you

raise the issue of the misrepresentation regarding the

purchase of your personal real- estate with your counsel

at Aylesworth, and they essentially told you not to worry

about it that all- would be well?

A. Yes.

O. And then your Affidavit goes on to deal with

the undertaking, and your knowledge that the undertaking

contain the same misrepresentation about the purchase of

your real- estate but that you naively signed it?
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MR. DAVIS: I think it's unfair to say "contain

the same misrepresentation. "

BY MS. FOY:

O. That's fine. A misrepresentation regarding

the purchase of your real estate. Sorry. The

undertaking, again, represented that. the respondents'

property h/ere purchased with funds received from CO

Capital but that you signed ít, in any event, naively?

A. Yes.

O. Sir, at that tj-me, ât the time of your

examination, July, 2009, did you speak to any other

lawyers outside of Aylesworth about your concerns

regarding Aylesworth's misrepresentations to the

commission?

A. No.

A. So you didn't seek a second opinion?

A. On?

O. Not a second opinion. You didn't seek an

opinion from another lawyer about your concerns?

A. No.

O. And is that the same answer in terms of

contacting another lawyer before signing the undertaking?

So you didn't contact any other lawyer about your

concerns prior to signing the undertaking?

A. No.
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O. Your affidavit, I think' uses the word

"duressr " that you felt under "duress?"

MR. DAVIS: Can you just poi-nt me to the

paragraph?

BY MS. FOY:

O. f will. Paragraph 21z "I felt under duress

as I had looming in the background Mil-l-er' s strong

statement that T could be in a lot of trouble. " Di-d you

ever contact another lawyer for an oplnion about what to

do about the duress that you say you felt?

A. No.

0. And did you ever consider going to another

Iawyer about those two issues?

MR. DAVIS: Vühat difference does that make?

MS. FOY: I think if you read the law you'll

understand the difference I make.

MR. DAVIS: I read the law. And what he thought

about makes no difference.

BY MS. FOY:

0. You'l-l agree, sir, that it was open to you to

go and seek legal advj-ce about the misrepresentations you

say ü/ere made or the duress you fel-t?

A. Yes.

0. At any point during the investigation, the

oSC investigation, up to the appointment of a Receiver in
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March, 2070 in what I ' 11 cal-I the "Mander action, " did

you advise the OSC of any duress that you felt as a

result of things said by your counsef?

MR. DAVIS: Sorry. I didn't catch the date?

BY MS. FOY:

O. March, 201'0, the receivershiP?

A. No.

O. After giving the undertaking CO took certain

steps to comply with the undertaking?

A. Yes.

O. And that was done at your direction to comply

with the undertaking?

A. Yes.

O. CO complied at your direction?

A. Yes.

O. You've indicated in your various Affidavits

that you want to pay back your investors. When I say

your "investorsr " I mean the CO investors?

A. Yes.

O. So that's what you'd like to do?

A. Yes.

O. And you want to use the proceeds from the

sale of 239 church and 63 2nd Street to do so?

A. Yes.

O. You've indicated in your Affidavits that you
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woul-d make distribut.ions or pay people' repay people

their loans based on an assessment of need. Is that

fair?

A. Big picture or small picture?

O. Wetl-, let's just go to paragraph 75 of your

August 10th Affidavit, August 10, 201'0. So the Affidavit

you swore in deal-ing with the proceeds of 239 Church.

And actually if you start at paragraph 14 you talk about

the amount that CO has outstandj-ng to j-nvestors of $7. 6

million. Correct?

A Yes.

And then in your next Affidavit you talk

dire straits that "a number of these investors

\̂¿

about the

are in. tt ?

A. Yes.

A. And you go on to identify three famiJ-y

members or friends that you're aware of who tol-d you that

they're in danger of losing their homes if they don't

receive some money back. There is another person who may

be required to sell their business in "a fire safe. " And

that there are a few others that are struggling

fi-nancially, and receiving partial payment of their money

would drastícally improve their situation?

A. Yes.

O. And your Affidavit of September 15th, I'm
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going to suggest, is consistent with what you're

here at paragraph 75. Vüou1d you like to l-ook at

MR. DAVIS: Yes.

BY MS. FOY:

saying

i r?

you refer to

O. So your affidavj-t of September 15th at two

paragraphs 53 and 54. Lookj-ng at the last sentence of 53

you say: ".....The people we had sought to pay out a

portion of their principal from partial proceeds of the

sale of 239 Church are people whose needs are the most

desperate. "

MR. DAVIS:

first sentence

to refer to

the

that sentence.

BY MS. FOY:

O. Okay. Flne. The paragraph is in response to

the Affidavit or paragraph in the Affidavit of

Mr. Shahviri. And the suggestion in paragraph 53

well, do you want me to read the whole paragraph on the

record?

MR. DAVIS: No. No. He can read.

BY MS. FOY:

O. I want you to l-ook at paragraph 53 and 54?

A. Okay.

O. What f'm saying is that, first of all, 53 and

54 are consistent wj-th what's in your previous Affidavit
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at 14 and 75, correct, the ones \^/e just read?

A. Yes.

O. There are desperate and needy people amongst

your CO investors, and you want to pay those people based

on who are in the most desperate situation first?

A. No. To be clear, we'd like to, if we could,

give them a littl-e something to get them out of their

dj-re straits. The overall big picture is to pay people

back to the very best of our ability.

a. Okay. But that little bit upfront is based

on need?

A. Yes.

O. Okay. And the need of these investors is

something that is being assessed by you and Mandy? Who's

assessing the need of these investors in giving them that

l-ittle bit of money?

A. Us.

O. And it looks from paragraph 75 of your August

10th Affidavit that Lhere are a number factors being

taken into account j-n determining whose needs ought to be

met first in giving that little bit of money?

A. Okay.

O. Do you agree that?

A. I don't know what you're reading right nolr.

O. I'm reading paragraph 15?
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tol-d

j ust

76?

A. Of which one, please?

O. Your August 1Oth Affidavit?

A. August 10th.

O. You talk about three family members who've

us they're in danger of losing their homes. So lrll

wait until you turn it up. Do you have it, page

A. This is not the same one that Pam is reading

f rom.

MR. DAVIS: Oh, sorry. Did you go back to August

10th while I was makíng notes?

MS. FOY: Yes, I did.

MR. DAVIS: What paragraPh?

THE DEPONENT: 75.

MR. DAVIS: Yes.

BY MS. FOY:

O. So the people who you want to pay out first

and give a little bit of money to are the people whose

needs are the most desperate. Yourve said that?

MR. DAVIS: Just to be cl-ear. You use two

phrases "pay out" and "give a little money to." He saj-d

he wanted to pay a little money to, not pay out.

MS. FOY: f'm sorry. You're right.

MR. DAVIS: Can you underline that, Madam

Reporter?

NBTVüORK REPORTING & MEDIATION (416) 359_0305
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BY MS. FOY:

O. Let me just to be clear, though. You woul-d

be paying these investors a little bit of money as part

of their repayment of the loans they made to CO?

A. I would lì-ke to, yes.

O. Vüell, thatt s the idea?

A. Yes.

O. It's all part of repaying these investors

thei-r ultimate the ul-timate amount that's owed to

them?

A. Yes. IdealIy. Yes.

0. Okay. And so those initial payments that you

want to make are to people who you've identified as those

whose needs are the most desperate. Those are your

words?

A. Yes.

O. And when I look at paragraph 75 where you

describe some of those people whose needs are the most

desperate, you see different factors infl-uencing that

assessment. Some of the investors are about to lose

their home. Some of the i-nvestors are about to lose

their business, or one of anyway. Okay. So there are a

number of factors in forming your assessment of the needs

of these investors. Whether that's what's happening with

somebody j-n their home, you're shaking your head "yes?"

NETVüORK REPORTTNG & MEDTATTON (476) 359-0305
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A. Yes.

a. And that's because you agree with what frm

saying?

A. Yes.

O. And, presumably, there would be other

factors. Someone's age if they're elderly. Would that

be a factor which comes into your assessment of whose

needs are thè most desperate?

A. Not really, no. Not necessarily.

O. But the loss of a home would?

A. Yes.

O. The loss of a business would?

A. Yes.

O. The fact that an investor has children that

they have to support?

A. If that \^/ere applicabl-e to someone, Yes.

O. Okay. Itrs fair to say that the assessment

of whose needs are the most desperate is an entirely

subjective assessment?

A. I donrt think it's entirely subjective.

O. Is it partially subjective?

MR. DAVfS: Vrlhat di-fference does that make? Come

oo, l-et's move on. It is just so lrrelevant.

MS. FOY: It is not irrelevant, sir.

MR. DAVIS: You know what, I promise you that

NETWORK REPORTTNG & MEDTATTON (416) 359-0305
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Just.ice Morawetz ean figure out í.f iL's subjective',

objective or inbetween. I prornise you that..

MS. FOY: I'd like the witness' evidence o-n that

point

MR. DAVf S: You geit it. '

MS. FOY: I donnt have it.

MR. DAVIS: He said it's partially subjective.

BY MS. FOY:

0. Is that what you said, sir?

MR. DAVIS: That'g what he said.

MS. FOY: ExÇuse me, I'm askingr the witness' if

that's r^¡hat he said.

MR, D.AVIS: I{e already answered the guestion.

Those were his words.

BY MS. FOY:

Q. Youlre agreeíng wíth yorir lawyer, sj-r?

A. Yes, Ï am.

A. As of today, Mr. Sbaraglia, you donr,t have a

elalms process set up to distribute funds to you:i

i-nvestors?

MR. D.AVIS: Do you know what a "clairns process"

is?

TI{E DEPONENT: I don't even know what that

fneans.

BY MS. FOY:

N.ETI/üORK REPORTING & MEDIATION (416) 359-0305



t
2

3

4

5

6

1

õ

9

10

11

T2

13

T4

15

76

1-7

18

79

20

2I

22

z3

24

25

137 I

]-31 9

r-38 0

138 1

L3B2

Wed. Nov. 3, 201-0 Peter Sbaraglia 296

O. Thank you. As of today have you identified

any mechanism to deal with disputes if one of your

investors doesn't agree with how much you have, ot

haven't paid them in the process of repaying your

investors?

A. Please one more time, f didn't follow you?

O. Yourve said that it's your intention to repay

your investors in the bigger picture?

A. Yes.

O. But phase one or part of the initial- phase is

to repay a portion of investor's funds to those people

whose needs are most desperate?

A. Yes.

O. If you have an investor who disagrees with

your assessment of whether they should get some money' a

l-ittle bit of money first ¡ or how much you give them,

what mechanism do you have to deal with a dispute between

the investor and you on t.hat issue?

MR. DAVIS: The anshrer is that they have counsel,

and they can take such remedies as they feel is

appropriate.

BY MS. FOY:

O. Okay. And, Mr. Sbaraglia, your undertaking,

as I read j-t, requires to you pay CO investors from the

proceeds of 239 Church and 63 2nd Street. I don't think

NETWORK REPORTTNG & MEDTATTON (4L6) 359-0305
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that's contentious?

MR. DAVIS: We, can al-l read.

BY MS, FOY:

0. So you agree?

MR. DAVIS: üle can read it, It says what it

says.

BY MS. FOY:I

A. But as you've, saíd ln the bigger picture you

want to repay all of your investorg?

A. Yes.

A. And the only proceed.s that you would have to

do that are from the sale of 239 Church and 63 2nd

street?

MR. DAVIS: It's incorrect.

BY MS. FOY:

O. Vfhat are the other proceeds today that would

be us,ed to repay investors,?

MR. DAVfS: That's a di-fferent question.

MS. FOY: So answer that question.

MR. DAVIS: The question today is: Those are the

proceeds available. But that Ì^rasn't you:i last question.

And you know there j-s outstanding lítígation for which

this witness has said proceeds would be forthcoming to

hel-p pay the investors.

MS. FOY: You are talking about the Aylesworth

NETT¡üORK REPORTING e MEDIATION (416J 359-0305
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litigation?

MR. DAVIS: Yes.

BY MS. FOY:

0. So aside from the Aylesworth litigation and

the funds that may or may noL come from a resolution of

that lawsuit, the only proceeds that would be availabl-e

to repay investors is 239 Church and 63 2nd Street?

A. Yes.

O. But it's your position, in this proceedinq,

that you want to be released from the undertaking?

MR. DAVIS: That is his posi-tion. Correct.

BY MS. FOY:

O. So I just want some help on understanding

that. If the undertaking requires you to pay your

investors using the proceeds from those properties and

you say you, in fact, want to do that, whY do you need to

be released from the undertaking?

MR. DAVIS: So that he can deal with the proceeds

in a more appropriate fashion than is contemplated by the

undertaking.

MS. FOY: Vfhat does "more appropriate" mean? Can

I have particulars of what "appropriate" means?

MR. DAVIS: No.

MS. FOY: Thank you. Why donrt we stop for

today, it's 4:30.
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MR. DAVIS: lf"erre off the reeord..

--- ûfhereupon proceedings adjourned at 4:30 p.m.

*********************

I hereb¡¡ eertify the foregoing to be
a true and accurate t,ranscript of my
computeri zed shorthand notes, to the
best of my ,skill and abllity.

Debbie Anshan CSR RPR
Real- Time (Caption) Shorthand Reporter
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C.O. Capital Growth Corp.
Examples of Investor Money Used to Pay Other Investors' Principal and Interest
RBC Account Number 109-576-9

Example 1

Date

1

Peter Sbaraglia
Expense

91 days - rent
Expense
Expense (paint office)
91 days - rent
Peter Sbaraglia
Expense
Expense
Expense
Expense - BLG
Expense
Expense

05-Mar-07
2I-Mar-01
2l-]l¡dar-07

26-Mar-07
27-Mar-O7

02-Apr-07
O2-Apr-07
O2-Apr-07
O2-Apr-47

04-Apr-07
04-Apr-07
16-Apr-07
16-Apr-07

(50,000)
(600)

(2,650)

QT4)
(1,840)
(2,6s0)

(60,000)
(10)

(2)
(191)

(2262)
(488)
(687)

236,490
235,890
233,240
233,026
23t,t86
228,536
169,536
t68,526
t68,524
168,333

166,07r
165,583
164,897
158,838-BLG

Expense
Expense
TradeFreedom

I-oan, Heidi, Stephen, 3 l-O4l9O7 A, 32-041907 -A
Expense
Expense

Expense (User friendly computers)

Questrade

18-Apr-07
18-Apr-07
18-Apr-07
19-Apr'07
19-Apr-07
19-Apr-07
19-Apr-07
19-Apr-07

(360)
(360)

(25,000)

300,000
(3ee)
(636)

(2,965)
(100,000)

95,978
95,618
70,618

370,678
370,2t9
369,583

366,617
266,617
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Example 2

Date Account Balance

Balance in account

Loan, Amato,52A
Expense

Altius Design Inc.
91 Days - rent
Expense
Expense
Expense

Payroll (DV/)
Payroll (KG)

26-Jtrl-j1
27-Jul-07
21-Iul-01
27-Iul-Oj
27-Itt-07
30-Jul-07

01-Ang-07
01-Aug-07
03-Aug-07
08-Aug-07

250,000
(43s)

(1,500)
(2,6s0)

(4s0)
(32)

(6)
(2,000)
(1,200)

24,296
274,296
273,867
272,361
269,711
269,26r
269,230
269,224
261,224
266,024
265,51613- -07
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Example 3

Balance in account

Loans Amato, 72A, 7 38, 7 4C
Complex Interior Desi gns

Loans, Amato,71A, 708, 75D, other
Interactive Brokers
Payroll (KG)
Mand Assets Inc.

Date Deposil(Payment) Account Balance

06-Dec-07 - 10,724

07-Dec-07 569,000 579,724

07-Dec-07 (8,120) 571,004

10-Dec-07 I,474,994 2,045,997

10-Dec-07 (200,025) 1,845,912

10-Dec-07 (1,180) 1,844,792

10-Dec-07 (200,000) 1 792

Peter

Visa
Visa
Visa
Expense
Expense

Expense
Expense
Payroll (DW)
Payroll @'W)
Payroll (DW)
Payroll (KG)
Complex Interior Designs

Andrew Patterson - Portfolio Manager
Lane's Rugs

Expense
Expense

Loan, Chil 678
Hudson York Media Inc
91 days - Rent
91 days - Rent
Peter Sbaraglia
Lane's gallery
Expense
CRA - pay
Complex Interior Designs

Payroll (KG)
Sue Collings

14-Dec-07

14-Dec-07
L4-Dec-Oj
I7-Dec-Oj
2l-Dec-O7
2l-Dec-O1
2L-Dec-Oj
2l-Dec-O7
2l-Dec-O7
2l-Dec-O7
24-Dec-07
24-Dec-07
31-Dec-07
31-Dec-07
02-Jan-08
02-Jan-08

03-Jan-08
04-Jan-08
04-Jan-08
04-Jan-08
04-Jan-08

07-Jan-08
08-Jan-O8

08-Jan-O8

11-Jan-08

14-Jan-08
16-Jan-08
17-Jan-O8

(1,088)
(3:'t28)
(6,597)

(72)
(101)
(1e6)
(638)

(1,046)
(r,462\
(1,462)
(1,180)
(s,300)
(2,O4O)

(9,690)
(26)
(l)

29,400
(2,000)
(2,650)
(4,4s6)

(20,000)
(3,990)

(411)
(4,588)
(2,000)
(1,180)
(1,000)

112,357
t08,629
to¿,o3z
101,960
101,860
tor,664
101,026

99,980
98,517
97,055
95,875
90,575
88,535

78,845
78,819
78,817

lo8,2r7
106,2l7
t03,567
99,r17
79,lll
75,127
74,71r
70,r22
68,r22
66,942
65,942
65,468474

Peter

Loan, Marccissa 77C
Expense
Expense

Mand Assets Inc.

17-Jan-08
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Example 3

Date Account Balance

Payroll (KG)
Loan, Amato 788,798
Expense
Deryl
Ketrneth Isaac Architect

Expense

David Adjey
Visa
Visa
Expense
Basic Security Systems
Expense
Expense

Expense
Expense
Expense

Select Furniture
Loan, L&K 808
Expense
Peter Sbaraglia
Payroll (KG)
Loan, Amato,82C
Complex Interior Designs

Loan, Amato,83F
CMKT

3 1-Jan-08

3l-Jan-08
31-Jan-08

3 l-Jan-08
31-Jan-08
01-Feb-08
01-Feb-08

01-Feb-08
04-Feb-08
04-Feb-08
04-Feb-.08

04-Feb-08
05-Feb-08
05-Feb-08
05-Feb-08

06-Feb-08
07-Feb-O8

07-Feb-O8

08-Feb-O8

08-Feb-08
11-Feb-08

(4oo)
(3,300)
(6,091)
(9,642)

(1e)
(1,458)

(23)
(1)

(2s)
(488)
(488)

(4,009)

100,000
(307)

(30,000)
(1,180)
38,251
(7,000)

250,000
(107,536)

381,062
377,762
37t,671
362,029
362,OrO
360,552
360,529
360,529
360,503
360,016
359,528
355,519
455,5r9
455,2r2
425,212
424,032
462,283
455,283
705,283
597,747
596,284

Loan, Bruce, 84

91 days - Rent
9l days - Rent
toan, Amato, 90c, 89C, 88C

Interactive Brokers
Interactive Brokers
Mand Assets Inc.
Expense
Deryl
CRA - pay
Payroll (KG)
toan, Amato,91D
CMKT
Loan, Radice, 92
Kenneth Isaac Architect
Peter Sbaraglia
Expense
Expense

12-Feb-08
12-Feb-08

12-Feb-08
13-Feb-08
15-Feb-08
15-Feb-O8

15-Feb-08
19-Feb-O8

19-Feb-08
19-Feb-08
20-Feb-08
22-Feb-08
22-Feb-08
25-Feb-08
25-Feb-08

25-Feb-O8

26-Feb-08

26-Feb-08
26-Feb-08

100,000
(2,650)
(4,4s6)

2r3,49r
(100,025)
(240,025)
(17s,000)

(361)
(1,462)
(2,294)
(1,180)

1,200,000
(r4r,993)
125,000

(4,787)
(10,000)

(13)
(22s)

686,284
683,634
619,I78
892,669
792,644
552,619
377,619
317,259
375,796
373502
372,322

1,572,322
r,430,329
r,555,329
r,550,542
r,540,542
r,540,529
I,540,304
1,538,003Sue
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Example 3

Date Account Balance

Interactive Brokers
Just Blinds and Shutters

Loan, Amato,95E,94G
Expense

Deryl
Sue Collings
Peter Sbaraglia
Expense
Expense

9l days - Rent
91 days - Rent
91 days

Peter Sbaraglia

Payroll (KG)
Expense

Security cameras

Expense
Expense
Expense
Expense

Expense
Visa
Visa
Expense

Expense
Expense
Expense
Expense

Expense
Colin Russell - Dolphin Swimming
Expense

Complex Interior Designs

Complex Interior Designs

Expense
Expense
Expense

Sue Collings
Peter Sbaraglia
Payroll (KG)

27-Feb-08
28-Feb-08

29-Feb-08

03-Mar-08
03-Mar-O8

03-Mar-O8
03-Mar-08
03-Mar-08
04-Mar-08
04-Mar-08
04-Mar-08
04-Mar-O8
04-Mar-08
05-Mar-O8
06-Mar-08
06-Mar-08
l3-Mar-08
13-Mar-08
13-Mar-O8
13-Mar-O8

l3-Mar-08
l3-Mar-08
13-Mar-08
l4-Mar-08
l4-Mar-08
l4-Mar-08
17-Mar-08
17-Mar-08
17-Mar-08
l7-Mar-08
18-Mar-08
18-Mar-08
18-Mar-08
19-Mar-08
l9-Mar-08
19-Mar-08
19-Mar-08
19-Mar-08
20-Mar-08
20-Mar-08

( I,000,025)
(2,065)

550,000
(eee)

(t,462)
(2,30t)

(10.000)
(30)

(2)
(2,6s0)
(4,456)

(20,000)
(20,000)

(1,180)
(2e4)

(5,600)
(23)

(t2r)
(277)
(307)
(136)

(11,s71)
(r2,709)

(le3)
(271)
(40e)

(8 1)

(434)
(eel)

(2,000)
(8 1)

(2,000)
(4,200)

(s0)
(307)
(446)

(2,30t)
(2s,000)

(1,180)
(10,000)

450,328
448,264

998,264

99'7,264
995,802
993,501

983.501
983,411
983,468
980,818
976,362
956,362

936,362
93s,182
934,888

929,288
929,265
929,144
928,868
928,561
921,825
9t6,254
903,s45
903,352
903,081
902,611
902,s90
902,156
901,165
899,16s
899,084
897,084
892,884
892,834
892,526
892,080
889,779

864,719
863,599

Peter

Expense

Expense
Deryl
GWLBenefits
Expense

91 Days

Tonin
Loan, Amato,96H

24-l|ldar-08

24-Mar-08
24-Mar-08
26-Mar-OB
27-Mar-08
27-Mar-08
21-Mar-08
28-Mar-08

(1e)
(388)

(t,462)
(1,s00)

(483)
(2,500)

( 12,810)

60,000

813,111

8t2,723
8lt,26l
809,',l61
809,278
806,718
793,968
853,968

5ofB



Example 3

Date Account Bàlance

Expense

Expense

CRA
Loan, RG Cap,97A
Deryl
BLG
Interactive Brokers
Payroll (KG)
Sue Collings
9l days - Rent
91 days - Rent
Expense
Expense
Loan, Amato, l01J

28-Mar-O8
28-Mar-O8

28-Mar-O8

31-Mar-08
31-Mar-08
31-Mar-08
01-Apr-08
01-Apr-08
01-Apr-08
01-Apr-08
0l-Apr-08
0l-Apr-08
01-Apr-08
04-Apr-08

(102)
(s78)

(5,1 I l)
150,000

(1,462)
(3,024)

(250,O25)
(1,1 80)
(2,3O1)
(2,6s0)
(4,456)

(31)
(1)

100,000

853,866

853,289
848,r77
998,r17
996,7ts
993,691
743,666
742,486
740,184
731,534
133,078
733,O42
733,041
833,041
833,035-0807

Expense

Visa
Peter Sbaraglia
Deryl
I-oan, Firehall 1028
Expense

Payroll (KG)
Sue Collings
CRA
Expense

Expense
Expense
Loan, Rick, Sue 1044,1054
Loan, RS Cap 1068
Interactive Brokers
Interactive Brokers
Payroll
Mand Assets Inc.
Mand Assets Inc.
Aphex Imaging
Complex Interior Designs

