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B:<lO PM 

2017-05-02 
Accrual Basis 

ASSETS 
Current Assets 

ChequingfSavlngs 
RBC 100-414·2 

1703858 Ont Inc. Burlington 
Balance Sheet 

As of 2 May 2017 

23.12 

Total Chequing/Savlngs 23.12 

Total Current Assets 23.12 

TOTAL ASSETS 23.12 

LIABILITIES & EQUITY 
Liabilities 

Current Llabllitles 
Other Current llabilltles 

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 
Due to Memory Care Oakville 
Due to Scollard Development Cor 
Due to Textbook Ross Park 
Pua to Textbook Student Suites 
DuetoTSI 
GSTIHST Payable 
Loan from Scollard 

Total Other Current Uabllltles 

Total Current Llabillties 

Total Llabllltles 

Equity 
Retained Earnings 
Net Income 

Total 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 

257,944.38 

257,944 38 

-257,903 26 
·16 .. 00 

-257,921 26 

23.12 
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ksv advist19'ftc. 

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.0.1990, 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; 

b) 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 Cornerstone Commercial Realty Inc. ("TD") to act as listing 
agent for the Property; 
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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 located in Whitby, Ontario and comprises approximately three acres. 

2. 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 7 4 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. 

3. 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. 

4. 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 Aeolian is 
owned by Mr. Davies' wife and children 1 • Ms. Harris is the mother of Greg Harris, a 
partner at Harris. 

1 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. 

--------------------·-----------
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2.1 Creditors 

2.1.1 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 Corporation ("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 morigage 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. 

2. 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. 

3. 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 Mortgage Brokerages, Lenders and Administrators Act, 2006, S.O. 
2006, c. 29, as amended. The application to appoint KSV as Receiver was brought 
by the Trustee. 

2.2 Other Creditors 

1. Trisura Guarantee Insurance Company and Everest Insurance Company of 
Canada (jointly, the "Sureties") provided bonds to Tarion Warranty Corporation 
("Tarion") 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 tho 
Property. 

2. 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 Act, R.S.O. 1990, c. C.30, as 
amended. The Receiver's counsel is in the process of reviewing these lien 
claims. 
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3. According to the Company's books 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. 

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

e 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 on the 
Property nor had any background on the Company. The Receiver advised that 
Purchaser that it was not prepared to pursue this transaction; and 

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 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". 

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

3. 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. 

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

ksv advisory inc. Page4 

467 



5. 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. 

6. The Receiver 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 $50,000 2 , 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. 

7. 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 to 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 Receiver recommends that the Court issue an order approving the Strategic 
Process summarized in the table below. 

Summary of Sale Process 

Milestone Description of Activities Tlmellne 

Phase 1 - Underwriting 

Finalize marketing materials )> TD and the Receiver to: 

o prepare a summary of the project and the 

opportunity; 

o populate an online data room; 

0 prepare a CA; and 

2 In the event the Receiver closes a transaction with the Excluded Party within 30 days from the date the Court 
approves a marketing process (tho "Exclusion Period"), TD will be entitled to a fee of $25,000 plus its out-of-pocket 
expenses. The fee increases by $25,000 if the Receiver enters into a transaction with the Excluded Party after the 
Exclusion Period. 
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Summary of Sale Process 

Milestone Description of Activities Timeline 

0 prepare a Confidential Information 

Memorandum ("CIM"). 

Prospect Identification )> TD to develop a master prospect list. TD will 

qualify and prioritize prospects. Weeks 1 ··2 

)> TD will also have pre .. marketing discussions 

with targeted developers. 

Phase 2- Marketing 

Stage 1 )> Mass market introduction, including: 

o Offering summary and marketing materials 

printed; 

0 publication of the acquisition opportunity 

in The Globe and Mail (National Edition); 

o telephone and email canvass of leading Weeks 3-4 
prospects; and 

0 meet with and interview prospective 

bidders. 

> Assist the Receiver and its legal counsel in the 

preparation of a vendor's form of Purchase 

and Sale Agreement (the "PSA"), 

Stage 2 }> TD to provide detailed information to qualified 

prospects which sign the CA, including the 

CIM, access to the data roorn and a form PSA. Weeks4-5 

> TD to facilitate all diligence by interested 

parties. 

Stage 3 )> Prospective purchasers to submit PSAs or Week6 

other proposals, including development 

proposals. 

Phase 3 ..... Offer Review and Negotiations 

Short-listing of Offers )> Short listing of bidders. One week 

> Further bidding - Interested bidders may be following bid 

asked to improve their offers. deadline 

Selection of Successful Bids > Select successful bidder and finalize definitive One week 
documents. 

Transaction Approval Motion and Closing ~ Motion for transaction approval and close Two weeks 

transaction 

2. Additional aspects of the Strategic Process include: 

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

b) 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; 
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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 recommends that the Court issue an order approving the Strategic 
Process, including tt1e 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 
witl1 likely bidders for the Property. Its 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 Receiver to consider various 
options for the Property, including sale and development proposals; 

c) tl1e 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 commencement 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 affiliated with the Company's principal, Mr. 
Davies (collectively, the "Affiliated Property Companies"3). 

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". 

3 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 Street) Inc., Textbook 
(525 Princess Street) Inc., 1703858 Ontario Inc., Memory Care Investments Ltd., 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"). 

Receipts 

Loan proceeds 

STC 

Firm Capital 

2174217 Ontario Ltd. 

Affiliated Property Companies 

Raj Singh and entities related to Mr. Singh 

Aeolian 

Sundry receipts 

Total receipts 

Disbursements 

Purchase of Real Property 

Affiliated Property Companies 

Interest and fees4 

STC loan commissions 

Aeolian 

Sales centre construction and operating costs 

Development costs 

Raj Singh and entities related to Mr. Singh 

Loan repayment (2174217 Ontario Ltd.) 

Professional fees 

Entities and individuals related to John Davies (excluding Aeolian) 

Other 

Total disbursements 

Ending balance 

4. The table above reflects that the Company: 

Amount 

13,596 

2,350 

750 

6,186 

350 

25 

602 

23,859 

9,163 

3,355 

2,705 

2,175 

1,244 

1,174 

1,161 

636 

750 

446 

92 

955 

23,856 

3 

a) had total receipts of approximately $23.859 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. 

4 Approximately $2.0 million in interest was paid in respect of STC. The remainder represents amounts paid to Firm 
Capital and 217 4217 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: 

(unaudited; $COOOs) Received Advanced Net Received/ 
Entitl'. From To {Advanced} 

Memory Care Investments {Oakville) Ltd. 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. 553 (28) 525 

Textbook Student Suites Inc. 122 {6) 116 

Textbook {555 Princess Street) Inc. 13 13 

Textbook Suites Inc. 14 (3) 11 

Textbook (525 Princess Street) Inc. 7 7 

2375219 Ontario Ltd. 23 (25) {2) 

McKenzie Marsh Investments Ltd. 100 (111) (11) 

Lafontaine Terrace Management Corporation (75) (75) 

Memory Care Investments Ltd. 47 (229) (182) 

Legacy Lane Investments Ltd. 12 (229) (217) 

Memory Care Investments (Burlington) 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. 
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7. 

(unaudited; $COOOs) Amount 

Cash balance, as of September 1, 2014 3 

Receipts 

STC 13,596 

Other5 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 October 31, 2014 39 

The table reflects: 

a) $2.175 million (16.0% of the total proceeds) was paid to First Commonwealth 
· Mmigage Corporation7 as commissions and brokerage fees in connection with 
raising the STC loan. The amount of the commissions appears to be 
consistent with the Loan Agreement; 

b) approximately $1.259 million (9.3% 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. 

5 Mainly represents an HST refund. 
0 The total amount paid for the Real Property, including closing expenses, was $9.2 million. Of this amount, $1 million 
was paid by Memory Care Investments (Oakville) Ltd. 

·r The Loan Agreement indicates that First Commonwealth Mortgage Corporation and Tier 1 Mortgage Corporation 
are jointly the Mortgage Broker in connection with the STC loan. 
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(unaudited; $COOOs) 

Memory Care Investments (Burlington) Ltd. 

McMurray Street Investments Inc. 

Memory Care Investments (Oakville) Ltd. 

Legacy Lane Investments Ltd. 

Memory Care Investments (Kitchener) Ltd. 

Memory Care Investments Ltd. 

Amount 

Advanced 

366 

350 
322 
120 

71 
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 Agreement, 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) 

Management fees 

Amounts advanced by the Company on behalf of: 

Legacy Lane Investments Ltd. 

Memory Care Investments (Burlington) Ltd. 

Memory Care Investments (Kitchener) Ltd. 

Memory Care Investments (Oakville) Ltd. 

Total 

2. The table above reflects: 

Amount 

780 

116 

116 

116 

116 

464 

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 receivership, 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 

b) approximately $464,000 was paid by the Company to Aeolian on behalf of the 
projects noted in the table above. 
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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, 

KSV 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 
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.. 417 
T~ERl 

INVESTMENTS LTD. ADVISORY 

A WORLD-CLASS INVESTMENT OPPORTUNITY 

SYNDICATED MORTGAGE 

• 8o/o annual fixed rate of interest 

• Interest paid quarterly 

• 4°/o per annum end-of-term 
investor bonus 

• Up to 48-month term 

• Cash, RRSP, RESP, 
TFSA and LIRA eligible 

. . . . 
. . . . . . 

• $25,000 minimum 



Tt-iE LARGEST GENERATION IN 
HISTORY IS APPROACHING l~HE 
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 patients 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 
IS DIRE AND GROWING 
Dementia is a brain illness 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 

caregivers 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 financially viable nor providing the best care." There is an urgent need for 

care options from the private sector that are both effective and sustainable. 

By 2038: 

• 1,125,200 people 

will have dementia 

in Canada - 2.8o/o 

of the Canadian 

population. 

• The cumulative 

economic burden 

will be $872 billion. 

Demand for long­

term care will 

increase 10-fold 

-Alzheimer Society 

of Canada 
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A SOLUTION Wl'Tl-1 REAL 
OPPORTUNITIES 
Memory Care and its dedicated team of professionals have over 20 years of 

experience 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 monitoring 

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 decor throughout to enhance residents' experience 

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

• No dead-end hallways or corners and clear, simple, 

eye-level signage 

• 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 

• Activity baskets for residents 

• Meeting areas for friends and family 

• 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. 
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• 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 Alzheimer'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 women account for over 75o/o of all A!z:heirner's 
sufferers. Women also tend to outlive men by five years, increasing the for long-term care. 



location: 
Zoning: 
Site Area: 
Building Size: 

Height: 

Parking: 
Units: 

Proposed Main Floor 

169 Borden Avenue North, Kitchener, Ontario 

Retirement Residence (zoning fully in place) 

1.85 acre+/-

63,000 square feet 

3 storeys 

Surface 

63 proposed suites, housing up to 90 residents 

PROJEC'T DESCRIP=r10N 
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 their senses 

positively to reduce the impacts of the disease. In addition to benefiting from a 
physical environment unavailable 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. 

I 
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Memory Care Investments Ltd. 

Memory Care Investments Ltd., the developer of the Kitchener Alzheimer's and 
Dementia Care facility, was founded by John Davies, a founding partner of 
GenerX Inc., one of Canada's most successful condominium, resort, retail and 
office developers. John's projects have received numerous awards, including 
a Governor General's Award for design, an ICSC 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 leading 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. 

Tl-I FINAN R 
Tier 1 Transaction Advisory Services Inc. 

Raj Singh is the President and founder of Tier 1 Transaction Advisory Services 
Inc., 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 restructuring; 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, provincial and municipal governments; 
and consulting and staffing industry clients. 

He holds a BSc 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. 



FACILITY 
MANAGER 
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 a portfolio of four retirement homes 
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 involved, 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 
a founding member and past chair of the board 
of directors of the Community Care Access 
Centre (CCAC) 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. 



I I 
Once 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 Consulting 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: 

WMI Engineering 

Electrical Engineers: 

Tristar Engineering 

Landscape: 

Terraplan 

Planners: 

Lucas and Associates 

Environmental: 

Church and Trought Ltd. 

Management Firm -
Tier 1 Transaction Advisory Services Inc. 
3100 Steeles Ave. E., Suite 902 Markham, ON L3R 8T3 
Telephone: 647-748-8437 I Fax: 647-689-2374 

T'4E R1• Tier1 Transaction Advisory Services Inc., 
f:f7 advises in the creation and design of mortgage 

A D V I S O RY products. Tier1 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 I Broker: Dave Balkissoon 

Law Firm - Harris+ Harris LLP 

llJUlRlS ~, HARR!Stc, 
~~©fffi~~H tun !l-#:UtJm~~ 

Harris + Harris LLP is a very well respected 
business law firm in the GTA that has lawyers 
who practise in a variety of business and 
commercial areas. 

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. Tier1 Transaction Advisory Services Inc., is not a mortgage 
broker or investment dealer. 
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Cl 
Cl 

RS Consulting 
Group Inc. 

ass A-17% 
assB-10% 

Textbook (525 Princess Street) lnc.1 

Textbook (555 Princess Street) Inc. 
Textbook Ross Park Inc. 

Aeolian 1321805 Ontario 
Investments Ltd. Inc. 

I I 
ClassA-17% Class A-50% 
Class B-30% Class B-30% 

,. ,. 1r 1 

Textbook Student 
Suites Inc. 

72.2% 

l 1r 

Textbook Textbook 
(525 Princess (555 Princess 

Street) Inc. Street) Inc. 

Dachstein Holdings 
Inc. 

ClassA-16% 
Class B-30% 

RS Consulting 
Group Inc. 

27.8% 

1 
Textbook Ross 

Park 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. 
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RS Consulting 
Group Inc. 

c lassA-17% 
c lass B-10% 

Textbook (445 Princess Street) lnc.1 

Aeolian 1321805 Ontario 
Investments Ltd. 

I 
ClassA-17% 
Class B-35% 

• , 

Textbook Suites 
Inc. 

73.7% 

Inc. 

I 
ClassA-50% 
Class B-35% 

,. 

,, 

Textbook (445 
Princess Street) 

Inc. 

Dachstein Holdings 
Inc. 

Class A- 16o/c 
Class B-20% 

RS Consulting 
Group Inc. 

26.3% 

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. 
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RS Consulting 
Group Inc. 

c lass A-17% 
c lass B -10% 

Textbook (774 Bronson Avenue) lnc.1 

Aeolian 1321805 Ontario Dachstein Holdings 
Investments Ltd. 

I 
ClassA-17% 
Class B-35% 

' ,. 

Textbook Suites 
Inc. 

72.2% 

Inc. 

I 
ClassA-50% 
Class B-35% 

1 

Textbook (774 
Bronson Avenue) 

Inc. 

Inc. 

ClassA-16'){ 
Class B - 20'){ 

RS Consulting 
Group Inc. 

27.8% 

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. 
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Memory Care 
Investments 

(Kitchener) Ltd. 

Memory Care Investments (Kitchener) Ltd. 1 

17303858 Ontario Inc. 

Memory Care Investments (Oakville) Ltd. 

Aeolian 
Investments Ltd. 

Erika Harris 

I 
50% 

Memory Care 
Investments Ltd. 

100% 

Memory Care 
Burlington Ltd. 

50% 

100% 

1730358 Ontario 
Inc. 

I 

Memory Care 
Investments 

(Oakville) Ltd. 

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. 
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Textbook (525 Princess Street) Inc. ("525 Princess") 
Statement of Receipts and Disbursements 
For the period October 7, 2015 to March 31, 2017 
($; unaudited) 

Receipts 
Syndicated Mortgage Investment ("SM!") proceeds 
Affiliated entities 
Unknown 
Sales tax refunds 
Sundry receipts 

Disbursements 
Land - 525 Princess Street, Kingston 
Affiliated entities 
Payments to Shareholders 
Broker commissions 
Interest paid and fees, including interest reserve 
Amounts paid to professionals 
Development costs 

Ending Bank Balance 

Notes: 
I . Represents funds raised from investors through syndicated mortgages. 

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

Entity 
Textbook (445 Princess Street) Inc. 
Textbook (555 Princess Street) Inc. 
McMurray Street Invesbnents Ltd. 
Memory Care Invesbnents (Burlington) Ltd. 
Scollard Development Corporation 
Textbook (256 Rideau Street) Inc. 
Textbook (774 Bronson Avenue) Inc. 
Total 

Description 
Owns property in Kingston 
Owns property in Kingston 
Owns property in Bracebridge 
Owns property in Burlington 
Owns property in Whitby 
Owns property in Ottawa 
Owns property in Ottawa 

3. Represents funds paid to Shareholders and entities and individuals related to shareholders. 

Entit~ Dividends 
Textbook Student Suites Inc. 
RS Consulting Group 250,000 
Aeolian Investments Ltd. 250,000 
1321805 Ontario Inc. 250,000 
Dachstein Holdings Inc. 250,000 
Tier I Transaction Advisory Services Inc. 
Textbook Suites Inc. 

Memo!}'. Care lnvesbnents Ltd. 
Total 1,000,000 

Management 
Fees 

90,400 
90,400 

180,800 

Amom1ts 
Received 
56,100 

840 

56,940 

Due Diligence 
Fees 

113,000 

113,000 

4. Represents broker and referral fees paid to First C01mnonwealtl1 Mortgage Corporation and Tier 1 Transaction Advisory Inc. 

5. Amounts paid to professionals are smmnarized as follows: 

Finn 
Harris+ Harris LLP 
Elliott Law Finn 
Peter Tuovi (tax o inion) 
Total 

Loans 
1,039,600 

10,000 

4,000 
1,053,600 

Notes 
I 
2 

2 
3 
4 

Amow1ts 
Advanced 

(1,400) 
(10,000) 
(14,000) 
(16,000) 
(55,000) 
(96,400) 

Other 
(170,000) 

28,930 

(141,070) 

Amount 
6,386,800 

56,940 
100,000 
67,378 
17,443 

6,628,561 

2,430,821 
96,400 

2,206,330 
1,085,756 

510,944 
225,134 
73,148 

6,628,533 
28 

Net Amounts 
Received/ 

(Advanced) 
56,100 

840 
(l,400) 

(10,000) 
(14,000) 
(16,000) 
(55,000) 
(39,460) 

Total Amount 
869,600 
363,000 
340,400 
340,400 
250,000 
28,930 
10,000 

4,000 
2,206,330 

Amount 
187,844 
25,990 
11,300 

225,134 
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Textbook (555 Princess Street) Inc. 
Statement of Receipts and Disbursements 
For the period August 20, 2015 to March 31, 2017 
(C$; unaudited) 

Receipts 
Syndicated Mortgage Investment (''SM!") proceeds 
Sales tax refunds 
Affiliated entities 
Sundry receipts 

Disbursements 
Advances to shareholders of Textbook Student Suites Inc. 
Land - 555 Princess 
Broker commissions 
Interest reserve 
Amounts paid to professionals 
Development costs 
Affiliated entities 

Ending Bank Balance 

Notes: 
I. Represents funds raised from investors through syndicated mortgages. 

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

Entity 
Textbook (445 Princess Street) Inc. 
Textbook (774 Bronson Avenue) Inc. 
Textbook (525 Princess Street) Inc. 
Memory Care Investments (Burlington) Ltd. 
Scollard Development Corporation 

Textbook Ross Park Inc. 
Total 

Description 
Owns property in Kingston 
Owns property in Ottawa 
Owns property in Kingston 
Owns property in Burlington 
Owns property in W11itby 

Owns property h1 London 

3. Represents funds paid to Shareholders and entities and individuals related to Shareholders. 

Entity Dividends 
Textbook (256 Rideau Street) Inc. 
Textbook Student Suites Inc. 
RS Consulting Group 250,000 
Aeolian Investments Ltd.· 250,000 
1321805 Ontario Inc. 250,000 
Dachstein Holdings Inc. 250,000 
Raj Singh 
Textbook Suites Inc. 
Tier I Transaction Advisory Services Inc. 
Memory Care Investments Ltd. 
Total 1,000,000 

Management 
Fees Loans 

746,400 

158,200 
158,200 

39,500 

3,000 
316,400 788,900 

Notes 

2 

4 

2 

Amom1ts 
Received 

51,925 
3,000 

54,925 

Due Diligence 
Fees 

113,055 

113,055 

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

5. Amounts paid to professionals are summarized as follows: 

Finn 
Harris + Harris LLP 
Elliott Law Finn 
Peter Tuovi (tax opinion) 
Total 

Amounts 
Advanced 

(3,000) 
(840) 

(4,000) 
(6,000) 

(10,000) 
(23,840) 

Other 
1,478,000 

37,959 

1,515,959 

Amount 
7,926,850 

87,742 
54,925 

1,086 
8,070,603 

3,734,314 
2,038,410 
1,347,565 

634,148 
217,807 
74,480 
23,840 

8,070,564 
39 

Net Amounts 
Received/ 
(Advanced) 

51,925 

(840) 
(4,000) 
(6,000) 

(10,000) 
31,085 

Total Amount 
1,478,000 

746,400 
363,055 
408,200 
408,200 
250,000 

39,500 
37,959 
3,000 

3,734,314 

Amow1t 
180,517 
25,990 
11,300 

217,807 
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Textbook (445 Princess Street) Inc. ("445 Princess") 
Statement of Receipts and Disbursements 
For the period October 7, 2015 to March 31, 2017 
($; unaudited) 

Receipts 
Syndicated Mortgage Investment ("SM!") proceeds 
Kingsett Mortgage Corporation 
Rental income 
Affiliated entities 
Sales tax ref\mds 
Sundry receipts 

Disbursements 
Land - 445 Princess Street, Kingston 
Affiliated entities 
Broker commissions and referral fees 
Payments to shareholders 
Interest paid and fees, including interest reserve 
Amounts paid to professionals 
Kingsett Capital Corporation (Mortgage and Interest) 
Development costs 
Other 

Ending Bank Balance 

Notes: 
1. Represents f\mds raised from investors through syndicated mortgages. 

