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8:30 PM 1703858 Ont In¢. Burlington

Balance Sheet
As of 2 May 2017

2017-05-02
Acerua! Basis

989

ASSETS
Current Assels
Chequing/Savings
RBC 100-414-2

Total Chequing/Savings
Total Current Assets
TOTAL ASSETS

LIABILITIES & EQUITY
Liabilities
Current Liabllities
Other Current Lilabilitles

Due from Legacy Lane
Due to Lafontaine
Due to McMurray
Due to Memory Care Burlington
Due to Memory Care Investments
Due to Memory Care Kitchener
Dus to Memory Care Cakviile
Due to Scoflard Development Cor
Due to Textbook Ross Park
Due to Textbook Student Suites
Due to TSI
GST/HST Payable
Loan from Scollard

Totat Other Current Liabilities
Total Current Liabilities
Total Liabllities
Equity
Retalned Earnings
Net Income
Tolal Equity

TOTAL LIABILITIES & EQUITY

«17,790.00
-88,000.00
163,910.00
773,915.67
-628,160.00
-420.00
16,245 00
-29,800.00
-50,000.00
108,000 00
-2,200 00
-12,756 29
25,000 00

944 38
257,944 28

257,844 38

257 903 26
-16.00

257.921 26
23.12

Masn 4
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COURT FILE NO: CV-17-11689-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SCOLLARD DEVELOPMENT
CORPORATION

AND IN THE MATTER OF A MOTION PURSUANT TO SUBSECTION 243(1) OF THE
BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. 1980, C. C.43, AS AMENDED

FIRST REPORT OF
KSV KOFMAN INC.
AS RECEIVER AND MANAGER

APRIL 5, 2017

1.0 Introduction

1. This report (“Report”) is filed by KSV Kofman Inc. ("KSV") as receiver and manager
of the real property ("Real Property") registered on title as being owned by Scollard
Development Corporation (the “Company”), and of all of the assets, undertakings

and properties of the Company acquired for or used in relation to the Real Property

(together with the Real Property, the "Property").

2. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the

“Court”) made on February 2, 2017 {the “Receivership Order"), KSV was appointed
as the receiver and manager (“Receiver”) of the Property.

3. The principal purpose of these proceedings is to complete a transaction that

maximizes value for the Company's creditors,

1.1  Purposes of this Report
1. The purposes of this Report are to:

a)  provide background information about the Company;

by  summarize the recommended marketing process to solicit offers for the
development and/or sale of the Property (the. "Strategic Process"), including
the retention of TD Comerstone Commercial Realty Inc. (“TD") to act as listing

agent for the Property;

ksv advisory inc.



c) provide the Receiver's preliminary findings concerning its review of the
Company’s receipts and disbursements for the period April 1, 2014, the date
the Company appeared to have opened its bank account, to February 2, 2017,
the date of the Receivership Order; and

d) recommend that the Court issue an order, among other things:

. approving the Strategic Process, including the retention of TD as the
listing agent;

. approving the activities of the Receiver as described in this Report; and

. sealing the confidential appendices until further order of this Court.

1.2 Restrictions

1.

In preparing this Report, the Receiver has relied upon unaudited financial
information of the Company and discussions with the Company's accountant,
SourcePoint Business Group Inc., and the Company's legal counsel, Harris & Harris
LLP ("Harris”). The Receiver has not performed an audit or other verification of such
information.. The financial information discussed herein is preliminary and remains
subject to further review, including the information discussed in Section 5 below.
The Receiver expresses no opinion or other form of assurance with respect to the
financial information presented in this Report.

2.0 Background

1.

The Company purchased the Real Property in September, 2014, The Real Property
is Jocated in Whitbhy, Ontario and comprises approximately three acres.

The Company intended to develop a project known as “Boathaus” on the Real
Property. Boathaus is presently intended to be a five-story condominium consisting
of 291 residential units. The Company was considering adding a sixth story with an

.additional 74 residential units. As part of its development efforts, the Company pre-

sold 214 units and collected approximately $8 million in deposits. The deposits are
being held by Chaitons LLP and are not being used by the Receiver to fund these
proceedings or for any other purpose.

The only structure on the Real Property is a single storey 7,500 square foot
commercial building that was renovated by the Company so that it could be used as
the project sales centre.

John Davies is the sole director and officer of the Company. The Receiver
understands that the Company’s shareholders are Aeolian Investments Ltd.
(“Aeolian”) (50%) and Erika Harris (50%). The Receiver understands that Aeclian is
owned by Mr. Davies’ wife and children®. Ms. Harris is the mother of Greg Harris, a
partner at Harris.

" This information is sourced from the Affidavit of John Davies sworn December 6, 2016 in support of the Company's
and certain related entities’ application for protection under the Companies’ Creditors Arrangement Act.

ksv advisory inc,
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2.1 Creditors

2,11 Downing Street Financial Inc.

1.

Pursuant to the Receivership Order, the Receiver was authorized to borrow $3.5
million from Downing. Street Financial Inc. (“Downing Street"} under a Receiver's
Certificate (the “Downing Street Facility”). Downing Street was granted a charge on
the Property (other than the deposits). At the commencement of the receivership,
Downing Street advanced the Receiver all funds available under the Downing Street
Facility. In accordance with the Receivership Order, the Downing Street Facility was
used to repay a mortgage in the amount of approximately $2.5 million owing to Firm
Capital Mortgage Corporaticn (“Firm Capital’) and the remaining funds are being
used to fund the costs of these proceedings.

2.1.2 Scollard Trustee Corporation

1.

Scollard Trustee Corporation (“STC") raised monies from investors through
syndicated mortgage investments. STC then entered into a loan agreement with the
Company for the full amount of the funds advanced by investors, secured by a
mortgage over the Property. STC is a bare trustee and is responsible for holding
and administering the mortgage. The STC debt ranks behind the Downing Street
Facility.

As of the date of the receivership, the Company’s indebtedness to STC totalled
approximately $14.1 million; interest and costs continue to accrue on this debt.

Pursuant to an order of the Court dated October 27, 2016, Grant Thornton Limited
was appointed the trustee (“Trustee”) of STC and several related entities under
Section 37 of the Morfgage Brokerages, Lenders and Administrators Act, 2006, $.0.
2006, c. 29, as amended. The application to appoint KSV as Receiver was brought
by the Trustee.

2.2 Ofther Creditors

1.

Trisura Guarantee Insurance Company and Everest Insurance Company of
Canada (jointly, the "Sureties”) provided bonds to Tarion Warranty Corporation
("Tarlon™) in connection with certain liabilities that may accrue to Tarion in
connection with the Boathaus project. As of the date of the receivership, the
amounts, if any, owing to the Sureties are unknown; however, they are not
expected to be significant. The Receivership Order provides that Trisura will be
paid, in full, for any and all losses, damages, liabilities, costs and expenses owed
to it from any proceeds of sale resulting from a transaction in respect of the
Property.

According to searches conducted of the Land Titles Office (Toronto), three liens
totalling approximately $800,000 have been registered on title against the Real
Property pursuant to the Construction Lien Acf, R.8.0. 1990, ¢. C.30, as
amended. The Receivers counsel is in the process of reviewing these lien
claims.

ksv advisory inc,
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According to the Company's bocks and records, as of the date of the
Receivership Order, the Company’s unsecured obligations totalled approximately
$6.1 million, of which approximately $4.5 million appears to be owing to affiliated
entities for monies advanced by them to the Company. Details concerning the
amounts owing to the affiliated entities are provided in Section 5 below.

3.0 Company Sale Process

1.

The Receiver understands that the Company engaged Wynn Realty Corporation
("Wynn") in January, 2017 to list the Property for sale.

Since the date of its appointment, the Receiver has considered two offers presented
by Wynn:

. in respect of the first offer, immediately following its appointment, the Receiver
spoke with the prospective purchaser to understand the status of its diligence -
the offer had a one month diligence condition. The prospective purchaser
advised the Receiver that Wynn had approached it just a few days prior to the
receivership application and that it had neither conducted any diligence onh the
Property nor had any background on the Company. The Receiver advised that
Purchaser that it was not prepared to pursue this transaction; and

o in respect of the second offer, an agreement of purchase and sale {("APS")
was negotiated; however, the purchaser failed to pay the deposit
contemplated by the APS when due. On April 4, 2017, the purchaser advised
that it would not be pursuing this transaction.

4.0 Strategic Process

4.1

ksv advisory in¢,

Request for Proposals from Realtors

1.

Contemporaneous with its discussions with parties that expressed an interest in
acquiring the Property, the Receiver solicited proposals from six realtors to act as
listing agent for the Property. The Receiver requested that each realtor provide,
among other information, background information regarding each firm's experience
with real estate similar to the Property, a marketing plan which considered
investment, development and the outright sale of the Property, an estimate of value
of the Property and the realtor's proposed commission structure. A copy of the
request for proposal sent to realtors is attached as Appendix “A”.

Each realtor was provided access to an electronic data room after it executed a
confidentiality agreement (“CA").

The deadline for proposals was February 22, 2017. Five of the six realtors
submitted a proposal. The Receiver prepared a summary of the proposals (the
“Realtor Summary”) and provided it to the Trustee and its legal counsel. The
Realtor Summary is attached as Confidential Appendix “1°. The rationale for
seeking a sealing order for the Realtor Summary is provided in Section 4.2 below.

Two realtors, including TD, were short listed to present to the Recelver their
proposals to sell the Property, Presentations were conducted on March 2, 2017.

Page 4
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The Receiver selected TD to act as the realtor on this assignment. The Receiver
considered, among other things, TD's experience selling similar properties and its
identification of opportunities to enhance value on the project. The Receiver
negotiated TD's commission structure. The commission structure is such that TD's
fees increase as the value of any transaction increases. The Receiver discussed its
realtor recommendation with the Trustee and after consideration, the Trustee
provided its consent.

The Recelver negotiated a “carve out” in the listing agreement in respect of one
party who has expressed an interest in the Property (the "Excluded Party”).
Pursuant to the carve-out, TD agreed to waive its commission under the listing
agreement and to receive a maximum fee of $50,0007¢, plus its out of pocket
expenses, in the event the Receiver completes a transaction with the Excluded
Party. The fee is intended to compensate TD for its time and costs incurred in
connection with its early stage marketing efforts for the Property.

A copy of TD's listing agreement is provided in Confidential Appendix “2". The
Receiver proposes to file the listing agreement on a sealed basis for the reasons
provided below.

4.2 Confidentiality

1.

The Receiver respectfully requests that the Realtor Summary and the listing
agreement be filed with the Court on a confidential basis and be sealed ("Sealing
Order”} as the documents contain confidential information. If these documents are
not sealed, the information in these documents may negatively impact realizations
on the Property as interested parties would have access {o value estimates. The
Receiver is not aware of any party that will be prejudiced if the information is sealed.
The Receiver believes the proposed Sealing Order is appropriate in the
circumstances.

4.3 Strategic Process

1.

The Recelver recommends that the Court issue an order approving the Strategic
Process summarized in the table below.

Summary of Sale Process

Milestone Description of Actlvities Timeline

Phuse 1 - Underwriting

Finalize marketing matesizls »  TDand the Recever to:
o prepare » summaery of the project and the
opportunity;

o populate an online data room;

o prepare a-CA; snd

Z |n the event the Recelver closes a transaction with the Excluded Party within 30 days from the date the Court
approves a marketing process (the "Exclusion Period”), TD will be entitled to a fee of $25,000 plus its out-of-pocket
expenses. Thedfee increases by $25,000 if the Receiver enters info a transaction with the Excluded Party after the
Exclusion Period.

ksv advisory inc.
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Summary of Sale Process

Milestone

Description of Actlvities

Timeline

o prepare a Confidential  Information

Memorandum {“CIM").

Prospect identification

A

~

TD to develop 2 master prospect list, TD will
suslify and priotitize prospects.
7D will also have pre-marketing discussions

with targeted developers.

Weeks 1-2

Phase 2 ~ Marketing

Stage 1

¥

Mass marketintroduction, including:
o Offering summary and marketing materials
printed;
o publication of the acquisition opportunity
in The Globe and Mail {Natlonal Edition);

o telephone and email canvass of leading

prospects; and
o meet with and Interview prospective

bidders.

Q

Assist the Receiver and its legal counsal in the
preparation of a vendor’s form of Purchase

and Sale Agreement (the “FSA”),

Weeks 3-4

Stage 2

w

TD to provide detasiled information to qualified
prospects which sign Lthe CA, including the
Ci, access to the data room and a form PSA,
0 to faclitate zll diligence by interested
parties,

Weeks 4-5

Stage 3

v

Prospective purchasers to submit PSAs or
other proposals, including  development

proposals.

Week 6

Phase 3.— Offer Review and Negotiotions

Short-listing of Offers

Short listing of bidders.
Further bidding - Interested bidders may be

asked to improve their offers.

One week
following bid

deadline

Selection of Successful Bids

v

Select successful bidder and finalize definitive

documents,

Qne week

Transaction Appreval Motion and Closing

Motlon for transaction approvel and close

wransaction

Two weehs

2. Additional aspects of the Strategic Process include:

a)

b)

the Property will be marketed on an "as is, where is" basis;

the Receiver will be entitled to extend the deadline to submit offers under the
Strategic Process if it considers it to be appropriate and necessary,;

ksv advisory Inc.
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c) the Receiver will have the right to reject any and all offers, including the
highest offer; and

d)  any transaction will be subject to Court-approval.
4.4 Strategic Process Recommendation

1. The Receiver recommehds that the Court issue an order approving the Strategic
Process, including the retention of TD as the listing agent, for the following reasons;

a) TD's team will be led by individuals who have extensive real estate
experience, including properties similar to the Property - TD has relationships
with likely bidders for the Property. Iis fees are structured is structured to
incentivize it to maximize recoveries. Its fee structure is consistent with
market;

b)  the Strategic Process provides flexibility for the Recelver to consider various
options for the Property, including sale and development proposals;

¢) the Strategic Process is a fair, open and transparent process intended to
canvass the market broadly in order to obtain the highest and best offer;

d) there will be no delay commencing the process — TD has conducted a review
of information concerning the Property; and

e) the duration of the Strategic Process is sufficient to allow interested parties to
perform diligence and to submit an offer. The Receiver will also have the right
to extend or amend timelines. Each bidder will be provided with the same
deadline to submit an offer,

5.0 Sources and Uses of the Company’s Cash

1. At the commencemsent of the receivership proceedings, the Receiver reviewed the
Company's balance sheet and identified significant balances owing to and from
other real estate development projects affillated with the Company's principal, Mr,
Davies (collectively, the “Affiliated Property Companies™).

2. Pursuant to paragraph 7.02 (g) of the loan agreement between STC and the
Company dated April 8, 2014 (the “Loan Agreement”), the Company is not permitted
to use the loan proceeds received from STC (the “Loan Proceeds”) for any purpose
other than the development and construction of the Boathaus project, unless the
consent of STC is obtained for such alternative use. A copy of the Loan Agreement
is attached as Appendix “B",

“ These are: Memory Care Investments (Kitchener) Ltd., Memory Care Investments (Oakville) Ltd., Memory Care
Investments (Burlington) Ltd., Textbook (445 Princess Street) Inc., Textbook (555 Princess Streeﬁ) Inc., Texibook
(625 Princess Sireet) Inc., 1703858 Ontario Inc., Memory Care Investments Lid., Textbook Student Suites Inc.,
Textbook Suites Inc., 2375219 Ontario Ltd., McKenzie Marsh Investments Ltd., Lafontaine Terrace Management
Corporation, Legacy Lane Investments Ltd., McMurray Street Investments Inc. and Textbook (774 Bronson Avenue)
Inc.
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3. The Receiver reviewed the Company's bank statements, accounting records and
unaudited financial statements for the period April 1, 2014 to February 2, 2017 (the
“Review Period").

{unaudited; $C000s) Amount
Receipts
Loan proceeds

sTC 13,596

Firm Capltal 2,350

2174217 Ontario Lid. 750
Affiliated Property Companies 6,186
Raj Singh and entities related to Mr. Singh 350
Aeolian 25
Sundry receipts 602
Total receipts 23,859
Disbursements
Purchase of Real Property 9,163
Affiliated Property Companies 3,355
Interest and fees? 2,705
STC loan commissions 2,175
Aeolian 1,244
Sales centre construction and operating costs 1174
Development costs 1,161
Raj Singh and entities related to Mr. Singh 636
Loan repayment (2174217 Ontario Lid.) 750
Professional fees 446
Entities and individuals related to John Davies (excluding Aeofian) 92
Other 955
Total disbursements 23,856
Ending balance 3

4.  The table above reflects that the Company:

a) had total receipts of approximately $23.8569 million, including $6.186 million

from Affiliated Property Companies; and

b) made disbursements of approximately $23.856 million, including $3.355
million to Affiliated Property Companies and approximately $1.244 million to
Aeolian, a company owned by Mr. Davies' wife and children. Details regarding

payments to Aeolian are discussed in Section 5.1 below.
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* Approximately $2.0 million in interest was paid in respect of STC. The remainder represents amounts paid to Firmi
Capital and 2174217 Ontario Ltd.
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5, The Receiver understands that each Affiliated Property Company is a single
purpose entity. Set out in Appendix “C” is a brief description of the single purpose
activity. A summary of the amounts received from Affiliated Property Companies
and paid to Affiliated Property Companies is provided in the table below:

Amounts Amounts
(unaudited; $C000s) Received Advanced Net Received/
Entity From To . {Advanced)
Memory Care. Investments (Oakville) Lid. 2,191 (687) 1,504
Memory Care Investments (Kitchener) Ltd. 1,516 (95) 1,421
Textbook (445 Princess Street) Inc. 645 - 645
Textbook (774 Bronson Avenue) Inc. 559 - 559
1703858 Ontario Inc. 583 (28) 525
Textbook Student Suites Inc. 122 (6) 116
Texibook (555 Princess Street) inc. 13 - 13
Textbook Suites Inc. 14 3) 1
Textbook (825 Princess Street) Inc. 7 - 7
2375219 Ontario Lid. 23 (25) (2)
McKenzie Marsh Investments Ltd. 100 (111) (11)
Lafontaine Terrace Management Corporation - (75) (75)
Memory Care Invesiments Ltd. 47 (229) (182)
Legacy Lane Investments Lid. 12 (229) {217)
Memory Care Investments (Burfington) Ltd. 384 ‘ (884) (500)
McMurray Street Investments Inc. - (983) (983)
Total 6,186 (3,355} 2,831

6. During September and October, 2014, Loan Proceeds totalling approximately
$13.596 million were advanced from STC to the Company on four different dates.
The Receiver was able to isolate the use of the Loan Proceeds, as reflected in the
table below.

ksv advisory inc. Page 9
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(unaudited; $C000s) Amount
Cash balance, as of September 1, 2014 3
Receipts

STC 13,596
Other® 32

Subtotal 13,628

Disbursements

Purchase of Real Property 8,163%
First Commonwealth Mortgage Corporation 2,175
Affiliated Property Companies 1,259
STC interest reserve 1,088
Development costs ‘ 331
Professional fees 287
Tier 1 Transaction Advisory Services Inc. 156
Aeolian 133
Subtotal 13,592
Cash balance, as of QOctober 31, 2014 39

7. The table reflects:

a)  $2.175 million (16.0% of the total proceeds) was paid to First Commonwealth
Mortgage Corporation” as commissions and brokerage fees in connection with
raising the STC loan. The amount of the commissions appears to be
consistent with the Loan Agreetment,

b)  approximately $1.259 million (8.3% of the total proceeds) was advanced to
certain Affiliated Property Companies. These advances occurred almost
immediately after the Company received the Loan Proceeds. A schedule of
these advances is provided below.,

* Mainly represents an HST refund.

® The total amount paid for the Real Property, including closing expenses, was $9.2 miffion. Of this amount, $1 million
was paid by Memory Care Investments (Oakville) Ltd.

7 The Loan Agreement indicates that First Commonwealth Mortigage Corporation and Tier 1 Mortgage Corporation
are jointly the Morlgage Broker in connection with the STC loan.
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(unaudited; $C000s) Amount
Entity Advanced
Memory Care Investments (Burlington) Ltd. 366
McMurray Street Investments Inc. 350
Memory Care Invesiments (Oakville) Ltd. 322.
Legacy Lane Investments Lid. 120
Memory Care Investments (Kitchener) Ltd. 71
Memory Care Investments Lid. 30

1,259

c) approximately $287,000 was paid in professional fees and related

disbursements, including approximately $243,000 to Harris. Pursuant to
Schedule “C" of the Loan Agresment, it appears that Harris was to receive
approximately $95,000, plus disbursements, in connection with the STC Loan.
The amount received by Harris is subject to further review, including whether
Harris performed other services to the Company which would have entitled it
to further fees.

5.1 Advances to Aeolian

1. Net payments to Aeolian during the Review Period totalled approximately $1.2
million, as follows:

{unaudited; C$000's)

Description Amount
Management fees 780
Amounts advanced by the Company on behalf of:
Legacy Lane Investments Lid. 116
Memory Care Investments (Burlington). Lid. 116
Memory Care Investments (Kitchener) Ltd. 116
Memory Care Investments (Qakville) Ltd. 116
464
Total _ » 1,244

2. The table above reflects:

a)  $780,000 was charged by Aeolian on account of management fees on the

Company's project. Approximately $624,000 of these fees were recorded
subsequent to the commencement of the recelvership, the effect of which was
to eliminate a receivable owing by Aeolian to the Company which arose
because Aeolian had received cash from the Company in excess of the
management fees it charged the Company prior to the commencement of the
receivership; and

by  approximately $464,000 was paid by the Company to Aeolian on behalf of the

projects noted in the tahle above.

ksv advisory inc.

Page 11

1002



3. The transactions between the Company and both the Affiliated Property Companies
and Aeolian raise concerns about the use of monies invested by syndicated

mortgage investors in the Company and in the Affiliated Property Companies.

4.  The Receiver intends to discuss the implications of its preliminary findings in this

section with the Trustee.

6.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver respectfully recommends that the Court make

an order granting the relief detailed in Section 1.1 (1)(d) of this Report.

All of which is respectfully submitted,

K8V KOFMAN INC.

SOLELY IN ITS CAPACITY AS RECEIVER AND MANAGER OF
CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY

ksv advisory inc.

Page 12
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A WORLD-CLASS INVESTMENT OPPORTUNITY
SYNDICATED MORTGAGE

* 8% annual fixed rate of interest ¢ Up to 48-month term

* Interest paid quarterly ¢ Cash, RRSP, RESP,

TFSA and LIRA eligible
¢ 4% per annum end-of-term

investor bonus » $25,000 minimum
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THE LARGEST GENERATION IN
HISTORY 15 APPROACHING THE
YEARS OF DEMENTIA

The Baby Boom generation is the largest the world has ever seen and the oldest
Boomers are now approaching 65 years of age. This generation faces two daunting
and terrifying challenges: the need to care for parents who suffer from dementia
and the possibility that they will suffer from it themselves. There are currently
about 500,000 Canadians with Alzheimer’s disease or a related dementia. One
in 10 Canadians over the age of 65 suffers from some form of dementia but it is
not just an affliction of the elderly, Over 120,000 dementia patlents are under 65
and they are the leading edge of the Baby Boom. As it has been in virtually every
area of society, the Baby Boomers are creating an unprecedented demand for
dementia care as both caregivers and those in need of care themselves,

THE NEED FOR CARE FACILITIES
1S DIRE AND GROWING

Dementia is a braln iliness that affects memory, behaviour and the ability to
perform even familiar tasks, About 70% of cases are believed to be caused by
Alzheimer's disease. Regardless of the cause, the results of dementia are an
increasing need for care and treatment for those afflicted. At present the vast
majority of this care is being provided by family members. One in five Canadians
over the age of 45 is providing some form of care to seniors, while over 200,000
careglvers in Canada are over 75 themselves. This is the front line of care for
dementia patients and it is fracturing. Forty percent of family members who are
caring for a loved one with dementia say they suffer from conditions such as

" depression, rage and the inability to cope

With the number of dementia patients expected to rise to over 1 million during this
generation, the need for care facilities will outstrip health-care resources. In fact,
the World Health Organization has found that the drive to place dementia patients
in institutions is "a mistake that some developed countries have made that is
neither financlally viable nor providing the best care.” There is an urgent need for
care options from the private sector that are both effective and sustainable,
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By 2038:

e 1,125,200 people
will have dementia
in Canada - 2.8%
of the Canadian
population.

¢ The cumulative
gconomic burden
will be $872 billion.

e Demand for long-
term care will
increase 10-fold

—Alzheimer Society
of Canada
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A SOLUTION WITH REAL
OPPORTUNITIES

Memory Care and its dedicated team of professionals have over 20 years of
expetience designing, building and operating seniors’ retirement facilities. They
have now turned their expertise to the development of the first Alzheimer’s-only
care facilities in Canada. These facilities will offer full-time care by health-care
professionals as well as a wide range of amenities. The focus of each facility will
be to provide individualized care to residents that reflects their needs and abilities,

Memory Care facilities will feature a variety of suites with private baths, individual
climate control and emergency call systems. A state-of-the-art GPS monltoring
and communications system will protect residents at all times while health and
wellness care is integrated with local hospitals and physicians.

Some of the features for residents include:

* Central control and front entry plus swipe access at all
entrances and exits

* Bright and contrasting colours and different design
and décor throughout to enhance residents’ experience

* Purpose-specific rooms (fitness, spa, dining, etc.)

* No dead-end hallways or cornets and clear, simple,
eye-level sighage

* Everyday places such as bathrooms and dining rooms
are easily accessible and visible

* Minimal obstacles in hallways and common areas

* Handrails and grab bars in bathrooms and hallways

* Sensors in each bed to alert nurses when patients are up

» Home-like atmosphere: residents encouraged to place personal
pictures, mementos or familiar things on doors and in rooms

*  Sound-proofed activity rooms to prevent noise carrying to
other patients’ activities and rooms

¢ Outdoor living space for physical activities

* Roof gardens and horticultural rooms

e Activity baskets for residents

*  Meeting areas for friends and family

e Coffee room and wine bar on ground floor

* Registered nurse on call 24/7

In addition to these amenities and services, each Memory Care facility will be
conveniently located adjacent to shopping venues, dining options and medical
facilities. Most importantly, each of Memory Care's 20 proposed residences will
be located in the communities across Canada where the need is greatest.

Memory Care has devised a sustainable model for the creation and operation of these
facilities that provides much-needed care while reinvesting in future development.
Through a financing model that uses both traditional lenders and private Investors,
Memory Care can achieve its goal of building 20 residences by 2021,

he predlcted surge in.
dementia cases will certamly :
overwhelm Canada’s health
care system unless SpBClﬁC
and targeted action is taken
Canada must act now." B

dlunteer Pres:denA
Alzhelmer Soc:ety of Canad a:

—Canadlan lnstltute for -
Health information.

- Currently, ‘there are no
standalone Alzheimer’s- only
care facilities specsﬂcally

, desxgned d managed -

. 1o prowde for the care of

S dementla tcents in Canada. S
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MARKET AND
DEMOGRAPHICS

With a population of more than 232,000,
Kitchener is the largest city in Waterloo
Region, which is home to over 550,000.

The Kitchener catchment area has more
than 63,000 residents aged 60 or older
and this cohort Is growing at a rate of
13% per year.

Kitchener boasts an average household
income that is 4% above the national
average due in part to the large high-tech
industry that is based in the region,

Despite its aging population, Kitchener
has only 646 hospital beds and a limited
number of private facilities offering long-
term care for dementia sufferers.

There are over 6,500 Aizheimer's
sufferers in Kitchener and that number is
expected to double over the next decade.

Sixty-five percent of Kitchener’s seniors are women and wormen account for over 75% of all Alzheimer’s
sufferers. Women also tend to outlive men by five years, increasing the need for long-term care.
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Location: 169 Borden Avenue North, Kitchener, Ontario
Zoning: Retirement Residence (zoning fully in place)
Site Area: 1.85 acre +/-
Building Size: 063,000 sguare feet
Helght: 3 storeys
Parking: Surface
Units: 83 proposed suites, housing up to 90 residents

PROJECT DESCRIPTION

Memory Care Kitchener is a 63-suite development to be located on Borden Avenue
North in the core of the City of Kitchener. The surrounding area comprises century
homes, parks and local attractions, including the Kitchener Memorial Auditorium
Complex, within walking distance of the site. Borden Avenue is virtually at the
intersection of highways 7 and 8 and minutes from the 401, thereby providing
excellent access for all 550,000 residents of the Waterloo Region.

Memory Care Kitchener will house up to 90 residents on three levels that will
include state-of-the-art accommodations for those with dementia, Residents will
live in an environment that meets their physical needs and engages thelr senses
positively to reduce the impacts of the disease. In addition to benefiting from a
physical environment unavalilable in any other facility, Memory Care Kitchener
residents will be cared for by a specialized group of professionals trained
specifically in the treatment and care of people with Alzheimer's and other forms
of dementia.

ik

iemory Care Kitchener

is a specially designed assisted-
living facility that enhances
quality of life by catering to the
specific requirements of people
with dementia.

90-resident maximur to
allow for an unrivalled level
of care and treatment

Highly trained management
and personnel

On-site medical practitioners

Carefully designed
accommodations that
include circular routes and
cotridors without ends,
bright and contrasting
colours, classical music,
indirect lighting, natural
light and outdoor spaces
to enhance the experience
and help create a calm living
environment




John Davies
Memory Care
Investments Lid.

Bruce W. Stewart
Memory Care
Investments Ltd.

Raj Singh
Tier 1 Transaction

Advisory Services Inc.

Manny Simon
Eldercare
Equities Inc.

Shael Simon
Eldercare
Consulting Inc.
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THE DEVELOPER
Memory Care Investments Ltd.

Memory Care Investments Ltd., the developer of the Kitchener Alzhelmet's and
Dementia Care facility, was founded by John Davies, a founding partner of
GenerX inc., one of Canada’s most successful condominium, resort, retall and
office developers. John's projects have received numerous awards, including
a Governor General's Award for design, an (CSC Award of Merit, an ASLA
Gold Medal and over one dozen Urban Design Awards. John served as Vice
President, Acquisitions. and Development, at Markborough Properties Inc., at
the time Canada's third largest real estate developer, with assets in excess of
$3 billion. John was responsible for the acquisition, development and lease-
up of over $300 million of Class A office space in major US office markets,
as well as overseeing the renovation of the company's 20 million square foot
regional shopping centre portfolio in Canada and the expansion of Meadowvale
Business Park in Mississauga, Ontario, Since 1995, companies in which John
has been a principal have borrowed and re-paid over $200 million In real estate
development financing. John Davies has 30 years of experience conceiving and
successfully executing a wide spectrum of real estate development projects
resulting in substantial financial returns by employing innovative design,
engineering, construction and marketing strategies.

Bruce W. Stewart is the founder and president of the Traditions Development
Company, a nationally recognized developer of quality seniors’ housing providers.
Bruce has a 25 year proven track record in real-estate development and
construction, specializing In seniors housing and care management. Traditions
has Joint ventured with. some of Canada’s [eading seniors’ housing providers as
well as developing and building for the Traditions portfolio. Bruce has been the
proponent of the design, development, construction and management of over
1700 seniors' units in Ontario as well as numerous residential housing
developments. To date, the total value of these projects exceeds $300 million.
Formerly Bruce was a senior executive of two major Canadian financial institutions
specializing In seniors’ housing development and construction financing.

THE FINANCIER
Tier 1 Transaction Advisory Services Inc.

Raj Singh is the President and founder of Tier 1 Transaction Advisory Services
Ine., a firm specializing in financing real estate related projects in Canada.

A senior executive with over 20 years’ experience in business services, his
responsibilities have included operations management; corporate finance
(mergers and acquisitions, raising debt and equity financing); capital markets
activities; operational and financial restruciuring; building and managing
high-performance sales and delivery teams; conceptualizing, developing and
executing sales and marketing strategies; and technology product development
and management.

Raj has solid experience selling to and servicing a broad range of industries,
including financial services; retail; oil and gas; refinery; nuclear; consumer
products; educational institutions; federal, provincialand municipal governments;
and consulting and staffing industry clients.

He holds a BS¢ from York University and an MBA from Florida International
University and has completed post-graduate studies in mergers and acquisitions
at Wharton School of Business, University of Pennsylvania. He has been a
frequent speaker at industry conferences and trade shows. He co-authored and
published three research studies in prestigious international scientific journals
while an undergraduate,
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Eldercare Management Group

Eldercare Management Group provides
management and consulting services to
retirement homes, residential homes for
Alzheimer’s and dementia care and long-term
care facilities through Eldercare Equities Inc,,
Eldercare Management & Consulting Corp.,
and Eldercare Consulting Inc. The principals
of these companies are Manny Simon and
Shael Simon. Eldercare has been an approved
manager for First National Financial Corp.,
Sun Life Financial, Carlisle Capital, RBC, Bank
of Montreal and CMHC. Eldercare currently
oversees g portfolio of four retirement hornes
and two long-term care facilities and recently
provided extensive consulting services
for three specialized residential homes for
Alzheimer's and dementia care, which. are
currently In various stages of construction or
development.

Manny Simon, President of Eldercare Equities
Inc., has been involved in the industry as
an owner and operator since taking over
management of a family-owned nursing home
from his father in 1975. Over the course of his
career, Manny has been invoived, in various
capacities, with approximately 25 retirement
and long-term care homes, several of which
have planned or incorporated specialized
care programs for Alzheimer’s disease and
dementia. He has served on the executive and
board of directors of the Ontario Nursing Home
Association (now OLTCA) and the executive of
the Council on Aging for York Region and was
afounding member and past chair of the board
of directors of the Community Care Access
Centre (CCAQ) for York Region, A chartered
accountant by training, Manny couples a vast
knowledge of the financial side of the business
with his broad operating experience.

As President of Eldercare Consulting Inc.,
Shael Simon has nine years of retirement
home and long-term care home management
experience. Shael was first exposed to the
industry at an early age thanks to his father
and mentor, Manny Simon, a 37-year industry
veteran. He has been involved in all aspects of
the business, including business development,
finance and marketing. Shael earned a BSc
from the University of Western Ontario as well
as an MBA from the University of Toronto.
Upon graduation, Shael got his start in the
health-care field at a generic pharmaceutical
company, where he was employed for two
years as a Financial Analyst.

gage ag he preperty, inthe neg i 2ach iender throug :
trust corporation and in the case of RRSP mvesto Iy in the name of the
RSP account and the RRSP trusiec. Tho first mortg ill be subordinated

cle basis and cert
1 he acquisil.on i
slopment have begun in conjunction with Kilchener city stalff-the immediate
hhourhood and the operalions management 1

Nominee Trust Corporation:

A truster corporation will hold the syndicated morigage on behall of each lender,
while RRSP accounts will hold the morigage inlerest directly. Mr. Baj Singh, officer
and diracior of the nomings corpos will provide stedus reports o the lenders
thrcughoui the term of the morigage and will serve as liaison belween the lenders
and borrower.
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D-TIME OFFERING

Onge the full amount has been raised, the offering is closed to new investors. Ask your advisor today about
how to participate with your RRSP, LIRA, RESP, TFSA or cash.

Professional Services

Facility Manager and Operator:

Eldercare Consuilting Inc.

Quantity Surveyors:
Pelican. Woodcliff Inc.

Legal Advisors:
Harris + Harris LLP

Appraisers:
Michael Cane Consultants

Registered Custodian:
Olympia Trust Company

Architects:
Fabiani Architects

Structural Engineers:
SWS Engineering

Site Servicing Engineers:
WMl Engineering

Electrical Engineers:
Tristar Engineering

Landscape:
Terraplan

Planners:
Lucas and Associates

Environmental:
Church and Trought Lid.

Management Firm ~

. Tier 1 Transaction Advisory Services Inc.

3100 Steeles Ave. E., Suite 802 Markham, ON L3R 8T3
Telephone: 647-748-8437 | Fax: 647-689-2374
Tier1 Transaction Advisoty Setvices Inc.,

TﬁE R advises in the creation and design of mortgage

ADVISORY products. Tier! Advisory's products are

distributed through First Commonwealth Mortgage Corporation
(FSCO # 10636) and Tier1 Mortgage Corporation (FSCO # 12314).

Mortgage Brokerage -
First Commonwealth Mortgage Corporation

First Commonwealth has been in business since
1994, its principal broker is Jude Cassimy, FSCO
licence #10636. Mr, Cassimy has been licensed
by the Financial Services Commission of Ontario
since 1991. All syndicated mortgage transactions will be handled by
licensed mortgage agents and brokers.

Tier 1 Mortgage Corporation
FSCO license # 12314 | Broker: Dave Balkissoon

Law Firm - Harris + Harris LLP

Harris + Harris LLP is a very well respected

ﬂ ? business law firm in the GTA that has lawyers
- = who practise in a variety of business and
HARRIS + HARRISw commercial areas.
RARRIGIERS KT SOLICHBRS

Harris + Harris LLP has significant experience in commercial real
estate transactions, including real estate financing using syndicated
mortgages.

Mortgage Investments have risks and may not be suitable for all investors. Potential investors are encouraged to seek
independent legal and financial advice before investing. Tier Transaction Advisory Services Inc., Is not a mortgage
broker or investment dealer.
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Textbook (525 Princess Street) Inc.t
Textbook (555 Princess Street) Inc.

Textbook Ross Park Inc.

RS Consulting
Group Inc.

Aeolian
Investments Lid.

1321805 Ontario
Inc.

Dachstein Holdings
Inc.

Class A~ 17%
Class B~ 10%

Class A~ 17%
Class B - 30%

Class A~ 50%
Class B -~ 30%

A A y A 4
Textbook Student RS Consulting
Sultes Inc., Group Inc.
72.2% 27.8%
\ 4 ) 4 A 4
Textbook Textbook Textbook Raoss
(525 Princess (555 Princess Park Inc.
Street) Inc. Street) Inc.

1 Sourced from the Affidavit of John Davies sworn December 6, 2016 filed in support of the Davies Developers’
application for protection under the Companies’ Creditors Arrangement Act.

Class A—16%
Class B - 30%
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Textbook (445 Princess Street) Inc.?

RS Consulting Aeolian 1321805 Ontario
Group Inc. Investments Ltd. Inc.

Dachstein Holdings
Inc.

Class A-17%

B K Class A~ 16%
Class B - 10% Class A—17% ' Class A= 50%" Class B - 20%
Class B - 35% Class B - 36%

\L \ 4 A A 4
Textbook Suites RS Consulting
Inc, Group Inc.
73.7% 26.3%
Textbook (445
Princess Street)
Inc.

1Sourced from the Affidavit of John Davies sworn December 6, 2016 filed in support of the Davies Developers’

application for protection under the Companies’ Creditors Arrangement Act.
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Textbook (774 Bronson Avenue) Inc.}

RS Consulting
Group Inc.

Aeolian
investments Ltd.

1321805 Ontario
Inc.

Dachstein Holdings
Ine.

Class A= 17%
Class B—10%

Class A~ 17%
Class B -~ 35%

Class A - 50%
Class B - 35%

Class A~ 16%
Class B - 20%

4 4 A {
Textbook Suites RS Consulting
Inc. Group Inc.
72.2% 27.8%
4
Textbook (774
Bronson Avenue)
" Ine.

! Sourced from the Affidavit of John Davies sworn December 6, 2016 filed in support of the Davies Developers’
application for protection under the Companies’ Creditors Arrangement Act,
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Memoty Care Investments (Kitchener) Ltd. ?

17303858 Ontario Inc.
Memory Care Investments (Oakville) Ltd.

Aeolian

investments Ltd.

Erika Harris

50%

50%

A A 4

Memory Care
Investments Lid.

100%
Y v
Memory Care
Investments Memory Care

(Kitchener) Ltd.

Burlington Ltd.

100%

1730358 Ontario
Inc.

A4

Memory Care
Investments
(Oakville) Ltd.

! Sourced from the Affidavit of John Davies sworn December 6, 2016 filed in support of the Davies Developers’
application for protection under the Companies’ Creditors Arrangement Act.
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TAB G



I

Textbook (525 Princess Street) Inc. ("525 Princess™)
Stat t of Receipts and Disbur

For the period October 7, 2015 to March 31, 2017
($; unaudited)

1016

Receipts Notes Amount
Syndicated Mortgage Iovestment ("SMI") proceeds 1 6,386,800
Affiliated entities 2 56,940
Unknown 100,000
Sales tax refunds 67,378
Sundry receipts 17,443

6,628,561

Disbursements
Land - $25 Princess Street, Kingston 2,430,821
Affiliated cntities 2 96,400
Payinents to Shareholders 3 2,206,330
Broker commissions 4 1,085,756
Interest paid and fees, including interest reserve 510,944
Amounts paid 10 professionals 5 225,134
Development costs 73,148

6,628,533

Ending Bank Balance 28

Notes:

1. Represents funds raised from investors through syndicated mortgages,

2. Represents funds received and advanced to known affiliated entities as detailed betow,

Net Amounts

Amounts Amounts Received /

Entity Description Received Advanced (Advanced)
Textbook (4435 Princess Street) Inc, Owns properly in Kingston 56,100 B 56,100
Textbook (555 Princess Street).Inc, Owns property in Kingston 840 . 840
McMiuray Street Investments Lid. Owns properly in Bracebridge . (1,400) (1,400)
Meimory Care Investments (Burlington) Ltd.  Owns property in Burlinglon - (10,000) (10,000)
Scollard Development Corporation QOwns praperty in Whitby - (14,000) (14,000)
Textbook (256 Rideau Street) Inc. Owns property in Ollawa X - (16,000) (16,000)
Textbook (774 Bronson Avenue) Inc. Ovwas property in Otlawa - (55,000) (55,000)
Toral 56,940 {96,400 (39,460)

3. Represents funds paid to Shareholders and entities and individuals related to:sharcholders.
Mansgement Due Diligence

Entity Dividends Fees Fees Loang Other Total Amount
Textbook Student Suites Inc, . - - 1,039,600 (170,000) 869,600
RS Consulting Group 250,000 - 113,000 . . 363,000
Acolian Investments Ltd, 250,000 90,400 - - 140,400
1321805 Ontario Ine. 250,000 90,400 - - . 340,400
Dachstein Holdings Inc, 250,000 - - - . 250,000
Tier | Transaction Advisory Services Ine, B . - - 28,930 28,930
Textbook Suites Ine. - - - 10,000 - 10,000
Memory Care Investments Ltd. - - - 4,000 . 4,000
Total 1,000,000 180,800 113,000 1,053,600 (141,070) 2,206,330

4. Represents broker and referral fees paid 1o First Comnonwealth Mortgage Corporation and Tier | Transaction Advisory Ine.

5. Amounts paid to professionals are summarized as follows:

Finn Amnount
Harris + Harris LLP 187,844
Elliott Law Finn 25,990
Peter Tuavi {tax opinion) 11.200
Total 225,134







Textbook (555 Princess Street) Inc,
Statement of Receipts and Disburscments
For the period August 20, 2015 to March 31, 2017
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(CS$; unaudited)

Receipts Notes Amount
Syndicated Mortgage Investment ("SMI") proceeds 1 7,926,850
Sales tax refunds 87,742
Affiliated entities 2 54,925
Sundry receipts 1,086

8,070,603

Disbursements
Advances to sharcholders of Textbook Student Suites Inc, 3 3,734,314
Iand - 555 Princess 2,038,410
Broker commissions 4 1,347,565
Interest rescrve 634,148
Awmounts paid to professionals 5 217,807
Development costs 74,480
Affiliated entities 2 23,840

8,070.564

Ending Bank Balance __—__—_:—————-__i

Notes;

I, Represents funds raised from investors through syndicated mortgages.

2. Represents funds received and advanced to known affiliated entities as detailed below.

Net Amounts
Amounts Amounts Received /

Entity Description Received Advanced  (Advanced)
Textbook (445 Princess Street) Inc. Owns property in Kingston 51,925 . 51,925
Textbook (774 Bronson Avenue) Ine, Qwns property in Ottawa 3,000 (3,000} -
Texibook (525 Princess Street) Inc. Owns property. in Kingston - (840) (840)
Memory Care Investiments (Burlington) Ltd.  Owns property in Burlington . (4,000) (4,000)
Scollard Developinent Carporation Owns property in Whitby - {6,000) (6,000)
Textbook Ross Park Inc, Owns property in London - (10,000) (10,000)
Total ’ 54,925 (23,840) 31,085

3, Represents funds paid 1o Sharcholders and emtities and individuals related to Sharcholders.

Management Due Diligence

Entity Dividends Fees Loans Fees Other Total Amount
‘Textbook (256 Rideau Street) Inc, - - B - 1,478,000 1,478,000
Textbook Student Suites Inc. - - 746,400 - - 746,400
RS Consulting Group 250,000 - - 113,055 - 363,055
Acolian Investments Ltd, 250,000 158,200 . . - 408,200
1321805 Omtario Inc. ’ 250,000 158,200 . - - 408,200
Daclistein Holdings Inc. 250,000 - - - - 250,000
Raf Singh 3 . . . . . .
Textbook Suites Inc. - . 39,500 . - 39,500
Tier | Transaction Advisory Services Inc, - - - . 37,959 37,959
Memory Care Investinents Ltd, - - 3,000 - . 3,000
Total 1,000,000 316,400 788,900 113,055 1,515,959 3,734,314

4, Represents broker and referral fees paid to Tier 1 Transaction Advisory Services Inc. and First Commonwealth Mortgage Corporation,

5. Amounts paid to professionals are swminarized as follows:
Firm Amount
Harris + Harris LLP 180,517
Elliott Law Finn 25,990
Peter Tuovj (tax opinion) 11.300
Total 217,807







Textbook (445 Princess Street) Ing, (“445 Princess™)
Statement of Recelpts and Disbursements
For the period October 7, 2015 to March 31, 2017

{$; unaudited)

Receipts Notes Amount
Syndicated Montpage Investment ("SM1") proceeds 1 2,396,750
Kingsett Mortgage Corporation 7,000,000
Rental income 2 323,557
Affiliated entities 3 58,350
Sales 1ax refunds 49,143
Sundry receipts 1,300

15,829,100

Disbursements
I.and - 445 Princess Street, Kingston 9,066,134
Affiliated entities 3 1,732,225
Broker commissions and referral fees 4 1,427,448
Payinents to shareholders s 2,121,337
Interest paid and fees, including interest reserve 671,740
Anounts paid to professionals [ 470,640
Kingselt Capital Corporation (Mortgage and Interest) 292,603
Development costs 28,904
Other 17,928

15,828,959

Ending Bank Balance 141

Notes:

1. Represents funds raised from investors through syndicated mortgages.

2, Represents rent received from Shoppers Drug Mart, the tenant af the property owned by 445 Princess.

3. Represents funds received and advanced to known affiliated entities as detailed below,

Net Amounts
Amounts Amounts Received !

Entity Description Recejved Advanced (Advanced)
Memary Care Investments (Burlington) Lid,  OwNs property in Buplingion - 2.500) {23007
Textbook (445 Princess Street) Inc. Owns property in Kingston - (3,500) (3,500)
Metnory Care Investments (Kitchener) Ltd, Owns property in Kitchener - {32,000) (32,000)
Textbook (555 Princess Street) Inc. Owns property in Kingston - (51,925) (51,925)
Textbook (525 Princess Street) Inc. Owns property in Kingston - (56,100) (56,100)
McMurray Street Investments Lid, Qwns property in Bracebridge - (64,000) (64,000)
Textbook {774 Bronson Avenug) Inc, Owns property in Ottawa $3,000 (220,500) (167,500}
Scollard Development Corporation Owns property in Whitby - (645,000) (645,000)
Textbook Ross Park Inc. Owas property in London 5,350 (656,700 (651,350)
Total 58,350 (1,732,225) (1,673,875)

4, Represents broker and referral fees paid to First Commonwealth Mortpage Corporation and Tier | Transaction Advisory Services Inc.

5. Represents funds paid to Shareholders and entities and individuals related to Shareholders,

M Due Diligence
Entity Fees Fees Loans Other Total Amount
Textbook (256 Rideau Street) Ine, - . - 766,500 766,500
Textbook Suites Inc. . - 629,200 144,000 773,200
RS Consulting Group . 226,000 - - 226,000
1321805 Ontario Inc. 200,000 . . . 200,000
Textbook Student Suites Inc. . - 11,000 58,500 69,500
Memory Care lnvesunents Ltd. - B 36,000 12,000 48,000
Tier 1 Transaction Advisory Services Ine. - - - 38,137 38,137
Tota) 200,000 226,000 676,200 1,019,137 2,12),337
6. Amounis paid 10 professionals are swrsnarized as follows:

Finn Amount
Harris + Harris LLP 255,057
Elliott Law Finn . 29,380
Peter Tuovi-{tax opinion) 11,300
Lou Vadala Professional Corporation . 174,903
Tolal 470,640




TAB J



Textbook Students Suites {Ross Park) Inc.
Statement of Recelpts and Disbursements
For the period Apiil 30, 2015 to Merch 31, 2017

(CS: dited)

Receipts Noles Amount
Syndicated Mortpage Investment {"SMI") proceeds 1 11,617,300
2377358 Ontario Ltd. and Creck Crest Holdings Inc. 2 4,000,060
Affiliated entilies 3 837,700
Sales tax refunds 111,752
Unknown 643,809

17,210,621

Disbursements
Lang - 1234 - 1246 Richmond Street 6,923,442
Payments to Shareholders 4 4,754,048
Broker commissions 1,974,94)
Interest paid and fess, inctuding interest reserve 629,384
Development costs 704,934
2377358 Ontario Lid, and Creek Crest Holdings Inc. 500,000
Real estate broker commission on paid stle of condominiums 427,748
Amounis paid to professionals 5 311,417
Affiliated entities 3
Sundry
Unknown

Ending Bank Balance

ND:Q"

1. Represents amounts raised from investors through syndicated mortgages.

2. Represents funds recetved and advanced 1o known affiliated entitics as detailed below.

Net Amounts
Amounts Amounts Recetved

Emiity Description Received Advanced (Advanced)
Texibook {445 Princess Strext) Inc, Owns propesty in Kingston 636,700 (5,350) 651,350
Memory Care Tavestments. {Burlingron) Inc. Owns property in Burlington 50,000 (7,600) 43,000
Textbook (774 Bronson Avenue) Inc, Owns properry in Ottawa 40,000 - 40,000
Textboek (553 Princess Street) Ine. Owns property in Kingston 10,000 - 10,000
Memory Care Investments (Oakville) Ltd. Owns praperty in Oakvitie 9,000 - 9.000
Memary Cate Investments (Kitchener) Lud Owns property in Kitchener 72,000 {135,000) {63,000)
Scollard Develoy Corporatlon Owns property in Whitby - {100,000) {100,000}
Total £17,700 (247,350) 50,350

3. Rep paid to shareholders and entities.and individuals related 1o sharcholders.

Management  Due Diligence

Entity Dividends Fees Fees Loans Other Total Amount
Teatbook Student Suites Inc. - - - 865,000 665,000 1,530,000
Teatbaok (256 Rideav Street) Inc. - - . 1,267,000 . 1,267,000
1321805 Ontatio Inc. 250,000 498,600 - - 748,600
Aeolian Investments Ltd, 250,000 249,167 - - . 499,167
RS Consulting Group 250,000 . 113,000 - 363,000
Dachstein Holdings Inc, ) 250,000 . - - 250,000
Tler } Transaction Advisory Services Tnc. - - - 0,758 70,758
Textbook Suites Inc, - 15,000 §.000 24,000
Memory Care Investments Ltd. - . - 1,500 23 1,523
Tosal 1.000.000 743,767 113,000 2,148,500 44781 4,754,048

4. Represents oroker and refeeral fees paid to Tier | Transaction Advisory Scrvices Inc. and First Commonwealth Mortgage Corporation,

4. Amounts paid to professionals are as follows:
Firm Amount
Harris + Haryis LLP 214427
Efiott Law Firm 15,990
Peter Tuovi {tax opinion) 11,300
Total 311417
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TAB K



Scollard Development Corporation

Statement of Recelpts and Disbursemeots
Ferthie period Aprid 1, 2014 10 February 2, 2017
{CS$: unsudited)

1020

Receipts Notes Amaount
Syndicated Mongage Investments 1 13,595,150
Affilioned emities 2 5,980,070
Firm Cepital Comporation 2,350,000
2174237 Ontario Ltd. 740,000
Sales tax refunds 565,757
i Sundry receipts 26,085
R 23,277,663
Dishursemenis
Purchase price of Jard 9,162,807
| Afiliated cuttics 2 2,518,519
Drvelopment costs 2,865,043
l Interest paid und fees, including imerest resene 2,305,091
Broker commissions 1 2,175,320
Payments to Shareholders 4 1,823,984
Losn repayment (2174217 Onzario Ine.) 750,000
Amounts paid lo professionals s 446,397
Sundry: 256,332
Unknown 169,108
23,274,520
Ending Bauk Balance 42
{ Noess
1. Represents funds raised from Investors through syndicated mortgeges,
2. Represents funds received and advanced to known affilisted entities as detailed below.
Net Amounts
Amvunts Amounis Received /
Entity Deseription Received Advanced {Advanced)
Memory Case Invesiments (Oakvitle) Lid, Owns property i Oakville 2,150,500 (6R6,600) 1,504,200
Memory Care Invesiments {(Kitchener) Lid, Owns property in Kitchener 1,556,320 (95,350 1,461,020
‘Textboolk: (445 Princess Street) Inc. Owns propeny in Kingston 645,000 . 645,000
Textbook (774 Bronson Avenue) Ing, Owns propeny in Oriswa 558,500 . 558,800
Texthoak Ross Park Ine., Owms property. in London 160,000 - 100,000
! MeKenzie Marsh Invesiments Lid, May relale to development activitics - 00,754) {10,754}
Texthook {855 Princess Streat) Inc. Owns propeny In Kingslon 6,000 - 6,000
[ 2375219 Ontario Lid, Owned by Singh and Harris - 2,000 {2,000}
Textbook {528 Princess Street) Ine. Owns praperty. n Kingston 14,000 - 14,000
Menxory Care Invesiments (Burlington) Jad,  Owas property in Buslington $97,325 {912,120) (14,795)
Legacy Lanc Investments Lad, Ownos property. in Huntsville 12,075 {228,660) (216,585)
McMurray Strect Invesiments Owns property in Braccbridpe - 1983.035) {983,035
Toal 5,9K0,070 (2,916,519 2.4061,55)
3. Represents broker and referral fees paid 1o Tier 1 Transsction Advisory Services Inc. and First gage Corp
4. Represents funds paid to Sharcholders and entilics 3 individuals related 10 Sharcholders.
Mangement
Entity Fees Loans Due Diligence Otber Total
Acolian Investments Ltd, 1,244 625 - - (25,000) 1.219,025
Tier | Tronsaction Advisory Servicss Inc. . (250,000) 27,000 306,059 173,059
Nemory. Care fnvestments Lid, - 91,026 - 90,366 181,492
RS Cansuking Group lnc. - - 113,000 - 13,000
Judnh Davies - - - 69,000 69,000
Lafemaine Temrace Maragement Corporation . . - 75,00 75,100
Y2 Media Growp 144, - - 14,525 14,525
$Sarsh Davies - - - 4,833 4,833
Jessica Davies - N - 2,800 2.800
Texebook Suites Inc. - (11,300) N . (11,300)
i Textbook Student Suites Ioc. . (15,550) . . (315,550)
i Raj Singh - (00.000)" - - (100,000)
H Toul 1,144,025 {115,850} 130,08t 537,643 1,625 964
1
5. Amounts paid ta proféssianals are summarized as follows:
Fiim Amount
Hams = Heyris LLP 0761
, Cheitons LLP 62,384
Eltiont Low Firm 12,770
Other (appralsal, accounting ang 1ax) 43,624
Toal 446,297




TAB L



Textbook (774 Bronson Avenue) Inc,

Statement of Receipts and Disbursements

For the period December 1, 2015 to March 31, 2017
(8: unaudited)

1021

Receipts Notes Amount
Syndicated Mortgage Investment ("SMI") proceeds 1 10,806,344
Veetor Financial Services Ltd. 5,700,000
Affiliated entities 2 281,300:
Sales tax refunds 112,858
Unknown 31,094

16,931,596

Disbursementis
Land:~ 774 Bronson Avenue 10,629,957
Broker commissions and referral fees 3 1,837,078
Payments to Shareholders 4 1,785,092
Affiliated entities 2 1,087,000
Interest paid and fees, including interest reserve 864,508
Amounts paid to professionals 5 243,738
Development costs 239,223
Real estate brokerage fees 220,575
Sundry disbursements 9,746
Unknown 14,050

16,930,967

Ending Bank Balance 629

Notes:

1. Represents funds raised from investors through syndicated mortgages.

2, Represents funds received and advanced 1o known affiliated entities, as detailed below.

Net Amaounts
Amounts Amounts Received /

Entity Deseription Received Advanced (Advanced)
Scollard Development Corporation Owns property in Whitby (558.500) {558,500)
Memory Carg Investments (Oakville) Lid, Owns property in Oakville - (160,000) (160,000)
Memory Care Invesiments (Burlington) Ltd. Owns property in Burlington - (98,000) (58,000)
Memory Care Invesuments (Kitchener) Lid, Owns property in Kitchener - (91,500) (91,500)
Legacy Lane Investments 1td, Owns property: in Huntsville 2,800 (69,000 66.200)
Textbook (Ross Park) Lid. Owns property in London - (40,000) (40,000)
McMurray Street Investments Inc, Owns praperly in Bracebridge . (14,000) (14.000)
Textbook (555 Princess Street) Ltd. Owns properly in Kingston 3,000 (3.000) -
Textbook (525 Princess Street) Ltd. Owns property in Kingston 55,000 - 55,000
Texibook (445 Princess Street) Lid. Owns property in Kingston 220,500 (53,000) 167,500
Total 281,300  (1.087,000) (805,700)

3. Represents broker and referral fees paid to Tier | Transaction Advisory Services Ine. and First Commonwealth Mortgage Corporation.

4, Represents funds paid to Shareholders and entities and individuals related to Sharcholders,

Due Diligence

Entity Dividends Fees Loans Other Total: Amount
Textbook Suites Inc, - - 339,980 45,500 385,480
RS Consulting Group 375,000 100,000 - - 475,000
Aeolian Investments Ltd, 125,000 - - 2,711 127,711
1321805 Ontario Ine. 250,000 - - - 250,000
Dachstein Holdings.Ine. 250,000 . . . 250.000
Textbook Student Suites Inc, - - 71,000 120,000 191,000
Textbook (256 Rideau Street) Inc. - - - 56,200 56,200
Tier 1 Transaction Advisory Services Inc, - - - 49,701 49,701
Total 1,000,000 100,000 410,980 274,112 1,785,092

5. Amounts paid 1o professionals are as follows:
Finn Asnount
Harris < Harris LLP 159,838
Low Murchison Radnoff LLP 50,000
Elliot Law Firm 22,600
Peter Tuovi (tax opinion) 11,300
Total 243,738




TAB M



Memory Core Investments (Oakville) Ltd,
Statement of Receipts and Disbursements

For the peried Navember 2, 2012 10 March 31, 2017
{S: wnaudited)

Receiprs Notes Amoun|
Syndicated Morigage Investment {"SMI*) proceeds ] 9,062,793
Offering memorandom 2 2,590,000
Affiliated entities 3 1,488,175
2174217 Omario Lad 1,250,000
Preference share issuance 4 1,000,000
Sales tax refunds 282,184
Sundry receipts 2,105

15,675,257

Disbursements
Affilisted entities 3 5,089,834
Intcrest paid and fecs, including interest reserve 2,752,219
Land - 105 Garden Avenue 1,063,577
Broker conunissions and referral foes s 1,846,322
Payments to Shareholders [ 1,798,288
Development costs 1,477,692
Amounts paid to professionals ? 516,634
Unknown . 230,536

. 15,675,102

Ending Bank Belance 155

Notes:

1. Represents amounts raised from Investors through syndicated mortgages,

2, Represents an vnsecured loan raised from Investors in the syndicated mortgapes.

3, Represents funds received and advanced ta known affilialed entities as detailed below,

Net Amounts
Amounts Amouits Received ¢

Entity Description Received Advanced (Advanecd)
Textbook (774 Bronson Avenus) Inc. Owns property in Otiawa 160,000 - 160,000
2372519 Ontaria Ltd, Owned property in Kitehener 119,700 - 119,700
Memory Care Investments {Kiichener) Lid, Owns property in Kltehener 146,600 {92,267} 54,333
Textbook Ross Park Inc, Owms property in London - (9,000) (9,000)
Legacy. Lane Investioents Lid, Owns property in Huntsville 50,000 {125,500) (125,500}
Memory Care Investments (Burlington) Ltd. Owms property in Burlington 221,475 {602,900) (381,425)
The Traditions Development Company Owmed by former Director and Officer of MCIL - {650,732) (650,732)
McMurray Strect Investments Lid, Owns property in Bracebridge 103,800 {1,368,635) (1,264,535)
Scollard Development Corporation Owns praperty-in Whitby 686,600 {2,190,800) (1,504,200)
Total 1,488,175 (5,089,834) {3,601,639)

4, Represents the proceeds of a preference share offering. Some of the Investors arc also preference sharcholders.,

5 Represents broker and referral fees puid 1o Tier 1 Transaction Advisory Services Ine. and First C Ith Mortgage Cory

6. Rep paid to Sharet and enlitics refated to Sharcholders, as follows:

Management  Duc Diligence

Entity Fees Fees Loans Other Tatal Amount
Aculian Investments Lid. 1,112,165 - - (15,000 1,097,165
Memory Care Investments Ltd. - - 160,760 144,409 305,160
RS Consulting Group B 158,200 - . 158,200
Tier | Transaction Advisory Services Ine. - 137,613 . 13763
Judith Davies - - 123,000 123,000
Sarzh Davies - - 10,570 10,59
Lafontaine Terrace M Corp - . 1,500 1,500
Memory Care Investments (Victoria).Ltd, . 80 80
Textbook Student Suites Inc, - (9,000) - {9,000)
Textbook Suites Inc.- . - (26.000) - (26.000)
Total 1.112,165 295,813 125,760 264,550 1,798,288

7. Amounts paid to professionals arc as follows:
Firm Amount
Hanis ~ Harsis LLP 401,602
Eftiott Law Firm 67,888
Source Point Business Group (accounting) 24,578
Peter Tuovi (tax opinion) 22,600

Total

316,634
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TAB N



Legacy Lane Investments Inc,
St t of Recelpts and Disbur

For the period Sepiember 27, 2612 to March 31, 2017
($; unaudited)

Receipts Notes Amount
Syndicated Mongage Investment ("SMI*) proceeds 1 3,478,200
Affiliated entities 2 1,023,078
Mortgage proceeds 425,000
Unknown 90,312
Sales tax refunds 69,792
Sundry receipts 6,412

5,092,793

Disbursements
Affiliated entities 2 1,068,243
Interest paid and fees, including interast reserve 888,937
Land - 18 Legacy Lane 650,000
Payments to Shareholders 5 614,436
Broker and referral fees 3 556,512
Development costs 502,182
Mortgage payout - 1693221 Ontario Limited 435,961
Unknown 225,571
Asnounts paid 1o professionals 6 150,068

5,081.910

Ending Bank Balance 883

Notes;

I, Represents amounts raised from investors through syndicated mortgages,

2, Represents funds received and advanced to known affiliated cotities as detailed below,

Net Amounts
Amouns Amounts Received /

Emity Description Received Adveanced (Advanced)
Memory Care Investnents (Kitchener) L.td, Owns property in Kitchener 312,630 0120y 312,510
Scollard Development Corporation Owns property in Whitby 228,660 (12,075) 216,585
Meinory Care Investments (Oakville) Lid. Owns property in Oakville 175,500 (30,000) 125,500
Textbook (774 Bronson Avenue) Inc. Owns property ia Ottawa 69,000 (2,800) 66,200
Menory Care Investinents { Burlington) Ltd, Owns property in Butlingion 93,300 (50,020) 43,280
Traditions Development Company Owned by fonmer Director and Officer of MCIHL - (294,748) (294,748)
MeMuray Street Invesiments Ine, Owns property in Bracebridge 143,988 (658,480) (514.492)
Total 1,023,078 (1,068,243} (45,165)

3. Represents broker and referral fees paid to Tler t Transaction Advisory Services Inc. and First Commonwealth Mortgage Corporation,

4. Represenis funds paid 10 Shareholders and eatities and individoals related to Shareholders.

Manageiment

Enlity Fees Loans Other Total Amount
Aeolian Invesiments Ltd. 340,996 - - 340,996
Lafontaine Terace Management. Corporation - . 192,400 192,400
Memory Care Investments Ltd. - 10,500 33,540 44,040
Judith Davies . . 22,000 22,000
Mewnory Care Investments (Vietoria) Inc. - “ 15,000 15,000
Total 340,996 10,500 262,940 414,436

6. Amounts paid to professionals are as follows:
Finn Amount
Harris + Harris LLP 96,286
Elliott Law Firm 25990
Source Point Business Group (accounting) 16,492
McPhadden Samac Tuovi LLP (tax opinion) 11,300
Jotal 150,068




TAB O



N

Memory Care Investments (Kitchener) Ltd, ("Kitchener”)

Stat, of Receipts and Disbur t

For the period November 15, 2013 to March 31, 2017

[ dited)

Recelpts Notes Amount
Syndicated Mortgage Investment ("SMI") proceeds 1 10,576,800
Affifisted entitics 2 1,224,693
Mortgage proceeds (2174217 Ontario 1.td.} 950,000
Sales tax refunds 247,934

12,999427

Disbursements
Land + 169 Borden Avenue 3,565,617
Aftiliated entities 2 3,236,592
Interest paid and feas, ineluding interest reserve 1,829,063
Droker and referral fees . 3 1,733,088
Payments to Sharcholders 4 1,546,799
Development and other costs 761,993
Amounts paid 1o professionals 5 269,624
Unknown 52,300

12,999,135
Ending Bank Balance 253
otes:
1. Represents amounts raised from Investors through syndicated morigages.
2. Represents funds received and advanced to known affiliated entities as detailed below.
Net Amounts
Amounts Amounts Received £
Ertity Description Recsived Advanced (Advanced)
Memory Care Investments (Burlington) Ltd.  Owss property in Burlington 778,456 (339.000) 419,456
Teatbook (774 Bronson Avenue) Ine. QOwrs property in Ottewa 91,500 - 91,500
Textbook Ross Park Inc. Owns property in:-London 135,000 (72.000) 63,000
Textbook (445 Princess Street) Inc. Owns property In Kingston 32,000 - 32,000
2372519 Ontario 1.4d, Sold property - (1,510) (1,540)
McKenzic Marsh Investments Ltd, May relafe 10 develapment activities. - (16,200) (16,200}
Memory Care Investments (Oakville) Lid, Owns praperty in Oakville 92,267 (146,600) (54,333)
Traditions Development Company Owned by former Dircctor and Officer of MCIL B (275,532 {275,532)
Legacy Lane Investments Lid. Owns property in Huntsville 120 (312,630} {312,510)
McMurray Street Investments Ltd, Qwns praperty in Bracebridge - (516,750) (516,150)
Scollard Develop: Corporation Qwns property in Whitby 95,350 (3,556.370) (1,461,020}
Total 1,224,693 (3,236,592) {2,011,899)
3, Represents broker and referral fees paid to Tier | Trangaction Advisory Sexvices Ine, and First Commonwealth Montgage Corporation
4, Represents funds paid to Sharehalders and entities and individvals related 1o Shareholders,
Munagement  Due Dilipence
Entity Fees Fees Loans Other Total Amount
Rai Singh (loan repayment) - - 650,000 - 650,000
Teatbook Stident Suiles Inc. - . 515,000 . 515,000
Acolian Investments L1d, 505,840 - - - 505,840
Tler 1 Transaction Advisary Services Ine, - 115,787 - 33,502 135,299
Memory Care Investments Lid, - - 113,460 14,500 127,960
Textbook (256 Rideau Strect) Inc. - . . 111,000 111,000
RS Consuliing Group - - - 56,500 56,500
Jessica Davies - B 4,260 4,260
I ine Torrace M Carporati : - - - - 60 (60)
Textbook Suites Ine. - - {563,000) - (5063.000)
Total 505,840 115,767 715,460 209,712 1.546.299
S, Amounts paid to professionals are 28 follows:
Fiom Amount
Harvis + Hamis LLP 189,057
Elliott Law Firm 48,590
Peter Tuovi (tax opinian) 22,600
Qther (accounting, legal and appraisal) 9.317
Total 269,624




TABP



1025

McMurray Street Investments Ine,
Stateraent of Recelpts and Disbursements
For the period May 18, 2012 1o April 17, 2017

(C$; unaudited)

Receipls Notes Amount
Affiliated entitics ] 4,137,020
Syndicated Mortpage Investment (“SM1") proceeds 2 3,525,001
Unknown 1,535,035

9,197,056

Disbursements
Development costs . 1,352,916
Payments o Shareholders 3 1,534,490
Interest paid and fees, including interest reserve 868,215
Broker commissions 4 795,578
Morgage payment to Sinocoin Capital Inc, 5 548,170
Affiliated entities 1 400,658
Mortgage paymnent 1o Pillar Financial ! 6 257,206
Amounts paid to professionals 7 246,652
Sundry payments 172,377
Unknown 1,020,382

9,196,674

Ending Bank Balance w2

Notes:

1. Represents amounts received and advanced to known affilinted entities as detailed below.

Net Amounts
Amounts Amounts Received /

Entity Description Received Advanced (Advanced)
Mumory Care Investments (Oakville) Ltd. Owns property in Oakville 1,368,635 (103,800} 1,264,835
Scollard Development Corporation Owns property in Whitby 983,035 . 983,035
Memory Care Investinents (Burlington) Inc. Owns property in Buelington 530,720 (152,900) 377,820
Memory Care Investments (Kitchener) Ltd Owns property in Kitchener 516,750 - 516,750
Legacy Lane Investments Ltd. Owns property in Huntsville 658,480 (143,988) 514,492
Textbook (445 Princess Streat) Inc. Owns property in Kingston 64,000 - 64,000
Textbook (774 Bronson Avenue) Inc, Owas property in Oftawa 14,000 - 14,000
Texthook (555 Princess Street) Inc. Qwns property in Kingston 1,400 - 1,400
Total 4,137,020 (400,088) 3,730,332

2. Represents amounts raised from Investors through syndicatcd mortgages.

3, Amounts paid to Shareholders and entitiesfindividuals related to Sharcholders arc as follows:

Management  Moscowitz

Entity Fees (Note 1) Other Total Amount
Acolian Invesbnents Lid. 273,969 - (33,200 220,769
Memory Care Investments Ltd, - - 210,100 210,100
Judith Davies - - 150,500 150,500
John Davies - 934,589 55,500 990,089
Jessica Davies - - 7,857 7,857
Sarah Davies - - 3,675 1,675
Andrew Davics - - 1,500 1,500
Lafontaing Terrace M Ing, (50,000) {50,000)
Tota) 273,969 934,589 325,932 1,534,490

(a) Represents amounts paid 10 Moskowitz Capital Mongage Fund 1T ("Moscowitz"). Moscowitz is not a mongagee on the property owned by MeMurray; however, it is a mortgages
homne,

4, Represents broker and referral fees paid to Tier | Transaction Advisory Scrvices Ing., First Commonwealth Mortpage Corporation and other brokers,
5. Themortgage was advanced by Sinocoin Capital Inc. to McMurray prior to the scope of the Rexciver's review. The morigage was paid-out on May 3, 2012,
6. Represents mortgape payiments o Pillar Financial. The Receiver has not identified the mongage proceeds in McMurray's bank statements.