Big Al's Aquarium Services

Complex Interior Designs

Expense
Expense

Expense
Expense

91 days - Rent
Visa
Visa

08-Apr-08
10-Apr-08
1O-Apr-08
14-Apr-08
14-Apr-08
15-Apr-O8
15-Apr-08
17-Apr-08
18-Apr-08
21-Apr-08
21-Apr-08
21-Apr-08
21-Apr-08
22-Apr-OB
23-Apr-08
23-Apr-08
23-Apr-08
23-Apr-08
23-Apr-O8
24-Apr-08
25-Apr-O8

25-Apr-08
28-Apr-08

01-May-08
0l-May-08
01-May-08
02-May-08
02-May-08
02-May-08
02-May-08

(407)
(20,000)
(25,000)
(t,462)
25,000

(300)
(1,180)
(2,30r)
(5,1 I 1)

(46r)
(483)
(s20)

400,000
650,000

(600,02s)
(600,02s)

(8,0se)
(230,000)
(230,000)
(r2,ozs)

(3 1s)
(1,227)
(7,7OO)

(23)
(1)
(l)

(1e0)
(2,6s0)
(3,868)
(4,308)
(4,4s6)

8t7,628
797,628
772,628
77t,165
796,165
195,865
794,685
792,384
787,272
786,811
786,328
785,809

1,185,809
1,835,809

I,235,784
635,759
627,700
397,'700
t67,700
t55,675
155,360
t54,t33
t46,433
l46,4ll
t46,4tO
t46,409
146,2r9
143,569

139,'.700

135,393
130,9379l - Rent 02-

06-May-08Expense
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Exanple 3

07-May-O8

07-May-O8

08-May-08
08-May-O8
09-May-08
09-May-08
12-May-08
12-May-08
12-May-08

l2-May-08
12-May-08
12-May-08
13-May-08

(8,059)
(30,000)

(140)
(602)
(763)

(2,083)
(rs7)
(2tr)
(47s)

(1,r32)
100,000
(20,r87)

(307)

Account Balance

lt5,77t
85,771
85,631

85,029
84,267

92,r84
82,021
81,816
81,341

80,209
180,209
160,021

t59,714
159,714

Date

Payroll
Peter
Expense

Expense
Expense

GWL Benefits
Expense
Bxpense
Expense

Deryl
I-oan, Pynn 109G

Visa
Expense
Loan, Deluca 11lA 2

Payroll
Expense
Expense
Loan, Mapceviao 1124
Expense

Interactive Brokers
Expense
Expense
Expense

Payroll
Peter Sbaraglia
91 days - Rent

91 days - Rent

Expense
Peter Welsh
Peter Welsh
Expense

Expense - SunviewPress
Loan, RS Cap, 114C

Expense

GtilL Benefits
Expense
Expense
Payroll
Expense

Expense
Expense

Expense

91 days

Pero Assets Inc.
Visa
Expense

Expense

21-May-08
22-Iv{ay-08

29-May-08
3O-May-08

3O-May-08
02-Jun-08
02-Jun-08
02-Jun-08

02-Jun-08
04-Jun-08
05-Jun-08
06-Jun-08

06-Jun-08
09-Jun-08
09-Jun-08
09-Jun-O8

1O-Jun-08

I 1 -Jun-08

12-Jun-08
l3-Jun-08
16-Jun-08
17-Jun-O8

20-Jun-08
20-Jun-O8

24-Jun-O8

24-Jun-08
24-Jun-08

24-Jun-08
24-Jun-08

24-Jun-08

24-Jun-08

26-Jun-08

26-Jun-08

(8,0s9)
(10s)
(300)

300,000
(407)

(300,02s)
(23)

(2)
(l)

(8,0s9)
(25,000)

(2,650)
(4,4s6)

(674)
(2,15 1)
(5,793)

(2s)
(2,503)
75,000

(1s0)
(r,79r)

(te2)
(1)

(8,059)
(7)

(77)
(10e)
(223)

(2,000)
(s,833)
(9,4r7)

(483)
(483)

151,655
151,550

151,250
45r,250
450,844
150,819

I50,796
150,'194
tsO,794
t42,735
1r7,735
115,085
rto,629
109,955
107,804
102,011

101,986

99,483
r74,483
114,333
t72,54r
172,349

172,349
164,290
164,284

164,206
164,O98

163,874
t6r,874
t56,04I
146,624

t46,14t
145,658
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Example 3

Date Deposil(Payment) Account

,323

Expense

Payroll
91 days - Rent
91 days - Rent
Expense
Expense
Expense
Peter Sbaraglia
Loan,Bruce, llTH
Expense
Expense

Stinger Humphrey LLP
Tonin
Tonin
Expense

Expense - GWL Benefits
Expense
Expense
Expense
Payroll
Mand Assets Inc.
Expense
Expense

Expense
Expense
Peter Welsh

30-Jun-08
02-Jul-08
02-Jul-08
02-Jul-08
02-Jul-08
02-Jul-08
02-Jul-08
03-Jul-08
07-Jul-08
08-Jul-O8

08-Jul-08
08-Jul-08
08-Jul-08
08-Jul-08
09-Ju1-08

10-Jul-08
1 1-Jul-08
15-Jul-08
15-Jul-08

16-Jul-08
18-Jul-08
21-Jul-08
21-Jul-08
21-Ju1-08

22-Juí-OB

22-Jul-08
22-Jul-08

(783)
(8,060)
(2,650)
(4,456)

(2s)
(1)
(0)

(20,000)
70,000

(2s)
(274)

(2,405)
(4,305)
(7,298)

(3e1)
(t,191)

(480)
(374)
(340)

(8,071)
300,000

(150)
(483)
(ses)
(26)

(1,,453)

t21,503
r19,442
tr6,792
112,336
llz,3rl
t12,3ro
l12,3lo
92,310

t62,3rO
t62285
162,0ll
r59,606
155,301
148,004
t47,6t2
745,821
r45,34t
144;961

r44,621
136,556
436,556
436,406
435,923
435,328
435,302
433,849
433,836

Expense
Expense

Payroll
Expense
Expense

Expense

91 days - Rent

28-Jul-08

,30-Jul-08
30-Jul-08

0l-Aug-08
01-Aug-08
0l-Aug-08
06-Aug-08

(1s0)
(783)

(8,0se)
(26)

(2)
(0)

(2,650)
(4,456)9I
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C"O: C.api,tøl Growth Corp. ("CO CæitalT
Schedulb of Receiplr and Dtrbuncmentg
January 9, 2006 to July 26, 2010
(Unaudited; $C)

Note Receipts Disbursemmts Net

Loans ¡eceived frorn and paidæ- inv.esiors

MmdøCiroup
Pso i{ssats Ins.
The Sbæaglias
Brokerages

Atlas Global Finmoial Serviqç
General expønses

Capital Market Teehnologies loc.
MandAssets htc.
9l Daysllygienelno
Visa
Unknown
Adjusfitgnq bank
Cartasolutions
Mou¡taìnview Aswt Manæemøtt Ine.

1516412 Ontario Inc.

I
2
3

4
5

6
7

I
I
10
11
12.

13,

14

l5
l6

21224,924
18,682J39

640,000
97,438

2,117,809

500,000

548.190
119,800

(13,t28,nÐ
(15,3,{4'080)

(3,337,900)
(2,254,594)
(5,14!tAl2)
(1,824J3r)

(gSd?18)
(435,,$S4)

(913,000)

8,096,147
3,339¿59

(&697,W)
(¿187,156)

Q,429,60:8)
(1$24731)

(984,718)
(435,484)
(413,000)

Qt3,63Ð
(327,810)
2I4,537
I 19-800

(149,644)
(56,250)

Qti,634)
(327,81q
(337,,653)

(149,64+)
(56,250)
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C.O. Capital Growth Corp. ("CO Capital")
Schedule of Receipts and Disbursements
January 9,2006 to July 26,2010
runaudited: $C)

General Notes:

1. This schedule of receipts and disbursements was prepared based on bank account information provided by RBC and HSBC. The

RBC account statements were provided for the period from inception of the accounts to March 5,2010. The HSBC account

statements were provided from inception ofthe account to the period ending July 26, 2010.

2. US dollars are converted to Canadian dollars at par.

Specific Notes:

l. Total loans received from investors and repaid to investors.

2. Funds received by CO Capital from Robert Mander and his companies ("Mander Group"). Does not include funds received by the

Sbaraglias directly from the Mander Group.

3. Funds paid to and received from Pero Assets Inc. ("Pero"). Includes transactions prior to and after the hansfer ofshares ofPero to

Thomas Obradovich.

4. Net fi¡nds withdrawn personally by the Sbaraglias (including by their professional corporations, excluding 9l Days ).

5. Funds transferred to and received from CO Capital brokerage accounts (Interactive Brokers, Questrade and TradeFreedom).

Reflects a loss in the trading accounts, i.e. more funds were Î¡ansferred to the brokerages then were retumed from the brokerages.

6. Funds hansferred from the CO Capital bank accounts to the Atlas Global Financial Services.

7. General expenses paid by CO Capital.

8. Payments made for the purchase of shares of Capital Market Technologies Inc.

9. Net funds transferred to and received from Mand Assets Inc.

10. Net payments to and from 9l Days Hygiene Inc. ("91 Days"), including "loans" between CO Capital and 9l Days and payments to

91 Days in respect ofrent.

11. Payments in respect of RBC CO Visa credit cards.

12. Unidentihed receipts and disbursements.

13. Unknown credit adjustment reflected on the bank statement'

14. Payments to Carta Solutions for the purchase of shares in Carta Solutions.

15. Payments to Mountainview Asset Managernent Inc.

16. Payments to 1516412 Ontario Inc. Paul Maines is shown as a director of this company on the corporate profile.
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C.O. Capital Growth Corp.
Schedule of Visa Charges

April 7, 2007 to June 4, 2010
(Unaudited;

Tvoe of Notes

Peter
Sbaraslia

Mandy
Sbaraelia

Robert
Mander Total

Restaurants

Other
Technology
Infinata Inc.
Bell
Complete It Presentation
Renovations
Airlines
Artwork
Wine and LCBO
Limo and taxi services

Business/Office Depot
Reuters Datalink
Other general business expenses

Financial Trading Inc.
Best Buy and Future Shop

Clothing
Entertainment and other personal charges

Cogeco Cable System

spa
Esignal
Rogers

UPS
Exchangemymail.com
Hotels
Toronto Stock Exchange
Gas

Flowers
Movies
Parking
Amazon and other book stores

Pitney Bowes
Other travel related expenses

Babytel
Toys "r" IJs

Dry cleaners
Total

I
2

3

4

5

6

7

66,371
27,354
24,954
28,0',11

19,737

17,675
11,874
9,855

15,023
11,726

10,759
8,482
8,028

5,397
6,917
5,489
5,555

3,686
4,945
3,790
4,058
2,989
3,328
2,874
3,298
1,780

1,323
903

733

774
722
692
280
341
246

55

19,977

3,435
6,578

338

3,581

92,926
3 1,128

28,53s
28,071
21,410
t7,675
16,600

16,125
15,023
11,903

10,759
9,811

8,028
7,s65
6,917
6,823
6,1 55

5,783
4,945
4,546
4,058
3,844
3,429
3,335

3,3t7
1,780

1,398

937

883

784
722

692

638
475
272
204

8

9

1,673

4,726
6,270

178

ß2;

1,038

ß3;
599

2,096

756

85;
l0t
461

20

74
34

l5l
10

I,130

l0
11

12

t3
t4

l5

t6
357
134
26

149
320.087 45,781 1t.627 377,495
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C.O. Capital Crowth Corp.
Schedule of Visa Charges

April 7, 2007 to June 4, 2010
(Unaudited; $C)

1. Restaurants, include but a¡e not limited to, Auberge du Pommier, Bymark, Morton's Steakhouse, One, Hy's

Steakhouse, Queue de Cheval and Harbor Sixty Steakhouse. Average weekly restaurant charges are

approximately 5600.

2. Includes items that appear to be non-business related, including but not limited to, moving expenses, lock

services, aquarium related expenses, philanthropic donations, lottery tickets and purchase interest.

3. Includes system related expenses. Vendors include TJPS Software, User Friendly Systems and Symtech Canada.

4. l¡ftnatalnc. is a provider ofbusiness intelligence and marketing analytics solutions to the global financial

services industry.

5. Complete It Presentation is a provider of home theatre and audio systems.

6. Renovations include expenses related to home decorations, fumiture, hardwood flooring and lighting. Vendors

include Classic Cool Décor, Raymar Lighting and Madeira Hardwood Flooring.

7. Over the course of the period it appears that various trips were taken, including to Denver Colorado, Montreal, Calgary

arid London England.

8. Rquters Datalink is a provider oftechnical financial data.

9. Includes items that appear to be business related. The most significant expense included in this category was a

pa)'ment of $4,673 to Commercial Sales Group (in British Columbia), which appears to be a subsídiary of Best Buy

that specializes in digital signage. Other vendors included in this category are Fastsigns, Arvato Office Ready

and JET Business Forms.

10. Clothing includes purchases from Holt Renfrew, M for Men, Bloomingdales and Lululemon Athletica.

I I . Entertainment and other personal charges include all expenses that appear to be of personal nature that were not

included in the "other" category referred to in note 2 above. Charges include Cirque du Soleil, the ROM, Bath &
Body Works, and HMV.

12. Cogeco Cable System is a communications company that provides television, phone and intemet services. Charges

refer to Burlington. It is unknown if these charges were for a location in Burlington or if that is simply the way the

Cogeco charges appear on the statement.

I 3. Spa expenses were incuned at various spas throughout the Greater Toronto AreA including Verity, the Spa at the

Old Mill and Rosewater Spa.

14. Esignal is a provider of real-time financial and market information.

I 5. Exchangemymail.com is a host for email and blackberry services for individuals and businesses. Specifically, it hosts

Microsoft Exchange email.

16. Babl.tel is a home phone service provider.
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C.O. Cap-ital Growth Corp.
Schedule of Expenses

J,anuary 9,2A06 to July26,2010
(Unaudited; $C)

Twe of Exoense Amount

Payroll, benefits and government remittances

Other expenses

CompleN Interior Desips
Otherrenovatio4 costs

S/ishwarelDeryl Ward QT)
BtG LLP (legal)
Peter Welsh (legal)
Kimberly Gaúrah (employee)
Kenneth Isaac Ar-chiloct
Peter Tonin (aecormting)

User Friendly Solutions (computer system)

Aylesworthl,I,P (leeal)

Sue Collings (employee)

Q2,904)
Q3,769)

(363,729)
(175,509)

(89,699)
(8ó,068)

Q8,82r)

Q8,521)
84,725)
Q4,413)
(18,421)
(14,635)
(t3,50.D

_pry]-q)_
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1
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4
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6

"7

I

I

1.0

LL

L2

L3

t4
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1,6

17

18,

t9
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23

24

¿5

T?\tsLE OF EONTENTS,

INDEX OF EXAMINATIONS:

PETER SBARAGLIA: SWcTN. .

EXAMINATTON BY MR. SHAHVIRT,

and MR. HORGAN:. . . . .

MR.

4

PANCHUKf

^

JULY 9, 2009 OSC_ MANDER GROUP PETER SBARAGLIA

(4t6} I65-9339 Atchison & Denman Court Reporting (800 ) 250-9059
whrþr.stenographers.comL55 University Avenue, SuiLe 302 Toronto, Canada

b673e2d7.f 9Ê941 41 "98b2-5a76ntþ7e0õ



Page 3'

1

2

3

4

5

6

'N'

a

9

10

L1

IZ

13

1_4

t5

I6

I7

L8

L9

2Al

?j"

22

23

24

25

TABLE OF CONTENTS (Continu,ed)

TNDEX OF EXHIBTTS

PaEe No.

EXHIBIT NO . l- : See tíon L 1 order . 5

EXTT]BTT NÕ. 2: SUINMONS. 5

EXHIBIÍ NO, 3: Binde,r provided by Mr. Sbaraglia. 66

EXH'I tsIT NO " 4: Loan dÇrêemênt . 67

EXHIBIT NO. 5:' Pri'omisso,r1i, note. .67

JUIY 9,zCICII OSC- MANDER GROUP FETER SBARAGLTA

(416) 865-,9339 At,chison & Denman Co,urt Reporting (800 ) 250'-9CI59
www.ste,nographerg,es-m155 University Avenuer Suite 302 Toronto, ON Canada

b673e2d7-f9694 I 41 48b2.5¡e7 61i24e7905



1

2

3

4

5

6

1

Page 4

Upon commencing at 1:10 a.m.

PETER SBARAGLIA: SWOTN.

EXAMINATION BY MR. SHAHVIRI, MR. PANCHUK,

and MR. HORGAN:

BY MR. SHAHVTRI :

1 O. Today is JuIy the 9th' 2009. We are

l-ocated at the Bay meetíng room of the Ontario Securities

Commíssion , 20 Queen Street V[est.

The aLtendees todaY are

Mr. Peter Sbaraglia, spelled S-B-A-R-A-G-L-I-4,

Mr. Michael- Mill-er of Aylesworth, Ms. Julia Dublin' also

of Aylesworth, Sean Horgan, counsel for the OSC'

Don Panchuk, investigator with the OSC/ and speaker'

Mehran Shahviri, j-nvestigator with the OSC-

This is a compelled examination of
Mr. Sbaraglia for a summons served via counsel,

Ms. Dubl-ín. That \^/as served on June 23rd, 2009 -

Mr. Sbaraglia, as you know, you have the

right to be represented by counsel, and I see you have

availed yourself of that right. Is it Mr. Mil-l-er or

Ms. Dublin that is representing you today?

MR. MILLER: Both.

MR. SHAHVIRI: Atl right,. Vühat I ' d like

to do right off the bat, Mr. Sbaraglia, is show you a

copy of the section 11 order that u¡as signed, which \^/as

I

9

10

11

1,2

13

74

15

1-6

L1

18

a9

20

21

22

ZJ

24

25
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Page 5

the basis for the summons that u/as served on you. You

are welcome to look at that. Once youtve had a chance to

read it overr I¡rê will mark that as an exhibit.
MR. MILLER: He received that.
MR. SHAHVIRI : That I s the section LL

order, not the summons.

MR. MILLER: Irm sorry. Okay. That.rs

f ine. Can hle have a copy of that?
MR. SHAHVIRI: Yes, in due course. So the

section t1, order is being marked as Exhibit 1.

EXHIBIT NO. 1: Section 11 order.

MR. SHAHVTRI : The second item I woul-d

l-ike to show you, Mr. Sbaraglia, is again a copy of the

summons that was served on you by Ms . Dubl-in. And I

understand you have a copy of that.. But if you'd like to

l-ook at this, you can confirm that this is, in fact, a

copy of the summons that r^Ias served, including the

covering letter.
MR. MILLER: Yes . Thank You.

MR. SHAHVIRI: I'm going to mark a copy of

the summons as Exhibit 2.

EXHIBIT NO. 2: Summons .

BY MR. SHAHVIRI :

2 O. Before hle begin, Mr. Sbaraglia/ can

you tel-l me if there is anyone el-se that is ar^¡are of your

trJ

6

1

9

10

11

L2

13

L4

15
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L1
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Page 6

1

2

3

4

5

6

1

attending here today besides your counsel-?

A. My wife.
MR. MILLER: Robert Mander is al-so a\^/are

of ít.
MR. SHAHVIRI: And on what basis would he

have been advi-sed of this part.icular examination?

MR. MILLER: Part of t.he assets are

intertwined. He hlas given a section 11 at the same time.

They are somewhat related. And they, in fact,' h/ere bot.h

going to come on the same day, but just didnrt turn out

that \n¡ay.

MR. SHAHVIRI: I just wanted to get that

on the record.
MS. DUBLIN: If you recall¡ \^Ie talked

about the concept,ual difficul-ties between oursel-ves

MR. SHAHVIRI: I recall that. My reason

for asking \^Ias t.o make sure that hlas on the record.

BY MR. SHAHVIRI :

3 O. Mr. Sbaraglia, could \^/e start, please,

with your full name, address, phone number, and date of

birth?
A. Sure . It ' s Dr . Peter Sbaragl j-a,

November B, t964. And my present address is
l-05 Brant St,reet, unit 2.

4 O. Phone number, Please, and date of

I

9

10

11

!2

13

1-4

15

16

71

18

19

20

21"

22
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birth.
A. 905-845- 4342. And like I said,

November B, 7964 .

5 O. And could hle start, please, with your

current employment?

A. I'm not sure what. the titl-e is of it.
T look for value in j-nvesting, and I run a littl-e

MR. MILLER: You are employed, working

with C.O., right?
THE VüITNESS: YCS.

BY MR. SHAHVIRT :

6 O. And your title wíth C.O.?

A. President.

1 O. President. Vüe will- get into what you

do at C.O. in due course. Prior to working at C.O. ' üfere

you in the same line of work?

A. I was. in something el-se. I r,^Ias a

dental anesthesiologist.
MR. MILLER: I wonder if I can make a few

introductory statements here and give you some

information that may be of assistance to you.

MR. SHAHVIRI : Sure .

MR. MILLER: If I can give You these

books, f have three vol-umes. And in it, t,here are Some

of the things that Irm going to touch on just for a

10

11

T2

13

I4

15

I6

t7

18
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22

23

24

25

(41,6) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
www.stenographers.coml55 University Avenue, Suite 302 Toronto, ON Canada

b673e2d7-f969 41 41 -98b2-5a76f24e7905



1

¿

3

4

Page 8

moment, which has some inf ormation that may be helpful t.o

you. But I wanted to give you some background.

If you l-ook at tab t of that book, this is

what's call-ed a introductory note. Up until- 2006,

Dr. Sbaraglia and his wife, Mandí, hlere both practicing

dentists, he as an anesthesiologj-st and she as a

periodontist.
And t,hey started investing on their ou¡n.

And they \^¡ere doing that, and they came across

Robert Mander. They \^¡ere working with him and sahl him

work. And what they decided to do, because their
investments on their ohln became So Successful they

decided to stop work as practicing dentists in their two

specialties and go into this.
So if you l-ook at tab 2, it's a

curriculum vitae of Dr. Sbaraglia and sets out his

degrees, his diplomas, and where he's been in the past to

where he is today. So that may help you with those

quest.ions.

MR. SHAHVIRI : OkaY.

MR. MILLER: If I can' just as an

overview, before you get ínto the specifícs, tell- you

that as a result of investing in different types of

things, he and his wife \^Íere quite pleased with the

results. They \^Iere aS Itm Sure ygu can imaginer âS an

5

6

'7
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anesthesiologist and a perj-odontist making significant

incomes, but. decided to give this a try.
They stopped their professional practices

to do this, and they incorporated the company

c.o. capital. c.o. stands for the two initials of his

two children. And it \^Ias set up just for themsel-ves.

But when he stopped working and his wife

substantialty sl-owed down working, different dental

offices that he had worked with said, how come you are

stopping? You are making a ton of money. And why would

you quit at such an early age with atl- your degrees and

work?

And when he said, well, I have started to

do investing on my own, they started to ask could they

invest with him. That,'s how it came about. This r^¡as nol

before 2006, but started in 2006-

And as a result of that and not being

aü¡are of what he coul-d and could not do, they retained

the law firm of Borden Ladner Gervais for lega1 advice,

how do r^/e go about doing this. And that, information is

all- seL out at tab T think it starts at tab 11.

That,'s the correspondence. Where is t'he

MS. DUBLIN: There's the basics at '7, give

the general idea. And then a lot of documentation, the

ongoing relationship and advice given and sought appears
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again at, tab 11.

MR. MILLER: So they go to Borden Ladner

and sây, family and f riend.s wanL to do what we're doing

with us . And how do r^¡e do it, ? And the long and the

short of it or the short of that, story is $47'000 in

legal fees later, they're told that the method t,hat C.O.

is using no\^I is the valid and correct method of how to go

about doing' what. theY're doing.

So we're starting with these are people

who have not been in the investment communit,y, not

reached out to the public, have not ever done anything

like this before, but are professional people and go to

one of the better law fj-rms in Canada and SâY, how do r^Ie

do ít? Vüe have got the accounLs here, I think.
MS . DUBLIN: V[e do.

MR. MILLER: VrIe do. You will see they

paid $47r000 for the advice to set up the very system

that they have set up. They v,,rere at all timesr âs far aS

investors go, naive. They werenrt looking to be in any

business of any kind, but friends came to them.

They u¡ere doing well. People don't gíve

up two professional practices like that and do something

l-ike t,his without, getting some attention from their

friends who Sây, how come you're not, doing this anymore.