2. Represents rent received from Shoppers Drug Mart, tl1e tenant at tl1e property owned by 445 Princess. 

3. Represents f\mds received and advanced to known affiliated entities as detailed below. 

Entity 
Memory Care Jnvesbnents (Burlington) Ltd. 
Textbook (445 Princess Street) Inc. 
Memory Care Invesbnents (Kitchener) Ltd. 
Textbook (555 Princess Street) Inc. 
Textbook (525 Princess Street) Inc. 
McMnrray Street Invesbnents Ltd. 
Textbook (774 Bronson Avenue) Inc. 
Scollard Development Corporation 
Textbook Ross Park Inc. 
Total 

Description 
Owns property m Bnrhngton 
Owns property in Kingston 
Owns property in Kitchener 
Owns property in Kingston 
Owns property in Kingston 
Owns property in Bracebridge 
Owns property in Ottawa 
Owns property in Whitby 
Owns property in London 

Amounts 
Received 

53,000 

5,350 
58,350 

Notes 

3 
4 

6 

4. Represents broker and referral fees paid to First C01mnonwealth Mortgage Corporation and Tier 1 Transaction Advisory Services Inc. 

5. Represents f\mds paid to Shareholders and entities and individuals related to Shareholders. 

Entity 
Textbook (256 Rideau Street) Inc. 
Textbook Suites Inc. 
RS Consulting Group 
1321805 Ontario Inc. 
Textbook Student Suites Inc. 
Memory Care Investments Ltd. 
Tier 1 Transaction Advisory Services Inc. 
Total 

6. Amounts paid to professionals are smmnarized as follows: 

Finn 
Harris+ Harris LLP 
Elliott Law Finn 
Peter Tuovi (tax opinion) 
Lou Vadala Professional Corporation 
Total 

Management Due Diligence 
Fees Fees Loans 

629,200 
226,000 

200,000 
11,000 
36,000 

200,000 226,000 676,200 

Amounts 
Advanced 

(2,500) 
(3,500) 

(32,000) 
(51,925) 
(56,100) 
(64,000) 

(220,500) 
(645,000) 
(656,700) 

(1,732,225) 

Other 
766,500 
144,000 

58,500 
12,000 
38,137 

1,019,137 

Amount 
8,396,750 
7,000,000 

323,557 
58,350 
49,143 

1,300 
15,829,100 

9,066,134 
1,732,225 
1,427,448 
2,121,337 

671,740 
470,640 
292,603 

28,904 
17,928 

15,828,959 
141 

Net Amom1ts 
Received/ 
(Advanced) 

(2,500) 
(3,500) 

(32,000) 
(51,925) 
(56,100) 
(64,000) 

(167,500) 
(645,000) 
(651,350) 

(1,673,875) 

Total Amount 
766,500 
773,200 
226,000 
200,000 
69,500 
48,000 
38,137 

2,121,337 

Atuow1t 
255,057 
29,380 
11,300 

174,903 
470,640 
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Textbook Students Suites (Ross Park) Inc. 
Statement of Receipts and Disbursements 
For the petiod Aplil 30, 2015 to March 31, 2017 
(C$; unaudited) 

Receipts 
Syndicated Mortgage Investment (11SMI 11

) proceeds 
2377358 Ontario Ltd. and Creek Crest Holdings Inc. 
Affiliated entities 
Sales tax refunds 
Unknown 

Disbursements 
Land - 1234 - 1246 Richmond Street 
Payments to Shareholders 
Broker commissions 
Interest paid and fees, including interest reserve 
Development costs 
2377358 Ontario Ltd. and Creek Crest Holdings Inc, 
Real estate broker commission on paid sale of condominiums 
Amounts paid to professionals 
Affiliated entities 
Sundry 
Unknown 

Ending Bank Balance 

Notes: 
1. Represents amounts raised from investors through syndicated mortgages. 

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

Entity 
Textbook (445 Ptincess Street) Inc. 
Memory Care Investments (Burlington) Inc. 
Textbook (774 Bronson Avenue) Inc. 
Textbook (555 Ptincess Street) Inc. 
Memory Care Investments (Oakville) Ltd. 
Mem01y Care Investments (Kitchener) Ltd 
Sco1lard Development Corporation 
Total 

Description 
Owns property in Kingston 
Owns prope1ty in Burlington 
Owns property in Ottawa 
Owns property in Kingston 
Owns property in Oakville 
Owns property in Kitchener 
Owns property in Whitby 

3. Represents amounts paid to shareholders and entities and individuals related to shareholders. 

Entity 
Textbook Student Suites Inc. 
Textbook (256 Rideau Street) Inc. 
1321805 Ontaiio Inc. 
Aeolian Investments Ltd. 
RS Consulting Group 
Dachstein Holdings Inc. 
Tier 1 Transaction Adviso1y Services Inc. 
Textbook Suites Inc. 
Mem01y Care Investments Ltd. 
Total 

Management Due Diligence 
Dividends Fees Fees 

250,000 498,600 
250,000 249,167 
250,000 113,000 
250,000 

1,000,000 747,767 113,000 

4. Represents broker and refeO'al fees paid to Tier 1 Transaction Advis01y Services Inc. and First Commonwealth Mortgage C01poration. 

5. Amounts paid to professionals are as follows: 

Finn 
Hanis + Hanis LLP 
Elliott Law Finn 
Peter Tuovi tax o inion 
Total 

Notes 

Amounts Amounts 
Received Advanced 

656,700 (5,350) 
50,000 (7,000) 
40,000 
10,000 
9,000 

72,000 (135,000) 
(100,000) 

837,700 (247,350) 

Loans Other 
865,000 665,000 

1,267,000 

70,758 
15,000 9,000 
1,500 23 

2,148,500 744,781 

Amount 
11,617,300 
4,000,000 

837,700 
111,752 
643,869 

17,210,621 

6,923,442 
4,754,048 
1,974,941 

929,384 
704,934 
500,000 
427,748 
311,417 
247,350 
155,092 
282,253 

17,210,611 
10 

Net Amounts 
Received/ 
(Advanced) 

651,350 
43,000 
40,000 
10,000 
9,000 

(63,000) 
(100,000) 

590,350 

Total Amount 
1,530,000 
1,267,000 

748,600 
499,167 
363,000 
250,000 
70,758 
24,000 

1,523 
4,754,048 

Amount 
274,127 
25,990 
11,300 

311,417 
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Scollard Development Corporation 
Statement of Receipts and Disbursements 
For the period April I, 2014 to February 2, 2017 
CS· unaudited 

Receipts 
Syndicated Mortgage Investments 
Affiliated entities 
Finn Capital Corporation 
2174217 Ontario Ltd. 
Sales tax refunds 
Sundry receipts 

Disbursemellls 
Purchase price of land 
Affiliated entities 
Development costs 
Interest paid and fees, including interest resenre 
Broker commissions 
Payments to Shareholders 
l,oan repayment (2174217 Ontario Inc.) 
Amounts paid to professionals 
Sundry 
Unknown 

Ending Bank Balance 

Notes: 
1. Represents funds raised from Investors through syndicated mortgages. 

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

Entity 
Memory Care Investments (Oal-ville) Ltd. 
Memory Care Investments (Kitchener) Ltd. 
Textbook (445 Princess Street) Inc. 
Textbook (774 Bronson Avenue) Inc. 
Textbook Ross Park Inc. 
McKenzie Marsh Investments Ltd. 
Textbook (555 Princess Street) Inc. 
2375219 Ontario Ltd. 
Textbook (525 Princess Street) Inc. 
Memory Care Investments (Burlington) Ltd. 
Legacy Lane Investments Ltd. 
McMurray Street Investments 
Total 

Description 
Owns property in Oakville 
Owns property in Kitchener 
Owns property in Kingston 
Owns property in Ottawa 
Owns property in London 
May relate to development activities 
Owns property in Kingston 
Owned by Singh and Harris 
Owns property in Kingston 
Owns propeity in Burlington 
Owns property in Huntsville 
Owns property in Bracebr:idge 

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

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

Entity 
Aeolian Investments Ltd. 
Tier 1 Transaction Advisory Senrices Inc. 
Memory Care Investments Ltd. 
RS Consulting Group Inc. 
Judith Davies 
Lafontaine Terrace Management Corporation 
Y2 Media Group Ltd. 
Sarah Davies 
Jessica Davies 
Textbook Suites Inc, 
Textbook Student Suites Inc, 
Raj Singh 
Total 

5. Amounts paid to professionals are summarized as follows: 

Finn 
Harris + Hanis LLP 
Chaitons LLP 
Elliott Law Finn 
Other (appraisal, accounting and tax) 
Total 

Mangement 
Fees 

1,244,025 

1,244,025 

Loans 

(250,000) 
91,126 

(11,300) 
(15,550) 

(100,000) 
(115,550) 

Notes 

·Amounts Amounts 
Received Advanced 
2,190,800 (686,600) 
1,556,370 (95,350) 

645,000 
558,500 
100,000 

(10,754) 
6,000 

(2,000) 
14,000 

897,325 (912,120) 
12,075 (228,660) 

(983,035) 
5,980,070 (2,918,519) 

Due Diligence Other 
(25,000) 

217,000 306,059 
90,366 

113,000 
69,000 
75,100 
14,525 
4,833 
2,800 

330,000 537,683 

Amount 
13,595,750 
5,980,070 
2,350,000 

750,000 
565,757 
36,085 

23,277,663 

9,162,807 
2,918,519 
2,865,043 
2, 705,0ll 
2,175,320 
1,825,984 

750,000 
446,397 
256,332 
169108 

23,274,520 
3 142 

Net Amounts 
Received/ 
(Advanced) 

1,504,200 
1,461,020 

645,000 
558,500 
100,000 
(10,754) 

6,000 
(2,000) 
14,000 

(14,795) 
(216,585) 
(983,035) 

3,061,551 

Total 
1,219,025 

273,059 
181,492 
113,000 
69,000 
75,100 
14,525 
4,833 
2,800 

(11,300) 
(15,550) 

(100,000) 
1,825,984 

Amount 
307,618 
62,384 
32,770 
43,624 

446,397 
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Textbook (774 Bronson Avenue) Inc. 
Statement of Receipts and Disbursements 
For the period December 1, 2015 to March 31, 2017 
($; unaudited) 

Receipts 
Syndicated Mortgage Investment ("SM!") proceeds 
Vector Financial Services Ltd. 
Affiliated entities 
Sales tax refunds 
Unknown 

Disbursements 
Land - 774 Bronson Avenue 
Broker commissions and referral fees 
Payments to Shareholders 
Affiliated entities 
Interest paid and fees, including interest reserve 
Amounts paid to professionals 
Development costs 
Real estate brokerage fees 
Sundry disbursements 
Unknown 

Ending Bank Balance 

Notes: 
1. Represents funds raised from investors through syndicated mortgages. 

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

Entity 
Scollard Development Corporation 
Memory Care Investments (Oakville) Ltd. 
Memory Care Investments (Burlington) Ltd. 
Memo1y Care Investments (Kitchener) Ltd. 
Legacy Lane Investments Ltd. 
Textbook (Ross Park) Ltd. 
McMurray Street Investments Inc. 
Textbook (555 Princess Street) Ltd. 
Textbook (525 Princess Street) Ltd. 
Textbook ( 445 Princess Street) Ltd. 
Total 

Description 
Owns property in Whitby 
Owns property in Oakville 
Owns property in Burlington 
Owns property in Kitchener 
Owns property in Huntsville 
Owns property in London 
Owns property in Bracebridge 
Owns property in Kingston 
Owns property in Kingston 
Owns prope1iy in Kingston 

Amounts 
Received 

2,800 

3,000 
55,000 

220,500 
281,300 

Notes 

2 

4 
2 

Amounts 
Advanced 

(558,500) 
(160,000) 

(98,000) 
(91,500) 
(69,000) 
(40,000) 
(14,000) 
(3,000) 

(53,000) 
(1;087,000) 

3. Represents broker and referral fees paid to Tier I Transaction Advisory Services Inc. and First Commonwealth M01igage Corporation. 

4. Represents funds paid to Shareholders and entities and individuals related to Shareholders. 

Due Diligence 
Entity Dividends Fees Loans Other 
Textbook Suites Inc. 339,980 45,500 
RS Consulting Group 375,000 100,000 
Aeolian Investments Ltd. 125,000 2,711 
1321805 Ontario Inc. 250,000 
Dachstein Holdings Inc. 250,000 
Textbook Student Suites Inc. 71,000 120,000 
Textbook (256 Rideau Street) Inc. 56,200 
Tier 1 Transaction Advisory Services Inc. 49,701 
Total 1,000,000 100,000 410,980 274,112 

5. Amounts paid to professionals are as follows: 

Finn 
Hmis + Harris LLP 
Low Murchison Radnoff LLP 
Elliot Law Finn 
Peter Tuovi (tax opinion) 
Total 

Amount 
10,806,344 
5,700,000 

281,300 
112,858 
31,094 

16,931,596 

10,629,957 
1,837,078 
1,785,092 
1,087,000 

864,508 
243,738 
239,223 
220,575 

9,746 
14,050 

16,930,967 
629 

Net Amounts 
Received/ 
(Advanced) 

(558,500) 
(160,000) 

(98,000) 
(91,500) 
(66,200) 
(40,000) 
(14,000) 

55,000 
167,500 

(805,700) 

Total Amount 
385,480 
475,000 
127,711 
250,000 
250,000 
191,000 
56,200 
49,701 

1,785,092 

Amount 
159,838 
50,000 
22,600 
11,300 

243,738 
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Memory Care Investments (Oakville) Ltd. 
Statement of Receipts and Disbursements 
For the period November 2, 2012 to March 31, 2017 
($;unaudited) 

Receipts 
Syndicated M01igage Investment (11SMI") proceeds 
Offering memorandum 
Affiliated entities 
2174217 Ontario Ltd. 
Preference share issuance 
Sales tax refunds 
Sundry receipts 

Disbursements 
Affiliated entities 
Interest paid and fees, including interest reserve 
Land - 105 Garden Avenue 
Broker co1m:rUssions and refen·al fees 

Payments to Shareholders 
Development costs 
Amounts paid to professionals 
Unknown 

Ending Bank Balance 

Notes: 
1. Represents amounts raised from Investors through syndicated mortgages. 

2. Represents an unsecured loan raised from Investors in the syndicated mortgages. 

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

Entity 
Textbook (774 Bronson Avenue) Inc. 
23 72519 Ontario Ltd. 
Memmy Care Investments (Kitchener) Ltd. 
Textbook Ross Park Inc. 
Legacy Lane Investments Ltd. 
Memo1y Care Investments (Burlington) Ltd. 
The Traditions Development Company 
McMun-ay Street Investments Ltd. 
Scollard Development Corporation 
Total 

Descliption 
Owns property in Ottawa 
Owned property in Kitchener 
Owns property in Kitchener 
Owns properly in London 
Owns property in Huntsville 
Owns property in Burlington 
Owned by fonner Director and Officer ofMCIL 
Owns property in Bracebridge 
Owns.property in Whitby 

4. Represents the proceeds ofa preference share offering. Some of the Investors are also preference shareholders. 

5. Represents broker and refen-al fees paid to Tier 1 Transaction Advismy Services Inc. and First Commonwealth Mortgage Corporation. 

6. Represents amounts paid to Shareholders and entities related to Shareholders, as follows: 

Entity 
Aeolian Investments Ltd. 
Memory Care Investments Ltd. 
RS Consulting Group 
Tier 1 Transaction Advisory Setvices Inc. 
Judith Davies 
Sarah Davies 
Lafontaine TeITace Management Corporation 
Memmy Care Investments (Victmia) Ltd. 
Textbook Student Suites Inc, 
Textbook Suites Inc. 
Total 

7, Amounts paid to professionals are as follows: 

Finn 
Hanis + Hanis LLP 
Elliott Law Finn 
Source Point Business Group (accounting) 
Peter Tuovi tax o inion) 
Total 

·Management Due Diligence 
Fees Fees 
1,112,165 

158,200 
137,613 

1,112,165 295,813 

Notes 

Amounts Amounts 
Received Advanced 

160,000 
119,700 
146,600 (92,267) 

(9,000) 
50,000 (175,500) 

221,475 (602,900) 
(650,732) 

103,800 (1,368,635) 
686,600 (2,190,800) 

1,488,175 (5,089,834) 

Loans Other 
(15,000) 

160,760 144,400 

123,000 
10,570 
1,500 

80 
(9,000) 

(26,000) 
125,760 264,550 

Amount 
9,062,793 
2,590,000 
1,488,175 
1,250,000 
1,000,000 

282,184 
2,105 

15,675,257 

5,089,834 
2,752,219 
1,963,577 
1,846,322 
1,798,288 
1,477,692 

516,634 
230,536 

15,675,102 
155 

Net Amounts 
Received I 
(Advanced) 

160,000 
119,700 
54,333 
(9,000) 

(125,500) 
(381,425) 
(650,732) 

(1,264,835) 
(1,504,200) 
(3,601,659) 

Total Amount 
1,097,165 

305,160 
158,200 
137,613 
123,000 

10,570 
1,500 

80 
(9,000) 

(26,000) 
1,798,288 

Amount 
401,602 
67,855 
24,578 
22,600 

516,634 
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Legacy Lane Investments Inc. 
Statement of Receipts and Disbursements 
For the period September 27, 2012 to March 31, 2017 
($; unaudited) 

Receipts 
Syndicated Mortgage Investment ("SM!") proceeds 
Affiliated entities 
Mortgage proceeds 
Unknown 
Sales tax refunds 
Sundry receipts 

Disbursements 
Affiliated entities 
Interest paid and fees, including interest reserve 
Land - 18 Legacy Lane 
Payments to Shareholders 
Broker and refe1rnl fees 
Development costs 
Mortgage payout - 1693221 Ontario Limited 
Unknown 
Amounts paid to professionals 

Ending Bank Balance 

Notes: 
1. Represents amounts raised from investors through syndicated m011gages. 

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

Entity 
Memory Care lnvesbnents (Kitchener) Ltd. 
Scollard Development Cmporation 
Memory Care Investments (Oakville) Ltd. 
Textbook (774 Bronson Avenue) Inc. 
Memory Care Investments (Burlington) Ltd. 
Traditions Development Company 
McMun·ay Street Investments Inc. 
Total 

Description 
Owns property in Kitchener 
Owns property in Whitby 
Owns property in Oakville 
Owns property in Ottawa 
Owns property in Burlington 
Owned by fonner Director and Officer ofMCIL 
Owns property in Bracebridge 

3. Represents broker and refen-al fees paid to Tier 1 Transaction Advisory Services Inc. and First Connnonwealth M011gage Corporation. 

4. Represents funds paid to Shareholders and entities and individuals related to Shareholders. 

Entity 
Aeolian Investments Ltd. 
Lafontaine Te1rnce Management Corporation 
Memory Care Investments Ltd. 
Judith Davies 
Memory Care Investments (Victoria) Inc. 
Total 

6. Amounts paid to professionals are as follows: 

Finn 
Hanis+ HaITis LLP 
Elliott Law Finn 
Source Point Business Group (accounting) 
McPhadden Sarnac Tuovi LLP (tax opinion) 
Total 

Management 
Fees · 

340,996 

340,996 

Amounts 
Received 

312,630 
228,660 
175,500 
69,000 
93,300 

143,988 
1,023,078 

Loans 

10,500 

10,500 

Notes 

Amounts 
Advanced 

(120) 
(12,075) 
(50,000) 
(2,800) 

(50,020) 
(294,748) 
(658,480) 

(1,068,243) 

Other 

192,400 
33,540 
22,000 
15,000 

262,940 

Amount 
3,478,200 
1,023,078 

425,000 
90,312 
69,792 
6,412 

5,092,793 

1,068,243 
888,937 
650,000 
614,436 
556,512 
502,182 
435,961 
225,571 
150,068 

5,091,910 
883 

Net Amounts 
Received/ 
(Advanced) 

312,510 
216,585 
125,500 
66,200 
43,280 

(294,748) 
(514,492) 

(45,165) 

Total Amount 
340,996 
192,400 
44,040 
22,000 
15,000 

614,436 

Amount 
96,286 
25,990 
16,492 
11,300 

150,068 
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Mem01y Care Investments (Kitchener) Ltd. ('Kitchener") 
Statement of Receipts and Disbursements 
For the period November 15, 2013 to March 31, 2017 
($;unaudited) 

Receipts 
Syndicated Mortgage Jnvestment (11SMI11

) proceeds 
Affiliated entities 
Mortgage proceeds (2174217 Ontatio Ltd.) 
Sales tax refunds 

Disbursements 
Land - 169 Borden Avenue 
Affiliated entities 
Interest paid and fees1 including interest reserve 
Broker and referral fees 
Payments to Shareholders 
Development and other costs 
Amounts paid to professionals 
Unknown 

Ending Bank Balance 

Notes: 
1. Represents amounts raised from Jnvestors through syndicated m01tgages. 