7. Amounts paid to professionals are as follows:

Finn Amount
Harris + Harris LLP 184,697
Chaitons LLP 24,916
Stephen Beaumont, CGA 17,000
Cassels Brock 10,000
Other 10,038

Total 246,652
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1703858 Ontario Ltd, ("Burlington”)
§ of Recefpts and Disbur
For the perivd January 1, 2013 to-March 31, 2017

(CS: unavdied)

Receipts Notes Amount
Syndicated Martgage Investment ("SM1") procesds 1 8,302,600
Affiliated entlties 2 2,280,540
2174217 Ontario Ltd, 1,250,000
HST refunds 122,770
Sundry receipls 110,214

12,066,634

Disbursements
Affiliated entities 2 2,838,794
Burlington share purchase (Jand) 3 2,500,718
Development and other eosts 2,402,331
Interest paid, interest teserve and fees 1,565,336
Braker commissions and referral fees 4 1,356,231
Payments to-Sharcholders 5 843,800
Amounts paid 1o professionals 6 258,720
Sundry disbursements 232,130
Unknown 58,161

12.066.240

Ending Bank Balante 334

General Note; Burlington is a subsidary of Memwory Care Invesments (Burlington) Lid. {"MC Burlington), The schedule includes transaceions in MC Burlington's bank aceount.

Notes;

1. Represents amounts raised from Investors through syndicated mortgages.,

2, Represents funds received and advanced to known affiliated entities as detailed below,

Net Amounts
Amounts Amounts Reeeived /

Entity Description Received Advanced {Advanced)
Memory Care Invessments {Oakville) Led. Qwns property in Oakville 602,900 (221,475) 381,425
2372519 Ontario Inc, Sold propesty 102,100 - 102,100
Textbook (774 Bronson Ave.) Ltd. Owns property in Otawa 98,000 - 98,000
Scoilard Development Cormaration Owns property in. Whitby 912,120 {B97,325) 14,795
Textbook (525 Princess Street) Litd, Owns property in Kingston 10,000 - 10,000
Texibook (555 Princess Street) Ltd, Owns property in Kingston 4,000 - 4,000
Textboak (445 Princess Strear) Ltd. Quwns property in Kingston 2,500 - 2,500
McKenzie Marsh Jnvestments Lid, May relate o development activities - (1,500) 1,50D)
Textbook Ross Park Inc. QOwns propenty in London 7,000 {50,000) {43,000)
Legacy Lanc Investments Lid. Owns property in Huntsville 50,020 (93,300) (43,280)
Traditions Development Company Owned by former Director and Officer of MCEL - (265,767) (268,767)
McMurray Street Investments Lid, Owns propesty in Bracebridge 152,900 (530,970) (378,070)
Memory Care Investments (Kitchener) Ltd. Owns praperty in Kitchener 339,000 {778.456) {439.456
Total 2,780,540 (2,835,704) (558,254}

3. Burlington is the owner of the properties municipally described as 2168 and 2174 Ghent Avenue, Burlington. In May, 2013, MC Burlington purchased all of the outstanding shares
of Burlinglon for $2.5 million.

4. Represents broker and referral fees paid to Tier 1 Transaction Advisory Services Inc. and First Commonwealth Mortgage Corporation.

5, Represents amounts paid 1o Shareholders and eatities and individuals related to Shareholders, as follows:

Due
Management  Diligence

Entity Fees Fees Loans Other Total Amount
Aeolian Invesiments Lid, i 592,360 - - 592,360
Memory Care Investments Ltd. . - 182,054 17,100 199,154
Lafontaine Terrace M: Corporati - - - 105,000 105,000
Tier 1 Transaction Advisory Services Ine, - 78310 B 9,431 87,341
Sarah Davies - - - 9,645 9,645
Textbook (256 Rideau Street) Inc, - - . §,300 5,300
Textbook Student Suites Inc. - : (145,000} - {145.000).
Total 592,360 78.310 17,054 146,076 $53.800

6. Amounts paid to professionals are summarized as foliows:
Firm Amount
Harsis + Hanis LLP 168,383
Eliott Law Firm 48,590
Peter Tuovi (fex opinion) 22,600
Source Point Business Group (accounting) 16,238
Beckett Lowden Read Chartered Accountants 919
Tolal 258.729




TAB R



ACKNOWLEDGEMENT AND DIRECTION
(MEMORY CARE INVESTMENTS (KITCHENER) LTD.: KITCHENER ONTARIO
ALZHEIMER'’S PROJECT)

I, , acknowledge that I have read and understand the information
and warnings contained in the Summary below and Schedules “A” (Loan Agreement), “B”
(Syndicated Mortgage Participation Agreement) and “C” (Property Description) attached thereto.
I hereby confirm that I expressly authorize a mortgage loan of the sum of
A (my “Mortgage Advance”) as part of this mortgage loan
transaction. I further authorize and direct MC Trustee (Kitchener) Ltd., the Bare Trustee, (as
defined in the Syndicated Mortgage Participation Agreement) to: (i) hold my Mortgage Advance
and invest my Mortgage Advance as set out in the Loan Agreement; (ii) slipsheet the appropriate
date of the Syndicated Mortgage Participation Agreement that the Bare Trustee considers
reasonable in the circumstances; and (iii) do all things necessary to complete the transactions
contemplated in the Loan Agreement.

I understand that until my Mortgage Advance is advanced pursuant to the Loan Agreement such
funds will not earn any interest.

Dated at the city/town of , in the Province of

This day of ,201

Lender’s Name:

Lender’s Address:

Lender’s Phone Number:

Lender’s Fax Number:

Lender’s Email Address:

Lender Signature:

Name of Witness:

Witness Signature:
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ACKNOWLEDGEMENT AND DIRECTION

SUMMARY

DATE: ,201

To:  First Commonwealth Mortgage Corporation and Tier 1 Mortgage Corporation
(collectively the “Mortgage Broker”)

Based upon the information furnished to us, MC Trustee (Kitchener) Ltd. (sometimes hereinafter
referred to as “the Trustee for the Lenders™) undertakes to provide mortgage financing on my
/our behalf, subject to the following terms and conditions set out below and in Schedules “A”
(Loan Agreement), “B” (Syndicated Mortgage Participation Agreement) and “C” (Property

The Lender:

Type of Mortgage:

Borrower(s)/Mortgagor(s):

Property Address(es):

Terms:

- Description) attached, which schedules form part of this Acknowledgement and Direction.

Proceeds used for acquisition of property, design,
marketing, approvals, rezonings, drawings, engineering
report and information centre construction for a dedicated
Alzheimer’s and dementia care facility project and related
matters at property located at 169 Borden Avenue,
Kitchener, Ontario

Memory Care Investments (Kitchener) Ltd.
169 Borden Avenue, Kitchener, Ontario

Proposed loan amount is up to $12,800,000 for a Four (4)
year term with interest at a fixed rate of 8.00% per annum
plus a possible additional payment of up to 4.00% per
annum payable in accordance with the Loan Agreement (as
hereinafter defined) as set forth in Schedule “D” attached
thereto. The initial loan advances will be for $6,500,000
consisting of the first tranche of $4,250,000 and a second
tranche thereafter in the amount of $2,250,000. The
$6,500,000 load advance(s) will only be increased where
the Borrower obtains a new valuation/appraisal for the
Property demonstrating to the satisfaction of Olympia Trust
that the Property value has increased. Olympia Trust will
advise the Borrower of the new maximum amount of
mortgage proceeds that may be registered against the
Property and the Borrower shall be entitled to borrow such
additional amount on the same terms and conditions as set
out herein and which additional mortgage investors shall
rank pari passu with the prior mortgage holders; and the
Borrower shall be entitled to increase the mortgage charge

‘C:‘.Uscrs'\rkash)'ap.}(s\’ADV ISOR Y AppDataiLocal'Micrusoft:Windowsi Temporary Intemnet Files\Content.Outlook\HD2OUVIX Acknowledgement and Direction.}1H.November 22 2013.doc
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Potential Conflict of Interest:

-3-

amount which will initially be for $6,500,000.00 to the

- amount agreed between the Borrower and Olympia Trust.

The loan and the mortgage will be postponeable to
construction financing not to exceed $19,750,000. The
loan may be advanced in one or more tranches. The
Borrower shall be entitled to prepay the mortgage principal
amount, in whole or in part, at any time after the third
anniversary of the initial registration of the mortgage and
shall no longer be required to pay the 8.00% per annum
interest rate on the principal outstanding, after the date of
the prepayment. For greater certainty, in addition to the
prepayment of all principal outstanding and any accrued
and unpaid interest, the Lender shall continue to be entitled
to the 4% per annum additional payment for the balance of
the term of the mortgage, in accordance with the Loan
Agreement.

Interest Only Payments (quarterly)

The Property will be acquired by the Borrower from a
company related to the Borrower and with the same
shareholders as the Borrower, namely 2372519 Ontario
Ltd. which company purchased the Property on June 4,
2013 for $1,585,000.00. The shareholders of 2372519
Ontario Ltd. will make a gain on the sale of the Property
from 2372519 Ontario Ltd. to the Borrower. Since the
acquisition of the Property by 2372519 Ontario Ltd. and
prior to closing of the sale of the Property to the Borrower,
2372519 Ontario Ltd. has or shall have negotiated the
purchase of and acquired the Property from a receiver,
operated the existing retirement home on the Property and
funded all operating shortfalls, relocated existing residents
to alternative facilities and borne all relocation costs, dealt
with all union employment issues related to the union
employees at the former retirement residence, and
demolished the existing structures on the Property. A
partner in the law firm that represents the Borrower (Harris
+ Harris LLP) is also a shareholder of 2372519 Ontario
Ltd. Raj Singh, a principal of Tier 1 Transaction Advisory
Services Inc., a company providing consulting services to
the Company, is also a sharcholder of 2372519 Ontario
Ltd.

€t Userswkashy2ap. KSVADVISOR Y AppData'LocaliMicrosoft: Windows: Temporary Intemet Files\Content, Cutleok HID2OUVIX Acknowledpement and Direcsion HH. November 22 2013.doc
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Interest Adjustment Date:

Fees:

Mortgage Origination,
Referral, Management and
Consulting Fees:

Legal Fees:

Mortgage Brokerage Fee:

Appraisal Fee:

Amortization:

4

To be determined

$1,920,000 (based on a maximum mortgage advance of
$12,800,000). If the actual mortgage advance is less than
$12,800,000 then the Mortgage Origination, Referral,
Management and Consulting Fees will be proportionately
reduced. :
$20,000 plus HST plus Disbursements (which shall include
Title Insurance and other Expenses) shall be payable to
Nancy Elliott, Barrister & Solicitor, acting for the Lenders,
which shall be deducted from the first loan advance to the
Borrower. Harris + Harris LLP shall act for the Borrower
and shall invoice the Borrower directly for all legal fees,
costs and disbursements. It is anticipated that the fees of
Harris + Harris LLP will be approximately $28,000 plus
HST and disbursements for work related to this mortgage
transaction, but excluding preparation of any offering
documents that may be required in jurisdictions where a
mortgage participation interest does not constitute an
exemption for securities law compliance. In the event that
there are additional loan advances, then additional legal
fees of $3,000 plus HST plus Disbursements shall be paid
to Nancy Elliott and it is expected that Harris + Harris LLP
shall incur legal fees of approximately $17,000 plus HST
and disbursements on each subsequent tranche advanced to
the Borrower.

$128,000 (based on $12,800,000 maximum mortgage
advance) payable to the Mortgage Broker, based on 1% of
the aggregate Mortgage advance (In addition are the
Mortgage Origination, Referral, Management and
Consulting Fees that will be directed by the Mortgage
Broker, referred to above). Where the actual mortgage
advance is less then the Mortgage Broker Fee shall be

proportionately reduced.
NIL

N/A

Ciillsersukashysp.KSVADVISOR Y AppDataLocal- Microsof: Windows: Temporary Intemet Files\Content. Outlook: HD2IUVIXiAcknowledgement 2nd Direetion. HH.November 22 2013.doc
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SCHEDULE “A”

LOAN AGREEMENT
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SCHEDULE “B”

SYNDICATED MORTGAGE PARTICIPATION AGREEMENT
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SCHEDULE “C”

PROPERTY DESCRIPTION

Legal Description:

PIN: 22507-0109 LT
LT 6 PL 655 KITCHENER; KITCHENER

Municipal Description:

169 Borden Avenue, Kitchener, Ontario

1033
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Tier 1 - Cosing Oocumients for Davies Praperties Missing information

445 Princess 525 Princess $55 Princess Legaty lane  Memory Care Qakville  Memory CoreKitchener  Memory Care Burfington McMusray Boathaus Bronson  Ross Park

Farm 90 - Investment Authority X X x x X X X X X X X
Acknowledgement and Direction X X X X X X X x X X X
Loan Agreement X X x X b X X X x X X
Syndicated Mortgage Participation Agreement X X X X X x X X X X X
Memorandum of Understanding X X X X - X X X X x X X
OT Arms-Length Mortgage Documents including

Mortgage Direction and ity Agreement X X X X X X x x x X X

Solicitors Certificate of Disclosure and Undertaking regarding Arms-Length Mortgages X X X X X X X x X X X

Lender Acknowledgement and Consent Agreement X X X X X b4 X X X
[invester/Lendor Disclosure Statement for Brokered Transactions X X X X X X X X X
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MM FARCEL REGISTER (ABBREVIATED) FCR PROPERTY IDENTIFIER
P > . « N LAND PGE | OF 5
I Ontarlo Sel‘\llceontar 10 REGISTRY PREPARED FOR Alexandradl
OFFICE H65 79530-0018 (LTI ON 2017/05/25 AT 14:30:52
* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *
EROEERTY_RESCREPTION: UNIT 18, LEVEL 1, YORK REGION VACANT LAND CONDOMINIUM PLAN NO. 999 AND ITS APPURTENANT INTEREST. THE DESCRIPTION OF THE CONDOMINIUM PROPERTY T$ : PT
8LK 1 PL 6SM363L, PTS 2, 3 & 4, 6SR26022; TOWNSHIP OF KING. S$/T & T/W AS SKT OUT IN SCHEDULE "A™ OF DECLARATION ¥YR3Z23496. S/T EASE IN YR342172.
PRORERTY._REMARES : S/T SUBSECTION 44{1) GF THE TAND TITLES ACT, R.S$.0. 1990 EXCEPT PARAGRAPHS 3 & 14 THERLOK.
ESTATE/QUALIFIER: RECENTLY RIN_CREDTION DATE:
FEE SIMPLE CONDOMINIUM FROM 03381-0204 2003/97/2%
ABSOLUTE
CENERS', NAMES CAPRCITY JEARE
DAVIES, JUDITH LEKORE TRST
DAVIES, JOWN SVaN TRST
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
** PRINTOUI| INCLUDES ALY DOCUMENT TYPES AND|DELETED INSTRUMENTY SINCE 2003/07/21 **
R536801 1990/03/G7 | AGREEMENT c
REMARKS: R505559 ~ REMARKS ENTERED |IN ERROR ~ ADDED 2(03/01/24 BY LOIS YAKINCHUK
R555403 1990/11/02 | AGREEMENT €
R5781L3 1891/99/17 AGREEMENT C
REBARKS: R422769 - REMARKS ENTERED |IN ERROR - ADDED 2(j03/01/24 BY LOIS YAXIWCHUK
R593261 1992/04/27 | AGREEMENT ¢
REPARKS: RS50S5H9 ~ REMARKS ENTERED |IN ERRCR ~ ADDED 2()03/01/24 BY LOIS YAKINCHUK
R645280 1994/08/16 | AGREEMENT ¢
RES52983 1995/901/05 | AGREEMENT €
RE672975 1$96/02/09 | AGREEMENT c
LT1525322 |2000/09/13 | NCTICE RGREEMENT CLUBLINK CORPORATICH TIIE CORPORATION GF THE TOWNSHLP OF KING [
PENFUND CAPITAL (NO.1) LIMITED
ONTARIO MUWICIEAL EMPLOYEES RETIREMENT SYSTEMS
REPARKS: SITE HLAN DEVELOPMENT
YRe1887 2001/710/17 NOTICE AGREEMENT CLUBLINK CORPORATION THE REGIONAL MUNICIPALITY OF YORK <
YRE493% 2001710425 NOTICE AGREEMENT CILUBLINK CORPORATION ‘THE CORPORATLION QF THE TCWNSHIP OF KING o4
YR93236 2002/61/07 | NOTICE AGREEMENT CLUBLINK CORPORATION THE CORPORATION OF THE TOWNSHIP OF KING c
PACLELC LIFE INSURANCE COMPANY
YR242719 2002/12/09 { NOTICE THE REGIONAL MUNICIFPALITY OF TORK c
NOTZ: ADJCINING PROPERTIES SHOULD BE INVESTIGATED TO-ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPIION REPRESENTED FOR THIS PROFERTY.

NOTE

BSORE THAT YOUR PRIMTOUT STATES THE TOTAL NUMBER OF PAGKS AND THAT YOU HAVE PiCKED THEM ALL UP.
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z’:/"’ Ontario

ServiceOntario

PARCEL REGISTBR (ABBREVIATED) FCR PROPERTY IDENTIFIER

LAND

PAGE 2 OF 3

REGISTRY
OFFICE #6353

l 29530-0018 (1T)

* CERTI¥IKLD IM RCCORDANCE WITH THE JAND TITLES ACT * SUBJECT TO RESERVATIONS TW CROWN GRANT *

PREPARED FOR Alexandrall
ON 2617/05/25 AT 14:30:52

BEMARRS : BY~LAH

#5

. CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
YR257651 2003701717 | NO SUB AGREEMENT CLUBLINK CORPORATTON THE CORPORATION OF THE TOWNSHIF OF KING [
YR251732 2003701717 | NOTICE AGREEMENT CLUBLINK CORPORATION TEE CORPORATION OF THE TORNSH!P OF KING c
CCCC KING VALLEY LTD.
REMARKS: SITE HLAN AGT.
YRAEIAIZ 2003/D420 | cHARGE AN TEBETER-ACAI NS T THIS FRODERTY—txt
CECE-KING- VPR ALY HEBG—HANK-CANADR
FR2EIGHD | 2803401430 | GHARGE :
SECT—RAING—VALLEY—LFor GLUBLEK—GORUORATION
FR26R0446 JGOIAPLOL | HORERE A+d PELETID ASAINGT THIL HRORERTY~TZL
CEEE—KING-VALLEY LD CHLUBHERK—COREORATECN
REMARKG+—WRISTH96
¥i?_-34?_-' 2003 LUQ,L“‘B ROSTRONRMSME A DELSTERIEAINS T TH L S PRORERIN—LTk.
CRAIBLINK - CORPORATEON HSBGEANK-CANAGR
ARG E 2F R 52 A OO T YRAEZE D
YRCPUGS 2003/07/10 | PLAN CONDGMINLUM C
YR325496 2003/07/710 | DECLARATIUN CORDO CCCC KING VALLEY LTD. C
YR331491 2003/07/23 | HOTICE THE CORPCRATICN COF THE TOWNSHIP OF KING CCCC KING VALLEY LTD. [
YR337354 2003/08/0% | APL ANNEX REST CO¥ CCCC KING VALLEY LTD. 4
REMARKS: FOR 2{ YRS FROM DATE OF REGISTRATION OF YORK [REGIGN VACANT LAND CONOOMINIUM PLAN NO. $85.
YR338671 2003/0%/06 | CONDO BYLAW/58 YORK REGLON VACANT LAND CONDOMINIUM CORFORATION WO. 9993 <
RENARKE: BIX~LAn I
YR338672 2003/08/06 | CONDO BYLAW/ 98 YORK REGION VACANT IANL CONDSMINIUM CORPORATION NO. 938 c
RENARKS: BY~LAW #2
{RIZIETS 2003/08/G6 | CONDO BYLAW/98 YORK REGION VACANT LAND CONDOMINION CORPORATION NO. 89% [
REMARKS: BY~Lak €3
YRI3IBE 2003/08/C6 | CONDO BYLAN/OR YORK REGICN VACRNT LAND CONDOMINIUM CORPORATION NO. 2939 C
RERKS: BY-LAW #4
YR3I3B&TS 2003/08/06 | COMDO BYLAW/9B YCORK REGION VACANT LAND CONDOMINIUM CORFORATION WO. 999 [>4

NOTE: ARJOINING PROPERTIEZ SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIFTIVE INCONSISTENCIES, ILF ANY,
MOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOVAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

WITI DESCRIFTION REPRESENTED FOR THIS PROPERTY.
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e — — e - R R N ——— — — . — U —
I PARCEL REGISTER {ABBRIVIATED) FOR PROPERTY ILENTIFIER
>y . . . LAKD BAGE 3 OF §
I,fr Ontal’lo Sel‘VICeOI‘ItaI‘IO REGISTRY PREPARED FOR Alexandrall
OFFICE H65 20530-0018 {LT) ON 2017/05/25 AT 34:30:52
+ CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESSRVATIONS IN CROWN GRANT *
CERT/
REG. NUM. DATE INSTRUMENT TYPE AMOUNT PARTIES FROM PARTIES TO CHKD
,‘(‘w“‘] [ ;Z 1 ';L”g 3 np' E'E’I FXE’QMJ AP _COMPLRTIT RLETR X &t
GLUBLINK-CORFARATILEN
CEEEKING—VALLRYL LED
YR342172  }2003/08/13 | TRANSFER EASEMENT - $2 | YORK REGION VACANT LAND CORPORATION NO. 929 HYDRO OWE METWORKS INC.
2004409423 | DESCH-OF-GHARGR KA GOMPLATELY CELETED- A
SN P

YRS06HRT GO-

0523 | PISGH-DOF--GHARGE

RE—YHBE RGO

¥RE0HD2L &

TRANSEER

YROQ5HGH 2806401403 | RLSCH-OE-GHARGE
P I
¥RO3ZIOD | 2000401405 | GHAREGE
FRAGI052 2REIABBLDZ | GHARGK
¥R1022043 | 2003468462 | S18GH OF CHARGE
YR1042387 2007/Q8724 DECLARATION CONDO

REGARKE: AMENDMENT TQ YRI23436

CLUBLIN N

o KA AL L BBl

Sk COMPLETELY-SE-HTR St

At GOMEPLSTE Y —SELETED kAL

WRLCHT,—CARY-—dOHN

S

o s porers I

HRLCHT AR Y— IO

AMDRERS  —MARIA

A4 COMRERLR LY DR LEFED--1I-%

WREGHT—ELIFARKTH HENALEDTS

22t GOMPLE PR LY—DELETER 1A%
AT ONA—BANK-OF- CRRADA

AR GO TE Y FELETER—tA

TR SVREN. IS DT IR X WY

ANDRENS—MDRTA
X r COMRLETELY - PRIék 2L

SOOTIA-MORT G E—GARBORATICY

@
~1
[=)

YORK REGIOH VACANT LAND CONDOMINIUM CORPORATION NO. 399

WRTGHT»—GRARF—OHN
WRIGHT—E LR ABETH-HENREET TR

HATE ONAG—BANK-QE-GRNA LN

TNPREWE—MARTS

SCOTLAMORTERGE—CORBUIRATLON

NOTE: ADJOLNING PROPERTIES SHOULD BE LKVESTIGATED TC ASCERTAIN DESCRIPTIVE INCONSTSTENCIES, 18 ANY, WITIl DESCRIPTION

MOTE: EMSURE THAT YOUR PRINTOUT STATER THE TOTAL WUMBER OF PAGES ARU THAT YOU HAVE PICKED THEM ALL UF.

RESENTED FOR TH13 PROPERTY.
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LAND

REGLETRY
OFFICE #63

FARCEL REGISTER (ABS8REVIATEDR] FCR PROPERTY IDSMNTIFLER

I 23530-9018 (LT}

FAGE 4 OF 5
PREPAREDR FOR AlexandraCl
ON 2017/CS$/25 AT 14:30:52

*+ CERTIFIED IN ACCORDANCE WITE THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

N G NS G N W B BN N G

L

NOTE:

ENSURE THAT YOUR FRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

CERT/
REG. NUM. DATE INSTRUMENT TYPE RMOUNT BARTIES FROM PARTIES TO CHKD
CORRECTIONS: 'AMOUNT' CHANGED FROM |'$ 0.0G' 7O '$ 70.40' ON 2007/08/27 DY THERESA MALLORY.
YRLEI?7300 | 2011/G7/12 | TRANSFER $975,000 | ANDREWS, MARIA DAVIES, JUDITH LENOKE <
DAVIES, JOEN EVAN
DAVIES,JRETH-SENGRE MOSKOWERA—CARETAL—ORTEAGH—FNR-TIINe
WIR2302 | B HOASECN--RENT—GEN *EE DOMBLERELY L)
PARS U DE TR RNORE I3 PRI AL MO RO AG BT —L - LING-
DAVEES,—JOHN-EVPN
REJRHS—¥RIE37205
GANRBIAN-HERRIAL - BANK—OK GOMMERGE
REfARIE RS0
TR2235381 | 2014/12/1% | CHAPSGE $1,950,000 | DAVIES, JOtmi EVAN MOSKOWITZ CAPITAL MORTGAGE FUND iI INC. c
DA¥IES, JUDITH LENORE
YR2248662 | 2015/01/28 |LiiEn HER MAJESTY THE QUEEN IN RIGHT OF CANADR AS REPRESENTED 3Y c
THE MINLSTER OF MATIGNAL REVENUE
REMARKS: TAX LIEN
YRE250062 | ABISL02424 | MECH OE CHARGH 245 COMPLETRLYDELETER &4s
HOSKOWITE—CART TAL-HORTCACE— EUND —T-—1NG
AR RAERAIO I~
¥RIVEGOTH. | 2015/02426 | CHARGE A28 COMPLELELY DEFHTHAS14
PAVIES,~-JOHN-EYAN GEHRRALS-HOGKEY—ING~
3. 4Pk & d FHLD LT H et N OR K G{'pu"ﬂn;s HOSKEY HOLPINGS INC.
CSHAHA—JUNEOR— 1A HOGKEY—GHUB—LEITED
YR2260106 | 2015/02/26 | LIZK $204,364 | BER MAJRSTY THS QUEEN IN RIGHT OF CANADA RS REPRESENTED BY c
THE MINISTER OF NATIONAL REVENUE
YR2434082 | 20616/02/23 | LIEN 528, 673 | HER MAJESTY THE QUEEN IN RIGHT OF CANADA A% REFRESENTED BY €
THE MINTSTER OF WATIONAL REVENUE
REBARKS: INCOMS TAX
YR2580860 | 2016/12/05 |L1sN $145,898 | HER MAJESTY THE QUEEN IN RIGHT OF CANADA AS REPRESKENTES BY c
THE_MINISTER OF NATTGRAL REVENUE
WOTE: ADJOINING FROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSTSTENCIES, IF ANY, WITH D3SCRIPTION REPRESENTED FOR THIS PROPERTY.
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‘OR PROCPERTY LLENTIZIER
PAGE 5 OF 5

REGLSTRY
OFFICE %65

20530-0018 (LT}

* CERTIFIED IN ACCORDANCE WITH THE LAND TTTLES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

PREPARE FOR AlexandraQl
ON 2017/05/25 AT 14:30:52

REG. NUM.

DATE INSTRUMENT TYPE PAMOUNT

PARTIES FROM

PRRTIES TO

CERT/
CHKD

LRAGSIRDT

2037434425 BLEGH—ONCHARCE

- - N

A GO AR
GRNF R b OGNS
GENBERALS~hOCKEY-HOLDINGE—ENG

CCHARR—INLAR- A" EOCKREY CTUR L IMITIR
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COURT FILE NO: CV-17-11689-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SCOLLARD DEVELOPMENT
CORPORATION, MEMORY CARE INVESTMENTS (KITCHENER) LTD., MEMORY CARE
INVESTMENTS (OAKVILLE) LTD., 17038568 ONTARIQ INC., LEGACY LANE
INVESTMENTS LTD., TEXTBOOK (525 PRINCESS STREET) INC. AND TEXTBOOK (555
PRINCESS STREET) INC.

AND IN THE MATTER OF A MOTION PURSUANT TO SUBSECTION 243(1) OF THE
BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. 1990, C. C.43, AS AMENDED

THIRD REPORT OF
KSV KOFMAN INC.
AS RECEIVER AND MANAGER

MAY 18, 2017

1.0 Introduction

1. This report (“Report”) is filed by KSV Kofman Inc. (‘KSV") as receiver and manager
of the real property ("Real Property") registered on fitle as being owned by Scollard
Development Corporation (“Scollard”), Memory Care Investments (Kitchener) Lid.
("Kitchener”), Memory Care Investments (Oakville) Ltd. ("Oakville”), 1703858 Ontario
Inc. (“Burlington”), Legacy Lane Investments Ltd. ("Legacy Lane”), Textbook (625
Princess Street) Inc. ("525 Princess") and Textbook (555 Princess Street) Inc. (655
Princess”) (each of the foregoing a “Company”, and collectively the “Companies”),
and of all of the assets, undertakings and properties of the Companies acquired for

or used in relation to the Real Property (together with the Real Property, the
"Property").

ksv advisory Inc. Page 1



2. Pursuant to an order of the Ontario Superior Court of Justice {*Court") dated
October 27, 2016, Grant Thornton Ltd. was appointed Trustee (“Trustee”) of eleven
entities’ (collectively, the “Trustee Corporations”) which raised monies from investors
through syndicated mortgage investments. The Trustee Corporations then advanced
these monies on a secured basis pursuant to [oan agreements between the Trustee
Corporation and the applicable Davies Developer (as defined below).

3. On January 21, 2017, the Trustee brought a motion for an order ("Receivership
Order”) appointing KSV as receiver and manager (“Receiver”) of the property owned
by Scollard. On February 2, 2017, the Court made the Receivership Order.

4, On April 18, 2017, the Trustee brought a motion, inter alia, seeking orders:

a) amending and restating the Receivership Order to include the real property
registered on title as being owned by Kitchener, Oakville, Burlington, Legacy
Lane, 525 Princess and 555 Princess, as well as all of the assets, undertakings
and properties of these entities acquired for or used In relation to their real
property (the “Amended and Restated Receivership Order"); and

b)  compelling John Davies and the eleven mortgagors to the Trustee Corporations
for which John Davies is a principal (collectively, the “Davies Developers” and
each a “Davies Developer”) to immediately deliver to the Trustee all bank
statements for the Davies Developers (the "Production Order”). The Trustee has
provided the Receiver with copies of the documents produced to the Trustee
pursuant to the Production Order.

5. On April 28, 2017, the Court made the Amended and Restated Receivership Order
and the Production Order. The Amended and Restated Receivership Order was
further amended and restated by a Court order made on May 2, 2017 to rectify certain
clerical errors.

1.1 Restrictions

1. In preparing this Report, the Receiver has reviewed the following information:

a) unaudited financial information of the Companies, including financial
statements;

b)  accounting records and bank statements for Scollard, Kitchener, Qakville,
Burlington, Legacy Lane, 525 Princess, 555 Princess, which were provided to
the Receiver by management of the Companies; and

T Textbook Student Suites {525 Princess Street) Trustee Corporation, Textbook Student Suites (555 Princess Strest) Trustee
Corporation, Textbook Student Suites (Ross Park) Trustee Corporation, 2223947 Ontario Limited, MC Trustee (Kitchener) Lid.,
Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation, 7743718 Canada Inc., Keele
Medical Trustee Corporation, Textbook Student Suites (445 Princess Street) Trustee Corporation and Hazelton 4070 Dixie Road
Trustee Corporation

ksv advisory Inc. . Page 2

1043



c)  bank statements for Textbook Ross Park Inc. ("Ross Park”), Textbook (445
Princess Street) Inc. (“445 Princess") and Textbook (774 Bronson Avenue) Inc.
(“Bronson”)?, which were provided by management of the Davies Developers to
the Trustee pursuant to the Production Order, and which were provided
subsequently by the Trustee to the Receliver.

2. The Receiver has not performed an audit of the foregoing information. The financial
information discussed herein is preliminary and remains subject to further review. The
Receiver is only partially through its review of the information noted above. The
Receiver expresses no opinion or other form of assurance with respect to the financial
information presented in this Report,

3. The Receiver does not have access to the books and records of Rideau.

4. The Receiver has not discussed or corresponded with John Davies or Walter
Thompson regarding this Report, including in respect of its findings.

2.0 Rideau Property

1. Textbook (256 Rideau Street) Inc. ("Rideau”) is neither subject to these receivership
proceedings nor is it a Davies Developer.

2. Rideauis the registered owner of real properties municipally described as 256 Rideau
Street, Ottawa and 211 Besserer Street, Ottawa (jointly, the “Ottawa Property”).

3.  The officers and directors of Rideau are John Davies and Walter Thompson, who are
also the sole officers and directors of 525 Princess, 555 Princess, 445 Princess,
Bronson and Ross Park. John Davies Is the sole officer and director of Kitchener,
Burlington, Oakville, Scollard and Legacy Lane. Corporate profile reports for each of
these entities are provided in Appendix "A”,

4,  As the Receiver has not been able to review the books and records of Rideau, the
Receiver does not have knowledge of the ownership structure of Rideau.

2.1 Purchase of the Property

1. According to title searches, the Ottawa Property was purchased by Rideau for $11
million on or around November 6, 2015. Kingsett Morigage Corporation has two
mortgages totalling $8.25 million registered on title to the Ottawa Property. The
mortgages were registered on title on November 6, 2015. Copies of the title searches
for the Ottawa Property are collectively attached as Appendix “B”.

2 None of these entities is subject to the receivership proceedings.

ksv advisory Inc. Page 3
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The Receiver is performing a review of the receipis and dishursements for each of the
Companies. In performing this exercise, the Receiver identified that on October 27,
2015, shortly prior to Rideau's acquisition of the Ottawa Property, 555 Princess

transferred $1.39 million to Rideau, and Kitchener transferred $111,000 to Rideau,
both by way of cheque.®

n addition, the Trustee has advised the Receiver that on October 27, 2015, Ross
Park* transferred $1.25 million to Rideau by way of cheque. The Recelver has

reviewed the Ross Park bank statements and cancelled cheque and has confirmed
this payment.

In all cases, the cheques were signed by John Davies. A copy of the relevant bank

statements and cancelled cheques for 555 Princess, Kitchener and Ross Park are
provided in Appendix “C".

As the Receiver has not been able to review the books and records of Rideau, the
Receiver cannot know with certainty the use of the funds which were transferred to
Rideau on QOctober 27, 2015. As is described below, however, the timing and amount
of the transfer causes the Receiver to suspect that the funds transferred to Rideau
were used to help finance the acquisition of the Ottawa Property.

2.2 Other Payments to Rideau

1.

The Receiver has also identified that $61,200 was transferred to Rideau by 555

Princess, 525 Princess and Burlington subsequent to Rideau's acquisition of the
Ottawa Property, as follows:

(unaudited; §)
Date of Payment

Amount
555 Princess
December 17, 2015 36,000
May 31, 2016 7,000
43,000
525 Princess
June 20, 2016 16,000
Burlington
November 5, 20155 2,200
Total 61,200

* These transfers (and the subsequent transfers by certain of the Companies referred fo below) were recorded in the
applicable Companies' general ledger as “loans” fo Texthook Studant Suites Inc. or Textbook Suites Inc. (or just

"Textbook" Inthe case of Kitchener), notwithstanding that the funds appear to have been transferred from the appiicable
entity directly to Rideau.

 Ross Park is

not subject to these receivership proceedings, as noted above.

® Payment made on the date the Ottawa Pror\;laerg was purchased. This payment is reflected in Burlington’s bank
0 de

statement as an “online banking payment".

tails are provided in the bank statement regarding the recipient.

Burlington's general ledger reflects that this payment was made to Rideau.

ksv advisory inc.
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2. Copies of the relevant bank statements and cancelled cheques for each of the

payments in the table above are provided in Appendix "D”.

3. The Trustee has advised the Receiver that $839,700 was transferred to Rideau by
445 Princess, Bronson and Ross Park subsequent to the acquisition of the Ottawa
Property, as follows:

(unaudited; §)
Date of Payment

Amount

445 Princess
July 27, 2016
August 3, 2016
August 4, 2016
August 16, 2016
August 25, 2016
August 26, 20186
September 1, 2016
September 7, 2016
September 15, 2016
September 22, 2016
September 29, 2016
September 30, 2016
October 12, 2016
October 12, 2016
October 28, 2016
November 3, 2016
December 13, 2016

Bronson
April 1, 2016
April 29, 2016
May 2, 2016

Ross Park
February 29, 2016

Total

35,000
37,000
5,000
33,000
370,000
60,000
3,000
21,000
2,600
2,000
61,000
8,000
2,300
30,000
61,000
33,000
2,600
766,500

30,000
25,000

1,200
56,200

17,000

839,700

4. The Receiver has reviewed the bank statements and cancelled cheques in respect of
the foregoing. Copies of the relevant bank statements and cancelled cheques for the

payments in the table above are provided in Appendix “E”,

ksv advisory inc.
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Pursuant to Section 7.02 (g) of the loan agreements referred to above entered into by
the Companies, 445 Princess, Bronson and Ross Park with the various Trustee
Corporations in connection with the syndicated mortgage investments (the “Loan
Agreements”), the Companies, 445 Princess, Bronson and Ross Park each
covenanted not to use the loan proceeds from the Trustee Corporations for any
purpose other than the development and construction of such entity's respective real
estate project, with certain limited carve-outs® provided in certain of the Loan
Agreements. One such carve-out is "for the purposes of earning interest income on
funds which are not immediately required to be expended by the Borrower." The
Receiver has reviewed the income statements provided to it by the relevant
Companies, and notes that there has been no interest received or accrued with
respect to the transfers fo Rideau. The Receiver has also not seen any other
document or information to suggest interest was payable on such transfers. Copies
of each of the Loan Agreements are provided in Appendix “F".

The Receiver has not corresponded or discussed with John Davies or Walter
Thompson the purpose of the above transfers; Mr. Davies could potentially provide
an explanation for such transfers. However, the Receiver can think of no commercial
or legitimate purpose for the transfers in violation of the covenants.

In discussions with- a realfor on May 10, 2017 in connection with the Receiver's
intention to market the Real Property, the realtor advised the Receiver that it had
recently been contacted in respect of a potential engagement to sell the Ottawa
Property.

Based on the information presented in this Report, and after discussions with counsel,
the Receiver believes it and the Trustee have a proprietary interest in the Ottawa
Property, and the Receiver is commencing an action against Rideau to assert its

proprietary interest in the Ottawa Property and seek certificates of pending litigation
and related relief.

3.0 Conclusion

1.

In order to take steps to protect the interests of the Receiver, 555 Princess, Kitchener
and the other entities noted herein that advanced funds to Rideau in contravention of
the express provisions of the Loan Agreements, the Receiver believes that it is
appropriate that the Court issue an order authorizing the Receiver to file certificates
of pending litigation on title to the Ottawa Property. Such relief is particularly important
and time sensitive given the Receiver's understanding that the Ottawa Property is
being (or is about to be) marketed for sale.

® In addition to the carve-out set out above, Section 7.02 (g) of cerlain of the Loan Agreements provide an additional
carve-out for any other use specified in the Loan Agreements. The Receiver and its counsel have reviewed each of
the Loan Agreements and does not believe the transfers are permitted by any other sections of the Loan Agreements.

ksv advisory inc.
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All of which is respectfully submitted,

KSY Leofran

K8V KOFMAN INC.

SOLELY IN ITS CAPACITY AS RECEIVER AND MANAGER OF

CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION, MEMORY CARE
INVESTMENTS (KITCHENER) LTD., MEMORY CARE INVESTMENTS (OAKVILLE) LTD,,
1703858 ONTARIO INC., LEGACY LANE INVESTMENTS LTD., TEXTBOOK (525 PRINCESS
STREET) INC. AND TEXTBOOK (555 PRINCESS STREET) INC.

AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY

ksv advisory inc. Page 7
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Court File No, CV-17-11805-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) WEDNESDAY, THE 17"
MR. JUSTICE MYERS ) DAY OF MAY, 2017
)

BETWEEN:

KSV KOFMAN INC. IN ITS CAPACITY AS RECEIVER AND MANAGER
OF CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT
CORPORATION, MEMORY CARE INVESTMENTS (KITCHENER)
LTD., MEMORY CARE INVESTMENTS (OAKVILLE) LTD., 1703858
ONTARIO INC.,, LEGACY LANE INVESTMENTS LTD,, TEXTBOOK

(525" PRINCESS STREET) INC. AND TEXTBOOK (555 PRINCESS
STREET)M_INC

« Plaintiff
)
,;;? ] - and -
i / TEXTBOOK (256 RIDEAU STREET) INC.
rprnns Defendant
ORDER

(Certificates of Pending Litigation)

THIS MOTION, made without notice by the plaintiff, KSV Kofman Inc. (“KSV")

solely in its capacity as Receiver and Manager of certain properly of Scollard Devclopmemb

Corporation, Memory Care Investiments (Kitchener) Ltd., Memory Care Investments (Oak\;ille)
Ltd., 1703858 Ontario Inc., Legacy Lane Investiments Ltd., Textbook (525 Princess Street) Inc.
and Textbook (555 Princess Street) Inc. and not in its personal capacity or in any other capacity,
pursuant to section 103 of the Courts of Justice Act and Rule 42 of the Rules of Civil Procedure,

for certificates of pending litigation and related relief, was heard this day,
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.

ON READING the materials filed by the plaintiff, including the Notice of Motion, the

third report of KSV dated May 16, 2017 and the appendices thereto, the factum, and the brief of

authorities of the plaintiff,

1. THIS COURT ORDERS that the Registrar shall issue Certificates of Pending Litigation

on and as against title to;

(2)

(b)

the real property municipally described as 256 Rideau Street, Ottawa, Ontario,
which is legally described under PIN 04210-0004 (LT) as LT 7, PL. 6 , S OF

RIDEAU ST, S/T & T/W CR180805; OTTAWA,; and

the real property municipally described as 211 Besserer Street, Ottawa, Ontario,
which is legally described under PIN 04210-0009 (LT) as PCL 7-1, SEC 6; LT 7,

PL 6, PART 1 - 3,4R919, N OF BESSERER; OTTAWA;

2. THIS COURT FURTHER ORDERS that the plaintiff is hereby granted leave to

register this Order and the Certificates of Pending Litigation against title to the properties

described in paragraph 1 above.

3. THIS COURT FURTHER ORDERS that this Order shall remain in full force and

effect until further Order of this Court. In the event the defendant brings a motion {o remove the

Certificates of Pending Litigation, it may move for such relief on not less than seven days’ notice

{o the plaintiff.

ENTERED AT /INSCRIT A TORONTO

BOOK NO: .
ES/DANS LE REGISTRE NO:

MAY 17 2017 @
PER | PAR: %

A, Anissinova

L L Loy
medp el
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KSV KOFMAN INC. in its capacity as Receiver and Manager of v. TEXTBOOK (256 RIDEAU STREET) INC.
Certain Property of Scollard Development Corporation, et al.
Plaintiff Defendant
' Court File No: CV-17-11805-00CL

 ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

PROCEEDING COMMENCED AT
TORONTO

ORDER
(Certificates of Pending Litigation)

BENNETT JONES LLP
3400 One First Canadian Place
P.O.Box 130

Toronto ON MS5X 144

Sean Zweig (LSUCH#573071)
Phone: (416) 777-6254
Email: zweigs@bennettjones.coin

Jopathan Bell (LSUCH#55457P)
Phone: (416) 777-6511
Email: bellj@bennettjones.com

Facsimile:  (416) 863-1716

Lawyers for the Plaintiff

LGOL
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Legacy Lane Investments Ltd. |

DIRECTORS' REGISTER
~
. Date Date W
Name of Director Elected Resigned
JOHN EVAN DAVIES
24 Country Club Drive Sep 21, 2012
King City, Ontario L7B 1M35
BRUCE W, STEWART
Sep 21, 2012 Mar 6, 2014
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Legacy Lane Investments Ltd.
OFFICERS' REGISTER
p
Date Date
Name of Officer Office Held Elected Resighed
BRUCE W, STEWART
President - Sep 21, 2012 Mar 6, 2014
JOHN EVAN DAVIES
24 Country Club Drive Secretary Sep 21, 2012
King City, Ontario L7B 1M35
JOHN EVAN DAVIES 7
24 Country Club Drive Treasurer Sep 21, 2012
King City, Ontarie L7B 1M5
\__ J

Docsment prepared using-Fast Company by Do Process Software

Efiective date; Mar 6, 2014



Legacy Lane Investments Ltd.

1054

SHAREHOLDERS' REGISTER
r ™
No. of Class Of
Date Name Shares Shares Held
Sep 21, 2012 R. Alan Harris 100 Class B
Sep 21, 2012 Aeolian Investments Ltd, 100 Class B
Mar 6, 2014 Aeolian Investments Ltd. 50 Class B
Mar 6, 2014 R. Alan Harris 50 Class B
\___ J

Document prepared using Fast Company by Do Process Software

Effective date: Mar 6, 2014



King City, Ontario L7B 1M5

Ji | 1055

h Memory Care Investments (Kitchener) Ltd.

!l DIRECTORS' REGISTER

Lo )
Date Date

l Name of Director Elected Resigned

JOHN EVAN DAVIES
!I 24 Country Club Drive May 9, 2013
)

L]

|

{

; \__ J
L Document prepared using Fast Company by Do Process Software Effeclive date: Mar 6, 2014
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Memory Care Investments (Kitchener) Ltd.
OFFICERS' REGISTER
~ ™
Date Date
Name of Officer Office Held Elected Resigned
BRUCE W. STEWART
President May 9, 2013 Mar 6, 2014
JOHN EVAN DAVIES
24 Country Club Drive Secretary May 9, 2013
King City, Ontario L7B 1M5
JOHN EVAN DAVIES
24 Country Club Drive Vice President May 9,2013
King City, Ontarjo L78B 1M3
L J

Document prepared using Fast Company by Do Process Software

E#fective date: Mar 6, 2014
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Memory Care Investments (Kitchener) Ltd.

SHAREHOLDERS' REGISTER

(" h
" No. of Class Of
Date Name Shares Shares Held
Memory Care Investments Ltd.
May 9,2013 . 100 Class B
\. . -/

Document prepared using Fast Company by Do Process Software Effective date; Mar 6, 2014
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Memory Care Investments (Burlington) Ltd.
DIRECTORS' REGISTER
( 3
Date Date
Name of Director Elected Resigned
JOHN EVAN DAVIES
24 Country Club Drive Dec 14, 2012

King City, Ontario 7B 1M5

L

J

Document prepared using Fast Company by Do Process Software

Elfective date: Mar 6, 2014
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Memory Care Investments (Burlington) Ltd.

OFFICERS' REGISTER
( )
. . Date Date
Name of Officer Office Held Elected Resigned
JOHN EVAN DAVIES
24 Country Club Drive President Dec 14, 2012
King City, Ontario L7B IM5
JOHN EVAN DAVIES
24 Country Club Drive Secretary Dec 14, 2012
King City, Ontario L7B 1MS5
BRUCE W, STEWART
Vice President Dec 19, 2012 Mar 6,2014

10569
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Memory Care Investments (Burlington) Ltd.

1060

SHAREHOLDERS' REGISTER
-
No. of Class Of
Date Name Shares Shares Held
Memory Care Investments Ltd.
Dec 14, 2012 100 Class B

L

4

Document prepared using Fast Company by Do Process Software

Efieclive date: Mar 6, 2014
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Memory Care Investments (Oakville) Ltd.

DIRECTORS' REGISTER

Name of Director

Date
Elected

Date
Resigned

JOHN EVAN DAVIES
24 Country Club Drive
King City, Ontario L7B 1M$5

Jun 5,2012

1061
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Documen! prepared using Fast Company by Do Process Sofiware

Effective dale: Feb 16, 2016



Memory Care Investments (Oakville) Ltd.
OFFICERS' REGISTER
-
. Date Date A
Name of Officer Office Held Elected Resigned
JOHN EVAN DAVIES
24 Country Club Drive President Jun 5,2012
King City, Ontario L7B 1M5
JOHN EVAN DAVIES
24 Country Club Drive Secretary Jun §, 2012
King City, Ontario L7B 1M35
BRUCE W, STEWART .
Vice President Dec 19,2012 Mar 6,2014
N _

Document prepared using Fast Company by Do Process Software

Effective date: Feb 16, 2016
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Memory Care Investments (Oakville) Ltd.

SHAREHOLDERS' REGISTER
( \
No. of Class Of
Date Name Shares Shares Held
Memory Care Investments Ltd,
Dec 21, 2015 1,000,000.00 Class B
Canada Opulence Investment Ine.
Feb 16,2016 16,666.67 Class A Preference
Ledream International Inc.
Feb 16, 2016 25,000.00 Class A Preference
Agile International Inc.
Feb 16, 2016 ' 16,666.67 Class A Preference
2463322 Ontario Inc.
Feb 16, 2016 16,666.67 Class A Preference
Jin Zhou
Feb 16, 2016 8,333.33 Class A Preference

1063
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Document prepared using Fast Company by Do Process Software

Effective date: Feb 16, 2016
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REGISTRY
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PREPARED FOR Samantha

ON 2017/05/1G AT 16:26:04
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CERT/
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COURT FILE NO: CV-17-11689-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SCOLLARD DEVELOPMENT
CORPORATION, MEMORY CARE INVESTMENTS (KITCHENER) LTD., MEMORY CARE
INVESTMENTS (OAKVILLE) LTD., 1703858 ONTARIO INC., LEGACY LANE
INVESTMENTS LTD., TEXTBOOK (525 PRINCESS STREET) INC. AND TEXTBOOK (555
PRINCESS STREET) INC.

AND IN THE MATTER OF A MOTION PURSUANT TO SUBSECTION 243(1) OF THE
- BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1885, C. B-3, AS AMENDED, AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.8.0. 1890, C. C.43, AS AMENDED

SIXTH REPORT OF
KSV KOFMAN INC.
AS RECEIVER AND MANAGER

JULY 12, 2017

1.0 Introduction

1. This report ("Report”) is filed by K8V Kofman Inc. (“K8V") as receiver and manager
of the real property registered on title as being owned by Scollard Development
Corporation {("Scollard”), Memory Care Investments (Kitchener) Lid. (*Kitchener”),
Memory Care Investments (QOakville) Ltd. (“Oakville”), 1703858 Ontario Inc.
("Burlington”), Legacy lLane Investments Lid. (“Legacy lLane”), Textbook (555
Princess Street) Inc. (555 Princess”) and Textbook (625 Princess Street) Inc. (“625
Princess") (collectively the "Companies”, and each a "Company”), and of all of their
assets, undertakings and properties acquired for or used in relation to their real
property (the "Property").

2. Pursuant to an order of the Ontario Superior Court of Justice ("Court”) dated
October 27, 2016, Grant Thornton Limited was appointed Trustee (“Trustee”) of
eleven entities” which raised monies from investors (“Investors”) through syndicated
mortgage investments (collectively, the “Trustee Corporations”)?. Eight of the Trustee
Corporations then advanced these monies on a secured basis pursuant to loan
agreements (“Loan Agreements”) between the Trustee Corporation and the
Companies and four refated entities, Textbook Ross Park Inc. (“Ross Park”), Textbook
(445 Princess Street) Inc. ("445 Princess”), Textbook (774 Bronson Avenue) Inc.
("Bronson’) and McMurray Street Investments Inc. ("McMurray”) (collectively,
including the Companiss, the "Davies Developers”).

! Textbook Student Suites (525 Princess Street) Trustee Corporation, Textbook Student Suites (555 Princess Street)
Trustee Corporation, Textbook Student Suites (Ross Park) Trustee Corporation, 2223847 Ontario Limited, MC Trustee
(Kitchener) Lid., Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation,
7743718 Canada Inc., Keele Medical Trustee Corporation, Textbook Student Suites (445 Princess Street) Trustee
Corporation and Hazelton 4070 Dixie Road Trustee Corporation

“ Individuals who hold their mortgage investment in a Registered Retirement Savings Plan have a morigage with
Olympia Trust instead of the applicable Trustee Corporation.
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On January 21, 2017, the Trustee brought a motion for an order (the “Receivership
Order”) appointing KSV as receiver and manager (“Receiver”) of the Property owned,
by Scollard. On February 2, 2017, the Court made the Receivership Order.

On April 18, 2017, the Trustee brought a motion, inter alla, seeking orders:

a) amending and restating the Receivership Order to add the Property owned by
the Companies (except for Scollard, which was already in receivership) (the
“Amended and Restated Receivership Order"); and

b)  compelling John Davies (“Davies”), a director and officer of each of the Davies
Developers, to immediately deliver to the Trustee all of the bank statements for
the Davies Developers (the “Production Order").

On April 28, 2017, the Court made the Amended and Restated Receivership Order
and the Production Order.

The Amended and Restated Receivership Order was further amended and restated
pursuant to a Court order made on May 2, 2017 to rectify certain clerical errors.

Following the issuance of the Amended and Restated Receivership Order, the
Receiver commenced a review of the receipts and disbursements of the Companies
(except for Scollard, which review was already underway). Additionally, at the request
of the Trustee, the Receiver reviewed the receipts and disbursements of Ross Park,
445 Princess, Bronson and McMurray.

On June 6, 2017, the Receiver filed its Fourth Report to Court (the “Fourth Report”).
The Fourth Report recommended, infer alia, that the Court issue an order restraining
Davies and Aeolian Investments Ltd. (“Aeolian” and together with Davies, the
"Defendants”) from disposing of their assets (the “Mareva Crder”). Aeolian is owned
by Davies' wife, Judith, and his children. Its sole director and officer is Davies.
Aeolian is an indirect or direct shareholder of each of the Davies Developers.® A copy
of the Fourth Report is attached as Appendix “A”, without appendices.

On June 7, 2017, the Court made the Mareva Order on an interim basis. In addition
to restraining the Defendants from disposing of their assets, the Mareva Order
required:

a)  Davies and Aeolian to provide sworn statements describing the nature, value
and location of their worldwide assets (the “Asset Summaries”);

b)  Davies and Aeolian's authorized representative (being Davies) to submit to
examinations regarding the Asset Summaries (the "Examination”); and

c) the Receiver to apply for an extension of the Mareva Order within ten days,
failing which the Mareva Order would terminate.

1071

5 Other than McMurray which Is partially owned by the Davies Family Trust.
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On June 12, 2017, the Receiver brought a motion to compel Textbook Suites Inc.
(“TSI"), Textbook Student Suites Inc. (“TSSI"), Memory Care Investments Lid ("MCIL")
and Aeolian, each being shareholders of Davies Developers, to forthwith provide the
Receiver with a copy of their books and recerds (the “Second Production Order").

On June 16, 2017, on the consent of the Defendants, the Court eéxtended the Mareva
Order until July 17, 2017,

Also on June 16, 2017, the Court made the Second Production Order. Davies has
provided the Recelver with bank statements and financial information for TSI, TSSI,
MCIL and Aeolian. The Defendants’ legal counsel has also provided select emails
which had been reviewed by their legal counsel; however, the Receiver is seeking
production of all non-privileged emails, which has still not occurred as at the date
hereof,

On June 23 and 27, 2017, the Defendants’ legal counsel also produced several
binders containing, among other things, email correspondence between Greg Harris
("Harris”), Raj Singh (“Singh”), Walter Thompson (“Thompson”), Bruce Stewart
(“Stewart”) and Davies relating to intercompany loans, development management
fees, Davies' family members’ work for the Davies Developers and various other
issues; the pro formas for the Davies Developers that were provided to Tier 1
Transaction Advisory Inc. (“Tier 1") and the Trustee Corporations; and limited email
correspondence to and from Tier 1/the Trustee Corporations.

On June 30, 2017, the Defendants’ legal counsel produced answers to all of the
undertakings given at the Examination (the “Undertakings”).

1.1 Purposes of this Report

1.

The purposes of this Report are to:
a) provide a summary of;
i the Examination;
il Davies' and Judith Davies’ re-listing of their jointly owned personal
residence for sale (on the day that the Mareva Order was granted) and

their subsequent conduct;

ifi. the Receiver's review of Aeolian’s receipts and disbursements for the
period October 1, 2012 to May 28, 2017; and

b)  recommend that the Court issue an order:

o extending the Mareva Order to apply to Davies and Aeolian on an
interlocutory basis {(until a final disposition of the proceeding); and

o expanding the Mareva Order to include the trustees (in such capacity) of
the Davies Family Trust and the Davies Arizona Trust (jointly, the
“Trusts”), and Judith Davies.

ksv advisory inc.
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1.2 Restrictions

1.

In preparing this Report, the Receiver has reviewed the information noted in Section
1.2 of the Fourth Report, as well as the following information:

a) Aeolian's accounting records and bank statements;

b)  Aeoclian’s unaudited financial information;

c) the transcript of the Examination; and

d)  the Undertakings.

A representative of the Receiver attended at the Examination.

The Receiver has not performed an audit of the financial information addressed in this
Report. The findings discussed herein remain subject to further review. The Receiver
expresses no opinion or other form of assurance with respect to the financial
information presented in this Report.

The Receiver has not discussed this Report with Davies, Judith Davies or any other
person, nor has Davies or Judith Davies had an opportunity to review the Report in
advance of it being served.

To date, no party has refuted any of the findings in any of the reports filed by the
Receiver, with the exception of Raj Singh and Tier 1, which claim that no unauthorized
payments were made to Mr. Singh or entities related to Mr. Singh. Additionally, Mr.
Davies, through his counsel, Dentons Canada LLP ("Dentons”), has advised that
management fees paid to him and others were disclosed to Mr. Singh and were
referenced in project forecasts provided by Davies and others to Mr. Singh. A copy
of a document in this regard was included in documents provided on Juneg 27, 2017
by Dentons to Bennett Jones LLP, the Recelver's legal counsel, and is attached as
Appendix “B”,

1.3 Currency

1.

All references fo currency in this Report are in Canadian dollars, unless otherwise
noted.

2.0 Background

1.

The Davies Developers are developers of student residences, accommodations for
people suffering from various forms of cognitive impairment and low-rise
condominiums. All but one of the Davies Developers’ projects are in pre-construction®
(collectively the “Projects").

1 Footings and foundations have been laid down at the Project owned by Burlington.

ksv advisory inc.
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2. The amounts borrowed by the Davies Developers total approximately $119.940
million®, Including approximately $93.675 million in secured debt owing to the Trustee
Corporations (being monies raised by the Trustee Corporations from Investors) and
$23.675 million owing to other mortgage lenders (the “Other Lenders”). The Receiver
understands that all of the obligations owing to Other Lenders rank in priority to the
Trustee Corporations.

3.  The funds advanced from the Trustee Corporations to the Davies Developers were to
be used to purchase real property and to pay the soft costs associated with the
development of the Projects.

2.1 The Fourth Report
1. The Receliver's findings detailed in the Fourth Report include the following:

a) only a small percentage of the monies raised from Investors appear to have
been used for their intended purpose;

b}  each of the Projects is in the early stages of development and none of the
Davies Developers has any capital to further develop their respective Projects;

¢)  millions of dollars were paid by the Davies Developers to their shareholders,
including corporations relating to Davies, Thompson, Singh, Harris and Stewart,
in respect of management fees, consulting fees, dividends, loans and other
amounts. A substantial portion of these payments contravene the Locan
Agreements;

d)  Aeolian received approximately $5.4 million from the Davies Developers,
including at least $4.1 million in prohibited management fees and $875,000 in
dividends;®

e) Davies and his family members received more than $1.322 million from the
Davies Developers, including $900,000 in payments made from McMurray
towards mortgages on Davies' personal residence and cottage and more than
$422,000 paid to family members;

f) entities related to the Davies Developers’ shareholders (other than Aeolian)
received $3.125 million in dividends. The Receiver advised in the Fourth Report
that it is its view that no value was created to justify the payment of the
dividends. Each entity had no or negligible equity after related party
transactions and the payment of the dividends; and

* Represents the principal amounts owed, excluding interest and fees.

¢ These amounts are based on the Davies Developers' financial records, Aeolian's financial recards reflect that Aeolian
received approximately $5.6 million from the Davies Developers, including $3.9 million in prohibited management fees
and $625,000 in dividends. A reconciliation of the differences is provided in Appendix “C".

ksv advisory Inc. ' Page 5
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g) there appear to be numerous other breaches of the Loan Agreements,
including: i) the granting of security interests on certain of the Davies
Developers’ real estate in priority to the security interests granted to the
applicable Trustee Corporations;’ and ii) the routine transfer of monies among
the Davies Developers.

3.0 Asset Summaries

1. Davies provided the Receiver with the Asset Summaries on June 14, 2017. Copies
of Davies' Asset Summary and Aeolian's Asset Summary provided on that date are
found in Appendix “D" and "E”, respectively.

2. The Asset Summaries reflect that:

a) Davies has assets of approximately $1.7 million (excluding the Davies Arizona
Trust, which he has not quantified) and liabilities of $2.0 million; and

b)  Aeolian has shareholdings in six companies of no value or of an “unknown’
value, and liabilities of approximately $200,000.

3. Following the Examination, on June 30, 2017, in an answer to an undertaking, Davies
provided the Receiver with revised Asset Summaries for him and Aeolian. Copies of
Davies' revised Asset Summary and Aeolian’s revised Asset Summary are attached at
Appendix "F" and “G”", respectively.

4, The revised Asset Summaries reflect that:

a) Davies has assets of approximately $1.7 million (excluding the Davies Arizona
Trust, which he has not quantified) and liabilities of approximately $2.1 million;
and

b)  Aeolian has shareholdings in eight companies of no value or of an “unknown”
value, and liabilities of approximately $170,000.

4.0 Examination
1. The Receiver and its counsel, Bennett Jones LLP, conducted the Examination on

June 16, 2017. A copy of the transcript from the Examination is attached as Appendix
“H". Key items identified in the Examination are detailed in the sections below.

" Al of the Trustee Corporations were to have a {irst ranking security interest against the applicable Davies Developers'
property, with the exception of Ross Park, Bronson and 445 Princess, in which case the Trustee Corporations were to
have a second ranking security Interest behind existing morlgages. In certain circumstances, the relevant Loan
Agreements provide that the Trustee Corporation may be subordinated in limited situations, such as to grant a security
interest to Tarion Warranty Corporation.

ksv advisory inc. Page 6
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‘ 4.1 The Davies Family Trust

1, During the Examination, Davies testified that, in or around 2002 or 2003, he

gstablished the Davies Family Trust.® He further testified that the beneficiaries of the

) Davies Family Trust are Judith Davies and his four children: Jessica Deborah Davies,

| Sarah Ramona Davies, Andrew John Davies and Walter Robert Jackson Davies
(collectively, the “Davies Children™).®

i 2.  Following the Examination, in an answer to an undertaking, Davies produced the
Declaration of Trust for the Davies Family Trust, which indicates that the Davies
Family Trust was established in December 2000 and the beneficiaries of the Davies

( Family Trust include not onty Judith Davies and the Davies Children, but also Davies
himself and any future children and issue of Davies. A copy of the Declaration of
Trust for the Davies Family Trust is attached as Appendix “I".

E
| 3. Davies testified that the Davies Family Trust owns no property, has no assets and no
bank -account, though he subsequently admitted that the trust has an ownership
—( interest in McMurray.™

! 4,  Davies also testified that the Davies Family Trust received over $300,000 from
Aeolian, all of which was used to help fund part of a renovation on the Arizona
| - Property (as defined in, and discussed in, Section 5.2.2 below)."

5, The trustees of the Davies Family Trust are Davies, Judith Davies and Harris.”? Harris

I~ is related to corporations that have ownership Interests in several of the Davies
_ l Developers and has also acted as legal counsel to some or all of the Davies
Developers. '

l 4.2 The Davies Arizona Trust

1. During the Examination, Davies testified that, in or around 2013, the Davies Arizona

Trust was established,’ He further testified that the beneficiaries of the Davies

‘ Arizona Trust are himself, Judith Davies, the Davies Children, Judith Davies’ parents
and siblings, as well as certain other family members. ¢

¥Qs. 137-138, p 31, lines 12-15.

Q. 141, p 31, lines 20-21.

W Qs, 142-148, p 31, lines 2225, p 32, lines 1-13.

1 Qs. 401-402, p 101, fines 7-23.

* Qs. 139-140, p 31, lines 16-19; Declaration of Trust for the Davies Family Trust attached as Appendix “I",
3 Q. 150, p 32, lines 23-25,

4 Qs. 157-159, p 34, lines 4-14.

—— ———

ksv advisory Inc, . Page 7

1076



L

] 2.  Following the Examination, in an answer to an undertaking, Davies produced the
| Irrevocable Trust Agreement for the Davies Arizona Trust, which indicates that the
Davies Arizona Trust was established in December 2013 and the beneficiaries include
only the Davies Children, though as the sole trustee, Davies may, among other things,
1 distribute trust property to other persons and entitles for the use and benefit of a
beneficiary. As sole trustee, Davies also has broad powers under the lrrevocable
Trust Agreement, including the power to, among other things, sell or convey real
property in the manner and on the terms and conditions he, as sole trustee, deems
1 appropriate. A copy of the Irrevocable Trust Agreement, along with the Certification
of Trust, for the Davies Arizona Trust is attached as Appendix “J".

4.3 The Davies Arizona Trust's Arizona Property and Bank Account with JP
Morgan Chase'®

1. During the Examination, Davies testified that when the Davies Arizona Trust was first
established in December 2013, it immediately purchased a house located at 35410
North 66" Place, Carefree, Arizona, 85377 (the "Arizona Property”).’® Davies further

—5 testified that:

-

a) the Arizona Property was purchased for US$1.2 million;*”

b)  the funds used to purchase the Arizona Property came from Aeolian, ® with the
Bank of Internet having a US$600,000 mortgage on the Arizona Property; ¢

{ c) there are no other liens on the Arizona Property;**

d)  almost US$2 million was spent to renovate the Arizona Property following its
acquisition;?? and

2 . e)  Aeoclian funded all the costs to purchase and renovate the home, in part through
the Trusts.

I 2.  Davies testified that, notwithstanding the US$1.2 million purchase price and the US$2
million spent on renovations for the Arizona Property it is currently worth US$1.795
million given the depressed market for real estate in Arizona.®

N ' The amounts reflected In this section do not necessarlly reconcile to the results of the Receiver's investigation.
L % (5. 153-154 and 161, p. 33, lines 17-21, and p. 35, lines 15-20.
‘ 7 Q. 170, p 36, lines 18-19,
% Q, 155, p 33, lines 22-24,
{ ' © Qs. 171-172, p 36, lines 20-23.

% The Receiver has since obtained a Deed of Trust for the Arizona Property, which reflects that the lender is BOF!
Federal Bank.

i 7t Q. 173, p 36, lines 24-25 and p 37, line 1,
: * Q. 356-357, p 91, lines 5-8.
¥ (Qs. 464-466, p 115, lines 17-24,
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Following the Examination, in an answer to an undertaking, Davies produced an “as
is” appraisal for the Arizona Property, a copy of which is attached as Appendix ‘K"
(the "Appraisal'). The Appraisal states that the market value of the Arizona Property,
as of December 9, 2015, is $1,740,000; however, the Appraisal appears to have been
performed before additional funds were spent on the Arizona Property. Davies has
recently advised the Receiver that further renovations are required in order to
complete the house and the house may be worth less than $1,740,000.