So they said, please, do something with our money.
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As a result of meeting with Borden Ladner

over several months period, the plan is set by Borden

Ladner that they will borrow money. People wil-l lend

them money. And then they are f ree to do whatever t'hey

want with that money.

They would have bona fide loan agreements.

And the interest raLes \^/ere ridicul-ously hiqh, it would

seem to most of uS. They üfere 25 and 30 percent. And

they woul-d have a f inished date. Most of them h¡ere

one-year terms. Some b/ere two. Some were three-year

terms.

So someone gave them $10r000. They got a

promissory note for $1-2r500 due in a year. And that's

what they thought rltlas totally appropriate. They thought

that because the stuf f that \lrre t re going to show you f rom

Borden Ladner basically said that.
And specif ically, hle have Borden Ladner's

inítial reporting letter which is here and how they can

go about setting up t.heir business. But if you turn in

tab 7 to I would say about six or seven pages in

there's an e-mail . It says page 1, of l- on the top. And

it says Peter and Mandi. Do you see that? Itrs an

e-mail, January 9th/ I 07.

So what happens is Richard Austin from

Borden Ladner finally, this is the fruition of the
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plan. I hope you had a merry Chr j-stmas . f have attached

the following: a loan agreemenL, certj-ficate of

accredited investor, loan statement, and receipt.
Those are the documents that they nou/ are

told you can take t,hese documents, and if your f riends

want to lend you money for you to do whatever you want

with it and give them back more money, that's fine. So

that's the system that they had thought üfas fine. That

\¡/as the syst.em that Borden Ladner told them was f ine.

If you go j-n about another B or 9 or 10

pages, you will- see an e-mail of January 30th of '07. It

says at the top, subject re: one more thing. You see

that? Thatrs Tuesday, January 30th, '01. And it says'

the l-oan agreement.

And you will see they talk about this

is the systà. The l-oan agreement is structured such

that the lender must give at least 45 days notíce in a

specified form if he want.s his money back at the end of

the one-year term. They talk about ne\^/ co- and the

lender throughout..

And if you l-ook at the next paragraph'

this is in response to an e-mail that Peter there's

Iots of e-mail-s back and forth from Peter to
Richard Austin, talking about the technical aspects of it

in different wording. But Richard Austin of BLG says:
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"I have concerns regarding the phrasing

'$re need three to four weeks to zeTo an account for those

cl-ients who want out.' First, the rel-ationship between

the lender and ner¡,l co. is t.hat of a debtor/creditor, and

the creditor is not a client of nel^t co -

"Ne\nr co. is not supplying any services.

A good standing lender only promises to repay principal

and accrued interest in accordance with the terms of the

loan agreement. The loan agreement as drafted gives

ne\^r co. 45 days to liquidate its assets and raise fund.s

to pay the lender back.

"Ne\n/ co.t as I understand 1t, is not

providinq investment management services to any lender,

and the terminotogy ' zeTo t and 'account t Seems t.o suqgest

something Lo the cont.rary. New co. is managing it.s ohln

money, not that of the lenders, and this must be cl-ear in

the minds of al-I i-nvolved."
So the system that Borden Ladner tells

C.O. and Mr. Sbaraglia Dr. Sbaraglia, Peter is you

wil-I give them a promissory note. They wil-l lend you

money. And then that ' s it.
They're not investing wit,h you. Yourre

not investing for them. You're simply borrowing money

and doing whatever you want with it. That is the basls

of what they have done.
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If you look at Lab honestlY' Irm not

going to be too much longer. T just want to highlight
MR. HORGAN: It ' s helPful .

MR. MILLER: If you turn to tab 11, which

is entitled Borden Ladner Gervais ongoing correspondence,

and go in six pages to January 1-6th , '01 , this is when

Dr. Sbaraglia Came to US¡ \^/e went to Borden Ladner and

said, ffiây hre please have the ful-l- file, so ü/e would

understand.
What you are lookì-ng at nor^I is an internal

memo in Borden Ladner. It's not something that is

between Dr. Sbaragli-a and them. But you see at the

bottom, it's to Paul Findlay name you may know. And

Richard Austin is writì-ng him. They're talking about the

Momentas dec j-sion. And they're saying:

"During a brief telephone conversat.ion

yesterday afternoon" which they Say who \^IaS j-n it,

Findlay, McGrade, and Austj-n "you mentioned a case you

thought r^ras on point,.

"I thought it was cal-led Momentas. Is

this correct? The library couldn't. find anything ín the

OSC bulletin. Before f go through the bulletins one by

one for the last few years, I thought I'd better check

with you. "

So they have the correct name. So they're
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thinking ínternally on this fíle, is this an example of a

probtem. I don't have to tel-l- you about the Momentas

case. You know there hlas f raud involved. f t was

something that I understand there r,^Ias fraud involved.

I 'm not giving evidence to that.
But they're wondering whether t,here's a

connection between the scheme the setup that
Borden Ladner is telling Dr. Sbaraglia you can do and

Momentas. And you can see if you go in a whole bunch

of pages, it says 4 of t7 at the bottom. As you flip

through, itrs about 10 or 15 pages in.
At the top, it's an e-maj-l. It saYS

Peter and. Mandj-. It t s f rom Richard Austin,

January 23rd

MS . DUBLIN: They actually had included

copies of the Momentas decision in that fi1e. And

once you plow through the copies of the two Momentas

pieces, this is the next communication \^Ie have to Pet.er

from BLG.
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20 MR. MILLER: So it's April IJ, I guess'

1 . It's not. It I s page 4 of 1-7 . But

January 23rd. Now, he is talking to

subsequent Lo him considering Momentas.

2I 2007, page 1' of
it's an e-mai-l

Peter. This is
And it says:

22

23
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¿)^ "Peter, I have attached a revised l-oan
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agreement, sLatement of account, final statement of

account, notice of demand for payment, and revised

accredited investor certificate.
"I have tried to make things as simple as

possible for you from an ongoing operational perspective

in liqht of my understand.ing that you intended to cap the

business at about $2O-million. I tried to keep you ab/ay

from needing to issue an offering memorandum t.o mj-nimize

initial- and ongoing legal fees. "
So I don't think he \^Ias successful at

mj-nimizinq 1ega1 fees becauser âs I sâY, they ended up at

ç4"1 ,000. But he's considering what he's proposj-ng to us

to do, having considered other cases, having tal-ked to

other people in around his office.
And no\^,r, as January 23rd comes around,

he's sayíng, here's your revised document.s. Go ahead and

do this plan. Keeping in mj-nd, please, the plan \^¡as not

one devised by our client. It \^/as one that came f rom

1egal advice, what should we do about this.
And then if you go ortr there are the

d.ocuments, the loan agreements and other things that

Borden Ladner sends. But there's another Peter and Mandi

one. It says at the top, page 1' of 3. And this is

February 9th.
You can see, by this time, Richard Austin
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is obviously quite friendly wíth Dr. Sbaraglia. The l-ast

e-mail- r showed you said Pierre/Peter. This is

Peter/pedro. I guess that's what Richard t.hought I^fas

humor. But anyh/ay' he says:

"I will- try calling you in the afternoon

around 2 o'cl-ock. I wil-l- be in on Sunday around 11 unt.il

about 5 if that's better for You."
Then he says:

"Regarding t,he scenarios youtve seL outt

the great,er the number, the greater the complexity of the

d.ocumentation and chance for error. The following are my

suggestions as to scenarios that can be addressed without

adding a lot of complexity. "

So knowing the scheme, here's what he's

talking about. And here, there's discussj-on about

he's t,alking number 1-, whaLever it, is, h¡as done-

Number 2, he's talking about securities regulators.
There \^Ias quest,ions here about if

someone lent C.O. $150'000 and then wanted to again l-end

more money, did the next tranche have to be 1501 000' or

coul-d it be l-ess? I think he sort of comes to the

concl-usion it had to be 150,000.

But he's addressing this has been going

on since December. It's no\^I February. And it's qoing

on. And there ü,Ias a question the Sbaraglia's had some
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of Dr . Sbaragilia' s Peterr s mother' s money. And there

hlas a question if she wasn't giving 150'000' how they

deal- with that. But it's al-l on everyone's mind.

And if you continue through, there I s

another form and some other stuff.' If you go to a Peter

and Mandi e-maj-I, February 16th' find that. Itrs from

Richard Austin. And he says :

"Peter, I'm happy to do whatever you

want, provided, of course, that if it is contrary t.o

lega1 requirements in my judgment, that f bring these

points to your attention. I will not recommend taking a

course of action or admitting to do something that's
illegal. "

So the client believes that whatever he is
doing, whatever has been recommended is certainly fine.
And again, three paragraphs down, there's iust a two-l-ine

paragraph:

"I have tried to limit the number of
different documents where possible for ease of
administration. "

And then a few more pages just a few

more pages by I think about four pages by there is
another Peter and Mandi heading. And this ís an e-mail

February 25th from Richard. And the first paragraph

says:
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"Peter, I quickly revj-ewed the fil-e and

the private issuer exemPtion. "

Vühat. you witl- see' if you went through the

t.roubl-e of reading all this, Dr. Sbaraglia actually

brings up to Richard I have heard these words, private

issuer. Ts that something that I should be thinking

about or can do or shoul-d do, or what does it mean? And

he says:

"I quickly reviewed the file" -- which is

obviously their file "and the private issuer exemption

is discussed in my l-etter of December 15thr' -- that hlas

the very first letter hle talked about "and should gi-ve

you the exemption you need for your mother and ot,her

cl-ose relatives and associates. I suspect this \^IaS what

your f riend hlas referring Lo. "

So even when Peter brings it to his

attention, I have heard something from a friendr âffi I

okay? And the ansrúIer is, I have gone through your file;
you' re okay.

And if you just turn to the next Pa9e,

which is page 2 of 3| I think this is at the bottom

paragraph is what Peter is asking Richard. And he says:

"The only two things are nol¡/ talking to a

f riend that's in a business not diss j-milar to my o\^,rn' he

said that beyond the accredited investor exemption, the
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$150r000 minimum investment exemption, that therers also

one for friends and family. "
Obviously and I say with all respect to

Dr. Sbaragrlia who is very well educated he doesn't

know what he's t,alking about when it comes to
requirements, and he's reaching out to the lawyer-

And in the ansr'^¡er which start.ed on the

next page just go up to the second paragraph of the

page hre are on. Second paragraph says :

"Peter, I enjoyed workíng with you on this

and wish you and Robert the best of l-uck with this
venture . tt

So there's nothing bY the wâY, guYS'

you t re doing something that may be wrong ¡ oI you shoul-d

get lega1 advice t ot you coul-d have a problem with the

OSC, or you could end uP, on July Bth, at an OSC meeting.

So as a resul-t, theY go along, borrow

money from people who come to them. No advertisements.

There's nothing in any nehrspapers. Therers not them

reaching out.
They haven t t call-ed one person and said,

do you want Lo give us money. They haven't done anything

except to friends and family who have contacted them and

said, I hear what you're doing; can I gi-ve you Some money

and you give me back some money. They sâY, sure.
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So that' s t.he background of where he is .

couple more things, and then, honestly, I wil-l

4 Therets one on February 27Lh from Ríchard.

So it's February 27Lh. It says Peter and Mandi at the

top, and j_t's page l_ of 1. And the bottom part r^/ere

you abl-e to f ind it ? Sort of looks like this .

MR. SHAHVIRI: Yes, I have got it.
MR. MILLER: You have got it? And at the

bottom paragraph, which Dr. sbaraglia has asked me to

read to yoLt, he's writing:
"Thanks for everything. I enjoyed working

with you. In fact, I would like to continue working with

you in terms of us maintaining ongoing compliance if the

Securities Commission changes rules. Coul-d ü/e pay your

retainer nol^¡ or something l-ike that? If you would let me

know, I woul-d appreciate j-t. "
So at the end of the plan that they have

set up and paid f or and organi zed, \¡/e have got

Dr. Sbaraglia saying, if there's changes with the law,

l-et me know. In fact, I will offer to give you monthly

money just to tell me if there's something I should be

doing differently.
So that,'s the position that he established

for himself. So that's the background of how they got in
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the business. And that's sort of not sort of

thatrs who they are.
I just want to give You a few more

highlights of this book¡ so you can understand what's in

it. Firstly¡ flo one has ever asked for any money back

that hasn't gtotten money back. I just want to be clear.
And as far as we are al^/are you may be

aü/are but. we t re ar^Iare of no one who is unhappy with

anything that has gone on. Lots of peopl-e have asked for

money back and you will see how much and have been

given t,heir money back when it's on maturity dates.

And r^Ie have got a list of what money \^re

have and when it, matures and what ' s owing . And ü¡e have a

list of what assets. So aside from t,his background,

there are, give or take, available to t.his group about

$12-and-a-hal-f-million ín assets.
And they're, give or take, right no\^¡ owing

between nor^¡ and the end of ']-2 about $1O-mil-Iion

including there's about $B-million of principal. And

if everyone got theír j-nt,erest as it's planned, there

woul-d be about $1O-mil-lion paid out.

Vüe have l-isted the asset.s that the company

and they personally have in here, and I will- show you

where they are. And ra.le have listed t,he amounts of money

owing and payable. So there's more the plan that they
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have come up with with the proper legal advice j-s

properly funded. So no one is at risk. No money is at

stake here. So we wanted you to know there's sufficient
assets.

And if you look at tab 6, this is a list

of what people got paid back in '08, which totaled

$4,064,000. And in '09, this has been paid back-

THE VüITNESS : Vühatever the date is, yeah.

MR. MILLER: This has been paid back to

people as the money has come due.

MR. SHAHVIRI : Sorry, Michael . Just t,o

make sure I undersLand, the second page in on tab 6, if I

am reading this correctly, if I have understood you

correctly, is $4-million just over $4-mil-lion r,tlas paid

back in terms of comprising principal and interest?
MR. MILLER: In '08.
MR. SHAHVIRI : In ' 0B al-one .

MR. MILLER: And the third page is whatrs

been paid back in '09.
MS. DUBLIN: And at tab 5 is what is still

in the fut,ure.
MR. MTLLER: So if you look at the second

page of tab 5, you will see in'09, there are dates on

the left, the maturation dates and the principal amount.

that r^ras borrowed, plus the int,erest rate that l,^IaS
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promised to be paid back. There is ç2,400,000 to be paid

back in'09. And on the next page, Yoü will see there's

ç6,100,000 of principal and interest t.o be paid back in

'10. And in ,!2, there's L,4001000. So there's a total

of 1,0 , 60 0, 0 0 0 to be Paid back -

At t.ab B, it. shows some bank accounts and

different things that show some money. It shows some

venture there's a page entitled venture after Some

bank statemenLs and some share certificates -

At t.ab g, you will- see some specif ic

shares and some detail-s of some properties. And about

Seven pages in, there's a heading personal this is on

tab g personal- real estate holdings of Dr. Sbaraglia.

You will- see that property with some opinions as to the

value.
And at tab 10 is assets of Robert Mander-

Robert Mand.er is holding this in trust for t.his venture.

At tab II, t.here's a whole bunch of Correspondence for

your records with Borden Ladner. And one of the tabs

that I missed I think I covered t.he tabs.

Now, finally I'm sure you are happy to

hear me say that. But finally, prior to receiving your

Section !I, it r,^IaS clear to Dr. Sbaraglia that. he wanted

to do things differently. He didn't think this \^fas the

best Ì\Iay for him personally to build the career for the
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his l-ife and had stopped taking in money not

of any problem, not because of the OSC.

But their movement is to go with turn

money as it comes due either back to the people

people rol-1 it over to an appropriate brokerage

And they have got all sorts of plans to do that.

the money is not due, so it's not being turned

4 all the

or have

house.

Some of
over .

5

6

1

I

9

10

But if it gives any comfort to this table'

he's not in this bus j-ness anymore. But he is very

actively in this business with five employees working

this busJ-ness, but they're noL taking in anymore ne\^r

money. But they stopped taking in ner^I money before this

happened, and they have started a whol-e plan of how

they're goì-ng to do this.
Peter is going to take courses. He I s

going to become registered and do all sorts of stuff.

Because aS he has come a1ong, he realizes that there's a

l-ot more Lo this world that he's opened up than he h/as

ahrare of and t.hat. he knew of 2007 .

Vrle're dealing with and If m saying

this what I believe to be grood people who have, in

their minds, done nothing inappropriate, who are

well-secured with the money, who have happy clients as

far as hle know.
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Vrlhen you read the correspondence, there's

al-l- sorts of stuff from Richard Austin of BLG saying'

donrt tell these l-enders where you are investing the

money because then they'11 think they're investors, not

lenders. They end at loaning you money. That,ts where it

ends.

4

5

6

7

8

9

So what you do with the money is Your

It t s not their busíness. Because íf you

they don't get triple. And if you lost it,
get their money. Because they just l-ent you10

business.

tripled ii-,
they sti11
money.

As a result of all- that, Lheir books and

records aren'L the type of books and records that you

would like to see f rom someone that's taking money j-n

from the public because they weren't taking money in from

the public. They were taking money in f rom t.he j-r f riends

and family.
And as far as they \^/ere concerned, then it

r^/as t.heir money. AII their assets everything they

have worked for j-n their life is on the l-ine. They know

that . That hlas t.he deal- . And they don' t have a problem

with that.
So that's sort of what I wanLed to give

you a feel of. lrletre not dealing wit,h people who came up

with a great scheme to take money from the public and not
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pay it back. Theytre not here saying bre donrt have any

money, and one day Irm going to pay it back. They have

got assets and money, and they are going to pay it back'

but it's not due.

And t.hey woul-dn't have the normal books

and records that a brokerage or somebody is supposed to

have because t.heyrre not reporting to anybody, in their

minds. So that's sort. of they're nice guys is what.

Irm saying. On the record, I am saying it. So now' he's

here to anshler what

MR. SHAHVIRI : OkaY . Thanks . Again,

before I get into specifics, I think you have covered, Lo

some extent, Lhe two broad areas that are of concern to

1

9

10

11

L2

13

74 us.
15 One is the registratj-on issue, which I'm

not a securities lawyer, but I think staff will address

t.hat issue once we have taken a closer look at the

materials from Mr. Austin and other documents that u¡e

have.

But the other broad issue, of course, is

the general concern \^/e have with t.he accounting for what

came in, what went. out, where has it gone. And I have to

say that ís of greater concern. And wefd raLher address

that as our primary focus and then l-ook at the future or

past registration issues ,ìf, in fact, there are any.
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MR. MILLER: That' s great. I imagi-ne

in trouble sits across from you and says'

I have to do to make it right, I'l-l make it

10

MR. HORGAN: Surprisingly, a lot of people

don' t .

MR. MILLER: Okay. Vrlell, they should.

But in any event, whatever ultimat.ely if the plan that

BLG has given us is not in keepì-ng wj-th what you people

think it shoul-d be, and you say here' s what you have to

do because this is no good, then hle intend to do that.
Number 2, with the money, I don't think

today, j-n this book, you have al-l- the answers you want. to

have. What hle wanted you to know is \^Ie will get you what

you need to know.

But you have to understand the reason I^Íe

d.on't have it j-s because \^/e didnrt expect to be in a

position where hle hrere reporting to anyone because it r^/as

t.hought of as their money.

So whatever is required bookkeeping-wise'

ï¡re will- provide. You will let us know, and we will
provide that. VrIe t re not going anywhere.

MR. SHAHVIRI: Okay. You have gone to a

lot of work. I'm sure it's been tedious and time

consuming and expensive to put this Logether, and I
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appreciate that.
MR. MILLER: Not Ç47 ,000.

MR. SHAHVIRI : Ríght . But having said

that, I think I^Ie \^Iere looki-ng for something far simpler

and f ar more pedestrian in nature. vrle hrere simply

looking for the documents on the money side no\^I that form

t.he basis of these schedul-es. And that would have

suf f iced, t,o be honest.

Irm not saying you've wasted your time

because this gives uS a nice overview. So again, in a

nutshell, given that our primary focus is the accounting

for the asset,s and getting a sense of what the

liabil-ities are f don't. know whether you have Lhese

with you today or not

MS. DUBLIN: We have the loan agreements.

I think vüe have the loan agreements, both those that have

been paid out with the cancel-led cheques and the loan

agreements that are yet to come. Now, we have only one

copy. It's a voluminous package. Vüe can have it copied

it for you, or h/e can l-eave it with you.

MR. MILLER: Vüellr wê have the l-oan

agreements for everythitg, not just the ones paid out.

We have the loan agreements for the money that people

have lent us. So you wil-l- be able to see 1-00 percent of

the money that has come in. And from that, You will see
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what money has gone out and what is still owing.

MR. SHAHVIRI: Are there third PartY

d.ocuments? Again, for example, copies of the most recent

bank or brokerage statements that, would back up t,he

numbers r^Ie are seeing at tabs 6 and 7 .

MR. MILLER: Most of the money j-s not in

brokerage accounts. Most of it is in real estate -

MS. DUBLIN: That's right.
THE VüITNESS: And venture.

MR. SHAHVIRI : And venture . OkaY. So

what sorts of objective or third party documents would

exist to support?

MS . DUBLIN: VüeIl, what l^,le 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.

Theyrre personal assets of the

Sbaraglj-a's. They're in various corporate names with

Robert Mander. But the notion is these are all- held or

traded Lo sustain the obligations to the lenders.

So you will see at t,ab 9, the venture u/as

two shareholdings. One j-s a company that,'s l-isted on the

Frankfurt Stock Exchange. This is the current trading
price as of today in euros, translated into it's a
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sheet call-ed venture. That,'s one of the investments.

The other in Carta Solutions' Peter' I

don't have a current. market. price because it's not

traded. It,'s a private j-ssuer.

MR. PANCHUK: Sorry to interrupt you.

Vfhich l-evel of the Frankfurt Exchange?

MS. DUBLIN: I woul-d guess the l-owest

l-evel, you know, that level-. Because it's no longer an

OTC company. So these are high risk invesLments. On the

other hand, you wil-l see it's not a huge sum.

And there is valuations and deeds for two

propert.ies, one at 239 Church Street in Oakville, and an

opinion regarding the value of one of them. I think an

opinion is to be fort,hcoming about the value of t,he other

one.

THE VüITNESS : Vüe have it. I sar^I it in

here. That one \^¡as a lot, actuallY.
MS. DUBLIN: And you will see the

brokerage accounts and the bank accounts are at tab B.

They're noL significant sums, though. The largest bank

account is $400,000. Because the sums aren'L being held

in cash. They're being transformed mostly into real

estale or \^/ere.

And you will see the real estate holdings

are at tab 10. And that's where really the bul-k of the
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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 them

on an ongoing basis.
So when you add up the anlicipated value

or the estimated market value of these properties and

the other assets, You have a figure that is in excess of

the 1o-mil_lion that's oh/ed. And a l-ot of it. is real-

estate.
MR. MILLER: V[e can get You hle had

delayed, I think, one meeting because hfe're trying to get

together a package for you t,hat makes you happy. vüe can

get you all- the real estate documents, the registered

titl-e and al-I that stuff . VrIe can do all- thatr so you

will see that.
And we haven't gone out to hire appraisers

to do appraisals. Because if you don't require it, we

don't want to spend the money. If that's something you

decide you want to see, written appraisals, \¡¡e will- hire

appraisers to do.

MR. PANCHUK: Some tYPe of audited

financial statements

MR. MILLER: There isn' t one . !üe can

provide one for you. That would probably take more than

ten days, though. But \^Ie can do that f or you.
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MR. SHAHVIRI: But if I have understood

you correctly, the l-ist of properties at tab 10

constitute Lhe bul-k of the assets of C.O.?

MR. MILLER: Yes, vast ma j orit,Y.

MR. SHAHVIRI : Plus t,here' s about maybe

half a mil-lion in cash?

THE VüITNESS: In cash. And then some

ventures.
MS. DUBLIN: And there's some real estate

as well- thaL's sort of in the Sbaraglia's bailiwick too.

Some of it is held by them and some of it by Mander.

MR. MILLER: So at tab 9, You wilt see

t,here's another where is the real estate at tab 9?

MS. DUBLIN: It's the personal holdings.

One is val-ued at 4-million. And the other

MR. SHAHVIRI: Which tab is that?

MR. MILLER: It' s tab 9 . Itr s s j-x pages
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19 MR. SHAHVIRI: I SEE. YCS.