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

Entity 
Memory Care Investments (Burlington) Ltd. 
Textbook (774 Bronson Avenue) Jnc. 
Textbook Ross Park Inc, 
Textbook (445 Princess Street) Inc. 
2372519 Ontaiio Ltd. 
McKenzie Marsh Investments Ltd. 
Memory Care Investments (Oakville) Ltd. 
Traditions Development Company 
Legacy Lane Investments Ltd. 
McMurray Street Investments Ltd. 
Scollard Development Corporation 
Total 

Description 
Owns property in Burlington 
Owns property in Ottawa 
Owns property in London 
Owns property in Kingston 
Sold property 
May relate to development activities. 
Owns property in Oakville 
Owned by fonner Director and Officer ofMCIL 
Owns property in Huntsville 
Owns prope1ty in Bracebridge 
Owns property in Whitby 

3. Represents broker and referral fees paid to Tier 1 Transaction Advismy Services Inc. and First Commonwealth M01tgage Cmporation. 

4. Represents funds paid to Shareholders and entities and individuals related to Shareholders. 

Entity 
Raj Singh (loan repayment) 
Textbook Student Suites Inc. 
Aeolian Investments Ltd. 
Tier 1 Transaction Advismy Services Inc. 
Memmy Care Investments Ltd. 
Textbook (256 Rideau Street) Inc. 
RS Consulting Group 
Jessica Davies 
Lafontaine Te1rnce Management Corporation 
Textbook Suites Inc. 
Total 

5. Amounts paid to professionals are as follows: 

Finn 
Harris+ Harris LLP 
Elliott Law Finn 
Peter Tuovi (tax opinion) 
Other (accounting, legal and appraisal) 
Total 

Management Due Diligence 
Fees Fees 

505,840 
115,787 

505,840 115,787 

Notes 

Amounts Amounts 
Received Advanced 

778,456 (339,000) 
91,500 

135,000 (72,000) 
32,000 

(1,510) 
(16,200) 

92,267 (146,600) 
(275,532) 

120 (312,630) 
(516,750) 

95,350 (1,556,370) 
1,224,693 (3,236,592) 

Loans Other 
650,000 
515,000 

23,512 
113,460 14,500 

111,000 
56,500 
4,260 

60 
(563,000) 
715,460 209,712 

Amount 
10,576,800 
1,224,693 

950,000 
247,934 

12,999,427 

3,569,617 
3,236,592 
1,829,063 
1,733,088 
1,546,799 

761,993 
269,624 
52,399 

12,999,175 
253 

Net Amounts 
Received I 
(Advanced) 

439,456 
91,500 
63,000 
32,000 
(1,510) 

(16,200) 
(54,333) 

(275,532) 
(312,510) 
(516,750) 

(1,461,020) 
(2,011,899) 

Total Amount 
650,000 
515,000 
505,840 
139,299 
127,960 
111,000 
56,500 
4,260 

(60) 
(563,000) 

1,546,799 

Amount 
189,057 
48,590 
22,600 
9,377 

269,624 
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McMurray Street Invesbnents Inc. 
Statement of Receipts and Disbursements 
For the period May 18,2012toApril 17,2017 
(C$; unaudited) 

Receipts 
Affiliated entities 
Syndicated Mortgage Investment ("SMI") proceeds 
Unknown 

Disbursements 
Development costs 
Payments to Shareholders 
Interest paid and fees, including interest reserve 
Broker commissions 
Mortgage payment to Sinocoin Capital Inc. 
Affiliated entities 
Mortgage payment to Pillar Financial 
Amom1ts paid to professionals 
Sundry payments 
Unknown 

Ending Bank Balance 

Notes: 
l . Represents amounts received and advanced to known affiliated entities as detailed below. 

Entity 
Memory Care Invesbnents (Oakville) Ltd. 
Scollard Development Corporation 
Memory Care Invesbnents (Burlington) Inc. 
Memory Care Invesbnents (Kitchener) Ltd 
Legacy Lane Invesbnents Ltd. 
Textbook (445 Princess Street) Inc. 
Textbook (774 Bronson Avenue) Inc. 
Textbook (555 Princess Street) Inc. 
Total 

Description 
Owns property in Oakville 
Owns property in Whitby 
Owns property in Burlington 
Owns property in Kitchener 
Owns property in Huntsville 
Owns property in Kingston 
Owns property in Ottawa 
Owns property in Kingston 

2. Represents amow1ts raised from Investors through syndicated mortgages. 

3. Amounts paid to Shareholders and entities/individuals related to Shareholders are as follows: 

En.tity 
Aeolian hwestments Ltd. 
Memory Care Invesbnents Ltd. 
Judith Davies 
John Davies 
Jessica Davies 
Sarah Davies 
Andrew Davies 
Lafontaine Terrace Management Inc. 
Total 

Management 
Fees 

273,969 

273,969 

Notes 
1 
2 

4 

7 

Amom1ts 
Received 
1,368,635 

983,035 
530,720 
516,750 
658,480 

64,000 
14,000 

1,400 
4,137,020 

Moscowitz 
(Note a) 

934,589 

934,589 

Amounts 
Advanced 

(103,800) 

(152,900) 

(143,988) 

(400,688) 

Other 
(53,200) 
210,100 
150,500 
55,500 
7,857 
3,675 
1,500 

(50,000) 
325,932 

Amount 
4,137,020 
3,525,001 
1,535,035 
9,197,056 

3,352,916 
1,534,490 

868,215 
795,578 
548,170 
400,688 
257,206 
246,652 
172,377 

1,020,382 
9,196,674 

382 

Net Amounts 
Received/ 
(Advanced) 

1,264,835 
983,035 
377,820 
516,750 
514,492 
64,000 
14,000 

1,400 
3,736,332 

Total Amount 
220,769 
210,100 
150,500 
990,089 

7,857 
3,675 
1,500 

(50,000) 
1,534,490 

(a) Represents amounts paid to Moskowitz Capital Mortgage Fund II ("Moscowitz"). Moscowitz is not a mortgagee on the property owned by McMurray; however, it is a mortgagee 1 

home. 

4. Represents broker and referral fees paid to Tier l Transaction Advisory Services Inc., First C01mnonweaitl1 Mortgage Corporation and otber brokers. 

5. The mortgage was advanced by Sinocoin Capital Inc. to McMurray prior to the scope of the Receivers review. The mortgage was paid out on May 3, 2012. 

6. Represents mortgage payments to Pillar Financial. The Receiver has not identified tl1e mortgage proceeds in McMurray's bank statements. 

7. Amom1ts paid to professionals are as follows: 

Finn 
Harris +Harris LLP 
Chaitons LLP 
Stephen Beamnont, CGA 
Cassels Brock 
Other 
Total 

Amount 
184,697 
24,916 
17,000 
10,000 
10,038 

246,652 
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1703858 Ontaiio Ltd. (11Burlington11
) 

Statement of Receipts and Disbursements 
For the petiod Janua1y I, 2013 to March 31 1 2017 
(C$; unaudited) 

Receipts 
Syndicated Mortgage Investment (11SMI11

) proceeds 
Affiliated entities 
2174217 Ontario Ltd. 
HST refunds 
Sundry receipts 

Disbursements 
Affiliated entities 
Burlington share purchase (land) 
Development and other costs 
Interest paid, interest reserve and fees 
Broker commissions and refen-al fees 
Payments to Shareholders 
Amounts paid to professionals 
Sundty disbursements 
Unknown 

Ending Bank Balance 

Notes 

General Note· Burlington is a subsidary of Memory Care Invesments (Burlington) Ltd. (11MC Bur1ington°). The schedule includes transactions in MC Burlington1s bank account. 

~ 
1. Represents amounts raised from Investors tlu·ough syndicated mortgages. 

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

Entity 
Memory Care Investments (Oakville) Ltd. 
2372519 Ontaiio Inc. 
Textbook (774 Bronson Ave.) Ltd. 
Scollard Development Corporation 
Textbook (525 Princess Sh·eet) Ltd, 
Textbook (555 Ptincess Street) Ltd. 
Textbook (445 Ptincess Street) Ltd. 
McKenzie Marsh Investments Ltd. 
Textbook Ross Park Inc. 
Legacy Lane Investments Ltd. 
Traditions Development Company 
McMmTay Street Investments Ltd. 
Memmy Care Investments (Kitchener) Ltd. 
Total 

Description 
Owns property in Oakville 
Sold property 
Owns prnperty in Ottawa 
Owns property in Whitby 
Owns property in Kingston 
Owns property in Kingston 
Owns property in Kingston 
May relate to development activities 
Owns prope1ty in London 
Owns property in Huntsville 
Owned by fonner Director and Officer ofMCIL 
Owns property in Bracebridge 
Owns property in Kitchener 

Amounts Amounts 
Received Advanced 

602,900 (221,475) 
102,100 
98,000 

912,120 (897,325) 
10,000 
4,000 
2,500 

(1,500) 
7,000 (50,000) 

50,020 (93,300) 
(265,767) 

152,900 (530,970) 
339,000 (778,456) 

2,280,540 (2,838,794) 

Amount 
8,302,600 
2,280,540 
1,250,000 

122,770 
110,714 

12,066,624 

2,838,794 
2,500,718 
2,402,331 
1,565,336 
1,356,231 

853,800 
258,729 
232,139 
58,161 

12,066,240 
384 

Net Amounts 
Received I 
(Advanced) 

381,425 
102,100 
98,000 
14,795 
10,000 
4,000 
2,500 

(1,500) 
(43,000) 
(43,280) 

(265,767) 
(378,070) 
(439,456) 
(558,254) 

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

4. Represents broker and refenal fees paid to Tier 1 Transaction Advisory Se1vices Inc. and First Commonwealth Mortgage Co1poration. 

5. Represents amounts paid to Shareholders and entities and individuals related to Shareholders, as follows: 

Entity 
Aeolian Investments Ltd. 
Memory Care Investments Ltd. 
Lafontaine Te1Tace Management Corporation 
Tier 1 Transaction Advisory Setvices Inc. 
Sarah Davies 
Textbook (256 Rideau Street) Inc. 
Textbook Student Suites Inc. 
Total 

6. Amounts paid to professionals are summarized as follows; 

Finn 
Hanis + Harris LLP 
Elliott Law Finn 
Peter Tuovi (tax opinion) 
Source Point Business Group (accounting) 
Beckett Lowden Read Chartered Accountants 
Total 

Due 
Management Diligence 

Fees Fees 
592,360 

78,310 

592,360 78,310 

Loans Other 

182,054 17,100 
105,000 

9,031 
9,645 
5,300 

(145,000) 
37,054 146,076 

Total Amount 
592,360 
199,154 
105,000 
87,341 
9,645 
5,300 

(145,000) 
853,800 

Amount 
168,383 
48,590 
22,600 
18,238 

919 
258,729 
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ACKNOWLEDGEMENT AND DIRECTION 
(MEMORY CARE INVESTMENTS (KITCHENER) LTD.: KITCHENER ONTARIO 

ALZHEIMER'S PROJECT) 

I, , acknowledge that I have read and understand the infornJation 
and warnings contained in the Summmy below and Schedules "A" (Loan Agreement), "B" 
(Syndicated Mortgage Participation Agreement) and "C" (Property Description) attached thereto. 
I hereby confinn that I expressly authorize a mortgage loan of the sum of 

$ (my "Mortgage Advance") as part of this mortgage loan 
transaction. I fmiher authorize and direct MC Trustee (Kitchener) Ltd., the Bare Trustee, (as 
defined in the Syndicated Mo1igage Participation Agreement) to: (i) hold my Mortgage Advance 
and invest my Mo1igage 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 necessmy 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: 

514 
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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 Trnstee (Kitchener) Ltd. (sometimes hereinafter 
refened to as "the Trnstee for the Lenders") unde1iakes to provide mortgage financing on my 
/our behalf, subject to the following tenns and conditions set out below and in Schedules "A" 
(Loan Agreement), "B" (Syndicated Mo1igage Participation Agreement) and "C" (Prope1iy 
Description) attached, which schedules fonn paii of this Acknowledgement and Direction. 

The Lender: 

Type of Mortgage: 

Borrower( s )/Mortgagor( s): 

Property Address(es): 

Terms: 

Proceeds used for acquisition of property, design, 
marketing, approvals, rezonings, drawings, engineering 
repo1i and information centre constrnction for a dedicated 
Alzheimer's and dementia care facility project and related 
matters at prope1iy located at 169 Borden A venue, 
Kitchener, Ontario 

Memory Care Investments (Kitchener) Ltd. 

169 Borden A venue, Kitchener, Ontario 

Proposed loan amount is up to $12,800,000 for a Four (4) 
year tenn 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 f01ih 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 
Prope1iy demonstrating to the satisfaction of Olympia Trnst 
that the Property value has increased. Olympia Trnst will 
advise the Borrower of the new maximum amount of 
mortgage proceeds that may be registered against the 
Prope1iy and the Bonower shall be entitled to borrow such 
additional amount on the same terms and conditions as set 
out herein and which additional m01igage investors shall 
rank pari passu with the prior m01igage holders; and the 
B01rnwer shall be entitled to increase the mortgage charge 

C:\Users\rkashyap.KSV ADVISOR Y\AppData\Local\Microsoft\ Windows\Tempora1y Int em et Files\Content.Outlook\HD29UVIX\Acknowledgement and Direction.HH.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 Bo1rnwer and Olympia Trnst. 
The loan and the mortgage will be postponeable to 
constrnction 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 ce1iainty, in addition to the 
prepayment of all principal outstanding and any accrned 
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 mo1igage, in accordance with the Loan 
Agreement. 

Interest Only Payments (quaiierly) 

The Prope1iy will be acquired by the Borrower from a 
company related to the Bo1rower and with the same 
shareholders as the B01rnwer, namely 2372519 Ontario 
Ltd. which company purchased the Prope1iy on June 4, 
2013 for $1,585,000.00. The shareholders of 2372519 

Ontario Ltd. will make a gain on the sale of the Prope1iy 
from 2372519 Ontario Ltd. to the B01rnwer. Since the 
acquisition of the Prope1iy by 2372519 Ontario Ltd. and 
prior to closing of the sale of the Property to the Bo1rnwer, 
23 72519 Ontario Ltd. has or shall have negotiated the 
purchase of and acquired the Property from a receiver, 
operated the existing retirement home on the Prope1iy and 
funded all operating sh01ifalls, 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 strnctures on the Property. A 
partner in the law firn1 that represents the Borrower (Hairis 
+ 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 shareholder of 2372519 Ontario 
Ltd. 
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Interest Adjustment Date: 

Fees: 
Mortgage Origination, 
RefeITal, 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 Mmigage Origination, Refe1ral, 
Management and Consulting Fees will be propmiionately 
reduced. 
$20,000 plus HST plus Disbursements (which shall include 
Title Insurance and other Expenses) shall be payable to 
Nancy Elliott, BaITister & Solicitor, acting for the Lenders, 
which shall be deducted from the first loan advance to the 
Bmrnwer. HalTis + HaITis LLP shall act for the Borrower 
and shall invoice the BolTower directly for all legal fees, 
costs and disbursements. It is anticipated that the fees of 
HaITis + Hairis 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 
mmigage paiiicipation 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 HaITis +Harris LLP 
shall incur legal fees of approximately $17,000 plus HST 
and disbursements on each subsequent tranche advanced to 
the BoITower. 

$128,000 (based on $12,800,000 maximum mo1igage 
advance) payable to the Mo1igage Broker, based on 1 % of 
the aggregate Mmigage advance (In addition are the 
Mmigage Origination, Referral, Management and 
Consulting Fees that will be directed by the Mmigage 
Broker, referred to above). Where the actual mmigage 
advance is less then the Mortgage Broker Fee shall be 
proportionately reduced. 
NIL 

NIA 
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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 A venue, Kitchener, Ontario 
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Tier 1- Closing Documents for Davies Properties 

445 Princess 525 Princess 555 Princess Legacy Lane 

Form 90 - Investment Authority x x x x 
Acknowledgement and Direction x x x x 
Loan Agreement x x x x 
!Syndicated Mortgage Participation Agreement x x x x 
Memorandum of Understanding x x x x 
OT Arms-Length Mortgage Documents Including 

Mortgage Investment Direction and Indemnity Agreement x x x x 
Solicitors Certificate of Disclosure and Undertaking regarding Arms-Length Mortgages x x x x 
Lender Acknowledgement and Consent Agreement x x x x 

Investor/Lendor Disclosure Statement for Brokered Transactions x x x 

Missing information 

Memory Care Oakville Memory tare Kitchener Memory Care Burlington 

x x x 
x x x 
x x x 
x x x 
x x x 

x x x 
x x x 
x x x 
x x x 

McMurray Boathaus 

x x 
x x 
x x 
x x 
x x 

x x 
x x 
x x 

x 

Bronson Ross Park 
x x 
x x 
x x 
x x 
x x 

x x 
x x 

x 
x x 

Ul 
N 
N 
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f"~ PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER 
PAGE 1 OF 5 

t?ontario ServiceOntario 
LAND 
REGISTRY 
OFFICE #65 i---29530-0018 (LT) I PREPARED FOR AlexandraOl 

ON 2017/05/25 AT 14:30:52 
* CERTIFIED IN ACCORDANCE WITH THE Lil.ND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GR/l.NT * 

PROPERTY DESCRIPTION: UNIT 18, LEVEL 1, YORK REGION VACANT LAND CONDOMINIUM PLAN NO. 999 AND ITS APPURTENANT INTEREST. THE DESCRIPTION OF THE CONDOMINIUM PROPERTY IS 
BLK 1 PL 65M3631, PTS 2, 3 & 4, 65R26022; TOWNSHIP OF KING. S/T & T/W AS SET OUT IN SCHEDULE "A" OF DECLARATION YR325496. S/T EASE IN YR342172. 

PROPERTY REMARKS: S/T SUBSECTION 44 (1) OF THE LAND TITLES ACT, R.S.O. 1990 EXCEPT PARAGRAPHS 3 & 14 THEREOF. 

ESTATEIOUALIFIER: 
FEE SIMPLE 
ABSOLUTE 

QWNERS ' NAMES 
DAVIES, JUDITH LENORE 
DAVIES, JOHN EVAN 

REG. NUM. DME INSTRUMENT TYPE 

RECENTLY: 
CONDOMINiul'l FROM 03381-0204 

CAPACITY SHARE 
TRST 
TRST 

AMOUNT 

** PR!NTOu:zj !NCLUDES ALt DOCUMENT TYPES ANDIDELETED !NSTR.UMENTf S!NCE 2003/07/21 ** 

PARTIES FROM 

R536601 I 1990/03/07 I AGREEMENT 
REi!JARKS: R5055~9 - REMARKS ENTERED lrN ERROR - ADDED 2Q03/0l/24 BY LO!S YAK!WCEUK 

R555403 1990/11/02 I AGREEMENT 

R578113 I 1991/09/17 I AGREEMENT 
REi!JAR'\:S: M227~9 - REM!JRP[S ENTERED lw ERROR - ADDED 2Q03/0l/24 BY LOIS YAK!WCEUK 

R593261 I 1992/04/27 I AGREEMENT 
REiivi.RKS: R5055~9 - REMARKS ENTERED lw ERROR - ADDED 2Q03/0l/24 BY LOIS YAKIWCEUK 

R645280 1994/08/16 !AGREEMENT 

R652983 1995/01/05 I AGREEMENT 

R672975 1996/02/09 I AGREEMENT 

LT1525322 I 2000/09/13 I NOTICE AGREEMENT CLUBLINK CORPORATION 

PIN CREATION DATE: 
2003/07 /21 

PARTIES TO 

THE CORPORATION OF THE TOWNSHIP OF KING 
PENFUND CAPITAL (NO.l) LIMITED 

PT 

ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEMS 

YR61887 

YR64939 

YR93236 

YR242719 

RE!l1AAAS: SITE .8L!l.N DEVELOP1'1ENT 

2001/10/17 I NOTICE AGREEMENT 

2001/10/25 I NOTICE AGREEMENT 

2002/01/07 I NOTICE AGREEMENT 

2002/12/09 {NOTICE 

CLUBLINK CORPORATION 

CLUBLINK CORPORATION 

CLUBLINK CORPORATION 

THE REGIONAL MUNICIPALITY OF YORK 

THE REGIONll-L MUNICIPALITY OF YORK 

THE CORPORATION OF THE TOWNSHIP OF KING 

THE CORPORATION OF THE TOWNSHIP OF KING 
PACIFIC LIFE INSURA..11CE COMPANY 

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY. 
NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP. 