Davies also testified that the Davies Arizona Trust has a bank account with the Chase
Bank in Arizona ("Chase”) over which he has control.# The Receiver's legal counsel
notified the Chase Bank about the Mareva Order, but received a response that Chase
would not freeze the account in the US or provide information about the account until
the Order is domesticated and recognized in the US. Davies' counsel recently advised
that the current account balance of the Chase account is $62.67 (chequing) and $2.30
(savings).

On June 21, 2017, legal counsel for the Receiver sent a letter to legal counsel for
Davies advising of the Receiver's position that the Arizona Property (and any other
property cf the Davies Arizona Trust) is caught by the terms of the Mareva Order and
that Davies is accordingly precluded from, among other things, selling and
encumbering the Arizona Property. A copy of the letter from the Receiver's counsel
is attached as Appendix “L".

On June 26, 2017, legal counsel for Davies responded by letter that it disagreed with
the Receiver's position that the Arizona Property is subject to the terms of the Mareva
Order, but confirmed that Davies will take no steps to sell or encumber the Arizona
Property. A copy of the letter from Davies' counsel is attached as Appendix "M”".

4.4 Judith Davies

1.

During the Examination, Davies acknowledged that funds flowed from Aeolian to his
spouse Judith Davies.” Davies further testified that Judith Davies only recently
began working part-time (and not for Aeolian or any Davies Developer) as a result of
the activities involving the Davies Developers over the last eight or nine months. Prior
to that, she did not work. During the Examination, Davies admitted that Judith Davies
never worked for any of the Davies Developers®; however, management fees were

paid to her, through Aeoclian, in any event.

# Qs. 164-165, p 36, lines 2-5,
¢ Qs. 391-393, p 98, lines 9-25 and p 99, lines 1-12.
Q. 301, p 77, lines 10-13,
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2.  During the Examination, Davies testified that, over the last five years, he funded his
living expenses by receiving development fees from the various Projects through
Aeolian, and this has been his only employment over the last five years.”” Davies
testified that he does not have a personal bank account and has not had one for seven
or eight years.?® He testified that, in order to pay for living expenses, he either uses
an Aeolian debit card or Judith Davies pays the expenses, ™ * During the
Examination, Davies further testified that funds flowed from Aeolian to Judith Davies
for “income splitting” purposes. 3* %

3. Daviesﬁ also testified that Judith Davies has a bank account with Toronto-Dominion
Bank.™ The Receiver has no information concerning this account.

4,5 The Davies Children

1. During the Examination, Davies testifled that certain Davies Children had limited
involvement in some of the Davies Developers’ projects. He ftestified that his
daughter, Sarah Davies, was employed by the Davies Developers as a marketing
director at a starting salary of $3,300/month (in 2013), which was subsequently raised
to $3,600/month with a $400 car allowance.* He testified that another daughter,
Jessica Davies, was the receptionist for the McMurray sales centre for one summer.*
He further testified that his son, Andrew Davies, and his company, Y2 Media, made
recommendations on advettising rates and suggestions about the advertising for
various companies, specifically McMurray and Scollard.

2. During the Examination, Davies testified that Aeolian has been making payments to
Auto One to cover lease payments for certain of his children's vehicles, including a
Range Rover Evoque and Ford Escape for two of his daughters.*”

3. Davies also testified that in the last eight months he has been selling assets belonging
to his chnldren including artwork (which Aeclian purchased) to fund his living
expenses.™

“7 Os. 36-37, p 10, lines 22-25 and p 11, lines 1-6.

“ Qg. 17-22, p 8, lines 7-25.

0Q.23,p9, lines 1-4,

“* The Receiver's investigation has revealed that Davies also used his Amex to pay for personal expenses.
“* Qs. 391-394, p 98, lines 9-25 and p 99, lines 1-14.

5 During the examination, Davies was asked to undertake to produce copies of his income tax returns for the last five
years. This request was taken under advisement by Davies' legal counsel and, to date, the tax returns have not been
provided. On June 30, 2017, Davies’ legal counsel did, however, advise that "[t]hrs question was taken under
advisement in order to agree upon terms for production. Mr. Davies and Aeolian are prepared to produce income
statements and capital gains statements from their tax returns over the last five years.”

X Qs. 63-64, p 15, lines 2-5.
“Qs. 293-297, p 75, lines 3-25 and p 76, lines 1-2.
" Q. 298, p 76, lines 3-8,
% Q. 299, p 76, lines 9-25 and p 77, lines 1-3.
% Qs. 416-418, p 107, lines 6-17.
% s, 53-57, p 13, lines 16-25, p 14, lines 1-6.
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4.6 The Mortgage on Davies’ and Judith Davies’ Personal Residence

1.

During the Examination, Davies testified that the mortgage on his and Judith Davies’
personal residence located at 24 Country Club Drive, King City, Ontario in favour of
Moskowitz Capital Mortgage Fund 1l (the "Moskowitz") has not been, and is not being,
serviced and is in arrears.”

On June 12, 20186, legal counsel to Moskowitz wrote to the Receiver's counsel to
advise that the mortgage is in default and that Moskowitz had commenced power of
sale proceedings. The Notice of Sale under Mortgage was enclosed with the letter,
which advised that the redemption date under the power of sale proceedings is July
22,2017,

On July 4, 2017, the Receiver's legal counsel wrote to Moskowitz's legal counsel fo
request a detfailed breakdown of the amounts claimed under the Notice of Sals,
including evidence of advances made under the mortgage and that the funds were
used in connection with Davies’ house. A copy of the letter is attached as Appendix
“N". As of the date of this Report, Moskowitz has not provided the Information.

4.7 The Recent Listing for Sale of Davies’ and Judith Davies’ Personal Residence

1.

During the Examination, when asked whether his and Judith Davies' personal

residence is currently listed for sale, Davies testified that the house "has not been re-
listed”.*° However, the Receiver has recently learned that this is not true. Davies’
and Judith Davies' personal residence is currently listed for sale on the MLS, The
listing agreement with the real estate agent was entered into on June 7, 2017 (the
date that the Mareva Order was first granted). An open house was held on July 8,
2017,

On July 10, 2017, immediately after iearning about the listing and the open house, the
Receiver's counsel contacted Davies' counsel and made inquiries regarding these
developments. Davies' counsel confirmed that the residence is currently listed for
sale and that Davies and Judith Davies are making active attempts to sell the
residence due to concerns that if the residence is sold in a power of sale proceeding,
it will sell at a lower price.

In fight of this conduct, and the other conduct described in this Report, the Receiver
is concerned that Davies is attempting to alienate and dissipate assets to put them
beyond the reach of creditors, in direct contravention of the Mareva Order, and Judith
Davies is assisting him in doing so, which is also in direct contravention of the Mareva
Order.

¥ Q. 113, p 25, lines 23-25 and p 26, line 1.
“ Q. 135, p 30, lines 11-13,
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5.0 Review of Aeolian’s Receipts and Dishursements

1.

The Receiver prepared the financial information in this section based on information
provided by Davies under the Second Production Order and bank statements

provided by Royal Bank of Canada under the Mareva Order.

Aeolian’s receipts and disbursements for the period October 1, 2012 to May 29, 2017

{the “Period") are provided in the table below.

{unaudited; $000)

% Receipts /

Amount Dishursements
Receipts
Advances from Related Parties
Davies Developers 5,592 65.2%
TSSY, TSI and MCIL 1,160 13,5%
Other related parties 249 2.9%
7,001 81.6%
Raj Singh and entitles related to Mr, Singh 646 7.5%
Other 230 2.7%
Unidentified 695 8.1%
Total recelpts 8,572 100%
Disbursements
Personal
Judith Davles 2,509 29.3%
Arizona Property 1,841 21.5%
AMEX 1,346 15.7%
Other 1,387 16.2%
7,084 82.6%
Other and unidentified 1,488 17.4%
Total dishursements 8,572 100.0%

Ending balance

The table reflects that Aeolian had:

a) receipts of $8.672 million, including advances from related parties of $7.001

million; and

by  disbursements of approximately $8.572 million, including Davies’ and/or his

family's personal expenses of $7.084 million.

A discussion of certain of the line items in the table is provided below. Appendix “O"
provides Aeolian’s detailed Statement of Receipts and Disbursements (the “R&D”).

ksv advisory inc.
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51 Receipts

5.1.1 Amounts Recelved by Aeolian from Davies Developers

1. According to Aeolian's baoks and records, a summary of the amounts received by
Aeolian from the Davies Developers is provided in the table below,

(unaudited; $000) Amount

Management fees '
Scollard 1,248
Qakville . 1,137
Kitchener 481
Burlington 433
Legacy Lane 316
McMurray 272
3,887
Other entities 500
4,387

Dividends paid to Aeolian

555 Princess 250
Raoss Park . 250
Bronson 125
625

Other
Reimbursement of costs - McMurray 236
Profit from the sale of Kitchener . ’ 344
580
Total 5,592

2. The table reflects that:

a)  Aeolian received management fees of $4,387 million, of which $3.887 million is

prohibited under the Scollard, Qakville, Kitchener, McMurray and Burlington
Loan Agreements, As discussed in the Fourth Report, Davies has advised the
Receiver that there are no management agreements between Aeolian and any
of the Davies Developers;

b)  Aeolian recelved dividends of $625,000 from 555 Princess, Bronson and Ross

Park. According to the books and records of 525 Princess, Aeolian also
received a $250,000 dividend from 525 Princess. These funds do not appear to
have been deposited into Aeoclian’s bank account; they were used to repay a
loan owing to RS Consulting Group Inc., an entity controlled by Singh. The
payment was made directly from Harris & Harris LLP to RS Consuilting Group
Inc.; and

c)  Aeolian received $344,000 in profit from the sale of the Kitchener property.

Further details regarding this transaction are provided in Section 3.1.2 of the
Fourth Report.
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5.1.2TSl, TSSI and MCIL

1. Approximately $1.160 million was paid to Aeolian by TSI, TSSI and MCIL, consisting
of management fees in the amount of approximately $887,000, with the balance
recorded as a reimbursement of costs. The Receiver tied the source of the majority
of these payments to the general ledgers of TSI, TSSI and MCIL For the most part,
the source of these monies was the Davies Developers.

5.2 Disbursements
5.2.1 Judith Davies
1. Judith Davies received approximately $2.509 miilion from Aeclian.
2. The payments fo Judith Davies are recorded in Aecllan’s financial statements as
management fees. During the Examination, Davies testified that Judith Davies
provided no services to the Davies Developers or Aeolian, but management fees were

paid to her in any event.

3.  Davies has advised that Judith Davies did not have any other source of income during
the Period.

5.2.2 Arizona Property
1. The Davies Arizona Trust owns the Arizona Property,

2. Notwithstanding that the Receiver identified $1.841 million being paid by Aeolian in
respect of the Arizona Property, Davies testified during the Examination that:

a) approkimate!y US$3.2 million was spent to purchase and renovate the Arizona
Property;

b)  there is a US$600,000 mortgage on the Arizona Property; and

c)  Aeolian provided all of the funds used to purchase and renovate the Arizona
Property.

5.2.3 Amex and Other Personal Payments
1. Other personal payments include:

a)  approximately $1.3 million to American Express - on July 4, 2017, the Receiver's
legal counsel requested that Davies provide copies of the relevant American
Express statements. Davies has provided statements for the period December
28, 2016 to June 27, 2017. Davies’ legal counsel advised that the remaining
statements have been requested from American Express;

b)  $160,000 paid to the Oshawa Generals Hockey Team — Davies or entities
related to Davies had an ownership interest in the team;
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2.

¢)  approximately $105,000 for art purchases; and
d)  approximately $50,000 for jewellery,

Furthet details on these payments are provided in the R&D.

6.0 Conclusion

1.

For the reasons detailed in this Report, the Receiver recommends that the Court issue
an order (1) extending the Mareva Order to apply to Davies and Aeolian on an
intertocutory basis (until a final disposition of the proceeding); and (2) expanding the
Mareva Order to include the trustees (in such capacity) of the Trusts and Judith
Davies.

Based on the currently available evidence, it would appear that Davies has transferred
misappropriated assets to the Trusts and to Judith Davies in a transparent attempt to
put such assets beyond the reach of the Companies to which he owed fiduciary duties.
Further, it appears that Davies and Judith Davies are actively attempting to sell their
personal residence and to dissipate assets in contravention of the Mareva Order.
Given this pattern of conduct, there are concerns that the already depleted
misappropriated assets may well continue to be further transferred to frustrate
recovery efforts. The expansion of the Mareva Order is directly targeted at combatting
that risk.

All of which is respectfully submitted,

ASY Kofran 7.

K8V KOFMAN INC.

SOLELY INITS CAPACITY AS RECEIVER AND MANAGER OF

CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION, MEMORY CARE
INVESTMENTS (KITCHENER) LTD., MEMORY CARE INVESTMENTS (OAKVILLE) LTD.,
1703858 ONTARIO INC., LEGACY LANE INVESTMENTS LTD., TEXTBOOK (525 PRINCESS
STREET) INC. AND TEXTBOOK (555 PRINCESS STREET) INC.

AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY
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COURT FILE NO: CV-17-11689-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SCOLLARD DEVELOPMENT
CORPORATION, MEMORY CARE INVESTMENTS (KITCHENER) LTD., MEMORY CARE
INVESTMENTS (OAKVILLE) LTD., 1703858 ONTARIO INC., LEGACY LANE
INVESTMENTS LTD., TEXTBOOK (525 PRINCESS STREET) INC. AND TEXTBOOK (555
PRINCESS STREET) INC.

AND IN THE MATTER OF A MOTION PURSUANT TO SUBSECTION 243(1) OF THE

BANKRUPTCY AND INSOLVENCY ACT, R.8.C. 1985, C. B-3, AS AMENDED, AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.8.0. 1990, C. C.43, AS AMENDED

FOURTH REPORT OF
KSV KOFMAN INC,
AS RECEIVER AND MANAGER

JUNE 6, 2017

1.0 Introduction

1. This report ("Report”) is filed by KSV Kofman Inc. ("KSV") as receiver and manager
of the real property ("Real Property") registered on title as being owned by, and of all
of the assets, undertakings and properties acquired for or used in relation to the Real
Property (together with the Real Property, the "Property"), of the following entities:
a)  Scollard Development Corporation (“Scollard”);
b)  Memory Care Investments (Kitchener) Ltd. (“Kitchener”);
¢}  Memory Care Investments (Oakville) Ltd. (“Oakville”);
d) 1703858 Ontario Inc. (“"Burlington™)*;
e) Legacy Lane Investments Ltd. (“Legacy Lane");
f) Textbook (555 Princess Street) Inc. (“555 Princess”); and
g)  Textbook (525 Princess Street) Inc. (“5625 Princess”).

Collectively the above entities are referred to as the “Companies”.

" This entity owns the real property on which the development known as "Memory Care (Burlington)" was to be
&eél%lo%ed, Burlington's shares are owned by Memory Care Investments (Burlington) Ltd., which is defined below as
utlington. .
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2, Pursuant to an order of the Ontario Superior Court of Justice (“Court”) dated
October 27, 2016, Grant Thornton Limited was appointed Trustee (“Trustee”) of
eleven entities? which raised monies from investors (“Investors") through syndicated
mortgage investments (collectively, the “Trustee Corporations”)®. Eight of the Trustee
Corporations then advanced these monies on a secured basis pursuant to loan
agreements ("Loan Agreements”) between the Trustee Corporaticn and one or more
“Davies Developer”. The Davies Developers is a defined term used throughout this
Report and includes the Companies and the following entities, none of which is in
receivership:

a) _ Textbook Ross Park Inc. (‘Ross Park”);

by  Textbook (445 Princess Street) Inc. (*445 Princess”);
¢)  Textbook (774 Bronson Avenue) Inc. (“Bronson”); and
d)  McMurray Street Investments Inc. ("McMurray”).

3. Acopy of each Loan Agreement and each Davies Developer's corporate profile report
is attached as Appendix “A”".

4. On January 21, 2017, the Trustee brought a motion for an order (“Receivership
Order”) appointing KSV as receiver and manager (“Receiver") of the Property owned
by Scollard. On February 2, 2017, the Court made the Receivership Order.

5. Following its appointment as the Receiver of Scollard, the Receiver reviewed
Scollard’s books and records and identified transactions between Scollard and certain
of the other Davies Developers and other related parties, including shareholders of
the Davies Developers, John Davies ("Davies”), Walter Thompson (“Thompson”), Raj
Singh (“Singh") and Greg Harris (“Harris"), and/or corporations and individuals related
to each of them.

8. On April 18, 2017, the Trustee brought @ motion, inter alia, seeking orders;
a) amending and restating the Receivership Order to add the Property owned by
the Companies (except for Scollard, which was already in receivership) (the
“Amended and Restated Receivership Order"); and

b) compelling Davies to immediately deliver to the Trustee ali of the bank
statements for the Davies Developers (the “Production Order”),

7.  On April 28, 2017, the Court made the Amended and Restated Receivership Order
and the Production Order.

“ Textbook Student Suites (525 Princess Street) Trustee Corporation, Textbook Student Suites (555 Princess Street)
Trustee Corporation, Textbook Student Suites (Ross Park) Trustee Corporation, 2223947 Ontario Limited, MC Trustee
(Kitchener) Lid., Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation,
7743718 Canada Inc., Keele Medical Trustee Corporation, Textbook Student Suites (445 Princess Street) Trustee
Corporation and Hazelton 4070 Dixie Road Trustee Corporation

¢ Individuals who hold their morigage investment in a Registered Retirement Savings Plan have a mortgage with
Olympia Trust instead of the applicable Trustee Corporation.
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The Amended and Restated Receivership Order was further amended and restated
by a Court order made on May 2, 2017 to rectify certain clerical errors.

Following the issuance of the Amended and Restated Receivership Order, the
Receiver commenced a review of the receipts and disbursements of the Companies
(except for Scollard, which review was already underway). Additionally, at the request
of the Trustee, the Recelver reviewed the receipts and disbursements of Ross Park,
445 Princess, Bronson and McMurray. The review of the books and records, Loan
Agreements and other materials discussed in this Report is defined as the “Review”.

The Receiver has learned that Davies recently sold his cottage and his house. The
sale of the cottage closed on April 25, 2017. As of June 5, 2017, the sale of the house
does not appear to have closed.

1.1 Purposes of this Report

1.

The purposes of this Report are to:
a)  provide the Court with the Receiver's findings concerning the Review; and

b)  recommend that the Court issue orders:

. granting an interim Mareva injunction against Davies and Aeolian
Investments Ltd., (“Aeolian”), an entity owned by Davies' wife and
daughters, such that both are restrained from disposing of their property;
and

. compelling Textbook Suites Inc. ("TSI") and Textbook Student Suites Inc.
(“TSSI"), the shareholders of the Textbook Entities (as defined in Section
2.1), Memory Care Investments Ltd ("MCIL"), the shareholder of the
Memory Care Entities (as defined in Section 2.2) and Aeolian to forthwith
provide the Receiver with a copy of their books and records.

1.2 Restrictions

1,

in preparing this Report, the Receiver has reviewed the following information:

a) all of the materials filed in this proceeding, the proceeding appointing the
Trustee, and the failed application of the Davies Developers under the
Companies’ Creditors Arrangement Act ("CCAA";

b) unaudited financial information of the Companies;

¢)  accounting records and bank statements for the Companies, which were
provided to the Receiver by Davies;

d)  accounting records and bank statements for Memory Care Investments
Burlington Ltd. ("MC Burlington”), a non-receivership entity which owns the
shares of Burlington, which were provided to the Receiver by Davies; and

e) bank statements for Ross Park, 446 Princess, Bronson and McMurray, which
were provided to the Trustee pursuant to the Production Order, and which were
subsequently provided by the Trustee to the Receiver.
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The Receiver has not performed an audit of the financial information addressed in this
Report. The findings discussed herein remain subject to further review. The Receiver
expresses no opinion or other form of assurance with respect to the financial
information presented in this Report.

The Receiver has had a small number of discussions with, and corresponded on a
limited basis with, Davies and Harris regarding certain of the matters addressed in
this Report. The Receiver has not spoken to or communicated with Singh or
Thompson regarding the matters addressed in .this Report. None of Davies,
Thompson, Singh, Harris or any other person or entity referenced herein has had the
opportunity to respond to this Report.

The Receiver has neither had access to the books, records and bank statements of
Aeolian, TSI, TSSI or MCIL, nor the books and records of Ross Park, 445 Princess,
Bronson and McMurray.

The Receiver has no knowledge of the business interests and activities of Aeolian
other than those discussed in this Report.

The Davies Developers poorly documented their transactions and their books and
records do not appear to be well maintained. Examples include, but are not limited
to:

a) Burlington's accounting records appear to be inaccurate and/or incomplete.
Burlington’s balance sheet does not reflect any debt owing to a Trustee
Corporation or the real property owned by Burlington. A copy of Burlington’s
balance sheet as at May 2, 2017 is attached as Appendix “B"; and

by the Davies Developers paid millions of dollars in management fees and
transferred millions of dollars — purportedly by way of loans - to related parties
but appear to have never entered into any management services agreements
or to have documented the terms of the loans.

No party has contested or disputed any of the findings in the Receiver’s First
Report dated April 5, 2017, which addressed issues similar to those discussed
in this Report. A copy of the First Report (without appendices) is attached as
Appendix "C".

1.3 Currency

1,

All currency references in this Report are to Canadian dollars.
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2.0 Background*

1.

The Davies Developers are developers of student residences, accommodations for
people suffering from various forms of cognitive impairment and low-rise
condominiums. All but one of the Davies Developers’ projects (collectively the
“Projects”) are in pre-constructiont,

The amounts borrowed by the Davies Developers total approximately $119.940
million®, including approximately $93.675 million in secured debt owing to the Trustee
Corporations (belng monies raised by the Trustee Corporations from Investors) and
$23.675 million owing to other mortgage lenders (the “Other Lenders"). The Receiver
understands that all of the obligations owing to Other Lenders rank in priority to the
Trustee Corporations.

The funds advanced from the Trustee Corporations to the Davies Developers were to
be used to purchase real property and to pay the soft costs associated with the
development of the Projects.

In raising monies from Investors:

a) the Davies Developers covenanted that they would not, without the consent of
the applicable Trustee Corporation, “use the proceeds of any Loan Instalment
for any purposes other than the development and construction of the project on
the Property” (Section 7.02 (g) of the various Loan Agreements);’

by  all of the Trustee Corporations were to have a first ranking security interest
against the applicable Davies Developer's property (Section 5.01 of the various
Loan Agreements), with the exception of Ross Park, Bronson and 445 Princess,
in which case the Trustee Corporations were to have a second ranking security
interest behind existing mortgages; and -

¢) the security interests granted to the Trustee Corporations would only be
subordinated in certain defined circumstances, such as to construction financing
of certain specified maximum amounts and to Tarion warranty bond mortgage
security (Section 5.01 of the various Loan Agreements). This was also noted
on certain of the advertising materials, as evidenced by the Kitchener brochure
attached as Appendix *D".

“ Unless otherwise noted, the background information in this section is sourced from the Affidavit of John Davies sworn
December 6, 2016 filed in support of the Davies Developers' application for CCAA protection.

¥ Footings and foundations have been faid down at the Project owned by Burlington.
¢ Represents the principal amounts owed, excluding interest and fees.

?The Loan Agreements for 445 Princess, 525 Princess, 555 Princess, Ross Park, Scollard and Bronson contaln a
carve-out allowing the Davies Developer {o earn interest income on funds not immediately required to be expended.

ksv advisoty Inc.
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2.1 Textbook En‘tities

1.

The entities in the table below are defined in this Report as the "Textbook Entities”.
The Textbook Entities were intended to develop student residences. The table below
provides the purchase price for each property and a summary of the Textbook Entities’
secured obligations (principal only).

Total

{unaudited; 5000}  Purchase Trustee Other : Secured

Texthook Entity Price Corporation  Lenders Maortgagee Obligations
555 Princess 2,000 7,927 - - 7,927
525 Princess 2,400 6,387 - - 6,387
445 Princess 9,300 8,397 7,000 Kingsett Mortgage Corporation 15,397
Bronson 10,250 10,806 5,700 Vector Financial Services L1d. 16,506
Ross Park 7,000 11,617 3,500 2377358 Ontario Ltd. and Creek 15,117

Crest Holdings Inc.

Davies and Thompson are the sole officers and directors of the Textbook Entities®.
The shareholders of the Textbook Entities are:
a) TSl
by  TSSI; and
¢) RS Consulting Group Inc. ("RSCG").
TSI and TSSI are owned (in different proportions) by Aeolian, RSCG, 1321805
Ontario Inc. {("132") and Dachstein Holdings Inc. (*Dachstein”}, The Receiver
understands that:
a)  Aeclianis owned by Davies’ wife and children;
by RSCG is awned by Singh;
c)  Singhis also:
J the sole director, officer and shareholder of the Trustee Corporations®;

. the sole director, officer and shareholder of Tier 1 Transaction Advisory
Services Inc. (“Tier 1 Advisory"); and

t As at the date of this Report. Cerlain of the Davies Developers may have had different or additional officers and
directors at different points in time. This footnote applies throughout this Report.

* Except for Textbook Student Suites (445 Princess Street) Trustee Corporation.

ksv advisory inc.
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. a director and sole officer of Tier 1 Mortgage Corporation (“Tier 1
Mortgage”) and a licensed mortgage agent with First Commonwealth
Mortgage Corporation (“FCMC”, and together with Tier 1 Mortgage, the
“Brokers”). The Brokers and Tier 1 Advisory promoted and sold the
syndicated mortgage investments to Investors;™

d) 132 holds its equity interest on behalf of a trust, of which Thompson, among
others, is a beneficiary; and

e}  The equity interest in Dachstein is held on behalf of family members of Harris,
a partner at Harris + Harris LLP, legal counsel to the Davies Developers.

5. A corporate chart for the Textbook Entities is attached as Appendix "E”.
2.2 Memory Care Entities

1. The entities in the table below are defined as the "Memory Care Entities". The
Memory Care Entities were intended to develop residences for people suffering from
various forms of cognitive impairment. The table below provides the purchase price

for each property and a summary of the Memory Care Entities’ present secured
obligations (principal only).

(unaudited; $000) Purchase Trustee Other Total Secured

Memory Care Entity Price Corporation  lenders Mortgagee Obligations

Kitchener 3,950 10,577 950 2174217 Ontario Inc. 11,527
Burlington 2,500 8,303 1,250 2174217 Ontario Inc. 9,553
Oakville 1,945 9,063 1,250 2174217 Ontario Inc, 10,313

2. Pursuant to the Amended and Restated Receivership Order, MarshallZehr Group Inc.
(“MZG") made loans to the Receiver of $1.475 million, $1.775 million and $1.662
million, and was granted a Court-ordered super-priority charge for these amounts on
the properties owned by Kitchener, Burlington and Oakville, respectively. The MZG
loans were used to repay the mortgages referenced in the table as owing to 2174217
Ontario Inc. {including principal, interest and fees) and to fund the fees and costs of
the Kitchener, Burlington and Oakville receivership proceedings.

3.  Davies is the sole director and officer of the Memory Care Entities.
4,  MCIL is the shareholder of Kitchener and Oakville™.

5.  Burlington is a wholly owned subsidiary of MC Burlington. MCIL is the sole
shareholder of MC Burlington.

** The information concerning the Brokers and Tier 1 Advisory is sourced from the Affidavit of Mohammed Ali Marfatia
sworn Oclober, 20 2016 filed in support of the application by the Superintendent of Financial Services (“FSCO") for an
order appointing a receiver and manager over the property of the Trustee Corporations.

" The Class "B” shares of Oakville are owned by MCIL. The Class “A" preferred shares are owned by investors in the
syndicated mortgage investment for Oakville.

ksv advisory inc. . Page 7
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6.  MCIL is owned by Aeolian (60%) and Erika Harris (50%). Ms, Harris is the mother of
Harris.

7. The Kitchener, Burlington and Oakville Loan Agreements prohibited each of them
from granting a first ranking security interest in its real property fo any lender other
than the applicable Trustee Corporations, except in connection with construction
financing.

8. A corporate chart for the Memory Care Entities is provided in Appendix “F".

2.3 Scollard

1. The real property owned by Scollard was purchased for $9 million. Scollard was
intended to develop a condominium project known as “Boathaus”.

2. Scollard borrowed $13.596 million from Investors.

3. Pursuant to the Receivership Order, Downing Street Financial Inc. (“Downing") made
a $3.5 million loan to the Receiver and was granted a super-priority Court ordered
charge on the Property owned by Scollard, The Downing facility repaid a mortgage
owing to Firm Capital Mottgage Corporation in the approximate amount of $2.5 million
and the balance is being used to fund the fees and costs of Scollard's receivership
proceedings.

4. Three liens totalling approximately $800,000 have been registered on title against the
Scollard Real Property. The Receiver's counsel is reviewing the lien claims to
determine their validity and priority.

5.  Davies is the sole director and officer of Scollard.

6.  The shareholders of Scollard are Aeolian (50%) and Erika Harris (50%).

7. The Scollard Loan Agreement prohibits it from granting a first ranking security interest

in its real property to any lender other than the applicable Trustee Corporation, except
in connection with construction financing.

24 Legacy Lane

1.

Legacy Lane’s real property was purchased for $650,000. Legacy Lane was intended
to develop a low-rise condominium building consisting of 33 townhomes.

Legacy Lane borrowed $3.478 million from investors. Legacy Lane has no other
secured obligations.

Davies is the sole director and officer of Legacy Lane.

The shareholders of Legacy Lane are Aeolian (50%) and Alan Harris (50%). Alan
Harris is the father of Harris.

ksv advisory inc.
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2.5 McMurray

1,

The real property owned by McMurray was purchased for $6560,000. McMurray was
intended to develop 88 residential condominiums and lofts.

McMurray borrowed $3.5 million from Investors.

McMurray has a mortgage owing in the amount of $2 million to Pillar Financial
Services Inc, (“Pillar"), The Recelver has not been able to trace the mortgage
proceeds received from Pillar into McMurray's bank statements.

The sole directors and officers of McMurray are Davies and Harris. The officers of
McMurray are Davies, Harris and David Arsenault.

The shareholders of McMurray are the Davies Family Trust (30%), Alan Harris (16%),
Tori Manchulenko (46%) and D. Arsenault Holdings Inc. (8%). The latter two
shareholders appear to be unrelated to any of the other Davies Developers'
shareholders.

The McMurray Loan Agreement prohibits it from granting a first ranking security
interestin its real property to any lender other than the applicable Trustee Corporation,
except in connection with construction financing.

ksv advisory inc.
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3.0 Review of Receipts and Disbursements

1. The table below provides a summary of the Review. '

% Receipts /

(unaudited; S000) Amount  Dishursements
Receipts
Loan: proceeds
Trustee Corporations 93,675 74.4%
Other loans 26,265 20.8%
119,840 95.2%
Preference shares (Oakville) 1,000 0.8%
Sales tax refunds 1,717 1.4%
Cther refated parties 345 0.3%
Sundry and unknown 2,913 2.3%
Total receipts 125,915 100%
Disbursements
Property related costs
Purchase of Real Property 48,935 38.9%
Development costs 12,354 9.8%
Subtotal 61,289 48.7%
Payments to Shareholders?® and entities related to Shareholders!*
TSSI/TS) 4,384 3.5%
MCiL 1,124 0.9%
Davies and entities related to Davies 6,763 5.4%
Singh and entities related to Singh, including broker commissions 9,407 7.5%
Thompson and entitles related to Thompson 1,947 1.5%
Harris and entities related to Harris, excluding professional fees 1,000 0.8%
Textbook (256 Rideau Street) Inc. 3,700 2.9%
Advances to Affiliates 339 0.3%
Subtotal 28,664 22.8%
Interest and fees 14,529 11.5%
FCMC broker commissions?s 9,988 7.9%
Professional fees 3,357 2.7%
Traditions Development Company 1,487 1.2%
Other related parties . 156 0.1%
Other and unknown 6,440 5.1%
Subtotal 35,957 28.5%
Total disbursements 125,910 100.0%
Ending balance 5
2 Includes MC Burlington transactions, i.e. the shareholder of Burlington.
** Defined in Section 3.2 below.
'+ Reflects net payments to shareholders.
% Of this amount, $219,000 was paid fo third party brokers,
ksv advisory inc. Page 10
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The discussion in Section 3.1 to 3.6 below addresses each line item in the table, in
the order presented in the table.

The table reflects that the Davies Developers had:

a) receipts of approximately $125.915 million, including loans from Trustee
Corporations of $93.675 million and loans of $26.265 million from Other
Lenders; and

b)  disbursements of approximately $125.910 million, including:

. $48.935 million to purchase Real Property;
. $28.664 million to Shareholders and entities related to Shareholders™;
‘e $14.529 million in interest paid and fees;
. $12.354 million in development costs; and

. $9.988 million in broker fees paid to FCMC.

Schedules of the receipts and disbursements for each Davies Developer are attached
as Appendices “G" to “Q".

The table above excludes monies transferred among the Davies Developers, which
transfers exceed $17.2 million. A summary of those transactions is provided in
Section 4.0 below.

3.1 Property Related Costs

3.1.1 Real Property Transactions

1.

The Davies Developers own eleven properties which were purchased for a total of
approximately $48.935 million.'” All of the property transactions appear to be atarm's
length, except for the property owned by Kitchener, as discussed in the immediately
following section.

3.1.2 Kitchener Property Purchase

1.

On June 4, 2013, 2375219 Ontario Ltd. ("237”), an entity in which Singh and Harris
have an ownership interest, purchased, in the context of a receivership, a retirement
home located at 169 Borden Avenue, Kitchener {the “Kitchener Property”) for $1.585
million.

% Defined in Section 3.2 below.

‘-Toqzxcludes the purchase price of the real property owned by McMurray which was purchased for $650,000 in Januaty
2010.

ksy advisory inc,
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MCIL incorporated Lafontaine Terrace Management Corporation ("Lafontaine”) to
discontinue the business of the retirement facility which was operating on the
Kitchener property*®. Davies is the sole officer and director of Lafontaine. Further
information regarding Lafontaine and 237 is provided in Section 3.2 below.

On February 25, 2014, approximately nine months after the retirement home was
purchased, the Kitchener Property was sold by 237 to Kitchener for $3.950 million,
apparently netting a gain for 237 in the amount of approximately $2.365 million. The
Kitchener Property was purchased from 237 with funds advanced by Investors to
Kitchener.

Harris has provided the Receiver with a copy of an Acknowledgement and Direction
(the “Acknowledgement”), which Harris has advised was provided to all Kitchener
syndicated mortgage investors. The Acknowledgement Is attached as Appendix “R".
The Acknowledgement discloses that:

a) the Kitchener Property would be acquired from 237,

by  the shareholders of 237 would earn a gain on the transaction; ¥ and

c)  Harris and Singh are the shareholders of 237,

The Receiver has asked Harris for further details regarding the sale to Kitchener,
including confirmation of the amount of the gain earned by 237 and the ownership

structure of 237. As of the date of this Report, the Receiver has not received this
information,

3.1.3 Development Costs

1.

A summary of the development costs paid by the Davies Developers is provided
below.

{unaudited; $000) Development Total % of Total

Davies Developer Costs Disbursements  Disbursements
McMurray 3,353 8,797 38.1%
Scoliard 2,737 20,493 13.4%
Burlington 2,402 9,495 25.3%
Oakville 1,478 11,236 13.2%
Kitchener 762 10,069 7.6%
Ross Park 705 16,963 4.2%
Legacy Lane 502 4,318 11.6%
Bronson 239 15,844 1.5%
555 Princess 74 8,047 0.9%
525 Princess 73 6,548 1.1%
445 Princess 29 14,100 0.2%
Total 12,354 125,910 9.8%

8 Sourced from the Affidavit of John Davies sworn December 6, 2016 filed in support of the Davies Developers’
application for protection under the Companies’ Creditors Arrangement Act.

“ The Acknowledgement states that 237 funded operating shortfalls. [nformation is not available to the Receiver so
that it can confirm this statement.

ksv advisory ing.
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2. The table reflects:

a)  Of the nearly $126 million that was raised, $12.354 miilion (or 9.8% of the total
raised) was spent on development costs.
68.7%) of the development costs were spent on the McMurray, Scollard and
Burlington Projects,

Of this amount, $8.4 million (or

b)  Less than $250,000 was spent on development costs for each of Bronson, 445
Princess, 555 Princess and 525 Princess.

3.2 Payments to Shareholders and Affiliates

1. Asummary of the net amounts paid to Davies Developers' shareholders and entities
related to and affilialed with the shareholders referenced in the table (collectively, the
“Shareholders”) is provided in the table below.

{unaudited; $000) ~ Davies Singh  Thompsan  Harris

Davies Developer TSI/TSSI MCIL Entities  Entities Entities Entities Other Total
Qakville (35) 305 1,231 2,142 - - 2 3,645
Ross Park 1,554 2 499 434 749 250 1,267 4,755
Kitchener (48) 128 S10 2,579 - - 111 3,280
525 Princess 880 4 340 483 340 250 16 2,313
555 Princess 786 3 408 401 408 250 1,478 3,734
Burlington {145) 199 602 1,444 - 110 2,210
Scollard (27) 181 1,310 286 - - 75 1,825
Bronson 576 127 524 250 250 56 1,783
445 Princess 843 48 - 264 200 767 2,122
Legacy Lane - 44 363 556 - 207 1,170
McMurray - 210 1,373 294 - - (50) 1,827
Total 4,384 1,124 6,763 9,407 1,947 1,000 4,039 28,664

ksv advisory in¢. Page 13
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2. A summary of these payments, including whether they were disclosed in the Loan
Agreements, is provided in the table below.

{unaudited; $000) TSI/TSS] MCIL Davies Singh  Thompson Harris Other  Amount  Disclosed
Referral and broker fees . - - 5,861 ‘ - - - 5,861 Yes
Dividends . - - 875 1,128 1,000 1,000 - 4,000 Yes
875 6,986 1,000 1,000 9,861
Moscowitz (section 3.2) - . 935 - . . . 535 No
Management Fees - - 4,069 - - - - 4,069 No
Lcans to Shareholders 3,512 602 - - - . . 4,114 No
Rideau ) - . . “ B - 3,700 3,700 No
Advances to afflliates - . . - - - 339 339 No
3,512 602 5,004 - - - . 4,039 13,157
Other management fees . - 500 - Q47 B - 1,447 Note
Consulting . - - 1,485 - - - 1,485 Note
Repayment of loan . - - 650 - . - 650 Note
Notary fees - - - 330 - . - 330 Note
Family members - - 422 - . . . 423 Note
Other 872 522 55 306 - - - 1,755 Note
872 522 977 2,771 947 - - 6,089
Less: receipts - - {93) (350} - . - (443)
Total 4,384 1,124 6,763 9,607 1,947 1,000 4,039 28,664

Note: The Recelver is unable to determine If these transactions are permitted under the Loan Agreements. More
information is required,

3. The Recelver's counsel has reviewed the Loan Agreements and other documents
provided {o Investors ("Ancillary Documents”) to determine whether the payments to
the Shareholders were disclosed and/or are prohibited. A list of the Ancillary
Documents reviewed by the Recelver's counsel is attached as Appendix "S".

Disclosure

a)

Referral and broker fees ($5.861 million); These amounts were disclosed in
the Loan Agreements; however, the referral fees paid to Tler 1 Advisory were
approximately $69,000 greater than permitted (discussed in section 3.4 below),

Dividends ($4 million): Entities related to Davies, Thompson, Singh and Harris
received $4 million in dividends. These are disclosed in the Loan Agreements.
They were to be paid from the "excess proceeds after the Property has been
acquired”. In each instance, the dividends were paid immediately after the
applicable Davies Developer received the funds from the Trustee Corporation,
and after the dividend was paid and related party transactions, the applicable
Davies Developer had essentially no further monies to advance its
project. These payments contributed to or may have caused each such Davies
Developer to become insolvent, if they were not already insolvent at the time of
payment. Additionally, the Receiver questions why dividends weould be payable
from a fundraising, particularly because the Shareholders had not created value
for the Investors, no profits were generated (which is typically the source of

kev advisory inc.
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dividends) and all of the Davies Developers which paid dividends had negligible
or no equity either prior to or shortly following the payment of the dividends.

Prohibited Payments

¢) Payments to Moscowitz Capital Mortgage Fund Il (“Moscowitz”)
($935,000): Moscowitz is not a mortgagee on the property owned by McMurray;
however, itis a mortgagee on Davies’ home, A copy of a title search for Davies’
home reflecting the mortgage owing to Moscowitz is attached as Appendix “T".
The McMurray Loan Agreement prohibits these paymenits.

d) Management fees ($4.069 million): These amounts were paid to Aeolian from
Oakville, Kitchener, Burlington, Scollard, McMurray and Legacy Lane. These
payments are prohibited under the Loan Agreements with each of these
entities.

e} Loans to TSI, TSS! and MCIL ($4.114 million); The Davies Developers made
loans of approximately $4.114 million to TS|, TSSI and MCIL, the parent
companies of the Textbook Entities and the Memory Care Entities. Each loan
was made by cheque and the memo line on each of the cheques indicated that
payment was a “loan”. The Loan Agreements do not permit the Davies

. Developers to make loans, The Receiver is unaware of the terms of these loans
and whether they were documented, but the Receiver notes that no interest was
received by any Davies Development in respect of any loan.

f) Texthook (256 Rideau Street) Inc. (“Rideau”) ($3.7 million): The Davies
Developers made payments of $3.7 million to Rideau. The Loan Agreements do
not permit the Davies Developers to make these payments and these amounts
were not used by the applicable Davies Developer to advance the Project for
which the funds were raised.

g) Advances to affiliates ($339,000): These amounts are comprised of $324,000
to Lafontaine and $15,000 to Memory Care Investments (Victoria) Ltd. (“MC
Victoria”). Davies is the sole director and officer of Lafontaine and MC Victoria
(the shareholders of these entities are not known to the Receiver).

. Lafontaine: The Receiver understands that Lafontaine was incorporated
to discontinue the operations of the retirement facility on the Kitchener
Property at the time it was purchased by 237. The payments fo Lafontaine
were made by Scollard, Legacy Lane, Burlington and Oakville. These
payments contravene these entities’' Loan Agreements as the payments
do not relate to their Projects.

. MC Victoria: Davies has advised the Recsiver that MC Victoria was
considering a project in Victoria, British Columbia. The payments to MC
Victoria were made by Legacy Lane. This payment contravenes Legacy
Lane's Loan Agreement as it did not relate to the Legacy Lane project.
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Payments for which Additional Information is Required

h)

k)

Other management fees ($1.447 million): Pursuant to Section 7.02(c) of the
Loan Agreements with Bronson, 445 Princess, 525 Princess, 555 Princess and
Ross Park, ordinary course payments to shareholders for amounts related to
the management, development and operation of the Property are permitted,
provided such payments are reasonable in relation to the services
rendered. The amounts paid by these entities to their indirect shareholders
were $500,477 . (to-Acolian)-and $947,200 (to 132). Davies has advised the
Receiver that none of the Davies Developers entered into a management
agreement with any party, including with him or any of the Shareholders.

Consulting and diligence fees ($1.485 million}: All consulting and diligence
fees were paid to Tier 1 Advisory or RSCG. These amounts do hot appear to
be referenced or disclosed in the Loan Agreements or Ancillary Documents
reviewed by the Receiver and its counsel. The consulting fees that were

referenced and disclosed in the Ancillary Documents were exhausted by the

payment of the referral and broker fees (i.e.15% to 16% of amounts raised from
Investors).

Repayment of loan to Singh ($650,000): The Receiver has no information
concerning this loan, including whether a loan was made. The Receiver has
asked Harris for information concerning this loan, but it has not been provided
as of the date of this Report.

Notary fees ($330,000): These amounts were paid to Tier 1 Advisory by the
Davies Developers to have each investor's loan documents notarized. The
Receiver has no knowledge of the documents that were notarized and whether
these fees are reasonable in the circumstances.

Payments to Davies’ family members ($423,000): The permissibility of these
payments depends on the services provided, if any, by these individuals. The
Receiver has no knowledge of the services provided.

Other ($1.755 million): This amount is largely comprised of payments to TSSI
and TSI ($872,000) and MCIL ($522,000). The purpose of these payments
cannot be determined by the Receiver based on the available books and
records. Their permissibility would likely depend on the services provided and
the reasonableness of the amounts charged. Given the general prohibition in
the Loan Agreements with respect to payments to shareholders, the Receiver
and its counsel have concerns regarding these payments.

ksy advisory inc.
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3.2,1 Texthook and MCIL

1. TSl and TSSI are shareholders of the Textbook Entities, TSI and TSSI recsived a net
amount of $4.384 million from the entities listed in the table below. Of the amount
advanced to TSI and TSS|, $3.512 million was advanced by way of a loan, which is

prohibited, as noted in 3(e) above.

~_{unaudited; $000) Amount
Ross Park 1,554
525 Princess 1,080
445 Princess 843
555 Princess 786
Other 122
4,384

2. MCIL s the direct shareholder of Oakville and Kitchener, and the indirect shareholder
of Burlington. MCIL received a net amount of $1.124 million from the entities listed in
the table below, Of the amount advanced to MCIL, $602,000 was advanced by way

of a loan, which is prohibited as noted in 3(e) above.

{unaudited; $000) Amount
Entities owned by MCIL
Kitchener 128
Burlington 199
Qakville 308
632
Entities not owned by MCIL
McMurray 210
Scollard 181
Legacy Lane 44
445 Princess 48
Other 9
492
Total 1,124

3. TSI, 738! and MCIL are not subject to insolvency proceedings, and neither the
Receiver nor the Trustee has access to their bank statements and/or accounting
records. Accordingly, the Receiver is unable to confirm whether the amounts
-advanced to them were used for development purposes for any of the Davies
Developers. As part of the relief sought by the Receiver, the Receiver is seeking an
order compelling TSI, TSSI and MCIL to make their books and records available to

the Receiver.

1104
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3.2.2 Davies Entities

1. The Davies Entities received a net amount of $6.763 million from the Davies
Developers. A summary of the funds received by the Davies Entities is provided

below.
{unaudited; $000) Amount
Management fees pald to Aeollan
Scollard 1,244
Oakville 1,112
Kitchener 506
Burlington 592
Legacy Lane 341
McMurray 274
4,069
Ross Park 249
Other entities 251
500
4,569
Dividends paid to Aeclian
525 Princess 250
555 Princess 250
Ross Park 250
Bronson 125
875
Payments to family members
Judith Davies 365
Sarah Davies 29
Y2 Media Group Ltd. (owned by son of John Davies) 14
Jessica Davies 14
422
Payments to Moscowitz 935
Payments to Davies 55
Less: receipts from Aeolian (93)
Total 6,763

2. The table reflects that:

a) Aeolian received management fees of $4.569 million, of which $4.069 million is
prohibited under the Scollard, OCakville, Kitchener, McMurray and Burlington
Loan Agreements. As noted, Davies has advised the Receiver that there are
no management agreements bhetween Aeolian and any of the Davies

Developers;

b)  Aeolian received dividends of $875,000 from 525 Princess, 555 Princess,

Bronson and Ross Park;

ksv advisory Inc.
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Davies’ family members and entities related to Davies’ family members received
approximately $422,000, including $365,000 by Judith Davies, Davies’ wife; and

McMurray paid $935,000 to Moscowitz. Moscowitz is not a registered
mortgagee on McMurray's real property or any of the other of the Davies
Developers' real property. It is a registered mortgagee on Davies’ personal
residence,

3.2.3 Singh Entities

1. Singh and entities related to Singh (the "Singh Entities”) received a net amount of
$9.407 million from the Davies Developers. A summary of the funds received by the
Singh Entities is provided below,

(unaudited; $000) RSCG Tier 1 Advisory Raj Singh Total

Broker and referral fees - 5,861 - 5,861

Due diligence and consulting

Scollard 113 217 - 330
Kitchener - 116 - 116
Burlington - 78 - 78
Qakville 158 138 - 296
525 Princess 113 - - 113
555 Princess 113 - - 113
445 Princess 226 - - 226
Bronson 100 - - 100
Ross Park . 113 - - 113
936 549 - 1,485

Dividends
525 Princess 250 - 250
555 Princess 250 - 250
Ross Park 250 - 250
Bronson 375 - 375
1,125 - 1,125
Loan payments {Kitchener) - - 650 650
Notary fees - 330 - 330
Unknown 56 250 - 306
Less: receipts - (250} (100) (350)
Total 2,118 6,740 550 9,407

2. The table reflects:

a)

b)

c)

Tier 1 Advisory received broker and referral fees of approximately $5.861
miltion. (This is discussed in Section 3.4 below),

RSCG and Tier 1 Transaction received $1.485 million in due diligence and
consulting fees;

RSCG received $1.125 million In "dividends" from 525 Princess, 555 Princess,
Bronson and Ross Park:

ksv advisory inc.
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d}  Singh recelved $650,000 from Kitchener, which is characterized in the books
and records as a loan repayment;

e) Tier 1 Advisory received $330,000 as a reimbursement of notary fees from
several Davies Developers (as discussed in Section 3.2 above).

Additionally, as a shareholder of 237, Singh participated in the gain on the sale of
Kitchener. This transaction is not reflected in the table above. The gain appears to
be approximately $2.365 million; however, the Receliver has asked Harris to provide
an accounting for this transaction.

3.2.4 Thompson Entities

1.

132 received $1.947 million from the Davies Developers, comprised of a total of $1
million In dividends from 525 Princess, 555 Princess, Bronson and Ross Park
($250,000 from each entity) and $947,000 in management fees from 525 Princess,
555 Princess, 445 Princess and Ross Park. The Loan Agreements for 525 Princess,
585 Princess, 445 Princess and Ross Park permit the payment of management fees;
albeit such amounts are required to be reasonable. Davies has advised that none of
the Davies Developers had a management services agreement with any party,
including Thompson and entities controlled by Thompson.

3.2.5 Harris Entities

1.

Dachstein received $1 million in "dividends" from 525 Princess, 555 Princess,
Bronson and Ross Park ($250,000 from each entity), This is in addition to $2.4 million
in legal fees paid to Harris, which is discussed in Section 3.5 below.

2. As a shareholder of 237, Harris participated in the gain on the sale of Kitchener.
3.2.6 Rideau

1.  Rideau is neither subject to these recelvership proceedings nor is it a Davies
Developer. Rideau is the registered owner of real properties municipally described
as 256 Rideau Street, Ottawa and 211 Besserer Street, Ottawa (jointly, the “Ottawa
Property").

2.  The officers and directors of Rideau are Davies and Thompson.

3. According to title searches, the Ottawa Property was purchased by Rideau for $11
million on or around November 6, 2015. Kingsett has two mortgages totalling $8.25
million (before interest and fees, which continue fo accrue) registered on title to the
Ottawa Property.

4.  The Receiver identified payments of $3.7 miilion by the Davies Developers to Rideau,
including $2.75 million paid on October 27, 2015 by 555 Princess ($1.39 million),
Kitchener ($111,000) and Ross Park ($1.25 million).

5.  As set out in the Receiver's Third Report to Court dated May 16, 2017 (the “Third

Report"), it appears that monies transferred to Rideau from 555 Princess, Kitchener
and Ross Park were used to finance the acquisition of the Ottawa Property. These
payments contravene the Loan Agreements of 555 Princess, Kitchener and Ross
Park as they are not related to the development of their Projects.

ksv advisory Inc.

Page 20

1107



6. On May 186, 2017, the Receiver sought an order that the registrar issue and register
Certificates of Pending Litigation ("CPLs"} on and against title to the real property
owned by Rideau. On May 17 2017, the Court made the order and the CPLs were
subseqguently registered (the “May 17 Order”). A copy of the May 17 Order and the
Third Report {without appendices) are attached as Appendix “U", together with the
Court’'s endorsement, No party has contested the May 17 Order or the Receiver's
Third Report in support of the May 17 Order.

3.3 Interest and fees

1. The Davies Developers paid .iﬁtere—;;cméﬁdm%eés of '$1"4.529 miiiién, comprised of
$12.191 million in Interest paid to the Trustee Corporations and $2.338 million in
interest and fees paid to the Other Lenders,

2, The interest payments to the Trustee Corporations were disclosed in the Loan
Agreements.

3.4 Brokers

1. The Brokers and Tier 1 Advisory promoted and sold the syndicated mortgage

‘ investments to Investors. The Brokers sold the mortgages through other brokers, who
would receive a fee for doing so. The Receiver is not aware of the sharing
arrangement between the individual brokers and Tier 1 Mortgage/FCMC.

2. Each of the Loan Agreements includes a provision requiring the Davies Developer to
pay:

a) 1% of the amounts raised by the relevant Trustee Corporation as a brokerage
fee to the Brokers; and

b)  15% to 16%: of the amounts raised by the Trustee Corporation as a referral fee
to an entity directed by the Brokers {collectively, the “Broker and Referral Fees”).

3.  Broker and Referral Fees totalling $15.848 million were paid by the Davies
Developers, comprised of $5.861 million to Tier 1 Advisory, $9.768 million to FCMC
and $219,000 to other referring brokers. Based on the Receiver's review, the broker
and referral fees paid in connection with Kitchener, Burlington and McMurray are
$113,915 greater than permitted under the Loan Agreements, as reflected below.

(unaudited; $000) Permitted Actual
Pald to Referral Fees Referral Fees Viriance
Kitchener Tier 1 1,692,288 1,733,088 (40,800)
Burlington Tier 1 1,328,416 1,356,231 (27,815)
McMurray Various brokers 480,000 525,300 (45,300)
3,500,704 3,614,619 (113,915)

4. The remaining referral fees appear to be consistent with the referral fees set out in
the various Loan Agreements.

-5 Except the McMurray Loan Agreement, which provides fixed referral fees of $445,000 (12.7% of the funds raised).
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3.5 Professional fees

1. A summary of the professional fees paid by the Davies Developers is reflected in the

table below.
(unaudited; $000) Elliot
Davies Developer Harris Law Firm Other Total
Kitchener 189 49 32 270
Oakville 402 68 48 518
‘Bronson ’ 160 23 61 244
445 Princess 255 29 186 470
Burlington 168 49 42 259
Scollard 308 32 107 447
555 Princess 181 26 11 218
525 Princess 188 26 11 225
Legacy Lane 96 26 27 149
Ross Park 274 26 11 311
McMurray 185 - 62 247
Total 2,406 354 598 3,357

2. The table reflects that;

a)

c)

$2.406 million was paid to Harris, The Loan Agreements provide a combined
estimate for Harris' legal fees of $748,060, plus disbursements and HST.
Pursuant to the Loan Agreements, Harris was to charge fees ranging $25,000
to $35,000 on the first advance under a Loan Agreement and $15,000 to
$20,000 on subsequent advances. Harris has advised the Receiver that his law
firm provided services to the Davies Developers in addition to those
contemplated in the Loan Agreements. The Receiver is reviewing Harris'
invoices, which were recently provided to it by Harrls;

$354,000 was paid to Eliot Law Firm (“Elliot"), counsel to the Trustee
Corporations. The Loan Agreements provide a combined estimate for Elliot's
legal fees of $287,020, plus disbursements and HST; and

$598,000 was paid in other professional fees.

3.6 Traditions Development Company

1.  The Memory Care Entites and Legacy Lane made payments to Traditions
Development Company (“Traditions”) totaling $1.487 million.

2. Davies has advised the Recesiver that:

a)

the fees paid to Traditions were development management fees relating to the
Memory Care Entities and Legacy Lane Projects,
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b)  there is no consulting or other agreement between Traditions and either the
Memory Care Entities or Legacy Lane; and

c) the principal of Traditions, Bruce Stewart, was formerly a director and officer of
the Memory Care Entities and Legacy Lane,

3. Harris has provided the Recelver with copies of the directors’, officers’ and
shareholders’ registers for each of the Memory Care Entities and Legacy Lane, A
copy of the registers is attached as Appendix “V*. ' '

. -The Légacy Lane Lodh Agreément prohibits the payrmient of management and
consulting fees fo Legacy Lane's directors and officers.

4.0 Davies Developer Transactions

1. The table below illustrates that the Davies Developers routinely transferred monies
between entities in contravention of the Loan Agreements. The Loan Agreements
require that funds advanced from Investors are to be used solely for the Project for
which the funds were raised. A summary of the transactions between Davies
Developers is provided in the table below.

2.

(unaudited, $000) Amounts Received from Amounts Advanced to Net Received/
Davles Developer Other Davies Developers  Other Davies Developers {Advanced)
McMurray 4,137 401 3,736
Scollard 5,980 2,906 3,074
Legacy Lane 1,023 773 250
Ross Park 838 247 591
555 Princess Street 55 24 31
525 Princess Street 57 80 (23)
Burlington 2,178 2,571 {393)
Bronson 281 1,087 (8086)
Kitchener 1,225 2,943 (4,718)
445 Princess 61 1,732 {(1,671)
Oakville 1,368 4,439 (3,071)
17,203 17,203 -

The details of the fransactions among the Davies Developers is provided in
Appendices “G” to “"Q".
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5.0 Disposition by Davies of His Cottage and a Home

1.

The Receiver understands that Davies recently sold his cottage and is in the process
of selling his house. In this regard:

a) on April 25, 2017, Davies sold his cottage for $3 million. A copy of the title
search for the cottage is attached as Appendix "W”; and

b)  Davies has sold his home, which is jointly owned with his wife; however, based
on the title search, it appears that the transaction has not yet closed. The listing
price for the house was $1.6 million.>* The Receiver does not know the current
balance of the mortgage (Moscowitz is the registered mortgagee) and whether
there is any equity in the house.

The Receiver has also been advised that Davies and/or his family, either directly or
indirectly, own a property in Arizona in the United States. The Receliver has no other
information regarding this property.

6.0 Conclusion and Recommendation

1.

Based on the Receiver's findings as detailed throughout this Report, the Receiver
recommends that the Court issue orders: (i) granting an interfim Mareva injunction
against Davies and Aeolian, and (ii) compelling TSI, TSSI and MCIL to forthwith
provide a copy of its books and records fo the Receiver. Certain of the Receiver's
critical findings are summarized below:

a)  The Davies Developers raised a total of approximately $125 million to develop
eleven Projects, including approximately $93.975 million from Investors.
Notwithstanding the substantial monies raised, each of the Projects is in the
early stages of development and none has any capital to further develop its
Project. Each is insolvent.

b)  Millions of dollars were paid by the Davies Developers to the Shareholders in
respect of management fees, consulting fees, dividends, loans and other
amounts. A substantial portion of these payments contravenes the Loan
Agreements.

¢)  Davies and entities or individuals related to him received a net amount of $6.763
million from the Davies Developers, including at least $4.069 million in
prohibited management fees, $875,000 in dividends, over $900,000 in
payments to Moscowitz, and over $422,000 paid to family members. This does
not consider any amounts that he may have received from TSI, TSSI and MCIL,
which, on a combined basis, received over $5.5 million from the Davies
Developers. The Receiver believes it is appropriate to investigate further, infer
alia, the use of the monies by TSI, TS8I and MCIL.

d)  Of the amounts paid to Davies and parties related to Davies, Aeolian received
$5.444 million, including the prohibited management fees and dividends.
Aeolian is also a shareholder of TSI, TS$S! and MCIL.

! The selling price is not known to the Receiver.
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Moscowitz is the mortgagee on Davies' personal residence. Moscowitz is not
the mortgagee on any of the Davies Developers' real estate, including
McMurray, which is the entity from which these payments were sourced.

Entities related to the Shareholders received $4 million in dividends. Although
the intention to pay these dividends was disclosed in the applicable Davies
Developer Loan Agreements, no value was created to justify the payment of the

- dividends and each entity had no or negligible equity after related party

transactions and the payment of dividends. [t is possible that the entities were
insolvent at the time these amounts were paid, or that the payment of them
contributed to their insolvency.

The Davies Developers’ transactions are poorly documented and their books
and records are incomplete.

There are numerous other breaches of the Loan Agreements, including: i} in the
case of the Memory Care Entities, Scollard and McMurray, the granting of
security Interests on their real estate in priority to the security interests granted
to the applicable Trustee Corporations; and ii) the routine transfer of dollars
among the Davies Developers.

Davies recently closed the sale of his cottage. His house has been sold and to
the Receiver's knowledge, has not yet closed. In light of those dispositions and
Davies' other conduct described in this Report, the Receiver is concerned that
Davies is attempting to dissipate assets so that they are out of reach of creditors.

All of which is respectfully submitted,

KSV KOFMAN INC.

SOLELY INITS CAPACITY AS RECEIVER AND MANAGER OF

CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION, MEMORY CARE
INVESTMENTS (KITCHENER) LTD., MEMORY CARE INVESTMENTS (OAKVILLE) LTD,,
1703858 ONTARIO INC., LEGACY LANE INVESTMENTS LTD., TEXTBOOK (525 PRINCESS
STREET) INC. AND TEXTBOOK (555 PRINCESS STREET) INC.

AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY
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Overview of Development Management Fees

Summary:

Raj Singh, Tier 1's President and director and officer of the Trustee Corporations, and Greg
Harris, Tier-1's lawyer, were fully aware and completely on-side with the Davies Developers
charging 5% of the total project costs for development management fees. Prior to closing, each
Tier 1 project was studied in considerable detail and both Singh and Harris were provided with
detailed development pro-forma calculations which set out the projected costs and revenues of
the project, including the 5% development management fee, The Trustee Corporations were
also provided with multiple iterations of the pro-forma projections as pre-developme'nt work
advanced. These development management fees, which were consistent with industry-
standard development management costs, were submitted to the individual development
companies for payment on a monthly basis. '

Background:
MchMurray Lofts and Condos

The subject of development management fees being invoiced to the individual development
companies was first addressed in Aprll 2012 when Singh wrote to Davies regarding the pro-
forma for McMurray Lofts and Condos to request clarification as to which party would receive
development management fees for project development services on McMurray and which
party would receive the construction management fees.

Davies wrote to Singh on April 22, 2012, prior to the Tier 1 McMurray closing, and speclﬂ.ed that
the development management fee would be pald by McMurray for development management
services, There were no further conversations pertaining to development management fees
being charged in relation to the McMurray project.

Memory Care Qakville

By spring of 2012, Davles and Bruce Stewart (an original officer, director and shareholder of
Memory Care Investments Ltd.) had spent approximately 12 months studying the feasibility of
the Memory Care initiative. Singh had been introduced to the opportunity in late 2011 or early
2012, The first Memory Care development site on Garden Drive (at Lakeshore Blvd.) in Oakville
was put under contract in the fall of 2011, Harris, who represented Tler 1 and Memory Care,

incorporated Memory Care Investments (Oakville) Ltd. in May 2012 and the purchase occurred
in October 2012,

During the due diligence period prior to closing, Davies and Stewart produced pro-forma
sensitivity studies that were circulated to Singh and Harris. These studies set out all of the
projected costs and revenues, including development management fees calculated at 5% of
total hard and soft costs.
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Davies, Stewart, Singh and Harris had a number of discussions about all the projected costs and
revenues contained in the pro-forma, including the development management fees. These
conversations took place prior to the Oakville closing. Hartis and Singh initially took the position
that they too should share in the development fees with Stewart and Davies. Davies and
Stewart explained that the development management fees covered all of their overhead,
including staff costs, office expenses and out of pocket costs, in addition to management fees
paid to Davies and Stewart,

To facilitate invoicing of development management fees, Harris incorporated ‘Memory Care
Management Ltd.’ in January 2013. Memory Care Management was owned 50/50% by Davies
and Stewart and was specifically incorporated as the company that would invoice and receive
development management fees from the Memory Care {and other) development entities
(though it was never ultimately used for this purpose).

Scollard Development Corp.

For seven months, commencing in the fall of 2012 and throughout the winter and spring of
2013, Davies, Stewart and Singh explored the opportunity of developing a luxury, high-rise
residential condominium project tocated at 50 Scollard Street on the site of the former sales
and presentation centre for the ‘Four Seasons Residences’ condo in Yorkville.

Singh was responsible for sourcing financing while Davies and Stewart studied the
redevelopment options for the property. Stewart and Davies prepared pro-forma projections of
the costs, revenues and potential profit of the Scollard venture. Initlal pro-forma studies
indicated the project, as conceived, would cost approximately $80 million to construct, Singh
advised Davies and Stewart he thought that a 5% development management fee (54 million)
was too high. Singh also advised that some investors wanted Davies to consider taking reduced
development fees until such time as sufficient sales targets had been met to ensure the
avallability of construction financing.

Davies and Stewart explained to Singh the costs were attributed to the large number of new
staff that would need to be hired to manage such a major project over four years. Davies,
Stewart, Singh and Harrls subsequently met to discuss the issues of fee timing and quantum
and the parties agreed to reduce the development management fee for Scollard to 4%. All
subsequent pro-forma projections for Scollard carried the 4% development management fee
and there were no further discussions regarding the quantum or timing of fees. Tier 1 was
ultimately unable to raise financing and the purchase option on the property expired.

Legacy Lane Residential Development, Huntsville

The Legacy lane property was known to Stewart through his design and development
consulting work for Chartwell, who owned and operated an adjacent retirement residence to
the Legacy Lane site. As with the other projects, Davies and Stewart studied the opportunities
and constraints associated with the project and submitted pro-forma analyses to Singh and
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Harrls in advance of closing on the property. The Legacy Lane project pro-forma included a 5%
development management fee carried in the budget. Neither Singh nor Harris disputed this
proposed fee,

Memory Care Burlington and Kitchener

As with Memory Care Oakville, Davies and Stewart prepared detailed financial projection pro-
formas for both the Burlington and Kitchener Memory Care projects. Each pro-forma included a
development management fee calculated at 5% of the total projected project cost. These pro-
formas were circulated to Harris and Singh prior to closing, and Singh and Harris received
updated financial reports (post-closing) throughout the pre-development phase. There were no
discussions or questions raised by Singh or Harris about the development management fees.

‘Boathaus’ Condominiums, Whitby

Davies and Stewart were introduced to this prime redevelopment site by the former planning
director of the Town of Whitby. Initially conceived as a 4-storey condominium project
containing 256 suites, the development team added a fifth storey in response to robust early
sales, Pro-forma studies were prepared by Davies and Stewart and were later refined by Davies
and Chris Giamou (who had been hired by Davies as St. VP Finance). Prlor ta closing, pro-forma
projections (which included a 5% development management fee) were prepared and presented
to Singh and Harris. Based on the development’s potential for success, Singh agreed to work to
secure SMI finanhcing to acquire the property, No issues were raised by Singh or Harris about
any aspect of the pro-forma, including the 5% development management fee.

Involicing of Development Fees

There is considerable éorrespondence between Davies, Stewart, Harris and Singh from early in
their business relationship regarding the development management fees and their payment by
the development companies to the Davies Developers. This correspondence includes questions
from Singh and Harris about the quantum of fees, what costs are included, the growth of the
enterprise and who should receive a share of the fee. Those questions were addressed to
everyone’s satisfaction and, as detailed above, the projects proceeded.

Singh and Harris were aware that development management fee payments flowed directly to
Aeolian Investments Ltd. Neither of them ever raised any issues with this payment flow or
advised the Davies Developers that taking this action was contrary to the terms of the Loan
Agreements. Indeed, f6llowing Stewart’s departure from the Memory Care enterprise, both

"Singh and Harris began invoicing Aeolian for a pro-rata share of the monthly Memory Care

management fee draw that was previously payable to Stewart.

In addition, and as noted above, Harris incorporated Memory Care Management Ltd, in January
2013 to invoice development mansgement fees and other overhead to the various
development projects. This action, together with Singh and Harris’ invoicing of Aeolian for a
share of Stewart’s management fee draw and the parties’ interactions regarding pro-formas,
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reflect Singh and Harrls’ consent to the payment of development management fees as an
ordinary course expense in connection with the development of the various projects.

Quantum of Development Fees

As noted above, the Davies Developers had the approval of Singh and Harris to.act as the
development manager (or co-developer) for each of the development entities, and to charge an
industry-standard 5% development management fee for their services. From these fees, the
Davies Developers were responsible to pay management compensation and other staff costs,
office expenses and over-head necessary to advance the projects through the predevelopment
phase.

It was understood and agreed that the Davies Developers had full responsibility for developing
the various projects, and had the authority to retain architects, engineers, planners, consultants
and other experts. The Davies Developers advanced the projects and invoiced for development
management fees in accordance with the pro-formas that were submitted to and approved by
Singh, Harris and the Trustee Corporations.

The quantum of fees (charged on a project by project basis) reflected the progress achleved on
each of the developments. Accounting records confirm that development management fees
were invoiced on a monthly basis through the course of pre-development work on each project,
Appropriate fee reserves were maintained so each project could be taken to ‘shovel readiness’
by the time the 5% fee had been fully disbursed.

TS/ 1851

Textbook Suites Inc. and Texthook Student Suites Inc. were created to manage the
development activities of the student housing project initiative. As with the Memory Care and
other predecessor companies, a 5% development management fee was included as a
development cost in every Textbook pro-forma.
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Aeolian Investments Ltd.