BY MR. SHAHVIRI:

B O. Dr. Sbaraglia, I don't mean for you to

give aü¡ay your proprietary trading secrets here. Thatfs

not, what If m after. But If m a lit,tle perplexed. If the

bulk of the assets are held i-n real estate

A. Today.

20

21-

22

23

aÀ

25

(41,6) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
w\^r\^/. stenographers. com 155 University Avenue, Suite 302 Toronto, ON Canada

b673e2d7-f969 41 41 -98b2-Sa7 6f24e7 905



JULY 9, 2009 OSC- MANDER GROUP PBTER SBARAGLIA

1

2

3

4

5

6

1

8

9

Page 34

9 a. As of when, t.hough? You know what Ifm

getting at? Vühere does the 25 percent come from?

A. Can I speak

10 O. Sure. Absolutely.
A. Basically, what, I do is I l-ook for

value. And I'm not a trader of equj-ties. If m not a real

estate speculator. I'm not a developer. Really' al-l- I

do j-s go around looking for t.hings that are undervalued

greatly.
Component of that which is enormously

important many, many people tell me 25 percent is an

impossj-ble number. And in a certain structure, they're
correct.

If I were to open a trading account for
you¡ and I'm going to put your money in, and you could

call- me next week and sâY, buy this, sell thatr so on

in 60 daysr sâyr could I have all my money back and so on

and need to be liquid enough all the time that T can give

you your money back all the time, Yoü become susceptibl-e

to the vicissi-tudes of the market.

It becomes enormously difficul-t to do a 25

percent promissory not.e if I have to pay you back maybe

in 45 days. Notnr, if you can imagine the situation r^Ie

have here, your friends' your family mom' what do you

want to do? Keep it, do what you got to do. Sign for a
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year. Okay. But. I don't. want it back. Okay.

So nohr, if you know you have a year, two

years, three years, and you see a l-ittl-e real- estate

development, oT you see a junior herets a good example

of somethJ-ng. Venture capital .

Two years dgo, it h¡as very, very high risk

stuff. Because when you applied venture to risk, we1l,

you are buying pre-revenue. Vfhat happened between

September and January of last year that. hlas unprecedented

in my lifetime, al-l our lifetimes, except Michael's

MR. MTLLER: That's an age joke.

THE WITNESS: What it means is that noÌ^I

venture all-ows you t.o buy post-revenue streams. So

typicatty, when you buy revenue stream aS an investment

vehicl-e we're all a\^Iare of EBITA or revenue, okay, but

just in gross earnings before taxes, interest, and So on.

Companies get evaluated somewhere between

5 and 15 times their EBITA. ft's very, very common. And

that's how one enters a deal-. There are deal-s still on

the table noÌ^I and in October, they were rife with

them where you could buy companies at one half
revenue, one half EBITA.

So if you have contracts CMT, for

example, the one that you will see in my venture there,

those holdings there are anchored by two five-year
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cont.racts with two of the biggest banks in the world,

HSBC and Royal Bank of Scotl-and. The revenue generated

from those wil-l guarantee a takeover or a stock price

once it goes to something

Frankfurt is really not where it deserves

to stay. I have no control- over it, but it really
deserves to be in a Nort,h Ameri-can market because it I s

bett.er here.

But what my point is is that it woul-d

take a long time to go through the process. And I rm

happy to spend it with you if you want t.o hear the

detait, okay. But know that you have the money for a

whil-e, know that you have only going to buy stuff
that I s undervalued.

ff your house is worth $500' 000 today, and

it you offer it to the market at $500'000, it's not a

deal. It's fair market value. If you could buy t'hat

house for $300,000, it becomes a deal. Tt becomes

something that you're interested in.
fn the broadest, strokes, the equit.ies used

to be much bett,er than they are noI^I. It's not a nice

time to be in equitj-es. That I s why al-l the guys that,

trade and so on are having such a tough time. But

equities markets start every single company has a

balance sheet. Every single company has cash fl-ow.
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When the balance sheet speaks louder than

the price per share, when the debt obligation of t.he

company is exceeded by t.he assets the liquid asset.s

availabl-e for that company to servj-ce that. debt, and if

theytre not dependent on one companyts contracts to

maintain, like a Wal-mart or something l-ike this , if they

were in a sector which has growt.h potential
For example, sometimes oil- is down, and

the growth potential of oil--bearing companies goes up.

If you have a good bal-ance sheet, and if you have good

cash flow and what you l-ook for is a certain number of

things like daily liquidity.
It's very, very important. Because you

never want to lnfluence the market when you buy your

stuff. Very, very important..

Second thing is you have t,o operate with

very, very tight stopgaps. Have you ever heard of

Alexander El-der by any chance? He's a technician. He's

a guy that speaks about how to l-imit your risk.
Anyway, you put in stopgaps. You buy

below val-ue. You buy a strong balance sheet. You be in
no particular rush to sefl off those assets because

Mr. Shahvirí cal-ted and says f want my money back, and

got to sell-, and j-trs a bad position.
So in those situat.ions' when you have the
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luxury of time, and it takes three months or four months

for something to come back to approach value, it's okay.

It really doesn't matter. So thatrs sort of the in
equities, that. sort of philosophy applies everywhere.

For example, the one holding I have,

239 Church Street, t,hat was bought. from a power of
attorney. That was bought wel-l under market val-ue, and

t,hat I s doubled its value since I bought it. It.f s more

than doubl-ed its val-ue, âs a matter of fact.
So if you think just that it wasn't a

development deal . That \^Ías 25 percent a year right
there. The house on 63 2nd Street h¡as bought in a very

simil-ar círcumstance. So it wasn't that T was looking

for a house so much as this hlas a great deal for me. So

I went out, and I took it..
So wit,h the notion in mind all the time

and I witl say that the house and the building' I bought

well before any of this ever started. That wasnft that I
borrowed my mom's money to go buy myself a house. Thatrs

not it. at all.
But the philosophy is the same. I

remember when I st.arted in dentistry years and years d¡a,

friends of mine went. out and leased Mercedes and stuff'
and I walked to work for 18 months. As a matter of fact,
I moved up north. I paid $250 in rent for a couple of
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years.

I have always been val-ue minded. I have

always been driven towards finding something that. has

more intrinsic worth than the price is goes for. So with

that. underneath the whol-e system -:- and I woul-d take six
months for me to explain the actual process. But at the

core of it, long-term redempt.ions are very, very

important, buying under value.
And the beauty of the catastrophe that

happened between October and December is that you could

buy companj-es or parts of projects for less than the cash

that particular company had in the bank. You cannot lose

money on those deals. Vühat used to be speculative and

what used to be a venture now became sort of junior
juni-or startup, but you were paying venture prices for
ir.

So the approach initially was very' very

equiti-es driven because the market was comfortably

providing a good mechanism to yield those sorts of
profits from the equities market..

As things started to go south a l-ittl-e
bit, you really have to sâY, look, our biq picture I^Ias l^fe

want to st.op doing what h¡e're doing, anyü¡ay. It's not a

biq long-term picture. It's not me building a company

that my kids could one day become a part of. I want to
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move t.owards that what,ever the word let's say

something more formal-.

VrIe have this opportunity to buy these

kinds of real estat,e stuf f . We have an ability to very'

very safely l-ock ín assets and give everybody their money

back as we transition into something more formal is

the word I will- use. And thaL's basically how we do it.
And I do know that T have friends of mine

that day trade. I have friends of mine that are brokers

and so on. And they can't do that because of the

nature the busíness model is set up differently.
I have friends of mine sometimes they

will ask me, whY can't CIBC Vrlood Gundy do what you do?

And the ansl^Ier is, well, they can, but their busj-ness

model- is set up differentlY.
Their business model is set up such that

t.hey make their money from commissions and management

fees. It becomes a vol_ume business. vfell, we have a

bill-ion dol-.]-ars, and we charge people 2-5 percent to

manage this money. That ' s $2 S-mil-lion.

Interestingly, just recently, CIBC VrÏorld

Markets Jeff Rubin, he just wrote "The üIorld is About

to Get a Whole Lot. Small-er". Not Sure if you're familiar

with the book. He got fired by CIBC Vfood Gundy by saying

that t.heir business plan does not involve generating
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returns for clients. And it doesnrt. It doesn't.

So t.here's that aspect of it. Therers the

size of them, which makes it very' very difficul-t for

them t.o be as f lexible as we are. V[e are in a position

where you can come j-n and out of companies, in and out of

holdings relatively easily compared to, you know, a

$2-billion fund could do.

So there's lot.s of companies available out

there that have small to medium market. caps that do

millions of shares a day in volume that. it is very' very'

very cornmon to see fl-uctuations in price between 25 and

100 percent. in one-mont.h periods. It's very, very, very

10

11

t2

13 common.

L4 And if one exercises good money

management, good fundamental analysis, use your timing

and t.echnical- analysis, one has an ability to qenerate

very, very good returns.
There's a book cal-l-ed Trade Vflizards I

don't. know if you're famil-iar with ít by Jack Swagger.

Excell-ent book. There's another one by Michael Covel

about Rj-chard Dennis' t,urtl-e program.

If you t.rade a certain wâY, and you have

the money for a J-ong time , 25 percent becomes a number

that is very, very doable. A lot of people have done it.

Tf you think about real- estate developers,
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1 people like Peter Gilgan, for example, who noI^I has some

2 ç600-mi1l-ion, if you tol-d him 20 years ago that 25

3 percent, a year j-s impossible, he would never have got.ten

4 to $600-mi-l1ion. There are h¡ays to generate those.
s Friend of mine does real estate
6 development, and he has to book every once in a while
7 ¡¡hat's called mezzanine financing. Itrs to shore up a

I finishing project as a ne\^r one starts to get started.
e And he pays 30 percent for those. And no one says to him

10 that ' s impos s ibl-e ; it can ' t be done .

11 The reality is it can be done. If you set
1'2 up your business plan the right wâY, it can be done.

13 And our business plan is set up that hre have the money

14 for a whil-e, and that is how hre are able to do it.
15 BY MR. PANCHUK:

L6 11 O. Let me ask you one question because

r1 Lhere's one word that is missing from everythi-ng you have

18 said is risk. How do you factor in risk? And I see

1-e risk all over the place here. How do you communicate

20 that to your what's the appropriate word? I was going

27 to say cl-ients.
22 MR. MILLER: Lenders.

23 BY MR. PANCHUK:

24 12 O. Lenders.
25 A. Wel-l-, like Mr. Mil-ler was saying
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earlier, it r^ras hammered int,o me from Borden Ladner

Gervais, don't tel-l them what you're doing and just

borrow their money. And donrt. let t.hem thínk that they

are part of that. real estate development or part of that
purchase of that. venture. So that. hlas very clear. But

how do hle match risk?
BY MR. SHAHVIRI :

13 O. Before you ansr^¡er that. question, let
me jump in. You are ah¡are that I have spoken to a few

investors, a few l-enders. My recol-lection I don't
have my notes here.

But my recol-lection is that. all of the

people I spoke to had some sense that. you r^¡ere investing

their money in the market and that that is how the

returns hrere generated. So while they're not. direct.ly
invest.ing, my sense hras that they clearly had an

underst.anding that this is what they hrere indirectfy' if
not directly j-nvol-ved in.

A. If you can imagine that every one of

them is a friend, every single one of them. Hey, Pete,

what's up? Vühat are you doing? Do you mind if I come by

and say hi? Do you want to go for a coffee? Vühat are

you doing?

Wellr wê look at this. We look at that.
We l-ook at this other thing. And some of them are
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curj-ous people, and they sâY, well, where do you set your

stop-1oss? How does that. work? What do you look at?

These kinds of things.
And again, because they're friends and

family, sure, this is what we do. And thatrs \n¡hy they

have that sense of this money is being invested- But

again, oî paper, it wasn't being j-nvested dírectly for

them. As long as

MR. MILLER: T think itts fair to 
,say 

that

everyone knew that he h/as doing something with the money.

Otherwise, how could he give the promì-ssory note to give

them 25 percent.? So they atl- knew he was investing in

things.
I wouldn't be surprised if what he just

told you nol^r is what he probably told thern, but not on

the basis of reaching out to them. They reached out to

hr-m.

But they weren't. I guess if someone

said t.o me in a year, Yoü can have 25 percent back, and

you know me, and you can trust Ítêr and T have got assets

to back it up I don't think they cared what he did

with the money. They l^¡ere thril-led t.o get their 25

percent.. Most. people would be.

MS. DUBLIN: And I think one Point to

throw in here j-s this loan documentation, this bare bones
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promiSsory noter ûo covenants, no nothing, I^faS developed

for these guys by BLG with the assurance that this will

work. This will- create that dist.ance between your

acti-vity and the lenders such that you won't be

triqgering an obligation to them.

And you witl not see any advice, âûY

warning about how securities regulators might take

another view. So they really did rely on the loan
rsLructure as the most important piece in the relationship

they were forming with these people.

MR. MILLER: I do t.hink one other thing.
I think in relation to your question if the year was

Up, and the real estate market r^¡as devastated, how would

they get their money back

MR. PANCHUK: And I'd like to hear

actually from your client if he can answer t.hat for me.

MR. SHAHVIRI: And on that note, I mean'

the loan agreement is with a l-imited liability company'

not your the assets that are in your name- So in the

context of that, f 'd l-ike to hear

BY MR. PANCHUK:

L4 O. And thatrs exactly what I see. For

instance, you mentioned previously about the two

contracts that some .venture company you invest.ed in had

with HSBC and Royal Bank of Scotl-and. Seems to me
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Scotland is a fairly rj-sky proposition

15

A. V[el]-, actualJ-y

O. Well, just. a minute. And it could, dt

any time, withdraw the contract, costing mil-lions of

dol-lars in legal fees to col-fect. perhaps, perhaps not.

But that's a risk. There's a real- risk that the val-ue of

this company that you invested in may drop.

And similarly, as Mr. Mill-er correctly
stated, with real- estate, w€ don't know what's going to

happen in six months. Nobody does.

So then if we get back to mY original
question, how do you manage that rj-sk if your portfolio

drops from whatever the worth T¡Ias I will say

l-2-mill-ion I don't remember t.he exact number to

6-mi11ion, and you owe 1O-million to these individuals?
What will- happen?

A. V[e]-l, first of all, what hÍe tal-ked

about earlier it's not that you're in real- estate.

That's what you do for a living, and you go up and down

as real estate goes up. You buy your value when your

value is there.
Ts there risk? Of course, therefs always,

always, always risk. There's risk getting on that

el-evator. There's risk every single tíme you do
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anything. You can't invest money wit.hout some element of

risk. Vrlhat you do i-s you minimize the rísk.
What you do is you spread yourself out

into different sorts of properties. Vfhat you also want

t.o do is be j-n a situation with the equities part of

it, you have stop-losses and tiquidity. So can stuff go

down? The ansÌ^Ier is absol-utefy, Yês, it can.

But if I have enough vol-ume on a day, a

monthr oñ a week, whatever your time frame is that you're

getting rid of your stuff in, if it moves down a certain
bit, you have ordered off your stop. So you're willing
to say I am willingr oD this parti-cular purchase, to

risk .5 percent of the portfolio.
If it goes against. you, well, You have

lost .5 of your portfolio. Tf you have done your

homework correctly, they are going to go against you less

often than they go for you.

So there's that aspect of risk based oñr

like I said, the fundamental analysi-s, the t,echnical

analysis of price per share and so orlr t,he sector

rotation. Vfhat I do takes a long time, and that's why I

have people working for me. It's a tremendously

labor-intensive information-gat.hering machíne .

As far as real- estate risk goes right nohr,

I can'L ever imagine a better situation right now t.han
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1 real- estate, quite frankly. Are you asking me why stay
2 ln it for eight. years or ten years and just let it ride?
3 The ansr^rer is I have absolutely no idea.
¿ Vühat. I know is t.hat between nohl and the

5 exit. strat.egy of this company here I don't want. to run

6 it an\rmore. I don't want to do this anymore. I know I
7 want to go somewhere formal-/ someürhere registered,
8 somewhere more

e 1,6 O. T understand. But you haven't
10 ansr^rered my question.
11 A. So between noÌ^I and then' can it fal-l
t2 out of bed? The answer is extremely unlikely, ext.remely,

13 extremely unlikely. Do I have personal assets? Yes' Ï
14 do. I have my home and my building. I have some money

15 and so on. Remember, these are all my friends. Vfill I
76 make good on that thing? The ansh/er is yes -

11 BY MR. SHAHVÏRÏ:

18 I7 O. But you're not personally liable to
79 t,hem on paper.
20 A. on paper- But I shook their hands.

21" Nobody in t.here has a kíd that hasn't sat on my f ap.

22 Nobody in there has not eaten dínner in my house. Nobody

23 in there I don't know less than
24 MR. MTLLER: rf r can say to the very
25 point that you say that he's not personally liabl-e' that
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poj-nt goes to the people who have lent him the money.

Know that. They know these people who have sufficient.

funds to give the money, that we're not talking about an

uninformed group of people on the street who just

answered an ad in the paper and donrt know what they're

doing.
They very wel-l- are ah/are of the difference

between him personally and t.he corporat,ion. My guess is

they are also retying on the fact that don I t r^lorry'

Peter is never g¡oing to l-et us down. Peter will be good

for it, or Peter will- do whatever he has to do to pay me

back.

But I guess the same question about risk

is in their minds too. V"Ihen they say Irm going to get

25 percent. back, they must have had a discussj-on with

themselves on that issue and assessed the ri-sk

themsel-ves.

So if these were uninformed people who

r^rere strangers t.o the Sbaraglia's, that is Somet.hing that

to me ís a much higher concern than a friend who knows

Peter who says, okay, Peter, f will- ro11 the dice with

you. I bel_ j_eve you. I believe you wil-l never let me

down. I believe if the company can'L pay me but none

of them have said to him, by the wâY, I am only going to

do this if you give me a personal guarantee. Theyrre
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ahrare of t.hat. f t,'s a Lrust thing.
Now, is that the h/ay a busíness should be

built? No. And that's \^Ihy he's changing it. But when

you-go to your lawyer, a respectable l-aw firm, and sâY,

my friends want Lo do this, how do I do it' and he says

you can do it this wây, and the friends want to do it

this wây, then thaL's sort of where you are.

You know, the same \nlay you sâY, in

essence, how can he guarantee that, the money is going to

be there when the note i-s due

MR. PANCHUK: Ifm not asking for a

guarantee. Don't, misundersLand me.

MR. MILLER: How is he smart enough to

figure out the money is going to be there

MR. PANCHUK: Vüell, there is models for,

okay, what is my percentage of probability that real

estat.e is going t,o drop 30 percent over the next six
months. Do you have a response to that?

And what happens if there's more

redemptions than Ifm able to pay back because my

portfolio has dropped 30 percent in that time? What

happens? These are things that
MR. MILLER: But I think the difference

here j-s you can't. ask for your money back at any

particular time. There's a year. So if you look in
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ít. r^¡as, he has t.o pay back $4-mitlion, not

So it's not like a market f l-uctuation in
the stock market or whatever has a

in '09. He doesn't have t.o pay it all back

6 BY MR. PANCHUK:

18 O. Maybe I can ask your cl-ient the

question. It's actually your interview. So you have

$4-mil-lion to pay back from January to December '09. And

I'm just doing it letrs call it a hypothetical-

problem. So it's approximately $4-mi11ion, January 1st,

'09, to December 31st, '09. So you have to be tiquid for

that amount

A. Right .

L9 O. at. various points through the year-

How do you manage that?
A. Vfell-, in the worst case scenario, you

can get l-ines of credit and mortgages. If you own them

outright, there's a val-ue to them, and you absolutely can

access liquid cash because of the value of the assets.

BY MR. SHAHVIRI:

20 O. And is that the case with the

properties? They're all owned outright?
A. Yes. All- on that, page there, theyr re

all owned outright, every one of them.

1

I

9

10

1l-

1-2

13

1-4

15

a6

a1

18

1-9

20

2I

22

23

24

25

(4!6) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
wwhr.stenographers.coml55 University Avenue, Suite 302 Toronto, ON Canada

b673e2d7 -f 96 9 41 41 -98b2-Sa7 6f 24e7 90 5



JULY 9, 2009 OSC_ MANDBR GROUP PETER SBARAGLIA

1

2

3

4

trJ

6

1

8

9

Page 52

2I O. Vrlhen did you make the transition to

real- estate t or is it st.aggered?

A. Staggered. Understand that that page

there does not belong those aren't my properties.

22 O. They are not Your ProPertj-es?
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 wíll tel-l- you t.hat theyrre

all- hel-d supporting these ínvestments.

MR. HORGAN: Those are the properties at

tab 10?

MS. DUBLIN: Yes. You see

MR. MTLLER: That.'s why these two are

interconnected. They're not two strangers here.

MR. PANCHUK: So does C. O. own these

properties or have title to these properties?

MR. M]LLER: NO .

MS. DUBLIN: No. See, therers 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
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commitment. So this üras the premise.

So the two of them invested the money in

various h¡ays, whatever. And aS I understand itr whoever

hras the convenient purchaser was the purchaser on title.
But between them, notionafly, all of these investments

r^rere being made with the borrowed money and were being

made in order to creat.e the growth needed to pay back the

borrowed money.

But again, this gets to our point about

the l-ack of the kind of formal documentation you would

expect if this \^Iere a public issuer or a mutual fund or

anything other than a private company which had borrowed

money. And this is the model that they fol-l-owed.

Now, whether or not ü¡e see difficulties
with this, with the theory of the model or the kind of

warnings about compliance issues that are lacking in

their communications wit.h counsel- is to Some extent'

is beside the point. It's interesting.
But the legal question is: Is this a

private company validty relying on exemptions? And if

sor then they coul-d. take the money and flush it down the

toil-et, and they have got a civil- problem wit.h all- their
IOU ho.Iders, but not necessarily a securj-ties regulatory
problem.

BY MR. SHAHVIRI :
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23 O. Let. me just see if I can fol-l-ow. Tel-l

me if I have got this right. I thought I had iL, and

then f real-ized, as you r^Íere speaking, I didn't. So the

money came from your friends and family?

A. Yes.

24 O. Went to C.O.?

A. Yes.

25 O. Then it went to Mander?

A. Eventuafly, yes.

26 O. And Mander bought these properties?

A. Yes.

21 O. So is there any contractual- agreement

in place between you and Mr. Mander that gives you any

kind of right to these asset,s?

A. Did you get the

MS. DUBLIN: I haven't got it, yet.

Because u¡e're both pulling together documents for
Robert Mander

THE üIITNESS: The ansl^Ier is yes. Is it in
there?

MR. MTLLER: I want to clarify. I don't
know if there's a written document dated three years ago

that says, EMB hol-ds this j-n trust for C.O. If m not sure

whether there is. They're not sure whether there is.
But as a result of whatever we come out
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with of whatever process \^Ie end up coming out with,

r,{e're going t.o be correcting al-l- of that stuf f . So I^Ie

wil-l be getting that.
And you're going to be meeting with

Mr. Mander next week, I t.hink, and he's g¡oing to tell you

the same thingr so I understand.

MS . DUBLIN: That he hol-ds these

properties, j-n his own mind, anyh¡ay' in trust for
C.O. Capital.

MR. SHAHVIRI : But not t.o be overly

cynical or skeptical, but as of todayr wê don't' know

whether Mr. Mander owns these properties. Do I,ve have any

assurance that these properties are stil-l within the

umbrella of Sbaraglia,/Mander?

MS. DUBLIN: Vüellr ürê know that Mr. Mander

sent us this tist yesterday or the day before. And he is

working on the backup information for his information.

So r¡re're expecting he will have that when he comes in.
MR. MTLLER: If your questj-on is if hre

search title for 223 Church Street, would we see

EMB Asset Group Inc. as the ohlners? Is that your

question?

MR. SHAHVIRI : And seconda riJ-y , woul-d Ì^Ie

see any charges agai-nst the property?

MR. MILLER: Vfe understand not, but \nlerre
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in the process of getting those documents. VrIe will-

certainly have those documents when we meet with

Mr. Mander next week. ft was just a matter of time.

MR. PANCHUK: So on C . O. I s bal-ance

sheet

MR. MILLER: It would show money lent
to I think itfs EMB.

BY MR. SHAHVIRÏ :

28 O. So C.O. woul-d have liabilities in the

$400,000, and Mander companies, whether they're EMB or

whatever, would have the asset.s; is that. right? So we

woul-d have to consolidate t.hese two to get t.he total
picture is what you're saying?

A. Yes.

MR. MILLER: Mander' s sheet f inanci-al-

statement, in theory, would show owing to C.O., just

wouldn't have assets without debt.

MR. SHAHVIRI: Again, notionally or backed

up by some kind of contract?
MR. MILLER: I think it's backed up by two

people who trust each other. And thatfs the

understand.ing, and that's the I^Iay they've been doing it.
MR. SHAHVIRI: Right. So notionalfy,

bas icaIly .