CERT/ 
CHKD 

----

c 

c 

c 

c 

c 

c 

c 

c 

c 

c 

c 

c 

Ul 
N ... 
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tr- Ontario ServiceOntario 
LAND 
REGISTRY 
OFFICE #65 

PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER 
PAGE 2 OF 5 

REG. NUM. 

YR257651 

YR257732 

R£ 

~-= 

~ 

~ 

~ 

YRCP999 

YR325496 

YR331491 

YR337354 
.RE: 

YR338671 
.RE:i 

YR338672 
.RE 

YR338673 
.RE: 

YR338674 
.RE: 

YR338675 
RE: 

DATE INSTRUMENT TYPE 

2003/01/17 NO SUB AGREEMENT 

2003/01/17 NOTICE AGREEMENT 

~MS: SITE E LAN l!GT. 

~yg..~ G!!l\RQ', 

;igg;i,1gi,,12g GHARGE-

;igg;;,rg;i,q:i ~ 

'" 

2gg;i,1g2ns w~ 

'" - - .. ·-

2003/07 /10 PLAN CONDOMINIUM 

2003/07/10 DECLARATION CONDO 

2003/07/23 NOTICE 

2003/08/01 APL ANNEX REST COV 
fr/l.RKS: FO.R 2C l:.RS F.ROM DA.TE OF .RE 

2003/08/06 CONDO BYLAW I 9 8 
~l!MS: Bl:-VlVI n 

2003/08/06 CONDO BYLAW/98 
~ll.RKS: BY-Vlv #2 

2003/08/06 CONDO BYLAW I 9 8 
~l!MS: BY-LAv #3 

2003/08/06 CONDO BYLAW/ 9 8 
!ARKS: BY-LA' #4 

2003/08/06 CONDO BYLAW/98 
~ARKS: BY-LA"1 #5 

I 29530-0018 (LT) I P~EPARED FOR AlexandraOl 
ON 2017/05/25 AT 14:30:52 

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GR.1'..NT * 

AMOUNT PARTIES FROM PARTIES TO 

CLUBLINK CORPORATION THE CORPORATION OF THE TOWNSHIP OF KING 

CLUBLINK CORPORATION THE CORPOR.1'.TION OF THE TOWNSHIP OF KING 
CCCC KING VALLEY LTD. 

~E±,S'r-Ell-A~IG&--l?RePER-~ 

CCCC Kiii£ VALLEY LTD. HSBC BJIWI'[ CANAm\ 

:5:.SZ I;iE±.E~E~ ilGA±~tS~ ~ms PR:GPE~~¥ :t::t::t: 

GGGG--!Q;N~'J'.Jl.r ~~Pd'GAA-'HGN 

•u D6LET6D ,llCol\±NST TH<;S P!<GPE!\'P¥ •u 
G~G-¥A!,I,.J;Y.-l,.'J'.DT GJ.lJBL..J;.l;"K-GQ.!\J?.GAA.'.HGN 

zu DEL6T6D ilCA±llS'I' Tl!J;S li!\GP6!\'1'¥ Uz 

~Pd'GAA-'HGN ~ 

CCCC KING VALLEY LTD. 

THE CORPORATION OF THE TOWNSHIP OF KING CCCC KING VALLEY LTD. 

CCCC KING v"ALLEY LTD. 

GIST.Rl!TION OF l:O.RK !REGION Vl!CJ!NT LAND CONDCMWIUM PLAN NO. 999 • 

YORK REGION VACl\l<~ LAND CONDOMINIUM CORPORATION NO. 999 

YORK REGION VACANT LAJ<l) CONDOMINIUM CORPORATION NO. 999 

YORK REGION VACANT LAND CONDOMINION CORPORATION NO. 999 

YORK REGION VACANT LAND CONDOMINIUM CORPORATION NO. 999 

YORK REGION VACANT LAND CONDOMINIUM CORPORATION NO. 999 

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY. 
NOTE: ENSURE TF.AT YOUR PRINTOUT STATES THE TOTP.L NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP. 

c 

c 

c 

c 

c 

c 

c 

c 

c 

c 

c 

CERT/ 
CHKD 

Ul 
N 
Ul 
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t?ontario ServiceOntario 

REG. NlJM. DATE INSTRUMENT TYPE AMOUNT 

~ 2GG:l/Q@/11 APL J&E1: Ex:gcrnION 

YR342172 I 2003/08/13 TRANSFER EASEMENT 

_F,~ 

'Rei . 

~ 2-W4+Q.:l./..;i.;J. I~ 

¥!'~ 2QQ4,'Q7/23 =i&F-EF. 

~ 2QQ4/Q7/2:il ~ 

~ 2QQii 1 Q@/2§ ~ 

YP.9().5.lJ.Q$ ;&Q.Q.0,4..1..,£.~ I ld-J;SGl!-QJi:-GHAAGE· 

,,.,..JI:'",.,,,..,..,.....,,. 

H<-9-:J.:l:l.-O.G· 2GG7/Gl/Q5 I ~ 

-],.9.9.2. ~~ I G!!A.P.GE 

~ 2GG7/98/Q" I IlISG!l OF Gli~GE 

YR1042387 2007 /08/24 I DECLARATION CONDO 
.RE:hJilll\S: A1'1E:NDl<i&VT TO l:"ll325496 

PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER 
LAND 
REGISTRY 
OFFICE #65 I 29530-0018 (LT) I 