Reconciliation of Payments to Aeollan

For the Perlod October 1, 2012 to May 29, 2017
{unaudited; $000s)

Management fees Note Aeolian Report Fourth Report Difference
Scollard 1,248 1,244 4
Qakville 1 1,137 1,112 25
Kitchener 2 481 506 (25)
Burlington 3 433 592 (159)
Legacy Lane 4 316 341 {25)
MeMurray 272 274 2)

3,887 4,069 {182}
Other entities 500 500 -
4,387 4,569 (182)

Dividends paid to Aeolian
525 Princess 5 . 250 (250)
555 Princess 250 250 -
Ross Park 250 250 -
Bronson 125 125 -

625 875 {250}

Other
Relmbursement of costs - McMurray 6 236 - 236
Profit from the sale of Kitchaner 7 344 - 344

580 - 580

Total 5,592 S,444 148

General Note:
1. Differences between the current report and the Fourth Report are due to several factors including availabiiity of new
information and the different classification of certain payments. For example, certain payments reflected as being paid to Aeolian
in the Davies Developers' accounting records appear to have been paid to other entities on behalf of Aeolian. The significant
variances are discussed below.

Notes:

1. Aeolian's bank statements include a receipt of $25,000 from Oakville that was.not refected In Oakville's accounting records,
This information was not available to the Receiver as at the date of the Fourth Report.

2. Kitchener's accounting records includes two payments to Aeolian totaling $25,326 that were hot reflected in Aeolian's bank
statements. These payments appear to be expenses paid by Kitchener on behalf of Aeolian and include a $20,000 wire to Identity
Construction.

3, Burlington's accounting records include two payments to Aeolian totaling approximately $160,000 that were not reflected in
Aeolian's bank statements, These payments appear ta be expenses paid by Kitchener on behalf of Aeclian and include a $134,510
payment to ldentity Construction.

" 4. Legacy Lane's accaunting records Include a payment of $25,000 to Aeolian that was hot reflected in Aeolian's bank statements.
This amount is recorded in Aeolian's general ledger; however, the funds were not received in the bank account. It is unclear where
these funds were deposited.

5. 525 Princess' general ledger includes a $250,000 dividend paid to Aeolian that was not reflected in Aeolian's bank statements,
Based on an answer to an undertaking given by John Davles, it appears that this was paid from a Harris & Harrls LLP trust account, on
behalf of Aeolian, to repay a loan owing to RS Consulting Group Inc., an entity controlled by Raj Singh.
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6. Aeollan's bank statements include a receipt in the amount of $235,938 related to McMurray which was not refiected in McMurray's
bank statements. This amount was received by Aeclian from Gowling WLG International Limited ("Gowling") as reimbursement of costs
paid by Aeolian on behalf of McMurray and was not reflected in McMurray's bank statements. The source of the funds received from
Gowling is unknown,

7. Aeolian's bank statements included a receipt in the amount of 5344,052 from Harris & Harris LLP (proceeds generated from the sale of
the Kitchener property) that was not reflected in Kitchener's bank statements,

1118






John Davies
Assets and Liabilities
as of June 14, 2017

Assets Value
1) 24 Country Club Drive {(Residence) 1,600,000
2) Davies Arizona Trust - Discretionary Beneficiary unknown
3) Household Furniture / Misc 75,000 (est.)
4) 2011 Toyota Venza (159,000 km) 2,500
5) 2008 Range Rover Sport {175,000 km) 12,000
6) 2008 Cobalt (boat) 30,000
Total Assets 1,715,500
Liabilities
1) First Mortgage 24 Country Club 1,050,000 (est.)
2) CRA Liens (24 Country Club) 600,000 (est.)
3) Accounts Payable
Enbridge 400
Hydro 500
Auto One 5,980
407 2,000
Rogers 800
Bickle Maintenance 700
Condo Fees 650
Loan | 10,000
Clublink, Water/Sewage Fees 6,300
4) Financing Guarantee - 28 McMurray Street Inc. 300,000

(Pillar Financlal)

Total Liabilities 1,977,330

Location
Ontario
Arizona
Ontario
Ontario
Arizona
Ontario

Ontarlo
Ontario

Ontario
Ontario
Ontario
Ontarlo
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
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Aeolian Investments Ltd,
Assets and Liabilities
as of June 14, 2017

Assets _ Value
1)  Various % Shareholding Interest

- McMurray Street Investments inc. 0
- Textbook Raoss Park Inc. 0
- Textbook (774 Bronson Avenue) [nc. 0
- Textbook (445 Princess Street) inc. 0
- Generx Byward Hall Inc 0
- Textbook Suites Inc. unknown
Total Assets unhknown
Liabilities
1)  Automobile Lease Residual obligations (net)
- 2014 Range Rover (net after sale) 12,000
- 2013 Ford Escape (net after sale) 10,000
2)  CRA
©OHST 50,000 (est.)
Taxes 100,000 (est.)

Total Liabilities 172,000

Location

Ontario
Ontarip
Ontario
Ontario
Ontario
Ontario

Ontario
Ontario

Ontario
Ontario
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John Davies
Assets and Liabilities
as of June 14, 2017

Assets Value
1) 24 Country Club Drive (Residence) 1,600,000
2} Davies Arizona Trust - Discretionary Beneficlary unknown
3) Household Furniture / Misc 75,000 (est.)
4) 2011 Toyota Venza (159,000 km) 2,500
5) 2008 Range Rover Sport (175,000 km) 12,000
6) 2008 Cobalt (boat) 30,000
Total Assets 1,719,500
Liabilities -
1) First Mortgage 24 Country Club 1,050,000 {est.)
2) CRA Liens (24 Country Club) 600,000 (est.)
3) Accounts Payable
Enbridge 400
Hydro 500
Auto One 5,980
407 2,000
Rogers 800
Bickle Malntenance 700
Condo Fees 650
Loan 10,000
Clublink, Water/Sewage Fees 6,300
4) Financing Guarantee - 28 McMurray Street Inc, 300,000
(Pillar Financial)
5) Personal Loan - Don Mintz 100,000
Total Liabilities 2,077,330

Location
Ontario
Arizona
Ontario
Ontario
Arizona
Ontario

Ontario
Ontario

Ontario
Ontario
Ontario
Ontatio
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario

Ontario
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Aeolian Investments Ltd.
Assets and Liabilities
as of June 14, 2017

Assets Value

1)  Various % Sharehoiding Interest
- McMurray Street Investments Inc. 0
- Textbook Suites Inc. unknown
- Textbook Student Suites Inc. unknown
- Scollard Development Corporation unknown
- Legacy Lane Investments Ltd. unknown
- Memory Care Management Ltd. unknown
- Memory Care Investments Ltd. unknown
- 2372519 Ontario Ltd. unknown

Total Assets unknown

Liabilities

1}  Automobile Lease Residual obligations (net)
- 2014 Range Rover (net after sale) 12,000
- 2013 Ford Escape (net after sale) ' 10,000

2)  CRA
HST 50,000 (est.)
Taxes 100,000 (est.)

Total Liabilitles § 172,000

Location

Ontario
Ontarlo
Ontario
Ontario
Ontarlo
Ontario
Ontario
Ontario

Ontario
Ontario

Ontario
Ontario

Shareholding
Percentage

30%
35%
30%
50%
50%
100%
50%
50%
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Court File No. Cv-1711822~00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE ) WEDNESDAY, THE 7TH

)
MR. JUSTICE MYERS ) DAY OF JUNE, 2017

BETWEEN

KSV KOFMAN INC. IN ITS CAPACITY AS RECEIVER AND MANAGER
OF CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION,
MEMORY CARE INVESTMENTS (KITCHENER) LTD., MEMORY CARE
INVESTMENTS (OAKVILLE) LTD., 1703858 ONTARIO INC.,
LEGACY LANF INVESTMENTS LTD., TEXTBOOK (525 PRINCESS
STREET) INC. AND TEXTBOOK (555 PRINCESS STREET) INC.

Plaintiff,

- and -

JOHN DAVIES AND AEQLIAN INVESTMENTS LTD.
Defendants.
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This is the Cross-Examination of JOHN EVAN DAVIES, a
Defendant herein, on his affidavit sworn June 14, 2017,
taken at the offices of Network Court Reporting, 1 First
Canadian Place, 100 King St. West, Suite 3600, Toronto,
Ontario, on June 16, 2017.

APPEARANCES

Jonathan Bell for the Plaintiff
Sean H. Zweig

David McCutcheon for the Defendants

ALSO PRESENT:
Noah Goldstein KSV representative
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Cheques from Aeolian Investments
Limited to RBC Royal Bank of
Canada dated July 16, 2015,
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Bundle of cheqgues starting with
cheque from Aeclian to Royal
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dated September 11, 2015 re wire
U.S. dollars to Davies Arizona
Trust.
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Aeclian to Royal LePage Your
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--~ Upon commencing at 1:41 a.m.
JOHN EVAN DAVIES: SWORN

CROSS-EXAMINATION BY MR. BELL:

Q. Good morning, sir.

A, Good morning.

Q. Can you state your name for the
record?

A. John Evan Davies.

Q. I'm going to show you an affidavit

that you swore June 14, 2017. Can you just

confirm that you did in fact swear that

affidavit?
A. T did swear this affidavit.
Q. Are there any corrections you would

like to make to the affidavit?

A. No.

MR. BELL: Let's mark that as Exhibit 1.

MR, MCCUTCHECON: Just a moment. Actually,
you can mark it as Exhibit 1.

EXHIBIT NO. 1: Affidavit of John Davies

sworn June 14, 2017.

MR. MCCUTCHECN: Is the house in your
name?

THE DEPONENT: The house I believe is in

-- I'm certain the house is in both my name, in

NETWORK REPORTING & MEDIATION (416) 359-0305
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June 16, 2017 JOHN EVAN DAVIES - 6

both my wife and I.

MR. BELL: Okay.

MR. MCCUTCHEON: Okay. I think that's the
only change.

BY MR. BELL:

Q. That's the only change. That's
helpful. We'll go through that, but that's
helpful. Thank you.

And I understand that you're attending
today in both your personal capacity and as a
corporate representative for Reolian. Do I have
that correct?

A, Yes,

Q. And so do I understand that your
answers today will bind Aeolian?

A. Yes.

Q. And I understand that you're the sole
director and officer of Reclian. Do I have that
right?

A. Yes.

Q. And who are the shareholders of
Reolian?

A. The shareholders of Aeolian are my
four children: Andrew Davies, Sarah Davies,

Jessica Davies and Jack Davies.

NETWORK REPORTING & MEDIATION (416) 359-0305
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9. Q. And do they each own a 25 percent
share of the company?
A, Yes.
10. 0. And how old are your children?
A, My son Andrew is 32, My daughter

Sarah is 28. My daughter Jessica is 26. My son

Jack is 16,
11, 0. And what does Aeolian do?
A. Aeolian is a company that was formed

for the benefit of my four children, It was
expected that various development activities that
I was undertaking would benefit the children in
the long term. Aeolian's role was really a
holdco, for lack of a better word, for my
children's long-term benefit.

12, : Q. And do your children have any

involvement in Aeolian other than being passive

shareholders?
A. No.
13. Q. And does Aeolian have any employees?
A, No.
14. Q. So other than you as the officer and

director, there's no one else that performs any
work, for example, on behalf of Reolian?

A. No.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And does Aeolian have any offices?
Does it have a corporate office?

A, No.

Q. Now, going to -- do you have a copy
of your affidavit in front of you?

A. Yes.

Q. I just want to turn to Exhibit "A" to
your affidavit and start with your assets and
liabilities, and you don't list a bank account.

Do you have a personal bank account?

A. No.

Q. And do you have a personal investment
account?

A No.

Q. RRSPs?

A, No.

Q So do you have joint bank accounts?

A No.

Q. So if someone were to give you a

cheque, how do you cash it or do you just not
cash cheques personally?

A, I can't cash a cheque.

Q. And have you never had a bank account
or when is the last time you had a bank account?

A, Not for seven or eight years.

NETWORK REPORTING & MEDIATION {416) 358-0305
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Q. And so how do you live day to day
with living expenses?

A, I use an Aeolian bank card or my wife
pays for it,

Q. And so the bank card -- sorry, just
take that in steps. So the Aeolian bank card,

Aeoclian has a bank account?

A, Aeolian has a bank account.

Q. Does it have more than one bank
account?

A, No.

Q. And the bank account it has is the

RBC account?

A, That's right.

Q. And is that -- do you know off the
top of your head if that's account number

44210130697

A. I don't know.

Q. But it has one account at RRBRC?
A, There's only one account at RBC.
Q. And as I understand, that account

currently has a thirteen-dollar balance. Does
that fit roughly with your understanding?
A. I didn't know it was that high.

Q. Wealthy.

NETWORK REPORTING & MEDIATION (416) 359-0305
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A, Exactly.

Q. And so I assume that before this
Mareva happened, you weren't living off the
Aeolian bank card. So you said your wife
provides the money. Is that right?

A, My wife has gone back to work as a
result of the activities over the last eight or
nine months.

Q. And what does your wife do?

A, She assists a real estate agent with

scheduling and working on their website and

things like that.

Q. And she now works full time?

A, No.

Q. Part time?

A, Part time.

Q. And previous to her going -- we can

go off the recoxrd just for a second.

-—- Off-the~record discussion 10:46 a.m.

--- Upon fesuming 10:47 a.m.

BY MR. BELL:

0. And so I want to focus on the last
five years in particular. Over the last five
years, how have you funded your living expenses

largely?

NETWORK REPORTING & MEDIATION (416) 359-0305
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A, By receiving development ﬁees from
the various projects, entities that we've been
working on.

Q. Has that been your only employment
over the last five years? |

A, Yes.

Q. And when you say, "receiving
development fees", through which entities did you
receive the development fees that ultimately
funded your living expenses?

A, Well, indirectly through Memory Care
Management and from Memory Care Management to
Aeolian.,

Q. And so if you had an expense, and I
realize this may -- I'm talking generally
speaking over the last five years, you would pay
it from funds that went through Aeolian. Is that
correct?

A. More or less, yeah.

Q. And you had an Interac card for the

RBC account at Aeolian?

A, Yes,

0. And was there a corporate credit
card?

A, No

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And do you have an American Express
credit card?

A. I do.

Q.v And whose account is that American
Express credit card on?

A. It's a corporate card from GenerX
Corporate Development Partners Inc.

Q. And who are the shareholders of
GenerX?

A, Me.

Q. And so other than the American
Express on the GenerX account, do you have any
other credit cards?

A, No.

Q. And what's the credit limit on the
American Express account?

A, No credit limit,

Q. DreamX. I've got to get one of

those. Does GenerX have a bank account?

A. No.

Q. It only has an American Express
account?

A. Correct.

Q. And how is the American Express bill

paid, the GenerX American Express? Is that paid

NETWORK REPORTING & MEDIATION (416) 359-0305
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out of Aeolian as well?

A, Yes.

Q. And since Aeolian no longer has
money, how is the American Express card paid
going forward or how was it paid up to the
Mareva, till last Wednesday?

A, I've been selling assets that belong
to my children.

Q. And what are you doing with the funds
that you get from selling those assets?

A. Put them in -- up until last week,
deposited them into Aeolian.

Q. Into the Aeolian's bank account,
that's in there?

A. Yes.

Q. And what assets have you sold of your
children in the last five years?

A, In the last five years?

Q. Yes.

« A, Oh, I haven't sold any of my
children's assets in the last five years, only in
the last eight months,

Q.  So what have you sold in the last
eight months?

A. Artwork. Yeah, artwork.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And do you know roughly how much you
got for that artwork?

A, About 150 -- $130,000.

Q. And is there more artwork left in
your children's name?

A, No. It's...

Q. It's all gone. And so other than the .

Aeolian bank account, we've spoken about the
GenerX BAmerican Express card, what other bank
accounts do you have signing authority for?

A, I have signing authority or cosigning
authority on all of the active development
companies,

Q. And other than those?

A, Or formerly active. ©No others. None
others. No others or none others? None.

Q. So other than the active development
companies, the Aeolian RBC account and the GenerX
American Express account, you don't have signing
authority on any other banking facilities. Is
that right?

A, No.

Q. That's right?

A, Yes, Yes, Affirmative.

Q

And you're married to Judith Davies?

NETWORK REPORTING & MEDIATION (416) 359-0305
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A, I am.

Q. And where does she bank?

A. TD.

Q. And éhe has a bank account?

A, Yes.
Q. And do you have access -- do you have

an Interac card on her bank account?

A, No.

Q. So if you wanted money, you have to
get it from her and she takes it out and gives it
to you?

A. More or less, yeah.

Q. You don't have signing authority on
her account?

A, No.

Q. And 1f I can get you to turn to the
second page of Exhibit "A" to your affidavit, you
have listed some shareholders of Aeolian. Do you
see that?

A. Yes.

Q. And is that a complete listing of all
the shareholdings held by Aeolian?

A. No, the Memory Care projects are not
listed there. |

Q. Right. 2and so let's go through

NETWORK REPORTING & MEDIATION (416) 359-0305
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June 16, 2017 JOHN EVAN DAVIES - 16

those. So in addition to what's listed there,
what other shareholdings does Aeclian have?

A. Memory Care Investments (Oakville),
Memory Care Investments (Burlington), Memory Care
Investments (Kitchener).

Q. And what about Memory Care
Investments Limited?

A, Oh, yeah, MCIL, yeah. It doesn't
really do anything. It pays the rent on the
office and things.

Q. But it has -~

A, Yes, I have signing authority on that
account as well.

Q. So let's take those in order, and
then there's also a company called -- before we
take them in order, there is a company called
TSSI; right?

A. Textbook Suites -- Textbook Student
Suites Inc.

Q. Right. And Aeolian has a
shareholding in that as well, right?

A, Yes,

Q. And that's not listed there as well,
right?

A. Correct.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And there's also Legacy Lane,
correct?

A, Legacy Lane and Scollard, yeah.
There would be Memory Care Investments Limited,
MCIL and... am I missing something?

MR, MCCUTCHEON: I'm trying to think are
you missing anything?

THE DEPONENT: TSI, Textbook Suites Inc.

BY MR. BELL:

Q. Textbook Suites Inc. is on the —--
okay. So rather than do this by way of a memory
test, I would like an undertaking for you to
update the Schedule "A" that's attached to your
affidavit and provide a detailed listing of all
the shareholdings held by Aeolian, as well as the
percentage shareholding in each of the companies.
U/T MR. MCCUTCHEON: We will make that inquiry
and provide you with a list to the best of our
information.

MR. BELL: Perfect. Thank you.

BY MR. BELL:

Q. And I should have said this before.
You personally, do you have any shareholding in
any compénies?

A. No.

NETWORK REPORTING & MEDIATION K  (416) 359-0305

1139



e Gn G G G G W

- ww ws

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

79.

80.

8l.

82.

83.

84,

85.

86.

1140

June 16, 2017 JOHN EVAN DAVIES - 18

Q. And other than Aeolian, does your
wife or your children have any shareholdings in a
company in which you're involved?

A. No.

Q. Their interests are always all
through Aeolian? Yes?

A, Yes.

Q. And we talked about the banking
authority you had on the active development
companies. Am I right that you also have banking
or signing authority on the banking facility for
MCIL? Did I hear you say that correctly?

lA. I'm pretty sure I do, vyes.

Q. And other than you, who has signing
authority for the banking facility for MCIL?

A. Just me.

Q. And where does MCIL bank?

A. Royal Bank, the same Royal Bank as
all the other companies.

As all the other companies?

Yes,

Yes.

Q
A
Q. And is the same true for TSI?
A
o} And TSSI?

A

Yes.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. As in you're the only person with
banking authority for those three entities?

A. I haven't thought about these in a
while. Walter Thompson will for all of the
Textbook-related companies, and Dianna Cassidy,
our bookkeeper, has signing authority. I think
it's up to $5,000 just in case we weren't
available and somebody needed to pay a supplier,
but hers is limited to, I think it's 5,000. It
might be ten but I'm pretty sure it's 5,000.

Q. And so just turning to your living
expenses currently, you've set out your assets
and liapbilities. Do you have a list of what your
monthly living expenses are currently?

A. Maybe 1500 or $2,000 a month.

Q. You're financing those off your
wife's salary?

A. She has not yet received a paycheque.
She's only recently started with this person,

Q. So how are you funding your living
expenses currently?

A, Well, whatever money has been left
over from the sale of the assets up until this
point, we've, you know -- going forward, that's a

good guestion. We're faced with that right now.

NETWORK REPORTING & MEDIATION (416) 359-0305
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0. Okay. And how are you paying for
Denton's services?
R/F MR, MCCUTCHEON: Don't answer that
guestion. That's privileged.

MR. BELL: You won't be surprised I don't
accept that, but I hear your position.

BY MR. BELL:

Q. On your house, and we'll get to the
house in more detail, you have a mortgage?
Yes.
How large 1s the mortgage?

I believe it's about 950, 000.

tOD’:OED

And what -are the monthly servicing
fees for the mortgage?

A, That I don't know because -- can I
explain how we get there?

MR, MCCUTCHEON: Go ahead.

THE DEPONENT: We had a cottage in
addition to our house and the mortgages were
collateralized. The cottage had equity in it.
The house did not. So the -- when the cottage
sold, there was a balance left because the
mortgage company took a disproportionate amount
of proceeds from the sale of the cottage to pay

down debt on the house.

NETWORK REPORTING & MEDIATION (416) 359-0305
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So presently I believelthere's about
850,000 left. I can't -- it sounds odd that I
can't tell you exactly, but I know they took all
of the money they could out of the cottage sale
and we're left with a balance owing on the house,
which I believe to be approximately 950,000 plus
or minus 25,000.

MR. BELL: And I would like an undertaking
to have Mr. Davies go back and review his records
to be able to give us the exact number of the
mortgage, the quantum of the mortgage outstanding
on the house.

u/T MR. MCCUTCHEON: We'll go back and review
them and give you our best information.

MR. BELL: I appreciate that.

BY MR. BELL:

Q. So let's just take that in bite~size
chunks, sir. You talk about the sale of the

cottage. Who owned the cottage prior to its

sale?
A, The Davies Family Trust.
Q. And when was that cottage purchased?
A. 2008.
Q. Was it purchased by the Davies Family
Trust?

NETWORK REPORTING & MEDIATION (416) 359-0305
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A, It was.

Q. And we'll get to the Davies Family
Trust in a second, but was the mortgage placed on
the cottage at the time of the purchase or was
there a mortgage subsequently placed on the
cottage?

- A, There was one mortgage placed on the
cottage at the time of purchase and a second
mortgage was placed on it about a year later.

Q And who was the first mortgage with?

A TD Bank. |

Q. And the second mortgage was with?

A Moskowifz Capital.

Q. And it's the Moskowitz Capital one
that's cross-collateralized to the house?

a, That's correct.

Q. And how much was the cottage sold
for?

A, $3 million.

Q. And what was the outstanding
mortgages at the time?

A, The TD Bank Mortgage was
approximately 900,000. The Moskowitz mortgage
was about 1.9 million, again, cross-

collateralized, so dual security, and there were
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a couple of liens on the property.

Q. And so when you say 1.9 million, you
mean that's total that was cross-collateralized
against both the house and the cottage?

A, Correct.

Q. And what liens were on the cottage?

A. There was a lien for $345,000 from
the Oéhawa Generals and Generals Hockey Holdings,
and there were interest payments and arrear
payments, and I don't know if they were
registered as liens, but they were registered as
encumbrances against the property. In what
vehicle, I can't specifically tell you, but to
Moskowitz Capital, $140,000 in interest, future
interest owing, because there is another year of
term left and they wanted the remaining term
paid, and there was approximately $140,000 of
arrears, payment arrears, on the cottage and the
house at the time of the sale, which was April
20th.

Q. And so you paid, if I have the
numbers right, and I'm doing a rough math,

950,000 to TD from the sale?

A. Yes. Approximately 1.4 to Moskowitz.

Q. Okay.

NETWORK REPORTING & MEDIATION (416) 359-0305
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A; And again, I'm -- and some of the 1.4
would include the arrear payments. So they might
have paid off 1.1 or 1.2 of the principal amount
of the cross-collateralized, but they also took
the payment of their interest owing and their
arrears payment out of that as well. So perhaps
it was 1.4 or 1.50, but it was in that range.

Q. And then there's the 350,000-dollar~-

A. There's the 350,000-dollar lien.
There was unpaid realty taxes of about 35- or
$40,000, legal fees of 10- or 15,000 and real
estate commissions to take it to $3 million.

Q. So how much equity did you -- did
Davies Family Trust ultimately get from the sale?

A. Zero.

MR. BELL: None. And, counsel, I would
like an undertaking to produce whatever documents
Mr., Davies has related to that flow of funds
discussion, the sale of the cottage, and perhaps
we can have the workings of that and get
specifics on the numbers.

u/T MR. MCCUTCHEON: 1I'll give you that
undertaking. So you want the documentation with
respect to the sale of the cottage and the full

funds?

NETWORK REPORTING & MEDIATION (416) 359~0305
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MR. BELL: Yes, please. And I think I
already have it but to the extent it's not
covered, also the -- how the allocation and
cross—collaferalization with the mortgage worked.
I imagine it's all in the same document,

U/T MR. MCCUTCHEON: It may be, but if it's
not, we'll advise you.

MR. BELL: I appreciate that.

BY MR. BELL:

Q. And, sir, you live ~-- the house we're
talking about is at 24 Country Club Drive:;

correct?

a. Yes.

Q. And who owns that property?

A. It's either Judith Davies and myself
or just Judith Davies. I will find out.
u/T MR. MCCUTCHEON: We'll have to check that.

MR. BELL: Okay. If you could let me
know, I would appreciate it.

BY MR. BELL:

Q. And when was that property purchased?

A, July of 2011.

Q. And you don't know how that mortgage
is being served currently. Do I have that right?

A, It's not being served at all. It's
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going into arrears every month.

Q. And am I right that there was a time
when McMurray was paying Moskowitz in relation to
that mortgage?

A, McMurry was paying -- indirectly
McMurray was paying Davies Family Trust and
Davies Family Trust was directing that money from
McMurray to Moskowitz.

Q. So your understanding is that
McMurray never actually sent the money directly
to Moskowitz but it went through the Davies
FPamily Trust?

A. Well, I think it probably did get
sent directly to Moskowitz but it was on behalf
of monies owed -- McMurray owed money to Davies
Family Trust.

0. On what basis?

A, Davies Family Trust purchased the
land in Bracebridge where the McMurray Street
property is located.

Q. Just so I have that right, the
property that's for the McMurray development was
purchased from the Davies Family Trust?

A, Correct.

Q. And where did the Davies Family Trust

NETWORK REPORTING & MEDIATION (416) 359-0305
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get that land?

A. Where did it -~

Q. Where did it purchase it? When did
it purchase it? Let's start with that.

A, Late 2008 or early 2010, priox té the
formation of McMurray Street Investments.

McMurray Street Investments was incorporated to
become the development entity of that property.

MR, BELL: Just go off the record for a
second,

-—= Off-the-record discussion 11:03 a.m,

-—— Upon resuming 11:04 a.m.

BY MR, BELL:

Q. Other than the McMurray property, did
any entity you were involved in, so either that
you had a shareholding in or a Davies Trust
entity, sell any property to the project
developments?

A. Sell any projects?

Q. Yes, sell any property to the project
developments.

A. No, just the McMurray property.

Q. And how much did McMurray pay for the
-~ that property?

A.  $650,000.

NETWORK REPORTING & MEDIATION (416) 359-0305
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And your understanding --

Q
A. I'm sorry, how much did McMurray pay?
Q Yes.

A The Davies Family Trust paid
$650,000.

Q. So the Davies Family Trust paid
$650, 000 when it purchased it?

A, Correct.

Q. How much did McMurray pay from the
Davies Family Trust?

A. Via the payments directed from
Moskowitz?

Q. Yes.

A. About 900 in total when you take 650
plus the annual interest for seven or eight
years.

Q. And was there a purchase and sale
agreement for the property between the Davies
Family Trust and the McMurray project?

i No. It was just letters and e-mails
between myself énd Greg Harris and discussion
with Greg, that at some point in time Davies
Family Trust is going to be looking to get their

money back.

Q. Was there an agreed-upon price paid

. NETWORK REPORTING & MEDIATION  (416) 359-0305
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at the time of the sale or was it simply kind of
left open that these periodic payments would
happen to Moskowitz?

A, The agreement, there was a couple of
ways to look at it. We could have sold it., I
think the Davies Family Trust would have been in
its right to sell it for the appraised wvalue,
which was 1.9 millicn, but DFT, Davies Family
Trust, sold it for what it paid with an
understanding that it was owed that money.

Q. And at the time the sale took place,
and I realize it wasn't papered, was an actual
agreed-upon sale price agreed to between the
Davies Family Trust and the McMurray entity?

A. As I said, it was going to either be
calculated based on appraised value at 1.9 or
what I paid for it. I believe that I would be
entitled or the Davies Family Trust would have
been entitled to get the appraised value, but...

Q. And I understand that there had been
a proposed sale of your house in place. 1Is that
correct?

A, Yes.

Q. And is that sale being ~- are you

proceeding with that sale?
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A, No. The 'purchaser has backed out of
the transaction citing overextended.

Q. What was the proposed sale price?

A. 1,635,000.

Q. And I should have asked you this
before. Who bought your cottage? Was it a
related party or a third party that you didn't
know?

A, A Chinese investor, an unrelated
party. I've never met the people.

Q. And is your house currently listed
for sale?

A, It has not been relisted. We're
walting to hear from Moskowitz as to what their
intentions are. Let me elaborate. There is a
second... there's a full year of interest owing
on the house and that interest is about 120,
$118,000, $115,000, TIf we sold the house, that
interest is due to Moskowitz. If I let Moskowitz
sell it power of sale, they can't collect the
interest on it.

So I'm attempting to make an arrangement
with Moskowitz that either he lets me live in the
house interest-free, while I burn off the

interest reserve that he's going to get on the
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sale of the property or he's going to tell me
he's going to foreclose, in which case I think I
would re-list the property for sale to try to
have some measure of control over what the sale
price is,

Q. And you have no intention of moving
away, though? That is not why the house is
listed? You're not planning on moving, are you?

A, Not at all.

Q. And on the Davies Family Trust, when
was that trust settled or created?

A. I believe it was 2002 or 2003.

Q. And who -- with what funds was it

settled? Was 1t you? Were you the settlor?

A, Yes.

Q. And are you the trustee?

A. I'm one of the trustees.

Q. Who are the other trustees?

A. Judith Davies and Greg Harris.

Q. And who are the beneficiaries?

A. My four children and my wife, Judith.
Q. And what assets does the Davies

Family Trust have?
A. Nothing.

Q. It has no assets?
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. No.

It doesn't own any property?
No.

Does it have a bank account?

» o ® oo P

No,

Q. And I'm right that it's a 30 percent
shareholder in the McMurray company, right?

A, That's correct.

Q. So it has shares in McMurray. Does

it own any other shares in any other companies?

A, No.

Q. It has no assets?

A. No assets.

Q. And let's start with the Davies --

oh, before we go on to that, I would like an
undertaking to produce a copy of the Declaration
of Trust of whatever founding documents there are
for the Davies Family Trust.
Uu/T MR. MCCUTCHEON: If we can find it, we'll
produce it.

MR. BELL: I appreciate it.

BY MR. BELL:

Q. Switching to the Davies Arizona
Trust, when was that trust settled or created?

A, Late in 2013.

NETWORK REPORTING & MEDIATION (416) 359-0305
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151. Q. And who settled that trust? Were you
the settlor?
A, I'm not sure.
MR. MCCUTCHEON: The children were the
settlors.

BY MR. BELL:

152. 0. And what funds were used to settle
the trust?
A. I'm not sure how to answer that

guestion. I'm not sure what that means.

MR. MCCUTCHEON: Well, he's just asking
what funds were used to set up the trust
initially.

THE DEPONENT: The legal fees to set up
the trust?

BY MR. BELL:

153. Q. Well, when the trust was created, did

it have any assets after it was created?

A. The minute it was created?
154, Q. Yes.

A, No. It was used to purchase a house.
155. Q. And what was the source of the funds

used to purchase the house?
A, Some of my own funds from Aeolian.

156. Q. And who is the trustee of the
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Arizona ~-- the Davies Arizona Trust?

A, To the best of any knowledge, it's my
wife, Judith, and myself.

Q. And who are the beheficiaries of the
Davies Arizona Trust?

A, There are my ~- I haven't looked at
it in a while. All of my children...

Q. Yes.

A. ...my grandchildren, grandchild, my
wife, Judith, myself, my wife's parents, my
wife's siblings, and I believe it's set up as any

other family members that arrive later.

Q. May arrive from that group?
A. May arrive from that.
Q. And I see in your assets attached to

Exhibit "A" of your affidavit setting out your
assets, you describe yourself as being a
discretionary beneficiazy.

Can you just explain to me what you meant
by discretionary beneficiary? I'm happy to have
your counsel answer that.

A, I don't know the legal definition of
discretionary beneficiary, to be honest with you.

MR. MCCUTCHEON: There's no vested

entitlement to any interest in the trust. He is
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named as the beneficiary in the discretion of the
trustees whenever any distribution may come
along.

| MR. BELL: And I would like an undertaking
to produce the Declaration of Trust and any other
consummating documents for the Davies Arizona
Trust as well.
U/A MR. MCCUTCHEON: I'm going to take that

under advisement for today because I just don't

“have enough information and I don't know if we

can get it or not get it.

MR. BELL: Okay. You'll let us know?

MR. MCCUTCHEON: T will.

BY MR. BELL:

Q. And you said to purchase a property.
Is the property that you're referring to —-- well,
why don't you tell me? What property was the
Davies Arizona Trust created to purchase?

A. The address is 35410 North 66th
Place, Carefree, Arizona, 85377.

Q. And other than that Arizona property,

does the Davies Arizona Trust own any other real

property?
A, No.
0. Does it have any other assets?
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No.

Does it have any bank accounts?
It has a bank account.

Where is that bank account?
Chase Bank in Carefree, Arizona.

And other than the bank account at

Chase Bank, does it have any other bank accounts,

investment accounts, anything of that nature?

a,

Q.

No.

So it has the property in Arizona and

a bank account at Chase Bank. Correct?

A,
Q.
A,
Q.
it purchased?

A,

Q
A
Q
A,
Q
A
Q

Yes.
That's it?
Yes.,

And the property in Arizona, when was

Late 2013,

And how much was paid for it?
1.2 million.

And does it have a mortgage?

It has a mortgage, $600,000 even.
And who's the mortgage with?
Bank of Internet.

And are there any other liens on the

property in Arizona?
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A, No,

Q. And do -- I know you don't have any.
Does your wife have any banking facilities ox
anything in Arizona?

A. No.

Q. And other than the Davies Family
Trust and the Davies Arizona Trust, are you a
trustee, settlor or beneficiary of any other
trusts?

A. No.

Q. And do you have ~- I think I'wve
already asked this, but other than what's
disclosed in your affidavit, I don't think
there's any —- you don't personally have a
shareholding in any corporations. Do I have that
right?

A. On the shareholdings that were listed
and what we've discussed today, nothing beyond
that.

Q. And those are Aeolian's shareholdings
but you personally don't own any shares in any
companies?

A. No. John Davies does not, no.

Q. And other than -- and I can do this

by undertaking because I know there's a lot. So

NETWORK REPORTING & MEDIATION (416) 359-0305
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I'm going to ask your counsel for an undertaking
to provide me with a list of all companies for
which you were either an officer or a director.
U/A MR. MCCUTCHEON: For the moment I'm going
to take that under advisement because I don't
think I know a complete list and some of them may
be relevant and some of them may not be. I am
assuming they're all relevant but I want to check
that before I respond to that undertaking.

MR. BELL: You'll let me know?

MR. MCCUTCHEON: I will. So it's director
or officer?

MR. BELL: Yes.

BY MR. BELL:

Q. And, sir, what's your relationship
with Holden Willits LLP?

A. Holden Willits is a law firm in
Phoenix, Arizona that I retained on behalf of the
the trust to represent the trust in a dispute
with a contractor.

Q. And does Holden Willits hold any
funds in trust for or retainer for either you,
your wife or any of the family trusts?

A. We sent them a retalner to represent

us of 5,000 U.S, I don't know much of that has
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been disbursed for work that they've done on the
file. So 5,000 or less.

Q. And we've talked -- let's go to TSI.
When I say TSI, you know what company IL'm
referring?

A, I do.

0 Textbook Suites Inc.

A. Suites Inc.

Q And what does Textbook Suites Inc.
do?

A. It's a holdco responsible for other

activities of the various Textbook companies.

Q. And does it have any employees?
A. Well, it did have many employees
recently, but they've all been -- they weren't

fired. I guess they were let go.

Q. Laid off?

A, Laid off, that's the word. I don't
know if Walter Thompson and I qualify as
employees of it in the strictly legal sense. I'm
not sure, are we employees or just --

Q. I understand your relationship.

MR. MCCUTCHEON: I don't think it's going
to matter,

BY MR. BELL:

NETWORK REPORTING & MEDIATION {416) 359-0305
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Q. That's not going to matter. My
question is more limited to -- like, I had
understood it was a holdce, but did it have any
active operations? Did it do anything other than
hold the shares in the companies in which it held
shares?

A, No. I mean, it might have paid some
rent or overhead or a phone bill that it paid out
of it but...

Q. It didn't have any active operations?

A. No. No.

Q. And you see, and I'm happy to take
you to the reference in the report, the
receiver's report, but the receiver's report sets
out that it appears as though -- well, let me
just take a step back.

So that was Textbook Sultes Inc. and then
there was another company TSSI, which is
Textbook. ..

A, Student Suites.

Q. Suites Inc. And am I right that it's
the same thing, that it too was a holdco that
didn't have any active operations?

A, The shareholdings of that company

changed, which is why we formed TSI. TSI is a
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1162



Oy S em
v I - 1

- e e S RS W

-

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

191.

192.

193.

194.

195,

June 16, 2017

subsequent to TS8SI.

Q. I see.
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A. I don't know whether TSSI was unwound

to become TSI or whether it still exists and TSI

exists as well, but the shareholdings of the

company changed from TSSI to TSI because of

discussions among the shareholders.

Q. But you agree with me that both TSI

and TSSI were never anything other than holdcos,

right?

A, Yes.

Q. And none of them had any active
operations?

A, That's correct.

Q. And then as set out in the receiver's

report, and I'm happy to take it to you i

4

it

helps, but I don't think anything turns on the

specific numbers, it appears as though

approximately $3.5 million was transferred from

the various Textbook -- sorry,

developers to TSI and TSSI.

fit with your understanding?

from the Davies

Does that roughly

MR. MCCUTCHECN: Do you know?

BY MR, BELL:

NETWORK REPORTING & MEDIATION
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A. I don't know,

Q. As I understand -- well, why don't
you take my word on it being 3.5 million, but if
you ultimately dispute the number, we can cross
that bridge when we get to it.

A, Well, let me -- point of
clarification then.

Q. Sure.

A. I'm not sure if it was transferred to
TSI or TSSI or what the guantum was. It might
have only gone to one of them. It might have
gone to both of them but -- I'm not trying to be
vague, just I don't know.

Q. No, understood. I'm sorry.
Understood, but what was your understanding of
the basis for those transfers of funds to TSI
and/or TSSI?

A, Well, I think there was probably a
transfer of funds on and off for a long period of
time. 1Is there a specific transaction that
you're referring to?

Q. Well, my understanding 1s they were
done pursuant to loans. Dees that fit with your
understanding?

A, Yes. Companies made ~-- each of the

NETWORK REPORTING & MEDIATION (416} -359-0305
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companies at various times made intercompany
loans,

Q. And are there any loan agreements for
these intercompany loans? |

a, We papered them and evidenced them
and signed notes and things whenever it took
place. So notes were signed and what have you.

MR. BELL: And so I would like an
undertaking to produce the loan agreements
between the companies, any of the Davies
developers and TSI, TSSI, and we'll get. to it,
but I might as well throw it in now, MCIL as
well.

u/T MR. MCCUTCHEON: We'll see what we'wve got.
I'm not sure what's left.

MR. BELL: I appreciate that.

MR. MCCUTCHEON: But whatever we've got,
if it shows that, we'll provide it to you. So
the loans, just so we're clear...

MR. BELL: The loans between the Davies
developers and TSI, TSSI and MCIL.

u/T .MR. MCCUTCHEON: We will search.

MR, BELL: Perfect.

BY MR. BELL:

Q. And then are you aware if the Davies

NETWORK REPORTING & MEDIATION (416) 359-0305
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developers charged interest on those locans? .
A, I don't know.
Q. We'll see when we get the loan

agreements then.

A, My partner is a CA. He made those
decisions.
Q. And your partner being?

A. Walter Thompson.

0. I assume that's what you meant, but I
just wanted to make sure we had it for the
record,

And did anyone or did you ever receive any
funds from TSI or TSSI?

A. Not that I recall.

Q. And do you know if anyone in your
family ever received any funds from TSI or TSSI?

A. They never would have.

0. And when I say anyone in your family,
I'm also referring to the family trusts.

A. Correct. Well, let me check on that.
I don't ever recall a TSI or TSSI cheque being
directed, you know, to Reolian, but it may have
happened. But certainly TSI and TSSI I do not
believe ever wrote a cheque to the trust.

Q. I'm going to ask your counsel for an

NETWORK REPORTING & MEDIATION (416) 359-0305
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undertaking to have you go and check what you can
to determine whether or not, and I'm just going
to add MCIL to this and we will get it, during
whether or not TSI or TSSI or MCIL ever
transferred any money to Mr. Davies, a family
member of Mr. Davies, the Davies Family Trust,
which would include the Davies Arizona Trust
and/or Aeolian.

u/T MR. MCCUTCHEON: That's fine, we'll make
the inquiry.

MR. BELL: Thank you. And then I would
also like, and I'm happy to do this by way of
undertaking too, a list of all the projects in
which TSI, TSSI or MCIL have an interest or had
an lnterest.

u/T MR, MCCUTCHEON: We'll give you that
undertaking and see what we can find for you.

MR. BELL: Appreciate 1it.

MR. MCCUTCHEON: As —-- no, that's fine.
We're not going to complicate that.

BY MR. BELL:

Q. And I told you we'd get to MCIL, so
now we will. I understand you founded MCIL.
Correct?

A, Myself and Greg Harris.
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Q. And can you tell -- and you know what
company I'm referring to when I say MCIL?

A. Memory Care Investments Limited. And
Bruce Stewart, Bruce Stewart was a founding
shareholder as well.

Q. And you said Bruce? Is that what you
said?

A. Hm-hmm,

Q. Can you just explain to me what Bruce
Stewart's role was in these companies?

A, He was an active everyday partner.

He had 25 years of experience as a developer and
operator, partner, management person in the
seniors housing business,

Q. And what did MCIL do?

A. MCIL didn't really do anything. It
was really just an umbrella company in which
subsidiaries were formed that -- shareholdings
flowed up to MCIL. It didn't have an active
day-to~day development portfolio on its own. It
was a holdco.

Q. It was a holdco with no operations?

A, In the same ~- in exactly the same
way as Textbook.

Q. TSI and TSSI?

NETWORK REPORTING & MEDIATION (416) 359-0305
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A. Yeah. No real difference,
Q. And this too is set out in the

receiver's report, but I understand about $1.1
million was transferred from the Davies
developers to MCIL, and to the extent those funds
were transferred, that too would have been done
pursuant to loan agreements?

A. Yes.

Q. I think I've already asked for that

undertaking, but to the extent I haven't, I would

like the loan agreements.

u/T MR, MCCUTCHEON: I think you've already
asked and if you didn't, we'll give you the
undertaking assuming we can find it. Best
efforts.

BY MR. BELL:

Q. And when we go through the records,
and this is set out in the receivership, the
receiver's fourth report, there are descriptions
of loan, like, funds flowing. It's déscribed as
loans, but then there's another approximately
$1.5 million that appears to have been
transferred from the Davies developers to TSSI,
TSI and MCIL that isn't described as a loamn.

There's no description for it.
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Do you have any understanding of any funds
flowing other than pursuant to intercompany
loans?

A. No.

Q. And as far as you understand, every
time there was an intercompany loan, there's a
loan agreement; right?

a. Yes.

Q. And then turning to the Kitchener
entity, you know what I'm referfing to in that,
do you or any entity related to you, just so -~ I
mean, any company in which you have a
shareholding or family member or one of the
Davies Family Trust, did you or any entity
related to you, were you a shareholder in the
numbered company 2375219 Ontario Limited, which
is the original owner of the Kitchener property?

A, We had a shareholding interest, but I
don't know, can't recall who held the
shareholding interest in 237. It might have been
Aeolian and it might have been me, but we'll..,

Q. You can't undertake to do it. T have
to ask your counsel. So I will ask your counsel
for an undertaking.

A. Well, I'1ll try to find out.

NETWORK REPORTING & MEDIATION (416) 359-0305
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u/T MR. MCCUTCHEON: Okay. Well, we'll try to
find out. Don't do that again.

THE DEPONENT: I'm trying to be helpful.
I'm trying to be helpful.

MR. MCCUTCHEON: Don't.

THE DEPONENT: Sorry. Sorry.

BY MR. BELL:

Q. You might get into trouble if you try
to be too helpful.

A, I don't want him to hit me.

Q. And do you know sitting here today
what the gain was on the sale of the property
that 237 made from...

A, I know exactly what it was. We
purchased the property for 1,585,000 and we sold
it to Memory Care Investments (Kitchener) for 3
million 950.

MR. BELL: And just following up on my
undertaking, in addition to who owned, we'll call
it the Davies collection of entities, I would
like an undertaking, if youw have it, to let us
know what the shareholding structure was in total
for the number company 2375219 Ontario Limited.

MR. MCCUTCHEON: Sorry, give me that

number again.

NETWORK REPORTING & MEDIATION (416) 359-0305

1171



10
11
12
13
14
15
16
17
18
19
20

21

22

23

24

25

223,

224,

225.

June 16, 2017 JOHN EVAN DAVIES - 50

MR. BELL: 2375219,

THE DEPONENT: No, 2519.

MR. MCCUTCHEON: No, don't screw me up
like this, guys. What is it?

THE DEPONENT: 2372519 Ontario.

MR. BELL: There you go. We can send it
to you again. 1It's the original owner of the
Kitchener property.

THE DEPONENT: Right.

U/T MR. MCCUTCHEON: Okay.

BY MR, BELL:

Q. And was there an appraisal done of
that property when it was sold to the Kitchener
entity? Do you know?

A, I believe there was, yes.

MR. BELL: And I would like an undertaking
for a copy of that to the extent that Mr. Davies
has it.

u/T MR. MCCUTCHECN: If we have it, we'll
produce 1it.

BY MR. BELL:

Q. And sir, are you aware of a company
Lafontaine Terrace Management Corporation?

A, I am.

0. And what is the purpose of that
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company?

A. Lafontaine was started to --
incorporated to be the operator of the bankrupt
nursing home on the site that 237 purchased. 237
purchased the property but the property came with
an operating retirement home on it with 48
residents and twenty-some-odd employees. It had
debts and liabilities.

So Lafontaine Terrace Management was
formed to be the operator, provide management,

We found locations for the 48 residents and --
found new locations for them. We negotiated with
the union. There were some union issues with
employees. We settled grievances with former
employees, settled all the debts of the company,
wound it up and sold it to -- well, 237 sold it
to -- but it was the day-to-day operator of the
facility that we took over.

Q. Who owns this Lafontaine company?

A, Lafontaine was owned by John Davies
and it may have been Aeolian, Bruce Stewart, and
it may have been his company Traditions, Greg
Harris, and it may have been through his mother's
company and Raj Singh, which I believe was

through Raj Singh's consulting company, RS
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Consulting.,

MR. BELL: And again, I'm going to ask for
an undertaking. To the extent Mr. Davies has
records that indicate that, I would like him
to...

u/T MR. MCCUTCHEON: We don't have any problem
with that. We'll search and see what we have.

MR. BELL: I appreciate it.

BY MR. BELL:

Q. And then you said you had an interest
but you said it was either you had it or he had
it through Aeolian.

A, I don't recall how that interest was
held.

Q. And you were the sole officer and
director of Lafontaine, were you not?

A. I thought it was Bruce Stewart and I,
but it may have just been me. I don't
specifically recall.

0. I have a corporate profile report,
but I don't think a lot turns on it. But you
were an officer and director of Lafontaine?

A, Oh, yes, yeah.

0. And I understand again, this is set

out in the receiver's report and I don't expect
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you to know the exact dollar amount, but it's set
out that $324,000 was transferred from Scollard,
Legacy Lane, Burlington and Oakville to
Lafontaine.

Do you have an understanding of those
entities transferring money to Lafontaine?

A, I don't. My understanding was it
came from Burlington.

Q. And what was the basis for Burlington
transferring the money to Lafontaine?

A. It was a loan to purchase the
property and to fund the losses that the property
was -— paid consultants, and we had a number of
consultants who were working on it at the time.

MR. BELL: And I would like an
undertaking, to the extent you have it, to
produce any loan agreements between any of the
Davies developers and Lafontaine.

u/T MR. MCCUTCHEON: Yes, we'll look.

BY MR, BELL:

Q. And does Lafontaine still exist orx
has 1t been wound up?

A, I think it probably still exists. I
don't think anybody has filed any paperwork to

unwind it, I think it's still floating around
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somewhere.

Q. And do you know if it has a banking
facility?

A, It had a bank account, yeah; It had
a bank account at Royal Bank in the same branch
as all the other accounts.

Q. And you would have had signing

authority on that bank account?

A. Yes.
0. And do you know if anyone else did?
A. I don't believe so, other than

perhaps Dianna Cassidy for $5,000.

Q. Switching gears slightly, on Bronson,
my understanding is that the loan agreement
provided that each of Aecolian and RSCG, being Raj
Singh's company, would receive dividends of
$250,000 but that Aeolian only received 125,000
and RSCG received 375,000.

Do you have any recollection of that or
any understanding of why Mr. Singh's company
appeared to receive $125,000 more than it was
otherwise entitled to?

A. Well, you're missing two other
beneficiaries in there.

Q. Yes. Fair enough.
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A. So, no, I don't recall why.

Q. And for the record, just so we're
clear, when you say I misinterpreted that,
because RSCG is not just Raj Singh's company. Is
that what you're suggesting?

A, No. I mean that 1321 something or
other numbered company or 1131, anyway, Waltexr
Thompson and Greg Harris' mother, I think it was
Dachstein Holdings also received 250,000 each.

Q. I see what you're saying. Okay. But
yod have no reccllection of why Aeolian only
received 125 and RSCG received 3757

A, I don't. I don't recall right now.

Q. And then shifting gears again to
management fees, and the number is set out again
in the receiver fourth report, but the receiver
has determined that 4.56% million in management
fees were paid from the Davies developers to
Aeolian.

Were there any management agreements.
provided for those fees between any of the Davies
developers and Aeolian?

A.  Yeah. Originally -- would it be
appropriate for me to provide some history?

MR. MCCUTCHEON: If you have to answer the
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question, you should answer it fully.

THE DEPONENT: I have to answer the
question by backing up to speak to scmething that
is not specific to those particular projects that
receive fees.

We had undertock about eight mohths' worth
of work on a property on Scollard Street in
Toronto, the former sales centre for the Four
Seasons tower directly across the street. Menkes
was selling it, and Raj Singh and I and Greg
Harris and Bruce Stewart decided that this would
be a terrific condo site, recently come on the
market for sale and we explored the feasibility
of developing that project as a condo.

We prepared pro forma budgets and analysis
for discussion with Raj specifically and Greg,
but Stewart and I developed a number of financial
projections for the Scollard deveiopment that
included a 5 percent development management fee
in the pfo forma.

As Singh specifically and to a lesser
extent Harris went through the analysis and the
pro forma projections, the question of the
development fee was raised and questions about

the appropriateness of the percentage and what
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work was involved, and I think Singh's biggest
question to me in writing was doesn’'t the four-
million-dollar development fee seem excessive to
you?

And we went back and forth with him to
explain what was involved in undertaking a
project of a hundred-million-dollar condo
project, and in the course of those conversations
we provided Singh and Harris with a lot of detail
about the staffing requirements that would have
to be undertaken. It certainly wasn't going to
be Stewart and I running a hundred-million-dollar
development project and collecting that fee.

That fee would have been -- first of all, would
have been impossible to oversee the project of
that nature with two people.

So we went‘through a whole analysis with
Singh and Harris about what development fees are,
and this is really the first time that it
happened other than on McMurray to a lesser
extent. Singh askéd for the breakdown on
development fees versus development charges. He
wasn't sure what the difference between
development fees and development charges were.

So we came to an agreemént at the end or
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during our Scollard negotiations that Stewart and
I would receive a 4 percent development fee on
Scollaxd.

Scollard never happened and we were then
at the point in the fall of 2012 ready to close
the Memory Care (Oakville) project. Singh had
agreed that Tier 1 would raise syndicated
mortgage funds for that, and in support of
Singh's efforts, we prepared financial
documentation, pro forma studies, ideas about how
much square footage could be prepared on that,
and in the course of that, carried our 5 percent
development fee and submitted that to Singh and
Harris,

As a result of that, Harris incorporated a
company called Memory Care Management. He
incorporated a company called Memory Care
Investments (Oakville). He incorporated MCIL
more or less in a sixty-day period.

MCIL was owned by Harris, Aeolian and
Stewart and whatever their respective nominee
corporations were, I think Stewart was
Traditions and I believe Memory Care (Qakville)
was Harris' mother again, and then we had a side

agreement with Singh where Singh got 50 percent
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of the deal but he was not -- he did not want to
be listed on any of documents as a shareholder.
He didn't want anybody to know of his 50 percent
ownership of Memory Care {Oakville).

But in respect to the fees, Memory Care
Management Ltd. was owned fifty-fifty by Stewart
and it was set up specifically for Stewart and I
to invoice our development management fees, our 5
percent to the developer entity, which was Memory
Care (Oakville), and any other subsequent Memory
Care or other projects. It was really our own
perscnal management company to invoice fees to.

So we had an agreement that -- with Harris
and Singh that Stewart and I were allowed to bill
up to 5 percent of total project costs. We
agreed that we would in the 5 percent cover staff
costs and rent, office overhead, so that the
management of the development -- predevelopment
process would be within the 5 percent. The 5
percent would be used up when we obtained final
design approval, did all the studies, in other
words, ready to-go to construction.

So in terms of your question, I would say
that the management agreement was the existence

of the Memory Care Management Limited and all of
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the discussions that took place up until that
point to allow Stewart and I and our respective
companies to invoice fees against the projects.

BY MR. BELL:

Q. And you invoiced it through Aeolian,
correct?

a. Yeah. You know, I spoke to my
accountant about it and I said, we've set this
cempany up. I guess the way it's envisioned is
that Memory Care Management Limited would
invoice, send an"invoice to Memory Care
(Oakville) or Memory Care (Burlington) and then
Memory Care Management would remit a cheque to
Aeolian, and that never really happened.

I mean, it might have initially happened a
couple of times, but I mean, insteéd of writing a
cheqgue, depositing it into Memory Care
Management, then turning around and writing a
cheque for Memory Care Management to Aeolian, I
think over time we just sent the cheque directly
to...

Q. From the projectcos to Aeolian?

A. From the projectcos to Aeolian and
Stewart's holdco as well.

Q. And just so I have it, do you know
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what holdco Stewart was ~--

A. I'm pretty sure it was Traditions
Development Inc. It might have been a numbered
company but I believe it was Traditions
Development Inc.

244. Q. And was there a correlation between
how much Aeolian was charging for management fees
and how much Stewart's company was charging for
management fees?

A. We charge the exact same amount.

245. Q. And how did you go about determining
the amount to be charged? Was it simply this 5
percent?

A. Well, that was the gross amount. 3o
the gross amount had to have included our
salaries, employees, rent, other miscellaneous
costs, cars, cell phones. All that stuff had to
come out of the 5 percent.

We went to Harris and Singh and produced a
three-year cash flow wherein the 5 percent would
be essentially used over three years or... and we
proposed that we would each be able, as a draw
against the 5 percent,.that Stewart and I would
each take 42,700 plus, plus HST to take us to
50,000 a month.
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So Stewart and I, up until the time Bruce
left the company, each invoiced 42,000 a month as
a draw and then other bonus monies at various
times throughout the project on a
project-by-project basis.

Q. And just so I -- I think I have it
right. When you say, like, that's net of -- you
had to pay employees. You had to pay costs.
Those costs were paid directly by the projectcos,
right? They weren't paid by Aeoclian. They were
paid by the projectcos and then your draw and/or
bonuses would then be paid to Aeolian, correct?

A. From the projectco?

MR. MCCUTCHEON: That was complicated.

BY MR, BELL:

Q. I'm happy to break it down. When you
talk about the need to pay employees, it was the
projectcos that were paying the employees;
correct?

A. Yeah, up to the 5 percent.

Q. Right. And so any funds that went to
Aeolian or Stewart's holdco were not funds you
paid to employees but were residuals over and
above your draw and/or the bonus, right?

A, I'm not sure I really understand the
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way you're phrasing it. Let me explain it.

We had a global amount of money equal of 5
percent, equal to 5 percent of the total project
costs. Let's.assume for round numbers that was
1.5 million. From the 1.5 million, the
development company would pay the developer up to
5 percent of its costs. So within that 5 percent
the development company paid all of the costs
we've talked about including Stewart's and my 42.

Q. Perfect. I think that makes sense.
And then did Aeolian then remit HST on these
management fees?

A, Yes.

MR. BELL: And I don't think I've asked
for it. It may have been covered by today's
document discovery order, but to the extent it's
not, I would like an undertaking for both Mr.
Davies and Aeolian's tax returns for the last
five years.

MR. MCCUTCHEON: Can we have an off-record
discussion about this?

MR. BELL: Certainly.

~-~ Off-the-record discussion 11:44 a.m.

--— Upon resuming 11:45 a.m.

U/A MR. MCCUTCHEON: We've agreed off the
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record that I will take this under advisement and
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250. Q. Changing gears again, sir, Rideau,
you know what I'm talking about with that
company?
A. RAbsolutely, 256 Rideau.
251. Q. And so who owns the Rideau company?
A, Rideau, 256 Rideau is owned by TSI.
It might have originally been owned by TSSI, but
I think it's now owned by -- when TSSI changed
shareholdings, I believe it is now a sole —-- a
subsidiary corporation of TSI.
252, Q. And are you an officer or director of
256 Rideau?
A, I am.
253. Q. Are you the sole officer and
director?
A. No, Walter Thompson and I are.
254, Q. And do you -- you tell me, what
assets does 256 Rideau have?
A, The property at 256 Rideau in Ottawa.
255, Q. And other than that property, does it

we'll see 1if we can work out some terms on which
those can be produced for the receiver.

BY MR. BELL:

have anything else?
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A, No.
Q. Does it have a bank account?
A. Yes, 1t does.
Q. And where is its bank account?

A, Bt Royal Bank, the same as everyone,
as all the other companies.

Q. And how did the 256 Rideau company
purchase the -- how did it finance the purchase
of the property at 256 Rideau?

A, 8,250,000 was by way of an advance
from Kingsett Capital and 2,750,000 was from TSI.

Q. And is there a loan agreement between
TSI and Rideau?

A. I would have to check. I wouldn't
have been the one to create it.

Q. Sorry, I may have Jjumped the gun on
it. Was your understanding that it was a loan
from TSI to Rideau? Is that your understanding?

A. No, I think it was a loan from other
companies to TSI to purchase the property.

Q. And I've already asked for those, and
then TSI just invested that money in the Rideau
property; correct?

A, That's correct.

Q. And so Mr. Goldstein tells me that
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the bank statements show that the funds flowed
directly from the 555 Princess entity and Ross
Park to Rideau. Does that fit with your
understanding? |

A. No, that's not my understanding. My
understanding was that those loans went to TSI
and then my belief is that a cheque from TSI was
sent to Harris + Harris.

If that's not the case, then -~ I don't
believe three cheques went to Harris + Harris to
make up our -~ there are three companies that
contribute the 2 million 750, but I believe those
monies were deposited into TSI and then one
cheque was sent to Harris + Harris for the
closing,

Q. And other than 256 -- maybe we should
do this by way of undertaking too, because it's
going to be toc burdensome to ask you to do it
sitting here today. So I'm going to ask for an
undertaking for all of the companies in whiqh
TSI, TSSI or MCIL have a shareholding.

MR. MCCUTCHEON: Stop for a second. I
think we've covered some of this ground already
and I don't want to cover it again. TIf the

witness has an answer today, it's fine but, you
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know, to the extent it's already answered, I
prefer not to cover the ground again.

MR. BELL: Certainly that's fair, and I'm
happy to canvass it with him before we get to the
undertaking.

BY MR. BELL:

264, ' Q. Other than the Davies development
companies, other than the companies that we've
set out in the receiver's fourth report, let's do
it that way, are you aware of TSI or TSSI or MCIL
having any shareholdings in any other companies
that aren't set out in the receiver's fourth
report?

A. No.

265, Q. And then that probably does go --

MR. MCCUTCHEON: That probably gets us to
the same place.

MR. BELL: That's right. It makes your
life a little easier.

MR. MCCUTCHEON: Thank you.

MR. BELL: That's fine.

BY MR. BELL:

266, Q. And, sir, we'll switchrgears again.
Memory Care Investments (Victoria) Ltd., who owns

that company?
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a. It originally would have been
incorporated with Bruce Stewart and his
Traditions, Aeolian and Greg Harris with a side
agreement with Raj $ingh, where Raj Singh would
have owned, had it gone forward, would have owned
50 percent of the company.

Q. And this side agreement whereby Raj
Singh would own 50 percent, that was at his
request because he didn't want to be registered
as a shareholder? He wanted to have a beneficial
50 percent interest?

A. Correct.

Q. And you were the sole officer and
director of MC Victoria, correct?

A, T believe at the time of the
incorporation, I might have been president and
Bruce Stewart would have been secretary/
treasurer.

Q. We have a report. Not much hinges on
it, but you were an officer and director?

7 A, I was an officer and director. I

don't believe I was the only one.

Q. And does MC Victoria own any
property?
A. No.
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Q. And does it have a bank account?
A. It might but it's not active.

0. And if it did, would it be at RBC,
the same branch?

A. Yes. Yes.

Q. And did you have any interest or
involvement in Tier 1 Transaction Advisory

Services Inc.?

A. You mean as a partner or a
shareholder?

Q. Yes.

A, No, no, just as a borrower.

Q. And how about RS Consulting Group?

A, Nq, just they were partners in deals.

Q. You had no interest in them?

A. No.

Q. Or no involvement in them? When I

say involvement, I mean, like, you don't do any

work for them?

A, No.

Q. You're not an officer or director of
them?

A, Well, I'm not an officer or director
of them.

Q. And just can you briefly explain to
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me what you understoocd Tier 1 Transaction

Advisory Services Inc. to do?

A. In terms of their global fundraising
for us?

Q. Yes.

A. Yeah. Tier 1 Transaction was an

organization created by Raj Singh to raise
syndicated mortgage funds te fund various
projects, our projects and other people's
projects. Singh had a network of mostly former
mutual fund salespeople that were licensed to
sell this kind of product.

Tier 1 would -- well, and our various
development companies would prepare a brochure
about the investment opportunity on a project-by-
project basis. We created those with Harris and
Singh, told the story about the project and who
was behind it and the various aspects of it.

Harris and Singh approved it. Singh then
took the 2,000.copies and distributed them to his
network of broker relationships who then
presented that to the various people that were
interested or proposed to be interested in
investing.

Singh through -- with his lawyer Harris
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worked with Olympia Trust. Funds flowed to
Olympia Trust from the RSP money over to them or
cash over to them, and Singh was the president of
Tier 1 who oversaw that activity.

Q. And is the same true for RS
Consulting Group? Did it have the same role?

A, No. RS Consulting was Singh's
personal holding company and did not -- was not
invelved in the -- well, I'm making a statement
that I don't have the facts for. I don't believe
the RS Consulting side of it did any -- was not a
Tier 1. I think it was Singh's -- I think RS
consulting was Raj's private holding company.

Q. And i1s what you described to me, at
least in relation to Tier 1, was it that role
that accounted for why Tier 1 was paid consulting
and diligence fees? Was 1t the role you
described? Is that what it was paid for?

‘A, Well, Tier 1 was paild -- it started
out that Tier 1 on McMurray came to us and said
that the fee was 12 percent, and they were going
to take and pay from the 12 percent fee, they
were going to pay the brokers their various
amounts of money.

When we looked at doing Scollard, that did
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not go forward, Singh came to us and said that
it's not 12 anymore. It's 15. The brokers want
a bigger piece of 12 percent. Since there's not
enough for Tier 1, we're going to have to make it
15.

Later Singh came to me and said, Tier 1 is
not making enough money cn the 15. We need to
make it 16. I believe it was phrased to me, I
have a lot of people that would like me to raise
money for them and they're all prepared to pay me
16. So we're now paying 16.

The consulting -~ due diligence consulting
fee was the later stages of our relationship, T
think on the last two deals, actually, where he
initially asked for a hundred-thousand-dollar due
diligence fee because he was incurring costs
greater than his 16 percent would give him, and
then I think on the last deal, and just by
recollection, I believe it went to 200 for a dﬁe
diligence fee, and that money was deducted off
the closing proceeds aﬁd paid to RS Consulting.

Q. Paid to RS Consulting, not Tier 1?

A. I believe so, yeah., I believe it was
paid to RS Consulting.

MR. BELL: And we can just go off the
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record for a second.

~-— Off-the-record discussion 11:56 a.m.

~-- Upon resuming 11:57 a.m,

BY MR. BELL:

Q. And, sir, was what we described in
relation to the consulting fees paid by Tier 1 --
paid to Tier 1 and RS Consulting, was there
written agreements that set that out or was it
just an understanding that the Davies developers
had with Mr. Singh and his companies?

A. The 12 or 15 or 16 percent was set
out in the loan agreements, and the side
agreements were Singh asking for due diligence
fees, which we told Harris, fine, pay him and
deduct it off the proceeds.

Q. And when you say, "side agreements",
are those oral side agreements or written side
agreements?

A. I believe Singh produced an invoice
to the development company in respect of the
companies for his due diligence‘fee.

Q. Do we have those?

A. I don't have them. I believe Harris

has them,

Q. That will stop me from asking the
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undertaking. We'll save your counsel from having
to answer.

And then I understand that the RSCG, which
I guess is the RS Consulting Group, sold its
interest in several of the projects, being
McMurray, Kitchener, Burlington and Oakville. Is

that your understanding?