MR. MILLER: I don't know. I donft want.
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1 to say here that there's something in writing. üIe

2 BY MR. SHAHVIRI:

3 29 O. Well-, maybe Mr. Sbaraqlia can address

4 lhat.
5 rs it a notional
6 A. rt ' s a not.ional .

7 MS. DUBLIN: But it can certaínly be

B ¡educed to writi-ng in order to supply greater assurance

e for the next three years to those that have lent money.

10 THE WTTNESS: That won't be a problem at
1l- al-l- .

72 MR. MTLLER: Keeping in mind they went

1-3 into this business thinking this r^ras C.O.rs money to do

1'4 whatever they wanted. They didn't have to report back to
1s anybody else. What they want.ed was to do business with
16 Robert Mand.er, and he's good at finding real estate. And

11 go find real est.ate
18 BY MR. SHAHVIRÏ:

1e 30 O. Sorry. Not to be slow about this, but
20 for the monies that came in from your friends and family
21' that. went to C.o., you, in turn, effecti-vely lent that
22 money to Mr. Mander?

23 A. Effectively, yeah.

24 31 O. Is there paper that supports that
25 lending?

(416) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
\^/\^r\^/.stenographers.com 155 University Avenue, Suite 302 Toronto, ON Canada

b673e2d7-f96941 41 -98b2-5a7 6f24e7 905



JULY 9, 2009 OSC_ MANDER GROUP PETER SBARAGLIA

1

z

3

4

trJ

6

'l

8

9

Page 58

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? üIhen I met him a few years ago

MR. PANCHUK: Vfrong guys to talk t.o. Vüe

work on the fraud side.
MR. MILLER: I think the better ans\^Ier for

your side of the table is it's all going to be noul

that. they've come to us r and \nre're aware they have

come t.o us by the wây, Robert Mander had come to speak

with Ms. Dubl j-n about better organization before we knew

you wanted better organi-zation.

So this is a process thatrs been started.
That.'s how Dr. Sbaraglia got to us. Because when this
came about, he l^¡as referred to us. So we're in the

process now of making it more paper positive. Listen,

the OSC doesn't work on friends trusting friends. So

MR. HORGAN: Typically not, no.

MR. SHAHVIRI: Most businesses don't
either.

MR. MILLER: But in this particular case,

friends gave him the 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,
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either hre t re in never-never 1and, or these are two

excepti-onal- guys.

Vfe do know they do have assets. They're

not flakes. But they wil-l and are properly papering it'

in the process of get.ting it. Now, as üre're pulling j-n

this information noüf for today and we'11 probably have

some more for next week we hope to find out what is

missing and what has to be corrected.
MS . DUBLIN: There's no doubt t.hat record

keeping \^ras the kind of record keepinq that you would

expect where you didn't t.hink you woul-d ever have to keep

any records. And we have t.o f ix that.
MR. SHAHVIRI: At this point, it's not so

much record keeping the I^Iay a registrant might. have

records. As I said at. the very beginning, for the time

being, üre're just interested ín third party documents

that. support all- the assets.

And we won't know if there's liabil-ities
unl-ess you produce them, obviously, but we would hope you

woul-d. But the key is !\¡e need some comfort make that
hard proof that the assets that Mr. Sbaraglia and

Mr. Mander say they have do, in fact, exist in the

amounts that are represent.ed in this document.

So if hle can get an undertaking from you

prior to meeting with Mr. Mander. I mean, again, the
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documents are real1y, really simple, the most recent. bank

st.at.ements, the most recent. brokerage statements . !Íe can

do our or^In propert,y searches. lfe can get int.o

MR. MILLER: You don't. want us to do that?

MR. SHAHVIRT: I don't know.

MR. MILLER: Vüe will do it. üIerre going

to do it, anyT¡ray. It's not l-ike we're not seej-ng you

next week. So \^/e wil-l do the property searches. Julia
spent 18 years j-n this building or around herer so she

has a good idea of what sort of you woul-d want.

And I think it's fair to say we wanted

today for when thís was over today, for you not'to
sây, man, there's a fire out there that hÍe have got to
run and put out, for at least you to have a l-ittle
comfort. you're dealing with genuine people who have done

a plan that. they t.hought I^Ias okay. And we have provided

you at. least why they thought it hlas okay.

And nor^¡, hre're going to get you the proof

these assets exist. and in what form. And we wil-l- do

that. f rm not sure certainly, the real- estate stuff '
we can do. I don t t know what I^Ie can provide hle have

less than a week, I think. Irm not sure of the date.

But r^/e will do our best to get as much for you.

And at least when you meet Mr. Mander, You

wonrt see the trust shining from him as maybe
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Dr. Sbaraglia does, but at l-east you wil-l see he's real-.

And at least we're in the process of getting you

everything you need.

VrIe I re not walking out of here today

thinking that hre're glad this i-s over. Vüe know it's far
from over. And lve know what we have to do to satisfy
you¡ and we're going to do it.

MR. SHAHVfRI: And to be perfectly honest,

my comfort level- hasn't risen a whol-e 1ot because of the

absence of third party documents, to be very blunt about

ir.
So T r^ras hoping I^Ie woul-d have something

again, I appreciate, and I have no reason to doubt that.

the schedules in this binder represent true and accurate

numbers from whatever pther source.

But idea11y, I think I¡¡e woul-d have

preferred to see the underlying third party document.s. I
don't know how much more plainly I can put t.hat.

MR. MILLER: Vfe got it. It wasn I t
surprising you would have l-iked it today ej-ther.

MR. SHAHVIRI: üIhich would have been less

work than t.his, to be frank.
MR. MILLER: Tt' s a nj-ce story, and it I s

good for you to know who you are dealing with. T mean'

there i-s a difference between someone that has been here
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1 five times and just come up with an'other scheme and

2 Dr. Sbaraglia. So I mean, I think that is
3 MR. SHAHVIRI: SuTe.

n MR. MTLLER: So Ì^¡e wil-l do it. Do you

5 know the date for Mr.

6 MR. SHAHVIRT: ITIs The 15Th.

7 MR. MTLLER: Do you want to give us one

8 more week for that., so h¡e can get al-l- this st'uff?
9 There's no sense coming if tlre donft have more things for

10 you. Because h¡e may be in the same position. Or we can

l-l- come with as much as

1-2 MR. SHAHVTRT: r think we have had so much

13 difficulty lining up these meetings with six schedules,

1-4 trying t.o make them al_] mesh. Why donrt r^re stick with
1s the 15th, and we will- get what h¡e get on that date. And

16 on that. date, w€ wilt deci-de what else hre need to keep

L1 after.
18 MR. MTLLER: OKay.

l-e MR. SHAHVTRT: r just. want to make sure r
20 haven't got that date l^/rong.

27 MS . DUBLTN: üIe t.ried so many dif ferent
22 dates, and we changed it so many times-
23 BY MR. SHAHVIRI:

24 32 O. Which is a Vfednesday, yeah. Okay.

25 Just since r^re are al-l- herer frây as well- make the most of
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1 our tíme. ff I could run through a few specific
2 questions.
3 Have we covered al-l the broad strokes,
4 generalit.ies ?

s A. I just want to understand that, we

6 show you that the assets exist, that we can pay people
7 back, that ¡¡re're people of means, and the suspicion level
8 goes down? This is correct?
e 33 O. Righr.

10 A. No problem, then. No problem.

11 34 O. You have to understand where we're
L2 coming from.
13 A. You know what? I respect where you're
L4 coming from. I do.
15 35 O. rf you hrere in my shoes, you'd have

t6 the exact same questions.
1-'7 A. 10 0 percent. . You know, ü¡e hrere

18 talking about this a little bit. It's not a comfortabl-e
Le chair to sit in
20 36 O. you know what? Nor is this one. I
27 got to tel-l you.
22 A. But I will_ say this, I'm happy Irm
23 here. Because in my heart I haven't proven it to you

24 yêL, but. in my heart, I know wefre good guys. I like the
2s idea of going through, get.ting perspective. Like Mi-chael
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said, you go to the airport, yoü got to take off your

shoes, do this, walk barefoot, whatever. If the biq
picture overall- is hle have a safer flightr flo problem.

31 O. My thoughts exactly.
A. Tf the big picture overall- is that

some bad guys out there are getting caught, good. And

for ffiêr if , after r^Ie have gone through this processr you

sây, you know what, he's not a bad guy; in fact, he I s a

good guyr al-l right, that's comforting to me,

MR. MILLER: Feel good. Let him ask his
questions.

THE VüITNESS: You want to go home.

MR. MILLER: I want you to get the

information you need.

BY MR. SHAHVIRI :

38 O. V[e might have covered a who]-e 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. Used to be. Mr. Mander is not part of

C. O. Capital anymore as of November l-ast year.

39 O. V,Ihy üras that? Vfhy did he resign?

A. I will tell you from my end of it. As

r^re wanted to go
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MR. MILLER: Because he set. up EMB, and he

said, you're C.O., and Itm EMB. That's the real-

BY MR. SHAHVIRI :

40 O. Is that it?
A. Basically.

41 O. There wasnrt a falling out or anything

l-ike that?
A. Goshr ro. No, not at all.
MR. MILLER: Thej-r offices are right

beside each other.
BY MR. SHAHVÏRÏ:

42 O. To this day?

A. Yes.

43 O. Does anyone else have any input into
the running of C.O. ?

A. No. I have people that work for me.

44 O. I mean third party advisors.
A. No, no.

45 O. So you and Mr. Mander really were the

brains? You were the directing mínds of C.O.?

A. Yes.

46 O. Are t.here any foreign investments that
C.O. has?

A. No. Vüel-l- nor no. That. thing
trades on the Frankfurt
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1 47 O. t.hings like that, are there any

2 real- estate holdings offshore?
3 6. Nor no, nothing like that.
4 48 Q. Any debt.s owing to foreign creditors?
5 6. No.

6 49 O. So you had mentioned earl-ier that when

7 an investor or a would-be l-ender who wants to place money

e with C.O. they approach you?

e 6. uh-huh.
1-0 50 A. And you woul-d provide them with a l-oan

11 agreement such as this one?

L2 A. Yes .

13 51 O. Just take a look at it before r^re mark

14 it as an exhibít.
1s MR. MILLER: Should be also the one in the
16 binder that BLG provi-ded. That' s the one.

T7 THE VITTNESS : Same one.

18 MR. SHAHVTRT: we will make a binder
7e that's been provided by Mr. Sbaraqlia Exhibit 3.

20 EXHTBIT NO. 3: Binder províded by

21" Mr. Sbaraglia.
22 MR. MTLLER: vfel-l-, he hadn't seen it until
23 this morning. I mean, he's had input into the contents,
24 but we've provided it.
25 BY MR. SHAHVIRI:
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But yog're happy with what's in here,

T take it?

4

A. Yes, Havenft read every page.

53 O. ftrs been sourced

MR. MILLER: It.rs been sourced from him.

I wrote the introduction.
MR. SHAHVIRI: You more or less read it

out, and he heard it. So the l-oan agreement will be

Exhibit 4.

EXHIBIT NO. 4z Loan agreement.

BY MR. SHAHVIRI:

54 O. And t.hen upon execution of that f oan

agreement, I take it you would issue a promissory note?

A. Yes.

55 O. Such as this one here? Is that
typical of the kinds of things

A. Yes.

MS. DUBLIN: Therers one of those in the

binder too.
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MR. PANCHUK: Exhibit 5? Promissory note.

MR. SHAHVIRT: Yes, five.
EXHIBIT NO. 5: Promissory note.

BY MR. SHAHVTRI :

O. One of the investors or lenders,
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Page 68

1 ¡ather, mentioned that they got T5rs for earned but not
2 necessarily received interest.
3 6. Correct.
4 51 O. How does that work?

s A'. You have t.o talk to the accountants
6 about that. That r^ras another I wil-] show you my

1 accounting bil-ls from that one. The argument that
I pevenue Canada would make I rm going to paraphrase what

e the accountant told me, the best I understood it.
10 MR. MILLER: Vüould you l-ike a written
l-1 explanation from the accountant rather than Dr. Sbaraglia
L2 telling you what he thinks the accountant told him? rf
13 you just want to know the story, thatfs fine. If you

L4 want to know specifically why the T5

15 BY MR. SHAHVTRT:

L6 58 O. Maybe I will get the principal
r1 explanation, and then hle can get that as wel-l.
18 A. Apparently, the government of Canada

te wil-l say that if you have earned money, whether you've
20 got it in your pocket or not, they view ít as income to
2r your househol-d and therefore shoul-d declare it as income

22 and therefore issue a T5. Because it's interest income

23 that these people
24 59 O. And t.he T5 slip woul-d say from
25 C.o. Capital?

(416) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
\^/r^rw. stenographers. com 155 University Avenue, Suite 302 Toronto, ON Canada
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1

2

3

4

5

6

1

Page 69

A. I never actually sar^,r t.hem because the

account.ing firm did it on behalf of us.

60 O. Okay. So C.O., then, would obviously
show those interest payments as a deduction, right.?

A. Yes.

6I O. As an expense. AtI right.
BY MR. HORGAN:

62 O. And those h¡ere T5 I s generated when a

loan woul-d come due?

A. No. The hray it works, if I understand

it right, is from j-s it February 25th of the year

after somet.hing is due, you have to declare it on that
year's taxes. T t.hink it's something like that. So if
you came due in March '08, it. wouldn't show up until
February 25Lh, '09, which means it doesn't go in until-
April '09.

63 O. But the issuance of the T5 !^Ias

triggered based on the maturity of the l-oan?

A. Yes.

64 O. Vfhatever year it was?

A. Yes.

BY MR. SHAHVIRI:

65 O. When was the last time C.O. raised

money?

A. A whil-e ago . Months, months ago .

I

9

10

11

I2

13

I4

15

I6

77

18

L9

20

2L

aa

¿5

24

25
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1

2

3

4

5

6

7

I

9

MS. DUBLÏN:

MR. MILLER:

People l-ent them money.

MR. SHAHVÏRÏ:

just point me to t.he tab
MS. DUBLIN:

recent looks l-ike April,

MR. SHAHVÏRI:

MS . DUBLIN:

MR. SHAHVIRI :

MR.

MS.

MR.

photocopy them.

MS.

about this thick.

MILLER:

DUBLIN:

MILLER:

DUBLIN:

Page 10

Shoul-d be on the chart.
They never raised money.

Borrowed money. If you

It woul-d be tab 5, the most

may have been.

April of '09?

Yes.

I rm just maintaining a

Yes.

V{e actually have them.

Wefll take them home and

Vfe have got one set. It I s

10

11

12

13

L4

15

1"6

I1

18

19

20

zz

23

24

25

running list. of the undert.akings. Did I understand

correctly we'd be getting a set of copies of the loan

agreements ?

21 66

BY MR. SHAHVÏRÏ:

O. Al-t right. So you think it might be

April ?

A. April-ish, Just something that wasnft

made possibly as cl-ear as it could have been when h¡e h¡ere

talking is that. the idea of exiting from this working

(41,6) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
r^r\^rhr. stenographers. com 155 University Avenue, Suite 302 Toronto, ON Canada
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Page 1L

1 model- into something more formal is not a brand neür

2 notion. It st.arted back in March of '08, and we have an

3 e-mail chain to support. that as well-.
¿ MS . DUBLTN: vüe didn't include every
5 single e-mail
6 THE WITNESS: There r^ras an awful- l-ot of
7 paper. So the idea as time went. by I didn't want to
I deepen this well- at all-. The idea r¡¡as al-l- along this was

9 qood, nice. rtrs enough.
10 MR. MILLER: No ner^/ money, in any event,
11 since for sure since the section LI, no nehr money has

1"2 or wil-l be borrowed.
13 BY MR. SHAHVIRI:

14 61 O. Does C. O. oüÍe you or Mr. Mander any

15 money again, âhy l-iabilities?
16 A. No, just. the l-enders.
L1 68 O. I have a specific question on one of
18 the amounts that came in to C.O. In May of 2008 you

Le may remember this transactj-on C.O. received a cheque

20 from Vf . D. Latimer. Can you enlighten as to what that
2L t.ransaction I mean, that's not one of your dentist
22 friends?
23 A. He is a friend.
24 69 O. So who is a f ri-end?

25 A. The president. of vü. D. Ladner.

(416) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
wv¡r^/. stenographers. com 155 University Avenue, Suite 302 Toronto, ON Canada
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Page 12

r 10 O. Mr. Brecken?

2 g. No.

z 11, O. Sesto?
4 7¡. Sesto. Been friends for 25 years noü¡.

5 '7 2 O. Just for t.he record, that ' s
6 Sesto Del-uca; is that right?
'7 A. Yes.

8 73 O. So Mr. Deluca personally invested I
9 ¡nean, the cheque is from V[. D. Latj-mer. V[as it his money

10 that has been invested in C.O.?

11 A. Yes .

L2 MR. MILLER: Loaned to.
13 MR. SHAHVTRT: Sorry. Yes. Lent to C.O.

1"4 I'm not doì-ng that on purpose. Just a slip. okay. Al-l-

1s right.
16 BY MR. SHAHVIRI:

L1 74 O. The other specific i-tem again, who is
18 J. S. Bradley? Does that name not ri-ng a bel-l wit.h you?

1-e A. No. J. S. Bradley?
20 75 O. It.'s an account that
21- MR. MILLER: Hers not a lender, is he?

22 THE IIITTNESS : T honestly draw a b]-ank. r
23 have no recol-lection of Bradley.
24 BY MR. SHAHVIRI:

2s 16 O. okay. If you don't remember, you

(4L6) 865-9339 Atchison & Denman Court Reporting (800) 250-9059
w\^/r¡/.stenographers.com 155 University Avenue, Suite 302 Toronto, ON Canada
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1

?

3

Page 73

donrt remember. Thatrs fine. So EMB Asset Group is
Mr. Mander? Thatrs his company?

A. Yes.

11 O. You ment j-oned Carta Solutions as one

of your investments . Tn November of ' 0'l , C. O. paid Carta

about ç14,000. Was that the investment that. you are

referring to? Does that sound about right?
A. Sounds about right . We bought a

couple different times, actually. And because that
company T forget what the valuation \^/as that day. And

they did it. f don't. remember exactly, quite frankly.
But, yeah, that's about right.

18 O. Vühat does Carta do exactly?
A. Prepaid credit card facj-l-j-ties that

can be you can send it from this cell phone to your

daughter's credit card someplace if she's at university
or something.

19 O. Kind of like PayPal?

A. T don't know exactly what PayPal does,

but. that sort. of thing. It.I s a company that has t.heir
ohrn processor/ whj-ch is huge, a l-ot of growt.h potential.

B0 O. One last one. Therefs a company by

the name of Gervais Sal-es and Market.ing.

A. Yes, friend of mine.

81 O. So this friend invested lent money

4

5

6

1

I

9

10

11

L2

13

I4

15

16

1-1

18

1"9

20

2I

22

23

¿4

25
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11

12

L3

L4

L5

L6

IV

18

19

28

21,

22

¿J

?4.

25

Pagle V4

to e.O. as well?
A" Yes,

MR. SHAHVIRf: That's lt. I don t t have

any other sPecifícs "

MR. MTLLER: I{e wil-I see you next week.

MR. SHAHVIRI : Yes , on Vüednesday. Thank

y'ou. The Lime is now 2:48. Going of f the record. Thank

f,oü..

lühereupon proceedings adiourned at 2'::48 Þ"ß.

I HEREBY CE.RTTFY TT1E FOREG'OING
to b,e a true and ae'curate

transcription of my shorthand notes
to the hest of my slçill and ability,

,Jenni.fer Tileller
Certif,ied Shsrthand ReporLer

.TULY 9, 20A9 OSC- MANDER GROUP PETER SBARAGLIA

(41-6) 865-933,9 Atchison & Denman Court Reporting (800tr 250-9059
t¡lv¡w.stenographers.eom 155 ÚniversÍttrr Avenue, Suíte 302 Toronto' ON Canada
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No. 111-A

LOAI{ AGREEMENT

This Agreement made in duplicate the

ËllllÍthe "Lender") and C.O. Capital Growth

The Parties agree as follows:

Ma]¡ 16.2008, betweenffi
(the "Borrower"') (collectively the "Parties").

l. The Lender agrees to lend to the Borrower and the Borrower agrees to borrow from the

Lender the sum of Two Million Dollars($2,000.000.00) of the lawful money of Canada (the

'?rincipal Sum') for a period of not less than one year, zubject to the terms of this Agreement,

commencing on the date on which good funds are received by the Borrower in accordance with

the terms of tfiis Agreement (the "Advance Date"). The Maturity Date for purposes of this

Agreement shall be the first anniversary of the Advance Datg subject to any Renewal.

Z. The Borrower agrees to pay the Lender interest on the Principal Sum at the simple rate of
rwenty-five (25%) per annum commencing on the Advance Date.

3. The Borrower agrees to repay the Lender at the Borrower's address as noted below or at any

other place in Canada that the Borrower may give notice of in writing in accordance with the

terms of this Agreement.

4. Where the Lender provides written notice in the form of Schedule "4" hereto to the Borrower,

not less than 45 days prior to the Maturity Date, the Principal Sum and accrued interest thereon

(refened to as the "Total Amount") will be payable to the Lender on the Maturity Date. Interest

will not accrue after the Maturity Date in such circumstance. If the Lender fails to provide such

written notice, the Borrower, at its sole and unfettered discretion, may without prior notice deem

that the Lender has agreed to lend the Total Amount to the Borrower for an additional one year

term (the "Renewal"), and the Total Amount shall be deemed to be the Principal Sum for such

purpose and both Parties shall be subject to the terms of this Loan Agreement, mutatis mutandis,

in the event of a Renewal, save that the Lender shall not be required to provide the certificate

referred to inParagraph 10 hereof.

5. Where the Lender provides written notice in the form of Schedule "8" hereto to the Borrower,

not less than 45 days prior to the Maturity Datg the portion of the Principal Sum and accrued

interest thereon as noted on Schedule "B"(referred to as the'?artial Amount") will be payable to
the Lender on the Maturity Date. Interest will not accrue on the Partial Amognl after the

Maturity Date in such circumstance. Should the Lender fail to comply with the requirements as

set out in Schedule '08", the Borrower may, without notice, at its sole and unfettered discretion

determine that the Total Amount to the Lender on the Maturity Date is payable and interest will
not accrue after the Maturþ Date in such circumstance, or may without prior notice deem that

239 Church Street, Suite 100 E, Oakviile, Ontario L6J lN4 PH:905 339 0650 Fax 905 339 065 I
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the Lender has agreed to lend the Total Amount to the Borrower for an additional one year term

(the .'Renewal"'), and such Total Amount shall be deemed to be the Principal Sum for such

p,r.po." and boih parties shall be subject to the terms of this Loan Agreement, mutatis mutandis,

in titr event of a Renewal, save that the Lender shall not be required to provide the certifi.cate

refered to in Paragraph 10 hereof.

6. Where the Lender provides written notice in the form of Schedule "C" hereto to the Borrower

of his or her desire tò lend the Principal Sum and accrued interest (the Total AmounQ plus an

additional amount (the "Additional Amount") as noted on Schedule "C" and complies with the

requirement, ,.t out in such schedule, the Total Amount shall not be paid to the Lender oà the

Vtaturity Date, but shall be treated as an advance of a portion of the amount to be lent to the

Borrowlr on the Maturity Date. Should the Lender fail to comply with the requirements as set

out in Schedule "C', the Borrower shall have the right at its sole and unfettered discretion to pay

the Total Amount to the Lender on the Maturity Date and irüerest will not accrue a.fter the

Maturity Date in such circumstance, or may without prior notice deem that the Lender has agreed

to lendìh" totul Amount to the Borrower for an additional one year term (the "Renewal"), and

such Total Amount shatl be deemed to be the Principal Sum for such purpose and both Pa¡ties

shall be subject to the terms of this Loan Agreement, mutatis mutandis, in the event of a Renewal,

save t1¡at the Lender shall not be required to provide the certificate referred to in Paragraph 10.

7. The Borrower shall send written notice to the Lender of a Renewal in the form of Schedule
..D" hereto. In the event of a Renewal, the Maturity Date for purposes ofthis Agreement shall be

the new Maturity Date as stated on zuch written notice. The Lender may obtain a Promissory

Note reflecting a Renewal from the Borrower, provided that the Lender surrenders any

promissory Note(s) previously provided by the Borrower. For greater certainty there shall be no

limit as to the number ofRenewals under this Agreement.

8. The Borrower may prepay any portion or all of the Principal Sum outstanding together with

interest accrued thereon at anytime without notice and without penalty of any kind.