PAGE 3 OF 5 
PREPARED FOR AlexandraOl 
ON 2017/05/25 AT 14:30:52 

* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN GR.1'..NT * 

GJ;,.1JB±.J:..l)>~Rf'<;).PJl.!!!,I..QN 

~ING FALLEY LTD 

PARTIES FROM 

$2 IYORK REGION VACANT LAND CORPORATION NO. 999 

.t-"""'-GOMPf,E'l!&l,.."Y'--!lEl;.=-""-*-

!!SBC B/.\WK C?\Nl\fl.A 

~~~-fl.J;:.~J;:.~ 

G±.UBHNK GOl1POP-,'l'IG!i 

.>..ti.-GG~"Y'--!lEl;.~ 

GCGG KING FD,I,'bEY ±oTil. 

l *** GOMPf.ETELl'. DELETE& ***-

~l!N 

l@IG!lT, EVol\BET!l l!ENIUETTA 

I *** GOMPI.ETEIX tn;:;i;.ETKQ ***-

l@ICl>T E~~ 

WMC!lT, G."J<Y JOIDl 

~gMP:i;E'l!&l,.."Y'--!lEl;.~ 

l~TIGIJAL B/.\WK OF C?\NMl.A 

.>..ti.-GGMP-1&TEf.l'."-fl.E-~~ 

NJ.DREWS, lll'~IP 

~];:.~~ 

J\N~EWS, 1-IJ' 

*** COMPlETELY PELETED----*--*--*-

~QR-TGAGE-GOP.WAAT-J;Q!>! 

$70 IYORK REGION VACANT LA.t~D CONDOMINIUM CORPORATION NO. 999 

PARTIES TO 

HYDRO ONE NETWORKS INC. 

~ 

-~~Err~ 

=ND,I, BANK OF GI~ 

~ 

SCOTIA l!OPTGPGE COl\POP"~IGN 

CJ\Nl\l2IJ\N IllPEl1IAL B/.\WK OF GGl<l!!i!:PCE 

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY. 
NOTE: ENSURE TF.AT YOUR PRINTOUT STATES THE TOTJl.L NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP. 
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Third Report of May 1s, 2011 

KSV Kofman Inc. 
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. 
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COURT FILE NO: CV~17~11689m00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL UST) 

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.1985, C. B~3, AS AMENDED, AND 

SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0.1990, C. C.43, AS AMENDED 

1.0 Introduction 

THIRD REPORT OF 
KSV KOFMAN INC. 

AS RECEIVER AND MANAGER 

MAY 16, 2017 

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 ("Scollard"), Memory Care Investments (Kitchener) Ltd. 
("Kitchener"), Memory Care Investments (Oakville) Ltd. ("Oakville"), 1703858 Ontario 
Inc. ("Burlington"), Legacy Lane Investments Ltd. ("Legacy Lane"), Textbook (525 
Princess Street) Inc. ("525 Princess") and Textbook (555 Princess Street) Inc. ("555 
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"). 
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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 
entities1 (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 loan 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, undetiakings 
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, Oakville, 
Burlington, Legacy Lane, 525 Princess, 555 Princess, which were provided to 
the Receiver by management of the Companies; and 

---·--·--···-------

1 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) Ltd., 
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 
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c) bank statements for Textbook Ross Park Inc. ("Ross Park"), Textbook (445 
Princess Street) Inc. ("445 Princess") and Textbook (774 Bronson Avenue) Inc. 
("Bronson")2, 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 Receiver. 

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. Rideau is the registered owner of real properties municipally described as 256 Rideau 
Street, Ottawa and 211 Besserer Street, Ottawa Uointly, 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 Mortgage 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. 
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2. The Receiver is performing a review of the receipts and disbursements 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. 3 

3. In addition, the Trustee has advised the Receiver that on October 27, 2015, Ross 
Park 4 transferred $1.25 million to Rideau by way of cheque. The Receiver has 
reviewed the Ross Park bank statements and cancelled cheque and has confirmed 
this payment. 

4. 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". 

5. 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 October 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 

555 Princess 
December 17, 2015 
May 31, 2016 

525 Princess 
June 20, 2016 

Burlington 
November 5, 20156 

Total 

Amount 

36,000 
7,000 

43,000 

16,000 

2,200 

61,200 

a These transfers (and the subsequent transfers by certain of the Companies referred to below) were recorded in the 
applicable Companies' general ledger as "loans" to Textbook Student Suites Inc. or Textbook Suites Inc. (or just 
"Textbook" in the case of Kitchener), notwithstanding that the funds appear to have been transferred from the applicable 
entity directly to Rideau. 
4 Ross Park is not subject to these receivership proceedings, as noted above. 
5 Payment made on the date the Ottawa Property was purchased. This payment is reflected in Burlington's bank 
statement as an "online banking payment". No details are provided in the bank statement regarding the recipient. 
Burlington's general ledger reflects that this payment was made to Rideau. 
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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 Amount 

445 Princess 

July 27, 2016 35,000 
August3,2016 37,000 
August4,2016 5,000 
August 16, 2016 33,000 
August25,2016 370,000 
August26, 2016 60,000 
September 1, 2016 3,000 
September 7, 2016 21,000 

September 15, 2016 2,600 
September 22, 2016 2,000 
September 29, 2016 61,000 
September 30, 2016 8,000 
October 12, 2016 2,300 
October 12, 2016 30,000 
October 28, 2016 61,000 
November 3, 2016 33,000 
December 13, 2016 2,600 

766,500 
Bronson 

April 1, 2016 30,000 
April 29, 2016 25,000 
May 2, 2016 1,200 

56,200 
Ross Park 

February 29, 2016 17,000 

Total 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". 
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5. 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 6 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 to 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". 

6. 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. 

7. In discussions with a realtor 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. 

8. 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 cetiificates 
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. 

G In addition to the carve-out set out above, Section 7.02 (g) of certain 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. 
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* * * 
All of which is respectfully submitted, 

KSV 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 
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'tHE HONOURABLE 

MR. JUSTICE MYERS 

BETWEEN: 

Court File No~ CV-17-11805-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

) 

) 

) 

WEDNESDAY,, THE 17th 

DAY OF MAY, 2017 

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 
(52~,;);; . 'h iSS STREET) INC. AND TEXTBOOK (555 PRINCESS 

· STR~'&T IN 

- and·-

TEXTBOOK (256 RIDEAU STREET) INC. 

ORDER 
(Certificates of Pending Liti,gation) 

Plaintiff 

Defendant 

THIS MOTION; Jnade without notice by the plaintiff, KSV Kofman Inc. (''KSV") 

solely in: its capacity as Receiver and Manager of ce1iai11 p1'opel'ty of Sco'llard Development 

Corporation, Memory Care Investments (Kitchene1) Ltd., Memol'y Care Investments (Oakville) 

Ltd., 1703858 Ontario Inc.1 Legacy Lane Investments Ltd., Textbook (525 Pri11cess Street) foe. 

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 relier, was heard this day, 

539 



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 'l>f the plaintiff, 

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

on and as against title t<Y: 

(a) the real property municipally descdbed as 256 Rideau Street, Ottawa, Ontario, 

which is legally described under PIN 04210~0004 (LT) as LT 1, PL 6; S OF 

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

(b) the real ptope1iy 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 J,, 3,4R919; N OF BESSERER; OTTAWA; 

2. THIS COURT FURTHEli ORDERS that the plaintiff 1s hereby granted leave to 

register this Order and the Certificates of Pending Litigati011 against title to the properties 

described in paragraph 1 above. 

3.. THIS COURT FURTHER ORDERS that this Otder shall remain in fall force and 

effect until forthet Order of this Court. In the eve1it the defendant brings a motion to remove the 

Certificates of Pending titigatfon, it may move for such relief 011 not Jess than seven days' notice 

to the plaintiff. 

ENTERED AT I \NSCRlT A 10RQNTO 
ON/BOOKNO: , · , 
LE l DANS LE REG\STRE NO. 

MAY 1 7 2017 

PER/PAR: ( 
--

A. ;~ni~~sfrnova 
Fiegis!mr 
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KSV KOFMAN INC in its capacity as Receiver ~nd Manager of 
Certain Property of Scollard Development Corporation, et aL 
Plaintiff 

v. TEXTBOOK (256 RIDEAU STREET) INC. 

Defendant 
Court File No: CV-17-11805-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCJAL LIST) 

PROCEEDING COMMENCED AT 
TORONTO 

ORDER 
(Certificates of Pending Litigation) 

BENNETT JONES LLP 
3400 One First Canadian Place 
P.O~Box 130 
Toronto ON M:S:X 1A4 

Sean Zweig {LSUC#57307I) 
Phone: (416) 777-6254 
Email: zweigs@bennettjones.com 

Jon~than Bell (LSUC#55457P) 
Phone: (416) 777-6511 
Email: bellj@bennettjones~com 

Facsimile~ (416) '863-1716 

La.Wyers fot the 'Plaintiff 
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Legacy Lane Investments Ltd. 
DIRECTORS' REGISTER 

Date Date 
Name of Director Elected Resigned 

JOHN EV AN DA VIES 
24 Countly Club Drive Sep 21, 2012 
King City, Ontario L7B 1M5 

BRUCE W. STEWART 

Sep 21, 2012 Mar 6, 2014 

Document prepared using Fast Company by Do Process Software Effective date: Mar 6, 2014 
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Legacy Lane Investments Ltd. 
OFFICERS' REGISTER 

Date Date 
Name of Officer Office Held Elected Resigned 

BRUCE W. STEWART 

President Sep 21, 2012 Mar 6, 2014 

JOHN EV AN DA VIES 

24 Country Club Drive Secretaiy Sep 21, 2012 
King City, Ontario L 7B 1M5 

JOHN EV AN DA VIES 

24 Countiy Club Drive Treasurer Sep 21, 2012 
King City, Ontario L7B 1M5 

Document prepared using Fast Company by Do Process Software Effective date: Mar 6, 2014 
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Legacy Lane Investments Ltd. 
SHAREHOLDERS' REGISTER 

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 

Document prepared using Fast Company by Do Process Software Effective date: Mar 6, 2014 
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Memory Care Investments (Kitchener) Ltd. 
DIRECTORS' REGISTER 

Date Date 
Name of Director Elected Resigned 

JOHN EV AN DA VIES 
24 Country Club Drive May 9, 2013 
King City, Ontario L7B 1M5 

Document prepared using Fast Company by Do Process Software Effective 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 EV AN DA VIES 
24 Country Club Drive Secretary May 9, 2013 
King City, Ontario L7B IMS 

JOHN EV AN DA VIES 
24 Country Club Drive Vice President May 9, 2013 
King City, Ontario L7B IMS 

Document prepared using Fast Company by Do Process Software Effective date: Mar 6, 2014 
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Memory Care Investments (Kitchener) Ltd. 
SHAREHOLDERS' REGISTER 

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 

Date Date 
Name of Director Elected Resigned 

JOHN EV AN DA VIES 
24 Country Club Drive Dec 14, 2012 

King City, Ontario L7B 1M5 

Document prepared using Fast Company by Do Process Software Effective 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 EV AN DA VIES 
24 Countty Club Drive President Dec 14, 2012 
King City, Ontario L7B 1M5 

JOHN EV AN DA VIES 
24 Country Club Drive Secretary Dec 14, 2012 
King City, Ontario L7B 1M5 

BRUCE W. STEWART 
Vice President Dec 19, 2012 Mar 6, 2014 

Document prepared using Fast Company by Do Process Software Effective date: Mar 6, 2014 
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Memory Care Investments (Burlington) Ltd. 
SHAREHOLDERS' REGISTER 

No.of Class Of 
Date Name Shares Shares Held 

Memory Care Investments Ltd. 
Dec 14, 2012 100 Class B 

Document prepared using Fast Company by Do Process Software Effective date: Mar 6, 2014 
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Memory Care Investments (Oakville) Ltd. 
DIRECTORS' REGISTER 

Date Date 
Name of Director Elected Resigned 

JOHN EV AN DA VIES 
24 Country Club Drive Jun 5,2012 
King City, Ontario L7B 1M5 

Document prepared using Fast Company by Do Process Software Effective date: Feb 16, 2016 
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Memory Care Investments (Oakville) Ltd. 
OFFICERS' REGISTER 

Date Date 
Name of Officer Office Held Elected Resigned 

JOHN EV AN DA VIES 
24 Country Club Drive President Jun 5, 2012 
King City, Ontario L7B IMS 

JOHN EV AN DA VIES 
24 Country Club Drive Secretary Jun 5, 2012 
King City, Ontario L7B 1M5 

BRUCE W. STEWART 
Vice President Dec 19, 2012 Mar 6, 2014 

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 Inc. 
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 

Document prepared using Fast Company by Do Process Software Effective date: .Feb 16, 2016 
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ksv advi~~nc. 
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.1985, C. B-3, AS AMENDED, AND 

SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0.1990, 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 KSV Kofman Inc. ("KSV") as receiver and manager 

of the real property registered on title as being owned by Scollard Development 
Corporation ("Scollard"), Memory Care Investments (Kitchener) Ltd. ("Kitchener"), 
Memory Care Investments (Oakville) Ltd. ("Oakville"), 1703858 Ontario Inc. 
("Burlington"), Legacy Lane Investments Ltd. ("Legacy Lane"), Textbook (555 
Princess Street) Inc. ("555 Princess") and Textbook (525 Princess Street) Inc. ("525 
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 entities1 which raised monies from investors ("Investors") through syndicated 
mortgage investments (collectively, the 'Trustee Corporations")2. 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 related 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 Companies, the "Davies Developers"). 

1 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) Ltd., 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 
2 Individuals who hold their mortgage investment in a Registered Retirement Savings Plan have a mortgage with 
Olympia Trust instead of the applicable Trustee Corporation. 
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3. 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. 

4. On April 18, 2017, the Trustee brought a motion, inter a/ia, 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"). 

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

6. 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. 

7. 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. 

8. On June 6, 2017, the Receiver filed its Fourth Report to Court (the "Fourth Report"). 
The Fourth Report recommended, inter 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 Order"). 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. 

9. 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. 

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

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

12. Also on June 16, 2017, the Court made the Second Production Order. Davies has 
provided the Receiver 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. 

13. 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. 

14. 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; 

ii. 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; 

iii. the Receiver's review of Aeolian's receipts and disbursements for the 
period October 1, 2012 to May 29, 2017; and 

b) recommend that the Court issue an order: 

0 

0 
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extending the Mareva Order to apply to Davies and Aeolian on an 
interlocutory basis (until a final disposition of the proceeding); and 

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. 
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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) Aeolian's unaudited financial information; 

c) the transcript of the Examination; and 

d) the Undertakings. 

2. A representative of the Receiver attended at the Examination. 

3. 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. 

4. 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. 

5. 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 June 27, 2017 
by Dentons to Bennett Jones LLP, the Receiver's legal counsel, and is attached as 
Appendix "B". 

1.3 Currency 

1. All references to 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-construction4 

(collectively the "Projects"). 

4 Footings and foundations have been laid down at the Project owned by Burlington. 
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2. The amounts borrowed by the Davies Developers total approximately $119.940 
million5, 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 Receiver'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; 

c) 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 Loan 
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;G 

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 

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

G These amounts are based on the Davies Developers' financial records. Aeolian's financial records 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". 
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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;7 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 . 

., All of the Trustee Corporations were to have a first 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 mortgages. 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. 
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4.1 The Davies Family Trust 

1. During the Examination, Davies testified that, in or around 2002 or 2003, he 
established the Davies Family Trust. c 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"). 9 

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 only 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". 

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.10 

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). 11 

5. The trustees of the Davies Family Trust are Davies, Judith Davies and Harris. 12 Harris 
is related to corporations that have ownership interests in several of the Davies 
Developers and has also acted as legal counsel to some or all of the Davies 
Developers. 

4.2 The Davies Arizona Trust 

1. During the Examination, Davies testified that, in or around 2013, the Davies Arizona 
Trust was established. 13 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.14 

8 Qs.137-138, p 31, lines 12-15. 

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

10 Qs. 142-148, p 31, lines 22-25, p 32, lines 1-13. 
11 Qs. 401-402, p 101, lines 7-23. 

12 Qs. 139-140, p 31, lines 16-19; Declaration of Trust for the Davies Family Trust attached as Appendix "I". 

1s Q. 150, p 32, lines 23-25. 

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

ksv advisory inc. Page 7 

568 



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, 
distribute trust property to other persons and entities for the use and benefit of a 
beneficiary. As sole trustee, Davies also has broad powers under the Irrevocable 
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 
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 15 

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 66111 Place, Carefree, Arizona, 85377 (the "Arizona Property").16 Davies further 
testified that: 

a) the Arizona Property was purchased for US$1.2 million; 17 

b) the funds used to purchase the Arizona Property came from Aeolian, 18 with the 
Bank of Internet having a US$600,000 mortgage on the Arizona Property;19•20 

c) there are no other liens on the Arizona Property;21 

d) almost US$2 million was spent to renovate the Arizona Property following its 
acquisition;22 and 

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

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.23 

16 The amounts reflected in this section do not necessarily reconcile to the results of the Receiver's investigation. 
16 Qs. 153-154 and 161, p. 33, lines 17-21, and p. 35, lines 15-20. 
11 Q. 170, p 36, lines 18-19. 
18 Q. 155, p 33, lines 22-24. 
10 Qs.171-172, p 36, lines 20-23. 
20 The Receiver has since obtained a Deed of Trust for the Arizona Property, which reflects that the lender is BOFI 
Federal Bank. 
21 Q. 173, p 36, lines 24-25 and p 37, line 1. 

22 Qs. 356-357, p 91, lines 5-9. 

23 Qs. 464-466, p 115, lines 17-24. 
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3. 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. 

4. Davies also testified that the Davies Arizona Trust has a bank account with the Chase 
Bank in Arizona ("Chase") over which he has control.24 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). 

5. 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 of 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". 

6. 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. 25 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 Developers2fi; however, management fees were 
paid to her, through Aeolian, in any event. 

24 Qs. 164-165, p 36, lines 2-5. 
25 Qs. 391-393, p 98, lines 9-25 and p 99, lines 1-12. 
20 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. 21 Davies 
testified that he does not have a personal bank account and has not had one for seven 
or eight years.28 He testified that, in order to pay for living expenses, he either uses 
an Aeolian debit card or Judith Davies pays the expenses. 29 • 30 During the 
Examination, Davies further testified that funds flowed from Aeolian to Judith Davies 
for "income splitting" purposes. 31 • 32 

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

4.5 The Davies Children 

1. During the Examination, Davies testified that certain Davies Children had limited 
involvement in some of the Davies Developers' projects. He testified 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. 34 He testified that another daughter, 
Jessica Davies, was the receptionist for the McMurray sales centre for one summer. 35 

He further testified that his son, Andrew Davies, and his company, Y2 Media, made 
recommendations on advertising rates and suggestions about the advertising for 
various companies, specifically McMurray and Scollard.36 

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.~11 

3. Davies also testified that in the last eight months he has been selling assets belonging 
to his children, including artwork (which Aeolian purchased) to fund his living 
expenses. :>e 

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

2s Os. 17-22, p 8, lines 7-25. 

20 O. 23, p 9, lines 1-4. 

30 The Receiver's investigation has revealed that Davies also used his Amex to pay for personal expenses. 

31 Os. 391-394, p 98, lines 9-25 and p 99, lines 1-14. 
32 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]his 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." 

:>J Qs. 63-64, p 15, lines 2-5. 

34 Qs. 293-297, p 75, lines 3-25 and p 76, lines 1-2. 

36 o. 298, p 76, lines 3-8. 

36 O. 299, p 76, lines 9-25 and p 77, lines 1-3. 

31 Os. 416-418, p 107, lines 6-17. 

:Ja Qs. 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 l1is and Judith Davies' 
personal residence located at 24 Country Club Drive, King City, Ontario in favour of 
Moskowitz Capital Mortgage Fund II (the "Moskowitz") has not been, and is not being, 
serviced and is in arrears.39 

2. On June 12, 2016, 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. 

3. On July 4, 2017, the Receiver's legal counsel wrote to Moskowitz's legal counsel to 
request a detailed breakdown of the amounts claimed under the Notice of Sale, 
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". 40 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. 

2. On July 10, 2017, immediately after learning 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. 

3. In light 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. 

:iH Q. 1i3, p 25, lines 23-25 and p 26, line 1. 

40Q.135, p 30, lines 11-13. 
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5.0 Review of Aeolian's Receipts and Disbursements 

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. 

2. Aeolian's receipts and disbursements for the period October 1, 2012 to May 29, 2017 
(the "Period") are provided in the table below. 

Receipts 

Advances from Related Parties 

Davies Developers 

TSSI, TSI and MCIL 

Other related parties 

Raj Singh and entities related to Mr. Singh 

Other 

Unidentified 

Total receipts 

Disbursements 

Personal 

Judith Davies 

Arizona Property 

AMEX 

Other 

Other and unidentified 

Total disbursements 

Ending balance 

3. The table reflects that Aeolian had: 

% Receipts 
Amount Disbursements 

5,592 65.2% 

1,160 13.5% 

249 2.9% 

7,001 81.6% 

646 7.5% 

230 2.7% 

695 8.1% 

8,572 100% 

2,509 29.3% 

1,841 21.5% 

1,346 15.7% 

1,387 16.2% 

7,084 82.6% 

1,488 17.4% 

8,572 100.0% 

a) receipts of $8.572 million, including advances from related parties of $7.001 
million; and 

b) disbursements of approximately $8.572 million, including Davies' and/or his 
family's personal expenses of $7.084 million. 

4. A discussion of ce1iain of the line items in the table is provided below. Appendix "O" 
provides Aeolian's detailed Statement of Receipts and Disbursements (the "R&D"). 
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5.1 Receipts 

5.1.1 Amounts Received by Aeolian from Davies Developers 

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

2. 

(unaudited; $000) Amount 

Management fees 
Scollard 1,248 
Oakville 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 
Ross Park 250 
Bronson 125 

625 
Other 

Reimbursement of costs - McMurray 236 
Profit from the sale of Kitchener 344 

580 

Total 5,592 

The table reflects that: 

a) Aeolian received management fees of $4.387 million, of which $3.887 million is 
prohibited under the Scollard, Oakville, 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 received 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 Aeolian'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 Consulting 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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5.1.2 TSI, 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 million from Aeolian. 

2. The payments to Judith Davies are recorded in Aeolian'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. 

5.2.2Ariz:ona 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) approximately 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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c) approximately $105,000 for art purchases; and 

d) approximately $50,000 for jewellery. 

2. Further 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 
interlocutory 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. 

2. 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 com batting 
that risk. 

* * * 

All of which is respectfully submitted, 

KSV 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 
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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.1985, C. B-3, AS AMENDED, AND 

SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0.1990, C. C.43, AS AMENDED 

1.0 Introduction 

FOURTH REPORT OF 
KSV KOFMAN INC. 

AS RECEIVER AND MANAGER 

JUNE 6, 2017 

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"); 

c) Memory Care Investments (Oakville) Ltd. ("Oakville"); 

d) 1703858 Ontario Inc. ("Burlington")1; 

e) Legacy Lane Investments Ltd. ("Legacy Lane"); 

f) Textbook (555 Princess Street) Inc. ("555 Princess"); and 

g) Textbook (525 Princess Street) Inc. ("525 Princess"). 

Collectively the above entities are referred to as the "Companies". 

1 This entity owns the real property on which the development known as "Memory Care (Burlington)" was to be 
developed. Burlington's shares are owned by Memory Care Investments (Burlington) Ltd., which is defined below as 
MC Burlington. 
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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 entities2 which raised monies from investors ("Investors") through syndicated 
mortgage investments (collectively, the "Trustee Corporations"r3• Eight of the Trustee 
Corporations then advanced these monies on a secured basis pursuant to loan 
agreements ("Loan Agreements") between the Trustee Corporation 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"); 

b) Textbook (445 Princess Street) Inc. ("445 Princess"); 

c) Textbook (774 Bronson Avenue) Inc. ("Bronson"); and 

d) McMurray Street Investments Inc. ("McMurray"). 

3. A copy 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. 

6. On April 18, 2017, the Trustee brought a motion, inter a/ia, 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 all 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. 

2 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) Ltd., Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation, 
7743718 Canada Inc., f<eele 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 mortgage with 
Olympia Trust instead of the applicable Trustee Corporation. 
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8. 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. 

9. 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. The review of the books and records, Loan 
Agreements and other materials discussed in this Report is defined as the "Review". 

10. 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 

1.2 Restrictions 

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 fo1ihwith 
provide the Receiver with a copy of their books and records. 

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; 

c) 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, 445 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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2. The Receiver has not petiormed 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. 

3. 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. 

4. 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. 

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

6. 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 "8"; and 

b) 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. 

7. 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 Background4 

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~construction". 

2. The amounts borrowed by the Davies Developers total approximately $119.940 
milliod', 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. 

4. 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)/ 

b) 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 

c) 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". 

4 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. 
5 Footings and foundations have been laid down at the Project owned by Burlington. 

(I Represents the principal amounts owed, excluding interest and fees. 
7 The Loan Agreements for 445 Princess, 525 Princess, 555 Princess, Ross Park, Scollard and Bronson contain a 
carve-out allowing the Davies Developer to earn interest income on funds not immediately required to be expended. 
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2.1 Textbook Entities 

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; $000} Purchase Trustee Other Secured 
Textbook Entity Price Corporation Lenders Mortgagee q_~ligations 

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 Ltd. 16,506 
Ross Park 7,000 11,617 3,500 2377358 Ontario Ltd. and Creek 15,117 

Crest Holdings Inc. 

2. Davies and Thompson are the sole officers and directors of the Textbook Entities8• 

3. The shareholders of the Textbook Entities are: 

a) TSI; 

b) TSSI; and 

c) RS Consulting Group Inc. ("RSCG"). 

4. 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) Aeolian is owned by Davies' wife and children; 

b) RSCG is owned by Singh; 

c) Singh is also: 

111 the sole director, officer and shareholder of the Trustee Corporations9; 

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

8 As at the date of this Report. Certain of the Davies Developers may have had different or additional officers and 
directors at different points in time. This footnote applies throughout this Report. 
9 Except for Textbook Student Suites (445 Princess Street) Trustee Corporation. 
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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 lnvestors;10 

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 Tota I Se cu red 
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 Oakville11 . 

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

10 The information concerning the Brokers and Tier 1 Advisory is sourced from the Affidavit of Mohammed Ali Marfatia 
sworn October, 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. 
11 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. 
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6. MCIL is owned by Aeolian (50%) 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 to any lender other 
than the applicable Trustee Corporations, except in connection with construction 
financing. 

8. A corporate cha1i 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 Mortgage 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. 

2.4 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. 

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

3. Davies is the sole director and officer of Legacy Lane. 

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

1. The real property owned by McMurray was purchased for $650,000. McMurray was 