A. No.

Q. You never sold its interest in them?

A, Ne,

Q. I won't ask you how much you paid for
them then.

A. Square root.

Q. Right.

MR. BELL: We should go off the record for
a second.

~~~ Off-the-record discussicn 11:58 a.m.

-—— Upon resuming 11:59 a.m.

BY MR. BELL:

Q. So we may come pack to that, sir, and
I think we've discussed this, but just so I have
it, none of your children or your wife were
involved in the Davies development projects
whatsoever. Right?

A. Well, I wouldn't say whatsoever.
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Q. Okay.

A, That's not accurate,

Q. S0 what involvement did they have in
them?

A. My daughter Sarah was employed by the
development companies to -- her function was as a

marketing director.

Q. Okay.

A, And she started in 2013 and was let
go in the fall.

Q. So she was employed by =-

A, Hm~hrm.

Q. Sorry, which company was she employed
by?

A. She did work on all of the projects,
so I'm not sure how that was organized
corporately, whether the projects paid her her
monthly salary or whether it was from MCIL or it
might have been from -~ I don't recall offhand
how she was paid.

Q. . And do you recall what her monthly
salary was?

A, She started at 3300 a month and then
we raised her salary, I think, to 3600 and gave

her a 400-dollar car allowance because she was
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using a lot of her own mileage. So we gave her a
400-decllar car allowance.

Q. Other than Sarah, did any of your
other children, were they ever employed by any of
the Davies developers related companies?

A, Yes. My daughter Jessica was the
receptionist for the McMurray sales centre for
one summer.

Q. And other than that, anyone else?

A. Yeah. My son Andrew owns a company
called Y2 Media and Andrew made recommendations
on advertising rates and suggestions about what
advertising we might want to do for the various
companies, specifically McMurray and the
Boathouse condo project in Whitby.

What Y2 does is -- Andrew's background is
in sales with a number of magazines but most
notably Toronto Life. He is very well connected
with all of the companies that own billboards,
all of the print ads, radio. He provides service
to a number of companies that use him to secure
very aggressive advertising rates because of the
book of business that he has.

So Andrew's Y2 Media sold or provided us

with advice on ads and he received a commission
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of 8 percent for whatever ads we agreed to buy
and that was coordinated through our advertising
agency P+B Marketing.

Q. And other than that? You mentioned
one other child. The other, I don't remember
which one is‘left.

A, That's Jack. Sixteen-year-old Jack
does not want to have anything to do with
anything in the real estate development business.

Q. Fair enough. And your wife never

worked with any of the Davies development

companies?
A, Not in a formal dapacity, no.
Q. And did she ever draw a salary or

issue an invoice or anything of that nature?

A. . No.

Q. And then just so -- we're going back
to the point about Mr. Singh or RS Consulting
Group selling its interest, sir. I'm not
suggesting that you were being inactive because
it may be different companies, but I just want to
direct you to -- I've given you a copy of your
affidavit you swore in the CCAA proceeding. Do
you recall swearing this affidavit?

A. Yeah. Yes, I do.
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Q. And have a read through anything you
want, but paragraphs 37 through 39, paragraph 39
appears to me to talk about Mr. Singh no longer
having a shareholding interest in Scollard,
McMurray and MCIL Holding, which I --

A That is -- number 37 is true.
Thirty-eight is true. Let me say that he =--
Singh was never a shareholder in any of the
cdmpanies and still isn't. Singh has executed --
we executed what was called -- Harris called it a
participation agreement. So he was never, ever a
shareholder.

So, yeah, that is true, applicants and the
brokerage fees payable and the participation
agreement. So his equity or ability to receive a
portion of the proceeds, distributable proceeds
from the sale of a project, was related to his
participation agreement.

Q. I see. All right. And then just so
we're clear for the record, the paragraphs we're
referring to were from Mr. Davies' affidavit
sworn December 6, 2016 from the CCAA proceeding.
I don't think we need to mark that as an exhibit,
although I'm happy to do if you want to. We all

know what it is.
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All right. And in relation to the
Kitchener, Burlington and Oakville entities, sir,
who are the preferred shareholders for those
companies? Do you know?

A, What does "preferred sharehclder"
mean?

Q. It's a special class of shareholders
of preferred shares. Do you just not know who
the preferred shareholders were?

A, I didn't even know we had that.

Q. And who has signing authority over
the bank accounts for Kitchener, Burlington and
Oakville?

A. I do and Dianna Cassidy to a limited
extent.

Q. To the five-thousand-dollar limit?

A, Hm~hmm .,

Q. And we've talked about Traditions
Development Company. I'm right that that's Mr.
Stewart's?

A, Bruce Stewart, vyes.

Q. And it's his equivalent of Aeolian
for a short name?

A. That's right.

0. And do you have any interest in that
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company?

A, No.

Q. And as far as you know, it's Mr.
Stewart's company?

A, Oh, vyes.

Q. And what title or roles did Mr.
Stewart have with MCIL?

A, Well, I don't believe either Bruce or
I had any title in MCIL. We only had titles on
the -- kind of the Memory Care development.

Q. And what --

A, I mean --

Q. Sorry. Go ahead.

A. I may have been president and he may
have been secretary/treasurer but I don't know.
I can't specifically tell you,.

MR. MCCUTCHEON: I don't want you to guess
at this stage.

BY MR. BELL:

Q. No, no, and nor do I, sir. If you
don't know, it's fine to say you don't know.

A, I don't know.

0. Can you just briefly describe for ne
what Mr. Stewart's role was in the Memory Care

entities? That would be helpful.
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A, Didn't you already ask me that
question?

MR, MCCUTCHEON: I thought we covered that
about an hour ago.

THE DEPONENT: Yeah, you asked me.

BY MR, BELL:

Q. I thought you told me he was involved
in the operation but I didn't know we got into
the specifics of what he actually did at each of
the projects. But if we did --

A, I did send a lengthy response tc that
question to KSV where I outlined in detail -~

Q. Perfect. Well, let's not retread
those wafers then.

So, sir, I want to talk to you aboqt
Aeolian's bank account in the RBC -- the RBC bank
account which we talked about.

MR. MCCUTCHEON: Just before you start

"that, can we go off for a second?

MR. BELL: For sure.

—-- Off-the-record discussion 12:;06 p.m.
--- Upon resuming 12:14 p.m.

BY MR. BELL:

Q. So, sir, as I think you're aware,

pursuant to the Mareva order that the receiver
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obtained, we were entitled to request bank
records from various entities, Aeolian and your
bank account. There's only the Aeolian RBC bank
account.

So we now have the bank records for

RAeolian for the last five years including the

" backup documents that the bank has, So I just

wanted to ask you some questions about those.

A, Sure.

0. The first question I have is in
relation to a cheque that Reolian received from
an entity, I just want you to see 1it, named
1416958 Ontario Inc., and are you able to let me
know what 1416958 Ontario Inc. is?

A, It is a developer of a project called
Guildwood Condominiums.

Q. Who owns Guildwood Condominiums?

A, Raj Singh.

Q. And do you have any interest in
Guildwood Condominiums?

A, Unwritten. I was supposed to receive
a 15 percent profit of the project if it ever got
built, but it appears to me at this point in time
that it's not going to be built.

Q. And that's an unwritten right to the
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15 percent, you said?

A, Yeah. It's nothing in writing. I
asked a few times if we could evidence that but
it never got papered, and Greg Harris and I were
splitting that fifty-fifty I should say.

Q. And why was Aeolian getting this
payment for the cheque that I showed you for
$136,842.53 on March 25th of 201372

A. Development consulting fees.

Q. And other than this cheque, are you
aware of 1416958 Ontario Inc. paying any other
funds to Aeolian or any other entities related to
you?

A, It would have continued to pay one of
the other development entities, either Memory
Care Limited or something. Let me clarify.

When I executed the agreement with, oxr the
basis of an understanding with Singh to help him
develop the Guildwood project, I was only
involved at the time of -- with McMurray.

S0 I wasn't aware that there was going to
be a —— well, by the time this invoice got paid,
I was, but at the time I made the agreement with
Sincgh, I was really only thinking I was going to

be involved in McMurray, and I had the capacity
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to assist Singh as a private consultant to help
Singh get his project designed and planned and
blah, blah, blah.

So when Bruce and I formed the Memory Care
entities and other entities, I rolled that
contract, if you will, notional tacit contract
that -- for the remaining five-hundred-and-
something-thousand dollars that was still left on
the fee., I continued to do the work, but Dianna
invoiced that numbered company for ongoing fees.

So those -- that income went to the
benefit of the Memory Care companies.

MR. MCCUTCHEON: Sorry, counsel, are you
going to mark that?

MR. BELL: Yes, I am.

MR, MCCUTCHEON: And if you do, I would
like copies of everything you put to the witness
today.

MR. BELL: Happy to do that. Well, let's
do that now before we move forward. So let's
mark this. I think it's Exhibit 2 to Mr. Davies'
examination, and again, Jjust for the record, it's
a cheque from 1416958 Ontario Inc. to Aeolian
Investments Limited dated March 25th, 2013 in the

amount of $136,842.53.
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1 EXHIBIT NO. 2: Cheque from 1416958

2 Ontario Inc. to Aeclian Investments

3 Limited dated March 25, 2013 for

4 $136,842.53.

5 BY MR. BELL:

6 327. Q. And sorry, sir, just so that I have

7 your evidence clearly on this, other than this

8 invoice, was it your evidence that all other

9 funds were paid on account of your consulting
10 services to the Guildwood project were paid to
11 Memory Care companies? Did I get that right?

12 A. I believe so. There might have been
13 another cheque from RS or the numbered company,
14 but it's in relation to the Guildwood project.

15 My recollection is that when Bruce joined us and
le we formed Memory Care, that I rolled that

17 consulting contract into the umbrella.

18 328, | 0. And I'll show you another... I'm

19 happy to pull out the cheque if it helps you,
20 sir, but are you aware, because you seem to know
21 these numbers, do you remember a numbered company
22 named 1703858 Ontario Limited? Does that number
23 ring a bell?
24 A, 170, yeah. That's -- I can't -- it's
25 one of our Memory Care/Textbook entities. Oh, I
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know what it is. 170? Pardon me. We bought
that company. 170 was the owner of the
Burlington land and we wished to purchase the
Burlington land to build the Burlington Memory
Care project on it. 170 was the company that
owned that land, and rather than buy the land
from them, there were tax benefit reasons to them
to sell us the company. So we purchased 170.

Q. And do you have an understanding of
~~ well, sorry. Let me just take a step back.
When you say, we purchased, who's we?

A. Bruce Stewart, Greg Harris and
myself.

Q. And what was your shareholding in the
170 company?

A. I believe it was 33 percent.

Q. It was equal three thirds, and did
you hold those shares personally or did you hold
them through Aecolian or did Aeolian hold the
shares?

A. My recollection is that it would have

 certainly been Aeolian that held those shares.

Q. And do you know if Aeolian still
holds the shares in 1703858 Ontario Limited?

A. I'm sure it does.
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Q. And does 1703858 have any assets
today?

A. To the best of my knowledge, the 170,
subject to confirmation, but I believe 170 rolled
its interest -- the land got transferred into
Memory Care (Burlington).

I don't believe 170 still holds the -—-
still holds title to the land. I believe the
land was rolled into the Burlington Memory Care
project. |

Q. And do you have an understanding of
why the 170 company would have paid AReolian
$277,084 on June 4th, 20147

A It would have been consulting fees.

Q Those are consulting fees as well?

A. Yeah.

0 And so other than holding the land
that the Burlington -- did 1703858 have any other
assets?

A. No. I believe it was a sole-purpose
company. When we did the investigation ox
searches, we wanted to make sure there was
liabilities and things that weren't accruing to
us. So I believe it was just a sole-purpose

entity to hold that land.
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Q. And did 1t have a banking facility at
RBC as well?

A. I believe it did.

Q. And are you a signing authority for
the company?

A. I would be, yes.

Q The only signing authority?

A Now, yes. Stewart might have been.

Q. But now it would be just you?

A Yes.

Q. And do you know the numbered company
2174217 Ontario Inc.? Does that ring a bell for
you? There's a lot of numbered companies
admittedly.

A. No, but if you show me the cheque, I
might recognize what it's for.

Q. So I'm going to show you, sir,
there's two cheques. Just for the record, we may
as well mark them. One is number -- one is a
cheque in the amount of $104,800 dated December
17, 2014 and the other is an amount of $100,000
dated April 1st, 2015 and they're both from a
company number 2174217 Ontario Inc. made out to
Aeoclian Investments Limited. 1I'll show you that,

sir,
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EXHIBIT NO. 3: Two cheques, one dated

December 17, 2014 for $104,800 and one

dated April 1, 2015 for $100,000, both

from 2174217 Ontario Inc. to Aeolian

Investments Limited.

THE DEPONENT: Oh, that's Raj Singh. Oh,
that's Don Mintz. Pardon me, that's Don Mintz.
Yeah, that's a lender. This is a loan.

BY MR, BELL:

0. Sorry, when you say, "this", that's--

A, The hundred-thousand~dollar amount is
a loan as is this.

Q. And the cheque dated December 17,
2014, the memo line says, Balance of funds held’
in trust re Whitby mortgage. What was that
related to?

A, A loan on Whitby, vyeah.

Q. 30 it was a loan oh Whitby?

A, Hm~hmm,

Q. And can you explain to me --

A. Oh, no, the security was the —- we
did a 700,000~dollar loan on Whitby.

Q. And this is part of that?

A. No, this is a separate loan for me.

Q. And so do you understand why the memo

NETWORK REPORTING & MEDIATION (416) 359-0305
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line on the cheque says the balance of the funds
held in trust to Whitby mortgage?

A. I would have to ask Don Mintz.

Q. And then the other cheque, the one
dated April 1lst, 2015 for a hundred thousand
dollars, just had memo: Loan.

A. That's a loan.

Q. And so do I have itlyour evidence is
that Aeolian borrowed a total of 214,000 --

sorry, $204,800 from this numbered Ontario

company?
A. Yeah. Yeah.
Q. And did Reolian pay back those funds?
A, No.

Q. And if I go to your assets, 1s that
listed as one of the liabilities on the assets
and liabilities to your affidavit?

A. No, it's not.

Q. And is it your position that you
still -- that Aeolian still owes 2174217 Ontario
Inc. $204,8007

A. Yes.

Q. And what did Aeolian do with the
funds it borrowed?

A. I don't recall offhand.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. Why did Aeolian have to borrow funds
in 2014 and 20157

A, I imagine it was in support of the
renovation of the house in Arizona.

Q. And speaking of that, how much was

spent on the renovation of the house in Arizona?

A. Almost 2 million.

Q. Two million?

A. Hm-hmm.

Q. And was it Aeolian that funded that?

A, Yes.

Q. In its entirety?

A, Yes.

Q. And then Andrew Davies is your son,
right?

A, Yes.

0. Do you have any understanding of why

Andrew Davies would have provided a cheque to
Aeolian for $40,000 on May 8th of this year?

A, Yeah, I know exactly why.

Q. Can you tell me why?

A, Andrew referred a real estate agent
to the sale of the cottage and he got a referral
fee.

Q. No. I think, sir -- sorry. I think

NETWORK REPORTING & MEDIATION (416) 359-0305
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I have it right, yes. 1I'll show you the cheque
just so you have it, but I actually think it's
the other way around. I think Andrew provided
$40,000 to Aeolian.

A, Oh, he did. He got a referal fee and
gave 1t to Aeolian.

Q. I see what you're saying. So he got
the referral fee and deposited the cheque in
Aeolian.

And then related to -~ we see a lot of
transfers in from TSI and TSSI to Aeolian. Would

those similarly be --

A. Fees,
Q. Sorry, management fees?
A, Hm-hmm .

Q. And did Aeolian invoice TSI or TSSI

for those management fees?

A, Yes,

Q. And you have copies of those
invoices, do you?

A, I imagine Dianna would.

0. And I'm going to ask your counsel,
don't get in trouble, for an undertaking for any
invoices related to management fees paid by TSI,

TSSI or MCIL to Aeolian.

NETWORK REPORTING & MEDIATION (416) 3538-0305
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U/T MR. MCCUTCHEON: We'll search for those
and see what we can find.

BY MR. BELL:

Q. And other than -- sorry, switching
gears to MCIL, I know I jump around. So other
than its interest in Kitchener, the Kitchener,
Burlington and Oakville companies, does MCIL have
any other assets that you're aware of?

A, Well, no, other than perhaps the 170
other numbered Burlington company, but to the
best of any knowledge, no.

Q. And who has signing authority over
MCIL's bank account?

A, I do.

Q. And MCIL transferred approximately
5176,000 to Aeolian over a period of time. We
have the invoices. Would that too ﬁave been
management fees?

A, Yes.

Q. We've covered that off. BAnd even
though it's TSI and TSSI and MCIL that are paying
in part some these management fees, those are in
relation to the Davies development company?

A, That's right.

Q. Aeolian didn't provide any specific

NETWORK REPORTING & MEDIATION (416) 359-0305
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services to TSI, TSSI or MCIL; right?

A, No, just globally.

Q. And when we talk about management
fees, it's the fees for the services that you

were providing; right?

A, That's correct.

Q. No other services?

A. No.

Q. And then there's a cheque from -- and

I'm happy to show it to you. It's not a memory
test, but there's a cheque from Tier 1
Transaction Advisory Services Inc., which we've
already discussed, to Aeolian in the amount of
321 -~ sorry, $121,000 on -- dated October 20th,
2014, and do you have any understanding of why
Tier 1 would be paying $121,0007?

MR. MCCUTCHEON: Sorry, I think it's dated
2015.

THE DEPONENT: You're talking about the
two-hundred-thousand-dollar cheque?

BY MR, BELL:

Q. I'm sorry, that explains what's going
on. I have two different cheques. 1I'll hand
them both to you. I apologize.

There's a cheque from Tier 1 to Aeolian

NETWORK REPORTING & MEDIATION (416) 359-0305
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for $200,000 dated February 27, 2015 and then
there's another cheque, which is the one I was
looking at, for $121,000 dated October 20th,
2014, 1I'll give those both to you, and are you

able to explain to me what those two cheques

represent?
A, Yeah, loans to Aeolian.
Q. From Tier 17
A. Yeah.

Q. And did you list those in the
liabilities attached to your affidavit?

A. No, they were repaid. The reason
Tier 1 advanced me 200,000 in this case and 120
in this, 121 is different than the 200. The
200,000 was repaild out of the 250,000-dollar
bonus. So he loaned me 200 and got 250 back.

So Harris directed my share of the
dividend payment to Singh in satisfaction of the
200,000-dollar loan.

Q. Oh, what we were talking about
earlier where you got the 125 and RSCG got 3757

A. I guess that's the reason., That's

coming back, but this 200,000, I got the 250

bonus dividend payment. My share went to satisfy

that.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And the dividend payment from which
company?

A, I don't recall. Whatever, one of the
four 250,000~dollar dividends we got.

Q. And is there any paper record of the
fact that you forewent the 250,000-dollar
dividend you're entitled to to repay the loan to
Mr. Singh's company?

A, Harris would have it. It came out
with the closing. When the closing of the 200 --
the million~dollar dividends were paid, mine was
directed to Singh.

0. I'm going to ask your counsel to
produce any records that relate to that and ask
Mr. Harris to the extent that they're with him,
u/T MR. MCCUTCHEON: He's not here. I think
this witness doesn't have it. I will make the
inquiry again and see what we can find.

MR. BELL: I appreciate it.

MR. MCCUTCHEON: 1I'm not sure Mr. Harris
falls inside the supervision here.

"MR. BELL: That's fair.
BY MR. BELL:
Q. Did Mr. Harris ever act as your

lawyer for any of these transactions, sir, or

NETWORK REPCRTING & MEDIATION (416) 359-0305
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Aeolian's counsel?

A, No,

Q. He was always just a business
partner?

A, He got a share of the deal but he was
acting -- the borrower always pays the legal
fees. He was Singh's lawyer,

Q. So Harris was Singh's lawyer
throughout the transaction, and you told me
that.—~ sorry, what was the purpose of borrowing
the $200,000 in February 2015?

A, Normal requirements that I had at the
time, just didn't want to wait for the 250.

Q. And what was the purpose for

borrowing the $121,0007?

A, The same.

Q. Sorry?

A, The same.

Q. You have no specific recollection of

needing either the 121,000 or the $200,0007?

A, I need $121,000 today.

Q. That's fair. My question is slightly
different. Do you have any recollection of
needing the funds at the time you borrowed them

from Mr. Singh?

NETWORK REPORTING & MEDIATION (416) 359-0305
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A, I don't recall why specifically.

MR. BELL: We should mark those two
cheques collectively as Exhibit 4. .

EXHIBIT NO. 4: Cheque from Tier 1 to

Aeolian for $200,000 dated February 27,

201% and cheque for $121,000 dated October

20, 2014, |

BY MR. BELL:

0. And then, sir, on the flip side of
the expenditures from Aeolian's account, we see,
and I think we've talked about this, a number of
cheques over the years to your wife, Judith
Davies, and is that because -~ I think you
explained this, because you didn't have a bank
account, so that when you needed money, the fund
flow would go from Aeoclian to your wife and then
ultimately to you for living expenses?

A. It was part of it. I think I recall
that we --

MR, MCCUTCHEON: You've got to hear the
end of the question before you answer.

THE DEPONENT: Sorry.

BY MR.ABELL:

Q. I'm now done.

a. Yeah, income splitting was the

NETWORK REPORTING & MEDIATION (416) 359~0305
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recommendation from our accountants, you know,
don't leave this all. You can save income tax if
you start diverting some of your money to —-- and
let Judith have a portion of your income as
income. It's just a way to reduce my...

Q. So was there a regular pattern then
of monies flowing into Aeolian and then being, as
you say, income split out to Judith?

A, I wouldn't say a regular pattern. I
think, you know, from time to time we used

Judith's tax returns to reduce my income tax

burden.
Q. Your income tax burden?
A. Yeah, John Davies' income tax burden.
‘Q. I'll show you another document, sir,

and here this is, just for the record, it's the
business account statement for Aeolian
Investments dated December 31st, 2013 to January
31st, 2014,

I'm going to direct your attention, sir,
to page 2 of the document I'm sending you which
refers to a Royal Foreign Exchange withdrawal in
the amount of $325,000, and that was on December
23rd, 2014.

I just want to know if you can recall the

NETWORK REPORTING & MEDIATION (416) 359-0305
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circumstances by which the Royal Foreign Exchange

withdrawal was made for $325,000 in December

2014,
A.
Q.
there.
A.

in Arizona.

Q.
the house?
A,
Q.
purchased?

A.

27th or 28th

Q.

A,
Q.
A.

Where does it show that?
I'll show you. It's on page 2 right
Oh, that's the purchase of our home

So that went towards the purchase of

Yes.

And when was the house in Arizona

I'm going to say the closing was the
of December.

20147

2013.

20137

Yeah. We had to close it. The laws

were changing in the States about your ability to

get Canadians to get VTB mortgage financing.

MR. BELL:

statement Mr.

EXHIBIT NO., 5:

And we'll mark that account
Davies just looked at as Exhibit 5.

Business account statement

for Aeolian Investments dated December 31,

NETWORK REPORTING & MEDIATION {416) 359-0305
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2013 to January 31, 2014.

MR. MCCUTCHECON: Just for the record, I
take it that was the trust purchase of the
property?

THE DEPONENT: That's right.

BY MR. BELL:

Q. And then, sir, I'm going to show you
another series of cheques. For the record, these
are from Aeolian Investments Limited to RBC Royal
Bank of Canada, and the memo line reads: Wire
Davies Family Trust, on the first one which is in
the amount of $310,000 and dated July 16, 2015,
and then the next one is a cheque from Aeoclian to
Davies Family Trust in the amount of $2,000 dated
September 9, 2015, and the final cheque is a
cheque made ocut to Royal Bank of Canada but the
re line 1s: Wire Davies Family Trust in the
amount of $4,000 dated January 28, 2016.

A. Yeah, all related to the renovations
of the house in Arizona.

Q. And those are the $2 million in
renovations we talked about earlier?

A, Yes, that's right.

MR. BELL: And then let's mark this series

of cheques as Exhibit 6 to Mr. Davies'

NETWORK REPORTING & MEDIATION {416) 359-0305

1223



(WSl Sy Mo e e S T

- e S G B

[}

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

403.

June le, 2017 JOHN EVAN DAVIES - 102

examination.
EXHIBIT NO. 6: Cheques from Aeoclian
Investments Limited to RBC Royal Bank of
Canada dated July 16, 2015, September 9,

2015 and January 28, 2016.

BY MR, BELL:
Q. And then, sir, I'm going to show
you —-- those were the Davies Family Trust. I'm

going to show you a series of cheques and I don't
propose to read them all through onto the record
because there's too many of them to do, but the
first one I'll read because it's the largest.
It's from Aeolian to Royal Bank of Canada, and
the memo line is: Wire U.S. dollars to the
Davies Arizona Trust and it's for $200,000 dated
September 11, 2015 but then there's a series of
cheques, sir, all indicating they're being made
to the Davies Arizona Trust, and you need not
verify my math, but it appears to me that the
cheques total $311,000,

I wondered if you had recollection of the
circumstances by with Aeolian was making these
payments to the Davies Arizona Trust.

A. All related to the renovations of the

house in Arizona.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And so then the renovations weren't
just funded by the Davies Family Trust, but they
were also funded by the Davies Arizona Trust. Is
that right?

A. They were all funded by the Davies
Arizona Trust. I think the memo, from Davies
Family Trust, should say, Davies Arizona Trust.

Q. So the source -- was the source for
the entire two-million-deollar, was that ali from
Aeolian?

A, Yes.

Q. And it would have flowed through the
trust then?

A. Yes.

MR. BELL: Let's mark that as the next
exhibit, being Exhibit 7, the bundle of cheques
to Mr. Davies' affidavit -- examination.

EXHIBIT NO. 7: Bundle of cheques starting

with cheque from Aeolian to Royal Bank of

Canada for $200,000 dated September 11,

2015 re wire U.8. dollars to Davies

Arizona Trust.

BY MR. BELL:

0. Then, sir, earlier today when you

talked about the liens, you mentioned that the

NETWORK REPORTING & MEDIATION (416) 359-0305
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Oshawa Generals hockey team had a lien on your
house. Can you just explain to me how that came
to be?

A. Yes. The Davies Trust purchased the
Oshawa Generals in 2003 and ran it until 2008,
when we sold our shaies of the team. It was a
two-tier transaction but the result of it was we
sold 50 percent, then sold the balance to a
gentleman named Rocco Tullio from Windsor and his
partners.

When we sold the team, we initially had an
understanding that Tullio would take on the
liability, if you would, of the contracts of the
head ccach and the president of the team.
However, in the interim period before closing,
the president of the team was dismissed, and when
the closing went through, Tullio said that I had
the -- that Davies Family Trust had the
responsibility to pay them and the coach who
Tullio subsequently fired, and since the
contracts were pre-existing, Davies Family Trust
had the responsibility to pay those burdens on
the team. .

Davies Family Trust disagreed and a

lawsuit was commenced between the Oshawa Generals

NETWORK REPORTING & MEDIATION (416) 359-0305
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and Davies Family Trust such that after toing and
froing, the Oshawa Generals were by court order
forced to pay those employees, and I made a
settlement with the Oshawa Generals of about
$600,000, and the 345,000 was the -- and they
secured my obligation by a lien on the cottage
and on the house, and the 345,000 was the balance
owing.

Q. And then, just a couple of questions
on that. We see a number of cheques, I don't
need to put them to you, of roughly 10,000-dollar
payments to the Oshawa Generals.

A, Right. I made an agreement with the
Generals that I would satisfy the obligation by
giving them 10,000 a month, and if I ever came
into any money, I would pay the balance off, but
the agreement was that I had 48 -- they were
going to allow 48 months of receipts. Let's see
where we are in that 48 months, pay off the
balance, or.if additional funds became available,
I would pay it off sooner.

Q. And despite the fact that it was the
Davies Family Trust that owned the Oshawa
Generals, the lien was put on both the cottage

and your house?

NETWORK REPORTING & MEDIATION (416) 359-0305
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A. And the house.

Q. Can you tell me what the Chase Davies
Trust is?

A, There is no Chase Davies Trust.

Q. So do you know what this memo is
referring to? because there's a couple of cheques
that refer to the bank wires being made to the
Chase Davies Trust.

A. - Well, the Davies Arizona Trust's bank
is at Chase.

0. So i1s that your handwriting on the
memo line?

A. No, it's Jjust my signature.

Q. Do you know who is filling out the
memo line on the cheques?

A. Dianna Cassidy.

Q. And so when we see cheques being made
to the Chase Davies Trust or the Davies Chase
Trust, that's likely the Davies Arizona Trust
just with its bank account at Chase Bank?

A, It's not likely., It's a hundred
percent.

Q. And you've reviewed those cheques I
just showed you?

A. Yeah.

NETWORK REPORTING & MEDIATION (416) 359-0305
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MR. BELL; Let's mark those as Exhibit 8
to Mr. Davies' examination.

EXHIBIT NO. 8: Cheques re Chase Davies

Trust.

BY MR. BELL:

Q. And then there's a number of payments
from Reolian to an Auto One. That name I assume
rings a bell for you?

A. Every month.

Q. And is that -- I'm assuming that's
for car leases?

A. It is.

0. And which cars are currently leased
under Auto One?

A. My daughter's Range Rover Evoque 2014
or '15 and my daughter's Ford Escape 2013, I
believe.

Q. And are the leases -- is Aeolian the

signatory on the leases or are your daughters the

signatories?
A. No, I am through Aeolian.
Q You are through Aeolian?
A, Yeah,
Q And it's just those two cars?
A There were more. They've gone pack.

NETWORK REPORTING & MEDIATION (416) 359-0305
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There were two others, one lease from me, one
lease from my wife, and as a result of the recent
cash flow, we returned the cars and carried that
balance owing on the Aeolian -- we have $5,000
payout and nine hundred and something in arrears
payments.

Q. And that's what that is, referred to
in the liabilities attached to your affidavit?

A Yeah.

Q. And then there's a cheque to a
Mayberry Fine Art for $81,000. Tell me what that
relates to, Do you fecall?

A. That was the -- Mayberry was where I
purchased a piece of art from them which has been
sold.

Q. And when was the art sold?

A. I sold it -~ I would say there was
snow on the ground. Probably January, February.

Q. What did you do with the proceeds
from the sale of the art?

A. They were deposited into Aeolian. I
sold the piece for 80,000.

Q. And the funds were deposited into
Aeolian's account?

A. Yes.

NETWORK REPORTING & MEDIATION (416) 358-0305
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Q. And I'm just going to show you
another cheque from Aeolian to Royal LePage Your
Community Realty Inc. from March 24th, 2013 for
$15,000. Then the memo line I believe refers to
Skyview.

A. Right.

Q. I don't have a copy of it with me. I
believe there's two such cheques. Do you recall
there being two 15,000-dollar cheques?

A. Yeah. There were insufficient
proceeds from the sale of 2 Skyview, our former
residence, and we gave them some postdated
cheques to clear out the balance of their
commissions.

Q. And it would total $30,0007? That
sits with your recollection?

A, Yeah. It was the shortfall. That
seems correct.

MR. BELL: We'll mark the one cheque T did
show you which is dated March 24, 2013 as Exhibit
9.

EXHIBIT NO. 8: Cheque dated March 24,

2013 from Aedlian to Royal LePage Your

Community Realty Inc. for $15,000.

BY MR. BELL:

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And who's Goodman & Griffin?

A. It sounds like a law office.

Q. It does. 1I'll show you and it may
help. There's a cheque from Goodman & Griffin --
sorry, from Aeolian to Goodman & Griffin in Trust
dated December 12, 2013 in the amount of
$18,921.02 and then the memo line says to Skyview
Maple Trust.

A. That would have been the same -- that
would have been, I guess, the law firm acting for
Royal LePage.

Q. And what was Skyview?

It's a house.
And where was 1t?
Aurora.

Who owned it?

PO P O D’

I believe the Davies Family Trust
owns Skyview.

Q. They still own Skyview?

A. No, no. It was sold. That's the
arrears.

Q. That's the arrears?

A, Yes.

Q. And I think we talked about this, but

other than the Arizona property, neither the

NETWORK REPORTING & MEDIATION (416) 359-0305
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Davies Family Trust nor the Davies Arizona Trust
own any other real property; correct?

A, Correct.

Q. What's Enduro Sport Inc.? Does that
name ring a well?

A, Yeah. A triathlon store. It's not
me that competes in triathlon.

Q. Me neither.

A. Just thinking if you guys are
wondering., I thought maybe you were thinking,
he's a triathlon as well as a business
entrepreneur.

Q. And Identity Construction, $350,000
through four payments between October 2014 and
December 20147

A. A contractor in Arizona.

Q. So that's the same $2 million we
talked about?

A. Yes.

Q And then Cohen Highley LLP?

A. Law firm.

Q And what were they acting for in
20137

A. Closing of the house in Arizona.

Q. And then you refer to CRA liens in

NETWORK REPORTING & MEDIATION (416) 359-0305
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your affidavit and attachment. Can you just
describe to me what the circumstances were of the

CRA liens registered on your house?

A. Arrears for personal income tax.

445, 0 Your personal income tax?

A, Yes.

446, Q And then I see payments to AIG
Canada. Do you have insurance policies with AIG
Canada?

A Yeah, car and house, though.
447, Q Just car and house?
A Just car and house.
448, Q Do you have a life insurance policy?
A. No.
449, 0 And then Reuben & Christie?
A Law firm,
450, Q And what did they act for you in?
A. They initially acted for us when we
were dealing with the original order that
dismissed Tier 1 when FSCO -- back in October/
November.

451. Q. I see. And then Arizona Bar IOLTA,
I-0-L-T-A, does that ring a bell?

A, No. Sorry, say that again. Arizona?

452. Q. It's AZ Bar IOLTA, I-O-L-T-A.

NETWORK REPORTING & MEDIATION {416) 359-0305
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A. It doesn't ring a bell.

MR. BELL: I lied to you. I can't pull
something up. So we'll just go over -- go off
the record for a second.

~—- Off-the-record discussion 12:52 p.m.

-—— Upon resuming 12:52 p.m.

BY MR. BELL:

Q. And then the Distillery Restaurants
Group, does that ring a bell? Therxe's a
25,000-dollar payment to the Distillery
Restaurants.

A. My son's wedding.

Q. Okay. And then Chesthut Lane, a
21,000~-dollar payment to Chestnut Lane, did that
relate to the purchase of property? I can pull
it up for you if that would help.

A, When was 1it? When was the cheque?

Q. Let me pull it up so I can give it to
you,

A. It sounds like a realtor.

MR, MCCUTCHEON: Don't guess,

THE DEPONENT: I was talking to you.

MR. MCCUTCHEON: We're on the record, so
don't guess.

MR, BELL: Maybe I can't pull it up for

NETWORK REPORTING & MEDIATION (416) 359-0305
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you. Can we go off the record for a second?

--— Off-the-record discussion 12:53 p.m.

~--- Upon resuming 12:54 p.m.

BY MR, BELL:

Q. So, sir, we don't have a paper copy
for you. We won't mark it as an exhibit, but I'm
happy to have you look at it on Mr. Goldstein's
computer. It's a cheque to Chestnut Lane
dated. ..

MR. MCCUTCHEON: August 21.

BY MR. BELL:

Q. August 21, 2013, thank you, for the

amount of $21,966 to Chestnut Lane. No

recollection?
A. It doesn't ring a well.
Q. Are you aware of purchasing a

property in or around August of 20137

A, No. I can assure you it's not
related to the purchase of property.

0. And then finally, Windstone Real
Estate?

A. Yeah. Windstone Real Estate was the
listing agent for the sale of the McMurray condos
for a period of about two years.

Q. So that would be the explanation for

NETWORK REPORTING & MEDIATION (416) 359-0305
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the 34,000~dollar payment to them?

A, Commissions.

Q. And I don't think I asked this
earlier. 1Is the property that the Family Trust
owns in Arizona, is it currently listed for sale?

A. No.

Q Do you have any intention to sell it?

A, Well, let's...

Q You're not going to say one way --
you just don't know one way or the other?

MR. MCCUTCHEON: It depends how this works
out.

THE DEPONENT: My future is somewhat up in
the air. 1It's certainly never been our intention
to sell that house.

BY MR. BELL:

Q. And do you have an appraisal for the
property?

A. Yes.,

Q. And what's it worth?

A, A million, 795.

Q. And that includes the $2 million in
renovations you put into it?
A. Very depressed market.

MR. BELL: I would like -- I'm going to

- NETWORK REPORTING & MEDIATION (416) 358-0305
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ask for an undertaking for a copy of that
appraisal.

U/A MR. MCCUTCHEON: I'm going to take that
under advisement.

MR. BELL: Go off the record for one

minute.
~—— Off-the-record discussion 12:56 p.m.
---~ Upon resuming 12:56 p.m.
BY MR. BELL;:
0. So, sir, earlier we were talking
about -- and we are very close to being done,

you'll be happy to know. Earlier we were talking
about the development fees that Mr. Singh was
charging. It started off at 12 percent, then
went to 15 percent, then 16 percent. Then I
think you said somewhere that it was then a
hundred thousand dollars, then it became 200,0007?

A, That's correct.

Q. So obviously basic development fees.
Is that fair?

A. Yes. Well, not development fees,

raise fees.

Q. Raise fees?
A. Fees for raising money.
Q. And were you concerned at the time

NETWORK REPORTING & MEDIATION (d16) 359-0305
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that the guantum of those fees meant that the

projects were not commercially viable?

A. No, never.
Q. It never crossed your mind?
A, No. Well, it never -- not only did

it not cross my mind, it wasn't demonstrated in
the pro forma analysis. The pro formas which we
spend -~ we spend months on them before we
acquire the properties, look at all kinds of
different scenarios. So there's sensitivities in
terms of the return. So I'm not concerned.

Q. And who prepared the pro forma
analysis?

A. Myself, Walter Thompson, Bruce
Stewart.

MR. BELL: And, counsel, I would like an
undertaking for the pro forma analysis that Mx.
Davies is referring to.

Uu/T MR. MCCUTCHEON: We'll undertake to find
what we can find and give it to you.

MR. BELL: I appreciate that. Subject to
-- I'm not done.

BY MR. BELL:

Q. So specifically, sir, in relation to,

and it relates to the undertaking that your

NETWORK REPORTING & MEDIATION {416) 359-0305
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counsel has given, so the answer may be there, I
think, but specifically with relation teo the 525
Princess project, as I understand it, that
company raised approximately $6.4 million from
investors. Does that fit with your
understanding?

A, Yeah.

Q. Roughly speaking?

A. Yeah.

Q. And then after making payments that
were required under the léan agreements,
including the dividends, based on the receiver's
math, there appears to be approximately $1.4
million available for disbursements that could be
used and of that amount, it appears approximately
1.3 million was paid to related entities and
shareholders, which according to the receiver's
math, leaves about a hundred thousand dollars for
soft costs and completing the project, and on
that example did you ever turn your mind to how
you were golng to complete the project with only
a hundred thousand dollars available for soft
costs?

A. We were never intending to complete

the project with a hundred thousand. As you

NETWORK REPORTING & MEDIATION (416) 359-0305
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probably know and as KSV would know, there were
subsequent raises contemplated rather than the
initial raise and in fact, a number of the
projects had a second or a third raise added.

The prohibitions of raising money through
Tier 1 was governed by the amount of the
appraisal. So if the appraisal was $5 million,
we were not permitted to raise anymore than
$5,000 under the FSCO rules.

So our modus operandi was the raw land was
only worth so much on a residual basis. The
appraisal wéuld only support a certain amount
going in. We would then take that project. We
would advance i1t further down the road. We might
obtaln approvals. We might have a much more
finite development concept, and if we needed more
money, we would reappraise the property and
hopefully some value had increased -- the value
of the property increased by basis of the work
that had been done.

So to that extent, we would be able to
raise additional funds to keep the project moving
forward until such time as we gualified for
construction financing, and then we would

raise..,. the Tier 1 money, as you know, was only

NETWORK REPORTING & MEDIATION (416) 359-0305
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earmarked for project purchase and predevelopment
expenses.

Q. And then the thought was always that
you would do subsequent raises for any of the
soft costs and project development?

A. That's correct, until such time as
we'd qualify for a construction loan.

Q. And that would apply as much for the,
I assume, 555 Princess property as the 525 and
the rest of them?

A, Yeah, that's exactly right, and in
fact, all of the projects. The initial appraisal
was not normally sufficient to carry us all the
way through.

MR, BELL: Why don't we take a one-minute
break and we'll come back?

--— Break commencing 1:01 p.m.

-—— Upon resuming 1:04 p.m,

MR. BELL: All right, sir, so subject to
the undertakings and advisements, anything that
come from those, those are our questions.

--~ Whereupon examination is concluded 1:05 p.m.

NETWORK REPORTING & MEDIATION (416) 359-0305
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I HEREBY CERTIFY THE FOREGOING
to be a true and accurate
transcription of my shorthand notes
to the best of my skill and ability.

Susanna Massa, CSR

Reproductions of this transcript are in direct violation
of O.R. 587/91 of Administration of Justice Act
January 1, 1990 and are not certified without the

.original signature of the Court Reporter
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WHEREAS John Evan Davies (“Davies”) was issued One Hundred (100) Common Shares in
the capital of Muskoka Holiday Properties Ltd. (“the Shares”) on the 7" day of May 1999;

AND WHEREAS it was Davies’ intention to hold legal title to the Shares as a bare trustee, in
trust for the benefit of a yet to be established discretionary family trust, to be entitled the “Davies
Family Trust™;

AND WHEREAS this Declaration of Trust is made on the 11" day of December, 2000 and
constitutes the Davies Family Trust for which Davies was originally holding the Shares.

BETWEEN:

LENORE JACKSON, of the City of London and Province of Ontario
(hereinafter called the “Settlor™)

OF THE FIRST PART

~and -

JOHN EVAN DAVIES, JUDITH LENORE DAVIES and GREGORY
HARRINGTON HARRIS, all of the City of Toronto and Province of Ontario

(hereinafter called the “Trustees”)

OF THE SECOND PART

WHEREAS the Settlor desires to establish a trust, to be known as the Davies Family Trust, for
the benefit of John Evan Davies, Judith Lenore Davies and the issue of John Evan Davies as
hereinafter provided;

AND WHEREAS the Settlor has irrevocably transferred to the Trustees a settlement object
described in more detail in Schedule I attached hereto (hereinafter called the “Seitlement
Object”) (the receipt of which the Trustees hereby acknowledge) together with any property
which may from time to time be held by the Trustees in lieu thereof or in addition thereto (all of
which is hereinafter called the “Trust Estate”), to be held upon and subject to the trusts
hereinafter set out;

NOW THEREFORE THIS INDENTURE WITNESSES THAT the parties hereto have
agreed and do hereby covenant and agree as follows.
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1.

1.1

DEFINITIONS

Income

The expression “net income” when used in this Indenture shall, when used in respect of any
particular year, mean all of the income of the Trust Estate for that particular year and shall
specifically include any gains realized in respect of the sale or other disposition of any capital
property forming part of the Trust Estate less the aggregate of:

()

(b)

(c)

1.2

any and all expenses incurred in and about the management of the Trust Estate and the
assets thereof as determined by the Trustees to be chargeable to income;

such further or other sums in each year as the Trustees in their sole and absolute
discretion consider to be proper allowances, reserves, deductions, disbursements and/or
outgoing in accordance with generally accepted accounting principles; and

without limiting the generality of the foregoing, such sum in each year as the Trustees
shall in their absolute discretion consider necessary and advisable from time to time as
being on account of depreciation, depletion, deterioration or obsolescence of any of the
assets of the Trust Estate.

Plural Gender, ete.

. The word “Trustees” used herein and any personal pronoun relating thereto and used therewith

and any other personal pronoun used herein with reference to the Settlor or to any one or more of
the Beneficiaries or to any persons entitled to appoint Trustees shall be read and construed as the
gender and number of the party or parties referred to as each case requires.

1.3

(a)

(b)

1.4

For greater clarity and certainty:

the word “Trustee” or “Trustees” wherever used in this Indenture shall include the
present Trustees and shall also include any person or corporation or persons becoming a
Trustee or Trustees from time to time in place of any present or other substituted Trustee
dying, retiring or being incapable or unwilling to act, or who may be replaced from time
to time under the provisions hereof}

whenever the word “Trustee” or “Trustees” is used herein or when any power or
authority is vested in the said Trustees or in the majority of them, the said word “Trustee”
shall be taken to include, and the power or authority may be exercised from time to time
by those Trustees constituting the Trustees in accordance with the provisions of this
Indenture, at such time, and from time to time.

Definition of Residence

For the purpose of determining the residence, from time to time, of this Trust, under any
applicable law, whether taxing or otherwise, the residence of this Trust shall be conclusively
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deemed to be that of the state, province, country or other jurisdiction in which the majority of the
Trustees reside, and the situs of all property of the Trust shall be conclusively deemed to be in
the jurisdiction in which the Trust is from time to time resident, notwithstanding that any such
property and assets may be physically located in another geographical or legal jurisdiction.

1.5 Issue per Stirpes

(a) The word “issue” when used in this Indenture, shall mean “descendants to the remotest
degree”. -

(b)  In interpreting the expression “issue per stirpes” the stirpital base shall be taken as the
generation in lineal descent most immediate to the common ancestor.

1.6 Beneficiaries

“Income Beneficiaries” at any particular time shall mean John Evan Davies, Judith Lenore
Davies and the children of John Evan Davies, namely Andrew John Davies, Sarah Ramona
Davies, Jessica Deborah Davies and Walter Robert Jackson Davies as well as any future children
and issue of John Evan Davies living at such particular time, any one of whom is sometimes
referred to herein as an “Income Beneficiary” and all of whom or any two or more of whom are
sometimes referred to herein collectively as “Income Beneficiaries™;

“Capital Beneficiaries” at any particular time shall mean John Evan Davies, Judith Lenore
Davies and the children of John Evan Davies, namely Andrew John Davies, Sarah Ramona
Davies, Jessica Deborah Davies and Walter Robert Jackson Davies as well as any future children
and issue of John Evan Davies living at such particular time, any one of whom is sometimes
referred to herein as a “Capital Beneficiary” and all of whom or any two or more of whom are
sometimes referred to herein collectively as “Capital Beneficiaries™;

“Beneficiary’ shall mean an Income Beneficiary or a Capital Beneficiary;
“Beneficiaries” shall mean the Income Beneficiaries and/or Capital Beneficiaries.

1.7 Time of Division

The phrase “time of division” means the earlier of:

(a) the date which is one day prior to the twenty-first anniversary of the death of the last
survivor of the Beneficiaries who are alive at the date of this Indenture;

(b)  such date as the Trustees may determine by instrument in writing signed by each of them
and delivered in counterparts to every adult beneficiary living at the time of the signing
of such instrument.

1250



-

-

ol wh ael e

o B O O

1.8 Children And Issue

"Child" and "Children" shall mean all legitimate, natural and adopted (under the law of any
jurisdiction whatsoever) children and shall also include any children or issue en ventre sa mere
who may be born alive at any time hereafter (and for all purposes of this Set{lement any such child
shall be deemed to be alive during the period in which he or she shall be en ventre sa mere) but
shall not include a person bom outside marriage nor a person who comes within the description
traced through another person who was born outside marriage, provided that any person who has
legally been adopted shall thereafter be regarded as having been born in lawfil wedlock to his or
her adopting parents and any person who is born outside marriage and whose natural parents
subsequenﬂy marry each other or whose parents would be considered spouses within the meaning
provided in section 29 of the Family Law Act (Ontario) shall thereafter be rcgarded as having been
born in lawful wedlock to his or her parents.

"Tssue" shall not be confined to “"children" but shall include children and all other lineal
descendants,

1.9 Income Tax Act

1.9.1 The term “Income Tax Act”, or any reference to a specific provision or specific provisions
thereof, shall mean the fiicome Tax Act, 8.C. 1970-71-72, c.63, as amended, or such provision or
provisions, as amended, from time to time, or any legislation of the Parliament of Canada from
time to time in force of like or similar effect.

1.9.2 The term “Preferred Beneficiary” has the meaning set out in subparagraph 108(1) of the
Income Tax Act.

1.10 Expenses

The expenses in connection with the administration of this Trust, including the remuneration and
charges of the Trustees hereinafter provided for and in comnection with the investment and
reinvestment of any part of the Trust Estate and the collection of income and other sums derived
therefrom shall be charged against the income or the capital of the Trust Estate, as the Trustees in
their absolute discretion deem advisable.

1.11  Stock Dividends

All dividends paid in the form of stock received by the Trustees in connection with any shares of
stock of companies held by them shall be deemed to be and shall be dealt with as capital of the
Trust Bstate.

1.12  Applicable Law

This Trust shall be interpreted according to the laws of the Province of Ontario,
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1,13  Exercise of Trustees’ Discretion

To avoid any ambiguity or criticism by any Beneficiary, and consistent with the provisions
hereof, all decisions by the Trustees with respect to the division of the annual net income of the
Trust Estate in any year, and the capital of the Trust Estate at any time or times, including the
time of division, among the Beneficiaries hereof shall be made by the Trustees in their absolute
discretion and shall be final and binding on all Beneficiaries hereof, without any appeal
therefrom and in making any such decision, and they shall not be required to maintain an even
hand among the Beneficiaries and may, in their absolute discretion, completely exclude any one
or more of the Beneficiaries.

1.14 Persons Entitled to Appoint Trustees

The phrase “persons entitled to appoint Trustees” means;
(a) John Evan Davies while he is alive and has the capacity to act;

(b)  upon the death of John Evan Davies, or at other times during the lifetime of John Evan
Davies, but during his incapacity to act, any person or persons appointed pursuant to
Article 10 hereof by any person designated or appointed in the Last Will and Testament
of John Evan Davies to so act, failing which designation or appointment, any person or
persons appointed by a majority of the persons who are from time to time appointed to
act as, or are acting in the capacity of the Estate Trustees of the Last Will and Testament
of John Evan Davies, as the case may be,

2. PURPOSE OF THE DAVIES FAMILY TRUST

2.1 The purpose of the Davies Family Trust is to hold shares or other investments. The
Trustees, however, shall not be compelled by any Beneficiary or by any court to dispose of any
shares or other interests because of their yield or lack of diversity or for any other reason
whatsoever.

3. PAYMENTS BEFORE TIME OF DIVISION

3.1  Subject to Paragraph 3.5 hereof, the Trustees shall bold the Trust Estate and until the time
of division they may from time to time pay to or on behalf of the Income Beneficiaries, or such
one or more of them to the exclusion of the other or others and in such proportions as the
Trustees may determine, all or so much of the net income, if any, derived from the Trust Estate
as the Trustees from time to time determine to be appropriate for the respective benefit of the
Income Beneficiaries,

3.2 Subject to Paragraph 3.5 hereof, the Trustees shall hold the Trust Estate and until the time
of division they may from time to time pay to or on behalf of the Capital Beneficiaries, or such
one or more of them to the exclusion of the other or others and in such proportions as the
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Trustees may determins, all or so much of the capital of the Trust Estate as the Trustees from
time to time determine to be appropriate for the respective benefit of the Capital Beneficiaries.

3.3  Any net income of the Trust Estate which is not paid to or applied in any year to or on
behalf of the Income Beneficiaries shall be accumulated by the Trustees and added to the capital
of the Trust Estate and dealt with as part thereof.

3.4 Subject to Paragraph 3.5 hereof, after the expiration of the maximum period permitted by
law for the accumulation of income, the Trustees shall thenceforth pay to or apply on behalf of
the Income Beneficiaries, or such one or more of them to the exclusion of the other or others and
in such proportions as the Trustees from time to time determine to be appropriate, the whole of
the net income of the Trust Estate.

3.5  Notwithstanding anything in this Article contained:

(a) no income or capital which by the terms hereof is payable to any one or more of the
Beneficiaries shall be so payable on or afler any time following a time that such
Beneficiary has, by specific or general assignment, transfer or otherwise alienated or
disposed of, or attempted to alienate or dispose of, his or her right to such income or
capital or any part thereof or interest therein;

(b)  if by reason of any attachment, sequestration, execution, writ, judgment, order or other
proceeding (including without limiting the generality of the foregoing, any bankruptcy or
insolvency proceeding) or by any other means whatsoever the said income or capital or
any part thereof or interest therein can no longer be personally enjoyed by any
Beneficiary, or would but for the terms of this Paragraph belong to or become vested in
or subject to the control of some other person, persons or corporation, courts or officials,
then from and after the happening of any such event the right of such person to receive or
be paid the said income or capital shall cease;

but if the reason why any Beneficiary can no longer personally enjoy the income or
capital as above-mentioned ceases, then in such case the income or capital shall again be
paid over to such Beneficiary until the re-occurrence of any such event, and so often as
any such event shall re-ocour the right of such Beneficiary to be paid such income or
capital shall cease and the Trustees shall deal with it as above provided. For greater
certainty, it is hereby declared that the Trustees shall not be compelled by cowt order or
in any other fashion to exercise their discretion in favour of any Beneficiary whose
interest has not vested but who, under the terms of this Indenture, but for this provision,
is entitled to receive some part or all of the income or the capital of the Trust Estate as the
Truslees may in their absolute discretion determine.
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4, DISTRIBUTION AT TIME OF DIVISION

4.1 Power of Appointment

Subject to Paragraph 4.3 hereof, if John Evan Davies is alive at the Time of Division, the
Trustees shall, at the Time of Division, hold the Trust Estate for the Capital Beneficiaries or such
one or nore of them to the exclusion of the other or others and in such proportions and on such
terms and conditions, as the Trustees may at any time and from time to time in wriling either
revocably or irrevocably appoint having regard to:

(2) the needs, both actual and anticipated, of the Capital Beneficiaries for care, maintenance,
education, advancement in life or other benefit;

(b)  the ability of the individual Capital Beneficiaries to manage capital for the benefit of
themselves, their spouses and their issue;

()  the ability and willingness of the various Capital Beneficiaries to be respons1ble members
of their family and of their community; and

(d) the ability of the individual Capital Beneficiaries to manage businesses.

4.2 Alternative Distribution

In the absence of such appointment or to the extent that such appointment shall not extend or
take effect, the Trustees shall at the Time of Division divide the Trust Estate into as many equal
shares as shall be necessary to carry out the following provisions:

42,1 Subject to Paragraph 4.3 hereof, the Trustees shall set aside and pay one of such equal
shares to each of the Children of John Evan Davies living at the Time of Division, provided that
the share of each Child who has not then attained the age of (wenty-one (2]) years shall be held
and kept invested by the Trustees and the income or so much thereof as the Trustees in their
absolute discretion consider advisable shall be paid to or applied for the benefit of such Child
until he or she attains the age of twenty-one (21) years when the balance of the capital of such
share then remaining shall be paid or transferred to him or her, and any income not so paid or
applied in any year is to be added to the capital of such share and dealt with as part thereof, and
provided further that if any such Child should die before attaining the age of twenty-one (21)
years, such share or the amount thereof then remaining shall be divided equally among the
Children of such deceased Child of John Evan Davies (hereinafter called the “Deceased Child”)
who are then alive and shall be set aside in a separate trust (hereinafter called the “Survivor’s
Trust™) as a separate trust fund for the surviving Children of such Deceased Child, or if such
Deceased Child shall leave no Child surviving him or her, to divide such share or the amount
thereof remaining equally among the surviving Children of John Evan Davies alive at the death
of such Deceased Child of John Evan Davies, but if any such surviving Child of John Evan
Davies shall become entitled to any part of the capital of the Trust Estate pursuant to the terms of
this proviso before attaining the age of twenty-one (27) years such Child’s part shall be added to
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the capital of the share of the Trust Estate hereinbefore directed to be held in trust for such
person and shall be dealt with as part thereof,

Notwithistanding anything in this Trust contained, the Trustees are authorized at any time and
from time to time to pay or apply to or for the benefit of the Child for whom such share is held in
trust such part or parts of the capital of the share or shares held in trust for such Child as the
Trustees in their absolute discretion consider advisable without regard to the interests of the
Children of such Child or any other person and even to the full amount thereof.

4,2.2 The Trustess shall keep the capital of each Survivor’s Trust invested and shall, from time
to time, pay the whole or such part of the net income derived therefrom and any amount or
amounts out of capital that the Trustees in their absolute discretion may deem advisable for the
maintenance, education or benefit of the Children of the Deceased Child, or such one or more of
them, in such proportions and in such manner as the Trustees in their absolute discretion consider
advisable, Any income not so used in any year shall be added to the capital of the Survivor’s
Trust and dealt with as part thereof.

On the date when the first of such Children of the Deceased Child (who are alive) has reached
the age of twenty-one (21) years (hereinafter called the “Date of Sub-Division”), the funds
remaining in the Survivor’s Trust shall be divided into as many equal shares as there shall be
Children of the Deceased Child then alive. The Trustees shall set aside one (1) of such equal
shares for each such Child of the Deceased Child and shall keep such share invested and shall,
from time to time, pay the whole or such part of the net income derived therefrom and any
amount or amounts out of capital that the Trustees in their absolute discretion deem advisable to
or for the maintenance, education or benefit of such Child of the Deceased Child in such
proportions and in such manner as the Trustees in their absolute discretion deem advisable. Any
income not so used in any year shall be added to the capital of such share of the Survivor’s Trust
and dealt with as part thereof. On the date (hereinafter called the *Distribution Date”) which is
the earlier of (a) the date such Child of the Deceased Child attains the age of twenty-one (21)
years; and (b) the date twenty-one (21) years afler the death of the Deceased Child, such share
shall be paid and transferred to such Child of the Deceased Child. If such Child of the Deceased
Child dies before the Distribution Date, the share of such Child of the Deceased Child, or the
amount thereof then remaining, shall be divided among the remaining Children of the Deceased
Child living at the death of such Child of the Deceased Child in equal shares; provided that any
part of such share to be paid or transferred to a Child of the Deceased Child shall be governed by
and dealt with in accordance with the provisions hereof as if it were a part of the share set aside
for such Child of the Deceased Child on the death of the Deceased Child.

42,3 If a Child of John Evan Davies (hereinafter called the “Predeceased Child”) should
predecease the Time of Division and if any Child or Children of the Predeceased Child shall be
living at the Time of Division, the Trustees shall set aside in a separate trust (hereinafter also
called the “Survivor’s Trust”) and as a separate trust fund one (1) of such equal portions for the
surviving Children of the Predeceased Child.

The Trustees shall keep the funds of the Survivor’s Trust invested and shall, from time to time,
pay the whole or such part of the net income derived therefrom as the Trustees deem advisable
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and any amount or amounts out of capital that the Trustees deem advisable to or for the
maintenance, education or benefit of the Children of the Predeceased Child, or some one or more
of them, in such proportions and in such manner as the Trustees deem advisable. Any income not
so used in any year shall be added to the capital of the residue of the Survivor’s Trust and dealt
with ag part thereof.

On the date when the first of the Children of the Predeceased Child has reached the age of
twenty-one (21) years (hereinafier also called the “Date of Sub-Division™), the funds remaining
in the Survivor's Trust shall be divided into as many equal shares as there shall be Children of
the Predeceased Child alive at the Date of Sub-Division. The Trustees shall set aside one (1) of
such equal shares for each such Child of the Predeceased Child and shall keep such share
invested and shall, from time to time, pay the whole or such part of the net income derived
therefrom and any amount or amounts out of capital that the Trustees in their absolute discretion
may deem advisable to or for the maintenance, education or benefit of such Child of the
Predeceased Child in such proportions and in such manner as the Trustees in their discretion
consider advisable. Any income not so used in any year shall be added to the capital of the
residue of such share of the Survivor's Trust and dealt with as part thereof, On the date
(hereinafter called the “Altemate Distribution Date™) which is the earlier of (a) the date such
Child of the Predeceased Child attains the age of twenty-one (21) years; and (b) the date twenty-
one (21} years after the death of the Predeceased Child, such share shall be paid or transferred to
such Child of the Predeceased Child. If such Child of the Predeceased Child dies before the
Alternate Distribution Date, the share of such Child of the Predeceased Child, or the amount
thereof then remaining, shall be divided between the remaining Children of the Predeceased
Child living at the death of such Child of the Predeceased Child in equal shares; provided that
any part of such shares to be paid or transferred to a Child of the Predeceased Child shall be
governed by and dealt with in accordance with the provisions hereof as if it were a part of the
share set aside on the Date of Sub-Division for such Child of the Predeceased Child.

4,2.4 In the event that a portion of the Trust Estate is set aside for a Child of John Evan Davies
or the Child or Children of a Deceased Child or the Child or Children of a Predeceased Child and
such portion does not vest in possession in any one or more of such persons prior to the death of
the survivor of such persons, such portion of the Trust Estate shall be dealt with in accordance
with Paragraph /7.2 hereof.

4.3  Notwithstanding anything in this Article contained:

(a)  no income or capital which by the terms hereof is payable to any one or more of the
Beneficiaries shall be so payable on or after any time following a time that such
Beneficiary has, by specific general assignment, fransfer or otherwise alienated or
disposed of, or attempted to alienate or dispose of, his or her right to such income or
capital or any part thereof or interest therein,

(b)  if by reason of any attachment, sequestration, execution, writ, judgment, order or other
proceeding (including without limiting the generality of the foregoing, any bankruptcy or
insolvency proceeding) or by any other means whatsoever the said income or capital or
any part thereof or interest therein can no longer be personally enjoyed by any
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Beneficiary, or would but for the terms of this Paragrapli belong to or become vested in
or subject to the control of some other person, persons or corporation, courts or officials,
then from and after the happening of any such event the right of such person to receive or
be paid the said income or capital shall cease;

but if the reason why any Beneficiary can no longer personally enjoy the income or
capital as above-mentioned ceases, then in such case the income or capital shall again be
paid over fo such Beneficiary until the re-occurrence of any such event, and so often as
any such event shall re-occur the right of such Beneficiary to be paid such income or
capital shall cease and the Trustees shall deal with it as above provided. For greater
certainty, it is hereby declared that the Trustees shall not be compelled by court order or
in any other fashion to exercise their discretion in favour of any Beneficiary whose
interest has not vested but who, under the terms of this Indenture but for this provision, is
entitled to receive some part or all of the income or the capital of the Trust Estate as the
Trustees may in their discretion determine.

5. DECISIONS BY TRUSTEES

5.1  All questions requiring action by the Trustees shall be determined by a majority of the

Trustees for the time being in office, such majority to include at least one of the Trustees who is
not Lenore Jackson or any corporation or individual “related” to any of Lenore Jackson or any
corporation “related” to Lenore Jackson within the meaning assigned to that term in the Income
Tax Act.

6. INCOME TAX ACT (CANADA) AND INCOME TAX ACT (ONTARIO)

6.1 The Trustees shall have full, absolute and unfettered discretion from time to time and at
any time or times to make or nof to make any election or elections, determinations, distributions
and/or allocations for the purposes of the Income Tux Act and the Income Tax Act (Ontario) or
any similar legislation of any other jurisdiction in force from time to time as they in their
absolute discretion deem to be in the best interests of the Trust Estate and/or the Beneficiaries,
whether or not such election or elections, determinations, distributions, and/or allocations may or
would have the effect of conferring an advantage on any one or more of the Beneficiaries or
could otherwise be considered but for the foregoing as not being an impartial exercise by the
Trustees of their duties under the Indenture or as not being the maintaining of an even hand
among the Beneficiaries, and all such exercises of their discretion shall be binding upon all the
Beneficiaries and shall not be subject to question by any person, official, authority, court or
tribunal whatsoever or whomsoever, provided the Trustees acted bona fide in the exercise of
such power,

Without in any way restricting the generality of the foregoing, the Trustees are authorized from
time to time to join with any Preferred Beneficiary in making any election, in the prescribed
manner, pursuant to any provisions of the ncome Tax Act enabling them to do so, in order to
allocate for purposes of the Income Tax Act the whole or any part of the accumulating income in
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any taxation year to such Beneficiary, In addition to all other powers conferred upon them by
other provisions of this Indenture, the Trustees are authorized at any time to pay to any Preferred
Beneficiary an amount out of the accumulating income in any year sufficient to enable such
Beneficiary to pay any increased liability of his or hers under the fncome Tax Act tesulting from
any election made by such beneficiary and the Trustees pursuant to any provisions of the ncome
Tax Act enabling them to do so, whereby some or all of the accumulating income for that
taxation year is allocated to such beneficiary for income tax purposes. Where the Trustees
consider it to be in the interests of an infant Preferred Beneficiary, the Trustees are authorized to
execute on behalf of such beneficiary an election, in the prescribed manner, pursuant to any
provisions of the Income Tax Act enabling them to do so, in order to allocate for purposes of the
Income Tax Act the whole or any part of the accumulating income in any taxation year to such
beneficiary.

Notwithstanding that the Trustees and a Preferred Beneficiary in respect of any taxation year
jointly elect in the prescribed manner and within the prescribed time set out in the Income Tax
Act that any part of the accumulating income of the Trust for the year is to be included in
computing the income of the Preferred Beneficiary for the year for income tax purposes, the
Preferred Beneficiary shall not be entitled thereby to any interest of any kind whatsoever in that
portion of the accumulating income of the Trust upon which the Prefeired Beneficiary and the
Trustees may have from time to time so elected to form part of a Preferred Beneficiary’s income
for income tax purposes.

7. LIABILITY AND INDEMNIFICATION

7.1 Trostees Indemnified - No Liability

It is understood and agreed that each and every Trustee of this Trust (including successor
Trustees) shall be deemed to have assumed his or her office on the express understanding and
agreement and condition that each Trustee of this Trust from time to time and his or her heirs,
executors, administrators and estate and effects respectively shall, from time to time, and at all
times, be indemnified and saved harmless out of the funds of the Trust Estate from and against
all claims, including costs, charges and expenses in connection therewith, whatsoever which are
brought, commenced or prosecuted against him or her for or in respect of any act, deed, matter or
thing whatsoever made, done, permifted by him or her to be done, or omitted in or about the
execution of the duties of his or her office, and also from and against all other costs, charges and
expenses which he or she sustains or incurs in or about or in relation to the affairs of the Trust,
except wrongful acts or breaches of this Indenture, and the Trustees shall not be liable for any
error in judgment.

7.2  No Deemed Indemnity of One Trustee by Another

No Trustee shall be deemed to have indemmified any other Trustes or Trustees against any
losses, costs, claims, charges or expenses brought against or sustained or incurred or suffered by
any other Trustee who has guaranteed or is personally lable for any debt or other obligation of

the Trust, notwithstanding that such debt or obligation is incurred or assumed for the benefit of
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and in the operation of the Trust, unless such indemnification shall be in writing executed by that
Trustee or those Trustees so indemnifying the Trustee or Trustees becoming liable as aforesaid,
in their or his or her personal capacity; provided, however, that the Trustees are authorized from
time to time to give indemnities from the Trust to any Trustee who has undertaken or is about to
undertake any liability on behalf of the Trust or any other person, or firm, or corporation in
whom the Trust is interested, and to secure such Trustee (or any other person undertaking any
liability on behalf of the Trust) against loss, by mortgage, pledge of, or charge upon the whole or
any part of the real and personal property constituting the Trust Estate, by way of security.

7.3 No Liability unless Wroneful Act

No Trustee shall be liable for the acts, omissions, receipts, neglects or defaults of any other
Trustee or person, firm or corporation employed or engaged by the Trust, or for joining in any
receipt or act of conformity, or for any loss, damage or expense occasioned by the Trust through
the insufficiency or deficiency of any security in or upon which any of the monies of or
belonging to the Trust shall be placed out or invested, or for any loss or damages arising from the
bankruptey, insolvency or tortious act of any person, firm or corporation with whom or which
any monies, securities or property of the Trust shall be lodged or deposited, or for any loss
occagioned by error in judgment or oversight on his or her part, or for any other loss, damage or
misfortune which may happen in the execution of the duties of his or her respective office or in
relation thereto, unless the same shall happen by or through his or her own wrongful act.

7.4 May Rely upon Reports

The Trustees may rely and act upon the accuracy of any statement or report prepared by the
auditors for the Trust or any report or opinion from any solicitor for the Trust, and shall not be
responsible or held liable for any loss or damage resulting from acting upon such statement,
opinion or report.

7.5  Lien on Trust Property

The Trustees jointly shall have a first and paramount lien charge on all of the assets from time to
time comprising the Trust (subject only to any specific charge or security from time to time
given by them in the carrying out of this Trust) as security to them for the payment of all sums
and monies which the Trust Estate is charged with paying to them pursuant to the indemnities
and protection of their personal estates as provided in this Article and elsewhere in this
Indenture. Such lien shall extend to cover and include the capital of the Trust as well as the
income therefrom and the future income of the Trust Estate.

For the purpose of enforcing such lien, and in the event that the cash, or income or capital of the
Trust Estate in the hands of the Trustees shall at any time, or from time to time, be insufficient
for the payment of monies properly due to the Trustees as in this Indenture provided, or as by
law provided, then in each such event, and from time to time, the Trustees shall be entitled to sell
all or such portion of the Trust Estate and assets comprising the Trust Estate as may be necessary
to pay and discharge the monies so payable, and to utilize the proceeds of any such sale for such

purpose.
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7.6  No Liability for Losses

No Trustee purporting to act in the execution of the Trusts or in the purported exercise of the