9. The advance of the Principal Sum shall be evidenced by a promissory note in the form of
Schedule "E' hereto.

10. prior to any advance, the Borrower shall provide the Lender with a duly executed certificate

in the form of Schedule "F' hereto attesting to the fact that the Lender is an Accredited Investor

as defined therein, unless the Princþal Sum is equal to or exceeds $150,000.00. If the Principal

Sum is equal to or exceeds $150,000.00, the Lender certifies that he, she or it is lending the

Principal Sum as principal and that the Lender has not been created or is used solely to lend funds

to the Borrower or otherwise acquire or purchase securities sold or distributed in reliance on the

exemptions from registration and prospectus requirements available under Section 2.10 of
National Instrument 45- 1 06.

239 Church Street, Suite 100 E, Oakville, Ontario L6J I N4 PH: 905 339 0650 Fax 905 339 065 I
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11

12.

l3

t4

15

By:

All advances and payments by parties hereunder sh¿ll be made by certified cheque or bank

draft drawn on a Canadian ohartered bank

All notices to be given under this Agreement shall, save as otherwise specifically provided,

be in writing to the party to who it is intended at the addresses noted below or such other

address that the party may provide notice of in writing and shall not be deemed received

until actually received exoept if sent by regular mail provided that there is no threat of
disruption or actual disruption of mail service, in which case it shall be deemed received

on the fifth day after being mailed.

Time is of the essence in all respects.

This Agreement constitutes the entire agreement between the Parties and cancels and

supersedes any prior agreemerts, undert¿kings, declarations or representations, written or

verbal in respect of it. No amendment, supplement or waiver of any provision of this

Agreement shall in any event be effeotive unless it shall be in writing and sþned by the
parties. The Lender may not assign, pledge or otherwise transfer this Agreement or the

Promissory Note without the written consent of the Borrower.

This Agreement and any dispute arising from or in relation to this Agreement shall be

governed by, and interpreted and enforced in accordance with, the laws of the province of
Ontario and the laws of Canada applicable in the province, excluding the choice of law

rules of that province.

IN WITNESS WHEREOF the parties have caused this Agreement to be executed by authorized

persons.

By:
C.O. Capital Growth
Authorized Ofñcer:
Name: Peter G. Sbaraglia
Title:President

Address:
239 Church Street, Suite 100E
Oakviüe ON L6J 1N4
(e05) 339-06s0

x

Address

Address: #

By:

239 Church Street, Suite 100 E, Oakville, Ontario LóJ I N4 PH: 905 339 0650 Fax 905 339 065 I
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This Agreement made in duplicate May 21, 2008, between C.O. Capital Growth
Corp. (the "Lender") and Robert J. Mander (the "Borrower") (collectively the'?arties").

This is to veriff that C.O. Capital Growth Corp. has lent an amount of Two Million
Dollars ($2,000,000.00) to Robert J. Mander. This Two Million Dollars ($2,000,000.
was lent to C.O. Capital Growth Corp. by Anne De Luca and Sesto De Luca on May
2008 and filed as Loan Agreement 111-4.

IN WITNESS WHEREOF the parties have caused this Agreement to be executed by
authorized persons.

00)
161

By

Name: Peter
Title:President

Address:
239 Church Streef, Suite 10oE
Oakville, ON L6J lN4
(e05) 33e-06s0

J. Mander

Address:
239 Church Street, Suite 10OE
Oakville, ON L6I 1N4
(eos) 339-06s0



No. 132-C

LOAIY AGREEMENT

This Agreement made in duplicate the Qctober 10. 2008, between Dr. Kai Chau(the
..Lender") and Ò.O. Capital Growth (the "Borrowef') (collectively the'?arties"). 

.

The Parties agree as follows:

1. The Lender agrees to lend to the Borrower and the Borrower agrees to borrow from the

Lender the sum of Fifty Thousand Dollars ($50.000.00) of the lawful money of Canada (the
..principal Sum") for a period of not less than one year, subject to the terms of this Agreement,

commencing on the date on which good funds are received by the Borrower in accordance with

the terms of tnis Agreement (the "Advance Date"). The Maturity Date for purposes of this

Agreement shall be the first anniversary of the Advance Date, subject to any Renewal.

2. The Borrower agrees to pay the Lender interest on the Principal Sum at the simple rate of
twenty-five (25%) per annum commencing on the Advance Date-

3. The Borrower agrees to repay the Lender at the Borrower's address as noted below or at any

other place in Canada that the Borrower may give notice of in writing in accordance with the

terms of this Agreement

4. Where the Lender provides written notice in the form of Schedule "^N' hereto to the Borrower,

not less than 45 days prior to the Maturity Datg the Principal Sum and accrued interest thereon

(referred to as the "Total Amount") will be payable to the Lender on the Maturity Date. Interest

wilt not accnre after the Maturity Date in suoh circumstance. If the Lender fails to provide such

written notice, the Borrower, at its sole and unfettered discretioq may without prior notice deem

that the Lender has agreed to lend the Total Amount to the Borrower for an additional one year

term (the "Renewal"), and the Total Amount shall be deemed to be the Principal Sum for such

purpose and both Parties shall be subject to the terms of this Loan Agreement, mutatis mutandis,

in the event of a Renewal, save that the Lender shall not be required to provide the certificate

referred to inParagraph 10 hereof'

5. Where the Lender provides written notice in the form of Schedule "8" hereto to the Borrower,
not less than 45 days prior to the Maturity Date, the portion of the Principal Sum and accrued

interest thereon as noted on Schedule "B"(referred to as the'?artial Amount") will be payable to
the Lender on the Maturity Date. Interest will not accrue on the Partial Amount after the
Maturity Date in such circumstance. Should the Lender fail to comply with the requirements as

set out in Schedule "8", the Borrower may, without notice, at its sole and unfettered discretion

determine that the Total Amount to the Lender on the Maturity Date is payable and interest will
not accrue after the Maturity Date in such ci¡cumstance, or may without prior notice deem that

239 Church Street, Suite 100 E, Oakville, Ontario L6j I N4 PH: 905 339 0650 Fax: 905 339 065 I
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the Lender has agreed to lend the Total Amount to the Borrower for an additional one year term

(the ..Renewal'), and such Total Amount shall be deemed to be the Principal Sum for such

purporr and both parties shall be subject to the terms of this Loan Agreement, mutatis mutandis,

in t-he event of a Renewal, save that the Lender shall not be required to provide the certifioate

referred to in Paragraph 10 hereof

6. Where the Lender provides written notice in the form of Schedule "C" hereto to the Borrower

of his or her desire tã lend the Principal Sum and accrued interest (the Total Amount) plus an

additional amount (the "Additional Amount") as noted on Schedule "C" and complies with the

requirements set out in such schedulg the Total Amount shall not be paid to the Lender on the

Maturity Date, but shall be treated as an advance of a portion of the amount to be lent to the

Borrower on the Maturity Date. Should the Lender fail to comply with the requirements as set

out in Schedule *C', the Borrower shall have the right at its sole and unfettered discretion to pay

the Total Amount to the Lender on the Maturity Date and interest will not accrue after the

Maturity Date in such oircumstance, or may without prior notice deem that the Lender has agreed

to lend the Total Amount to the Borrower for an ¿dditional one year term (the "Rener¡val"), and

such Total Amount shall be deemed to be the'Principal Sum for such purpose and both Parties

shall be subject to the terms of this Loan Agreement, mutatis mutandis, in the event of a Renewal,

save that the Lender shall not be required to provide the certificate referred to in Paragraph 10.

7. The Borrower shall send written notice to the Lender of a Renewal in the form of Sohedule

"D" hereto. In the event of a Renewal, the Maturity Date for purposes of this Agreement shall be

the new Maturity Date as stated on such written notice. The Lender may obøin a Promissory

Note reflecting a Renewal from the Borrower, provided that the Lender surrenders any

Promissory Note(s) previously provided by the Borrower. For greater certainty there shall be no

limit as to the number of Renewals under this Agreement.

8. The Borrower may prepay any portion or all of the Principal Sum outstanding together with
interest accrued thereon at anytime without notice and without penalty of any kind.

9. The advance of the Principal Sum shall be evidenced by a promissory note in the form of
Schedule "E' hereto.

10. Prior to any advance, the Borrower shall provide the Lender with a duly executed certificate
in the form of Schedule "F"' hereto attesting tb the fact that the Lender is an Accredited Investor
as de{ined therein" unless the Principal Sum is equal to or exceeds $150,000.00. If the Principal
Sum is equal to or exceeds $150,000.00, the Lender certifies that he, she or it is lending the
Principal Sum as principal and that the Lender has not been created or is used solely to lend funds
to the Borrower or otherwise acquire or purohase securities sold or distributed in reliance on the
exemptions from registration and prospectus requirements available under Section 2.10 of
National Instrument 45- I 06.

C
initi¿
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ï2.

All advances and payments by parties hereunder shall be made by certified oheque or bank

draft drawn on a Canadian chartered bank

All notices to be given under this Agreement shall, save as otherwise specifically provided,

be in writing to the party to who it is intended at the addresses noted below or such other

address thai the party may provide notice of in writing and shall not be deemed received

until actually received except if sent by regular mail provided that there is no threat of
disruption or actual disruption of mail service, in which case it shall be deemed received

on the fifth day after being mailed.

Time is ofthe essence in all respects.

This Agreement constitutes the entirq agreement between the Parties and cancels and

superseães any prior agteements, undertakings, deolarations or representations, written or

verbal in respect of it. No amendment, supplement or waiver of any provision of this

Agreement shall in any event be effective unless it sha[ be in writing and sig¡red by the
parties. The Lender may not assigq pledge or otherwise transfer this Agreement or the

Promissory Note without the written consent of the Borrower.

This Agreement and any dispute arising from or in relation to this Agreement shall be

governed by, and interpreted and enforced in accordance with, the laws of the province of
Onta¡io and the laws of Canada applicable in the province, excluding the choice of law

rules of that province.

IN WITNESS \ryHEREOF the parties have caused this to be executed by authorized

persons.

By:

il

13

t4

l5

By:

Address

c. Growth
Officer

Name: Peter G. Sbaraglia
Title: President \

Address:
239 Church Street, Suite 100E
Oakville, ON L6J lN4
(90s) 33e-0650

239 Church Street,Suite 100 Ë, Oalville.Ontario L6J lN4 PH:905 339 0650 Fax905 339 0651
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The o'Lender":

Mander Group
And

Client Company

LOAFI AGREEMENT alb - lott06- A,

CO. ZNtrftL éø^,,rrTI r-f),o

The "Borrowet'o:

1. Loan
The Lenderhereby lends Fourtry five thousa¡rd dollars Çdn (the o'Loan Amount") to
the Borrower for áperiod of one year from October,l2ü2006 to October,lfh,z}}7
(which second date shall be known as tlre "Loan End Date*).

2. Interest on Loan
Borrower agrees to pay Lender 30% simple annual interest on the Loan Amount. Any
income earned by Borrower through investnent of the Loan Amount in excess of the

30olo interest cost shall be divided equally between Lender and Borrower.

3. Loan Agreement Termination and Renewal
a) Neither the Lender nor the Borrower may not terminate the Loan Agreement

before Loan End Date r¡nless agreed to in writing by both parties;

b) At least 10 business days prior to Loan End Date, Lender shall send to Borrower
written notice indicating whether Lender wishes to terminate Loan Agreement on
Loan End Date, or to renew Loan Agreement in accordance with subparagraph
3(c) hereof;

c) Lender may renew Loan Agreement for another one year period in which crtse a

new LoanAgxeement speci$ing amoun! dates, rate of interest and other
particulars will be signed by both parties;

d) In the event Lender indicates a wish to terminafe Loan Agreement oa Loan End
Date in accordance with subparagraph 3(b) hereot Borrower shall repay Loan
Amount plus any interest owing as provided in paragraph 2 hereof to Lender
within 10 business days of Loan End Date. Borrower shall also pay to Lender
50o/o of income earned througb invesfinent in excess ofthe 25o/ointercst cost
within l0 business days of Loan End I)ate.



,
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4. Giving of Notice
,*ny nótice that must be given under this Loan Agreement will be given by delivering
it in person or by mail or by falc at the respective addresses listed below. Any notice

mailãd is deemed to be received on the 5ft business day from date of mailing.

5. Transactions
AII transactions between Borrower and Lendet will be through baúk drafts.

Date

I)ate
l



No. 137-C

LOAN AGREEMENT

This Agreement made in duplicate the October 31. 2008, between ffi
fitlÉr. (the "Lender") and C.O. Capital Growth (the "Borrower") (collectively the

"Parties").

The Parties agree as follows:

1. The Lender agrees to lend to the Borrower and the Borrower agrees to borrow from the

Lender the sum of One Hundred And Fifty Thousand($159,000,00) of the lawful money of
Canada (the '?rincipal Sum") for a period of not less than one year, subject to the terms of this

Agreement, commencing on the date on which good funds are received by the Borrower in
accordance with the terms of this Agreement (thè "Advance Date"). The Maturity Date for
purposes of this Agreement shall be the first anniversary of the Advance Date, subject to any

Renewal.

2. The Borrower agrees to pay the Lender interest on the Principal Sum at the simple rate of
twentv-five (25%) per arinum commencing on the Advance Date.

3. The Borrower agrees to repay the Lender at the Borrower's address as noted below or at any
other place in Canada that the Borrower may give notice of in writing in accordance with the
teûns ofthis Agreement

4. Where the Lender provides written notice in the form of Schedule "^a' hereto to the Borroweq
not less than 45 days prior to the Maturi¡ -*ate, the Principal Sum and accrued interest thereon
(refened to as the "Total Amount") will be payable to the Lender on the Maturity Date. Interest
will not accrue after the Maturity Date in such circumstance. If the Lender fails to provide such
written notice, the Borrower, at its sole and unfettered discretior¡ may without prior notice deem
that the Lender has agreed to lend the Total Amount to the Borrower for an additional one year
term (the "Renewal"), and the Total Amount shall be deemed to be the Principal Sum for such
purpose and both Parties shall be subject to the terms of this Loan Agreement, mutotis mutandis,
in the event of a Renewal, save that the Lender shall not be required to provide the certificate
referred to in Paragraph l0 hereof

5. Where the Lender provides written notice in the form of Schedule "B" hereto to the Borrower,
not less than 45 days prior to the Maturity Date, the portion of the Principal Sum and accrued
interest thereon as noted on Schedule "B"(referred to as the '?artial Amount") will be payable to
the Lender on the Maturity Date. Interest will not accrue on the Partial Amount after the
Maturity Date in such circumstance. Should the Lender fail to comply with the requirements as

set out in Schedule "8", the Borrower may, without notice, at its sole and unfettered discretion Æ

a
??9r-hr¡rhqtrêêiçriiê lf)0F.ôakville.ontarioL6l lN4 pH:9053390650 Fax905339065 I
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determine that the Totat Amount to the Lender on the lvlaturity Date is payable and interest will
not aocrue after the Maturity Date in such circumstance, or may without prior notice deem that

the Lender has agreed to lend the Total Amount to the Borrower for an additional one year term

(the "Renewal"), and such Total Amount shall be deemed to be the Principal Sum for such

purpose and both Parties shall be subject to the terms of this Loan Agreement, mutatis mutandis,

in rhe event of a Renewal, save that the Lender shall not be required to provide the certificate

referred to inParagraph 10 hereof.

6. Where the Lender provides written notice in the form of Schedule "C" hereto to the Borrower
of his or her desire to lend the Principal Sum and accrued interest (the Total Amount) plus an

additional afiìount (the *Additional Amount") as noted on Schedule 
((C" 

and complies with the

requirements set out in such schedule, the Total Amount shall not be paid to the Lender on the

Maturþ Date, but shall be treated as an advance of a portion of the amount to be lent to the

Borrower on the Maturity Date. Should the Lender fail to comply with the requirements as set

out in Schedule "C,', the Borrower shall have the right at its sole and unfettered discretion to pay

the Total Amount to the Lender on the Maturity Date and interest will not accrue after the

Maturity Date in zuch circumstance, or may without prior notice deem that the Lender has agreed

to lend the Total Amount to the Borrower for an additional one year term (the "Renewal"), attd

such Total Amount shall be deemed to be the Principal Sum for suoh purpose and both Parties

shall be subject to the terms of this Loan Agreement, mutatis mutdndis, in the event of a Renewal,

save that the Lender shall not be required to provide the certificate referred to in Paragraph 10.

7. The Borrower shall send witten notice io the Lender of a Renewal in the form of Schedule

"D" hereto. In the event of a Renewal the Maturity Date for purposes ofthis Agreement shall be

the new Maturity Date as stated on such written notice. The Lender may obtain a Promissory

Note reflecting a Renewal from the Borroweç provided that the Lender surrenders any

Promissory Note(s) previousþ provided by the Borrower. For greater certainty there shall be no

limit as to the number of Renewals under this Agreement.

8. The Borrower may prepay any portion or all of the Principal Sum outstanding together with
interest accrued thereon at anytime without notice and without penalty of any kind.

9. The advance of the Princþ¿l Sum shall be evidenced by a promissory note in the form of
Schedule "E" hereto

10. Prior to any advance, the Borrower shall provide the Lender with a duly executed certificate
in the form of Schedule "F" hereto attesting to the fact that the Lender is an Accredited Investor
as defined thereirl unless the Principal Sum is equal to or exceeds $150,000.00. If the Principal
Sum is equal to or exceeds $150,000.00, the Lender certifies that he, she or it is lending the
Principal Sum as principal and that the Lender has not been created or is used solely to lend funds
to the Borrower or otherwise acquire or purchase securities sold or distributed in reliance on the
exemptions from registration and prospectus requirements available under Section 2.10 of
National Instrument 45-106.

Î,

239 Church Street Suite 100 E, Oalo¡ille, Ontario L6J I N4 PH: 905 339 0650 Fax 905 339 065 I ffi
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All advances and payments by parties hereunder shall be made by certiñed cheque or bank
draft drawn on a Canadian chartered bank

All notices to be given under this Agreement shall, save as otherwise speoifically provided,

be in writing to the party to who it is intended at the addresses noted below or such other
address that the party may provide notice of in writing and shall not be deemed received

until actually received except if sent by regular mail provided that there is no threat of
disruption or actual disruption of mail service, in whioh case it shall be deemed received on
the fifth day after being mailed.

13. Time is ofthe essence in all respects.

14. This Agreement constitutes the entire agreement between the Parties and cancels and

supersedes any prior agreements, undertakings, declarations or representations, written or
verbal in respeot of it. No amendment, supplement or waiver of any provision of this
Agreement shall in any event be effective unless it shall be in writing and signed by the
Parties. The Lender may not assign, pledge or otherwise transfer this Agreement or the
PromissoryNote without the written consent ofthe Borrower.

l5 This Agreement and any dispute arising from or in relation to this Agreement shall be
governed by, and interpreted and enforced in accordance wittr" the laws of the province of
Ontario and the laws of Canada applicable in the provincg excluding the choice of law
rules ofthat province.

IN WITNESS WHEREOF the parties have caused this to
persons

By: By:
c.

Name: Peter
Title:

Address Address:
239 Church Street, l00E

'Oalwille, ON L6I 1N4
(eos) 33e-06s0

239 church street, suite 100 E, oalo¡ille, ontario L6J I N4 PH: 905 339 0650 Fax 905 339 065 I
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No. 155-D

LOAN AGREEMENT

This Loan Agreement made in duplicate this d¿y of February 26. 2009, between Kathleen

Sbaraelia (the "Lørder') and C.O. Capitat Growth Corp. (the "Borrower') (collsqtively the'?arties').

The Parties agÍee ¿rs follows:

1. The Loan: The Lender agrees to loan to the Borrower and thc Borrower agrecs to borrow from the

LenAer the sum of Sixtv Nine Thousand Three Hundredl$69.300.00) of lar¡¡fi¡l money of Canada (the

"Principal Sum') for a term of not less than one ye*r, subject to the terms of this Agreeme,nt, commencing

on the äaæ on which good frrnds are received by and are satisfactory to the Borower in accordance with
the terms of this Agreement (the "Advance Date"). For the pu{poses of this Agreement the ñrst

anniversary of the Advance Date shall be the exptry date of the term (the *Maturþ Date'), subject to any

Renewal as herein¿fter provided.

2. Promissorv Note: The advance of the Principal S.um shall be evidenced by a promissory note, (fhe

'?romissoryNote') in the form of Schedule "E" hereto.

3. Interest: The Borrower agrees to pay to the Le,lrder interest on the Principat Sum at the simple rat€ of
Twentv-Five p"rcent (257J per annum calculated from the Adr¡ance Date and accrued from the Advance

Out" to tnr Maturity Date which interest sball become due and payable upon the date the Principal Sum is

repaid in full.

4. Repavment: The Borrower agrees to repay the Lender at tlre Borrowerls address as noted below or at

any other place in Canada that the Borrower may give notice of in writing in accordance with the Notice

provisions of this Agreement.

5. Renewal: In the event the Lender provides written notice in the form of Schedule "A" hereto to the

Borrotver, not less than 45 days prior to the Matuity Date, the Principal Sum and accrued inærest thereon

(referred to as the "Total Amount") will be payable to the Lender on the Ndatu¡ity Date. lnterest will not

accrue after the Maturity Date in such circumstance. If the Lender fails to provide such written notice, the

Borrower, in its sole and unfetûsred discretion, may without prior notice deem that the Lender has agreed to

loan the Total Amount to the Borrower for an additional one year term (the "Renewal'), and the Total

Amount shall be deemed to be the Principal Sum for such purpose with interest thereon at the aforesaid rate

again, calculated and accming and becnming due and payable in the s¿lme månner as set out above to the

Renewal Maturity Date. In the event of such Relrerral, both Parties shall be subject to the terms of this

Loan Agreement, mutatis mutandis, save that tlr¿ Iænder shall not be required to provide the, certificate
referredto in Paragraph l0 hereof.

6. Partial Renavment: In the event the Lender provides written notice in the form of Schedule "8" hereto

to the Borrower, not less than 45 days prior to the Maturity Date, the portion of the Principal Sum and

accrued interest thereon as noted on Schedule "8" (referred to as the "Partial Amount") will be payable to
the Lender on the lvfaturity Daæ. Interest.will not accrue on the Partial Amount afrer the Matr¡rity Date in
such circumstarice. Should the Lender fail to comply with the requirements as set out in Schedule "8", the
Borrower may, without notice, in its sole and unfstterÊd discretion either (i) deærmine tbat ttre Total
Amount is due and payable to the Lender on the Maturity Date and interast will not accrue after the
I\rfaturity Date upon either the original Principal Sum or such Total Amount in such circumstance, or (ii)

239 Church Street, Suite 100 E. Oakville, Ontario L6J I N4 PH: 905 339 0650 Fax 905 339 065 I
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may without prior notice deem that the Lender has agreed to loan the Tot¿l Amount to the Borrower for an

additional one yeÍu term (the "Renewal'), and such Total Amount shall be deemed to be the Principal Sum

for such purpose with interest thereon atthe aforesaid rats again calculated and accruing and becoming due

and payable in the same manner as set out abôve to the Renewal Maturity Date. In the event of such

Renewal, both Parties shall be subject to the terms of this Loan Agreement mutatis mutandis, save th¿t the

Le6der shall not be required to provide the certificaæ referred to in Paragraph l0 hereof.

7. Additional Loan: In the everú the Lender provides written notice in the form of Schedule "C" hereto to
the Borrower of his or her desire to loan the Total Amount (as defined in Paragraph 5) plus an additional

aÍiount (the "Additional Amount') as noted on Schedule "C" a"d complies with the reçirements set out in
suctr schedule, the Total Ar¡æunt shall not be paid to the Le,nder on the Maturity Date, but shall be treated

as an advance of a portion of the amourú to be loaned to the Borrower on the Maturity Date. Should the

Lender fail to comply with the requirements as set out in Schetû¡le 'C", the Borrower shall have the right in
its sole and unfettered discretion either (i) to paythe Total Amount to the lænder on the Maturity Date and

inærest will not accn¡e a,fter the Maturity Date upon either the original Principal Sum or the Total Amount

in such circumstance, or (ii) may without prior notice deem that ttre Le,nder has agreed to loan the Total

Amount to the Borrower for an additional one year term (the "Renewal'), and such Total Amount shall be

deemed to be the Princþal Sum for such purpose with interest thereon at the aforesaid rate 4gain calculafed

and accruing and becorning due and payable in the same marrner as set out above to the Renewal Maturity
Date. In the event of such Renewal, both Parties shall be zubject to the terms of this Loan Agreement,

mutatis mutandis, save that the Lender shall not be required to provide the certiñcate referred to in
Paragraph l0 hereof.