intended to develop 88 residential condominiums and lofts. 

2. McMurray borrowed $3.5 million from Investors. 

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

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

5. 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. 

6. The McMurray 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. 
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3.0 Review of Receipts and Disbursements 

1. The table below provides a summary of the Review. 12 

(unaudited; $000) 

Receipts 
Loan proceeds 

Trustee Corporations 

Other loans 

Preference shares (Oakville) 

Sales tax refunds 

Other related parties 

Sundry and unknown 

Total receipts 

Disbursements 
Property related costs 

Purchase of Real Property 

Development costs 

Subtotal 

Payments to Shareholders13 and entities related to Shareholders14 

TSSl/TSI 

MCIL 

Davies and entities related to Davies 

Singh and entities related to Singh, including broker commissions 

Thompson and entities related to Thompson 

Harris and entities related to Harris, excluding professional fees 

Textbook {256 Rideau Street) Inc. 

Advances to Affiliates 

Subtotal 

Interest and fees 

FCMC broker commissions15 

Professional fees 

Traditions Development Company 

Other related parties 

Other and unknown 

Subtotal 

Total disbursements 

Ending balance 

12 Includes MC Burlington transactions, i.e. the shareholder of Burlington. 
13 Defined in Section 3.2 below. 
14 Reflects net payments to shareholders. 

is Of this amount, $219,000 was paid to third party brokers. 
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% Receipts I 
Amount Disbursements 

93,675 74.4% 

26,265 20.8% 

119,940 95.2% 

1,000 0.8% 

1,717 1.4% 

345 0.3% 

2,913 2.3% 

125,915 100% 

48,935 38.9% 

12,354 9.8% 

61,289 48.7% 

4,384 3.5% 

1,124 0.9% 

6,763 5.4% 

9,407 7.5% 

1,947 1.5% 

1,000 0.8% 

3,700 2.9% 

339 0.3% 

28,664 22.8% 

14,529 11.5% 

9,988 7.9% 

3,357 2.7% 

1,487 1.2% 

156 0.1% 

6,440 5.1% 

35,957 28.5% 

125,910 100.0% 

5 
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2. The discussion in Section 3.1 to 3.6 below addresses each line item in the table, in 
the order presented in the table. 

3. 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: 

o $48.935 million to purchase Real Property; 

• $28.664 million to Shareholders and entities related to Shareholders'16; 

o $14.529 million in interest paid and fees; 

• $12.354 million in development costs; and 

• $9.988 million in broker fees paid to FCMC. 

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

5. 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. 17 All of the property transactions appear to be at arm'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. 

16 Defined in Section 3.2 below. 

l'f Excludes the purchase price of the real property owned by McMurray which was purchased for $650,000 in January 
2010. 

ksv advisory inc. Page 11 

591 



2. MCIL incorporated Lafontaine Terrace Management Corporation ("Lafontaine") to 
discontinue the business of the retirement facility which was operating on the 
Kitchener property'18• Davies is the sole officer and director of Lafontaine. Further 
information regarding Lafontaine and 237 is provided in Section 3.2 below. 

3. 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. 

4. 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; 

b) the shareholders of 237 would earn a gain on the transaction; 19 and 

c) Harris and Singh are the shareholders of 237. 

5. 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; Development Total % ofTotal 
Davies Developer Costs Disbursements Disbursements 

McMurray 3,353 8,797 38.1% 

Scollard 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% 

18 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. 

rn The Acknowledgement states that 237 funded operating shortfalls. Information is not available to the Receiver so 
that it can confirm this statement. 
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2. The table reflects: 

a) Of the nearly $126 million that was raised, $12.354 million (or 9.8% of the total 
raised) was spent on development costs. Of this amount, $8.4 million (or 
68.7%) of the development costs were spent on the McMurray, Scollard and 
Burlington Projects. 

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. A summary of the net amounts paid to Davies Developers' shareholders and entities 
related to and affiliated with the shareholders referenced in the table (collectively, the 
"Shareholders") is provided in the table below. 

(unaudited; $000) Davies Singh Thompson Harris 
Davies Developer TSl/TSSI MCIL Entities Entities Entities Entities Other Total 

Oakville (35) 305 1,231 2,142 2 3,645 

Ross Park 1,554 2 499 434 749 250 1,267 4,755 

Kitchener (48) 128 510 2,579 111 3,280 

525 Princess 880 4 340 483 340 250 1.6 2,313 

555 Princess 786 3 408 401 408 250 l,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 l,170 

McMurray 210 1,373 294 (SO) 1,827 

Total 4,384 1,124 6,763 9,407 1,947 1,000 4,039 28,664 
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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) TSl/TSSI MCIL Davies Singh Thompson Harris Other Amount Disclosed 

Referral and broker fees 5,861 5,861 Yes 

Dividends 875 1,125 1,000 1,000 4,000 Yes 

875 6,986 1,000 1,000 9,861 

Moscowitz (section 3.2) 935 935 No 

Management Fees 4,069 4,069 No 

Loans to Shareholders 3,512 602 4,114 No 

Rideau 3,700 3,700 No 

Advances to affiliatr~s 339 339 No 

3,512 602 5,004 4,039 13,157 

Other management fees 500 947 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 9,407 1,947 1,000 4,039 28,664 

Note: The Receiver is unable to determine if these transactions are permitted under the Loan Agreements. More 

3. The Receiver's counsel has reviewed the Loan Agreements and other documents 
provided to 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 Receiver's counsel is attached as Appendix "S". 

Disclosure 

a) 

b) 
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Referral and broker fees ($5.861 million}: These amounts were disclosed in 
the Loan Agreements; however, the referral fees paid to Tier 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 would 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 
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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 

c) Payments to Moscowitz Capital Mortgage Fund II ("Moscowitz") 
($935,000): Moscowitz is not a mortgagee on the property owned by McMurray; 
however, it is a mortgagee on Davies' home. A copy of a title search for Davies' 
home reflecting the mo1igage owing to Moscowitz is attached as Appendix "T". 
The McMurray Loan Agreement prohibits these payments. 

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, TSSI and MCIL ($4.114 million): The Davies Developers made 
loans of approximately $4.114 million to TSI, 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) Textbook (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). 
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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 to 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 Receiver 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 Reguired 

h) 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 ,4 77 -(to -Aeolian}and $94 7 ,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. 

i) Consulting and diligence fees ($1.485 million): All consulting and diligence 
fees were paid to Tier 1 Advisory or RSCG. These amounts do not 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). 

j) 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. 

k) 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. 

I) 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. 

m) 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. 
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3.2.1 Textbook and MCIL 

1. TSI and TSSI are shareholders of the Textbook Entities. TSI and TSSI received a net 
amount of $4.384 million from the entities listed in the table below. Of the amount 
advanced to TSI and TSSI, $3.512 million was advanced by way of a loan, which is 
prohibited, as noted in 3{e) above. 

(unaudited; $000) 

Ross Park 
525 Princess 
445 Princess 

555 Princess 
Other 

Amount 

1,554 
1,080 

843 
786 
122 

4,384 

2. MCIL is 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. 

Amount 
Entities owned by MCIL 

Kitchener 128 
Burlington 199 
Oakville 305 

632 
Entities not owned by MCIL 

McMurray 210 
Scollard 181 
Legacy Lane 44 
445 Princess 48 
Other 9 

492 
Total 1,124 

3. TSI, TSSI 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. 
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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. 

Management fees paid to Aeolian 
Scollard 
Oakville 
Kitchener 
Burlington 
Legacy Lane 
McMurray 

Ross Park 
Other entities 

Dividends paid to Aeolian 
525 Princess 
555 Princess 
Ross Park 
Bronson 

Payments to family members 
Judith Davies 
Sarah Davies 
Y2 Media Group Ltd. (owned by son of John Davies) 
Jessica Davies 

Payments to Moscowitz 
Payments to Davies 
Less: receipts from Aeolian 

Total 

2. The table reflects that: 

Amount 

1,244 
1,112 

506 
592 
341 
274 

4,069 

249 
251 

500 

4,569 

250 
250 
250 
125 

875 

365 
29 
14 
14 

422 

935 

55 
(93) 

6,763 

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

b) Aeolian received dividends of $875,000 from 525 Princess, 555 Princess, 
Bronson and Ross Park; 
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c) Davies' family members and entities related to Davies' family members received 
approximately $422,000, including $365,000 by Judith Davies, Davies' wife; and 

d) 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) 

Broker and referral fees 

Due diligence and consulting 
Scollard 
Kitchener 
Burlington 
Oakville 
525 Princess 
555 Princess 
445 Princess 
Bronson 
Ross Park 

Dividends 
525 Princess 
555 Princess 
Ross Park 
Bronson 

Loan payments (Kitchener) 
Notary fees 
Unknown 
Less: receipts 

Total 

2. The table reflects: 

RSCG 

113 

158 
113 
113 
226 
100 
113 
936 

250 
250 
250 
375 

1,125 

Tier 1 Advisory Raj Singh 

5,861 

217 
116 

78 
138 

549 

650 

Total 

5,861 

330 
116 

78 
296 
113 
113 
226 
100 
113 

1,485 

250 
250 
250 
375 

1,125 

650 
330 330 

56 250 306 
(250) (100) (350) 

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

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

c) RSCG received $1.125 million in "dividends" from 525 Princess, 555 Princess, 
Bronson and Ross Park; 
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d) Singh received $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). 

3. 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 Receiver has asked Harris to provide 
an accounting for this transaction. 

3.2.4 Thompson Entities 

1. 132 received $1.94 7 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, 
555 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 receivership 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 to accrue) registered on title to the 
Ottawa Property. 

4. The Receiver identified payments of $3.7 million 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. 
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6. On May 16, 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 
subsequently 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 suppo(tof the May 17 Order . 

. 3.3 . Interest and fees 

1. The Davies Developers paid interest and fees of $14.529 million, 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%20 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 
Paid to Referral Fees Referral Fees Variance 

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. 

20 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 

. ~. :,,_.·o·.·." ·"'--

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

(unaudited; 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) $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 Harris; 

b) $354,000 was paid to Elliot 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 

c) $598,000 was paid in other professional fees. 

3.6 Traditions Development Company 

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

2. Davies has advised the Receiver 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 
t11e Memory Care Entities and Legacy Lane. 

3. Harris has provided the Receiver 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 attacrred a-s Appendix "V". 

~:.,~::-74;:_;,Jfhe ·L.e§acy lane ·Loan: Agreernenr prohibits the paynient -of management and 
consulting fees to 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. 

(unaudited, $000) 
Davies Developer 

McMurray 

Scollard 

Legacy Lane 

Ross Park 

555 Princess Street 

525 Princess Street 

Burlington 

Bronson 

Kitchener 

445 Princess 

Oakville 

Amounts Received from 
Other Davies Developers 

4,137 

5,980 

1,023 

838 

55 

57 

2,178 

281 

1,225 

61 

Amounts Advanced to 
Other Davies Developers 

401 

2,906 

773 

247 

24 

80 

2,571 

1,087 

2,943 

1,732 

Net Received/ 
(Advanced) 

3,736 

3,074 

250 

591 

31 

________ 1_,3_6_8 _______ 4~~~---·- . 

(23) 

(393) 

(806) 

(1,718) 

(1,671) 

(3,071) 

17,203 17,203 

2. The details of the transactions 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_gppeEJrs that the transaction h(:;l$ not y_et closed. The listing 
price for the house was $1 ;6 million.21 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. 

2. 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 Receiver 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 interim Mareva injunction 
against Davies and Aeolian, and (ii) compelling TSI, TSSI and MCIL to forthwith 
provide a copy of its books and records to 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. 

c) 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, inter 
alia, the use of the monies by TSI, TSSI 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, TSSI and MCIL. 

21 The selling price is not known to the Receiver. 
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e) 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. 

f) 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. It is possible that the entities were 
insolvent at the time these amounts were paid, or that the payment of them 
contributed tO their insolvency. 

g) The Davies Developers' transactions are poorly documented and their books 
and records are incomplete. 

h) 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. 

i) 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, 

v 
KSV 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 
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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 l'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-development work 

advanced. These development management fees1 which were consistent with industry­

standard development management costs, were submitted to the individual development 

companies for payment on a monthly basis. 

Background: 

McMurray Lofts and Condos 

The subject of development management fees being invoiced to the individual development 

companies was first addressed in April 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 specified that 

the development management fee would be paid 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 Oakville 

By spring of 20121 Davies 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 Tier 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-forma1 including the development management fees. These 

conversations took place prior to the Oakville closing. Harris 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 usedfor,this purpose). 

Scollard Development Corp. 

For seven months, commencing in the fall of 2012 and throughout the winter and spring of 

20131 Davies, Stewart and Singh explored the opportunity of developing a luxury, high-rise 

residential condominium project located at 50 Scollard Street on the site of the former sales 

and presentation centre for the 1Four 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-form a projections of 

the costs, revenues and potential profit of the Scollard venture. Initial 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 ($4 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 

availability 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 Harris 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, Hu'ntsvil/e 

The Legacy Lane property was known to Stewart through his design and development 

consulting work for Chartwell1 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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Harris 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 Sr. VP Finance). Prior to 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 financing to acquire the property. No issues were raised by Singh or Harris about 

any aspect of the pro-form a, including the 5% development management fee. 

Invoicing of Development Fees 

There is considerable correspondence 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, following 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 management 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 Harris1 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 above1 the Davies Developers had the approval of Singh and Harris to act as the 

development manager (or co-developer) for each of the development entities1 and to charge an 

industry-standard 5% development management fee for their services. From these fees1 the 

Davies Developers were responsible to pay management compensation and other staff costs1 

office expenses and over-head necessary to advance the projects through the pr.edevelopment 

phase. 

It was understood and agreed that the Davies Developers had full responsibility for developing 

the various projects, and had the authority to retain architects1 engineers1 planners1 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 achieved 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 readiness1 

) by the time the 5% fee had been fully disbursed. 

) 

TSl/TSSI 

Textbook Suites Inc. and Textbook Student Suites Inc. were created to manage the 

development activities of the student housing project initiative. As with the Memory Care and 

other predecessor companies1 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 Aeolian 

For the Period October 1, 2012 to May 29, 2017 

(unaudited; $OOOs) 

Management fees 

Scollard 

Oakville 

Kitchener 

Burlington 

Legacy Lane 

McMurray 

Note Aeolian Report Fourth Report Difference 

Other entities 

Dividends paid to Aeolian 

525 Princess 

555 Princess 

Ross Park 

Bronson 

Other 

Reimbursement of costs - McMurray 

Profit from the sale of Kitchener 

Total 

General Note: 

1 

2 

3 

4 

5 

6 

7 

1,248 

1,137 

481 

433 

316 

272 

3,887 

500 

4,387 

250 

250 

125 

625 

236 

344 

580 

5,592 

1. Differences between the current report and the Fourth Report are due to several factors including availability of new 

1,244 

1,112 

506 

592 

341 

274 

4,069 

500 

4,569 

250 

250 

250 

125 

875 

5,444 

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 reflected 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 not 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 to be expenses paid by Kitchener on behalf of Aeolian and include a $134,510 

payment to Identity Construction. 

4. Legacy Lane's accounting records include a payment of $25,000 to Aeolian that was not 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 Davies, it appears that this was paid from a Harris & Harris LLP trust account, on 

behalf of Aeolian, to repay a loan owing to RS Consulting Group Inc., an entity controlled by Raj Singh. 

4 

25 

{25) 

{159) 

{25) 

(2) 

{182) 

(182) 

(250) 

(250) 

236 

344 

580 

148 
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6. Aeolian's bank statements include a receipt in the amount of $235,938 related to McMurray which was not reflected in McMurray's 

bank statements. This amount was received by Aeolian 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 $344,052 from Harris & Harris LLP (proceeds generated from the sale of 

the Kitchener property) that was not reflected in Kitchener's bank statements. 
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Assets 

1) 
2) 

3) 
4) 

5) 
6) 

Liabilities 

John Davies 

Assets and Liabilities 

as of June 14, 2017 

24 Country Club Drive (Residence) 

Davies Arizona Trust - Discretionary Beneficiary 

Household Furniture I Misc 

2011 Toyota Venza (159,000 km) 

2008 Range Rover Sport (175,000 km) 

2008 Cobalt (boat) 

Total Assets 

1) First Mortgage 24 Country Club 

2) CRA Liens (24 Country Club) 

3) Accounts Payable 

Enbridge 

Hydro 

Auto One 

407 
Rogers 

Bickle Maintenance 

Condo Fees 

Loan 

Clublink, Water/Sewage Fees 

4) Financing Guarantee - 28 McMurray Street Inc. 

(Pillar Financial) 

Total Liabilities 

615 

Value Location 

1,600,000 Ontario 

unknown Arizoha 

75,000 (est.) Ontario 

2,500 Ontario 

12,000 Arizona 

30,000 Ontario 

1,719,500 

1,050,000 (est.) Ontario 

600,000 (est.) Ontario 

400 Ontario 

500 Ontario 

5,980 Ontario 

2,000 Ontario 

800 Ontario 

700 Ontario 

650 Ontario 

10,000 Ontario 

6,300 Ontario 

300,000 Ontario 

1,977,330 
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Assets 

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

1) Various% Shareholding Interest 

- McMurray Street Investments Inc. 
- Textbook Ross Park Inc. 
- Textbook (774 Bronson Avenue) Inc. 
- Textbook (445 Princess Street) Inc. 
- Generx Byward Hall Inc 

- Textbook Suites Inc. 

Liabilities 

1) Automobile Lease Residual obligations (net) 

2) CRA 

- 2014 Range Rover (net after sale) 
- 2013 Ford Escape (net after sale) 

HST 
Taxes 

Total Assets 

Value Location 

0 Ontario 

0 Ontario 
0 Ontario 
0 Ontario 
0 Ontario 

unknown Ontario 

unknown 

12,000 Ontario 
10,000 Ontario 

50,000 (est.) Ontario 
100,000 (est.) Ontario 

Total Liabilities $ 172,000 
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Appendix ''F'' 



Assets 

1) 

2) 

3) 

4) 

5) 

6) 

Liabilities 

John Davies 

Assets and Liabilities 

as of June 14, 2017 

24 Country Club Drive (Residence) 

Davies Arizona Trust - Discretionary Beneficiary 

Household Furniture I Misc 

2011 Toyota Venza (159,000 km) 

2008 Range Rover Sport (175,000 km) 

2008 Cobalt (boat) 

Total Assets 

1) First Mortgage 24 Country Club 

2) CRA Liens (24 Country Club) 

3) Accounts Payable 

Enbridge 

Hydro 

Auto One 

407 

Rogers 

Bickle Maintenance 

Condo Fees 

Loan 

Clublink, Water/Sewage Fees 

4) Financing Guarantee - 28 McMurray Street Inc. 

(Pillar Financial) 

5) Personal Loan - Don Mintz 

Total Liabilities 

619 

Value Location 

1,600,000 Ontario 

unknown Arizona 

75,000 (est.) Ontario 

2,500 Ontario 

12,000 Arizona 

30,000 Ontario 

1,719,500 

1,050,000 (est.) Ontario 

600,000 (est.) Ontario 

400 Ontario 

500 Ontario 

5,980 Ontario 

2,000 Ontario 

800 Ontario 

700 Ontario 

650 Ontario 

10,000 Ontario 

6,300 Ontario 

300,000 Ontario 

100,000 Ontario 

2,077,330 
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Appendix "G'' 



Assets 

Aeolian Investments Ltd. 

Assets and Liabilities 

as of June 14, 2017 

1) Various% Shareholding Interest 

- McMurray Street Investments Inc. 

- Textbook Suites Inc. 

- Textbook Student Suites Inc. 

- Scollard Development Corporation 

- Legacy Lane Investments Ltd. 

- Memory Care Management Ltd. 

- Memory Care Investments Ltd. 

- 2372519 Ontario Ltd. 

Liabilities 

1) Automobile Lease Residual obligations (net) 

2) CRA 

- 2014 Range Rover (net after sale) 

- 2013 Ford Escape (net after sale) 

HST 

Taxes 

Total Assets 

Value Location 

0 Ontario 

unknown Ontario 
unknown Ontario 

unknown Ontario 

unknown Ontario 

unknown Ontario 

unknown Ontario 

unknown Ontario 

unknown 

12,000 Ontario 

10,000 Ontario 

50,000 (est.) Ontario 

100,000 (est.) Ontario 

Total Liabilities $ 172,000 

Shareholding 

Percentage 

30% 

35% 

30% 

50% 

50% 

100% 

50% 

50% 
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June 16, 2017 JOHN EVAN DAVIES - 3 
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1. 

June 16, 2017 JOHN EVAN DAVIES - 5 

Upon commencing at 1:41 a.m. 

JOHN EVAN DAVIES: SWORN 

CROSS-EXAMINATION BY MR. BELL: 

Q. 

A. 

Good morning, sir. 

Good morning. 

2. Q. Can you state your name for the 

3. 

4. 

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. I 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. MCCUTCHEON: Just a moment. Actually, 

you can mark it as Exhibit 1. 

name? 

EXHIBIT NO. 1: Affidavit of John Davies 

sworn June 14, 2017. 

MR. MCCUTCHEON: Is the house in your 

THE DEPONENT: The house I believe is in 

-- I'm certain the house is in both my name, in 
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8. 

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 Aeolian. Do I have 

that correct? 

A. 

Q. 

Yes. 

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 Aeolian. Do I have that 

right? 

Aeolian? 

A. 

Q. 

Yes. 

And who are the shareholders of 

A. The shareholders of Aeolian are my 

four children: Andrew Davies, Sarah Davies, 

Jessica Davies and Jack Davies. 
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June 16, 2017 JOHN EVAN DAVIES - 7 

Q. And do they each own a 25 percent 

share of the company? 

A. 

Q. 

A. 

Yes. 

And how old are your children? 

My son Andrew is 32. My daughter 

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

Jack is 16. 

Q. 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. 

Q. And do your children have any 

involvement in Aeolian other than being passive 

shareholders? 

A. 

Q. 

A. 

Q. 

No. 

And does Aeolian have any employees? 

No. 

So other than you as the officer and 

director, there's no one else that performs any 

work, for example, on behalf of Aeolian? 

A. No. 
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June 16, 2017 JOHN EVAN DAVIES - 8 

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? 

account? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

No. 

And do you have a personal investment 

No. 

RRSPs? 

No. 

So do you have joint bank accounts? 

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. 
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June 16, 2017 JOHN EVAN DAVIES - 9 

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, 

Aeolian has a bank account? 

account? 

A. 

Q. 

A. 

Q. 

RBC account? 

Aeolian has a bank account. 

Does it have more than one bank 

No. 

And the bank account it has is the 

A. That's right. 

Q. And is that -- do you know off the 

top of your head if that's account number 

4421013069? 

A. 

Q. 

A. 

I don't know. 

But it has one account at RBC? 

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. 

Q. 

I didn't know it was that high. 

Wealthy. 
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June 16, 2017 JOHN EVAN DAVIES - 10 

Exactly. A. 

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. 

And what does your wife do? Q. 

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 

go off the record just for a second. 

Off-the-record discussion 10:46 

Upon resuming 10:47 a.m. 

BY MR. BELL: 

can 

a.m. 

Q. 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? 
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June 16, 2017 JOHN EVAN DAVIES - 11 

A. By receiving development fees 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. 

Q. 

More or less, yeah. 

And you had an Interac card for the 

RBC account at Aeolian? 

A. Yes. 

Q. And was there a corporate credit 

card? 

A. No. 

NETWORK REPORTING & MEDIATION (416) 359-0305 

633 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

42. 

43. 

44. 

45. 

46. 

47. 

48. 

49. 

June 16, 2017 JOHN EVAN DAVIES - 12 

Q. And do you have an American Express 

credit card? 

A. 

Q. 

I do. 

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. 

Q. 

Me. 

And so other than the American 

Express on the GenerX account, do you have any 

other credit cards? 

A. 

Q. 

No. 

And what's the credit limit on the 

American Express account? 

A. 

Q. 

No credit limit. 

DreamX. I've got to get one of 

those. Does GenerX have a bank account? 

account? 

A. 

Q. 

A. 

No. 

It only has an American Express 

Correct. 

Q. And how is the American Express bill 

paid, the GenerX American Express? Is that paid 
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June 16, 2017 JOHN EVAN DAVIES - 13 

out of Aeolian as well? 

A. 

Q. 

Yes. 

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? 

Yes. A. 

Q. And what assets have you sold of your 

children in the last five years? 

A. 

Q. 

A. 

In the last five years? 

Yes. 

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. 
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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. 

Q. 

No. It's ... 

It's all gone. And so other than the 

Aeolian bank account, we've spoken about the 

GenerX American 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. 

A. 

And other than those? 

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. 

Q. 

A. 

Q. 

No. 

That's right? 

Yes. Yes. Affirmative. 

And you're married to Judith Davies? 
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I am. 

And where does she bank? 

TD. 

And she has a bank account? 

Yes. 

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. 

Q. 

her account? 

A. 

Q. 

More or less, yeah. 

You don't have signing authority on 

No. 

And if 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. And so let's go through 
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those. So in addition to what's listed there, 

what other shareholdings does Aeolian 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. 

A. 

But it has --

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. 
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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 companies? 

A. No. 
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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? 

A. I'm pretty sure I do, yes. 

Q. And other than you, who has signing 

authority for the banking facility for MCIL? 

A. Just me. 

Q. 

A. 

And where does MCIL bank? 

Royal Bank, the same Royal Bank as 

all the other companies. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

As all the other companies? 

Yes. 

And is the same true for TSI? 

Yes. 

And TSSI? 

Yes. 
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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 liabilities. 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 question. We're faced with that right now. 
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Q. Okay. And how are you paying for 

Denton's services? 

R/F MR. MCCUTCHEON: Don't answer that 

question. 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? 

A. Yes. 

Q. How large is the mortgage? 

A. I believe it's about 950,000. 

Q. 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. 
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So presently I believe there's about 

950,000 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? 

Trust? 

A. 

Q. 

A. 

Q. 

The Davies Family Trust. 

And when was that cottage purchased? 

2008. 

Was it purchased by the Davies Family 
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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. 

A. 

Q. 

And the second mortgage was with? 

Moskowitz Capital. 

And it's the Moskowitz Capital one 

that's cross-collateralized to the house? 

for? 

A. 

Q. 

A. 

Q. 

That's correct. 

And how much was the cottage sold 

$3 million. 

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. 

A. 

And what liens were on the cottage? 

There was a lien for $345,000 from 

the Oshawa 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. 

Q. 

Yes. Approximately 1.4 to Moskowitz. 

Okay. 
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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: I'll give you that 

undertaking. So you want the documentation with 

respect to the sale of the cottage and the full 

funds? 
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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-collateralization 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. 

A. 

Q. 

And when was that property purchased? 

July of 2011. 

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. 

114. 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. 

115. Q. So your understanding is that 

116. 

McMurray never actually sent the money directly 

to Moskowitz but it went through the Davies 

Family 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. 

Q. 

A. 

On what basis? 

Davies Family Trust purchased the 

land in Bracebridge where the McMurray Street 

property is located. 

117. Q. Just so I have that right, the 

118. 

property that's for the McMurray development was 

purchased from the Davies Family Trust? 

A. 

Q. 

Correct. 

And where did the Davies Family Trust 
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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 2009 or early 2010, prior to 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. 
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And your understanding --

I'm sorry, how much did McMurray pay? 