power and authority hereby conferred or in performing any duties herein imposed shall be lable
for any loss unless it be proved that such loss is directly attributable to his or her own dishonesty
or to his or her own wrongful act of commission or omission, and known by him or her to be a
breach of the terms of this Indenture and, in particular, no Trustee shall be bound to take any
proceedings, whether in court or otherwise, against any other Trustee for any breach or alleged
breach of Trust committed by any such Trustee, unless he or she shall first receive a full and
complete indemnity from the Trust and the Beneficiaries for the time being thereof and an actual
cash deposit of his-or her costs and expenses in connection therewith.

7.7  Indemnity for Fines Penalties, Damages, etc.

Should the Trustees, for any reason, fail to assess or report or pay any taxes that may be subject
to assessment or payment during the currency of this Trust, and for which the Trustees might be
responsible, the Trustees shall not be liable for any such failure; and in the event that the
Trustees should be called upon to pay any such taxes, or penalties, or other charges thereon, any
such money so paid out by the said Trustees shall be returned to them out of the income of the
Trust Estate, and if the capital and income have been expended by the Trustees before such
payment or disbursement, then and in that event, there shall be refunded to the Trustees out of
the capital of the Trust Estate all such monies paid out and expended by them. This provision for
indemnity and reimbursement shall also extend to and apply to any other fines, levies,
assessments, and damages levied against the Trustees, whether by a court or otherwise, in respect
of or arising out of any matter or thing done or omitted to be done in connection with the
management and operation and administration and carrying out of this Trust.

1.8 Not Liable for Debts

The Trustees shall nol be personally liable for any monies that become due or for any claims
against the Trust or upon any investment executed by the Trustees under the provisions hereof,
but the Trustees shall have power to bind the Trust Estate without rendering themselves
personally liable. The legal title to all property belonging to the Trust shall be and remain vested
in the Trustees and their successors until the termination of this Trust as provided by this
Indenture, '

7.9 Imsurance Policies

The Trustees shall not be responsible for the form, genuineness, validity, sufficiency or effect of
any policy of insurance at any time forming part of the Trust Estate, or for the act of any person
which may render any policy null and void, or for the failure of the insurance company or issuing
body to make payment under such policy when proceeds thereunder become due and payable, or
for any delay occasioned by reason of any restriction or provision contained in any such policy,
or if for any reason (other than failure to pay premiums as provided for in this Trust) any policy
shall lapse or the proceeds thereunder otherwise become uncollectible; provided that the Trustees

- 1260



- ﬁ - By S M @ B G i

18

shall be liable for the payment of premiums only to the extent of the assets from time to time
available in their hrands to satisfy the premium payments.

7.10 Exercising of Discretions

Every discretion or power in this Indenture or by law conferred on the Trustees shall be an
absolute and uncontrolled discretion or power and no Trustee shall be held liable for any loss or
damage occurring as a result of the Trustee’s concurring or refusing or failing to concur in an
exercise of any such discretion or power.

8. DELEGATION OF AUTHORITY OF TRUSTEES AND EXECUTION OF
DOCUMENTS -

8.1 Limited Right to Divide and Delegate Amongst Selves

The Trustees may divide the duties of their offices between them as they may from time fo time
deem advisable, and further, any Trustee, with the consent of his, her or its Co-Trustee or Co-
Trustees may be relieved of any and all powers, duties and discretions in and by this Indenture
vested in or imposed upon him, her or it, by delivering to the other Trustee or Trustees an
instrument in writing delegating the same, or any part thereof, ta such other Trustee or Trustees
(being the remaining Trustee or Trustees) and any act done or decision made pursuant to such
written instrument shall be binding upon and not subject to question or challenge by any person
whomsoever. The Trustees, by instrument in writing, may provide that only one or more of their
number may exercise any and all powers, duties and discretions vested in them jointly, but
provided always, that any such delegation of powers, duties and discretions shall only relate to
the management and administration and operation of the Trust or any property, business, firm,
investment or other asset in which it is interested, and shall under no circumstances apply or
permit the delegation of any power, duty or discretion vested in the Trustees in relation to the
power to appoint or advance income or capital of the Trust Estate to or amongst any one or more
of the Beneficiaries herein,

8.2 Execution of Documents

No contract, document, instrument, promissory note, bill of lading, commercial instrument or
other paper writing required to be signed, made on behalf of the Trust and purporting to bind the
Trust, shall in fact be binding upon the Trust unless the same is executed in the manner and by
the person or persons designated from time to time by the Trustees, and only those confracts,
documents, instruments, promissory notes, bills of lading, commercial instruments or other paper
writings required to be signed, exccuted in the foregoing mamner shall be valid and binding upon
the Trust without further authorization or formality; provided, however, that the Trustees for the
time being acting unanimously shall be entitled to vary, alter or amend the provisions contained
in this Paragraph, from time to time, and the Trustees shall be enfitled in any specific instance to
authorize any one or more of their number or any other person, firm or corporation o execute
contracts, documents and instruments in writing and cheques, drafts, or orders for payment of
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money, and notes, and acceptances and bills of exchange in relation to any accounts operated on
behalf of the Trust at any chartered bank or trust company or other financial institution.

8.3 Incapacity of a Trustee

In the event that any Trustee herein shall be so incapacitated by reason of illness or infirmity that
lie or she is temporarily incapable of acting as a Trustee hereunder and of empowering any other
Trustee hereunder to act on his or her behalf as aforesaid, then the other Trustee or Trustees
hereunder may act on behalf of the Trustee so incapacitated and any act so performed by the
other Trustee or Trustees hereunder shall be as valid and effectual as though the Trustee who is
incapacitated had concurred therein, but the incapacitated Trustee shall not be responsible for
any loss occasioned by any act of the Trustee or Trustees who shall have acted on his or her
behalf. Provided that if the incapacitation of any Trustee be permanent (and for this purpose, but
without limiting the generality of the meaning of the term “permanent incapacitation”, ninety
(90) days of being unable to act shall be deemed to be a permanent incapacitation) then the
Trustee shall be deemed to be unable to act and the provision for substitution of a Trustee shall
becorme applicable.

9. RECORDS AND ACCOUNTING

9.1 Trust Records and Limit on Duty to Account

The Trustees shall keep or cause to be kept such records and books of account with respect to the
Trust Estate as in their absolute discretion they deem to be adequate to reflect the transactions
and dealings of and the assets and liabilities of the Trust.

9.2 Successor not Liable for Predecessor Trustee

No successor Trustee shall be required or be under any duty to examine, question or verify, or
audit the books, records or accounts of any predecessor Trustee, and it shall not be necessary for
any Trustee who resigns or is removed from office hereunder, or for any other reason, including
his or her death, is no longer a Trustee, to account for his or her protection to anyone, provided
that the said Trustee or his or her estate, as the case may be, shall have received a release signed
by any one of the remaining Trustees who continue in office.

9.3 Final Accounting on Termination and Release

Upon the final termination of the Trusts created under this Trust Indenture, the Trustees shall
render a final account and report to the Capital Beneficiaries entitled to receive the Trust Estate
at such tine and shall be entitled to require such Capital Beneficiaries, prior to the distribution of
the Trust Estate in accordance with the provisions of this Indenture, to release and discharge the
Trustees of and from every and any claim, demand, accountability, or liability, of every nature
whatsoever, and by whomsoever asserted, arising from any matter or thing done or omitted to be
done in connection with the agreement or any Trust created by this Indenture, or the
administration of any such Trust, during the period in respect of which the account of the
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Trustees is being submitted. Every such settlement, release and discharge shall be conclusive and
binding upon, and shall be an absolute protection of the Trustees against all claims of any
Income Beneficiaries, remaindermen, or other persons who might then or thereafter have or
claim any interests under this Indenture, and no such Income Beneficiary, remainderman, or
other person shall have any right of accounting or claim, or any cause of action against the
Trustees arising from any matter or thing done or omitted to be done in connection with this
Indenture or any Trust created by this Indenture or the administration of any such Trust during
any such period in respect of which the account of the Trustees shall be so settled.

10. REPLACEMENT OF TRUSTEES AND PERSONS ENTITLED TO APPOINT
TRUSTEES

10.1 Incompetency — Bankruptey - Residency

The office of Trustee shall be ipso facto determined and vacated if any Trustee, being an
individual, shall be found to be a mentally incompetent person, or shall enter into banlkruptcy or
insolvency proceedings (whether voluntary or compulsory) or if he or she shall be declared
bankrupt or insolvent, or if such Trustee, being a corporation, shall enter into liguidation,
whether compulsory or voluntary (not being merely a voluntary liquidation for the purpose of
amalgamation or construction). Notwithstanding the provisions of the Trustee Act (Ontario) or
any statutory provisions from time to time in force of the same or like effect, no person who
from time to time may be a Trustee hereof whether original, substituted or additional, shall at any
time be required to be a resident of the Province of Ontario or of the Dominion of Canada.

10.2- Resignation in Writing

Each Trustee has the power and authority to resign his or her Trusteeship at any time during the
continuance of the Trust, by directing a letter in writing served personally, or by prepaid
registered mail, to that effect to any other Trustee for the time being and to the persons entitled to
appoint Trustees, and only such resignations submitted in the foregoing manner shall be of any
effect whatsoever in permitting a Trustee to resign and withdraw from this Trust, The said
resignation shall be effective from the date on which the said resignation states that it is to be
effective, or if it does not state a date, then it shall be effective from the date upon which such
resignation is so received.

The persons entitled to appoint Trustees have the power and authority to request the resignation
of a Trustee at any time during the continuance of the Trust, by directing a letter in writing
served personally, or by pre-paid registered mail, to that effect to the said Trustee, The said
Trustee shall be deemed to have resigned effective from the date on which the said letter states
that the resignation is to be effective, or if it does not state a date, then the deemed resignation
shall be effective from the date of the said letter,
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10.3 Appointment of New Trustee

If any Trustee resigns from this Trust either pursuant to a request by the persons entitled ta
appoint trustees in Paragraph /0.2 or otherwise, or by the terms of this Indenture becomes
incapable of acting as a Trustee (hereinafter called the “Departing Trustee”), the persons entitled
to appoint Trustees shall appoint a new Trustee to replace such Departing Trustee, such
appointment to be effective on a date contemporaneous with the date of the Departing Trustee’s
incapacity or resignation. Every person so appointed as a Trustee hereunder shall, as well before
as after the Trust Estate becomes by law or by acceptance or otherwise vested in him or her, have
the same powers, authorities and discretions, and may in all respects act as if he or she had been
originally appointed a Trustee by this Agreement.

10.4 No Interference by Beneficiary

No Beneficiary, in their capacity as a Beneficiary, of this Trust shall be entitled to interfere in the
selection, removal, resignation and appointment of successor Trustees under this Indenture.

10.5 Property Vests in Successor Trustee

The title of the Trust Estate held by any Trustee who is no longer in office shall vest forthwith in
any successor Trustee, without further formality but, in any event, if requested, any resigned or
removed or otherwise retired Trustee shall execute all instruments and do all acts necessary to
vest such title as he or she may have had in the Trust Estate in any successor Trustee of record,
without court accounting or other formality.

10.6 Continuing Indemnity to Former Trustees

' All indemnities, protection and liens granted to the Trustees under this Indenture shall continue

to run in favour of any Trustee who is no longer holding the office of Trustee, in respect to any
losses, claims, damages, expenses, guarantees or other obligations endured, suffered, expended
or occasioned by him or her during such time as he or she was a Trustee, or which may continue
notwithstanding that he or she is no longer a Trustee, in the same manner as though he or she
were still a Trustee.

10.7 Notice of Change

Notices of all changes in Trusteeship by reason of the appointment of a new trustee in

accordance with the provisions of this Indenture shall be executed by the party entitled to replace
a Trustee or fill a vacancy in the office of Trustee in accordance with the provisions of this
Indenture. Notices of all other changes in trusteeship shall be endorsed on or attached to this
Agreement and shall be signed by the surviving or continuing Trustees. Each such notice shall be
sufficient evidence to any person having dealings with the Trustee for the time being hereof as to
the facts to which it relates.
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10.8 Incapacity of the Persons Entitled to Appoint Trustees

In the event that all persons entitled to appoint Trustees (hereinafter called the “Disabled
Persons”) shall be so incapacitated by reason of illness or infirmity that they are temporarily
incapable of acting hereunder, then a new person entitled to appoint Trustees or persons in
respect of whom such aunthority may be jointly vested, if any, (hereinafter called the “Other
Person™), may act on behalf of the Disabled Persons so incapacitated and any act so performed
by the Other Person shall be as valid and effectual as though the Disabled Persons had concurred

therein, but the Disabled Persons shall not be responsible for any loss occasioned by any act of

the Other Person who shall have acted on their behalf, Provided that if the incapacitation of any
Disabled Persons be permanent (and for this purpose, but without limiting the generality of the
meaning of the term “permanent incapacitation”, ninety (90) days of being unable to act shall be
deemed to be a permanent incapacitation) then such person shall be deemed to be unable to act
and the provision for substitution of such person shall become applicable,

10.9 The persons entitled to appoint Trustees shall be deemed to be incapable of acting as
persons entitled to appoint Trustees hereunder and a new person entitled to appoint Trustees shall
be automatically substituted or appointed in accordance with this Article and Paragraph 1.14
hereof upon the death or incapacity of such person entitled to appoint Trustees (or both such
persons entitled to appoint Trustees, if jointly named), if such person (or both such persons, if
jointly named) shall enter into bankruptcy or insolvency proceedings (whether voluntary or
compulsory) or shall be declared bankrupt or insolvent or are desirous of being discharged from
the position of persons entitled to appoint Trustees or refuse to so act or continue to act, or (being
a company) is put into liquidation (whether voluntary or compulsory) or shall enter into
bankruptey or insolvency proceedings (whether voluntary or compulsory) or otherwise ceases to
exist or passes a resolution to the effect that it or they desire to be discharged from the position
of persons entitled to appoint Trustees.

10,10 Whenever occasion arises for appointing new persons entitled to appoint Trustees, such
new persons entitled to.appoint Trustees shall be appointed by deed in writing or by Will or
Codicil signed by the persons entitled to appoint the persons entitled to appoint Trustees or his or
her delegate as provided for in Paragraph /.74 and the same shall be effective at the later of the
time that the persons entitled to appoint Trustees is by the terms of this Indenture unable to act as
persons entitled to appeint Trustees hereunder, and when the document or certified copy thereof
effecting the appointment is received by the Trustees who shall cause a memorandum of such
appointment to be attached to this Indenture.

10.11 If at any time there is for a period of six months where no persons are entitled to appoint
Trustees, the Trustees shall, from the expiration of that period and unless and until any persons
entitled to appoint Trustees are appointed, have power themselves to appoint a person other than
one of the Trustees to be the persons entitled to appoint Trustees and any appointment duly made
by them under this power shall have effect in all respects as if it has been duly made in
accordance with this Article.

10,12 If and whenever and so long as there is no persons entitled to appoint Trustees capable of
acting, a memorandum to that effect shall be endorsed on, or permanently attached to, this
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Indenture and all the provisions of this Indenture shall be read and have effect as though
references to thie persons entitled to appoint Trustees or the consent of the persons entitled to
appoint Trustees were omitted.

10.13 Save as otherwise provided in this Indenture, if at any time there shall be more than one
person or corporation holding the office of persons entitled to appoint Trustees or any of the
powers or rights appertaining thereto, they shall be required to be unanimous in discharging such
office or exercising such power or powers. :

10.14 The persons entitled to appoint Trustees shall not owe any fiduciary duty towards nor be
accountable to any person or persons from time to time interested hereunder nor to the Trustees
for any act of omission or commission of the persons entitled to appoint Trustees in relation to
the powers given to the persons entitled to appoint Trustees by this Indenture to the extent that
the persons entitled to appoint Trustees shall (in the absence of frand or dishonesty) be free from
any liability whatsoever in relation to such powers. »

10.15 The persons entitled to appoint Trustees shall be entitled to reimbursement of all proper
expenses incurred by them in relation to the performance of their powers and duties hereunder
and to reimbursement of any expenses incurred in the prosecution or defense of any legal
proceedings or in seeking counsel’s opinion arising in connection with the exercise or non-
exercise of their powers and duties hereunder,

11. TRUSTEES’ POWERS

11.1  Widest Latitude and Discretion

The term “powers”, as used in this Paragraph, shall be deemed to mean and inclnde those things
which the Trustees may, in their sole and absolute discretion, do or refrain from doing in the
management, supervision and carrying out of this Trust, and the doing or refraining from doing
of any act shall not violate any duty to any Beneficiary, or potential Beneficiary, whether of
capital or of income of the Trust Estate. Any powers specifically expressed herein shall be
deemed to be in addition to all inherent powers which the Trustees otherwise would have by law,
and shall be in addition to any powers necessarily or reasonably implied from the terms of this
Indenture. The Settlor hereby states and declares that it is the intention that in the management,
operation, supervision, administration and carrying out of the terms of this Indenture, the
Trustees are to have the widest possible latitude and discretion, and in carrying out their rights
and duties hereunder, the Trustees shall have all the powers and capacities that a natural person
would have in the investment, management, supervision and administration of his or her own
properties, excep! as limited by the terms of this Indenture,

11.2  Trust Deed Self-Contained

The Trustees shall be entitled to exercise their said powers and authority in their sele and
absolute discretion, whenever, and as often, from time to time, as they shall deem advisable until
actual and final distribution of the Trust Estate and the termination of the Trust, without
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application to or approval by any court, or “Children’s Lawyer” or like official, for any province
or state or country, and as to which their judgment shall be final and binding upon all parties
interested or potentially interested in this Trust, and no person, firm or corporation having any
dealing with the Trustees or the Trust shall be charged with any duty to enquire into the propriety
of or the authority for any action, deed or thing done by the said Trustees.

11.3 Powers not Exhaustive

It is further agreed that where, by any provisiouns of this Indenture, whether expressed or implied,
or by any inherent power and authority of the Trustees, an authority or power is conferred upon
or is exercisable by the Trustees, or a duty is imposed upon the Trustees, such authority or power
shall be exercisable and such duty shall be performed by such Trustees, as there may be from
time to time, and as the Trustees in their sole and absolute unfettered discretion determine, and it
is further provided that no single exercise of any such power or authority and no one
performance or non-performance of any such duty shall be taken to exhaust any such power or
authority or to be a complete performance of any such duty where a continued performance
thereof shall be necessary, desirable or requisite in the sole and unfettered discretion of the
Trustees.

114 General and Specific Powers

In order to remove any doubts, and for the sake of greater clarity and certainty, but without in
any way limiting the generality and broadness of the powers hereinbefore or hereinafter
elsewhere in this Indenture conferred upon the Trustees (and the parties hereto do hereby further
declare and agree that the rule of law “expressio unius, exclusio alterius” shall not be applied in
the interpretation of this Indenture to curtail or limit in any way the generality and broadness of
the powers conferred upon the Trustees) the Trustees shall have, and are declared to have the
following powers and authorities:

Investments

11.4.1 To invest and reinvest the Trust Estate and sell (whether by public or private sale and
whether for cash or on credit or partly for cash and partly on credit), assign, transfer, mortgage,
pledge, hypothecate or otherwise encumber the Trust Estate or any part thercof at any time or
times and to make such reinvestment of the proceeds of any such transaction as the Trustees in
their absolute discretion may deem expedient or advisable and it is especially declared that the
Trustees may make or retain any investments which they consider advisable notwithstanding that
such investments may not be in the form of investments in which Trustees are authorized to
invest trust funds.

11.4.2 To retain any property as an investment, without regard to the proportion such property
or property of similar character so held may bear, to the entire amount of the Trust Estate, If
securities or other property at any time constituting a part of the Trust Estate shall come to be
regarded as speculative, nevertheless, the Trustees are authorized to retain such securities or
other property in their discretion either for salvage or for permanent holding and, in either case,
such retention may be for the duration of the trust or trusts and the Trustees are expressly
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relieved from any obligations to dispose of the same by reason of such happening. Upon
reinvestment of any of the funds of the Trust Estate, the same may be reinvested by the Trustees
in such securities or other assets as the Trustees may determine, whether or not the same be legal
for investment of trust funds.

Sale and Disposal

11.4.3 To sell any part of the Trust Estate for cash or upon credit or part credit with or without
security.

11.4.4 To abandon any property, real or personal, which the Trustees shall deem to be worthless
or not of sufficient value to warrant keeping or protecting; to abstain from the payment of taxes,
rents, assessment, repairs, maintenance and upkeep of any such property; to permit any such

property to be lost by tax sale or other proceedings, or to convey any such property for & nominal -

consideration or without consideration.
Companies

11.4.5 To incorporate any company or companies under the laws of any jurisdiction in the
world, including without limitation, any state, nation, country, province and principality at the
expense of the Trust Estate for the purpose of investing the whole or any part of the Trust Estate
wholly or partly in shares or other securities of such company or companies.

11.4.6 To retain in their existing form as investments of the Trust Estate for so long as the
Trustees in their discretion shall see fit any shares, bonds, debentures, securities or other
evidences of indebtedness in any company without being responsible for any loss occasioned
thereby.

11.4.7 To vote in person or by proxy upon the securities held by them and to delegate their
discretionary powers in respect thereof, to exercise options, conversions, privileges or rights to
subscribe for additional securities attaching to any securities held by them and to make payment
therefor and to consent to or participate in dissolutions, reorganizations, consolidations, mergers,
pooling agreements, reconstructions, amalgamations, voting trusts, or sales affecting securities of
companies held by them and in such connection to delegate their discretionary power and pay
assessments, subscriptions and other charges; and to vote for the election of themselves or of any
one or more of themselves to any executive office or to membership on any board of directors or
executive or other committee of any such corporation or association, and to serve in any such
office or on any such board or comumittee and accept and receive remuneration for such services
without diminution of their compensation as fiduciaries hereunder and without being required to
account therefor; to grant proxies, discretionary or otherwise, in connection with any shares of a
corporation, to vote at meetings of shareholders or of directors; to transfer shares to the Trustees
or any of them or fo other individuals for the purpose of representation and for the purpose of the
appointment of such persons as directors and/or officers.

11.4.8 To unite with other owners of property similar to any which may be held at any time in
this Trust (or property which can be conveniently dealt with jointly) in carrying out any plan for
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the consolidation, subdivision or merger, dissolution or liquidation, foreclosure, lease or sale of
the property, incorporation or reincorporation, reorganization or readjustment of the capital or
financial structure of any corporation, company or association the securities of which may form a
portion of this Trust; to become and serve as a member of any stockholders’ or bondhalders’ or
creditors’ protective committee; to present proposals; to oppose proposals presented; to approve
or disapprave what is discussed, and to protect against any matter or thing which the Trustees
might consider contrary to the best interest of this Trust; to deposit securities in accordance with
any plan agreed upon; to pay any assessments, expenses and sums of money that may be
required for the protection or furtherance of the interests of the Beneficiaries of this Trust with
reference to any such plan; and to receive and retain as investments of this Trust any new
securities issued as a result of the execution of such plan, whether or not they would be
authorized investments but for this provision of this Indenture,

Realty and Personalty

11.4.9 To manage real property entrusted to them or from time to time held by them hereunder
arid to make such ordinary and extraordinary repairs and such alterations and improvements
thereon as they shall deem advisable; to raze buildings and erect new buildings; to subdivide and
plot real property; to lay out real property; to lay out and dedicate ways and public places; to
grant or release easements; and to enter into any agreement of any kind with respect to real
property including, without limitation, partition, party wall and boundary line agreements; and
agreements of any other kind with respect to real property; to make any payment for repairs,
alterations and improvements or in connection with management out of principal or out of
income or partly out of principal and partly out of income, as they shall deem proper.

11.4. 10 To lease or license at any time and from time to time real property or interests in
real property entrusted to them or from time to time held by them hereunder for such term or
terms of months or years, to begin presently or in the future, as to them may seem proper, even
though such lease, leases, license or licenses shall be for a term or terms exceeding that
especially authorized by law and be beyond the time of the termination of a Trust Estate herein
created, such leases or licenses to be with such options to the lessees or licensees of renewal
and/or purchase or for the purchase or disposal of buildings therein or to be placed thereon, and
upon such covenants, terms, conditions, agreements, and provisions as to them shall seem
proper; and in connection therewith to make, execute, acknowledge and deliver any and all
instruments that may be necessary, proper or desirable, including, without limiting the generality
of the foregoing, powers of attorney.

11.4.11 To renew and keep renewed any mortgage or mortgages upon any real or personal
property. :
11.4.12 To acquire, from time to time, and in any manner whatsoever, any whole or

fractional or undivided interest or interests in any real, or personal, movable, or immovable
property or properties, including, without limiting the generality of the foregoing, any whole or
fractional or undivided interest or interests with other persons, both individual and corporate or
trusts or estates, as tenants in common, as joint tenants or as partnership property or howsoever.
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11.4.13 To partition and to appropriate any real or personal property forming part of the

. Trust Estate in its then actual condition or state of investment in or towards satisfaction or

payment of any share in the Trust Estate and to charge any share therein with sums by way of
equality of partition. And for these purposes, power 0 determine the value of the Trust Estate
and any part or parts thereof in any manner the Trustees see fit. Any such valuation as aforesaid,
notwithstanding any fluctuation in market value, shall be final and binding upon all Beneficiaries
of the Trust, notwithstanding that one or more of such Trustees may be beneficially interested in
the property appropriated or partitioned.

11.4.14 To release any property affected by charge or inortgage in whole or in part for
such consideration or without consideration as the Trustees may consider proper and to give a
discharge thereof.

11.4.15 To insure the Trust Estate against fire, casualty or other loss or liability and to
bond agents and employees; and to purchase and pay the premiums on policies of insurance
against fire, other casualty or public liability or other insurance of a similar character, but they
shall not be liable for any omission to purchase any insurance or to purchase a particular amount
of any type of insurance.

11.4.16 Out of rents, profits, interest or other income received, to set up reserves for taxes,
assessments, insurance, repairs, depreciation, obsolescence, and general maintenance of
buildings, and any other property forming part of the Trust, and for such other purposes as
reserves might properly be established for the due carrying on of the purposes and intent of this
Trust.

Business and Commercial Ventures

11.4.17 To enter into partnership or limited partnership for the purpose of carrying on any
business or holding or investing any property, real or personal, movable or immovable, as a
partner, as a general partner or as a limited partner and to enter into any arrangement for sharing
profits, union of interest, co-operation, joint venture, reciprocal concession, syndication or
otherwise with any person, firm, trust, estate or corporation, and for any such purposes, to
appoint attorneys, managers and others with full power to carry out such purposes.

11.4.18 Without being liable for any loss occasioned thereby, to carry on any business
either alone or in partnership with any person or persons, corporations, trusts, or estates who may
be a partner or partners therein for the time being for such length of time as the Trustees in their
discretion may consider to be in the best interests of the Trust; and to do all things necessary or
advisable for the carrying on of any such business or businesses (and without limiting the
generality of the foregoing) the Trustees shall have the following special powers:

(a)  power to employ in any such business or businesses or to withdraw therefrom all or any
part of the capital of the Trust Estate from time to time with or without taking security;
and to employ in the conduct of any such business, enterprise, investment or venture such
portion of the capital or income of the Trust Estate as they deem necessary;
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(b)  power from time to time upon the expiration of the term of any partnership to renew the
same for any period determined or otherwise and at any time or times to vary all or any of
the terms contained in any partnership articles;

(6)  power to arrange and agree for the introduction at any time or times of any person or
persons as a partner or partners therein and as to the division of the profits thereof or the
payment of any sum in lieu of profits to any partner and as to the hiring or employment of
any person or persons therein (including any one or more of the Trustees) at such salary
or remuneration as the Trustees in their discretion may think proper and as to the
extension or curtailment of any such business or the adoption of any new line of business.

11.4.19 With respect to any business, enterprise or investment or venture which the Trust
may own or be financially interested in the Trustees shall be empowered and authorized to
delegate such duties, with the requisite powers, to any employee, manager, or partner, or
otherwise as they may deem proper, without liability for such delegation; and to employ in the
conduct of any such business, enterprise, investment or venture any such persons, firms or
corporations as they deem necessary and to remunerate such employees; and to borrow money
for any such purpose, either alone or along with other persons financially interested in the said
business, enterprise, investment or venture and to secure such loan or loans by a pledge or
mortgage not only of the property or interest in the business but also of any part of the Trust, as
the Trustees may deem proper; and generally, to exercise with respect to the continuance,
management, sale or liquidation of any business, or business interest, or enterprise, investment or
venture all the powers which a natural person could have exercised, the intention of the Settlor
being to grant to the Trustees every power which can be delegated.

11.4.20 The net annual profit of any such business, or the share of the Trust Estate in such
net annual profit, shall be deemed to be income of the Trust Estate. The Trustees in computing
such profits shall observe nsnal commercial accounting practice applicable to any such business
and may set aside such reserves as the Trustees in their discretion consider appropriate and may
take the allowances and adjustments proper in any type of business. Provided nevertheless that
the Trustees’ decision as to the amount of the net annual profit of any such business shall be final
and binding upon all Beneficiaries of the Trust.

Insurance

11.4.21 To retain any life insurance policy entrusted to them or from time to time held by
them hereunder; to purchase insurance on the life of any Beneficiary hereunder or on the life of
anyone and to select such type of policy and mode of premium payments as they may deem
advisable. To accept as assignee, for a consideration or as a donation, any policy of life
insurance; lo exercise all rights with regard to such retained or acquired insurance as the policy
contracts grant to the owner thereof; to pay premiums on such policies either out of the capital or
out of income or partly out of capital and partly out of income as they shall deem proper; to
name as beneficiaries of said policies either the Trust, or the Beneficiaries hereof, in accordance
with their respective interests in the Trust, either as irrevocable or ordinary beneficiaries, to
purchase annuities for one or more Beneficiaries in accordance with their respective interests in
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the Trust and to select such type of annuity and mode of payment therefor as they may deem
advisable.

114,22 All terms of the life insurance policy or policies obtained by the Trustees and all
provisions as to the time and manner of payment of any money for premiums that shall come due
thereunder shall be decided solely in the discretion of the Trustees and the company or
companies respectively issuing such policy and such company or companies shall be fully
released and discharged by the payment to the Trustees of all monies that may be due or payable
at any time under the said policies and shall be under no liability to the Settlor or to the
Beneficiaries in connection therewith,

11.4.23 If at any time or times the Trustees in their absolute discretion consider that it is
no longer advisable to continue to maintain in force or to hold any life insurance contract as part
of the Trust Estate, to dispose of such life insurance contract in such manner, at such time, for
such price and upon such terms as they in their absolute discretion consider advisable.

Borrowing and Lending

11.4.24 To lend the Trust Estate or any part thereof upon any security which they may
deem sufficient or upon no security whatever.

11.4.25 To enter into guarantees or indemnifications for the benefit of the Beneficiaries
and persons, firms or corporations other than the Beneficiaries and to give security therefor as
the Tristees may in their discretion decide.

11.4.26 To borrow money from themselves individually or from others, either without
security or upon the security of any of the property, real or personal, entrusted to them or from
time to time held by them hereunder, for such purposes and upon such terms and conditions as
they shall deem advisable and without limiting the generality of the foregoing, for the payment
of taxes, debts, duties, legacies or expenses and to mortgage, pledge, hypothecate or otherwise
encumber, any or all of such property to secure the repayment of money borrowed; and to extend
or modify any such encumbrances.

Administration

11.4.27 Wherever the Trustees may be directed or authorized to pay or apply the annual
net income of the Trust Estate to one or more Beneficiaries alive at the end of any year, the
Trustees may pay such annual net income in annual or more frequent periodic payments during
such year, and for such purposes the Trustees at any time or times during such year are hereby
specifically authorized and smpowered to make reasonable estimates of the annual net income
for such year in order to ascertain the amount of the annual net income which has accrued to the
date of such periodic payment. In the event that the annual net income shall in fact be less than
the amount so paid to the Beneficiaries during such year, the Trustees shall not be responsible for
any such deficiency. And further, the Trustees shall not be responsible for any payment of
income to any Beneficiary during such year as aforesaid in the event that such Beneficiary
should not be alive at the end of snch year, and the Trustees shall not be obliged to take any steps
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ta recover any such payments. And further, the recipient of any such amounts shall not be liable
to the Trust or any Beneficiary thereof.

11.4.28 Any Trustee who, or whose wife, husband or issue, may be interested pecuniarily
or otherwise in the result of any exercise of a discretion vested in the Trustees may, if he or she
so thinks fit (but shall not be obliged to), leave the real exercise of such discretion to his Co-
Trustees, or Co-Trustee, for the time being, concurring therein merely as a formal party.

11.4.29 To compromise, settle, waive or pay any claim or claims at any time due to or due
by the Trust for such consideration, and upon such terms and conditions as the Trustees may
deem advisable, and to refer to arbitration all such claims if the Trustees deem same advisable.

11.4.30 To institute and defend proceedings at law and to proceed to the final
determination thereof or compromise the same as the Trustees shall consider advisable.

11.4.31 To determine all questions and matters of doubt which may arise in the course of
the management, administration, realization, liquidation, partition or winding up of the Trust.

11.4.32 To dispense with the making of any provisions for or on account of any monies
paid as premiums on the purchase of securities or other property forming part of the Trust Estate.

11.4.33 To register any property in the names of their nominees or in their own names or
to hold the same unregistered or in any such form that title shall pass by delivery, but without
thereby increasing or decreasing their liability as Trustee,

11.4.34 To engage in transactions with the Settlor or with any of the Trustees, provided
that such transactions are in the opinion of the disinterested Trustee or Trustees on the same basis
as might reasonably be negotiated with any stranger,

11.4.35 To hold the Trust Estate or any part or parts thereof at any place or places and to
move the same from place to place inside or outside Canada.

11.4.36 To the full extent otherwise permitted by law, to withhold from election and to
allocate as between any one or more of the Beneficiaries of this Trust to the exclusion or
otherwise of any of them, any or all income tax credits or allowances and other adjustments of a
like nature, including without limiting the generality of the foregoing, capital cost allowance,
depletion allowance, dividend tax credits and foreign tax credits, and in such manner and
proportions ag the Trustees in their sole discretion shall from time to time see fit.

11.4.37 In the event of the Trust Estatc or any portion thereof becoming liable to or
subject to succession duties, probate duties, probate fees, inheritance tax, estate taxes or death
duties or any of them, by reason of the death of the Settlor or any other person, and in the event
that such deceased person shall not have made alternative arrangements for payment thereof, to
pay out of the capital of the Trust Estate the amount of such duties, fees and taxes, and for such
purpose to sell such portion of the investments representing the Trust Estate as may be necessary
and to charge any monies so paid in such manner as they consider proper.
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11.4.38 To employ counsel, solicitors, accountants and agents and to employ persons in
any business or trade, to transact any business or trade or professional duty or to do any act in
relation to the Trusts hereof, including the execution of documents and the receipt and payment
of money, and to determine the amount of their reasonable compensation and to pay the same
and to reimburse themselves from and out of income or capital of the Trust Estate as they in their
discretion consider proper and to further reimburse themselves from and out of income or capital
of the Trust Estate as they consider proper for all other necessarily and properly incwred
expenses in the administration of the Trust.

11.4.39 To pay and discharge from and out of the income or capital of the Trust Estate
such proper and reasonable brokerage expenses and any other reasonable expenses as may be
necessary in connection with the acquisition of suitable investments for the Trust Estate and the
disposition of investments representing the Trust Estate or part thereof,

11.4.40 To act on the opinion or advice of or information obtained from any lawyer,
financial adviser, valuer, surveyor, broker, auctioneer, or other experts and professional persons,
but the Trustees shall not be responsible for any loss, depreciation or damage occasioned by
acting or not acting in accordance therewith.

11.4.41 In the event that the income of the Trust Estate in the hands of the Trustees shall
at any time or from time to time be insufficient for the payment of monies properly due and
payable by or to the Trustees as in this Indenture provided, or as by law provided, then and in
each such event, to sell such portion of the Trust Estate as may be necessary to pay and discharge
the nmionies so payable and to utilize the proceeds of any such sale for such purpose.

11.4.42 Either to hold any accumulated income or any part thereof in cash or to invest the
same in any investmient of the nature and land hereby authorized.

11.4.43 Notwithstanding anything herein fo the contrary contained, to accumulate the
annual net income derived from the Trust property and to add such accumulated income to
capital to such extent as may be necessary for the purpose of making payment fo creditors in
respect of the debts and obligations of the Trust.

11.4.44 To create reserves and set up sinking funds out of income or capital or both to
meet and retire accrued or accruing taxes, as well as other such things as are generally the subject
of reserves, including insurance, repairs, improvements, obsolescence, depreciation, depletion,
debts, interest charges, and any other necessary and proper expenditures.

11.4.45 In respect of any such taxes which may, from time to time, be payable, to charge
against capital those taxes which appropriately are payable out of capital and against income
those which appropriately are payable out of income. In case of doubt as to whether a given tax
shiould be paid out of capital or income or apportioned between them, the Trustees shall be
entitled to rely and act upon the opinion of any chartered accountant, and in so doing, such
decision shall be conclugive and binding upon all interested parties.
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Banking

11.4.46 To open and operate such account or accounts as may be expedient in the opinion
of the Trustees and to deposit any cash balances in the hands of the Trustees at any time in any
chartered bank or trust company, and, for the purposes of the Trust, to draw, make, endorse,
deposit, or deal in, cheques, bills of exchange, promissory notes, drafis, or any other mercantile,
commercial or security document of any nature or kind, and to enter into contracts or agreements
of any nature or kind, with such banlc or trust company and for that purpose the signatures of all
Trustees, as Trustees, and not in their personal capacity, shall be valid and binding upon the
Trust, and all such forms as may be required to open accounts, operate same and related matters,
shall be completed in the required manner and on the forms required by such bank or trust
company, and to designate the signing authority for any such account or accounts opened by the
Trust and to delegate to the Trustees with such signing authority such powers as the Trustees
may determine to be expedient.

12. GENERAL

12.1 Third Parties Dealing with the Trust

Any person dealing with this Indenture may rely upon a copy of these presents and of the notices
endorsed thereon or attached thereto certified by the Trustess or the Trustess’ solicitor before a
Notary Public to the same extent as he might rely upon the original.

12,2 Trustees Relieved of Bonds

The Trustees, wherever resident or domiciled, shall be relieved from giving any bond or security
for the administration of this Trust in any part of Canada or any province thereof or in any
commonwealth or foreign country or place.

12.3  Trustees in their Professional Capacity

Any Trustee hereunder being a chartered accountant or solicitor or engaged in any other
profession or business may make and be paid all usual professional and other charges for work
done by him or his firm or any member thereof in relation to the administration of this Trust in
the same manner in all respects as if he were not a Trustee hereof, and also his reasonable
charges in addition to disbursements for all work and business done and all time spent by him
and his firm or any member thereof in connection with matters arising in the premises, including
matters which might or should have been attended to in person by a Trustee not being a chartered
accountant or a solicitor or other professional person but which such Trustee might reasonably
require to be done by a chartered accountant or solicitor or other professional person.
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© 13, INFANTS

13.1 If any person shall become entitled indefeasibly to a share in the Trust Estate before
attaining the age of majority, the share of such person and any income derived therefrom shall be
held and kept invested by the Trustees, and the income and capital, or so much thereof as the
Trustees in their absolute discretion may deem advisable, may be used for the benefit of such
person until he or she attains the age of majority.

13,2 Any payment made to any child during the infancy of such child may be made to either
parent, guardian, or the acting guardian, whose receipt therefor shall be a sufficient discharge to
the Trustees.

13.3  The Trustees shall have, and are declared fo have, the power and authority to make any
payment which might become payable hereunder to or for any infant, in the exercise of the
Trustees’ sole discretion, in any one or combination of the following ways:

(a)  directly to such minor;

(b)  directly in payment of the expense of support, maintenance (including, without limiting
the generality of anything herein contained, the daily, weekly or monthly costs of shelter,
food, or clothing), advancement, betterment, and schooling, development, and medical,
surgical, hospital, or other institutional care of such minor (notwithstanding that such
infant’s parent or parents may also be liable for the support and maintenance of such
nfant);

(c) to the natural guardian or legal guardian of such infant;

(d)  to any other person, whether or not appointed guardian of the minor, who shall have the
care and custody of the person of such infant,

The Trustees shall not be under duty to see to the application of funds so paid, and the receipt of
the recipient of such payment shall be a full and sufficient discharge to the Trustees provided
further that such payment, whether it constitutes income of the Trust or capital of the Trust may
be made in cash, kind or specie, in the sole and absolute discretion of the Trustees; and provided
further that the recipient of such payment shall be at liberty to redeliver such payment to the
Trustees, as Trustees for such infant, and in that event, and so often as same shall occur, the
Trustees shall hold same, invest same and otherwise deal with it under the same terms and
conditions and powers conferred upon them with respect to the original capital of the Trust and
any income arising therefrom shall be accumulated by the Trustees, or in their sole and
unfettered discretion, paid to or for the benefit of such infant, in the manner hereinbefore referred
to in this subparagraph, until such infant shall achieve the age of majority, and as soon thereafter
as is reasonably possible, the Trustees shall pay to the said infant all of the said redelivered
payments together with any accumulated income as yet unpaid to the said minor eamned thereon.
Without limiting the generality of the foregoing, such redelivery of such minor’s payments may
take the form of a loan to the Trust, or to any corporation or firm in which the Trust is interested,
or by the purchase of shares, whether common, preferred or of any other class, or other securities
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of any corporation in which the Trust is interested, or in which any of the Trustees may be
personally interested, or in which any of the parents or guardians of such infant may be
interested, and such final payment to such minor upon his attaining the age of majority may also
be in cash, specie or kind, or in the form in which the investment may be at the time of ultimate
distribution to the infant.

Neither the Trustees nor the person receiving and redelivering to the Trustees any payment for

any minor shall be liable to such minor for any loss, neglect, default, damage or reduction in
value suffered by such minor or his interest by their having so acted.

14.  EXCLUSION OF ILLEGITIMATE RELATIONS

14,1  Unless otherwise specifically provided, any reference in this Trust or in any amendment
hereto to a person in terms of a relationship to another person determined by blood or marriage
shall not include a person born outside marriage, nor a person who comes within the description
traced through another person who was born outside marriage; provided that any person who was
bom outside marriage but whose parents subsequently married one another or whose parents
would be considered spouses within the meaning provided in section 29 of the Family Law Act
(Ontario) shall not be regarded as a person born outside marriage, but shall be regarded as
having been born in lawful wedlock to his or her parents, and provided further, that any person
who has been legally adopted shall be regarded as having been born in lawfil wedlock to the
adopting parent or parents.

15. PERPETUITIES

151  Should the rule of law commonly known as The Rule Against Perpetuities apply to this
Trust or any part thereof, and but for this paragraph this Trust or any part would be void as a
result thereof, then each such trust or part thereof crealed hereunder shall in any event terminate
twenty-one (21) years after the death of the last survivor of such of the Beneficiaries (both of
capital and of income) of such frust as shall be living at the time of the execution of this
Indenture, and thereupon, the property held in such trust shall be distributed, discharged of trust,
to the persons then entitled to the capital in the proportions to which they are or would be entitled
under the provisions of this Indenture.

16, COMMUNITY OF PROPERTY

16.1  Any benefit, whether as to income or capital, to which any person is or shall become
entitled in accordance with the provisions of this Indenture shall not fall inte any community of
property which may exist between any such person and his or her consort, but shall only be paid
by the Trustees hersunder to such person on condition that the same shall remain the separate
property of such person, free from the control of his or her consort. The separate receipt of such
person shall be a discharge to the Trustees hereunder in respect of such payment.
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16,2 Any interest or income arising from such interest, including any capital gains, passing to
a Beneficiary (either an Income Beneficiary or a Capital Beneficiary herein or both) under this
trust shall remain the exclusive property of such Beneficiary and shall be excluded from such
Beneficiary’s net family property as determined pursuant to the Family Law Act (Ontario) and
any successor or related or similar legislation, or the value of the Beneficiary’s assets for
purposes of division of property on the Beneficiary’s separation, divorce or death.

17,  TRUST IRREVOCABLE

17.1 Unless otherwise specified in this Indenture, it is declared that this Trust is irrevocable
and that the Settlor, in his or her capacity as a Settlor, is divested of any power whatsoever to
revoke this Trust or to modify its terms or to amend this Indenture in any respect whatsoever,

It is further understood and agreed that the Settlor is to receive no benefits whatsoever under and
by virtue of this Indenture, nor is the Settlor to have any liabilities or obligations hereunder other
than the obligation and covenant to make the seftlement and gift to the Trustees as provided in
this Trust Indenture, nor is the Seitlor to be entitled to request or obtain any accounting or other
reports from the Trustees at any time during or after the term of this Trust.

17.2  In the event of the failure of any trust hereunder for any reason, the Trust Estate or the
portion thereof which fails to vest shall be paid or transferred to the persons who would have
been entitled to the estate of John Evan Davies and if John Evan Davies had died at the time of
such failure, intestate, but unmarried, without debts and domiciled in the Province of Ontario and
his estate had consisted of the Trust Estate.

17.3 The Seftlor, or any other person with the approval of the Trustees, may at any time and
from time to time add to the Trust Estate.

18, COMPENSATION OF TRUSTEES

18,1 Any Trustee or Trustess from time to time appointed shall be entitled to receive
reasonable fees for their servicgs, as Trustees in connection with the administration of this Trust.

19. ACCEPTANCE OF TRUST

19.1 The Trustees by joining in execution of this Indenture, signify their acceptance of the
Trusts herein, upon the terms and conditions herein contained.

20. COUNTERPARTS

20.1 This Indenture may be executed in any number of counterparts, each of which shall
constitute an original and all of which shall together constitute one and the same document.
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21, HEADINGS

21,1 The headings in this Indenture are for convenience only and shall not be construed as
affecting the interpretations of this Indenture.

IN WITNESS WHEREOF the parties hereto have hereunto set their hands and seals as of the
date hereinbefore mentioned.

IGNED, SEALED AND DELIVERED
1 the presence of

W

,// Al aﬂ /A@//\

Lenore J ag}sefl« Settlor

~
Y

p

Jo’lgg/ﬁvan Davies - Trustee

'%
>ﬂ
e
<>...—-‘
e e e e e e e e e e e S S s N

M »

/ﬂﬁ'py/aaﬁiﬁg’ton Harris - Trustee

' N [%4 .
W Tydith ¥.enore Davies - Trustee

HAWPS1\H\5223\2000 Dovies Family Trust.doc
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Certification of Trust for the
Davies Arizona Trust

Under A, R, S, §14-11013, this Certification of Trust is signed by all the currently acting
Trustees of the Davies Arizona Trust dated December 19, 2013, who declare as follows:

IR

The Trustmakers of the trust are Andrew John Davies, Sarah Ramona Davies,
Jessica Deborah Davies, and Walter Robert Davies. The trust is irrevocable and
unamendable by the Trustmakers.

The Trustee of the trust is John Evan Davies.

There is no tax identification number of the trust because all tax events and
consequences will be distributed or attributed under 1. R. C. §871 to the
Trustmakers all of whom are non-resident aliens living in the United States less
than 183 days a year,

Title to assets held in the trust shall be titled as:

John Evan Davies, Trustee of the Davnes Arizona Trust,
dated December 19, 2013,

Any alternative description shall be effective to title assets in the name of the trust
or to designate the trust as a beneficiary if the description includes the name of at
least one initial or successor trustee, any reference indicating that property is being
held in a fiduciary capacity, and the date of the trust.

Excerpts from the trust agreement that establish the trust, designate the Trustee and
set forth the powers of the Trustee will be provided upon request. The powers of
the Trustee include the power to acquire, sell, assign, convey, pledge, encumber,
lease, borrow, manage and deal with real and personal property intercsts,

The terms of the trust provide that a third party may rely upon this Certification of
Trust as evidence of the existence of the trust and is specifically relieved of any
obligation to inquire into the terms of this trust or the authority of my Trustee, or to

see to the application that my Trustee makes of funds or other property received by
my Trustee.

The trust has not been amended or judicially reformed in any way that would cause
the representations in this Certification of Trust to be incorrect.

December 2013

John Wavies, Trustee

Page 1
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This. instrument was acknowledged before me onDecember '
Davics, as Trustee.

Nolary Public.”  ~>—
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The Davies Arizona Trust

Article One
Establishing the Trust

The date of this Irrevocable Trust Agreement is December 19, 2013. The parties to the
agreement are Andrew John Davies, Sarah Ramona Davies, Jessica Deborah Davies, and Walter
Robert Davies (the “Trustmakers™) and John Evan Davies (our “Trustee”).

We intend that this agreement create a valid trust under the laws of Arizona and under the laws
of any state in which any trust created under this agreement is administered. The terms of this
trust agreement prevail over any provision of Arizona law, except those provisions that are
mandatory and may not be waived.

Section 1.01  Identifying Our trust

Our trust may be referred to as “John Evan Davies, Trustee of the Davies Arizona Trust dated
December 19, 2013.”

For the purpose of transferring property to our trust, or identifying our trust in any beneficiary ot
pay-on-death designation, any description referring to our trust will be effective if it reasonably
identifies our trust. Any description that contains the date of our trust, the name of at least one
initial or successor Trustee and an indication that our Trustee is holding the trust property in a
fiduciary capacity will be sufficient to reasonably identify our trust.

Section 1.02  Reliance by Third Parties

From time to time, third parties may require documentation to verify the existence of this
agreement, or particular provisions of it, such as the name or names of our Trustee or the powers
held by our Trustee. To protect the confidentiality of this agreement, our Trustee may use an
affidavit or a certification of trust that identifies our Trustee and sets forth the authority of our
Trustee to transact business on behalf of our trust in lieu of providing a copy of this agreement.
The affidavit or certification may include pettinent pages from this agreement, such as title or
signature pages.

A third party may rely upon an affidavit or certification of trust that is signed by our Trustee with
respect to the representations contained in the affidavit or certification of trust. A third party
relying upon an affidavit or certification of trust shall be exonerated from any liability for actions
the third party takes or fails to take in reliance upon the representations contained in the affidavit
or certification of trust.

A third party dealing with our Trustee shall not be required to inquire into the ferms of this
agreement or the authority of our Trustee, or to see to the application of funds or other property
received by our Trustee. The receipt from our Trustee for any money or property paid,
transferred or delivered to our Trustee will be a sufficient discharge to the person or persons
paying, transferring or delivering the money or property from all liability in connection with its
application, A written statement by our Trustee is conclusive evidence of our Trustee’s

1-1
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authority. Third parties are not liable for any loss resulting from their reliance on a written
statement by our Trustee asserting our Trustee’s authority or seeking to effectuate a transfer of
property to or from the trust.

Section 1.03  An Irrevocable Trust

This Trust is irrevocable, and we cannot alter, amend, revoke, or terminate it in any way.

Section 1.04  Taxpayer ldentification Number

This trust has no taxpayer identification number because each Trustmaker and each Beneficiary
is a non-resident alien living in the United States for less than 183 days per calendar year and
items of income are not subject to United States taxation under Internal Revenue Code Section
871.

Section 1.05  Transfers to the Trust

We will transfer to our Trustee property from time to time to be held on the terms and conditions
set forth in this instrument. We retain only those rights, title or interest in the income or
principal of this trust and any other incident of ownership in any trust property described in this
instrument and reserved to us as beneficiaries.

By execution of this agreement, our Trustee accepts and agrees to hold the trust property
acceptable to our Trustee. Our Trustee may refuse to accept any property. Our Trustee shall
hold, administer and dispose of all trust property accepted by our Trustee for the benefit of my
beneficiaries in accordance with the terms of this agreement. '

(Remainder of page intentionally left blank.)
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Article Two
Trustee Succession Provisions

Section 2,01  Resignation of a Trustee

A Trustee may resign by giving written notice to us or the current Income Beneficiaries of the
~ trust and to any other then-serving Trustee.

Upon the resignation of a Trustee, the resigning Trustee may, concurrent with the written notice
described above, appoint the resigning Trustee’s successor as Trustee in the manner set forth in
Section 2.03. If the resigning Trustee fails to make the appointment, the other provisions of this
Article regarding Trustee succession upon incapacity ot death (as the case may be) shall govemn,
and the next named successor or successors to the resigning Trustee will serve in the order listed.
Likewise, if no named successors to the resigning Trustees are available to serve and the
resigning Trustee fails to designate a successor, the other provisions of this Article regarding the
filling of a vacant Trustee office shall govem.

Section 2,02  Trustee Succession
This Section governs the removal and replacement of the Trustees.

(a)  Appointment of Successor Trustees

If John Evan Davies ceases to serve, the following persons, in the order named,
shall serve as successor Trustee:

Judith Lenore Davies; and then
Jessica Deborah Davies,
(b) Removal by Beneficiaries

A Trustee may be removed only for cause, which removal must be approved by a
court of competent jurisdiction upon the petition of any beneficiary.

In no event is the court petitioned to approve the removal of a Trustee to acquire
any jurisdiction over the trust except to the extent necessary to approve or
disapprove removal of a Trustee.

If a beneficiary is a minor or is incapacitated, the parent or Legal Representative
of the beneficiary, other than me, may act on behalf of the beneficiary.

(¢} Default of Designation-

If the office of Trustee of a trust created under this agreement is vacant and no
designated Trustee is able and willing to act, the Primary Beneficiary may appoint
an individual or corporate fiduciary to serve as successor Trustee. In the case of a
minor or incapacitated bepeficiary, the beneficiary’s parent or Legal
Representative, other than me, may act on behalf of the beneficiary.

Any beneficiary or the beneficiary’s Legal Representative may petition a court of
competent jurisdiction to appoint a successor Trustee to fill any vacancy
remaining unfilled after a period of 30 days. By making the appointment, the

2-1
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court does not thereby acquire any jurisdiction over the trust, except to the extent
necessary for making the appointment.

In the event of a Trustee vacancy due to resignation, however, the foregoing
provisions apply only if the resigning Trustee fails to appoint a successor Trustee
in the manner more fully set forth in Section 2.01.

Section 2.03  Notice of Removal and Appointment

Notice of removal must be in writing and delivered to the Trustee being removed, along with any
other then-serving Trustees. The notice of removal will be effective in accordance with its
provisions.

Notice of appointment must also be in writing and delivered to the successor Trustee and any
other then-serving Trustees. The appointment will become effective at the time of acceptance by
the successor Trustee. A copy of the notice should be attached to this agreement.

Section 2.04  Appointment of a CoTrustee

Any individual Trustee may appoint an individual or a corporate fiduciary as a CoTrustee. That
CoTrustee will serve only as long as the Trustee who appointed the CoTrustee (or, if the
CoTrustee was named by more than one Trustee acting together, by the last to serve of those
Trustees) serves, and the CoTrustee will not become a successor Trustee upon the death,
resignation, or incapacity of the Trustee who appointed the CoTrustee, unless so appointed under
the terms of this agreement. Although the CoTrustee may exercise all the powers of the
appointing Trustee, the combined powets of the CoTrustee and the appointing Trustee cannot
exceed the powers of the appointing Trustee alone. The Trustee appointing a CoTrustee may
revoke the appointment at any time with or without cause.

Section 2.05  Corporate Fiduciaries

Any corporate fiduciary serving under this agreement as a Trustee must be a bank, trust
company, or public charity that is qualified to act as a fiduciary under applicable federal and
state law and that is not related or subordinate to any beneficiary within the meaning of Section
672(c) of the Internal Revenue Code.

Any corporate fiduciary must:
Have a combined capital and surplus of at least Five Million Dollars; or

Maintain in force a policy of insurance with policy limits of not less than Five
Million Dollars covering the errors and omissions of the Trustee with a solvent
insurance carrier licensed to do business in the state in which the Trustee has its
corporate headquarters.

Section 2,06  Incapacity of a Trustee .

If any individual Trustee becomes incapacitated, it will not be necessary for the incapacitated
Trustee to resign as Trustee. A written declaration of incapacity by the CoTrustee, if any, or, if
none, by the party designated to succeed the incapacitated Trustee will terminate the Trusteeship.
If the Trustee designated in the written declaration objects, in writing, to termination of the
Trusteeship within 10 days of receiving the declaration of incapacity, a written opinion of

2-2
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incapacity signed by a physician who has examined the incapacitated Trustee must be obtained
before the Trusteeship will be terminated. The Trustee objecting to termination of Trusteeship
must sign the necessary medical releases needed to obtain the physician’s written opinion of
incapacity or the Trusteeship will be terminated without the physician’s written opinion.

The provisions of Section 8.04(e) of this agreement govern the determination of a Trustee’s
incapacity by a physician and the Trustee’s obligations to submit to examination and provide
necessary releases.

Section 2.07  Appointment of Independent Special Trustee

If for any reason the Trustee of any trust created under this instrument is unwilling or unable to
act with respect to any trust property or any provision of this instrument, our Trustee shall
appoint, in writing, a corporate fiduciary or an individual to serve as an Independent Special
Trustee with respect to this property or provision. The appointed Independent Special Trustee
must not be related or subordinate to any trust beneficiary within the meaning of Internal
Revenue Code Section 672(c).

An Independent Special Trustee shall exercise all fiduciary powers granted by this trust unless
expressly limited elsewhere in this instrument or by the Trustee in the instrument appointing the
Independent Special Trustee. An Independent Special Trustee may resign at any time by
delivering written notice to the Trustes. Notice of resignation will be effective in accordance
with the terms of the notice.

Section 2.08 Rights and Obligations of Successor Trustees

Each successor Trustee serving under this agreement, whether corporate or individual, will have
all of the title, rights, powers and privileges granted to the initial Trustee named under this
agreement. In addition, each successor Trustee is subject to all of the restrictions imposed upon,
as well as all obligations and duties, both discretionary and m1mster1a1 given to the initial
Trustee named under this agreement.

(Remainder of page intentionally left blank.)
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Article Three
Administration of Trust Property

Section 3.01 Identification of Trust Beneficiaries

Our Trustee shall hold and administer all assets of the Davies Arizona Trust for the benefit of the
Trustmakers, their ancestors, and their descendants who are non-resident aliens living in the
United States for less than 183 days per calendar year for purposes of taxation under the Internal
Revenue Code.

Section 3.02  Distribution of Income and Principal

A Trustee may distribute to any one or more of the class of persons described above as much of
the net income and principal of the Davies Arizona Trust as the Trustee may determine advisable

for any putpose.
Any undistributed net income is to be accumulated and added to principal.

Section 3.03 Terminatioh of the Davies Arizona Trust

The Davies Arizona Trust will terminate at the time provided in Section 8.01. Upon termination,
our Trustee shall distribute the remaining trust property to the then living descendants of our
parents, per stirpes.

(Remainder of page intentionally left blank.)
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Article Four
Remote Contingent Distribution

If at any time no person or entity is qualified to receive final distribution of any part of our trust
estate, this portion of our trust estate must be distributed to those persons who would inherit it
had our parents had died intestate owning the property, as determined and in the proportions
provided by the laws of Arizona then in effect. Any heir not found afier a diligent search by our
Trustee shall be presumed to have predeceased them with no issue surviving.

(Remainder of page intentionally left blank.)
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Article Five
Distributions to Underage and Incapacitated Beneficiaries

If our Trustee is authorized or directed under any provision of this frust to distribute net income
or principal to a person who has not yet reached the age of 18 years or who is incapacitated as
defined in Section 8.04(e), our Trustee may make the distribution by any one or more of the
methods described in Section 5.01. Alternatively, our Trustee may retain the trust property in a
separate trust to be administered by our Trustee under Section 5.02.

Section 5.01 Methods of Distribution

Our Trustee may distribute trust property for any beneficiary’s benefit, subject to the provisions
of this Article in any one or more of the following methods:

Qur Trustee may distribute trust property directly to the beneficiary.

Our Trustee may distribute trust property to the beneficiary’s guardian,
conservator, parent, other family member, or any person who has assumed the
responsibility of caring for the beneficiary.

Our Trustee may distribute trust property to any person or entity, including our
Trustee, as custodian for the beneficiary under the Uniform Transfers to Minors
Act or similar statute,

Our Trustee may distribute trust property to other persons and entities for the
beneficiary’s use and benefit,

Our Trustee may distribute trust property to an agent or attorney in fact authorized
to act for the beneficiary under a valid durable power of attorney executed by the
beneficiary before becoming incapacitated.

Section 5.02  Retention in Trust

Our Trustee may retain and administer trust property in a separate trust for any beneficiary’s
benefit, subject to the provisions of this Article as follows.

(a)  Distribution of Net Income and Principal

Our Trustee may distribute to the beneficiary as much of the net income and
principal of any trust created under this Section as our Trustee may determine
advisable for any purpose. Any undistributed net income will be accumulated and
added to principal.

(b)  Distribution upon the Death of the Beneficiary

Subject to the terms of the next paragraph, the beneficiary whose trust is created
under this Section may appoint all or any portion of the principal and
undistributed net income remaining in the beneficiary’s trust at the beneficiary’s
death among one or more persons or entities, and the creditors of the beneficiary’s
estate. The beneficiary has the exclusive right to exercise this general power of
appointment.
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If any part of the beneficiary’s trust is not effectively appointed, our Trustee shall
distribute the remaining unappointed balance per stirpes to the beneficiary’s
descendants. If the beneficiary has no then-living descendants, our Trustee shall
distribute the unappointed balance per stirpes to the then-living descendants of
the beneficiary’s nearest lineal ancestor who was a descendant of our parents.

If there are no such descendants, our Trustee shall distribute the balance of the
trust property as provided in Article Four,
Section 5.03  Application of Article

Any decision made by our Trustee under this Article is final, controlling, and binding upon all
beneficiaries subject to the provisions of this Article.

(Remainder of page intentionally left blank.)
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Article Six
Trust Administration

Section 6.01 = Distributions to Beneficiaries

Whenever this trust authorizes or directs our Trustee to make a net income or principal
distribution to a beneficiary, our Trustee may apply any property that otherwise counld be
distributed directly to the beneficiary for his or her benefit. Our Trustee is not required to inquire
into the beneficiary’s ultimate disposition of the distributed property unless specifically directed
otherwise by this trust.