B. Renewal Notice: The Borrower shall send wriüen rotice to the Lender of any Renewal in the form of
Schedule "D" hereto. In the event of a Renewal, the Maturity Date for such Renewal and for the purposes

of this Agreement shall be the new Maturity Date as stated on such written notice. The Le¡rder may obtain

a Promissory Note reflecting a Re,lre\ryal from the Borrower, provided that the Lender surrenders any

Promissory Noæ(s) previously provided by the Borrower. For greater certainty, there shall be no limit as

to the number of Renewals under this Agreement

9. Prenavment: The Borrower may prepay all or any portion of the Principal Sum outstanding together

with interest accrued thereon at anytime without notice, penalty or bonus of any kind.

10. Accredited Investor: Prior to any advance, the tender shall provide to the Borrower a duly executed

certificate in the form of Schedule "F" heroto attestiryi to the fast that the Lender is an Accredited Investor

as deñned therein, unless the Principal Sum is equal to or exceeds $150,000.00. If the Principal Sum is

equal to or enceeds $150,000.00, the Lender certifies that he she or it is lending the Principal Sum as

principal and that the Lender has not been created or is used soleþ to loan fr¡nds to the Borrower or
otherwise acquire or purchase securities sold or distributed in reliance on the exemptions from registration
and prospectus requirements available under Section 2.10 ofNation¿l Instrument 45-106.

11. B¡nk Drafts/Certified Cheoues: AII advances and payme'lrts by Parties hereunder shall be made by
certified cheque or bank draft drawn ou a Canadian chartered bank

@

239 Church Street, Suite 100 E, Oalcville, Ontario L6j lN4 PH:905 339 0650 Fax:905 339 065 I
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12. Notices: All communications between the Pa¡ties shall þ in \,\dting, personally delivered or sent by

registered mail, charges prepaid, or by facsimile or other merurs of electonic communication, charges

prepaid, to the address set forth below in this Agreement or to such otlrer address ¿!s a Party hereto may

Ao- ti*e to time designaæ to the other in zuch manner, provided that no communication shall be sent by

mail pending any threatened or actual postâl strike or other disruption of postal. service in Canada. Any

communication so personally delivered shall be deemed to have been validly and effectively given and

received on the. dafe of such delivery. Communications so se¡rt by any means of electronic transmission

mentioned above shatl be deemed to have been validly and effectively given and received on the business

day next following the day on which it is sent. Coirmrunications so sent by mail shall be deemed to have

been validly and eftctively given and received on the fiflh business day next following the day on which it
is sent.

13. Time: Time shall be of the essence in all respects

14. This Agreement constitutes the e,ntire agreement bstween the Parties and cancels and supersedes any

prior agreements, undertakings, declarations or representations, writûen or oral in respect to the relationship

ãf A" Parties. No amendme,lrt, suppløneirt or waiver of any provision ofthis Agreemelrt shall in any event

be effective unless it shall be in writing and signed by the Parties. The l-ender may not assþ, pledge or

otherwise transfer this Agreement or the PromissoryNote withoutttre w¡itten consent of the Borrower.

15. This Agreement and any dispute arising from or in relation to this Agreement shall be govenred by, and

interpreted and enforced in accordance with, the laws of tbe Province of Ontario to uihich jurisdiction the

Parties attorn and t}e laws of Canada applicable therein, excluding the choice of law rules ofthat Province.

IN S TWHEREOF the Parties have caused this Agreement to be executed by authorized persons.

By:
C.O. Capital Growth Corp
Authorized Officer:
Name: Petêr G. Sbaraglia
Title: President

Address Address:
239 Church Street, Suite l00E
Oakville, ON L6J 1N4
(90s) 33946s0

239 Church Street Suite 100 E, Oakville.Ontario L6J lN4 PH:905 339 0650 Fax:905 339 0651
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Mander Group
and

Client Companies.

LOANÄGREEMENT ool - ot6o6- A

,øThe "Lender":

The'oBorrowero':

1. Loan
The Lender hereby lends

( fr',,o.)
&e'^ c,tu

the "Loan Amount")
to the Borrower for a from e

(which second date be known as the
End

2. Interest on Loan
Borrower agrces to pay Lender 30% simple annual interest on the Loan Amount. Any
income ea¡ted by Borrower through investurent of the Loan Amount in excess of the
30% interest cost shall be divided equally between Lender and Borrower.

3. Loan Agreement Termination and Renewal
a) Neither the Lender nor the Borrower may not terminate the Loan Agreement

before Loan End Date unless agreed to in writing by both parties;
b) At least l0 business days prior to Loan End Date, Lender shall send to Borrower

written notice indicating uùether Lender wishes to terminate Loan Agreement on
Loan End Date, or to renew Loan Agreement in accordance with subparagraph
3(c) hereof;

c) Lender may renew Loan Agreement for another one year period in which case a
new Loan Agreement specifuing amount dates, rate of interest and other
particulars will be signed by both pa,rties;

d) In the event Lender indicates a wish to terminate Loan Agreement on Loan End
Date in accordance with subparagraph 3(b) hereof, Borrower shall repay Loan
Amount plus any interest owing as provided in paragraph 2 hereof to Lender
within l0 business days of Loan EndDate. Bonower shall also pay to Lender
50Yo of income earned through investment in excess of the 30% interest cost
within l0 business days of Loan End Date.

(



4. Giving of Notice
Any notice that must be given under this Loan Agreement will be given by delivering' it in person or by mail or by fær atthe respective addresses listed below. Any notice
mailed is deemed to be received on the 5m business day from date of mailing.

5. Transactions
All transactions between Borrower and Lender will be through bank drafts.

\'Ur¿Y^ú$d,4
S¿¡C

Dàtþ
I_

,ñ(' ?Æ6
Date



No. 157{

LOAN AGREEMENT

This Loan made in duplicate this day of March [. 2009, between Pero Assets Inc. (the

"Lender') and C.O. Capítal Growth Corp. (the "Bonower') (collectively the'?arties").

The Parties agree a¡¡ follows:

l. The Loan: The Lender agreËs to loan to the Borrower and the Borrower agrees to borrow from the

Lender the sum of Six Million DollarS($6-000.000.08) of lawful money of Canada (the '?rinoipal Sum")

for a term of not less than one year, subject to the terms of this Agreement, commencing on the date on

which good funds are received by and are satisfactory to the Borrower in accordance with the terms of this

Agreement (the "Advance Date'). For the purposes of this Agreement, the first anniversary of the Advance

Date shall be the expiry date of thc term (the 'Maturity Date'), subject to any Renewal as hereinafter

provided.

2. Promis.sorv Note: The advance of the Principal Sum shall be evidenced by a promissory note, (the

'?romissory Note') in tlre form of Schetule oE 
' hereto'

3. InterçSf: The BorrowEr agfees to pay to the Lender intersst on the Principal Sum at the simple rate of
Thirty-Fivç Percent (357o) per annum oalculated from the Advance Date and accrued from dre Advance

Date to the Maturity Ðate which interest shall become due and payable upon tlre date the Principal Sum is

repaid in ñ¡ll.

4. Reoavment: Tlp Borrower âgroes to repay the Lender at the Borrower's address as noted below or at

any other place in Canada that the Borrowcr may give notice of in writiog in accordancc with the Notice

provisions of this Agreement.

5. Renewd: In the went the Le¡rder provides written notice in the form of Schedule "4" horeto to the

Borrower, not less tha¡ 45 days prior to the Matt¡rity Date, tlre Principal Sum and accrued interest thereon

(refer¡ed to as the "Iotal Amount') will be payable to the knder on the Mahrity Datc. I¡terest will not

acgri¡e aûer the Maturity Daæ in such circumstance, tf the Lmder fails to provide such r¡¡¡itteir noticq the

Borrower, in its sole and r¡nfetterod discretiorl may without prior noticc deem thæ tbe lænder has agreed to
loa¡r the Total Amount to the Borrower for an additional one year temr (the Tcnewal'), a¡d lbe Tot¿l

Amor¡nt shall be deflæd to bc the Principal Sum fpr such purpose with interest thercon at tbe aforesaid rate
ãgaìn calü¡tat€d and accruing and becoming due and payable in the sa$E rll¿urnr as set out aboræ to ttre

R€newal lvfaturity Daf€. In the event of such Reûsw¿I" both Pa¡ties shall be subject to the terms of this
Ioan Agreeurent tmttatis mutandis, save úat the l¡nder shall not be rcquired to provide the certiñcate

referrpdto inParagraph l0 hereof.

6. P¡rtial Rpnavment: In the weut the lÆder provides writûen notice in the forrr of Sc,hedr¡le '8" her€to

to tbo Borrcwer, not less tha¡I45 days prior to the Matruity Date, the portim of the Pdncþal Sr¡¡n a¡d
accrued intcrest th€rem as noæd on Schedule 'ts" (rìûferr€d to as tbe'?ardal Amouût') will bepayableto
theLenderonthel\ÍaturityDate. InterestwillnotaccrueonthePa¡tialAmormtaftertheManrityDatein
such circumstance. Should the t eûder åil to corrpþ with the requirøneds as set or¡t in Scheú¡le 'ts", tbÊ

Bonou¡er may, without notic€, in its sole and unfettered discretion eittrer Q) dsüermine that the Total
Amount is due apd pa5rable to thÊ lænder on the Maturity Date and interest will not accrue aûer the

239 Church Stree¿ SuÍte | 00 E, Oalo¡ílþ, Ontario L6f I N4 PH:905 339 0650 Fax 905 339 065 I
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Maturity Date upon either the original Princþl Sum or such Total Amount in such circumstance, or (ü)

may without prior notice deem that the Lender has agreed to loan the Total Amount to the Borrower for an

additional one year term (the "Renewal"), and suehTotal Amount shall be deerned to be the Principal Sum

for such purpose with interest thereon at the aforesaid rate again calculated and accruing and becoming due

and payable in the same nranner.as set out above to the Renewal Maturity Date. In the event of such

Renewal, both Parties shall be subjeðt to the terms ofthis Loan Ag¡eement, mutatis mutandis, save thatlJre

Iænder shall not be required to provide tìe certiñiate referred to in Paragraph l0 hereof.

7, Additional Loan: In the event the Lender provides written notice in the form of Schedule "C" hereto to
the Borrower of his or her desiré to loan the Total Amount (as deñned in Faragraph 5) plus an addilional

amount (the "Additional Amount') ar¡ noted on Schedule "C" "td complies with the requirements sst out in

such schedule the Tot¿l Amount sh¿ll not be paid to the l-ender on the Maturity Date, but shall be treated

as an ádvance of a portion of the amount to be loaned to the Borrower on the Maturity Date. Should the

Lender fail to comply with the requirements as set out in Schedule "C",the Bo¡rower shall havethe right in

its sole and unfett€red discretion either (i) to pay the Total Anpunt to the lænder on the Mahrrity Date and

interest will not acctuc after the Maturity Ðate upon either the original Principal Sum or thE Total Amount

in such circumstance, or (ii) may without prior notice deem that the Lender has agreed to loan the Total

Amount to the Borrower for an additional one year term (the "Renewal'), and such Total Amount sh¿ll be

deemed to be the Principal Sum for zuch puqpose with interest thereon at the aforesaid rate again calculated

and accnring and becoming due and payable in the same manner as set out above to the Renewal Maturity

Date. In the e¡r¡ent of such Renewal, both Parties shall be subject to the terms of this Loan Agreeme'nt

mutatis mutandis, save that the lænder shall not be required to provide the certificate re&rred to in
Paræraph l0 hereof.

8. Renen'¡l Notice: Ihe Borrower shall send written notice to the Le¡rder of any Renewal in the form of
Schedule 

*D" her€Ío. In üre ovent of a Renewal, the Maturity Date for sucl¡ Renewal and for the purposes

of this Agreenrent shall be the new Maturity Date as stated on such witen notice. The Lender rnay obt¿in

a Promissory Note reflecting a R€newal from the Borrower, provided that the Ler¡der surrenders any

Promissory Note(s) previously provided by the Borrower. For grcater certainty, thsre shall be no limit as

tothe number of Renewals underthis

9. Prenavmenfl The Borrower may prepay all or any portion of the Principal Sum outstanding together

wiû futèrcst accrued thereon at anytime without notice, Penalty or bonus of any kind.

10. Accredited Investor: Prior to any advance, the lÆnder shall provide to the Borrower a duly er(ec¡¡ted

certificate in the fomr of Schedule 'T" hereto atûesting to the facC that üre Iænfu is an Accredited Investor

as defined therci¡1, tmless the Principal Sr¡m is equal to or ørcoods $150,000.00. If the'Principal Sr¡m is

equal to or er(ceeds $150,000.00, the Lader cærtifies that he, she or it is lending the Princþal Sum as

principal and that the Lei¡der has not been c¡eat€d or is used solely to loau fr¡nds to the Bonower or
otberwise acquireor purchas€ secr¡rities sold or distributd in reliance on the oremptions from regisration

aodprospecnrs reçrirermrts arnailableundsr Sectbû¡ 2.10 ofNational I¡strurrnt 45-106.

ll. Bank Dr¡fts/Certified.Ctequer: All advances and pa¡,meirts by Parties hereunder shall be made by
certified cheque or banl¡ draft drar¡m ø a Canadi¡n chartercd bank

239 Church Street Suite 100 E Oalodlle, Onrario L6J lN.l PH: 905 339 0650 Fax 905 339 0651

ùr'lials
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12. Notices: All'communications þetween the Parties shall be in writing, personally delivered or sent by
registered mail, charges prepaid, ör by facsimile or other means of electronic communication, chargcs

prcpai4 to the address set forth below in this Agreement or to such otl¡er address as a Party hereto may

&om time to time designate to the other in such manner, provided that no communic¿tion shall be sent by
mail pending any tbreaæned or actual postal strike or otlrcr disruption of postal service in Canada. A.ny

communication so psrsonally delivered shall be de€med to have been validly and effectiveþ given and

rcceived on ths date of such delivery. Communications so sent by any meâ¡rs of electronic trar¡smission

mentioned above shall .be deemed to have bæn validly and effectively given and received on the business

day ncxt following the day on which it is s€nt. Communications so sent by mail shatl be deemod to b¿ve

been vatidly and effectiveþ given and received on the fifth business day next following the day on which it
is ser¡t.

13. Tirne: Time shall be ofthe essence in all respects.

14- This Agreement constitr¡tes the er¡tire agreernent between the Pa¡ties and cancels and supersdes ary
prior agreønents, undertakíngs, decla¡ations or representations, writtenor oral in respect to the reldionship

o,f tbe Parties. No amendmen! supplement or waiver of any provision of this Agreemurt sh¿ll in any eveut

be effective unless it shall be in writing and signd by the Pa¡ties. The Lender may not assign, pledge or
othen¡vise transfer this Agroement or the Prornissory Note without the r¡ritten consent of the Borrower.

15. This Agreernent and any dispute a¡isiqg from or in relationto this Agreement shall be govenred b¡ and

inærpreted and e¡rforced in accordance witb, the laws of the Province of Ontario to which jurisdiction the

Párties aÍtom a¡dthe laws of Canada applicable therein" excluding the choice of law rules ofLhat Province.

IN \TTINESS \4IIEREOF the Parties have caused this Agreement to be pefsons.

By:
Corp.

Title:

Address: Address:
239 Church Stræt Suita 100E
Oakvifle, ON L6J lN4
(e05) 3394650

By:

239 Church StreE! Suite l@ Ê, Oalo¡ille, Ontaiio L6J lN4 Ptl: 905 339 0650 Fax 905 339 065 t



C.O Capital
wa¡\¡es

¿ì.

I

(l.n&)it//ú, Ctut4øra N{arch 7,2A09
. FORVALUE RECEIVED C.O. Capital Growth Coç,, hereby promises to pay to

Pero Assets Inc.
' the sum of

Six Mllions Dolla¡s

q 6,000,000:00 plus simple interest at the rate or 35 / per annum

on any unpaid balance oaing as of the Maturity Date in accordance with and subject to the terms of LoanAgreemenU ffi, I57 -C

. between the lender Pero Assets Inc.

and the C.O, Capital Growth dated \204e
for pa¡nern

capitalized terms have the meanings ascribed to them in the
notice of drshonouc protel aôd notice ofprotest

This Promisory Ndte is not assignalCe,ncaciable ortransÊrable
¡sart¡greement unless the contod dherwirc

c.o. I have thc authoriry to bind úe Corporation.



No, 167-B

LOAN AGREEMENT

This Loan Agreement made in duplicate this day April 23, 2009, between lody Mangiardi (the
.o¡,ender") and C.O. Capital Growth Corp. (the "Borrower') (collectively the'?arties').

The Parties agree as follows:

l. The Loan: The Lender agrees to loan to the Borrower and the Bonower agrees to borrow from the

l,en¿er tf,e sum of Four Hundred Thousand Dollars ($400.000.00) of lawful money of Canada (the
..principal Sum') for a term of not less than eight weeks, subject to the terms of this Agreement,

commencing on the date on which good firnds are received by and are satisfactory to the Borrower in

accordance with the terms of this Agreement (the "Advance Date'). For the purposes of this Agreement,

the eigþth week anniversary of the Advance Date shall be the expiry date oftlrc term (the *Maturity Date"),

subject to any Renewal as hereinaffer provided'

2. Interest: The Borrower agrees to pay to the Lender inærest on the Principal Sum at the simple rate of
t"r, p"r.rnt ltO"/"1 calculated from the Advance Daæ and accrued from the Advance Date to the Maturity

Date which interest shall become due and payable upon the daæ the Principal Sum is repaid in full.

IN WITNESS \ryHEREOF the Parties have caused this Agreement to be executed by authorized persons.

By: By:

Name: Peter
Title: Preside,nt

Address: Address:
239 Church Street, Suite 1008
Oalville, ON L6J lN4
(90s) 339-06s0

Corpc

239 Church Street, Suite 100 E, Oakville, Ontario L6J I N4 PH: 905 339 0650 Fax 905 339 065 I



No. CO 010

LOAr{

This Loan. Agreement made in' duplicatç this of 4uri122.2009. betrveenC.O. Capitat

Çrowth (the "trænder')' and E.M,B. Asset GrouP Inc. (the "Borrolvet'') (collectively the

'?arties"). 
.

The Parties agrceas follows:

1. The Loan: The lændpr 4grees to loa1 t9I* Boo:yo3qd 4t þorrower agrpes to bonoW

Aoã-ú"-L6-rd"r.rhe qum of-Four Hun&ed Twenty Five;Thousand.Pollars ($a25.090.001 of
l"*ff ;.""y of Canada (the lp¡¡"qfu¡ Sum') for a terrr of eight wéekS, subject to the tems of
this Agreemen! comrirenciag. o+ the :date on which good 

f13.|s :*" ltt"ty+- b1..31d are

satisfaõory to the Borrotûer"in accordãnce with the,tenns of this Agreement (the "Advance'

o¿,";1.

2. Interp.st: The Borrower agrees to pay to the Le.ude¡ interest o.n the Prìncipal Sirm at the simple

*@'calculÀted froq the Advance Datq and accr$ed fröm thg Advance

äåi, i interest snan becomç dueiand'payable upon the date the

Principql Sum is rePaid in tull. ; .

3, Repavment: The Borrowcr agrees to-regay the,tenderlat'üe Þ,onoye1's ed:clress as-not9d

U"tow-ot ut *y other p¡ace in Cagada that the Borrolver may give uotice.of iri 'nniting in

accordance wrth th9 Notice proviçions of this Agreemelrt , . 
.

,..'

4. ReneTval: In the eventthe'Len{er provides written notice in tbe form'of Schedule l'4" hereto

to the Berrower, not lqss than 45 days pior to the MatruityDate,_thg Principal Sr¡m,anóacc,lued

interest thereop (referred to as the."Tot¿il Amounf) will be payable tro'the Lender on the Mafurity '

Date. Interest will not accrueafte¡ the Maturity Date in zuch qircrrrllstånce. If the Londer fails tb

provide quch written notioe,. the Bqrrowern in íts sole and r¡nfetterod discretion shall have the

äption,without prior notice,lo d."* that tne Le¡rder has aqryed to-lo-* the fo..tal emount t9. t,|"
Booo*"t for ag additionat one. year tgrm (tlie "Renewal'), ând thç Total Anor¡nt. shall be

deemed to be the Prinoþat Sum for çqch purpose wilh interesttherpon atthe aforesaid rate agaiir

caiculated and accruing-and becoming due and payable 'in thè same manner ås set out âbove. to
the Renewal Mahrity Date. In the event'of sr¡ch Renewal, both P'artiEs shall be subject to the

terms of this Loan Agreemen! mutatß mutøndis; save that the 'Lender sh¿ll not be required'to
provide the oertificate-referred to in Paregaph'l0 hereof.. . ' ' '

S. Parti¿J RepaVment: In the çvent the'ted+¡ provides rvritten notioe in the,fo.rm of Schedulq

"8" hereto fo the Borower, not less.'than 45 drrys þrior to the N{aturity Dàtd, the portion of the
principal Sum and accrued interest thereon as npted ôn Schedule "B" (referrêd to as the'?artial

ñ
initia

[v.08/12l15] ,r__ -_._-
np¡.n.n""étGrorrphc. : 225ChurchSrreet,Oalcville,ONL6JlN4- . Tel¡905-337-1176 Fex¡9a5437-15O7



5. Partial Renavment: Ila the eve¡t the Lende¡ provide$written notice in the foim of Schedule
,,Bffiwer, not less thari 4f .days prior to ttre Mæurity Date, the portion of the

Principal Sr¡m and accn¡ed interest thereon as noted on Schedule."B" (referred.to as the'?artial
Amo¿nt?') witl be payable to the Lender on the Matudty Datø Interest'wi.ll 4ot accrue'on the
partiat Amsunt aftA 

-fhe 
Matuity Datg in suph circdrnstarice; Should the Lender fail to comply

with the ¡equirements as'set out iq Schedule "8", thê Borrower qhall liave the option without
prior notice, i" itr Sole and unfettered discreüonto eithtr (i) detennine thqt the Total Amormt,is
due and payable to the'Lender on the Matwity Date and intergst will not accrue after the Matulity
Date upon either the original Priricipal Su4aor such:Total Amount rq such , ot (ii)
deem thæ the Lender rys qgreed to loåm the Total'Amòunt to the BorroWer for an additional one

y"* t"r* (the "Renewä),-a¡rd zuch Total Amanrnt shäl be deemed to be. the Principal Sum for
such purpose with interest thereon at'the aforesaid rate again çalculated and accruing and

becoming due and payable in the same manirer as set out above tp thg Renewal Maûrity Date. In
the event of such Renewal, both Parties shall be subject to the telnrs'of this Loan Agreemen!
.mutatis mutandís, save that the Lendel shall notbe required to provide the certificate referred.:to

in Paragraph l0hereof.

6. Addition4t Loaú: Ilr the ev.ent ttre Lender provides'r¡nitten notice in the fonn of Schedule "C"
hereto to the'Borrower of his or her.desire'to loan the Tot¿l Amotmt (as defined in Paragraph 5)
plus an additional amor¡nt. (the."Additioqal Amount:) as noïed on Schedule l'C".and complies
with the requirements,set out in such scåedulco thg Tgtal Amount shall not be paid tq the Lpndçr
on the Matruity,Datq, but shall bc tcated as au advahce of a.portion of tlre amougt to be loaned
to the Borrower on the Maturit¡r Date,. Should the Lender fail to comply with the requirements as

set out.in Schedule "C", the Börrower shall have,the option, without prior notice in its. sole and
unfettered discretion to either.(i) pay the Total Amormt to the Le:rder ón;the Maturity Date and
interest will not accrue after the Matruity Date qpon either the o¡giqal pdncipal Sr.rur õr the Total
Amount in such circr¡mstance, or (ii) dsèm that the l;ende,r has agreed.to loan thg Total Amount
to the Borrower for an.atlditional one year temr (the "Renewal':), a4 such TotalAmount shatl be
deemed to be the Principal Sum for such purpose with intere.st thereon at the aforesaid rate agei¡¡
catculated and accruing and.becoming due and payable in the sape manner as set out above'to
the Renewal Maturity Date. In the event of zuch Rençw.al,.both Parties shall be subject to the
tenns of this Loari AgreemenL mutat.ís mutandis, savê that fhe Lender shall not be required'to
provïde the certific¡ite- referred to in Paragraph 10 herêpf

T..Renewal lfotice: fire Borrower shall send wriuen irotice tothe Lender of any Renewal in the
fonn of Schedule "Dl''hereto. In the'event of aRenewal, thb Maû¡rity Date for such Renewal for
the purposes of this Agreement shall.be the r.icw Matufity Date as stated on zuch written notice.
The-Lender may obtain a Promissory Note reflecting a Renewal from the Borro.wer, provided.that
the Lertdqr sr¡rrenders any Promissory Note(s) previous[y provided by the Borrower... For greater
certainty, there shalt be'no limit as'to'the number of Renewals r¡nder this Agreãmen¡.
Notwiú;tanding the foregging and irrespective of whether. the Lender lias providçd ìts notice
requesting a renewal of the Loan Agreement, any renewal of the Loan egreement sh¿t Ue inthe
sole and unfettered discretion of the Borrower.