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. 

128. Q. And was there a purchase and sale 

129. 

agreement for the property between the Davies 

Family Trust and the McMurray project? 

A. No. It was just letters and e-mails 

between myself and 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 
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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 value, 

which was 1.9 million, but OFT, 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. Is that 

correct? 

A. 

Q. 

Yes. 

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. 

133. Q. What was the proposed sale price? 

134. 

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. 

135. Q. And is your house currently listed 

for sale? 

A. It has not been relisted. We're 

waiting 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. If 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. 

136. 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. 

137. Q. And on the Davies Family Trust, when 

138. 

139. 

140. 

141. 

142. 

143. 

was that trust settled or created? 

A. 

Q. 

I believe it was 2002 or 2003. 

And who -- with what funds was it 

settled? Was it you? Were you the settlor? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Yes. 

And are you the trustee? 

I'm one of the trustees. 

Who are the other trustees? 

Judith Davies and Greg Harris. 

And who are the beneficiaries? 

My four children and my wife, Judith. 

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? 

No. 

And I'm right that it's a 30 percent 

shareholder in the McMurray company, right? 

A. 

Q. 

That's correct. 

So it has shares in McMurray. Does 

it own any other shares in any other companies? 

A. 

Q. 

A. 

No. 

It has no assets? 

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. 

U/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. 
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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: 

Q. 

the trust? 

And what funds were used to settle 

A. I'm not sure how to answer that 

question. 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: 

Q. Well, when the trust was created, did 

it have any assets after it was created? 

A. 

Q. 

A. 

Q. 

The minute it was created? 

Yes. 

No. It was used to purchase a house. 

And what was the source of the funds 

used to purchase the house? 

A. 

Q. 

Some of my own funds from Aeolian. 

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 beneficiaries of the 

Davies Arizona Trust? 

A. There are my -- I haven't looked at 

it in a while. All of my children ... 

Q. 

A. 

Yes. 

. .. 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. 

160. 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 beneficiary. 

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: I 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. 

Q. 

No. 

Does it have any other assets? 

NETWORK REPORTING & MEDIATION (416) 359-0305 

657 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

164. 

165. 

166. 

167. 

168. 

169. 

170. 

171. 

172. 

173. 

June 16, 2017 

A. 

Q. 

A. 

Q. 

A. 

Q. 

JOHN EVAN DAVIES - 36 

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. No. 

Q. 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 or 

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. 

Q. 

No. 

And do you have -- I think I've 

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. 

Q. 

No. John Davies does not, no. 

And other than -- and I can do this 

by undertaking because I know there's a lot. So 
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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 retainer to represent 

us of 5,000 U.S. I don't know much of that has 

NETWORK REPORTING & MEDIATION (416) 359-0305 

660 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

181. 
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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 I'm 

referring? 

do? 

A. 

Q. 

A. 

Q. 

A. 

I do. 

Textbook Suites Inc. 

Suites Inc. 

And what does Textbook Suites Inc. 

It's a holdco responsible for other 

activities of the various Textbook companies. 

184. Q. And does it have any employees? 

185. 

A. Well, it did have many employees 

recently, but they've all been -- they weren't 

fired. I guess they were let go. 

Q. 

A. 

Laid off? 

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 --

186. Q. I understand your relationship. 

MR. MCCUTCHEON: I don't think it's going 

to matter. 

BY MR. BELL: 
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Q. That's not going to matter. My 

question is more limited to -- like, I had 

understood it was a holdco, 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. 

A. 

Q. 

It didn't have any active operations? 

No. No. 

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 Suites Inc. and then 

there was another company TSSI, which is 

Textbook ... 

A. Student Suites. 

190. 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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subsequent to TSSI. 

Q. 

A. 

I see. 

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. 

192. Q. But you agree with me that both TSI 

193. 

194. 

195. 

and TSSI were never anything other than holdcos, 

right? 

A. 

Q. 

operations? 

A. 

Q. 

Yes. 

And none of them had any active 

That's correct. 

And then as set out in the receiver's 

report, and I'm happy to take it to you if 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, from the Davies 

developers to TSI and TSSI. Does that roughly 

fit with your understanding? 

MR. MCCUTCHEON: Do you know? 

BY MR. BELL: 

Q. Do you know one way or another? 
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A. I don't know. 

196. Q. As I understand -- well, why don't 

197. 

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. 

A. 

Sure. 

I'm not sure if it was transferred to 

TSI or TSSI or what the quantum 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. 

198. 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. Is there a specific transaction that 

you're referring to? 

199. Q. Well, my understanding is they were 

done pursuant to loans. Does that fit with your 

understanding? 

A. Yes. Companies made -- each of the 
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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 s±gned 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've 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 
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developers charged interest on those loans? 

A. 

Q. 

I don't know. 

We'll see when we get the loan 

agreements then. 

A. My partner is a CA. He made those 

decisions. 

Q. 

A. 

And your partner being? 

Walter Thompson. 

204. Q. I assume that's what you meant, but I 

205. 

206. 

207. 

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. 

Q. 

They never would have. 

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 Aeolian, 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 
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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 interest. 

U/T MR. MCCUTCHEON: We'll give you that 

undertaking and see what we can find for you. 

MR. BELL: Appreciate it. 

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. 

Bruce Stewart, Bruce Stewart was a founding 

shareholder as well. 

And 

Q. And you said Bruce? Is that what you 

said? 

A. 

Q. 

Hm-hmm. 

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. 

A. 

And what did MCIL do? 

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. 

213. Q. It was a holdco with no operations? 

A. In the same -- in exactly the same 

way as Textbook. 

214. Q. TSI and TSSI? 
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Yeah. No real difference. 

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. 

Q. 

Yes. 

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 described 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 loan. 

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. 

Q. 

No. 

And as far as you understand, every 

time there was an intercompany loan, there's a 

loan agreement; right? 

A. 

Q. 

Yes. 

And then turning to the Kitchener 

entity, you know what I'm referring 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 ... 

220. Q. You can't undertake to do it. I have 

to ask your counsel. So I will ask your counsel 

for an undertaking. 

A. Well, I'll try to find out. 
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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: 

221. Q. You might get into trouble if you try 

to be too helpful. 

222. 

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 you 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. 
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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. It's the original owner of the 

Kitchener property. 

THE DEPONENT: Right. 

U/T MR. MCCUTCHEON: Okay. 

BY MR. BELL: 

223. Q. And was there an appraisal done of 

that property when it was sold to the Kitchener 

224. 

225. 

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. MCCUTCHEON: If we have it, we'll 

produce it. 

BY MR. BELL: 

Q. And sir, are you aware of a company 

Lafontaine Terrace Management Corporation? 

A. 

Q. 

I am. 

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. 

A. 

Who owns this Lafontaine company? 

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. 

Q. 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. 

Q. 

Oh, yes, yeah. 

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. 

231. Q. And what was the basis for Burlington 

232. 

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 or 

has it been wound up? 

A. I think it probably still exists. 

don't think anybody has filed any paperwork to 

unwind it. I think it's still floating around 

I 
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somewhere. 

Q. 

facility? 

JOHN EVAN DAVIES - 54 

And do you know if it has a banking 

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. 

Q. 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 Aeolian 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, Walter 

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 

you have no recollection of why Aeolian only 

received 125 and RSCG received 375? 

A. 

Q. 

I don't. I don't recall right now. 

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 4.569 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 something that 

is not specific to those particular projects that 

receive fees. 

We had undertook about eight months' 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 development that 

included a 5 percent development management fee 

in the pro 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 asked 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 agreement at the end or 
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during our Scollard negotiations that Stewart and 

I would receive a 4 percent development fee on 

Scollard. 

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 (Oakville) 

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 

personal 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 

company 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, instead of writing a 

cheque, 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. 

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. So 

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. 

246. Q. And just so I -- I think I have it 

247. 

248. 

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 Aeolian. 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. 

Q. 

Yeah, up to the 5 percent. 

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 

NETWORK REPORTING & MEDIATION (416) 359-0305 

684 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

249. 

June 16, 2017 JOHN EVAN DAVIES - 63 

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? 

U/A 

MR. BELL: Certainly. 

Off-the-record discussion 11:44 a.m. 

Upon resuming 11:45 a.m. 

MR. MCCUTCHEON: We've agreed off the 
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record that I will take this under advisement and 

we'll see if we can work out some terms on which 

those can be produced for the receiver. 

BY MR. BELL: 

250. Q. Changing gears again, sir, Rideau, 

you know what I'm talking about with that 

company? 

A. Absolutely, 256 Rideau. 

251. Q. And so who owns the Rideau company? 

252. 

253. 

254. 

255. 

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. 

Q. 

256 Rideau? 

A. 

Q. 

director? 

A. 

And are you an officer or director of 

I am. 

Are you the sole officer and 

No, Walter Thompson and I are. 

Q. And do you -- you tell me, what 

assets does 256 Rideau have? 

A. 

Q. 

The property at 256 Rideau in Ottawa. 

And other than that property, does it 

have anything else? 
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No. 

Does it have a bank account? 

Yes, it does. 

And where is its bank account? 

A. 

Q. 

A. 

Q. 

A. At 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. 

259. Q. And is there a loan agreement between 

260. 

261. 

262. 

TSI and Rideau? 

A. I would have to check. 

have been the one to create it. 

I wouldn't 

Q. Sorry, I may have jumped 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 too 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 which 

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. If 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: 

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. 

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 switch gears 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 Singh, 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? 

Correct. A. 

Q. And you were the sole officer and 

director of MC Victoria, correct? 

A. I 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? 

A. I was an officer and director. 

don't believe I was the only one. 

Q. And does MC Victoria own any 

property? 

A. No. 

I 
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And does it have a bank account? 

It might but it's not active. 

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. 

shareholder? 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

You mean as a partner or a 

Yes. 

No, no, just as a borrower. 

And how about RS Consulting Group? 

No, just they were partners in deals. 

You had no interest in them? 

No. 

Or no involvement in them? When I 

say involvement, I mean, like, you don't do any 

work for them? 

them? 

of them. 

A. 

Q. 

A. 

Q. 

No. 

You're not an officer or director of 

Well, I'm not an officer or director 

And just can you briefly explain to 
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me what you understood Tier 1 Transaction 

Advisory Services Inc. to do? 

A. In terms of their global fundraising 

for us? 

280. Q. Yes. 

A. Yeah. Tier 1 Transaction was an 

organization created by Raj Singh to raise 

syndicated mortgage funds to 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. 

281. Q. And is the same true for RS 

282. 

Consulting Group? Did it have the same role? 

A. No. RS Consulting was Singh's 

personal holding company and did not -- was not 

involved 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 is 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 it the role you 

described? Is that what it was paid for? 

Well, Tier 1 was paid -- 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 on 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, I 

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 due 

diligence fee, and that money was deducted off 

the closing proceeds and 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. 

286. Q. Do we have those? 

287. 

A. 

has them. 

Q. 

I don't have them. I believe Harris 

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. 

Q. 

A. 

Q. 

them then. 

A. 

No. 

You never sold its interest in them? 

No. 

I won't ask you how much you paid for 

Square root. 

Q. Right. 

MR. BELL: We should go off the record for 

a second. 

Off-the-record discussion 11:58 a.m. 

Upon resuming 11:59 a.m. 

BY MR. BELL: 

Q. So we may come back 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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Okay. 

That's not accurate. 

So what involvement did they have in 

My daughter Sarah was employed by the 

development companies to -- her function was as a 

marketing director. 

Q. 

A. 

Okay. 

And she started in 2013 and was let 

go in the fall. 

by? 

Q. 

A. 

Q. 

A. 

So she was employed by -­

Hm-hmm. 

Sorry, which company was she employed 

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. 

297. 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-dollar 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. 

A. 

And other than that, anyone else? 

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. 

301. Q. Fair enough. And your wife never 

302. 

worked with any of the Davies development 

companies? 

A. Not in a formal capacity, no. 

Q. And did she ever draw a salary or 

issue an invoice or anything of that nature? 

A. No. 

303. 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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304. Q. And have a read through anything you 

305. 

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 

companies 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 shareholder" 

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? 

extent. 

A. 

Q. 

A. 

Q. 

I do and Dianna Cassidy to a limited 

To the five-thousand-dollar limit? 

Hm-hmm. 

And we've talked about Traditions 

Development Company. I'm right that that's Mr. 

Stewart's? 

A. 

Q. 

Bruce Stewart, yes. 

And it's his equivalent of Aeolian 

for a short name? 

A. That's right. 

Q. And do you have any interest in that 
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No. 

And as far as you know, it's Mr. 

Stewart's company? 

A. 

Q. 

Oh, yes. 

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. 

314. Q. And what --

315. 

316. 

317. 

A. 

Q. 

A. 

I mean 

Sorry. Go ahead. 

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. 

Q. Can you just briefly describe for me 

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 to that 

question to KSV where I outlined in detail 

Q. Perfect. Well, let's not retread 

those waters then. 

So, sir, I want to talk to you about 

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 

Aeolian 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. 

Q. The first question I have is in 

relation to a cheque that Aeolian received from 

an entity, I just want you to see it, 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. 

A. 

Q. 

Who owns Guildwood Condominiums? 

Raj Singh. 

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 2013? 

A. Development consulting fees. 

326. 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, or the 

basis of an understanding with Singh to help him 

develop the Guildwood project, I was only 

involved at the time of -- with McMurray. 

So 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 

Singh, 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, just 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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EXHIBIT NO. 2: Cheque from 1416958 

Ontario Inc. to Aeolian Investments 

Limited dated March 25, 2013 for 

$136,842.53. 

BY MR. BELL: 

Q. And sorry, sir, just so that I have 

your evidence clearly on this, other than this 

invoice, was it your evidence that all other 

funds were paid on account of your consulting 

services to the Guildwood project were paid to 

Memory Care companies? Did I get that right? 

A. I believe so. There might have been 

another cheque from RS or the numbered company, 

but it's in relation to the Guildwood project. 

My recollection is that when Bruce joined us and 

we formed Memory Care, that I rolled that 

consulting contract into the umbrella. 

Q. And I'll show you another ... I'm 

happy to pull out the cheque if it helps you, 

sir, but are you aware, because you seem to know 

these numbers, do you remember a numbered company 

named 1703858 Ontario Limited? Does that number 

ring a bell? 

A. 170, yeah. That's -- I can't -- it's 

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. 

170 company? 

A. 

Q. 

And what was your shareholding in the 

I believe it was 33 percent. 

It was equal three thirds, and did 

you hold those shares personally or did you hold 

them through Aeolian 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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333. Q. And does 1703858 have any assets 

334. 

335. 

336. 

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 Aeolian 

$277,084 on June 4th, 2014? 

A. It would have been consulting fees. 

Q. 

A. 

Q. 

Those are consulting fees as well? 

Yeah. 

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 or 

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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337. Q. And did it have a banking facility at 

RBC as well? 

A. I believe it did. 

338. Q. And are you a signing authority for 

the company? 

A. I would be, yes. 

339. Q. The only signing authority? 

A. Now, yes. Stewart might have been. 

340. Q. But now it would be just you? 

A. Yes. 

341. Q. And do you know the numbered company 

342. 

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 

Aeolian Investments Limited. I'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: 

Q. 

A. 

Sorry, when you say, "this", that's-­

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, yeah. 

Q. So it was a loan on 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. 

A. 

Q. 

And this is part of that? 

No, this is a separate loan for me. 

And so do you understand why the memo 
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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 1st, 2015 for a hundred thousand 

dollars, just had memo: Loan. 

A. 

Q. 

That's a loan. 

And so do I have it your evidence is 

that Aeolian borrowed a total of 214,000 -­

sorry, $204,800 from this numbered Ontario 

company? 

A. 

Q. 

A. 

Q. 

Yeah. Yeah. 

And did Aeolian pay back those funds? 

No. 

And if I go to your assets, is that 

listed as one of the liabilities on the assets 

and liabilities to your affidavit? 

A. 

Q. 

No, it's not. 

And is it your position that you 

still -- that Aeolian still owes 2174217 Ontario 

Inc. $204, 800? 

A. 

Q. 

Yes. 

And what did Aeolian do with the 

funds it borrowed? 

A. I don't recall offhand. 
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355. Q. Why did Aeolian have to borrow funds 

356. 

357. 

358. 

359. 

360. 

361. 

362. 

363. 

in 2014 and 2015? 

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? 

right? 

A. Almost 2 million. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Two million? 

Rm-hmm. 

And was it Aeolian that funded that? 

Yes. 

In its entirety? 

Yes. 

And then Andrew Davies is your son, 

Yes. 

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 
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I have it right, yes. I'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 it to Aeolian. 

364. Q. I see what you're saying. So he got 

365. 

366. 

367. 

368. 

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. 

Q. 

A. 

Q. 

Fees. 

Sorry, management fees? 

Hm-hmm. 

And did Aeolian invoice TSI or TSSI 

for those management fees? 

A. 

Q. 

Yes. 

And you have copies of those 

invoices, do you? 

A. 

Q. 

I imagine Dianna would. 

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. 
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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. 

Q. 

I do. 

And MCIL transferred approximately 

$176,000 to Aeolian over a period of time. We 

have the invoices. Would that too have been 

management fees? 

A. 

Q. 

Yes. 

We've covered that off. And 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 
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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. 

Q. 

A. 

That's correct. 

No other services? 

No. 

376. 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 $121,000? 

MR. MCCUTCHEON: Sorry, I think it's dated 

2015. 

THE DEPONENT: You're talking about the 

two-hundred-thousand-dollar cheque? 

BY MR. BELL: 

377. Q. I'm sorry, that explains what's going 

on. I have two different cheques. I'll hand 

them both to you. I apologize. 

There's a cheque from Tier 1 to Aeolian 
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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. I'll give those both to you, and are you 

able to explain to me what those two cheques 

represent? 

A. 

Q. 

A. 

Q. 

Yeah, loans to Aeolian. 

From Tier 1? 

Yeah. 

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 repaid 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. 

380. Q. Oh, what we were talking about 

earlier where you got the 125 and RSCG got 375? 

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. 
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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. 

382. 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. 

383. Q. I'm going to ask your counsel to 

384. 

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: I'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 
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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. 

387. Q. And what was the purpose for 

388. 

389. 

390. 

borrowing the $121,000? 

A. The same. 

Q. 

A. 

Sorry? 

The same. 

Q. You have no specific recollection of 

needing either the 121,000 or the $200,000? 

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? 
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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, 

2015 and cheque for $121,000 dated October 

20, 2014. 

BY MR. BELL: 

Q. 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 Aeolian 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. BELL: 

Q. 

A. 

I'm now done. 

Yeah, income splitting was the 
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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. 

A. 

Your income tax burden? 

Yeah, John Davies' income tax burden. 

395. 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 
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circumstances by which the Royal Foreign Exchange 

withdrawal was made for $325,000 in December 

2014. 

A. Where does it show that? 

396. Q. 

there. 

I'll show you. It's on page 2 right 

397. 

398. 

A. Oh, that's the purchase of our home 

in Arizona. 

Q. 

the house? 

A. 

Q. 

purchased? 

So that went towards the purchase of 

Yes. 

And when was the house in Arizona 

A. I'm going to say the closing was the 

27th or 28th of December. 

399. Q. 2014? 

400. 

A. 2013. 

Q. 

A. 

2013? 

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: And we'll mark that account 

statement Mr. Davies just looked at as Exhibit 5. 

EXHIBIT NO. 5: Business account statement 

for Aeolian Investments dated December 31, 
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2013 to January 31, 2014. 

MR. MCCUTCHEON: 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 Aeolian to 

Davies Family Trust in the amount of $2,000 dated 

September 9, 2015, and the final cheque is a 

cheque made out to Royal Bank of Canada but the 

re line is: 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' 
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examination. 

EXHIBIT NO. 6: Cheques from Aeolian 

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. 
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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-dollar, was that all from 

Aeolian? 

A. 

Q. 

trust then? 

A. 

Yes. 

And it would have flowed through the 

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.S. dollars to Davies 

Arizona Trust. 

BY MR. BELL: 

407. Q. Then, sir, e~rlier today when you 

talked about the liens, you mentioned that the 
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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 shares 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 coach 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 
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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. 

409. 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? 
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A. 

Q. 

And the house. 

Trust is? 

A. 

Q. 

Can you tell me what the Chase Davies 

There is no Chase Davies Trust. 

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. 

is at Chase. 

Q. 

memo line? 

A. 

Q. 

Well, the Davies Arizona Trust's bank 

So is that your handwriting on the 

No, it's just my signature. 

Do you know who is filling out the 

memo line on the cheques? 

A. 

Q. 

Dianna Cassidy. 

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. 

415. Q. And you've reviewed those cheques I 

just showed you? 

A. Yeah. 
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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 Aeolian to an Auto One. That name I assume 

rings a 

for car 

bell for you? 

A. Every month. 

Q. And is that -- I'm assuming that's 

leases? 

It is. A. 

Q. 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. 

Q. 

A. 

Q. 

A. 

No, I am through Aeolian. 

You are through Aeolian? 

Yeah. 

And it's just those two cars? 

There were more. They've gone back. 
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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. 

422. Q. And that's what that is, referred to 

in the liabilities attached to your affidavit? 

A. Yeah. 

423. Q. And then there's a cheque to a 

Mayberry Fine Art for $81,000. Tell me what that 

relates to. Do you recall? 

424. 

A. That was the -- Mayberry was where I 

purchased a piece of art from them which has been 

sold. 

Q. 

A. 

And when was the art sold? 

I sold it -- I would say there was 

snow on the ground. Probably January, February. 

425. Q. What did you do with the proceeds 

426. 

from the sale of the art? 

A. They were deposited into Aeolian. 

sold the piece for 80,000. 

Q. And the funds were deposited into 

Aeolian's account? 

A. Yes. 

NETWORK REPORTING & MEDIATION (416) 359-0305 

I 

730 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

427. 

428. 

429. 

June 16, 2017 JOHN EVAN DAVIES - 109 

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. 

Right. A. 

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 $30,000? 

sits with your recollection? 

That 

A. Yeah. It was the shortfall. That 

seems correct. 

MR. BELL: We'll mark the one cheque I did 

show you which is dated March 24, 2013 as Exhibit 

9. 

EXHIBIT NO. 9: Cheque dated March 24, 

2013 from Aeolian to Royal LePage Your 

Community Realty Inc. for $15,000. 

BY MR. BELL: 
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And who's Goodman & Griffin? 

It sounds like a law office. 

It does. I'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. 

A. 

Q. 

A. 

Q. 

A. 

owns Skyview. 

And what was Skyview? 

It's a house. 

And where was it? 

Aurora. 

Who owned it? 

I believe the Davies Family Trust 

435. Q. They still own Skyview? 

436. 

437. 

arrears. 

A. 

Q. 

A. 

Q. 

No, no. It was sold. That's the 

That's the arrears? 

Yes. 

And I think we talked about this, but 

other than the Arizona property, neither the 
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Davies Family Trust nor the Davies Arizona Trust 

own any other real property; correct? 

A. 

Q. 

Correct. 

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 2014? 

A. 

Q. 

A contractor in Arizona. 

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 

2013? 

A. Closing of the house in Arizona. 

Q. And then you refer to CRA liens in 
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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. 

Q. Your personal income tax? 

A. Yes. 

Q. And then I see payments to AIG 

Canada. Do you have insurance policies with AIG 

Canada? 

A. Yeah, car and house, though. 

Q. Just car and house? 

A. Just car and house. 

Q. Do you have a life insurance policy? 

A. No. 

Q. And then Reuben & Christie? 

A. Law firm. 

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. 

Q. I see. And then Arizona Bar IOLTA, 

I-0-L-T-A, does that ring a bell? 

A. 

Q. 

No. Sorry, say that again. Arizona? 

It's AZ Bar IOLTA, I-0-L-T-A. 
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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? There's a 

25,000-dollar payment to the Distillery 

Restaurants. 

A. My son's wedding. 

454. Q. Okay. And then Chestnut Lane, a 

21,000-dollar payment to Chestnut Lane, did that 

455. 

relate to the purchase of property? I can pull 

it up for you if that would help. 

A. When was it? 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 
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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. 

458. Q. Are you aware of purchasing a 

459. 

property in or around August of 2013? 

A. No. I can assure you it's not 

related to the purchase of property. 

Q. 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. 