Our Trustee may make cash distributions, in-kind distributions, or distributions partly in each, in
proportions and at values determined by our Trustee. Our Trustee may allocate undivided
interests in specific assets to a beneficiary or trust in any proportion or manner that our Trustee
determines, even though the property allocated to one beneficiary may be different from that
allocated to another beneficiary.

Our Trustee may make these determinations without regard to the income tax attributes of the
property and without the consent of any beneficiary.

Section 6.02  Trust Decanting; Power to Appoint in Further Trust

Whenever an Indepehdent Trustee may distribute assets to or for the benefit of a beneficiary, our
Trustee may appoint the property subject to our Trustee’s power of distribution in trust for the
benefit of one or more beneficiaries of any trust created under this instrument under the terms
established by the Independent Trustee. Any trust established by the Independent Trustee and
funded by the exercise of the power granted under this Section must meet these requirements;

the trust must not reduce any fixed income, annuity, or unitrust right provided by this
trust instrument to any beneficiary;

the trust must provide for one or more of the beneficiaries of a trust created under this
instrument; and

the interests of remainder beneficiaries of the trust ereated under this instument must not
be accelerated under the terms of the new trust.

Section 6,03  Beneficiary’s Status

Until our Trustee receives notice of the incapacity, birth, marriage, death, or other event upon
which a beneficiary’s right to receive payments may depend, our Trustee will not be held liable
for acting or not acting with respect to the event, or for disbursements made in good faith to
persons whose interest may have been affected by the event, Unless otherwise provided in this
trust, a parent or Legal Representative may act on behalf of a minor or incapacitated beneficiary.

Our Trustee may rely on any information provided by a beneficiary with respect to the
beneficiary’s assets and income. Our Trustee will have no independent duty to investigate the
status of any beneficiary and will not incur any liability for not doing so.

1296



o~ B i @ W

kil md

= G e e B Quw—

Section 6.04 No Court Proceedings

Our Trustee shall administer this trust with efficiency, with attention to the provisions of this
trust, and with freedom from judicial intervention. If our Trustee or another interested party
institutes a legal proceeding, the court will acquire jurisdiction only to the extent necessary for
that proceeding. Any proceeding to seek instructions or a court determination may only be
initiated in the court with original jurisdiction over matters relating to the construction and
administration of trusts. Seeking instructions or a court determination is not to be construed as
subjecting this trust to the court’s continuing jurisdiction,

Any questions or disputes that arise during the administration of this trust be resolved by
mediation and, if necessary, arbitration in accordance with the Uniform Arbitration Act. Each
interested party involved in the dispute, including any Trustee involved, may select an arbiter
and, if necessary to establish a majority decision, these arbiters may select an additional arbiter.
The decision of a majority of the arbiters selected will control with respect to the matter,

Section 6.05 No Bond

Our Trustee is not required to furnish any bond for the faithful performance of the Trustee’s
duties unless required by a court of competent jurisdiction, and only if the court finds that a bond
is needed to protect the beneficiaries’ interests. No surety will be required on any bond required
by any law or court rule, unless the court specifies its necessity.

Section 6.06 Exoneration of Qur Trustee

No successor Trustee is obligated to examine the accounts, records, or actions of any previous
Trustee. No successor Trustee may be held responsible for any act, omission, or forbearance by
any previous Trustee,

Any Trustee may obtain written agreements from the beneficiaries or their Legal Representatives
releasing and indemnifying the Trustee from any liability that may have arisen from the
Trustee’s acts, omissions, or forbearances. If acquired from all the trust’s living beneficiaries or
their Legal Representatives, any agreement is conclusive and binding on all parties, born or
unbom, who may have or who may later acquire an interest in the trust,

Our Trustee may require a refunding agreement before making any distribution or allocation of
trust income or principal, and may withhold distribution or allocation pending determination or
release of a tax or other lien.

Section 6.07  Trustee Compensation

An individual serving as Trustee is entitled to fair and reasonable compensation for the services
provided as a fiduciary, A corporate fiduciary serving as Trustee will be compensated by
agreement between an individual serving as Trustee and the corporate fiduciary. In the absence
of an individual Trustee or an agreement, a corporate fiduciary will be compensated in
accordance with the corporate fiduciary’s current published fee schedule.

A Trustee may charge additional fees for services provided that are beyond the ordinary scope of
duties, such as fees for legal services, tax return preparation, and corporate finance or investment
banking services.
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In addition to receiving compensation, a Trustee may be reimbursed for reasonable cosis and
expenses incurred in carrying out the Trustee’s duties under this trust.

Section 6.08 Employment of Professionals

Our Trustee may appoint, employ, and remove investment advisors, accountants, auditors,
depositories, custodians, brokers, consultants, attorneys, advisors, agents, and employees to
advise or assist in the performance of our Trustee’s duties. Our Trustee may act on the
recommendations of the persons or entities employed, with or without independent investigation,

Our Trustee may reasonably compensate an individual or entity employed to assist or advise our
Trustee, regardless of any other relationship existing between the individual or entity and our
Trustee.

Our Trustee may compensate providers of contracted services at the usual rate out of the trust’s
income or principal, as our Trustee deems advisable. Our Trustee may compensate an individual
or entity employed to assist or advise our Trustee without diminishing the compensation the
Trustee is entitled to under this trust. A Trustee who 1s a partner, stockholder, officer, director,
or corporate affiliate in any entity employed to assist or advise our Trustee may still receive the
Trustee’s share of the compensation paid to the entity,

Section 6.08  Exercise of Testamentary Power of Appointment

A testamentary power of appointment granted under this trust may be exercised by a will, living
trust or other written instrument specifically referring to the power of appointment. The holder
of a testamentary power of appointment may exercise the power to appoint property among the
permissible appointees in equal or unequal proportions, and may designate the terms and
conditions, whether outright or in trust. The holder of a testamentary power of appointment may
grant further powers of appointment to any person to whom principal may be appointed,
including a presently exercisable limited or general power of appointment.

Our Trustee may conclusively presume that any power of appointment granted to any beneficiary
of a trust created under this trust has not been exercised by the beneficiary if our Trustee has no
knowledge of the existence of a will, living trust or other written instrument exercising the power
within three months after the beneficiary’s death.

Section 6,10  Determination of Principal and lnbome

Our Trustee shall determine how all Trustee fees, disbursements, receipts, and wasting assets
will be credited, charged, and apportioned between principal and income in a fair, equitable, and
practical manner.

Our Trustee may set aside from trust income reasonable reserves for taxes, assessments,
insurance premiums, repairs, depreciation, obsolescence, depletion, and the equalization of
payments to or for the beneficiaries. Our Trustee may select appropriate accounting periods for
the trust property.

Section 6.11  Trust Accounting

Except to the extent required by law, our Trustee is not required to file accountings in any
jurisdiction. The annnal accounting must include the receipts, expenditures, and distributions of
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income and principal and the assets on hand for the accounting period. A copy of the federal
fiduciary tax return filed for a trust during the accounting will satisfy this reporting requirement,

In the absence of fraud or obvious error, assent by all Qualified Beneficiaries to a Trustee’s
accounting will make the matters disclosed in the accounting binding and conclusive upon all
persons, including those living on this date and those bom in the future who have or will have a
vested or contingent interest in the trust property. In the case of a Qualified Beneficiary who is a
minor or incapacitated, the beneficiary’s natural guardian or Legal Representative may give the
assent required under this Section.

In all events, a beneficiary’s Legal Representative may receive any notices and take any action
on behalf of the beneficiary as to an accounting, If any beneficiary’s Legal Representative fails
to object to any accounting in writing within 60 days after our Trustee provides the accounting,
the beneficiary’s Legal Representative will be considered to assent to the accounting.

Section 6.12  Information to Beneficiaries

Privacy is an important issue to me. This Section defines our Trustee’s duiies to inform,
account, and report to beneficiaries of various trusts created under this trust, and to other
individuals during my lifetime and after my death. Except to the cxtent required by law, our
Trustee is not required to comply with a request to furnish a copy of this trust to a Qualified
Beneficiary at any time, and our Trustee is not required to send annual reports or reports upon
termination of the trust to any Permissible Distributee or Qualified Beneficiary who requests the
report. If our Trustee decides, in our Trustee’s sole discretion, to provide any information to a
Permissible Distributee or Qualified Beneficiary, our Trustee may exclude any information that
our Trustee determines is not directly applicable to the beneficiary receiving the information.
Any decision by our Trustee to make information available to any beneficiary does not constitute
an obligation to provide any information to any beneficiary in the future.

We waive all duties of our Trustee to give notice, information, and reports to any
Qualified Beneficiarics. Our Trustee is not required to keep Qualified Beneficiaries of
any trust created under this trust other than us informed of our trust administration in any
manner. Further, our Trustee is not required to respond to any request for information
related to the trust administration from anyone who is not a Qualified Beneficiary.

Section 6,13  Action of Trustees and Delegation of Trustee Authority

If two Trustees are eligible to act with respect to a given matter, they must agree unanimously for
action to be taken unless the express terms of the Trustees” appointment provide otherwise. If
more than two Trustees are eligible to act with respect to a given matter, the Trustees must agree
by majority for action to be taken.

If our Trustees are unable o agree on a matter for which they have joint powers, the matter may
be settled by mediation and then by arbitration, if necessary, in accordance with the Uniform
Arbitration Act. Each of our Trustees may select an arbiter and these arbiters may select an
additional arbiter, if necessary to establish a majority decision. The decision of a majority of the
arbiters will control with respect to the matter.

A nonconcurring Trustee may dissent or abstain from a decision of the majority. A Trustee will
be absolved from personal liability by registering the dissent or abstention in the trust records.
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After doing so, the dissenting Trustee must then act with my other Trustees in any way necessary
or appropriate to effect the majority decision.

Subject to the limitations set forth in Section 7.20, any Trustee may, by written instrument,
delegate to any other Trustee the right to exercise any power, including a discretionary power,
granted to our Trustee in this trust. During the time a delegation under this Section is in effect,
the Trustee to whom the delegation is made may exercise the power to the same extent as if the
delegating Trustee has personally joined in the exercise of the power. The delegating Trustee
may revoke the delegation at any time by giving written notice to the Trustee to whom the power
wasg delegated.

Section 6.14  Trustee May Disclaim or Release Any Power

Notwithstanding any provision of this trust to the contrary, any Trustee may relinquish any
Trustee power in whole or in part, isrevocably or for any specified period of time, by a written
instrument. The Trustee may relinquish a power personally or may relinquish the power for all
subsequent Trustees.

Section 6,15  Trustee May Execute a Power of Attorney

Our Trustee may appoint any individual or entity to serve as our Trustee’s agent under a power
of attorney to transact any business on behalf of our trust or any other trust created under this
trust,

Section 6.16  Additions to Separate Trusts

If upon the termination of any trust created under this trust, a final distribution is to be made to a
person who is the Primary Beneficiary of another trust established under this trust, and there is
no specific indication whether the distribution is to be made in trust or outright, our Trustee shall
make the distribution to the second trust instead of distributing the property to the beneficiary
outright. For purposes of administration, the distribution will be treated as though it had been an
original part of the second trust.

Section 6.17  Authority to Merge or Sever Trusts

Our Trustee may merge a trust created under this trust with any other trust, if the two trusts
contain substantially the same terms for the same beneficiaries and have at least one Trustee in
common. Our Trustee may administer the merged trust under the provisions of the instrument
governing the other trust, and this trust will no longer exist if it merges into another trust.
Accordingly, in the event another trust is merged into this trust or a trust created under the
provisions of this trust document, our Trustee may shorten the period during which this trust
subsists to comply with Section 8.01, if necessary, to effect the merger. But if a merger does not
appear feasible, our Trustee may consolidate the trusts’ assets for purposes of investment and
trust administration while retaining separate records and accounts for each respective trust.

Our Trustee may sever any trust on a fractional basis into two or more separate and identical
trusts, or may segregate a specific amount or asset from the trust property by allocating it to a
separate account or trust, The separate trusts may be funded on a non pro rata basis, but the
funding must be based on the assets® total fair market value on the funding date. After the
segregation, income earned on a segregated amount or specific asset passes with the amount or
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asset segregated. Our Trustee shall hold and administer each severed trust upon terms and
conditions identical to those of the original trust,

Subject to the trust’s terms, our Trustee may consider differences in federal tax attributes and
other pertinent factors in administering the trust property of any separate account or trust, in
making applicable tax clections and in making distributions. A separate trust created by
severance must be treated as a separate trust for all purposes from the effective severance date;
however, the effective severance date may be retroactive to a date before our Trustee exercises
the power.

Section 6.18  Authorify to Terminate Trusts

Our Trustee may terminate any trust created under this trust at any time, if the Trustee, in its sole
discretion, determines that administering a trust created under this trust is no longer necessary or
economical. Once distributed, our Trustee will have no further responsibility with respect to that
frust property. Our Trustee will distribute the trust property from a terminated trust to the
descendants of our parents, per stirpes.

Section 6.19  Merger of Corporate Fiduciary

If any corporate fiduciary acting as the Trustee under this trust is merged with or transfers
substantially all of its trust assets to another corporation, or if a corporate fiduciary changes its
name, the successor will automatically succeed to the Trusteeship as if that successor had been
originally named a Trustee. No document of acceptance of Trusteeship will be required.

(Remainder of page intentionally left blank.)
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Article Seven
Our Trustee’s Powers

Section 7.01 Introduction to Trustee’s Powers

Except as otherwise specifically provided in this trust, our Trustee may exercise the powers
granted by this trust without prior approval from any court, including those powers set forth
under the laws of the State of Arizona or any other jurisdiction whose law applies to this trust.
The powers set forth in A, R, S. §§ 14-10815 and 14-10816 are specifically incorporated into this
trust.

Our Trustee shall exercise the Trustee powers in the manner our Trustee determines fo be in the
beneficiaries’ best interests. Our Trustee must not exercise any power inconsistent with the
beneficiaries’ right to the enjoyment of the trust property in accordance with the general
principles of trust law, We expressly waive any duty of impartiality for our Trustee as to the
beneficiaties.

Our Trustee may have duties and responsibilities in addition to those described in this frust, Any
individual or corporate fiduciary serving as Trustee may obtain appropriate legal advice if our
Trustee has any questions concerning the duties and responsibilities as Trustee.

Section 7.02  Execution of Documents by Our Trustee

Our Trustee may execute and deliver any written instruments that our Trustee considers
necessary to carry out any powers granted in this trust.

Section 7.03  Investment Powers in General

Our Trustee may invest in any type of investment whether inside or outside the geographic
borders of the United States of America and its possessions or territories.

Our Trustee may acquire and retain investments not regarded as traditional or suitable assets for
trusts, including investments that would be forbidden or regarded as imprudent, improper, or
unlawful by the prudent person rule, prudent investor rule, or any other rule or law that restricts
a fiduciary’s investment flexibility. Our Trustee may invest in any type of property, wherever
located, including any type of security or option, improved or unimproved real property, and
tangible or intangible personal property. The investment may be in any manner, including direct
purchase, joint ventures, partnerships, limited partnerships, limited liability companies,
corporations, mutual funds, business trusts, or any other form of participation or ownership. In
making investments, our Trustee may disregard:

whether a particular investment or the collective trust investments will produce a
reasonable rate of return or result in the preservation of principal;

whether the acquisition or retention of a particular investment or the collective
trust investments are consistent with any duty of impartiality as to the different
beneficiaries;

whether the {rust is diversified; and
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whether any trust investment would traditionally be classified as too risky or
speculative for trusts.

We expressly waive any duty to diversify trust assets, We intend to grant sole and absolute
discretion to our Trustee in determining acceptable risk and proper investment strategy.

We intend to modify the prudent person rule, prudent investor rule, or any other rule or law
which restricts a fiduciary’s ability to invest, to the extent the rule or law would prohibit an
investment because of at least one of the factors listed above or any other factor relating to the
nature of the investment itself, We believe that it is in the beneficiaries’ best interests to give our
Trustee the broadest possible discretion in managing trust assets.

Our Trustee may delegate his or her discretion to manage trust investments to any registered
investment advisor or corporate fiduciary.

Section 7.04  Banking Powers

Our Trustee may establish any type of bank account in any banking institutions that our Trustee
chooses. If our Trustee makes frequent disbursements from an account, the account does not
need to be interest bearing. Our Trustee may authorize withdrawals from an account in any
manner,

QOur Trustee may open accounts in the name of our Trustee, with or without disclosing fiduciary
capacity, and may open accounts in the name of the trust. ‘When an account is in the name of the
trust, checks on that account and authorized signatures need not disclose the account’s fiduciary
nature or refer fo any trust or Trustee.

Section 7.058 Business Powers

If the trust owns or acquires an interest in a business entity, whether as a shareholder, partner,
general partner, sole proprietor, member, participant in a joint venture, or otherwise, our Trustee
may exercise the powers and authority provided for in this Section. The powers granted in this
Section are in addition to all other powers granted to our Trustee in this trust.

Our Trustee may act personally and independently with any business entity in which the trust hag
an interest, separate from any duties owed to the trust as our Trustee. This includes serving and
receiving compensation for services as an officer, director, general partner, manager, or any
other capacity for the business entity. The compensation our Trustee receives from this entity
will not affect the compensation our Trustee may be entitled to for serving as our Trustee. Our
Trustee may exercise any voting power for any matter, whether the voting power is held as our
Trustee or independently as a stockholder, officer, director, general partner, member, manager,
or other capacity of the business entity. Our Trustee may independently own, purchage, and sell
an interest in a business entity owned by the trust. Any sale of a nonpublicly traded business
interest between our Trustee and the trust must be approved and effected by an Independent
Special Trustee.

Section7.06  Contract Powers

Our Trustee may sell at public or private sale, transfer, exchange for other property, and
otherwise dispose of trust property for consideration and upon terms and conditions that our
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Trustee deems advisable, Our Trustee may grant options of any duration for any sales,
exchanges, or transfers of trust property.

Our Trustee may enter into contracts, and may deliver deeds or other instruments, that our
Trustee considers appropriate.

Section 7.07 Common Investments

For purposes of convenience with regard to the trust property’s administration and investment,
our Trustee may invest part or all of the trust property jointly with property of other trusts for
which our Trustee is also serving as a Trustee. A corporate fiduciary acting as our Trustee may
use common funds for investment, When trust property is managed and invested in this manner,
our Trustee will maintain records that sufficiently identify this trust’s portion of the jointly
invested assets.

Section 7.08  Environmental Powers

Qur Trustee may inspect trust property to determine compliance with or to respond to any
environmental law affecting the property. For purposes of this trust environmental law means
any federal, state, or local law, rule, regulation, or ordinance protecting the environment or
human health,

Our Trustee may refuse to accept property if our Trustee determines that the property is or may
be contaminated by any hazardous substance or is or was used for any purpose involving
hazardous substances that could create liability to the frust or to any Trusiee.

Our Trustee may use trust property to:
conduct environmental assessments, audits, or site monitoring;
take remedial action to contain, clean up, or remove any hazardous substance
including a spill, discharge, or contamination;
institute, contest, or settle legal proceedings brought by a private litigant or any
local, state, or federal agency concerned with environmental compliance;

comply with any order issued by any court or by any local, state, or federal
agency directing an assessment, abatement, or cleanup of any hazardous
substance; and

employ agents, consultants, and legal counsel to assist our Trustee in these
actions.

Our Trustee is not liable for any loss or reduction in value sustained by the {rust as a result of our
Trustee’s decision to retain property on which hazardous materials or substances requiring
remedial action are discovered, unless our Trustee confributed to that loss through willful
misconduct or gross negligence.

Our Trustee is not liable to any beneficiary or to any other party for any decrease in the value of
property as a result of our Trustee’s actions to comply with any environmental law, including
any reporting requirement.

Our Trustee may release, relinquish, or disclaim any power held by our Trustee that our Trustee
determines may cause our Trustee to incur individual liability under any environmental law.
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Section 7.09  Farm, Ranch, and Other Agricultural Powers

Our Trustee may retain, acquire, and sell any farm or ranching operation, whether as a sole
proprietorship, partnership, or corporation, -

Our Trustee may engage in the production, harvesting, and marketing of farm and ranch
products, either by operating directly or indirectly with management agencies, hired labor,
tenants, or sharecroppers.

Our Trustee may engage and participate in any government farm program, whether state or
federally sponsored.

Our Trustee may purchase or rent machinery, equipment, livestock, poultry, feed, and seed.

Our Trustee may improve and repair all farm and ranch properties; construct buildings, fences,
and drainage facilities; and acquire, retain, improve, and dispose of wells, water rights, ditch
rights, and priorities of any nature.

Our Trustee may do all things customary or desirable to operate a farm or ranch operation for the
benefit of the beneficiaries.

Section 7.10  Insurance Powers

Our Trustee may purchase, accept, hold, and deal with as owner, insurance policies on my life,
any beneficiary’s life, or any person’s life in whom any beneficiary has an insurable interest.

Our Trustee may purchase disability, medical, liability, longterm health care and other insurance
on behalf of and for the benefit of any beneficiary. Our Trustee may purchase annuities and
similar investments for any beneficiary.

Our Trustee may execute or cancel any automatic premium loan agreement with respect to any
policy, and may elect or cancel any automatic premium loan provision in a life insurance policy.
Our Trustee may borrow money to pay premiums due on any policy, either by borrowing from
the company issuing the policy or from another source. Our Trustee may assign the policy as
security for the Joan. .

Our Trustee may exercise any option contained in a policy with regard to any dividend or share
of surplus apportioned to the policy to reduce the amount of a policy, to convert or exchange the
policy, or to surrender a policy at any time for its cash value,

Our Trustee may elect any paid-up insurance or extended-term insurance nonforfeiture option
contained in a policy.

Our Trustee may sell any policy at its fair market value to anyone having an insurable interest in
the policy, including the insured.

Our Trustee may exercise any other right, option, or benefit coniained in a policy or permitted by
the issuing insurance company.

Upon termination of the trust, our Trustee may transfer and assign the policies held by the trust
as a distribution of trust property.
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Section 7.11  Loans and Borrowing Powers

Our Trustee may make loans to any person including a beneficiary, as well as an entity, trust, or
estate, for any term or payable on demand, with or without interest, and secured or unsecured.

Our Trustee may encumber any trust property by mortgages, pledges, or otherwise, and may
negotiate, refinance, or enter into any mortgage or other secured or unsecured financial
arrangement, whether as a mortgagee or mortgagor. The term may extend beyond the trust’s
termination and beyond the period required for an interest created under this trust to vest in order
to be valid under the rule against perpetuities.

Our Trustee may enter into, negotiate, or modify the terms of any mortgage or any other secured
or unsecured agreement granted in connection with any loan entered into by me individually or
by any Trustee, and may release or foreclose on any mortgage or security interest payable to me
or to the trust. '

Our Trustee may borrow money at interest rates and on other terms that our Trustee deems
advisable from any person, institution, or other source including, in the case of a corporate
fiduciary, its own banking or commercial lending department.

Our Trustee may purchase, sell at public or private sale, trade, renew, modify, and extend
mortgages. Our Trustee may accept deeds instead of foreclosing.

Section7.12  Nominee Powers

Our Trustee may hold real estate, securitics, and any other property in the name of a nominee or
in any other form, without disclosing the existence of any trust or fiduciary capacity.

Section 713 Oil, Gas and Mineral Interests

QOur Trustee may acquire, maintain, develop, and exploit, either alone or jointly with others, any
oil, gas, coal, mineral, or other natural resource rights or interests,

Our Trustee may drill, test, explore, mine, develop, extract, remove, convert, manage, retain,
store, sell, and exchange any of those rights and interests om terms and for a price that our
Trstee deems advisable.

Our Trustee may execute leases, pooling, unitization, and other types of agreements in
connection with oil, gas, coal, mineral, and other natural resource rights and interests, even
though the terms of those arrangements may extend beyond the trust’s termination.

Our Trustee may execute division orders, transfer orders, releases, assignments, farm outs, and
any other instruments that it considers proper.

Our Trustee may employ the services of consultants and outside specialists in connection with
the evaluation, management, acquisition, disposition, and development of any mineral interest,
and may pay the cost of the services from the trust’s principal and income.

Secfion 7.14  Payment of Property Taxes and Expenses

Except as otherwise provided in this trust, our Trustee may pay any property taxes, assessments,
fees, charges, and other expenses incurred in the administration or protection of the trust. All
payments will be a charge against the trust property and will be paid by our Trustee out of
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income. If the income is insufficient, then our Trustee may make any payments of property taxes
or expenses out of the trust property’s principal. Our Trustee’s determination with respect to this
payment will be conclusive on the beneficiaries.

Section 7.15 Real Estate Powers

Our Trustee may sell at public or private sale, convey, purchase, exchange, lease for any period,
mortgage, manage, alter, improve, and in general deal in and with real property in the manner
and on the terms and conditions as our Trustee deems appropriate.

Our Trustee may grant or release easements in or over, subdivide, partition, develop, raze
improvements to, and abandon any real property.

Our Trustee may manage real estate in any manner considered best, and may exercise all other
real estate powers necessary to effect this purpose.

Our Trustee may enter into contracts to sell real estate. Our Trustee may enter into leases and
grant options to lease trust property, even though the term of the agreement extends beyond the
termination of any trusts established under this trust and beyond the period that is required for an
interest created under this trust to vest in order to be valid under the rule against perpetuities.
Our Trustee may enter into any contracts, covenants, and warranty agreements that our Trustee
deems appropriate.

Section 7.16  Residences and Tangible Personal Property

Our Trustee may acquire, maintaig, and invest in any residence for the beneficiaries’ use and
benefit, whether or not the residence is income producing and without regard to the proportion
that the residence’s value may bear to the trust property’s total value, even if retaining the
residence involves financial risks that Trustees would not ordinarily incur. Our Trustee may pay
or make arrangements for others to pay all carrying costs of any residence for the beneficiaries’
use and benefit, including taxes, assessments, insurance, maintenance, and other related
expenses.

Our Trustee may acquire, maintain, and invest in articles of tangible personal property, whether
or not the property produces income. Qur Trustee may pay for the repair and maintenance of the
property.

Our Trustee is not required to convert the property referred to in this Section to income-
producing property, except as required by other provisions of this trust.

Our Trustee may permit any Income Beneficiary of the trust to occupy any real property or use
any personal property owned by the trust on terms or arrangements that our Trustee determines,
including rent free or in consideration for the payment of taxes, insurance, maintenance, repairs,
or other charges.

Our Trustee is not liable for any depreciation or loss resulting from any decision to retain or
acquire any property as authorized by this Section.
Section 717  Retention and Abandonment of Trust Property

Our Trustee may retain any property constituting the trust at the time of its creation, at the time
of my death, or as the result of the exercise of a stock option, without liability for depreciation or
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loss resulting from retention. Our Trustee may retain property, notwithstanding the fact that the
property may not be of the character prescribed by law for the investment of assets held by &
fiduciary, and notwithstanding the fact that retention may result in inadequate diversification
under any applicable Prudent Investor Act or other applicable law,

Our Trustee may hold property that is not income producing or is otherwise nonproductive if
holding the property is in the best interests of the beneficiaries in the sole and absolute discretion
of our Trustee. On the other hand, our Trustee will invest contributions of cash and cash
equivalents as soon as reasonably practicable after the assets have been acquired by the trust.

Our Trustee may retain a reasonable amount in cash or money market accounts to pay
anticipated expenses and other costs, and to provide for anticipated distributions to or for the
benefit of a beneficiary.

Our Trustee may abandon any property that our Trustee considers of insignificant value,

Section 7.18  Securities, Brokerage and Margin Powers

Our Trustee may buy, sell, trade, and otherwise deal in stocks, bonds, investment companies,
mutual funds, common trust funds, commodities, options, and other securities of any kind and in
any amount, including short sales. Our Trustee may write and purchase call or put options, and
other derivative securities. Our Trustee may maintain margin accounts with brokerage firms,
and may pledge securities to secure loans and advances made to our Trustee or to or for a
beneficiary’s benefit.

Our Trustee may place all or any part of the securities held by the trust in the custody of a bank
or trust company. Our Trustee may have all securities registered in the name of the bank or trust
company or in the name of the bank’s nominee or trust company’s nominee. Our Trustee may
appoint the bank or trust company as the agent or attorney in fact to collect, receive, receipt for,
and disburse any income, and generally to perform the duties and services incident to a custodian
of accounts,

Our Trustee may employ a broker-dealer as a custedian for securities held by the trust, and may
register the securities in the name of the broker-dealer or in the name of a nominee; words
indicating that the securities are held in a fiduciary capacity are optional. Our Trustee may hold
securities in bearer or uncertificated form, and may use a central depository, clearing agency, or
book-entry system, such as The Depository Trust Company, Buroclear, or the Federal Reserve
Bank of New York.

Our Trustee may participate in any reorganization, recapitalization, merger, or similar
transaction. Our Trustee may exercise or sell conversion or subscription rights for securities of
all kinds and descriptions. Our Trustee may give proxies or powers of attorney that may be
discretionary and with or without powers of substitution, and may vote or refrain from voting on
any matter,

Section 7.19  Settlement Powers

Our Trustee may settle any claims and demands in favor of or against the trust by compromise,
adjustment, arbitration, or other means. Our Trustee may release or abandon any claim in favor
of the trust.
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Section 7.20  Limitation on Our Trustee's Powers

Our Trustee may not exercise or participate in the exercise of discretion with respect to
the distribution of income or principal that would in any manner discharge a legal
obligation of our Trustee, including the obligation of support.

If a beneficiary or any other person has the power to remove a Trustee, that Trustee may
not exercise or participate in the exercise of discretion with respect to the distribution of
income or principal that would in any manner discharge a legal obligation of the person
having the power to remove the Trustee, including that person’s obligation of support.

(Remainder of page intentionally left blank,)
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Article Eight
General Provisions

Section 8.01 Maximum Term for Trusts

Notwithstanding any other provision of this agreement, unless sooner terminated under other
provisions hereof, any trust share created under this agreement terminates upon the expiration of
the longest period that a nonvested property interest may validly exist under ARS §14-2901 or a
successor provision describing the Arizona Rule Against Perpetuities.

At that time, the remaining trust property vests in and shall be distributed to the persons entitled
to receive mandatory distributions of net income of the trust and in the same proportions. If none
of the beneficiaries is entitled to mandatory disttibutions of net income, the remaining trust
property vests in and shall be distributed to the beneficiaries entitled to recetve discretionary
distributions of net income of the trust, in equal shares per capita at each generation.

Section 8.02  Spendthrift Provision

No beneficiary may assign, anticipate, encumber, alienate, or otherwise voluntarily transfer the
income or principal of any trust created under this trust. In addition, neither the income nor the
principal of any trust created under this trust is subject to attachment, bankruptey proceedings or
any other legal process, the interference or control of creditors or others, or any involuntary
transfer.

This Section does not restrict a beneficiary’s right to disclaim any interest or exercise of any
power of appointment granted in this trust. In addition, this Section does not limit the ability of a
Trustee to appoint property in further trust for any beneficiary as provided in Section 6.02.

Section 8.03  Changing the Governing Law and Situs of Administration

At any time, our Trustee may change the governing law of the trust; change the situs of the
administration of the trust; and remove all or any part of the property from one jurisdiction to
another. Our Trustee may elect, by filing an instrument with the trust records, that the trust will
then be construed, regulated, and governed by the new jurisdiction’s laws, Qur Trustee may take
action under this Section for any purpose our Trustee considers appropriate, including the
minimization of any taxes in respect of the frust or any trust beneficiary.

If considered necessary or advisable by our Trustee, our Trustee may appoint an Independent
Trustee to serve as Trustee in the new situs.

If necessary and if our Trustee does not appoint an Independent Trustee within 30 days of our
Trustee’s action to change the governing law or situs of the trust, the beneficiaries entitled to
receive distributions of the trust’s net income may appoint a corporate fiduciary in the new situs
by majority consent. If a beneficiary is a minor or is incapacitated, the beneficiary’s parent or
Legal Representative may act on the beneficiary’s behalf.’

Section 8.04  Definitions

For purposes of this trust, the following terms have these meanings:
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(a) Adopted and Afterborn Persons

A person in any generation who is legally adopted before reaching 18 years of age
and his or her descendants, including adopted descendants, have the same rights
and will be treated in the same manner under this trust as natural children of the
adopting parent. A person is considered legally adopted if the adoption was legal
at the time when and in the jurisdiction in which it occurred.

A fetus in utero later born alive will be considered a person in being during the
period of gestation.

(b) Descendants

The term descendants means persons who directly descend from a person, such as
children, grandchildren, or great-grandchildren. The term descendants does not
include collateral descendants, such as nieces and nephews,

(c) Education

The term education is intended to be an ascertainable standard under Internal
Revenue Code Sections 2041 and 2514 and includes:

enrollment at private elementary, junior, and senior high school,
including boarding school;

undergraduate and graduate study in any field at a college or
untversity;

specialized, vocational, or professional training or instruction at
any institution, as well as private instruction; and

any other curriculum or activity that our Trustee considers useful
for developing a beneficiary’s abilities and interests including
athletic training, musical instruction, theatrical training, the arts,
and travel.

The term education also includes expenses such as tuition, room and board, fees,
books, supplies, computers and other equipment, tutoring, transportation, and a
reasonable allowance for living expenses.

(d) Good Faith
For the purposes of this trust, a Trustee has acted in good faith if:
an action or inaction is not a result of intentional wrongdoing;

the Trustee did not make the decision to act or not act with reckless
indifference to the beneficiaries’ interests; and

an action or inaction does not result in an improper personal
benefit to the Trustee.

(e) Incapacity

Except as otherwise provided in this trust, a person is considered incapacitated in
any of the following circumstances.
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(1)  The Opinion of Two Licensed Physicians

An individual is considered to be incapacitated whenever two
licensed physicians give the opinion that the individual is unable to
effectively manage his or her property or financial affairs, whether
as a result of age; illness; use of prescription medications, drugs, or:
other substances; or any other cause. If an individual whose
capacity is in question refuses to provide necessary documentation
or otherwise submit to examination by licensed physicians, that
individual will be considered incapacitated.

An individual is considered restored to capacity whenever the
individual’s personal or attending physician provides a written
opinion that the individual is able to effectively manage his or her
property and financial affairs,

(2) Court Determination

An individual is considered incapacitated if a court of competent
jurisdiction has declared the individual to be disabled,
incompetent, or legally incapacitated.

(3) Detention, Disappearance, or Absence

An individuval is considered to be incapacitated whenever he or she
cannot effectively manage his or her property or financial affairs
due to the individual’s unexplained disappearance or absence for
more than 30 days, or whenever he or she is detained under duress.

An individual’s disappearance, absence, or detention under duress
may be established by an affidavit of our Trustee, or by the
affidavit of any beneficiary if no Trustee is then serving. The
affidavit must describe the circumstances of the individual’s
disappearance, absence, or detention, and may be relied upon by
any third party dealing in good faith with our Trustee.

(f}  Income Beneficiary

The term Income Beneficiary means any beneficiary who is then entitled to
receive distributions of the trust’s net income, whether mandatory or
discretionary.

Unless otherwise provided in this trust, the phrase majority of the Income
Beneficiaries means any combination of Income Beneficiaries who would receive
more than 50% of the accrued net income if that income were distributed on the
day of a vote. For purposes of this calculation, beneficiaries who are eligible to
receive discretionary distributions of net income receive the imputed income in
equal shares.

References to a majority refer to a majority of the entire trust collectively until our
Trustee allocates property to separate trusts or trust shares, After our Trustee



allocates property to separate trusts or trust shares, references to a majority refer
to a majority of each separate trust or trust share.

() Instrument

The term this instrument means this trust, and includes all trusts created under the
terms of this trust.

(h) Internal Revenue Code and Treasury Regulations

References to the Internal Revenue Code or to its provisions are to the Internal
Revenue Code of 1986, as amended, and any corresponding Treasury
Regulations, References to the Treasury Regulations, are to the Treasury
Regulations under the Internal Revenue Code in effect. If a particular provision
of the Internal Revenue Code is renumbered or the Internal Revenue Code is
superseded by a subsequent federal tax law, any reference is considered to be
made to the renumbered provision or to the corresponding provision of the
subsequent law, nnless to do so would clearly be contrary to my intent as
expressed in this trust. The same rule applies to references to. the Treasury
Regulations.

(1) Legal Representative or Personal Representative

As used in this trust document, the term Legal Representative or Personal
Representative means a person’s guardian, conservator, executor, administrator,
Trustee, or any other person or entity representing a person or the person’s estate.
In the case of a minor beneficiary, the beneficiary’s parent or another adult with
custody of the beneficiary, except for any transferor to a trust created under this
instrument, will be considered the beneficiary’s Legal Representative for purposes
of this trust.

(i) Per Stirpes

Whenever a distribution is to be made to a person’s descendants per stirpes, the
distribution will be divided into as many equal shares as there are then-living
children and deceased children who left then-living descendants. Each then-
living child will receive one share, and the share of each deceased child will be
divided among the deceased child’s then-living descendants in the same mannet.

(k) Permissible Distributee

“Permissible Distributee” means a beneficiary who is currently eligible to receive

distributions of trust income or principal, whether the distribution is mandatory or
discretionary. :

) Primary Beneficiary

The Primary Beneficiary of a trust created under this trust is that trust’s oldest
Income Beneficiary, unless some other individual is specifically designated as the
Primary Beneficiary of that separate trust,
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(m) Qualified Beneficiary

“Qualified Beneficiary” means a beneficiary who, on the date the beneficiary’s
qualification is determined:

(1) is a distributee or Permissible Distributee of trust income or
principal;

(2) would be a distributee or Permissible Distributee of trust
income or principal if the interests of the distributees
described in subparagraph (1) terminated on that date; or

(3) would be a distributee or Permissible Distributee of trust
income or principal if the trust terminated on that date.

(n)  Shall and May

Unless otherwise specifically provided in this trust or by the context in which
used, the word shall in this trust imposes a duty, command, direct, or require, and
the word may to allow or permit, but not require. In the context of our Trustee,
the word shall imposes a fiduciary duty on our Trustee. The word may empowers
our Trustee to act with the Trustee’s sole and absolute discretion unless otherwise
stated in this trust. The words may ot in reference to our Trustee, specifically
means our Trustee is not permitted to.

(o) Trust

The terms this trust, this document, instrument, and this trust document refer to
this trust and all trusts created under the terms of this trust,

(p) Trustee

The terms our Trustee and Trustee refer to the Initial Trustee named in Article
One and to any successor, substitute, replacement, or additional person,
corporation, or other entity that ever acts as the Trustee of any trust created under
the terms of this trust. The term Trustee refers to singular or plural as the context
may require.

(q) Trustmaker

Trustmaker has the same legal meaning as Grantor, Settlor, Trustor or any other

~term referring to the maker of a trust.

(r) Trust Property

The term trust property means all property acquired from any source and held by
a Trustee under this trust.

Section 8.05  General Provisions and Rules of Construction

The following general provisions and rules of construction apply to this trust.

(8)  Multiple Originals; Validity of Paper or Electronic Copies

This trust may be executed in any number of counterparts, each of which will be
considered an original,
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Any person may rely on a paper or electronic copy of this trust that the Trustee
certifies to be a true copy as if it were an original.

(b)  Singular and Plural; Gender

Unless the context requires otherwise, singular words may be construed as plural,
and plural words may be construed as singular. Words of one gender may be
construed as denoting another gender as is appropriate within the context. The
word or, when used in a list of more than two items, may function as both a
conjunction and a disjunction as the context requires.

(¢) Headings of Articles, Sections, and Subsections

The headings of Articles, Sections, and Subsections used within this trust are
included solely for the convenience of the reader. They have no significance in
the interpretation or construction of this trust,

(d} Governing State Law

This frust is governed, construed, and administered according to the laws of
Arizona, as amended except as to trust property required by law to be governed
by the laws of another jurisdiction and unless the situs of administration is
changed under Section 8.03.

(¢) Notices

Unless otherwise stated, any notice required under this trust will be in writing.
The notice may be personally delivered with proof of delivery to the party
requiring notice and will be effective on the date personally delivered. Notice
may also be mailed, postage prepaid, by certified mail with retum receipt
requested to the last known address of the party requiring notice. Mailed notice is
effective on the date of the return receipt. If a party giving notice does not receive
the retumn receipt but has proof that he or she mailed the notice, notice will be
effective on the date it would normally have been received via certified mail. If
the party requiring notice is a minor or incapacitated individual, notice will be
given to the parent or Legal Representative.

()  Severability

The invalidity or unenforceability of any provision of this trust does not affect the
validity or enforceability of any other provision of this trust. If a court of
competent jurisdiction determines that any provision is invalid, the remaining
provisions of this trust are to be interpreted as if the invalid provision had never
been included.
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We have executed this trust on the date written below our respective name. This frrevocable
trust agreement is effective when signed by all Trustmakers, whether or not now signed by a

Trustee.

e ———

o

Andrew John Davies, Trustmaker
Dated:

%

Sarah Ramona Davies, Trustmaker
Dated:

Jdssica Deborah Davies, Trustmaker
Dated:

-

(Horees..

Jo an Davies, Trustee
Dated:

Judith J%hore Davies as parent of Walter
RobértDavies, Trustmaker
" Dated:
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Certification of Trust for the
Davies Arizona Trust

Under A. R. S. §14-11013, this Certification of Trust is signed by all the currently acting
Trustees of the Davies Arizona Trust dated December 19, 2013, who declare as follows:

1,

The Trustmakers of the trust are Andrew John Davies, Sarah Ramona Davies,
Jessica Deborah Davies, and Walter Robert Davies. The trust is irrevocable and
unamendable by the Trustmakers.

The Trustee of the trust is John Evan Davies.

There is no tax identification number of the trust because all tax events and
consequences will be distributed or attributed under 1. R. C. §871 to the
Trustmakers all of whom are non-resident aliens living in the United States less
than 183 days a year.

Title to assets held in the trust shall be titled as:

John Evan Davies, Trustee of the Davies Arizona Trust,
dated December 19, 2013.

Any altemnative description shall be effective to title assets in the name of the trust
or to designate the trust as a beneficiary if the deseription includes the name of at
least one initial or successor trustee, any reference indicating that property is being
held in a fiduciary capacity, and the date of the trust,

Excerpts from the trust agreement that establish the trust, designate the Trustee and
set forth the powers of the Trustee will be provided upon request. The powers of
the Trustee include the power to acquire, sell, assign, convey, pledge, encumber,
lease, borrow, manage and deal with real and personal property interests,

The terms of the trust provide that a third party may rely upon this Certification of
Trust as evidence of the existence of the trust and is specifically relieved of any
obligation to inquire into the terms of this trust or the authority of my Trustee, or to
see to the application that my Trustee makes of funds or other property received by
my Trustee,

The trust has not been amended or judicially reformed in any way that would cause
the representations in this Certification of Trust to be incorrect.

December ___, 2013

John Wavies. Trustee

Page 1
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PROVINCE OF ONTARIO

CITY OF TORONTO

This instrument was acknowledged before me onAJecemberg

Davics, as Trustee.

2013, by John Evan

Notary Publie " ~>%—"
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1319

e



1320

~—
“ ~ o
= . o
> it
PR

= v
- - T an

-~ - L3
< - ik

AN
./v;a-u .-¢f-flﬁ.\

Yiis1o4
QLAY

A

EETTRRTEN




TAB K



1

ON-THE-MARK APPRAISAL

3369143
Fiie No. OTM-390

APPRAISAL OF

LOCATEDAT:

35410 N. Ridgeway Dr,
Carefree, AZ 85377

FOR:

B of | Federal Bank
4350 La Jolla Village Drive, Suite 140
San Diego, CA 92122

BORROWER:

John Davies

AS OF:

December 9, 2015

BY:

Mark Kaegl
Certified Residentlal Appraiser
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ON-THE-MARK APPRAISAL

3360143
File-No. OTM-380

Axis Appraisal Management Solutions, Inc.
B of | Federal Bank

4350 La Jolla Village Drive, Suite 140

San Diego, CA 92122

File Number:  OTM-390

In accordance with your request, | have appralsed the real property at;
35410 N. Ridgeway Dr,
Carefree, AZ 85377
The purpose of this appraisal is 1o develop an opinion of the market value of the subject property, as improved.
The property rights appraised are the fee simple interest in the site and improvements,
In my opinion, the market value of the property as of December 9, 2015 is:
$1,740,000
One Million Seven Hundred Forty Thousand Dollars

The altached report contains the description, analysis and supportive data for the conclusions,
flnal opinion of value, descriptive photographs, limiting conditions and apprapriate certifications.

Mark Kaegi 0‘3‘\

Certified Residential Appraiser
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™ Contiaet Price $ Date of Contract Is the property selier the ownet ol public record? !Yes l No _Data Sowce(s)
4 s there any financiai assistance (loan charges, sale fons, gift of davnpay i etc.) to be paid by any party an behall of the bomower? Yes Ne

R B Bhbornood G BCIeTIEICS e ; PR IBIHBATNG 17 S 0% S SR B A e Ol B e e e SR i DS RT
Location | ) Urban Suburban Rural Prapeny Vaes Increpsing X Stnble Beclinin PRICE AGE | One-Unit 75 %
Buh-Up Qver 76% 25-75% Undes 26% | Demand/Suppl Shorta In Balanze Over Supply | $(000) ] {yis) 2-4 Unit %
Growth Rapid Stable Stow, Marketing Yime Under 3 nths 3-6mths Ovel 6 mths 750 Low 8 | Mut-Family %
=4 Nelghborhood Boundaries North;Black Mountain, East;Tom Darlington Drive, South;Carefree 2,274 High 51 | Commercial %
¢ nghway, West;Black Mountain. 1,300 Pred. 15 Other Mtn Psv 25 %

ON-THE-MARK APPRAISAL
) N 3369143
Uniform Residential Appraisal Report Fil No. OTM-390

The purpose of this summaty appraisal teport Is o provide the lender/client with an accurate, and adequately supported, opinion of the market value of the subject property.

Pioperty Addiess 35410 N, Ridgeway Dr. ] city Carefree Stae AZ  2ip Code 85377

Bomover John Davies Qwner of Pudlic Record John Davies/Davies Family Trust Couniy Maricopa

Leqal Descrption Lot #17, Carefree Grand View Estates Unit 1 MCR 224-26

Assessor's Parcel # 216-32-102 Tax Yoar 2015 R.E.Taxess 5,180

Neighborhood Name_Carefree Grandview Estates Map Reference 66 KU/M72 Census Trat 0304.01

Ocowsart LX) Owner Tenant Vacat Special Assessments § 0 PUD HOA$ 750 Del year ! !ger month
=1 Praperty Rights Aporaised Fee Simple Leasehoid Other (deseribe)

Assignment Tyoe Purchase Transaction__|XJ Refinance Transaction Ozher (describe)

Lendes/Clien; B of | Fedsral Bank Address 4350 La Jolta Village Drive, Suite 140, San Diego, CA 82122

Is the subject property currenliy offered for sale of has i baen offered for sale in the twelve months prior to the elfective date of this appraisal? Yes [z] o

Repon data sowce(s) used, offering price(s), and date(s). Armis

| D(ﬁd D did not anatyze the conract for sale fof the subject purchase tansaction. Explain the resutis of the anatysls of the contract for sale or why the analysls was not performad.

Il Yes, repont the fotal dottas smount and describe the items 1o be paid.

Note: Race and the racial composition of the nalghborhood are not appraissl factors,

Neighborhood Description  Carefree Grandview Estates is conveniently Jocated on the south rim of Black Mountain. Located within the town of Carefree, |
the area Is known for native sonoran desert Jandscape and mountain views, Subject located close to main commercial area of Carefree and with
specialty shops and dining, There is convenient access to freeway, recreation, schools, support facllities and amenities.

Harket Condaions (including support for the ahove toncliusions)  See attached addendum for market conditions

Dimensions 206 X 155 X 233 X 181 X 310 Avea 1,68 ac Shepe RectangulariSlight Irreg.  View B;Mtn;Efev;Hilside
Specific Zoning Classification R-70 Zoning Description 70,000 SE Per Single-Family Dwelling
Zo:ving Compliance (X Legal Legal-Nonconforming {Grandlathered Use] No Zoning Itiegal {gescribe)

Is the highest and best use of the subject propesty 8s improved {or as propased per plans and specifications) the present use? [X] Yes D No I No, describe. Highest and
best use "as-is” single family residential.

Utllities Publle  Other({describe) Public _Othar (dascribo) Ofl-sitelmprovements—Type Publie. Private
Electric] Water ) O Sireet Asphalt X

Gas X Sanftary Sever 0 X] septic System Atey None

FEMA Specisl Fload Hazard Ares () Yes (X)No FEMA Fibod Zone X FEMAMap# 04013C0890L FEMA Map Date 10/16/2013

Are the utifties ang off-site imptoyements typical for the matket arga? . [X] Yes No It Ho, describe,

e there any adverse site congiions or. extemal factors. \af condtions, land uses, elc)? | JYes (XINo 1 Yes, descrive. No visible

adverse easements or encroachments ohserved. No readily apparent adverse site or external factors known to the subject
site, However, many site related Issues are beyond the scope of this assignment. Subject site is a hillside lot, elevated from
Ridgeview St. but sits below street level on it's 66th place property entrance.Level building envelope with rear downslope.

S G N R A RS G R ON R R e R T DA NS B e | EXT E RIOR DESCRIPTION S At e e conaetio | INTE RO R A M aeMlsilcoadiion
Unlts One One vith Accessory Unit Conuele Slab Ctavf Space Foundation Walls Concretelqd lloors Stag.Trev.Tlla/Bd
£ of Stories 1 Fuli Basement Partial Rasement | Exteror Walls WdFramd/StuceolGiaswGd | Walls D.Wall/PaintiGd
T Det. A S-DetfEnd Unit] Basement Area 0 sq.fi_§ Roof Sudace Blt-up FoamiGd Tim/Figish___ Paint/Good

Existin Proposed Under Const. | Basemenst Finish 0% | Gutiers & Downspouts Overhangtscupporstavg | Balh Floor __ Stag.Trav.Tile/Gd
Design {Style) Santa Fe/Contemporal Window Type AnodiThemo/Gd Balh Wainscol_Dec.Tile/Gd B
Year Byit 2014 Storm Seshfinsutated None/Typical/Ava | Car Storeqe None
Effective Age (Yrs) 1 Screens No Screens Driveway #0ofCers 2
Atle X None _Amenhies WoodStovels) #0 | Driveway Surface Pavers

Drop Stair Steirs L) FueIGasIEIectrlc (X Fiepiace(s)# 1__(X) Fence W.iron X)Gorage  #ofCars 2

Floox Seuttle Coglin Centrat Alr Conditioni Patio/Deck mulsste Poich Gv.Entry Carpont _ # ol Cars

Finished Hented Tndividual Qther Pool Neg.Edge |X)Other spareivrin |[XJAn. - { JDet, [ JBuitin
Appliances Relrigerator | X JRangelOven | X Dishwrasher Disposal: Micrawave Washer/Dryet Other {describs]
Finished area above giade conains: 8 Rooms 4 Bedrooms 3.0 Bath(s) 4,495 Square Feel of Gross Living Area Above Grade

Addilonal features (special energy efficient ftems, etc.).  Staggered travertine tile flooring, granite slab and marble counter tops, custom Antegrade African Hardwood
4 cabinetry,custom celling fans, 8t MetaliFrench doors, selmless wall of (ass windows, custom wood ceiling detalls, custom vanities Jacuzzi tub, surround sound.

53 Describe the condition of the property (inskiding needed tepalrs, deteriorati deling, eic):  C1;Kitchen-remodeled-less than one year

ago;Bathrooms-remodeled-less than one year ago;Kitchen has Afrlcan hardwood cabinetry, granite slab/marble counter tops,
custom Wolf/Asko stainless appliances with 2 subzeros, icemaker and built-in espresso machine. Bathrooms custom marble
counter tops, Ronbow sinks, custom tile shower surrounds, shmilar custom cabinetry, Subject has been completely torn

down and rebuilt from exterlor and all new high end finishes and upgrades have been added to the Interior.

Ase there any physical deficlencies o adverse condiions that aflect the livability, soundness, o¢ structiral integgity of the property? Yes @ No i Yes, desive. While no
physical deficiencies or adverse conditions that affect livability, soundness or structural integrity were noted, such ltems are
generally beyond the expertise of the appraiser. These ssues are often related to areas that are hidden from the appraiser's

view. See limiting condition #5 and comments on page three related to appraiser's definition of "complete visual inspection.”

Does the property. generally conform 1o the nelghbothond {junctional utlity, style, condition, use, construction, ec.)? Xves (Mo IrNo, desciive. Subject's architecture

style is in conformity with the area norms. Functional utility is acceptable with adequately sized rooms and an efficient

layout.

Frestie Maz Fom 7 Maich 2036 UAD Verslon 92011 Producce ung ALY s, & :asmz) wn ST COT Fermily Mee Fo'm 1004 haich
. ipee] o
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ON-THE-MARK APPRAISAL

3369143
Uniform Residential Appraisal Report Fie Mo, OTM-390
Theteare 20 comparable properties currently offered for sale In the sublect neighdothaod ranging in price from$ 685,000 1$ 4,750,000
There are 19 comporable sales In the subject neighborhood within the past twelve months ranging in sele price rom$ 750,000 s 2,274,000
FEATURE SUBJECT COMPARABLE SALE NO.1 COMPARABLE SALE NO, 2 COMPARABLE SALE NO. 3
35410 N, Ridgeway Dr. 35646 N, Meander Way 36601 N. Sidewinder Rd., 6644 E, E| Sendero
Address Carefree, AZ 85377 Carefree, AZ 85377 Carefree, AZ 85377 Carefree, AZ 85377
Proximity to Subject AR ESEEY 0.58 miles NE 1.27 miles NE 0.13 miles SE
Salg Prite $ : s 1,725,000 )& 3 $ 1,725,000 |EREEESIREER] ¢ 1,486,000
Sak PricelGioss Liv: Avea | § 0.00 sg.ft {§  365.08 sq.f [¥ s $ 459.5 sq u|f s 333.48 oo |EESSEREG AR
Dala Sowce(s) e Armis #5238473;DOM 262 Armis #5185971;DOM 185 Armls #5243625;D0M 19
Verification Spurcefs S k2 Monsoon Tax/Doc#20150794883 [ Monsoon Tax/Dock20150377413 | Monsoon Tax/Doc#20150230267
VALUE ADJUSTHMENTS DESCRIPTION DESCRIPTION 411§ Adpusiment DESCRIPTION +1) $ Agjusment DESCRIPTION +11$ Aduament
Sale of Financing I ArmLth Armlth Armith
Conzessions % i Cash;0 Conv;0 Cash;0
Date of SalefTime e {s11115,c09/15 s05/15;c04/15 s04/15:c03/15
Location ‘|N;Res;Gtd ‘N:Res; 40,000 | N:Ros:fodrst:ConCds 40,000 [N;Res:Gtd
LeascholdiFee Simple | Fee simple Fee simple Fee simple Fee simple
She 1.68 ac 2.40 ac 0[1.65 ac 011.78 ac 0
View B8;Mtn;EleviHilside | BiMtn;EleviHllside B:MtniDsrt Prsv 0 | B;Mtn:EfeviHlislds
Deslgn (Style) DT4;Santa Fefcontemp | DT4:Contemporary 0{DT1;Santa Fe 0(DT1;Spanish 0
Quality of Construction | Q2 Q2 o] Q2
Actust Age 1 26 100,000 13 033 160,000
Conditlan Ci c2 0j{c2 0|C2 0
Above Grade Tolst | Borml Balhs Toial | Bams, Bathy Yoot Bd'tml Buths Totsl |Bdmns, Baths
Room Count sl4f 30 |7 I 3 I 34 -15000/8 (4] 4.0 -30,0001 8B [4] 4.0 -15,000
Gross Lidng Area 125 4,495 sq b, 4,725 .1t -28,800 3,754 sk 92,600 4,456 sq.f. 0
Basemen! & Finished Osf Osf 0sf Osf
Rooms Below Grade
Functinal Ut Good Good Good Good
4 Heating/Coolin Fau/Cac Fau/Cac FauiCac Fau/Cac
<4 Energy Elficinat liems Upg C.Fans Upg C.Fans Upg C.Fans Upg C.Fans
(74 Garage/Catpot 2ga2dw SgaSdw -50,000 | 4gnddw 40,000 | 3ga3dw -20,000
3 PorcluPatiofDeck MulCy.Patio'siov.PorchArie |-Gy Patio'/Gl.Yard 10,000 | mur.rago'seckmiyaa 0 | #atpauprovPatcheck 0
Flreplace 1 Fireplace 3 Fireplaces -16,000 3 Fireplaces -16,000 | 2 Fireplaces -8,000
:- PoollAmenities NegPoolBpuBbgsF Pitwiiron | POOUBbYF.PIWiron 10,000 | poouspasBbatépmiron 0 [Pool/SpalP.Blk 15,000
Features Uparades Sim Upg/Dut Gt Cashta- -30,000 | sim Upg/Det Gst Casita -30,000 | inf Upgrades 125,000
| Net Adusiment (Total. : 3 . () s 20200 D3 [)- |s 16,600] 00, (- s 257,000
Adjusled Sale Price 2 2xe] Net Adj. 1.2% Net Adj. 1.0% NerAd, 17.3%
4 of Comparables wesiaar] Coss Ak 17.4%]3 1,745,200 | Gosspd. 14.4% (¢ 1,741,600 | GrossAdi. 234918 1,743,000
1 did did not reseasch the sale or vansfer history of the subject praperty and comparable sales. i not, explain
My tesearch did did not reveal 8 Jot safes or transfers of the subject propeny for the three years priot to the effective date of this aopraisal.

2} similar In terms of gross ilving area,

Data source(s) Armis/Monsoon tax
My tesearch D did did not teveal any prior sales of transfers of the comparable sales for fhe year peior to the daie of sale of the
Data source(s) Armis/Monsoon tax

f sale.

Report the resutts of the reseateh and analysis of the prior sate of transler history of the sublact prooerty and comparable sales {report additiona! prior sales on pags 3).

ITEM SUBJECT COMPARABLE SALE NO. 1 COMPARABLE SALE NO. 2 COMPARABLE SALL NO. 3
Daig of Prioe SalefTransfer 12/30/2013 01/28/2001 11/20/2003 01/02/2013
Price of Prior SaleTransfel $1,250,000 $875,000 $1,350,000 $1,830,587
Dals Source(s Monsoon Tax Monsoon Tax Monsoon Tax Monsoon Tax
Efective Oate of Data Source(s). | 12/09/2015 12/09/2015 12/09/2015 12/09/2015
Analysis of priot sale or transler history of the subject property end comparable soles  Recent prior sale of the subject property represents a normal arm'’s

length transaction/purchase by the current owner, The prior sales price on. 12/30/2013 is not reflective of the current exterior

tear downirebuild of both exterior and interior. No prior sales or transfers of the comparable sales for the year prior to the

date of sale of the comparable saies.

Summary of Sales Comparison Approach.  Comparables chosen mostly from the same Carefree/Black Mountain comparative market area.

#1 is approximately similar in sfze with bonus room instead of fourth bedroom and adjusted for having detached guest casita
amenity. Location adjustment for non security gated area. Age adjustment as subject has been rebuilt and is currently going

to be occupied with no physical depreciation. #2 has smaller gross living ares with amenity adjustment for having a

detached guest caslta. Location adjustment offset as although #2 is a corner/cul-de-sac lot it does front toward a minor

feeder streat. #2 does share similar high end interior upgrades. #3 has similar gross living area. Age adjustment applied as
subject has been rebullt and is currently going to be occupied with no physical depreciation. Interior upgrade adjustment for

subject's high end contemporary upgrades and exterior accenting.

Indicated Value by $ates Comparison Approach $ 1,740,000

Indlcated Vatue by: Sales Comparison Approach 51,740,000 CostApproach (if developed) $ 1,846,700 income Approach (if developed) § 0

Heavlast consideration glven to the sales comparison approach.Cost approach subject to obsolescence factors. Income approach wes not deemed reliable within
this primarily owner occupled area. All comparables were consldered in the final estimate of value with & heavier welghting on comparables 1-3 as they are most

This appraisal is made “asls, D subject to completion per plans and specifications on the basis of a hypothaticat conddion that the Improvements have heen completed,
Dsub;‘ecz 10 the faltoving repalrs or alierations on the basis of a hypothetica! condition that the repairs of aiterations have been completed, or D subject 10 the foflowing required
inspeciion based on the exraordinary assumplion thai the condition or deficiency does niat requise akerallon of repair:

Based on a complete visual inspaction of the interlor and exterlar areas of the subject property, defined scope.of work, statement of assumptions and fimiting
conditlons, and appraiser’s certification, my (our) opinion of the market value, 85 deflned, of the real property that s the subjeet of this reportis 1,740,000

ssot_12/09/2018 . whichls the date of inspection and the effectlve date of this appraisal:
Fredde Wac Form 70 1Aareh 2005 UAD Versar 92051 Frodcedutrg ACTsotwire. B0ZILONT wawbtrivsh trm Fornig Mar Form 1004 Marh 2005
Page 20l HOSIBUAD 1222004
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ON-THE-MARK APPRAISAL
3369143
Uniform Residential Appraisal Report Fie No. OTM-390

INTENDED USE, INTENDED USERS AND PURPOSE!
As Indicted In the USPAP Compliance Addendistn pagies, the lendericlient Intends this appraisal report for use by B of | Federal Bank and by Axis Appraisal
Management Solutions, acting es an agent of the lender In.ordering the appraisal. The purpose of this report Is a morigage finance transaction only, The intended
users of this appraisal report include the stated lender/client, any agent acting for the lender, and any other institution(s) Involved tn the undenwriting, approval, and
funding of the mortgage loan, The use of this appralsal report by anyone other then the stated Intended users, such as an unknown assign, or for any other use than
the stated intended use, is prohibited. No one else, including the borrower, shall rely on the estimate of velue or any other conclusions contalned in this appralsal
report, The appraisal raport should notbe considered as complete without il addendum pages and exhibits.

INSPECTION OR INSPECT:

The scope of this assignment is based on a visual inspection of the subject property snd If requested, 8 measurament of the property extarior, This appralsal repont
Is not a home Inspection raport and should not be relied upon to disciose condition of the subjact property. Inspect and Inspection terms are not meant to imply that
the appralser Is 3 home inspector or that the appraisal process Involves analyzing the subject property to this fevel of delall. The appraiser Is not a home inspector
and does not possess this expartise. A more appropriste term that will be used for the purposes of this asslanment is "view™ or “viewing”,

COMPLETE VISUAL INSPECTION:

For the purposes of this assignment, the term “complete visual inspection” Is defined as a cursory observation of the subject property by the appraiser used to
describe In general terms the relevant physical characteristics such as features, size and condition of the subject property. The appraiser has noted the items
consldered to be refevant, (ncluding items that may or may not affect the value of the subject property. The appraiser has viewed the subject propedy from the
interior and exterlor as part of the scope of work for this assignment. The appraiser did not.view the unfinished sttic nreas, or crawl space areas unless indicated
within this report. This viewiny is not intended to.discover or note every minute detall {Including unapparent physical deficlencles) regarding the subject propart:
including, but not limited to adverse condition, needed repairs, deterioration, unapparent physical deficiencles. Any areas that were not viewed or viewsbie due to
obstacles have been noted in the report. The appraiser will not move any porsonal ltems in order {0 view an area due to liability concerns._The user of this report Js
encoursgad 1o relain axperts In thelr respactive flalds for inspection(s) concerning potentlal physicaf deficiencles, subsoll conditions, environmentai Issues and
other coneerns about the subject property, as the sppraiser is only-an expart In the valuation of real estate,

ADDITIONAL COMMENTS

“The Scope of Work for this assignment is in.accordance with the pre-printed scope contained within the body of the FNMA form #1004 certificatlon. Any specific
client requests that ditfer from the pre-printed scope are described below and may supsrsede the pre-printed text; but are in the app s opinlon, compliant with
current USPAP requiremerits.”

Additlonal Scope of Work: The fee to he paid for the appraisal report (s $560.00

HMARKETING TIME AND EXPOSURE TIME FOR THE SUBJECT PROPERTY!

A rersonable marketing time for the subject Is 180 day(s) utllizing market condition partinent to the appraisal assignment. Exposure Time = The estimated length of
time the property interest being appraised wouid have been offered on the market prior to the hypothetical consummation of a sale at market value on the etfactive
date of the-appralsal. A reasonable exposurs time for the subject property s 80-270 day(s).

USPAP-DISCLOSURE OF PRIOR SERVICES:

Appraiser has not provided any service regarding the subject property within the past 36 months, | have not performed any services, as an appratser or In any other
capacity, on the subject proparty within the three year period immediately preceding acceplance of this assignment.

B R D B C OS T ARPROACHTONALUE {nbt Teiired by Eahnia Mie)
Provide adequate infocmation for the tenderfclient to replicate the below cost fiqwes and calculations,

Support far the opinion of site value (summary of comparable fand sales or other methiods for esimating site value) ~ Within the assessor book and map are(216-32)
encompassing the subject subdivision there Is only one closed 4.84 acre land sale on 12/2014 with 7 active listings that vary
widely from 1.79 to 13.66 acres. 7020 E, Stagecoach Pass Dr. 1, 4.84 acres closed 12/24/14 @$450,000. Active listing 6816 E.
Stagecoach Pass #659, 1.79 acre, $279,000. The estimated site value is supported more by a ggralser knowledge of the area

B ESTIMATED D_REPRODUCTIONOR {XJREPLACEMENT COST NEW OPINION OF SITE VALUE .. . NS | 275,000
=Y Sowrce of cost dite Bullding-Cost.Net Dweling 4,495 s_'m Yy =5 1,460,875
g Qualkty rating from cost senvice Good Elfediive date of cost data_12/2015 Sy FL@$ NTTVILE |
< Commenis on Cost Approach (qross living area caloulations, deprecistion, etc) Patio's Pool,Bba,F.Pit Features 75,000
I The cost estimates are based on appraiser experience of the [ GaragelCapont 764 So.FL@S$ 26.00.,....... L= 3 19,864
51 area and supported by on-line cost data and reflective of the [ TowiEsimaleoiCostew ... ~ 3 1,855,739
current market, The subject does not refiect deslgn or layout [less 85  Physical | Funcrionsl | Cxterna
obsolescence. No external obsolescence noted or observed. | Depeeciation  $14,084 | $20,000 $0 =8 34,084
Functional obsolescence assigned for cost of swimming pool | Deprecisted Cost of IMPOVEmENS .. .v.vvveererrsveinirerrieeen =8 1,521,655
versus market return. Please note attached floor plan. *As-is" Vzlue of Site Improvements,, ive v cvoevie i veiiea® $ - 50,000
R Eernaled Remaml Ecnnoml: Lile (HUD and VA onty) 84 Years INDICATED VALUE BY COST APPROACH v § 1,846,700
G e R P INCOME APPROACH TO VAL
5 lisnmnled Momhl Maorket Rent § 0 XGross Rem Mutiipliec 0 =% 0 Ind‘camd Vaiue by Income Aporozch

U Summary of Income Approach (inluding suppont for. market rent and GRM) The income approach was not deemed a reliable market indicator within

= this primarily owner occupied area.

B A A S O PROJECTINEORMATION FOR PUDE (1 BB pliEbIe) S
s the developerfouider in control of the Homeowners” Association (HOA)?  |_JYes [XJto  Uniwpels)  [X] Deacheg I Atached

Provide the following information for PUDs ONLY it the developer/hullder is in conirot of the HOA and the subject propeny is an atlached dwelling unit.
Legal name of prafect
F=4 Total number of ghases Total number of units Totat number of ynits sold
[=4 Total number of units rented Total numher of units for sale Data sourcefs

B4 Vas the project created by the conversian al an existing buitding{s) into a PUD? DYes D No__If Yes. date of conversiosi,
FSY Does the project contaln any mutkdwelingunits? [ JYes | JNo _Data sourcels)
4 Are the units, common elements, and recreation fackities complete? Yes No. If Ny, descrine the status of completion.

PUD

Aie the common elements leased to of by the Homeowners' Association? DYes D No “ 1i Yes, doscribe the rental terms and options,

Describe common elements and recreational facllities.

Fiaace Mac Farm 10 Margh 2033 UAD Veiwon 417001 Proaued usng AC swre. 800 24 8727 wuw aones con Fanue Mat Form 1004 March 203
Fage3dl B 10, C‘SU\DO‘I?ZN‘-
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This report form is deslgned to report an appraisal of a one-unit property or a one-unit property with an accessory unit; Including a
unitin a planned unit development (PUD).. This report form is not designed o report an-appraisal of a manufactured home or a unit
In a condominium or cooperative project.

This appraisal report is subject to the following scope of work, intended use, intended user, definition of market valug, statement of