@
initia

[v.08/t2l15]
E.ÞI.¡. Asset Group Inc. 225 Church Streeq Oakville, ON þ6J rNa rel 905-33 7-tlt6 Fax: g05-33t1_tia7



g. prepavnient: The Borrowe¡ may p¡epay all sr any.portion.of,the Princlpal suo outsta4ding

t e.i[ãffif"*st acuued the.red rit any.tiuie without.notice, penalty oi-bonus of any kind.

Upon firll ,repayment of the princþal $um rogethtr with intere.,lst as afoqesaidl. this Loan

Ã-gt""*""t rbtlíb***" null and vojd',

9. Accredited Invesioi: prior to any advan€e, the I,ender shall provide to the Bonower a'duly

executed.certiñcateTîhe forrr of sðtrøute "F'hereto æesiing to .the fact that thç Lendçr is,an

Accredited Investor. as defined therein, *terp the Prinçipal Sum i1 equal to .or gxcegds

$150,000.00. If th; pti*ipuf Surn is equal to or exceeds $150,0q0:p9'q" Lender certifres that

h;;;ú; ;; I ir t"oaiog'the Þrincipal sum as priucþd'qd that the Lender has not been crerited or

is used solely to loan.fi¡nds to the Borro.wé¡'or otherwise acquire or.nlrcnase secr¡rities sold or

¿irtiUot"¿ in relianoe on the exgmþtions from registmtion and prospécius requirements'available

under Section 210 of National Instnrurent 45-106' '

tr¡. Bank Diafts/Çertified Cheqqesi All aCvances and'palments b.y Parties hereunder shall be'

rtr¿ on a Canidian chartereqb*k. 
:

11. Notices: All communications þetweel the,Parties lM b: in urniting, persgnatly deliv.ered or

**ffi.øsþred mail, charges prepaid, or by facsimile o1 oþer_ meâns of eleotronic

ò"***ri"uãor," charges,bt euid" to-the addres¡,'set forth belolr¡ i" thi: LoT Agreeryent or to

such other address *ã r*ty n"reto may &om time to time degignate to the .othel in such gag""t
provided that no cornmunication rhq be qent by mail pending any thrqatened or. actual postal

,uif." or other disÀption of poStal service iú 
-Cag1q. 

Any, cofluüaiçation so pgrsonatly

àJtivere¿ shall bç deemed to hale been validþ and effectivcly gvsr and received on the drye.o{.

such,delivery. Communications'so,.sent by any means of electonic tansmission mentioned

above shall be deemed to have been validly and effectivgly given ârnd received,on thg.business

day nextfollowing the day on which it is sent. CoqmunitPqe":.1: l,*l,by mqjl shall b: 9:tqtd
to have been validly and effectively given andieceived on th.e fiffù:busjness day next following

ttrc day on which it is sen! , ,

12. Time: Time shal'lbe of the esserice in atl rÞspects' . , ,, l

13r'-@' This l;oan Agreernent constitutes the entire agreement between the
pa*i[¿r1¿ çancels and supers"d"Ê any 'prior agteemg¡ts, undertaki4gs, declarations or

representations; written or oral in rqspect to thq relationshlp_.of the,Parties. No amendment

*þf.*"ry gl -*.ui"-er 
o.f,anV nr.olfron gf this,Loan Agrêémeint shatl in any event-be effective

*tl"sr it shall be in'vuriting and signed by the fartigl. The.Lender niay not,asslgn; pledge 
-or.

otherwise transfer this Loan A.greomeni or the Promissorl Note withorrt the v¿rifien consent of
theBorrower

14. Jurisdlction: This Loan Agreelent and any dispUte arising from-gr in relation to-this Loan

Agreement Jnall be governed b¡ and interpreted and enforced.in accordance with, the laws ofthe
province of Ontario to which jr:risdiction the Parties attom and thc larys of Canada applicable

therein, excluding the chôice of law rules of thatProvinrce. .

@
initia

lv.08/t?l5l
n.n¿S; Asset GrouP Inc. 225 Church Stre'et, Oakville, ONL6J 1N4 Tel 905-317-117ó Fa* 90!-337-t5O7
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try WTIIYESS. WIIEREOX' the Par-ties have caused this Loaq .Agrèernent'.to be. executed by

arrthoriæd persons.

By;By:
C.O. Capital Growth
.AuthoiidOfficg:
Namg: Petsr Sbaraglia
Title: Presidæt .

Addrçss , ."- .

239'Chrncû Stræt
Oalryiller ON IéJ lN¡$

Ino.
ûfficer:

Name: Robrxt Maútter
Îiils Prçsirtent .

Addres.s:., , '

225 Chnchstregt ' -

oalrrdlle, oN 19¡ IN4

*{sset

lv.us/tùt'l
E*ef.B. AsetG¡oupInc. ?25Church'SreeqQatÀdlle",ONl6J11-rl4 ,T!ü:91t5.332-1l76,':Fu:905-33?-tSû?
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No. 17GC
LOAN AGREEMENT

This Loan Agreement made in duplicate this day lune 2, 20A9, between Sesto & Anne
Deluca (the "Lender") and C.O. Capital Growth Corp. (the "Borrower") (colleøively the
"Parties").

The Parties agree as follows:

l. The Loan: The Lender agrees to loan to the Borrower and the Borrower agrees to borrow
from the Lender the sum of Five Hundred Thousand Dollars ($500,000.00) of lawfut money of
Canada (the "Principal Sum") for a term of not less than one year, subject to the terms of this
Agreement, commencing on tle date on which good funds are received by and are satisfactory to
the Borrower in accordance with the terms of this Agreement (the "Advance Date"). For the
purposes of this Agreement, the first anniversary of the Advance Date shall be the expiry date of
the term (the "Maturity Date"), subject to any Renewal as hereinafter provided

2. Interest. The Borrower agrees to pay to the Lender interest on the Principal Sum at the
simple rate of ten Percent (100á) per quarter calculated from the Advance Date and accrued from
the Advance Date to the last business day of the next quarter.

3. Reoayment: The Borrower agrees to pay the Lender the interest earned at the end of each
quarter at the Borrower's address as noted below or at any other place in Canada that the
Borrower may give notice of in writing in accordance with the Notice provisions of this
Agreement.

4. Prepavmer,rt: The Borrower may prepay all or any portion of the Principal Sum outstanding
together with interest accrued thereon at anytime without notice, penalty or bonus of any kind.

5. Accredited fnvestor: Prior tò any.advance, the Lender shall provide to the Borrower a duly
executed certificate in the form of Schedule "F' hereto attesting to the fact that the Lender is an
Accredited Investor as defined thereirç unless the Principal Sum is equal to or exceeds
$150,000.00. If the Principal Sum is equal to or exceeds $150,000.00, the Lender certifies that
he, she or it is lending the Principal Sum as principal and th¿t the Lender has not been created or
is used solely to loan funds to the Borrower or otherwise acquire or purchase securities sold or
distributed in reliance on the exemptions from registration and prospectus requirements available
under Section 2.10 ofNational Instrument 45-106.

6. Bank Drafts/Certified Cheques: All advances and payments by Parties hereunder shall be
made by certified cheque or bank draft drawn on a Canadian chartered bank

7. Notices: All communications bêt\¡/een tbe Parties shall be in writing, personally delivered or
sent by registered mail, charges prepaid, or by facsimile or other means of electronic
communicatioti, charges prepaid, to the address set forth below in this Agreement or to such
other address as a Party hereto may from time to time designate to the other in such manner,
provided that no communication shall be sent by mail pending any threatened or actual postal
strike or other disruption of postal service in Canada. Any communication so personally

239 church street, suite 100 E, oalvitle, ontario L6J tN4 pH:905 339 0650 Fax 905 339 065l



delivered shall be deemed to have been validly and effectively given and received on the date of
zuch delivery. Communications, so sent by any means of electronic transmission mentioned
above shall be deemed to have been validly and effectively given and received on the business
day next following the day on which it is sent. Communications so sent by mail shall be'deemed
to have been validly and effectively given and received on the fifth business day next following
the day on which it is sent.

8. Time: Time shall be of the essence in all respects.

9. This Agreement constitutes the entire agreement between the Parties and cancels and

supersedes any prior agreements, undertakings, declarations or representations, written or oral in
respect to the relationship of the Parties. No amendment, zupplement or waiver of any provision
of this Agreement shall in any event be effective unless it shall be in writing and signed by the
Parties. The Lender may not assigrq pledge or otherwise transfer this Agreement or the
Promissory Note without the written consent of the Borrower.

10. This Agreement and any dispute arising froin or in relation to this Agreement shall be
governed by, and interpreted and enforoed in accordance wittr" the laws of the Province of
Ontario to which jurisdiction the Parties attorn and the l¿ws of Canada applicable therein,
excluding the choice of law rules of that Province.

IN VI{TNESS WHEREOF the Parties have caused this Agreement to be executed by authorized
persons.

By:
Sesto & Anne Deluca

Peter G
Title:President

Address Address:
239 Church Street Suite 1OOE

Oakville, ON L6J 1N4
(e0s) 33e-06s0

By:
c

239 Church Street Suite 100 E, Oalo¡ille, Ontario L6J I N4 PH: 905 339 0650 Faxr 905 339 065 I
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No. 177-M

LOAN AGREEMENT

This Loan Agreement made in duplicate this day fune 2,2009, between Ioe Radice (the
"Lender") and C.O. Capital Growth Corp. (the "Borrower") (collectively the'?arties").

The Parties agree as follows:

l. The Loan: The Lender agrees to loan to the Borrower and the Borrower agrees to borrow
from the Lender the sum of One Hundred & Fifty Thousand Dollars ($150.000.00) of lawful
money of Canada (the "Principal Sum') for a term of not less than one year, subject to the terms
of this Agreement, commencing on the date on which good funds are received by and are
satisfactory to the Borrower in accordance with the terms of this Agreement (the "Advance
Datd'). For the purposes of this Agreement, the first anniversary of the Advance Date shall be
the expiry date of the term (the "Maturity Date"),. subject to any Renewal as hereinafter
provided.

2. Interest: The Borrower agrees to pay to the Lender inte¡est on the Principal Sum at the
simple rate of Eight Percent (87o) per quarter calculated from the Advance Date and accrued
from the Advance Date to the last business day ofthe next quarter.

3. Repavment: The Borrower agrees to pay the Lender the interest earned at the end of each
quarter at the Borrower's address as noted below or at any other place in Canada that the
Borrower may give notice of in writing in accordance with the Notice provisions of this
Agreement

4. Prepavment: The Borrower may prepay all or any portion of the Principal Sum outstanding
together with interest accrued thereon at anytime without noticg penalty or bonus of any kind.

5. Accredited Investor: Prior to any advance, the Lender shall provide to the Borrower a duly
executed certificate in the form of Schedule "F" hereto attesting to the fact that the Lender is an
Accredited Investor as defined therein, unless the,Principal Sum is equal to or exceeds
$150,000.00. If the Principal Sum is equal to or exceeds $150,000.00, the Lender certifies that
he, she or it is lending the Principal Sum as principal and that the Lender has not been created or
is used solely to loan funds to the Borrower or otherwise acquire or purchase securities sold or
distributed in reliance on the exemptions from registration and prospectus requirements available
under Section 2.10 of National lnstrument 45-106.

6. Bank Drafts/Certified Cheques: All advances and payments by Parties hereunder shall be
made by certified cheque orbank draft drawn on a Canadian chartered bank

7. Notices: All communications between the Parties shall be in writing, personally delivered or
sent by registered mail, charges prepaid, or by facsimile or other means of electronic
communication, charges prepaid, to the address set forth below in this Agreement or to such
other address as a Party hereto may from time to time designate to the other in such manner,
provided that no communication shall be sent by mail pending any tlreatened or actual postal
strike or other disruption of postal service in Canada. Any communication so personally

239 Church Street, Suite 100 E, Oafrville, Ontario L6J I N4 PH: 905 339 0650 Fax 905 339 065 I
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delivered shall be deemed to have been validly and effectively given and received on the date of
such delivery. Communications so sent by any means of electronic transmission mentioned
above shall be deemed to have been validly and effectively given and received on the business
day next following the day on which it is sent. Communications so sent by mail shall be deemed
to have been validly and effectively given and received on the fifth business day next following
the day on which it is sent.

L Time: Time shall be of the essence in all respects.

9. This Agreement constitutes the entire agreement between the Parties and cancels and
supersedes any prior agreements, undertakings, declarations or representations, written or oral in
respect to the relationship of the Parties. No amendment, supplement or waiver of any piovision
of this Agreement shall in any event be effective unless it shall be in writing and signed by the
Parties. The Lender may not assign, pledge or otherwise transfer this Agreement or the
Promissory Note without the written consent of the Borrower.

10. This Agreement and any dispute arising from or in relation to this Agreement shall be
governed by, and interpreted and enforced in accordance wit[ the laws of the Province of
Ontario to which jurisdiction the Parties attor'n and the laws of Canada applicable therein,
excluding the choice of law rules of that Province.

IN WITNESS WHEREOF the Parties have caused this Agreement to be executed by authorized
persons.

By:
Joe Radice C.O. Capital Growth Corp.

Authorized Offrcer:
Name: Peter G. Sbaraglia
Title: President

Address: Address:
239 Church Streeq Suite lOOE
Oakville, ON L6J 1N4
(eos) 33e-06s0

By:

239 Church Street Suhe l00 E, Oalo¿ille,Ontario L6l lN4 PH:905 339 0650 Fax:905 339 065 I
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mw
No. 179-C

LOAN AGREEMENI.

This Loan Agreement made in duplicate this day of Jqly 21. 2009., between Gary Mcintosh (the

.,Lender,1 and C.O. Cãp¡tut Growth Corp. (the "Borrower') (collectively the'?arties')'

The Parties agreo as follows:

l. The Loan: The Lender agrees to loan to the Borrower and the Borrower agrees to borrow from the

rrn¿o tn" sum of One Hundred And Four Thousand($104.000.001 of lawftl money of Canada (the

..principal Sum") ør u tet- òinot less than one year, subject to the terms of this Agreemen! commencing

on the date on which good funds are received by and are satisfrctory to the Borrower in accordance with

the terms of this Agieernent (the "Advancr Date'). For the purposes of this Agreement the first

uorrinri.rry of the A{rrance Ðate shall be the expiry daæ of the ærm (the "Maturþ Date ), subjeot to any

Renewal as hereinafter Provided-

2. promissory Note: The advance of the Principal Sum shall be evidenced by a promissory note, (the

"Piomissory Note") in the form of Schedule "E" hereto'

3. I¡úgfg't: The Borrower agrees to pay to the Lender interest on ttre Principal Sum at the simple rate of
Trñtv Five percent (25olo) per Í¡nnum calculated from the Advance Date and accrued from the Advance

D"t t" thr M"hrrity Date which interest sh¿ll become due and payable upon the date the Principat Sum is

repaid in full.

4, Reoavment: The Borrower agrees to repay the Lender at the Borrower's address as noted below or at

*V otfr". pfu"r in Canada that the Borrower may give notice of in writing in accordance with the Notice

provisions of this Agreement.

5. Renewal: In the event the Lender provides written notice in the form of Schedule "4" hereto to the

go.ro*"t, not less than 45 days prior to the Maturity Date, the Principal Sum and accrued interest thereon

(referred io as the ..Total Amount') will be payable tgtttj Lender on the Maturity Date. Interest will not

accrue after the Maturity Date in such circumstance. If the Lender fails to provide such written notice, the

Borrower, in its sole and unfettered discretion, may without prior notice deem that the Lender has agreed to

loan the Total Amount to the Borrower for an ¿dditional one year term (the o'Renewaf'), and the Total

Amount shall be deemed to be the Principal Sum for suctr purpose with interest thereon at the aforesaid rate

again calculated and accruing and becoming due and payable in the sa¡ns manner as set out above to the

Renewal Maturity Date. In the event of such Renewal, both Pa¡ties shall be subject to the terms of this

Loan Agreement, mutatis mutandis, save that the Lender shall not be required to provide the certificate

referred to in Paragraph 10 hereof.

6. partial Repavment: In the event the Lender provides written notice in the form of Schedule "8" hereto

to the Borrower, not less tlun 45 days prior to the Maturity Date, the portion of the Principal Sum and

accrued interest thereon as noted on Schedule "8" (referred to as the "Partial Amount") will be payable to

the Lender on the Maturity Date. Interest will not accrue on the Partial Amount after the Maturity Date in

such circumstance. Should the Le,nder fail to comply with the requirements as sst out in Schedule'Tl', the

Borrower may, without notice, in its sole and tmfettered discretion either (i) determine that the Total

Amount is due and payable to the Lender on the Maturity Dare and interest will not accrue after the

Maturity Date upon either the original Principal Sum or such Tot¿l Amount in such circumstance, or (ii)
@

initia
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may without prior notice deem that the Lender has agreed to loan the Total Amount to the Borrower for an

adciitional one ye¿¡ term (the "Re,newal"), and such Tot¿l Amount shall be deemed to be the Principal Sum

for such prrrpo." with inærest tlpreon attlrc aforesaid rate again calculated and accruing and becoming due

ana payaUtJ in the sÍtme ma¡rner as set out above to the Renewal Maturity Date. In the event of such

Reng'wal both Parties shall be subject to the terms ofthis Loan Agreement, mutatis mutandis, save that the

Lendor shall not be required to provide the certificatp referred to in Paragraph 10 hereof.

7. Additional Loan: In the event the lænder provides written notice in the form of Schedule "C" hereto to

the Borrower of his or her desire to loan the Total åmount (as defined in Paragraph 5) plus an additional

amount (the "Additional Amount") as noted on Schëdule "C" a¡td complies with the requirements set out in
such schedule, the Total Amount shall not be paid to the Lender on the Maturity Date, but shall be treated

as an advance of a portion of the amount to be loaned to the Borrower on the Maturity Date. Should the

Lender fail to comply with the requirements as set out in Schedule "C", the Borrower shall have the right in
its sole and unfettered discretion either (i) to pay thc Tot¿l Amount to the Lender on the Maturity Date and

interest will not accrue after the Maturity Date upon either the original Principal Sum or the Tot¿l Amount

in such circumstance, or (ii) may without prior notice deem that the Lelrder has agr.eed to loan the Total
Amount to the Borrower for an additional one yeæ term (the "Renewal"), and such Total Amount shall be

deemed to be the Principal Sum for such purpose with interest thereon at the aforesaid rate again calculated

and accruing and becoming due and payable in the same manner as set out above to the Renewal Maturity
Date. In the event of such Renewal, both Parties shall be subject to the terms of this Loan Alreement,

mutatis mutandis, save that the Lender shall not be required to provide the certificate referred to in
Paragraph l0 hereof.

L Renewal Notice: The Borrower shall send written notice to the Lender of any Renewal in the form of
Schedule "D" hereto. In the event of a Renewal, the Maturity Date for such Renewal and for the purposes

of this Agreement shall be the new Maturity Date as state.d on such written notice. The Lender may obtain
a Promissory Note reflecting a Renewal from the Borrower, provided that the Lender surrenders any

Promissory Note(s) previously provided by the Borrower. For greater certainty, there shall be no limit as

to the number of Renewals under this Agreeme'lrt.

9. Preoavment: The Borrower may prepay all or any portion of the Principal Sum outstanding together

with inærest accrued thereon at anytime without notice, penalty or bonus of any kind.

10. Accredited Investor: Prior to a¡ry advance, the Lender shall provide to the Borrower a duly e¡recuted

certificate in thc form of Schedule "F' hereto attesting to the fact that the Lender is an Accredited Investor
as defined therein, unless the Principal Sum is equal to or exceeds $150,000.00. If the Principal Sum is
equal to or exceeds $150,000.00, the Lender certifies ttrat he, she or it is lending the Principal Sum as

principal and that the Lender has not been created or is used solely to loan ftnds to the Borrower or
otherwise acquire or purchase securities sold or distributed in reliance on the exemptions from registration
and prospectus requirements available under Section 2.10 ofNational Instn¡ment 45-106.

11. Bank DraftslCertified Cheoues: All advances and payments by Parties hereunder shalt'be made by
certified cheque or bank draft drawn on a Canadian chartered bank

w
inilia
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12. Notices: All communications between the Partias shall be in writing, personally delivered or surt by

registered mail, charges prepaid" or by facsimile or other means of electronic communication" charges

prepaid, to the address set forth below in this Agreement or to zuch other address as a Party hereto may

irom time to time designate to the other in such manner, provided that no communication shall be sent by

mail pending any tfueatened or actual postal strike or other disruption of postal service in Canada. fury
communication so personally delivered shall be deemed to have been validly and effectively given and

received on the date of such delivery. Communications so sent by any means of electronic trarismission

meirtioned above shall be deemed to have been validly and effectively given and received on the business

day next following the day on which it is sent. Communications so se,nt by mail shall be deemed to have

been validly and effectively given and received on the fiftl¡ business day next following the day on which it
is sent.

13. Time: Time shall be ofthe essence in all respects.

14. This Agreeme,lrt constitutes the entire agreement between the Pa¡ties and cancels and supersedes any
prior agreements, undertakings, declarations or representations, written or oral in respect to the relationship

of the Parties. No amendment, supplement or waiver.of any provision ofthis Agreement shall in âny event

be effective unless it shall be in writing and sigued by the Parties. The Lender may not assþ, pledge or
otherwise transfer this Agreement or the Promissory Note without the writæn consent of tl¡e Borrower.

15. This Agreeme,lrt and any dispute arising frorn or in relation to this Agreement shall be governed by, and

interpreted and enforced in accordance with, the laws of the Province of Ontario to which jurisdiction the
Parties attorn and the laws of Canada applicabletherein, excluding the choice of law rules of tbat Province.

IN WITNESS WHEREOF the Parties have causedthis Agreement to be executed by authorÞed persons.

By:
C.O. Capital Growth Corp
Authorized Officer:
Name: Peter G. Sbaraglia
Title: President

Address: Address:
239 Church Street, Suit€ l00E
Oakville, ON L6J lN4
(90s) 339-06s0

By:

239 Church Street, Suite 100 F, Oakville, Ontario L6l I N4 PH: 905 339 0650 Fax: 905 339 065 I
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Mander Group
and

Client Companies.

LOAI\AGREEMENT c)IO- O7TIO6-A

ìdc
JThe "Lendero':

The'oBorrower":

1. Loan
The Lender hereby lends {ta (the "Loan Amount")
to the Borrower aperiod of one year o6
to >-aÒ (which shall be known as the

End

2. Interest on Loan
Borrower agtees to pay Lender 30% simple annual interest on the Loan A¡r¡ount. Any
income eamed by Borrower through investment of the Loan Amount in excess of the
30% interest cost shall be divided equally between Lender and Borrower.

3. Loan Agreenrent Termination and Renewal
a) Neither ttre Lender nor the Borrower may not terminate the Loan Agreement

before Loan End Date rmless ageed to in uniting by both parties;
b) At least 10 business days prior to Loan End Date, Lender shall send to Borrower

written notice indicating whether Lender wishes to terminate Loan Agreement on
Loan End Date, or to renew Loan Agreement in accordance with subparagraph
3(c) hereof;

c) Lender may renew Loan Agreement for another one year period in which case a

new Loan Agreement speciffing amount, dates, rate of interest and other
particulars will be signed by both parties;

d) In the event Lender indicates a wish to terminate Loan Agreeme,nt on Loan End
Date in accordance with subparagraph 3(b) hereoi Bonower shall repay Loan
Amount plus any interest owing as provided inparagraph 2 hereofto Lender
within 10 business days of Loarr End Date. Borrower shall also pay to Lender
50Yo of income earned through investnent in excess of the 30% interest cost
within 10 business days of Loan End Date.



4. Giving of Notice
Any notice that must be given under this [,oan Agreement will be given by delivering
it in person or by mail or by fa>r at the respective addresses listed below. Any notice
mailed is deemed to be received onthe 5- business day from date of mailing.

5. Transactions
All transactions between Borrower and Iænder will be through bank draffs.
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