assumptions and limiting conditlons, and certifications. Modifications, additions, or deletions to the intended use, infended user,
definition of market value, or assumptions and {imiting conditions are not permitied, The appraiser may expand the scope of work
to include any additional research oranalysis necessary based on the complexity of this appraisal assignment. Modifications or
defetions 1o the certifications are also not permitted. However, additional certifications that do not constituie material alterations

to this appraisal report, such as those required by law or those related to the appraiser's continuing education or membership in an
appraisal organization, are permitted,

SCOPE OF WORK: The scope of work for this appraisal is defined by the complexity of this appraisal assignment and the
reporting requirements. of this appraisal report form, including the following definition of market vaiue, stalement of assumptions
and limiting conditions, and certifications, The appraiser must, at a minimum: (1) perform a complete visual inspection of the
interior and exterior areas of the subject property, (2) inspect the neighborhood, (3} Inspect each of the comparable sales from at
least the street, (4) research, verify, and analyze data from reliable public and/or private sources, and (5) report his or her analysis,
opinlons, and conclusions in this appraisal report.

INTENDED USE: The Intended use of this appraisal report is for the lender/client 1o evaluate the property that Is the sublect of
this appralsal for a mortgage finance transaction,

INTENDED USER: The intended user of this appraisal report is the lender/client.

DEFINITION OF MARKET VALUE: The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller, each acling prudently, knowledgeably and assuming the price Is
not affected by undue stimulus. Implicit In this definition Is the consummation of a sale as of a specified date and the passing of
title from seller to buyer under conditions whereby: (1) buyer and seller are typlcally motivated; (2) both parties are well informed
or well advised, and each acting in what he or she considers his or her own best interest; (3) a reasonable time is allowed for
exposure in the open market; (4) payment Is made in terms of cash in U, S, dollars or in terms of financial arrangements
comparable thereto; and (5) the price represents the normal consideration for the property sold unaffected by special or creative
financing or sales concesslons* granted by anyone assoclated with the sale.

*Adjustments fo the comparables must be made for special or creative financing or sales concessions. No adjustments are
necessary for those cosls which are normally pald by sellers as a result of tradition or law in a market area; these costs are readily
identifiable since the selier pays these costs in virtually all sales transactions. Speclal or creative financing adjustments can be
made to the comparable property by comparisons to financing terms offered by a third party institutional lender that is not already
involved Ih-the properly or transaction. Any adjustment should not be calculated on a mechanical dollar for dollar cost of the
financing or concesslon but the dollar amount of any adjustment should approximate the market's reaction to the financing or
concesslons based on the appralser's Judgment.

STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS: The appraiser's certification in this report Is subject to the
following assumptions and limiting conditions:

1. The appraiser will not be responsible for matters of a legal nature that affect either the property being appraised or the title
1o it, except for information that he or she became aware of during the research involved in performing this appralsal. The
appraiser assumes that the title is good and marketable and will not render any oginions about the title,

2, The appraiser has provided a sketch in this appralsal report to show the approximate dimensions of the improvements. The
sketch Is Included only to assist the reader in visualizing the property and understanding the appralser's determination of ils slze.

3, The appraiser has examined the avallable fiood maps that are provided by the Federal Emergency Management Agency {or
other data sources) and has noted in this appraisal report whether any portion of the subject site-Is located in an: Identified Special
Flood Hazard Area. Because the appraiser Is not a surveyor, he or she makes no guarantees, express or implied, regarding this
determination,

4. The appraiser will not give testimony or appear in court because he or she made an appraisal of the property in question,
unless specific arrangements to do so have been made beforehand, or as otherwise required by law.

5, The appraiser has noted in this appraisal report any adverse condltions (such as needed repairs, deterioration, the presence of
hazardous wastes, foxic substances, ete.) observed during the inspection of the subject property or that he or she became aware of
during {he research involved in performing this appraisal. Unless otherwlse stated In this appraisal report, the appralser has no
knowledge of any hidden or unapparent physical deficiencies or adverse conditions of the property (such as, but not limlted to,
needed repairs, deterloration, the presence of hazardous wastes, toxic substances, adverse environmental conditions, etc.) that
would make the property less valuable, and has assumed that there are no such conditions and makes no guarantees or
warrantles, express or implied. The-appraiser will not be responsible for any such conditions that do exist or for any englneering or
testing that might be required to discover whether such conditions exist. Because the appraiser is not an expert in the field of
environmental hazards, this appraisal report must not be considered as an environmental assessment of the property.

8. The appraiser has based his or her appraisal report and valuation conclusion for an appraisal that is subject to satisfactory
completion, repairs, or alterations on the assumption that the completion, repairs, or allerations of the subject property will be
performed in a professional manner.

Fiacie Mae Form 70 Warth 2005 LAD Yersion 82087 Prodxwdinrg AC: soitware, 80 214 8127 wwwsdach cam Farni Mue T om 16X Waich 205
Pojedof § 102406 USDDT222014
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Uniform Residential Appraisal Report Fle No. OTM-390

APPRAISER'S CERTIFICATION: The Appraiser certifies and agrees that:

1. | have, at a minimum, developed and reported this appraisal In accordance with the scope of work requirements stated in this
appraisal report,

2. 1performed a complete visual inspection of the interior and extetior areas of the subject property. | reported the condition of
the improvements in factual, specific terms. | identified and reporied the physical deficiencies that could affect the livabliity,
soundness, or structural integrity of the property.

3. 1 performed this appralsal In accordance with the requirements of the Uniform Standards of Professional Appraisal Practice
that were adopted and promuigated by the Appraisal Standards Board of The Appraisal Foundation and that were in place at the
time this appraisal report was prepared.

4, | developed my opinion of the market value of the real property that Is the subject of this report based on.the sales comparison
approach to value. [ have adequate comparable market data to develop-a reliable sales comparison approach for this appralsal
assignment. | further certify that | considered the cost and income approaches to value but did not develop them, uniess otherwise
indicated in this report,

5. |researched, verified, analyzed, and reported on any current agreement for sale for the subject property, any offering for sale
of the sublect property In the twelve months prior to the effective date of this appralsal, and:the prior sales of the subject property
for a minimum of three years prior to the effective date of this appraisal, uniess otherwise indicated in this report,

6. |researched, verified, analyzed, and reported on the prior sales of the comparable sales for a minimum of one year prior to the
date of sale of the comparable sale, unless otherwise indicated in this report.

7. 1selected and used comparable sales that are locationally, physically, and functionally the most similar to the subject property.

8. [have not used comparable sales that were the result of combining. a land sale with the contract purchase price of a home
that has been built or will be built on the land.

9. | have reported adjustments to the comparable sales that reflect the market's reaction to the diflerences between the subject
property and the comparable sales.

10. 1 verified, from a disinterested source, all information in-this report that was provided by parties who have a financlal interest in
the sale or financing of the subject property.

11, | have knowledge and experience in appraising this type of property in this market area.

12, 1 am aware of, and have access to, the necessary and appropriate public and private data sources, such as multiple listing
services, {ax assessment records, public land records and other such data sources for the area in which the property is located.

13. | obtained the Information, estimates, and opinions furnished by other parfies and expressed in this appralsal report from
rellable sources that | betieve to be true and correct,

14. I have taken Into consideration the factors that have an impact on value with respect to the subject neighborhood, subject
properly, and the proximity of the subject property to adverse influences in the development of my opinion of market value. | have
noted in this appralsal report any adverse conditions (such as, but not limited to, needed repairs, deterioration, the presence of
hazardous wastes, toxic substances, adverse environmental conditions, etc.) observed during the inspection of the sublect. property
or that | became aware of during the research involved in performing this appraisal. | have considered these adverse conditions in
my analysis of the property value, and have reported on the effect of the conditions on the value and marketability of the subject
property.

156. | have not knowingly withheld any significant information from this appraisal report and, to the best of my knowledge, all
statements and information in this appraisaf report are true and correct.

16. | stated in this appraisal report my own personal, unblased, and professional analysis, opiniens, and conciusions, which are
subject only to the assumptions and fimiting conditions in this appraisal report.

17. | have no present or prospective interest in the property that is the subject of this report, and | have no present or prospeclive
personal interest or bias with respect to the participants in the transaction. | did not base, either partlally or completely, my
analysls andfor opinion of market value In this appraisal report on the race, color, religion, sex, age, marital status, handicap;
familial status, or national origin of either the prospective owners or occupants of the subject property or of the present owners or
occupants of the properties in the vicinity of the subject property or on any other basls prohibited by law.

18, My employment and/or compensation for performing this appralsal or any future or anticipated appraisals was not conditioned
on any agreement or understanding, written or otherwise, that | would report (or present analysis supporting) a predetermined
specific value, a predetermined minimum value, a range or direction In value, a value that favors the cause of any party, or the
attainment of a specific result or occurrence of a specific subsequent event (such as approval of a pending mortgage oan
application),

19. 1 personally prepared all conclusions and opinions about the real estate that were set forth in this appraisal report. if ) refled on
slgnificant real property appraisal assistance from any individual or individuals In the performance of this appraisal or the
preparation of this appraisal report, | have named such Indlviduai(s) and disclosed the specific tasks performed in this appraisal
report. | certify that any individual so named is qualified to perform the tasks. | have not authorized anyone to make a change to
any item in this appralsal report; therefore, any change made to this appraisal Is unauthorized and | will take no responsibility for it.

20. 1 identified the lender/client in this appraisal report who is the individual, organization, or agent for the organization that ordered
and will receive this appraisal report.

21. The lender/client may disclose or distribute ihis appraisal report to: the borrower; another lender at the request of the borrower;
the mortgagee or Its successors and assigns; morigage insurers; govemnment sponsored enterprises; other secondary market
participants; data coliection or reporting services; professional appraisal organizations; any department, agency, of instrumentality
of the United States; and any state, the District of Columbia, or other jurisdictions; without having to obtain the appralser's or
supervisory appralser's (if appiicabte) consent. Such consent must be obtained before this appralsal report may be disclosed or
distributed to any other party (including, but not limited to, the public through advertising, public relations, news, sales, or other
media).
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22. | am aware that any disclosure or distribution of this appraisal report by me or the lender/client may be subject to certaln laws
and regulations. Further, | am aiso subject to the provisions of the Uniform Standards of Professional Appralsal Practice that
pertain to disclosure or distribution by me.

23. The borrower, another lender at the request of the borrower, the morigagee or its successors and assigns, mortgage Insurers,
govemment sponsored enterprises, and other secondary market participants may rely on this appralsal report as part of any
mortgage finance transaction that involves any one or more of these parties,

24, If this appraisal report was transmitted as an “electronic record” containing my “electronic signaiure,” as those terms are
defined in applicable federal and/or state laws (excluding audio and video recordings), or a facsimile transmission of this appraisal
report containing a copy or representation of my signature, the appraisal report shall be as effective, enforceable and valid as if a
paper version of this appraisal report were delivered containing my orlginal hand writien signature.

25, Any intentional or negligent misrepresentation(s) contained in this appraisal report may result in clvil liability and/or criminal
penalties including, but not limited to, fine or imprisonment or both under the provisions of Title 18, Uniled States Code, Section
1001, et seq., or similar state laws.

SUPERVISORY APPRAISER'S CERTIFICATION: The Supervisory Appraiser certifies and agrees that:

1. I directly supervised the appraiser for this appralsal assignment, have read the appraisal repor, and agree with the appraiser's
analysis, oplnions, statements, conclusions, and the appraiser’s certification,

2, | accept full responsibility for the contents of this appraisal report including, but not limited to, the appraiser’s analysis,
opinions, statements, conclusions, and the appralser's ceriification,

3. The appraiser identified in this appraisal report Is either a sub-contractor or an employee of the supervisory appraiser (or the
appraisal firm), Is qualified to perform this appraisal, and'is acceptable to perform this appraisal under the applicable state law.

4, This appraisal report complies with the Uniform Standards of Professional Appraisal Practice that were adopted and’
promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place at the time this appralsal
report was prepared,

5. If this appraisal report was transmitled as an “electronic record” containing my “electronic signature,” ag those terms are
defined in applicable federal andfor state laws (excluding audio and video recordings), or a facsimile transmission of this appraisal
report containing a copy or representation of my slgnature, the appraisal report shall be as effective, enforceable and valid as If a
paper version of this appraisal report were delivered containing my original hand wnﬂen signature,

APPRAISER SUPERVISORY APPRAISER (ONLY IF REQUIRED)

Signature___ V) enk H . Signature

CAREFREE AZ, AZ 85377

Name Mark Kaegi Name
Company Name ON-THE-MARK APPRAISAL Company Name
Company Address PO Box 3311 Company Address

Telephone Number 480-595-6350

Email Address ginakaegi@cox.net

Date of Signature and Report 12/15/2015

Effective Date of Appralsal 12/09/2015

Stale Certification # 21613

or State License #

or Other (describe) State #

State AZ

Expiration Date of Certification or License 09/{30/2017

ADDRESS OF PROPERTY APPRAISED
35410 N. Ridgeway Dr.
Carefree, AZ 85377

APPRAISED VALUE OF SUBJECT PROPERTY $ 1,740,000

LENDER/CLIENT

Name Axis Appraisal Management Sclutions, In¢.
Company Name B of | Federal Bank
Company Address 4350 La Jolla Village Drive, Sulte 140
San Diego, CA 92122

Email Address

Telephone Number
Email Address
Date of Signature
State Certification #

or State License #

State

Expiration Date of Certification or License

SUBJECT PROPERTY

() Did not inspect subject property

[ oid Inspect exterior of subject property from street
Daie of Inspettion

(O bid Inspect interior and exterior of subject property
Date of inspection

COMPARABLE SALES

() DId not inspect exterior of comparable sales from strest

(J bid inspect exterior of comparable sales from strest
Date of Inspection
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FEATURE | SUBJECT COMPARABLE SALE NO. 4 COMPARABLE SALE NO. § COMPARABLE SALE NO.6
35410 N. Ridgeway Dr. 35802 N. Meander Way 6427 E. El Sendero Rd. 6623 E. El Sendero Rd.
Address Carefree, AZ 85377 Carefree, AZ 85377 Carefree, AZ 85377 Carefree, AZ 85377
Proximity 1o Sublect S 0.63 miles NE 0.27 miles SW 0.17 miles SE
Sale Price $ et 1,800,000 s 2,200,000 | /K3 2,499,000
Sk PricefGross v Atea | $ 0.00 so.f |$ 206.83 sq.f. [EEERE PR s 438.68 o] eg]s 415.60 so |4 ]
Data Sourcefs RS i Armls #5072861;,DOM 388 Armls #5026291;D0M 188 Armis #5258002;DOM 261
Verficatlon Source(s B Monsoon Tax/Doc#20150345259 | Monsoon Tax/Dock2014346286 Monsoon Tax
VALUE ADJUSTMENTS DESCRIPTION DESCRIPTION 48 Kdustment DESCRIPTION o) § Adjustment DESCRIPTION 18 Adsement
Sale or Financing ¢ | Armlth ArmLth Listing
Concesslons Cash;0 Cashi0 ;0 75,000
Date of SalefTime HEpay R s05/15:c04/15 s05/14;¢05/14 Active
Location N;:Res:Gid N;Res;Cor 40,000 | N:Ros;Cds;Gtd 0 [ N:Res;Gtd
LeascholdiFee Simple | Fee simple Fee simple Fee simple Fee simple
Site 1.68 ac 69750 ac 0{3.54 ac -175,0001.69 ac 1]
View BiMin;Elev;Hilside | B;Mtn;Elev;Hilside BiHitn:Elev;Hilside B:Mtn;EleviHilslide
Design (Style} DT4;8ants FafContemp | DY2:SpaniTuscan 0| or2:8ants Fercontemp 0} DT4:5ant ForGontsmp
Quality of Construction [ Q2 Q2 Q2 Qa2
Aciuat Age 1 13 6]18 85,000/ 2 0
Condillon c1 c2 0]¢c2 6{C1
Above Grade Totst |Bgms] . barks Yoial IBoms]  8aihs Tox [Boems]  pwrs Towl [Baims| _ Bains
Room Count 84 3.0 9]3 3.0 0|84 3.1 +15,000110i 5 5.1 -75,000
Gross Living Ares 125 4,495 sq.0. 6,064 sq.t. ~196,100 5,015 sq ft | -65,000 6,013 s0.f1. ~189,800
Basemen: & finished Ost Osf 0sf Osf
Rooms Below Gtade
Functions) Utillty Good Good Good Good
Heating/Cooling Fau/Cac FaulCac - Fau/Cac Fau/Cac
Energy Eficient llems | Upg C.Fans Upg C.Fans Upg C.Fans Upg C.Fans :
Garane/Caipoa, 2gn2dw SgaSdw 50,000 | 3ga3dw -20,000 | 3ga3dw -20,000
PorchiPatlofDeck MULSrPallowTv.Forchsle | MulPatlondulDacks 4,000 | mulcv.Balcanissttvporch 0.{ mu.evPatio'wov.poich -20,000
Fireplace 1 Fireplace 2 Fireplaces -8,000 | 2Way Fireplace 01 Fireplace
PoollAnenitins HagPoolSanBbaF FIWon | LanPostispemba FIP.OX 0 | teppooiir pivsbam.iron 10,000 Luppooimpambyknctva -10,000
Features Upgrades Slm Upg/Dat Git, Gaalts =30,000 | sim Upgiatt, Get Caslta 0 | sim Upgiali.Gs! Casita 0
8] ot Adystment (Total (). K- s 248000 L] () |5 160,000 Bl s 389,800
o1 Adusted Sate Price gt : A Nerag), -13.8% Nethd,.  +8.2% NetAd, =15.6%
¥ of Comparables 22 Gross At 18.2%18 1,651,900 | Goss ad. 16.8%)s 2,020,000 |Grossad, 15.6%1s 2,108,200
- ITEM SUBJECT COMPARABLE SALE NO. 4 COMPARABLE SALE NO. § COMPARABLE SALE NO. 6
) Date of Prior SalefTransfer 12/30/2013 01/02/2013 07/16/2008 04/01/2013
= Price of Prios Sale/Transter $1,250,000 $1,830,587 $1,850,000 $1,000,000
™ Data Sowcels Monsoon Tax Monsoon Tax Monsoon Tax Monsoon Tax
o] Effective Dato of Data Sourcefs) | 12/09/2018 12/09/2015 12/08/2015 12/09/2015

Suromary of Sales Ci

Approach - Comparable #4 has larger gross living area with den and media room option instead of fourth

=] bedroom and adjusted for having detached guest casita amenity. Location adjustment for non security gated area,

Comparable #5 [s an old sale but utilized as it is one of the only sales from the same Carefree Grand View Estates, #5 is

simifar to the subject with full Interior remodel and floor to celling glass walls, #5 is larger with an attached guest casita that

is included within the gross living area as it can bi accessed from the main dwelling. Age adjustment as subject has been

rebuilt and Is cutrently going to be occupied with no physical depreciation. Comparable #6 is a current active listing within

the immediate Carefree Grand View Estates subdivision. Listing adjustment applied for typical negotiations and sales to list

price ratio. #6 has much larger gross living area with an attached guest casita that Is included within the gross living area as

it can be accessed from-the main dwelling,
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Condition Ratings and Definitions

C1  The Improvements have been very recently tonstrucled and have not previously been occupied. The entire structure and all components are new and the dwelling features no
physical depreciation,*

*Hote: Newly constructed.improvements that feature recycled materisls and/or comp can be considered new dwellings. provided that the dweliing is placed on 8 100% new
I and the recysied fals and the recycled components have been rehabilitated/re-manufaciured info like-new condition. Recenfly constructed improvements that have

nol been previously occupled are nof considered “new” if tliey have any significant physical depreciation (L.e., newly consiructed owellings that have been vacani for an exlended
period of time withoul adequale maintenance o Upkeep).

C2  The Improvements fealure no defered melntenance, fitle o no physical depreciation, and require no repalrs, Virtually all bullding components are new of have been recently
tepaired, refinished, or rehabilitated, Alf outdated companents and finishes have been updated andfor replaced with components that meet carent standards, Dwellings in this calegory
elther are-almost new or have been recentiy completely renovated snd are simifar in condition 1o new construction,

*Wate: The Impravemens represent 2 telatively new propedy that Is well maintained with no deferred mainitenence and littls or no physical depreciation, or an older property that has
been recently compietely renovaled.

C3  The Improvements are wel malntained and feature limhed physical depreciation due lo normal wear and tear, Some components, bl nat every majos building componen, may
be updated of recently rehabilialed. The structure has been vell mainialned.

‘Note: The improvement is in its first-cycle of repfacing short-lived buitding comp (apphi floor © . HVAC, etc.} and is belng \vell maintained, s estimated effective age
isless than its aclual age. It aiso may reflect & prcperty in vihich the majority of short- Irved building components have been replaced but not to the level of a complete renovation.

C4  The Improvements feature some minof deferred mainienance and physical deterioration due 1o normal wear and lear. The dweliing has been adequately mairtained and tequires
only minimal repzits 1o bullding components/mechanical systems and cosmelc tepairs. All major building components have been adequately maintained and are functionally adequate,
*Note: The estimated effeciive age may be close o or equal lo its sctual age. I teflects a property in which some of the shori{ived building components have been replaced, and some

shon-lived building components are al or near the end of their physical ife expetiancy; however, they siilt function atfequately. Most minor repairs have boen addressed on an ongoing
basis resulling in an adequately maintained property.

C5  The improvements feature obvious deferred maintenance and are in aeed of sume significant repairs. Some buliding components need repalrs, rehabilitation, or updating. The
functional utility and overall livability is somewhat diminished due to condllion, but the dwelling remains useable and functional as & tesidence,

*Note: Some significant repairs are needed to the impravements due (o ihe fack of acequale maintenance. At reflects o property in which many of is short-lived building components are
atthe end of or have exceeded their pliysical life expectancy bul temain functions!,

C6  Theimprovemenls have substaniial damage o deferied malnlenance with deficiencies or defets thal are severe enough to-effect the salety, soundness, or siricturat integrity
of the improvements, The improvements are In need of substamizl repalrs and rehabiitalion, including many or most major camponents,

“Note: Substantlal tepaits are needed to the improvements du 10 the Iack of adequate maintenance or property damage. It reflects a property with conditions severe enough to-affec!
the safety, sounoness, ar structural integrity of the improvements,

Quality Ratings and Definitions

Q1 Dwellings with this qualily rating are usually unlque structires that are individually designed by an archliect for.a specified user, Such residences typically are constructed from
delailed aschiteciural plans and specifications and fealure an exceptionally high levef of workmanship and exceptionally high-grade materials throughout the imerix and exterior of the
structure, The design features exceplionally high-quality exterior refi and or ratlon, and exceptionally high-quality Interler refinements, The workmanship, malerials, and
finishes throughout the dwelling are of exceptionally high quality.

Q2 Dwellings with his qualily ratlng are ofiee custom designed for construction on an individual property owner's site, However, dwellings in this quatity grade are also found in
high-quatity tract developments fealuring residences constructed from Indlviduat plans or from highly modified or upgraded plans. The diesign features detalled, high-quality exterior
ornamemation, high-quality interlor refinements, and desail. The workmanship, materlals, and fiaishes throughous the dwelling are generallyof high:or very high quality.

Q3 Dwellings with this quality rating are residences of higher quality built Irom individual or readily avallzble designer plans in above-standard sesidential tract developments or.an
an individual property owner’s sile. The design includes significant exterior ornamentation and Inleriors that are well finished. The workmanship exceeds acceplable standards ang
many mazerizls and finishes throughowt the dwelling have been upgraded from "siock” standards.

Q4 Oweliings with this quality rating meel or exceed the requirements of applicable. building codes. Stendard or modified standasd buitding plans re ulllized and the design includes
acdequate (enestralion and some exteriar or ion and interiar refi s, Materlals, workmanship, {iaish, and equipment are of stock or bullder grade and may feature some
upgrades.

Q5 Dwelings with this quallty raling lealure econamy of construciion and basic functionaliy 25 main considerations. Such dwellings fealure a plain design using readily available or
basit floor pluns featuring minimal lerestation and basic finishes with minttmal exterior ornamentation and limited Interior detail. These dwellings meet minimum bullding codes and are
constructed wih Inexpensive, siork ials with limited refl s and upgrades.

Q6 Dwellings wih this quality rating are of basic quality and lower cost; some may nol be suitable for year-cound occupancy. Sueh dwellings are often built wilk sitnple plans ar
without planis, often wtilizing the lowest quality building materials, Such dwellings are often buil or expanded by persons who are professionally unskilled or possess anly minimel
construction skitis. Electrical, plumbing, and other mechanlcal systems and equipment may be minimal or non-exislent, Otder dwellings may feature one of thare substandard or
non-conforming addilions to the original structure,

Definitions of Not Updated, Updated, and Remodeled

Not Updated

Little or no updating or modernization. This description includes, butis not limited to, new homes.

Residantial properlies of filteen years of age of less often reflect an otiginal condilion with no updating, If no major compoaenls have been teplaced or updated, Those over fifteen
yesrs of age are alsp considered not updaled if the appliances, fixtures, and finishes are predominantly dated. An area that Is *Not Updated’ may still be well maintained and lully
functional, and this caling does not necessarily Imply deferred maintenance or physical flunclional deterioratlon.

Updated

The area of the home has been modified to meet current market expectations, These modifications are limited ih tetms of both scope and cost.

An updated area of the home stiould have an lmproved ook and feet, or functlonal ullity. Changes thal constituie updales include refurbishment andfos replacing components la meel
eisting market expectalions. Updates da not include significant alterations to the existing structure.

Remodeled

Significant finish andfor structural changes have beenmade that Increase utllity and appeal through complete replacement and/ or expansion,

A remodeled area refiects fundamental changes thal-include mukiple eierations. These alterations may include some or all of the lollowing: replacement of a major component
(cablnet(s), batltub, or bathroom lile), telosation of plumblngigas lixuresfappliances, significant struclural alterations (retocating walls. andlor the addition of square fooiage).
This vioutd Include a complete gutling and rebuitd.

Explanation of Bathroom Count

The numbar of full and hall baths is reparted by separaling the two values by a period. The {ull bath is represenied (o the left of the period, The hall bath count is represented 1o the
tight of the period. Three-quarter baths are 10 be counled as a full bath in all cases, Quarter baths (baths that lealure only loilet) are not to be included in the bathroom count,

UAD Verson &2 Fedred cong ACHsoitve B 2777 vawe 20w 000 1064_DSUADETRZA0M.
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Fite No. OTM-390

Abbreviations Used in Data Standardization Text

Abbrev, FuliName Appropriate Fields Abbrev, Full Name Appropriate Fields
ac Actes Aved, Site in Interlor Only Stairs Basement & Finished Rooms Below Grade
AdjPr Adjacent to Perk Lozation Lndfl Landfil): Locatlon
AdjPwr Adjacent to Powey Lines Location LigSgt Limited Sight View
A Adverse Location & View Listing Listing Sale or Financing Concesslons
Amith Amms Length Sale Sale or Financing Concesslons WR Mid-Rise Structure Deslgn(Style)
AT Attached Struciure Design{Style} Win WMounlain View View
ba Bathioom(s) Basement & Finished Rooms Below Grade { N Neutral Location & View
br Bedroom Basement & Finished Rooms Below Grade'| NonArm Non-Arms Length Sale Sele of Financing Concessions
8 Beneficial Location & View op Open GaragelCarport
BsyRd Busy Road Lacatlon [ Other Basement & Finished Rooms Below Grade
cp Carport Garage/Carport 0 Other Oesign{Style)
Cash Cash Sale of Financing Cancassions Pk Patk \iew View
CtySky Chy View Skyfine View View Psui Pastoral View View
CyStr Chy Steat View View Pyeln Power Lines View
Comm Commercial Influence Loration PubTrn Public Transportatlon Lotation
[ Contracted Date Date-of Sale/Time [i4 Recreational {Rec) Room  Basement & Finished Rooms Below Grade
Conw Conventional Sale of Financlng Concessions Relo Relocation Sale Sale or Financing Concessions
o Covered Garage/Camort REO REQ Sale Sale or Finanging Concessions
CnOid Coust Ordered Sale Sale of Finanting Concessions Res Residential Locatian & View
DOM Days On Market Data Sources RT Row or Townhouse Oeslgn(Style)
o7 Dezached Structure Design{Styie) RH Rurai Housing - USDA Sale or financing Concesslons
dw Driveway Garage/Carpon sSD Seml-detached Strutiure Design(Styie)
Estate Estate Sale Sale o1 Flnancing Concessions 5 Settlement Date Date-of SalefTime
] Expiration Date Date of SalefTime Short Shorl Szle Sala of Financing Concessions
FHA Federal Housing Authority  Sale or Financing Concessions of Square Feel Asea, Sile, Basement
g Garage GaragelCarport sqm Square Meters Area, Sile, Basement
ge Garage - Attached GaragefCarport Unk Unknown Date of SalefTime
gbi Garage - Buili-in GaragelCatport VA Velerans Administiation Sale or Financing Concessions
gd Garage - Detached Garage/Carpont v Watk Out Basement Basement & Finished Rooms Below Grade
GR Garden Slruclure Design(Style} vl Walk Up Basement Basemenl & Finished Rooms Below Grade
GiCse Goll Course Location WirFr Water Franiage Location
Gitwe Golf Course View View Wu Water View View
HR High Rise Structwe Design(Siyle) w Withdrawn Dale Oate of Sale/Time
Ind Indus¥lal Location & View Woods Voods View View
Other Appraiser-Defined Abbreviations
Abbrev. FuliName Appropriate Fields Abbrev.  FullName Appropriate Flelds
UAD Verwor 2011 AC) toltrtse. B0234.8)2

Uritorm Appra/sal Dataset Defirdions

004,050 0222230

1331



- G B G B B e @

-

ADDENDUM
Borrower: Jghn Davies File No.: OTM-390
Property Address: 35410 N. Rldgeway Dr. Case No.: 3368143
City: Carefree Stale: AZ Zip; 85377

Lender. Bofi Federal Bank

Septic sewer:

Subject has a private septic sewer system which is common/typical for the area and does not create an adverse marketing
condition, Based on my limited inspection of the septic area there were no obvious signs of failure. The residential area's of
Carefree are all located on individual private septic.

Utllities/Mechanlcal:

Although property was vacant at fime of inspection all utilities/mechanicals and water were on and in working order at time of
inspection,

Subject property square footage/dgross living area:

The subject according to the Maricopa County Assessor is listed at 4,270 square feet in GLA, The appralser measured the
property per ANSI guidelines at 4,495 square feet in GLA, The original above grade structure was demolished down to the
concrete slab on grade and rebuilt. The original garage area was extra deep with the rear 600 sf used for a full workshop.
This area was used in creating the 4th bedroom/bathroom area with the cantilevered balcony.

The appraiser has used the American National Standard Institute square footage methaod for calculating Gross Living Area
(GLA) based on ANS! Z765-2003. All GLA measurements are taken by using a laser type measuring devise. In addition, the
appraiser has used'a computer aided software drawing program to generate the sketch and assist in calculating the reported
GLA within this report. The GLA measurements in.the sketch are considered accurate; however minor differences may exist
between County records or other measurements taken by other individuals. These minor differences do not negatively
Impact the value. For the purposes of this reporl the measurements recorded in the. sketch are deemed accurate as of the
fime and date of the report. .

Subieci teardown and rebuild reflects property age/new year built;

Within the Maricopa County/Monsoon Tax system the agefyear built of the property has changed to 2014, The following
commentary is from the homeowner. |dentity Construction demolished the entire above grade structure down to the
concrete slab on grade. The garage was extra deep because the former owner used it for a full workshop. We used the rear
600sf of the garage for the 4th bedroom. Added plumbing, the cantilevered balcony and rearranged access and the
staircase,

Subject's immediate Carefree Grand View Estates Subdivision and comparable selection:

Carefree Grand View Estates has a total of 15 improved lots with 12 being single story and 3 bsing muiti-story. The average
square footage Is around 5,295 square feet and age/year buiit ranging from 1979-2014. Over the past 12 months there were
only 2 closed sales and 3 current active lisling. With a lack of recent comparable sales It was necessary to expand our
comparable search throughout the comparative Carefree market area. Properties that had similar elevated/mountain
preserve type lots were utilized along with homes that were as similar as possible in terms of gross living area. Comparable
#3 although older was utilized as it is a sale from the same Carefree Grand View Estates.

Age adjustment for comparable properties that have larger age differences:

As mentioned above with the subject property being re-built with all new materials and amenities the actual age of the
property has changed fo year buill being 2014, With comparables selected that had a significant age difference a market
based adjustment of $5,000 per year for physical depreciation was utilized.

Minimum property ftems to complete on the property:

At the time of the appraisal inspection there were some minor interior/exterior items that were not completed yet but looked
as If they were In the process of being completed. The interior items include; bathroom vanity mirrors to be installed, a
couple of kilchen cabinet doors to be installed, master bathroom shower was in process of being tiled along with installation
of outlet face. plates. The major exterior items include the pool and spa surfacing and custom front entry grate installation,

View adjustments - Black Mountain area:

Within the assessor book and map are(216-32) encompassing the subject subdivision there s only one closed 4.84 acre
land sale on 12/2014 with 7 active listings that vary widely from 1.79 10 13.66 acres. View adjustments were derived by
paired sales analysis. Propenies having relatively similar features, upgrades and amenities were chosen/analyzed with the
major difference being a lot that backs a private desert wash/preserve area with no other residential properties directly
behind versus a lot with a desert wash buffer and normal views of other residentlal propertles, The differences in price Is
what the market perceives as an adjusted value. In analyzing properties that have golf course views versus properties with
desert preserve views {like the subject property) with no one directly behind there was no market differentlal as both views
provide the privacy of having no other residential properties directly behind them.

Superior/inferior upgrade adjustments and their vaiue:

The upgrade adjustments are derived by the main factor of how the market gives vatue for certain upgrades over others and
not the total cost spent 1o incorporate the upgraded features, In figuring out market value the concept of palred sales
analysis was utllized where homes that were fully upgraded with specific features (new flooring, cabinets, countertops,
bathroom vanities and shower surrounds) were compared with maybe homes that had only a kitchen counter upgrade or
some flooring. With all other features being similar the difference in closed sales prices is how the market percelves the

AMdadum Page 10f 2
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ADDENDUM
Borrower: John Davies Flie No.: OTM-380
Property Address: 35410 N. Ridgeway Dr. Case No.: 3360143
City, Carefres State: AZ Zip: 85377

Lender B of | Federa! Bank

dollar amount of adjustment,

Subject Features:

The subject is a custom built Santa Fe Contemporary style home of wood framed/stucco construction with built up foam roof
but having melal trellis patio and roof accents, wall of glass windows along with extensive paver entry, driveway and
travertine tile exterior decking.

Intertor Upgrades: Upgrades and amenitles are listed on page 1 of the report in the additional features. section. Other
additional features not mentioned on page 1 include, seamless glass window, B foot french doors and sliding doors,
Cantilevered balcony, recessed lighting throughout.

Subjiect amenities/upgrades and their market value contribution:

Upgrade items and features in the appraisal are given value based on what the market perceives as the value for theses
itemns and not a dollar for dollar return on what the item cost to bulld. Arriving at these value usually utilizes the paired sales
analysis approach, Paired sales analysis looks at numerous comparable properties that have the relatively same features as
the subject except maybe one or two features(like a swimming pool or property fencing). By isolating theses features and
looking at the difference In sales prices between the properties will glve you the market contributory value of those specific
upgrades.

Comparable selection includes bracketing features:

The appraisal process includes bracketing the subject features like gross living area, lot size and features, This is why you
have some comparable properties that have smaller gross living area compared to the subject or overall larger gross living
area to the subject, While ideally it would be nice to have recent closed comparable sales that have the same exact lot size
bracketing the lot size as well Is a customary practice with market value adjustments given to the comparables for lot size
differences. Lot adjustments are figured out by comparing the most recent land sales for one acre, two acres and 5 acres,
CO Detectors:

There are no CO delectors in the subject property.

Predominant sales price:

ihe "predominant sales price" is the closest approximate sale price which occurs most often or frequently within an identified
nelghborhood. Itis not necessarily a reflection of the subject's estimated value, but is used to identify the most common
sales price within that specific nelghborhood, Although the predominant price Is lower than the subject's market value, the
subject property site has the largest model floor plan and is more of a premium lot as it is located on a private offshoot
cul-de-sac street and also backs to a desert wash/preserve area.

1) Predominant value below final appraised value: The subject is not over improved and does not have a marketability
Issue. The predominant value is lower due to a larger percentage of the recent homes sold having a smaller square footage
floor plan({1,619sf to 2.800sf).

Neighborhood market conditions:

Foreclosure activity(REO and Short Sales) are not a part of the market area, There are very few sales which skews the data
but with the limited data median comparable sales prices have overall been showing market stabllity, Median comparable
list prices are steady with gradual increases indicating an improved market.

financing concessions such as interest rate buydowns, seller carry-back financing, loan discounts, elc., are not prevalent at
this time. Typlcal financing consists of conventional, new fha, new va, cash and some assumptions of existing loans.

Current active listings - 1004mc and page 2 urar difference;

The 1004mg¢ in the last 3 months ¢can Inciude explred, canceled and withdrawn listing as well as thoss active listings that
came on market in that 3 month period plus those that are stifl on:market that have come on market in the 4.to 6 months ago
period or the 7 to 12 month agoe perlod. The difference between the fwo areas- of the report is this; the mc form also looks at
withdrawns, cancelled, etc...As stated right on the 1004mc form, thus, its numbers are going to be at least 1 greater than
what Is currently available, If foreclosures are prevalent, the numbers may be greatly different as typically, foreclosure sales
were previously listed and withdrawn/cancelled as regular listings and:short sales,

Comparable Sales 3,4 line item adjustment greater than 10%: The line Item adjustment are due to the larger size and
older age adjustments but do not create any adverse market conditions as theses propertles are still comparable with the
subject.

Additional Client Commentary/information request:

Comparable search expanded, only 1 truly comparable saie closed within the last 6 months: Even with the expansion
of the comparable search and keeping within the comparative market area there was only 1 closed sale within the last six
months. The other sales that fall within the last six months are 2,886 square feet and 2,889 square feet respectively and the
other sale built in 1862, The comparables chosen do represent the best comparables and with the stable market over the
past 12 months do not require any time adjustments,

Addgend.m Pago 2 0l 2
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ON-THE-MARK APPRAISAL
3369143
Market Conditions Addendum to the Appraisal Report i No. OTM-390

The purpose of this addendum 15 ta provide the lender/client with a clear and accurate understanding of the matket rends and conditions prevalent in the subject neighborhoud. This is a required
addendum for all appralsal reports with an effective date on oc after April 1, 2008:

Property Address 35410 N, Ridgeway Dr. City Carefree State AZ  Zip Code 85377

Boctower John Davies

Instructions! The appeaiser must use the information required on this form as the basis for his/her conclusions, and must provide support for those conclusians, regarding housing Wends and
overall marke! conditions es reparied in the Nel hood sestlon of the isal repan foim, The appraiser must fill in all the inlormation to the exient it is available and ieliable and must provide
analysis as Indicated below. If any tequired data Is unavaiable ot is considered unreliable, the appraiser must provide an explanation. It is recognized that not all data sources wili be-able to
piovide data for the sheded areas beiow; if i is avallable, however, the appraser must Include the data in the analysis. If daia sources piovide the required informatian as an average Instead of the
median, 1he appraiser should report the avaflzble figure and identily ft as an average. Sales and listings must be properties thet compete with the subject property, determined by applying the criteria
that vould be used by 2 prosoeriive buyer of xhe sublact propenty. The appealser must explain any anomalies in the dats, such as seasonal matkets. hew construction. {ofeclosutes, ele.

TRty AnsI SIS Es ) A Prior.2.12Months | Prior 4:6 onths | Curent - 3 Moaths Dverall Trend

Toial # of Comparable Sales (Sewed) 7 1 3 [X] Increasing  {[ ] Stable 17 Dectining
Absorption Rate (Total Sales/Months) 147 0.33 1.00 Increasin Stable Declinln

Folal # of C Active Listings A M R I 28 DRl () Sk s (LK iR Shhises
Wonths of Housing Supply (Total Listings/Ab. Raie) R TR RN O 28 X} DEERN R B e
MEdiEn SEFEE PIEERHER; DOMISRIBMERIRRIENE] Prior 2-12 Monins | Prior 4.6 Months_| Curren - 3 Months Overall Trend

Medizn Comparable Sele Price $1,150,000 | $1,250,000 | $1,300,000 increasing [[X] Stavle [0 Declining
Median Comparable Sales Deys on Market 105 89 Daclinin Stable Increasin,
Medlan Comparabie List Price E1Ei$47550:0008] $1,797,500 L [lr;a‘ea‘ R e R

#] Hedlan Comparabie Listings Days on Market TR A 199 ; T b | e P | liEgs
=4 Median Sale Price as % of List Price 81% 81% 72% lncreaslng Stable- Declmmg

Seller-{deveraper, builder, etc.)pald financial assisiance prevaiont? [ ] Yes Ny Declining __|[X] Stabte 1L increasin

Explain in detail the seller concesslons trends for the past 12 months (e.g., sefier convributions Increased.from 3% to.5%, increasing use of buydowns, closing costs, condo fees, options; etc.}
G
=¢ Armis Indicates there were 11 closed sales within the subject's market area for the past 12 months, Nene of those sales

contalned any increase above the 3% to 3.5% standard for the market area, Search criteria for 1004MC Includes all sales

within the defined Carefree Grandview Estates and extended Black Mountain area with GLA ranging from 2,705sf up to

maximum of 6,645sf.

e toseciosure sales (REQ sales) @ factor In the-market? D Yes @ Ho I yes, explain (including the trends in fistings and sales of forectased properties),
Armls indicates there were 15 closed sales within the subjects market area in the past 12 months. 2 of those sales were

either REQ/Lender owned or short sales which is 13% of the total transactions in this market area. In regards to current

listings, 0 of the 5 active listings are either foreclosures or short sales. In regards to activelpending sales there were no

foreclosures or short sales.

Cite data sowces for above Information. The arizona regional multiple listing service(armls) was the data source used to complete the

market conditions addendum,

Summarize {he ahove information as suppan for your concluslons in the Neighbothoot section of the 2ppraisal report form. If you used any additional information, such as an analysis of

pending sales and/or expired and withdravin listlngs, to formulzte your conclusians, provide both an explanation and support for your concluslons,

The analysis used to derive the above market trends data included ilstings, pending salas, closed sales, cancelled, explred and tamporarily off market listings for the
ast 6-12 months, in the 1dentified market neighborhood. The neighborhood Is defined as the 1,0 square mile grid north and west of Stsgecoach pass rosd.

Foreclosure activity(REQ and Short Sales) are nnt a part of the market area, There are very few sales which skews the data but with the limited data medlan

comparable sales prices have overslt been showing market stability. Median comparable list prices are steady with gradual Increases indicating an Improved market.

Data contalned In this form Is based on the data sourca |dentified above, which the appraiser yeneratly belisves to be a rellable source of market data, However, the

appraiser cannot verify all of the information In that data spurce and connot guarantee the accuracy of such data or conclusions based thereon. The appraiser

cannot guarantee future market conditions sffecting the subject proparty.

if the subject s s unit in 8 condominium ar cooperatlve project, complete the foliowlihg; Project Name:

Subjeci Project Data Prio 712 Months | Prior 4-6 Months | Curent - 3 Months Overall Tiend

| Total # of Comparable Seles (Settied) Incrensing Stable {7 Declining

Absorption Rate (Total Sates/vionths) Increasing Stable Declininy

e fareclosure sales {REQ safps).a factor in the project? D Yes No  If yes, indicate the aumbet of REQ fistings and explain the trends in listings and sales of foretlosed propesties.

Tota! # of Active Comparaple Listings T T e & insciigae| (st Sub gt L inderdiag s
Manths of Unit Supply (Toial Listings!Ab, Rate) s g L b ha S iDBCHRE 2 [ iSEhe Rl | led)htaas gt

CONDO/CO-OPPROJECTS

Summarize the sbove frends and address the Impact on the subject ualk and project,

APPRAISER SUPERVISORY APPRAISER (ONLY IF REQUIRED)

b Signature [ \ ot f?j on : N , Signature
2 Name Mark Kaegi Name
I3 Company Name ON-THE-MARK APPRAISAL Company Name
b4 Company Address PO Box 3311 Company Address
CAREFREE AZ, AZ 85377
State License/Certification #21613 State AZ State License/Cerification # State
Email Address ginakaegi@cox.net Email Address
feecds Hee Form 71 March 2003 Procuced vwng ACH whg;.e Biaaﬁmn Wk ATHED LT Fawz Mee Fom 1%{22%%
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FLOORPLAN SKETCH
Borrower. John Davies File No.: OTM-390
Properiy Address: 35410 N, Ridgeway Dr. Case No.: 3369143
City: Carefree State: AZ Zlp. 85377

Lender: B of | Federal Bank
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SUBJECT PROPERTY PHOTO ADDENDUM

Borrower: John Davies

File No.:. OTM-390

Property Address: 35410 N. Ridgeway Dr.

Case No.: 3269143

City: Carefree State: AZ Zip: 85377
Lender; B of | Federal Bank
- 1
FRONT VIEW QF
SUBJECT PROPERTY

Appraised Date; December 9, 2015
Appraised Value: § 1,740,000

REARVIEW OF
SUBJECT PROPERTY

STREET SCENE
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ON-THE-MARK APPRAISAL

File No.. _OTM-390 1 3 3 7

Boirower; John Davies

Property Address: 35410 N, Ridgeway Dr.

Case No.: 3369143

City: Carefree

State: AZ

Zip: 85377

Lender: B oft Federal Bank

e

Subject north side view

Subject south side view

Subject side view

Proced Using ACI sctinive, B0 231.€327 veww 2cweb.com

PIMIE21200
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ON-THE-MARK APPRAISAL

Borrower: John Davies File No.. OTM-390
Property Address: 35410 N, Ridgeway Dr, Case No.: 3369143
- City: Carefree State: AZ Zip: 85377

- Lender: B of | Federal Bank

oA e bt

Kitchen

Family room Dining room

Bedroom Bathroom

Prodced upeg AC softwre. 800,234 8727 waw anwart enm b3
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ON-THE-MARK APPRAISAL

Borrower: John Davies File No.. OTM-390
Property Address: 35410 N. Ridgeway Dr. Case No.: 3369143
Cily: Carefree State: AZ Zip; 85377

Lender: B of | Federal Bank

Bathroom tile shower detail ) Laundry/Utility room

sataied —na-n;-;-t_‘-;-— .

Media/Theater room Large custom glass/metal front door

Bedroom : Bathroom

PReciond uung ACI seitame, 830234 8122 wan 20iwcb cam LU
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ON-THE-MARK APPRAISAL

Borrower: John Davies

File No.

OTM-390

Property Address: 35410 N. Ridgeway Dr.,

Case No.: 3369143

City: Carefree

State: AZ

Zip: 85377

Lendet: B of | Fedsral Bank

Master bathroom vanity

Secondary master bathroom view with jacuzzi tub Bedroom

Swimming pool and spa

Backyard/patio area

) 4TI somse, B0.230 €327

Ll
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Borrower: John Davies File No.. QTM-390
Property Address: 35410 N. Ridgeway Dr. Case No. 3369143
Clty: Carefree State; AZ Zip: 85377

Lender: s of i Federal Bank

Secondary subject view from street level with paver Front subject entry and garage
driveway

Front entry with water feature Large paver driveway

Pool filter equipment and pool heating system Hot water heater with recirculation pump

Frodicad usng ATI 30500, B0 234 8121 wwrw 20web.com PTG
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) ON-THE-MARK APPRAISAL

Bormower: John Davies File No.: OTM-390
Property Address: 35410 N. Ridgeway Dr. Case No.: 3369143

Chy: Carefree : State: AZ Zip: 85377
Lender: B of | Federal Bank

] Updated ceiling fans Celling detall

N

i Subject city views Secondary street view

Subject views from rear northeast corner Subject views from back patiofpool area

Prodaced ssing ACTsdfware B0D.2M 8727 wam sombRom e
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COMPARABLE PROPERTY PHOTO ADDENDUM

Borrowet: John Davies

Fiie No.: _OTM-380 1 343

Property Address: 35410 N. Ridgeway Dr.

Case No.: 3369143

City: Carefree

State: AZ

Zip: 85377

Lender; B oft Federal Bank

COMPARABLE SALE#1

35646 N. Meander Way
Carefree, AZ 85377
Sale Date: 511/15;¢09/15
Sale Price: $ 1,725,000

COMPARABLE SALE #2

36601 N, Sidewinder Rd.
Carefree, AZ 85377

Sale Date: s05/15;c04/15
Sale Price: $ 1,725,000

COMPARABLE SALE #3

6644 E. El Sendero
Carefree, AZ 85377

Sale Date: s04/15;¢03/15
Sale Price: $ 1,486,000



COMPARABLE PROPERTY PHOTO ADDENDUM
1344

Borrower: John Davies File No.. OTM-390
Property Address: 35410 N. Ridgeway Dr. Case No.: 3369143
Cily: Carefree State: AZ Zip: 85377

Lender: 8 of IFederal Bank

COMPARABLE SALE #4

35802 N. Meander Way
Carefree, AZ 85377

Sale Dale: s05/15;c04/15
Sale Price: $ 1,800,000

COMPARABLE SALE #5

6427 E. El Sendero Rd.
Carefree, AZ 85377

Sale Date; s05/14;c05/14
Sale Price: $ 2,200,000

COMPARABLE SALE #6

6623 E. El Sendero Rd.
Carefree, AZ 85377
Sale Date: Active

Sale Price: $ 2,499,000
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PLATMAP
- Borrower: John Davies Flle No.: OTM-390
Property Address: 35410 N. Ridgeway Dr. Case No.; 3369143
City: Carefree Slate: AZ Zip: 85377

Lender; B of | Federal Bank

i
!
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. LOCATION MAP
Borrower: John Davlies File No.. OQTM-390
Property Address: 35440 N. Ridgeway Dr. Case No.: 3369143
City: Carefree Stale: AZ ) Zlp: 85377

Lender: 8 of | Fedarat Bank

Subject
35410 N. Ridgeway Dr.
Carefree, AZ 86377
. Compatsble Sale 6
' 4427 E. H Sendero Rd.
Carefree, AZ 86377
. 0.27 mites SW

Comparable Sale

35645 N, Meander Way
Carefree, AZ 85377
0.58 mites NE

¥ Comparablke Sale §
f;fﬂ!:'{:’.j 8844 £ B Sendero
BVIEV Carefres, AZ 86377
E£SE 0.3 mles SE 2

3 Compirable Sale 2

i 30601 M. Sidewinder Rd,
Carefres, AZ 85377
1.27miles NE

Comparable Sale 4
35802 N. Meander Way
Carefres, AZ 85377
0.63 miles NE
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FLOOD MAP
Borrower; John Davies File No.: OTM-390
Property Address: 35410 N. Ridgeway Dr. Case No.: 3369143
City, Carefree State: AZ Zip; 85377

Lender: B of | Federal Bank

FLOOD INFORMATION

Community: TOWN OF CAREFREE

Property is NOT in 8 FEMA Special Flood Hazard Area
Map Number: 04013C0O890L

Panek 0890L

Zone: X

fap Dates 10-16-2013

FIPS: 04013

Source: FEMA DFIRM

Sky Fiood™

PAESE, BORIRICY M 5D,
g1 eetors diffor be tvopgn o
ry thied party far amy st G

HNo enresemalions of wilrdal 26 b3 aay forty cvnesrning the ¢
fitriens for 4 ot parpome & gt vickicd Voual st
Y 8 preapts

stetess of this fiood report Indudimg sny warrany sf iseretia of
2 liynes and are separate frorn flaad rone infommptn at . Bt

Subject:

35410 N Ridgeway Dr

Carefree, AZ 85377
57 = R

LEGEND

% w FEMA Special Plood Mazard Area - High Risk i

= Moderate and Minimal Rick Areas
Road View:

= Forest = Water

24 sl 1B flocord e o¢ T skt
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E&Q Declaration Page

Borrower:_John Davies ] File No.: OTM-390
Property Address: 35410 N, Ridgeway Dr. Case No.: 3368143
City: Carefree State: AZ Zip: 85377

Lender: B of |- Federal Bank

NAVIGATORS INSURANCE COMPANY
THIS 1S BOTHA CLAIMS MADE ARD RERORTED INSURANCE POLICY.

THIS POLICY ABPUES TD THOSE CLAINE THAT ARE FIRET MhDE’ AGAIN “THE NSU}\ED AHD REPORTED N
WRIN el WY DURING { PERQD:

PLEASE READ THIS POLICY CAREFUI;LY.
REAL ESTATE APPRAISERS ERRORS AND OMISSIONS INSURANCEPOLICY
DECLARAT}OH&

POLICY RUMBERY | VHEARALINYREEIY. | Sedeoial ez BHRRAEIAGTRIY
4 HAMER TNSURED: Mtk Kl

2, ADDRESS: ESTY.N: ShidunLo.
Cirdbes Al &5%“1
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AERIAL MAP

Borrower: John Davies ;. OTM-390

Property Address: 35410 N. Ridgeway Dr. Case No,; 3368143
City: Carefree Stale; AZ 2ip; 85377




Rehuild photo's from home owner 1 3 5 1

Borrowsr: John Davies File No. OTM-390
Property Address: 35410 N, Ridgeway Dr. Case No.: 3369143
City: Carefree State: AZ Zip: 85377

Lender: B of | Federal Bank
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I.I-d Ben nett Bennett jones LLP

3400 One First Canadlan Place, PO Box 130

Jones Toronto, Ontatio, Canada M5X 1A4

Tek: 416.863.1200 Fax:416.863,1716

Sean H, Zweig

Partner

Direct Line: 416,777.6254

e-mail: zweigs@bennctjones.com

June 21, 2017
Yia E-Mail

Mr, Michael Beeforth
Dentons LLP

Suite 400, 77 King St W
Toronto ON MSK 0A1

Dear Mr, Beeforth:
Re: KSV Kofman Inc. v. John Davies and Aeolian Investments Ltd. (CV-17-1182-00CL)

As discussed in the examination of Mr, Davies on June 16, 2017, The Davies Arizona Trust (the
"Trust") owns a property in Maricopa, Arizona (the "Property"), We understand that Mr. Davies is
both the Trustee of the Trust, and also a discretionary beneficiary of it. As such, the Property (and
any other property of the Trust wherever situated) is caught by the terms of the Mareva Order granted
in the above captioned proceeding such that Mr. Davies is precluded from, among other things, selling
the Property. In the event that you have a different perspective, please advise us forthwith, failing
which we assume that no steps will be taken to sell or encumber the Property.

In addition, Aeolian Investments Ltd.'s bank records show that it deposited a cheque dated January 16,
2014 from Gowling Lafleur Henderson LLP in the amount of $235,938.00. Please advise what that
cheque related to and provide all details with respect to any transaction(s) related to that cheque,

We are available to discuss if you have any questions,

Yours truly
//

-

“Sean H. Zweig

ce: David McCutcheon (Dentons Canada LLP)
Jon Bell (Bennett Jones LLP)
Bobby Kofman (KSV Kofman Inc.)
Noah Goldstein (KSV Kofman Ine.)

WSLEGALV74735\00013\18157394v2 www.bennettjones.com
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jiﬁ‘LDENTONS Michael Beeforth Dentons Canada LLP

77 King Street West, Suite 400

michael.beeforth@dentons.com Toronto-Dominlon Centre
D +1 4186 367 6779 Toronto, ON, Canada M5K DAY
A% Salans FMG SNR Denton McKenna Long
dentons.com
June 26, 2017 File No,: 569424.2
SENT VIA E-MAIL
Sean Zweig
Bennett Jones
3400 One First Canadian Place
P.0. Box 130

Toronto, ON M5X 1A4

Dear Mr. Zweig:

RE: KSV v, Davies et al,

We have your letter of June 21, 2017. We disagree with your position that the property located in Arizona
is subject to the terms of the Mareva Order granted in this proceeding. However, we confirm that Mr.
Davies will take no steps to sell or encumber the property.

With respect to the January 16, 2014 cheque from Gowlings, this amount was paid to reimburse out-of-
pocket expenses incurred by Mr. Davies and Aeolian in relation to the McMurray project. The funds were
paid out of the proceeds of the mortgage financing provided by Pillar Financial. Back-up documents
relating to the expenses that were incurred and reimbursed are enclosed.

Yours truly,
Dentons Canada LLP

AL

Michael Beeforth
DMB/ah

Enclosures

ce. Jonathan Bell

David McCutcheon
_ client

28270847_1[NATDOCS
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ccounts Payable

i
;
1’
, ATE
8/26/13
. Aug23/13
July 16/13
Rug31/13
ne 11/13
ct 16/12
e 21/13
8/23/13
2013-01-08
9/24/13
03/24/13
=09/24/13
2013-01-10
8/23/13
2013-03-12

717 2013-08-10

/15/13
09/31/12
]F 3,553.85
! ‘. 2,443,368.00
g 31/13
July 31/13

Japs/28/13
_I’ /28/13
/28/13

03/28/13

- ne3/13
‘_; g15/13
/30/13

03/30/13

“Bf26/2013

9/25/2013
2013-04-01

g 23713

‘ ril 4,2013
June 30/13

‘:g 22/13

l Mg 30/13
Aug31/13

p 16/13
I £23/13
"B 22/13

08/28/13

. 2013-01-09

i

§

1

eMurray Street Residences

» Ogtober 34, 2013

PAYEE
441/442/43  Muskoka Glass
The Old Statlon Restaurant
Ontario Cutting & Coring
SMS Rentals
Thompson's and Sons Glass
Reprodux
Rick Kuchma
182 A&R Cleaning and Contracting
58 RAD Concrete Footings and Flooring
48 Milllex Excavation
48 Millex Excavation
48. Millex Excavation
Simeoe Block
Various Central Ontario Mechanical - Lien
2013-03-12 Prepared Surfaces
Simcoe Block
2,272,860 Simcoe Block
McKenzie Aluminum & Vinyl
665-00000229° BF| Canada
Lakeland Power.
TSSA
BFl Waste
BF{ Waste
Call of the Wild
015/13 Gabrlel Bodor Architect
01B/13 Gabriel Bodor Architect
006/13 Gahriel Bodor Architect Marketing Drawlings
14638 Bryon Patton & Assoclates Ltd.
14639 8ryon Patton & Assoclates Ltd,
13-1B38 Kieffer Engineering
130,302.00 Atkins & Van Groll Inc.
Planscape
4,382.95 Planscape
3,133.45 Planscape
1,24950 Planscape
Planscape
Planscape
Planscape
Planscape
Planscape
Planscape
47,008.00 Planscape
3,718 Church and Trought Inc,
6,343 Pinestone Engineering Ltd.
Avanti Surveying/ 51
Reprodux
Scale Models Plus from Legacy Lane
The Marketing Garage Inc.
Windstone Real Estate Brokerage
Sarah Davies
70,036.00 Sharon Express
42,495,00 Ryan Deslgn
One Restaurant
Sarah Davies
1,714 Muskaka Audlo Video
2,337,648 Metroland Media
2,365,800 Metroland Media

Regular AP to
Vendors
2,694.07

1,545.62
9,290.10

1,017.00
819.25
50,850,00
3,277.00
4,805.71
62,435.20
1,356.00

1,181.71
21,61

847.50
521.95
988.47
1,235.70
17,162.44
216.00
9,554.39
18,175.29
32,082.24
226.00
7,396.64

4,341.59
1,820.69
1,436.52

2,825.00

36,160.00
36,923.28

2,553.52
35,528.50
3,553.85

JD AP

64,16
850.00

80.28
5,100.00
804.00

16,000.00
1,356.00

1,824.89

9,010.65
6,270.35
6,866.60
1,122.75
114,99
605.16
819.35
904.03
697.35
1,101.87

465,92

33,800.00
1,500,00

577.95
2,000.00

Total Accounts
Payable

2,694.07
64,16
850.00
1,545.62
9,190.10
80.28
5,100.00
904,00
1,017.00
819,25
50,850.00
3,277.00
4,805.71
62,435,20
1,356.00
10,000.00
1,181,711
1,356.00
21,61
1,824.89
847.50
521.95
988.47
1,235,70
17,162.44
216.00
9,554.39
18,175.29
32,082.24
226.00
7,396.64
5,010.65
6,270.35
6,866.60
1,122.75
114.99
609.16
819.35
904.03
697.35
1,101.87
4,341.59
1,820.69
1,436.52

465.92
2,825.00
33,500.00
1,500.00
36,160.00
36,923.28
577.99
2,000.00
2,553.52
35,538.50
3,553.85
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cMurray Street Residences

|
i

'

ATE
8/28/13 2,431,442

' 06/18/13 3,931
! 09/30/13 309,300
Bhe/24/13 384
2013-02-10 3,983

2013-01-09 522,431,785
2013-01-09 705-646-2333
.’ ug 7/13
ug 22/13
. Aug22/13
L Aug 24/13
g 21/13
ug 23/13
" Aug 13/13
Aug 21/13
ug 21413
a.up 21/13
uly 29/13
[ Aug12/13

ug 22/13
R ug 19/13
ug 19/13

) Aug 22/13

Mg 14/13

g 15/13
2013-06-09
2013-06-06

__|

8/24/13
08/29/13
08/24/13
"IOB/ 24/13

MSCLO82413
14,741.00

s

HISAOOS 1
!
J
2013-01-09

2013-01-10 internet
l 42209 35220-525
04/22/09 35220-680
2010-10-03 deltro-3
2013-08-07
2013-08-12
2013-08-12
2013-08-12
2013.08-16
2013-08-16

¥

S

ccounts Payable - October 31, 2013

PAYEE

Metroland Medla

Armada

Paul Casselman Photography
Muskoka River Computer
itrackMedta inc,

Bell Canada

Bell Canada

Union Lighting

Best Buy

Best Buy

Blooming Muskoka
Chestnut Lane Kitchens & Bath inc.
Design within Reach

Gingers

Gingers

Gingers

Gingers

Modern Home Supply
Muskoka Glass

Staples

Stitchy Lizard

Stitchy Lizard

Stitchy Lizard

The Home Depot

The Home Depot

Hank LeMon

Maxguard

PMF Plumbing

Riverwalk

Riverwalk

Riverwalk

Dave West Photographer
Bryan Patton & Associates
Toronto Digital imaging inc.
Scale Models

Scale Models

Thompson & Sons Glass

MR Flooring & Cabinetry

MR Flooring & Cabinetry

MR Flooring & Cabinetry
Armoured Concrete Forming
Loshaw Drywall & Palnting
Securitas Canada Limited
Securitas Canada Limited
Bell Canada

The Home Depot - Bracebridge
Stichy Lizard

Bell Canada

Bell Canada

Altus Group

Altus Group

Jones Deslaurier

The Artstract Company - printing
Bathroom doors

Bathroom doors

Bathreom doors

Atmwd

Gravenhurst Home Hardware

Regular AP to

Vendors JD AP

1,356.00
176.28
6,215.00
755.00
5,537.00
93.43
2,872.88

1,597.98

138.91

6,881.06

183.06

21,966.99

26,742.67

2,077.02

2,373.00

1,367.98

625,44

13,508.13

2,500.00

1,111.80

580.84

225.00

805.84

598.82

606.29
3,973.12
8,084.60

880.08
339.00
1,288.20
3,143.18
300.00
10,170.00
31,685.20
2,647.44
19,764.70

£,000.00
4,463.50
11,666.12
1,257.13
11,300.00
1,661.10

2,650.98

1,091.58
1,24950

134.31

82.19
£99.42
3,133.45

9,048.90

1,913.10

27,540.00

171,20

200.00

242,00

502,00

301.95

127.64

Total Accounts
Payable

1,356.00
176.28
6,215.00
755.00
5,537.00
93.43
2,872.88
1,597.98
138.91
6,881.06
183.06
21,966.99
26,742.67
2,077.02
2,373.00
1,367.98
62544
13,508.13
2,500.00
1,111.80
580.84
225.00
805.84
598.82
806.22
3,973.12
9,084,60
850.08
339.00
1,288.20
3,143.15
300.00
10,170.00
31,685.20
2,647.44
19,764,70
8,000.00
4,463.50
11,666.12
1,257.13
11,300.00
1,661,10
2,650.98
1,081.58
1,249.50
134,31
8219
699.42
3,133.45
9,048.90
1,918.10
27,540.00
171.20
200.00
242,00
502.00
301.95
127.64
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fcMurray Street Resldences

Accounts Payable - October 31, 2013

2013-08-22
] 2013-08-22
| 2013-08-22
! 2013-08-22
2018-08-22
2013-08-26
‘ 2013-08-26
2013-11-01
2013-10-18
8/20/2013
7/24{2013
2013-10-30
2013-11-04
2013-08-13
2013-09-06
—! 2013-08-18
1 2013-10-10
2013-10-28
, 2013-10-30

2013-08-29
! 2013-10-08
“ 2013-10-08
2023-10-08
| 2013-10-08
! 2013-10-08
2013-10-08
2013-08-21
2013-09-20
‘ 2013-08-22
' 2013-11-01
2013-10-31
2013-08-22
’ 2013-09-30
2013-08-20
2013-08-31

PAYEE

Fresh Hore and Garden - Planters for Sales Centre
Bracebridge Home Hardware

Gagnon's Your

Walmart

Your Home Interlor

Band for Sales Centre Opening.

Tips for Servers for Sales Centré Opening

73 Rob Laskey

67 Rob Laskey - Repairs
6,298 Pinestone Engineering Ltd.
6,255 Pinestone Engineering Ltd,

71 Sarah Davies

OR&B - Ra} & Don Mintz

Wabora - Consuitants

Wabora - John Sisson ~ Town of Bracebridge
The Old Station Restaurant - Rob/Wayne/lohn
The District Municipality of Muskoka

50070333 Bell Canada

A&R Cleaning and Contracting
Modern Home Supply
Securitis Canada

Securltis Canada

Securitis Canada

Securitls Canada

Securitis Canada

Oliver & Bonactint - lunch with Raj
Gingers

Barber and Haskill Umited
Barber and Haskill Limited
Bell Canada - Nov 1/13

3161 CB Ross Partners
36132 JSW #36132
393 Muskoka River Computer - Sept 30
798 Mike's Landscaping and Property - Aug 20/13
27730 First Service Resident Mgmt Res

ARG TRV
Totals from Interim spreadsheet

Adjustment per Steve Beaumont
Agrees to AP on financlals

Regular AP to
Vendors

4,961.78
8,420.78

45.82
1,300.62
423,75

2,5683.40
16,650.87
165.18
1,145.70
2,254.90
100.00
532,52

" ID AP

696.08
11.24
29.36
48.45
469.78
1,000.00

£00.00
4,031.00
4,112.14

2,000.00
110.77
166.25
161.49
152.89

149.86
2,728.08
2,183.16
2,1B3.16
1,871.28

467.82

95.61
748.14

Total Accotints
Payable

696.08
11.24
29,36
48.45
469.78
1,000.00
600.00
4,031.00
4,112.14
3,961.78
8,420.78
2,000.00
110,77
166.25
161.49
152,89
45.82
1,300.62
423,75
149.86
2,728,08
2,183.16
2,183.16
1,871.28
467.82
99.61
749,14
2,593,40
16,650.87
165.18
1,145.70
2,254.90
100,00
532,52

527,439.35 246,948.67
- 41,01102 - 11,03102
§ 52743935 § 235,937.65 § 763,377.00
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Uchurmrsy Street Residonces
Accaunis Payable . Qetober 34, 2013

Reqular AP 10 PaymenisMade Balance

DATE PAYEE Vendors W vendots Outstanding Datally
30/10/2013 ABR Clasning and Contracting v 428,75, 42375
06/18/13 8,931 Armads ¥° 17628 17628
Amnsred Concrete Forming v 18,300.00 14,300.00
03/30/13 130,302.00 Atking & Van Grol Ine. 7396.64 7,396.54
22032013 Barbar and Haskl M::f - 16,650.87 16,6507
20/09/2048 Batbar and Hask® Limk: 2,593.40 ’ 2,59840
03/01/2013  S2A3LTES EafiCanads 3943 9343
05/01/2018 7056462333 BelCansds 2,872.88 257288 - pdonNev /134212
Bel Canada - 1,245,50 1,246,50
osf01/2018 Bel Canada - 69942 «  PdonNovia/i3 gz
100412015 tatecoat Bell Canada 313345 343348 - Pdon N 1B/13¥215
W/10/2018 5007033 Mol Canada 1,300.62 1,300,62
01112013 Befl Cansda - Nov 1/13 165.48 165.48
09/33/12 HES-DO0O0022F: Bl Canady 2161 2161
Aug 31013 B4 Wasty ; - 52195 52185
by 3Y13 BFi Watte s1847 98847
14,7400 Bryan Patton & Assochates 10,7000 10,170.00
Juoe 3/13 14638 Bryon Pation & Assoziates Lu.§ - 18,175.29 1847525
Aug 15/13 14639 Bryon Patten & Assochates Ltd, 32082.24 320822
o8/28/33 Callof the Wikd ~ 123570 173570
31072013 3163 CBRosk Pariners ~ 1,145,70 114520
. Pd $20k on Hov 23/13 chaN2i7
and §5k on Dec 6/13 thq#229

Note: gayout shows $37,880.00 ac

0872313 Varios  Camiral Ontaris Machanlaal < Lisn < 62435.20 25,000.00 3743520 of Dec1Tfis
8/26/2008 A718 Churchand Trought Ine, < 1,820.89 1506
o3/24/13 MSCLO82413  Dava Wast Photographar 0000 D000
S1/02/2018 27730 First Service Residunt Mgmt Res * 2,260.00 2,260.00
oy/20/12 015/18 Gabrie] Bodor Architect - 17,16244 17,16244
DB/28/13 018/13 Gabrie] Bodor Archiact 3 2600 21600
03/28/13 006/13 Gabrie! Bodor Architect Marketing Drawlngs: 9,554.39 455439
08/06/2013 HoakteMon # 397342 357312
10/02/2013 3583 ackMedh ine. 5,537.00 553700
2542013 36132 LSWANGI3Z o~ 2,250.80 22549
09/30/1% 13-1838 Kleffer Englnencng < 2251 . 2600
180054 Loatuw Drywall & Painting {110 1,661.10
06/05/2013 Maxguard » 9,034.60 / 9,084,60

o0afza/1 2,337,648 Metroland Medla » 3553850 3553850
09f0L/2013 2,365,800 Mietrolsnd medix ’g & \/ a,ssz.ssg 40/545 '% 155345
05729118 2,431,442 Mutroland Modla ' 2,356.00 1,356.00
20f03/2013 738 Mike's Landseaping and Prapery: « Aug 20/13 JR-ELAY AN 53252
/28718 48, MTiex Excavation £19.25 15,25
/24019 43 Milex Excrvation g v 50,550.00 50,850.00
09728113 48 Milex Excavation 3.277.00 3,277.00
MR Fiooting & Cabinatry J 445150 146350

MR Flooring & (‘ablnelryg 11,666,12 1166612

MR Flooring & Cablnetry 1,257.13 1,25743

o0s/22/12 1,714 Muskoka AudloVideo 1/ 2,86252 255352

UB/26/13 441442143 Muskoke Glass v 2,698,07 263407 {5

08/24/43 384 Muskols Rivar Computer v’ 755.00 755.00 (9[}
30f03/2018 293 Muskoka River Compoter - Sept 30 100,00 100.00 .

09/30/18 309,300 Paul Casselman Photography v 6,215.00 521500 {

9/25/2018 €343 Plnstone Englnerring [d, 143552 148652 \

B/20/am3 5258 Pinestans wmmua.g/

396178 396178
7024/2018 6,255 Plnestone Engiearing Uid, 842078 8,42078 .
47,008.00 Phrscape 434159 434159
WIS 20308 Prepared Surfaczs v 1.56.00 1,356.00
05/01/2013 5B RAD Concrete Footings and Flooring ¥ 1,047.00 101700
03/24/18 Riverwealk 338.00 a39.00
o825} Riverwalk } v 128820 128020
tay24/13 Riverwalk 514315 3,14315
Avg 3312 42,495.00 Ryan Dartgn ¥ 1692228 36521328
Scate Models / 2,647.44 LEATA
Seale Waodals 19,762.70 19,764.70
Aug 30/13 TDOA6H0 Sharon Expresy # 96,160.00 36,160.00
10/01/2013 Simeon Block § Ve : 4,505.7%, ABBTL
10/08/2013 2,272,860 Sifnane Block 118171 118071
Aug 2313 sMTRImIte N SAES2 154560 - 0.00 pakd on Dac 1213 #230
10/2072012 Tha Distriet Municipaihy of Muskoks = 4582 4582
Jorve 30/13 The Marketing Garage fne. =~ 252600 2,82500
June 23/13 Thampson'san-Senaibse-tsio 2 S99R0 e 3 - pavdonNov 28/13 51073051
Toromo Digitalimaging e v 3188520 31,685.20
| 2:442338.00 T8sA
Anollan lavestments Lid+ AP per imarim statament 246,929.00
Less: Asclian Ivestroent Ltd Recoverits - Aug to Oct 2013 - 1304600
Smali adjustment per Steve Beatmort 25,00

Het Aeotian kvestments Lrd, AP 225,438 00 —
Tatsl AP per financlals - O 33/13 § I33nSs
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‘ Bennett Jones LLP
l.ﬁl Bennett 3400 One Flirst Canadian Place, PO Box 130
Jo“es Toronto, Ontarlo, Canada M5X 1A4

Tel: 4168631200 Fax:416.863.1716

Sean H. Zweig

Partuer

Dircol: Line; 416.777.6254

e-mail; zweigs@bonnottjones.com
Our File No.; 74735-6

July 4, 2017
Yia Email

Mr, David L. Nakelsky

Goldman Sloan Nash & Haber LLP
480 University Ave Suite 1600
Toronto, Ontarioc M5G 1V2

Dear Sir:

Re:  Moskowitz Capital Mortgage Fund II Inec. - 24 Country Club Drive, King City, Ontario
L7B 1MS5

We are the lawyers for KSV Kofinan Inc., in its capacity as Court-appointed receiver of Scollard
Development Corporation, Memory Care Investments (Kitchener) Ltd., Memory Care Investments
(Oekville) Ltd., 1703858 Ontario Inc., Legacy Lane Investments Ltd., Textbook (555 Princess Street)
Inc, and Textbook (525 Princess Street) Inc. (the "Receiver). We are in receipt of your letter dated
June 12, 2017, which enclosed a Notice of Sale Under Mortgage dated June 12, 2017 issued by
Moskowitz Capital Mortgage Fund II Inc, (the "Notice of Sale").

With respect to the amounts claimed under the Notice of Sale, please provide a detailed breakdown of
all such amounts, including evidence of the advances made under the mortgage and evidence that the
funds were used for the property or properties. As you may know, the Receiver has initiated litigation
against John Davies which includes, among others, an allegation of fraud.

We look forward to receiving the requested information as soon as possible, We are available if you
-would like to discuss.

Yours truly,

BENNETT JONES L

st

e

~Sean . Zweig

SHZ:ak
C Bobby Kofman and Noah Goldstein, KSV Kofinan Ine,

WSLEGALA074735\00006\18211999v1
www.bennettjones.com
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Aeolian Investments Ltd.

Summary of Receipts and Dishursements

For the Period October 1, 2012 to May 29, 2017
(unaudited; S)

Receipts
Davies Developers
TSSH/TSI
Tier 1/Raj Singh
MCIL
Other related parties
Other receipts
2174217 Ontario Inc,
Unidentified receipts
Total Receipts

Disbursements
Personal
Judith Davies
Arizona House
AMEX bills
Other personal payments
Car payments
Generals hockey
Other Davies' family members

Other and unidentified
Related parties
RS Consulting Services Inc. (reiated to Raj Singh)
Bosenstein Consulting Services Inc. (related to Harris & Harris'LLP)
Other payments
Unidentified payments
Total Disbursements

Opening bank balance, October 1, 2012
Net Cash Flow
Closing bank balance, May 29, 2017

Note

5,591,885

1 789,971
646,000

1 369,808
2 248,659
130,156

3 100,000
695,162

8,571,641

2,509,200
1,841,205
1,346,580

4 963,528

217,511

160,000

45,774
7,083,799

5 487,575
16,950
16,950
6 798,096
168,225

8,571,595

46
46



Aeolian Investments Ltd.

Summary of Receipts and Disbursements

For the Period October 1, 2012 to May 29, 2017
{unaudited; $)

Notes:
1. The funds received by Aeolian from TSSI, TS| and MCIL largely originated from Davies Developers.
2. Receipts from other related parties is comprised of the following:

Davies Arizona Trust

Andrew Davies

Memory Care Investments {Victoria) Ltd.
Textbook {256 Rideau Street} Inc.
1416958 Ontario Inc. (Raj Singh entity)

3. 2174217 Ontario Inc. {"217"} was a lender to Oakville, Kitchener, Burlington and Scoliard. During the
Examination, Davies advised that 217 also made an unsecured loan to Aeolian for $100,000 and that
the loan is still outstanding.

4, Payments which appear to relate to personal items are reflected below.

Shareholders

Raoyal LePage Your Community Realty Inc
Mayberry Fine Art

Rubin and Christie

INTERAC e-Transfer

Hollywood Diamond

RBC {Wire: USD to Glenn Green Gallery)
The Distillery Restaurants Group
Chestnut Lane

RBC {Wire: USD to The Gallery Wall Inc)
Goodman and Griffin, in Trust

Town of Gravenhurst

Enduro Sport Inc.

The Twelfth Fre

Fees/Dues Y.R.V.L.C.C.999

Other personal expenses

52,350
40,000
17,181
2,275
136,843
248,659

243,376
75,000
58,822
53,670
45,290
43,505
26,236
25,000
21,967
19,238
18,921
16,905
14,701
10,130

8,668

282,099

963,528

Comments

Recorded in the Aeolian genersl ledger as a shareholder loan
Commission to agent on sale of prior personal residence of Jahn Davies
Purchase of art

Payment of legal fees for John Davies

Cash withdrawals

Purchase from jewellery store

Purchase of art

Son's wedding expenses

Davies did not recall at examination

Purchase of art

Law firm engaged by Royal LePage in the sale of a former residence
Amounts due to Gravenhurst re: peronsal cottage

Purchase of sporting equipment

Purchase from guitar store

King City condo fees

Restaurants, entertainment, groceries, retail purchases, etc.

19E1



Aeolian investments Ltd.

Summary of Receipts and Disbursements

For the Period October 1, 2012 to May 29, 2017
{unaudited; $)

S. Other related party payments is comprised of the fallowing:

Memory Care Investments Ltd.

Traditions Development Company (owned by a former Director and Officer of MCIL)
McMurray Street Investments Inc. ‘
Scollard Development Corporation

Textbook Suites inc.

Memory Care Investments {Oakville) Ltd.

6. Other payments is comprised of the following. Insufficient information is available to confirm
if these are personal payments.

Canada Revenue Agency

U.S. Title Alden

894390 Ontario

Receiver General of Canada
AlG Canada

Security Title

TD Bank

Windstone Real Estate
Veridian Connec

P+B Markeling Ltd.

Keystone Property Managament
Miller Thompson LLP
Morrison Hershfield

Stephen Beaumont, CGA
Simcoe Block

Global Resolutions

Diana Cassidy

1753430 Ont. Inc ofa Carniello Contracting
Bank Fees

Stewart Title

Minister of Natural Resources
Interest

162,375
145,000
120,200
25,000
20,000
15,000
487,575

200,015
100,161
87,366
81,002
58,520
56,945
38,955
33,900
29,285
21,188
17,208
15,440
11,526
10,000
10,000
9,276
5,161
5,000
4,458
2,204
321
166

] 798,096

cotl



Divisional Court File No.: 533/77
(Court File No. CV-17-11822-00CL)

KSV KOFMAN INC. and JOHN DAVIES et al.
Plaintiff Defendant
ONTARIO
DIVISIONAL COURT

SUPERIOR COURT OF JUSTICE

Proceeding commenced at TORONTO

MOTION RECORD
(Volume 4 of 5)

Dentons Canada LLP

77 King Street West, Suite 400
Toronto-Dominion Centre
Toronto, ON MS5SK 0A1l

Kenneth D. Kraft

ILSUC #: 31919P

Tel.: (416) 863-4374

Fax: (416) 863-4592
kenneth.kraft @dentons.com

Michael Beeforth

LSUC #: 58824P

Tel.: (416) 367-6779

Fax: (416) 863-4592
michael.beeforth@dentons.com

Lawyers for the Defendants