460. Q. So that would be the explanation for 
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the 34,000-dollar payment to them? 

A. 

Q. 

Commissions. 

And I don't think I asked this 

earlier. Is the property that the Family Trust 

owns in Arizona, is it currently listed for sale? 

A. 

Q. 

A. 

Q. 

No. 

Do you have any intention to sell it? 

Well, let's ... 

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. It'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) 359-0305 

737 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

467. 

June 16, 2017 JOHN EVAN DAVIES - 116 

ask for an undertaking for a copy of that 

appraisal. 

U/A MR. MCCUTCHEON: I'm going to take that 

under advisement. 

minute. 

MR. BELL: Go off the record for one 

Off-the-record discussion 12:56 p.m. 

Upon resuming 12:56 p.m. 

BY MR. BELL: 

Q. 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 200,000? 

A. That's correct. 

468. Q. So obviously basic development fees. 

469. 

470. 

Is that fair? 

A. Yes. Well, not development fees, 

raise fees. 

Q. 

A. 

Q. 

Raise fees? 

Fees for raising money. 

And were you concerned at the time 
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that the quantum of those fees meant that the 

projects were not commercially viable? 

A. 

Q. 

A. 

No, never. 

It never crossed your mind? 

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 f orma 

analysis? 

A. Myself, Walter Thompson, Bruce 

Stewart. 

MR. BELL: And, counsel, I would like an 

undertaking for the pro forma analysis that Mr. 

Davies is referring to. 

U/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 
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counsel has given, so the answer may be there, I 

think, but specifically with relation to 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. 

A. 

Q. 

Roughly speaking? 

Yeah. 

And then after making payments that 

were required under the loan 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 going 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 
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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 would only support a certain amount 

going in. We would then take that project. We 

would advance it further down the road. We might 

obtain 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 qualified for 

construction financing, and then we would 

raise ... the Tier 1 money, as you know, was only 
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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. 

477. 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. 
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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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BETWEEN: 

LENORE JACKSON 

- and -

JOHN EV AN DA VIES, 

JUDITH LENORE DA VIES 

- and-

GREGORY HARRINGTON HARRIS 
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WHEREAS John Evan Davies ("Davies") was issued One Hundred (100) Common Shares in 
the capital ofMuskoka Holiday Properties Ltd. ("the Shares'') on the 7111 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 discretionru.y family trust, to be entitled the "Davies 
Family Trust"; 

AND WHEREAS this Declaration of Trust is made on the 11 111 day of December, 2000 ru.1d 
constih1tes the Davies Family Tmst for which Davies was originally holding the Shares. 

BETWEEN: 

LENORE JACKSON, ofthe CityofLondon and Province of Ontario 

(hereinafter called the "Settlor") 

OF THE FIRST PART 

- ru.1d -

JOHN EV AN DA VIES, JUDITH LENORE DA VIES ru.1d 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 tra.J.lsferred to the Trustees a settlement object 
described in more detail in Schedule I attached hereto (hereinafter called the "Settlement 
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 a.J.ld do hereby covena.J.lt and agree as follows. 
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1. DEFINITIONS 

1.1 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: 

(a) any and all expenses incurred in and about the management of the Trust Estate and the 
assets thereof as detemrined by the Trustees to be chargeable to income; 

(b) such further or other sums in each year as the Trustees in their sole and absolute 
discretion consider to be proper allowances, reserves, deductions, disbmsements and/or 
outgoing in accordance with generally accepted accounting principles; and 

(c) 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. 

1.2 Plural Gender, etc. 

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 Settler 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 munber of the party or parties referred to as each case requires. 

1.3 For greater clarity and certainty: 

(a) 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 tin1e to time in place of any present or other substit11ted Trustee 
dying, retiring or being incapable or unwilling to act, or who may be replaced from tin1e 
to time under the provisions hereof; 

(b) 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 talcen 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. 

1.4 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, cmmtry or other jmisdiction in which the majority of the 
Trnstees reside, and the situs of all property of the Trnst shall be conclusively deemed to be in 
the jurisdiction in which the Trnst 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 inm1ediate to the common ancestor. 

1.6 Beneficiaries 

"Income Beneficiaries" at any particular time shall mean Jolm Evan Davies, Judith Lenore 
Davies and the children of Jolm Evan Davies, namely Andrew Jolm 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 Jolm Evan Davies, Judith Lenore 
Davies and the children of Jolm 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 Beneficiruy; 

"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 Trnstees may detennine by instrument in writing signed by each of them 
and delivered in counterparts to eve1y adult beneficiary living at the time of the signing 
of such instrument. 
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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 Settlement 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 born outside marriage nor a person who comes witilln the description 
traced through another person who was bom outside marriage, provided that any person who has 
legally been adopted shall thereafter be regarded as having been born in lawfi.tl wedlock to his or 
her adopting parents and any person who is bom outside marriage and whose natural parents 
subsequently 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 regarded as having been 
born in lawful wedlock to his or her parents. 

"Issue" 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 Income Ta."'C Act, S.C. 1970-71-72, c.63, as amended, or such provision or 
provisions, as amended, from time to tinie, 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 Ta.-..: Act. 

1.10 Expenses 

The expenses in connection with the adntlnistration of this Trust, including the remuneration and 
charges of the Trustees hereinafter provided for and in connection with the investment and 
reinvestment of any part of the Trust Estate and the collection of income and other smns 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 Estate. 

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 an all Beneficiaries hereof, without any appeal 
therefrom and in making any such decision, and they shall not be required to maintain an even 
hand an10ng 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 Iris 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 DA VIES FAMILY TRUST 

2.1 The purpose of the Davies Family Trust is to hold shares or other investments. The 
Tmstees, 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 m1y other reason 
whatsoever. 

3. PAYMENTS BEFORE TIME OF DIVISION 

3.1 Subject to Paragraph 3.5 hereof, the Trustees shall hold the Trust Estate and until the time 
of division they may from tinie 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 m1d in such proportions as the 
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Trustees may determine, all or so much of the capital of the Trust Estate as the Trustees from 
tin1e to time dete1mi11e 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 tem1s 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 bas, 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 m1y 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, m1d 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, lUlder 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 absolute discretion detennine. 
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4. DISTIUBUTION 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 more 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 writing either 
revocably or irrevocably appoint having regard to: 

(a) 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; 

(c) the ability and willingness of the various Capital Beneficiaries to be responsible 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 
talce 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: 

4.2.1 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 twenty-one (21) 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 pa.ti 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 
Tmst") 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 anlong 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 (21) years such Child's part shall be added to 
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the capital of the share of the Tmst Estate hereinbefore directed to be held in trust for such 
person and shall be dealt with as part thereof. 

Notwithstanding anything in this Tmst contained, the Tmstees 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 trnst 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 Tmstees 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 
ammmts 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 Trnstees 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 after 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 transfe1Ted 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. 

4.2.3 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 Tinie of Division, the Trustees shall set aside in a separate tmst (hereinafter also 
called the "Survivor's Trnst") 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 as part thereof 

On the date when the first of the Children of the Predeceased Child has reached the age of 
twenty-one (21) years (hereinafter also called the "Date of Sub-Division"), the ftmds 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 mallller 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 ''Alternate 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 17.2 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, 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 attaclunent, sequestration, execution, writ, judgment, order or other 
proceeding (including without limiting the generality of the foregoing, any banlcruptcy 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 tenns 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-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 comt 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 not to make any election or elections, determinations, distributions 
and/or allocations for the purposes of the Income Tax 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 Income Ta.,"t Act enabling them to do so, in order to 
allocate for purposes of the Income Ta.,"t 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 anlount out of the accmnulating income in any year sufficient to enable such 
Beneficiary to pay any increased liability of his or hers under the Income Teo:: Act resulting from 
any election made by such beneficiary and the Trustees pursuant to any provisions of the Income 
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 a.11 il1fa.nt 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 accunmlating 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 Prefe1Ted 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 Trustees Indemnified-No Liability 

It is understood and agreed that each and every Trustee of this Trust (including successor 
Trustees) shall be deemed to have assun1ed 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 hannless 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, permitted 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 
en-or in judgment. 

7.2 No Deemed Indemnity of One Trustee by Another 

No Trustee shall be deemed to have indemnified any other Trustee 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 liable for any debt or other obligation of 
the Trust, notwithstanding that such debt or obligation is incmTed or assunied for the benefit of 
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and h1 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 Tmst is interested, and to secure such Trustee (or any other person tmdertaldng 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 sectll'ity. 

7.3 No Liability unless Wrongful 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 confonnity, 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 
banlcruptcy, 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 
occasioned by error in judgment or oversight on Iris or her part, or for any other loss, damage or 
nrisfortune which may happen in the execution of the duties oflris 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 acctU'acy 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 tin1e to 
time comprising the Trust (subject only to any specific charge or seclll'ity from time to time 
given by them in the carrying out of this Trust) as security to them for the payment of all smns 
and monies wlrich 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 tin1e, or from time to tin1e, 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 Trnstees 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 Tmstee purporting to act in the execution of the Tmsts or in the purported exercise of the 
power and authority hereby confeITed or in perfonning any duties herein imposed shall be liable 
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 !mown 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 Trnstees, 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 tlmt the 
Trnstees 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 retumed 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. 

7.8 Not Liable for Debts 

The Trustees shall not 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 tennination of this Trnst as provided by this 
Indenture. 

7.9 Insurance 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 tmcollectible; provided that the Trustees 
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shall be liable for the payment of premiums only to the extent of the assets from time to time 
available in their hands to satisfy the premium payments. 

7.10 Exercising of Discretions 

Every discretion or power in this Indenture or by law confen-ed 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 tin1e to time 
deem advisable, and further, any Trustee, \vith the consent of Iris, 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 lrim, her or it, by delivering to the other Trustee or Trustees an 
instrument in writing delegating the same, or any part thereof, to 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 instnunent 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, docunient, instrument, promissory note, bill of lading, commercial instrun1ent 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 contracts, 
documents, instruments, pronrissory notes, bills oflading, commercial instruments or other paper 
writings required to be signed, executed in the foregoing manner 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 entitled in any specific instance to 
authorize any one or more of their number or any other person, finu or corporation to execute 
contracts, docun1ents 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 acc01mts operated on 
behalf of the Trust at any chartered battle or trnst company or other financial institution. 

8.3 Incapaci!l' of a Trustee 

In the event that any Trustee herein shall be so incapacitated by reason of illness or infinnity that 
he or she is temporarily incapable of acting as a Trustee hereunder and of empowering any other 
Trustee hereunder to act on Iris 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 Iris 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 pem1anent incapacitation) then the 
Trustee shall be deemed to be unable to act and the provision for substitution of a Tmstee shall 
become applicable. 

9. RECORDS AND ACCOUNTING 

9.1 Trust Records and Limit on Dull' 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 Tmst. 

9.2 Successor not Liable for Predecessor Trustee 

No successor Trustee shall be required or be under any duty to exan1ine, 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 heretmder, or for any other reason, inclucling 
his or her death, is no longer a Tmstee, 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 Tmstees shall 
render a final account and report to the Capital Beneficiaries entitled to receive the Trust Estate 
at such time 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 onritted 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, rema.indermen, or other persons who might then or thereafter have or 
claim any interests under this Indenture, and no such Income Beneficiary, remaindenuan, 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- Bankruptcy- 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 banlcruptcy or 
insolvency proceedings (whether voluntary or compulsory) or if he or she shall be declared 
banlcrupt or insolvent, or if such Trustee, being a corporation, shall enter into liquidation, 
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 to 
appoint trustees in Paragraph 10.2 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 heretmder 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 insinunents 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 tmsteeship 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. 

765 



22 

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 temporadly 
incapable of acting hereunder, then a new person entitled to appoint Trustees or persons in 
respect of whom such authority 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 beha1£ 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 pennanent 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 banlcrupt 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 
banlcruptcy 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 Tmstees 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 Iris or 
her delegate as provided for in Paragraph 1.14 m1d the same shall be effective at the later of the 
time that the persons entitled to appoint Trustees is by the terms of tltls fadenture unable to act as 
persons entitled to appoint 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 m1y 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 pemmnently attached to, tlris 
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Indenture and all the provisions of this hldenture shall be read and have effect as though 
references to the persons entitled to appoint Trustees or the consent of the persons entitled to 
appoint Tntstees 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 fraud 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 reimbmsement 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 herellllder. 

11. TRUSTEES' POWERS 

11.1 Widest Latitude and Discretion 

The term "powers", as used in this Paragraph, shall be deemed to mean and include 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 Tmstees otherwise would have by law, 
and shall be in addition to any powers necessarily or reasonably implied from the tem1s 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 tlie powers and capacities that a natural person 
would have in the investment, management, supervision and administration of his or her own 
properties, except as limited by the terms of this Indenture. 

11.2 Trust Deed SelfwContained 

The Trustees shall be entitled to exercise their said powers and authority in their sole and 
absolute discretion, whenever, and as often, from time to time, as they shall deem advisable lllltil 
actua1 and final distribution of the Trust Estate and the termination of the Trust, without 

767 



24 

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 provisions 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 tinrn, and as the Trustees in their sole and absolute unfettered discretion determine, and it 
is fhrther provided that no single exercise of any such power or authority and no one 
performance or non-perfonnance 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. 

11.4 General and Specific Powers 

In order to remove any doubts, and for the sake of greater clarity and certainty, but without in 
any way linuting the generality and broadness of the powers hereinbefore or hereinafter 
elsewhere in tlus 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 linlit 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 thereof 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 wllich 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 properly 
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 detemline, whether or not the same be legal 
for investment of trust :ftmds. 

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 a nominal · 
consideration or without consideration. 

Companies 

11.4.5 To incorporate any company or companies tmder 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 fom1 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 attaclling to any secmities held by them and to make payment 
therefor and to consent to or pru.iicipate in dissolutions, reorganizations, consolidations, mergers, 
pooling agreements, reconsh'Uctions, amalgan1ations, voting trusts, or sales affecting securities of 
companies held by them and in such com1ection 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 conunittee 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 to 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 bondholders' or 
creditors' protective committee; to present proposals; to oppose proposals presented; to approve 
or disapprove what is discussed, and to protect against any matter or tiring which the Trustees 
might consider contrary to the best interest of this Trust; to deposit securities hl 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 tl1e mterests 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, whetl1er or not they would be 
authorized ill vestments 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 
and 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 includmg, 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 tenn 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 tenn or tem1s 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 buildlngs therein or to be placed thereon, and 
upon such covenants, tenns, conditions, agreements, and provisions as to them shall seem 
proper; and in co1111ection therewitl1 to make, execute, aclrnowledge and deliver any and all 
instruments that may be necessary, proper or desirable, hlcludlng, without limiting the generality 
oftl1e foregoing, powers of attorney. 

11.4.11 
property. 

To renew and keep renewed any mortgage or mortgages upon any real or personal 

11.4. 12 To acquire, from time to tin1e, 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 fomtlng 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 swns by way of 
equality of partition. And for these purposes, power to 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 mortgage 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 truces, 
assessments, insurance, repairs, depreciation, obsolescence, and general maintenance of 
buildings, and any other property fanning 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 inunovable, as a 
partner, as a general parhrnr 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 Tmstees 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; 

771 



28 

(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; 

(c) 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 remtllleration 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 re1mmerate such employees; and to b01TOW 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 usual commercial accotlllting practice applicable to any such business 
and may set aside such reserves as the Trustees in their discretion consider appropriate and may 
ta1ce the allowances and adjustments proper in any type of business. Provided nevertheless that 
the Trustees' decision as to the an10tl11t of the net annual profit of any such business sha11 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 heretmder 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; to exercise all rights with regard to such retained or acquired insurance as the policy 
contracts grant to the owner thereof; to pay premitl111S 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. 

11.4.22 All tem1s 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, finns or corporations other than the Beneficiaries and to give security therefor as 
the Trustees may in their discretion decide. 

11.4.26 To borrow money from themselves individually or from others, either without 
security or upon the secmi.ty 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 othe1wise 
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 \Vherever the Trustees may be directed or authorized to pay or apply the annual 
net income of the Tmst 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 tin1e or tin1es during such year are hereby 
specifically auth01ized and empowered to make reasonable estimates of the annual net income 
for such year in order to ascertain the an10unt 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 Tmstees 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 such year, and the Tmstees shall not be obliged to talce any steps 
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to 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 fom1al 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 tenns 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 
detem1ination 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 san1e unregistered or ill 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 otheiwise 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 
otheiwise of any of them, any or all income tax credits or allowances and other adjusbnents 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 as the Trustees in their sole discretion shall from time to time see fit. 

11.4.37 In the event of the Trust Estate or any po1tio11 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 mvestments 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 docm11ents and the receipt and payment 
of money, and to deten11ine 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 rein1burse themselves from and out of income or capital 
of the Trust Estate as they consider proper for all other necessarily and properly incurred 
expenses in the administration of the Trnst. 

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 infonnation obtained from any lawyer, 
finandal 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 tin1e 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 monies 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 investment of the nature and kind hereby authorized. 

11.4.43 Notwithstanding anything herein to 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 maldng payment to 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 
should 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 conclusive 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, drafts, or any other mercantile, 
commercial or security docun1ent of any nature or kind, and to enter into contracts or agreements 
of any nature or kind, with such bank or tmst 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 fom1s as may be requil"ed to open accounts, operate same and related matters, 
shall be completed in the requil"ed manner and on the fonns required by such bank or trnst 
company, and to designate the signing authority for any such account or acc01mts 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.l 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 Trustees or the Trustees' 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 Trnstee hereof, and also Iris 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 wlrich 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 tmtil 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 to 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, weeldy 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 
infant); 

( 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 fm1ds 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 Tmstees; 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 Ul1der the same tenns and 
conditions and powers confe1Ted 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 Tmstees shall pay to the said infant all of the said redelivered 
payments together with any accunmlated income as yet unpaid to the said minor eamed thereon. 
Without limiting the generality of the foregoing, such redelivery of such minor's payments may 
talce the fonn 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 h1 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 fonn in which the investment may be at the time ofultin1ate 
distribution to the infant. 

Neither the Trustees nor the person receiving and redelivering to the Tmstees 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 an1endment 
hereto to a person in te1ms of a relationship to another person detemlined by blood or marriage 
shall not include a person born outside marriage, nor a person who comes witllin the description 
traced through another person who was born outside marriage, provided that any person who was 
born 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 lawful wedlock to the 
adopting parent or parents. 

15. PERPETUITIES 

15.1 Should the rnle of law commonly lmown as The Rule Against Perpetuities apply to this 
Trust or any part thereof, and but for this paragraph this Tmst or any part would be void as a 
result thereof, then each such trust or part thereof created hereunder shall in any event tenninate 
twenty-one (21) years after the death of the last survivor of such of the Beneficiaries (both of 
capital and of income) of such trust 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 into any conmrnnity of 
property which may exist between any such person and his or her consort, but shall only be paid 
by the Trnstees hereunder 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 properly 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 Settler, is divested of any power whatsoever to 
revoke this Trust or to modify its terms or to anlend this Indenture in any respect whatsoever. 

It is fmiher 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 settlement and gift to the Trustees as provided in 
this Trust Indenture, nor is the Settlor 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 Settler, 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 Trustees from tin1e to time appointed shall be entitled to receive 
reasonable fees for their services, 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 san1e 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 intei:pretations of this Indenture. 

IN WITNESS WHEREOF the parties hereto have hereunto set their hands and seals as of the 
date hereh1before mentioned. 

IGNED, SEALED AND DELNERED 
1 the presence of 

-
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Appendix ''J" 



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: 

I. 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. 

2. The Trustee of the trust is John Evan Davies. 

3. There is no tax identification number of the trust because all tax events and 
consequences will be distributed or attributed under I. R. C. §871 to the 
Trustmakers all of whom are non-resident aliens living in the United States less 
than 183 days a year. 

4. Title to assets held in the trust shall be titled as: 

John Evan Davies, Trustee of the Davies Arizona Trust, 
dated December 19, 2013. 

5. 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. 

6. 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. 

7. The tenns 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. 

8. 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 
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PROVINCE OF ONTARIO ) 
) SS, 

CITY OF TORONTO ) 

This instrument was acknowledged before rne 011 ·• ~ 13, by Joh1:}~yan 
Davies, as Trustee. 
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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 or 
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 pertinent 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 terms of this 
agreement or the authority of our Trnstee, 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 
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authority. Third parties are not liable for any loss resulting from their reliance on a written 
statement by our Tmstee 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 Identification 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 or death (as the case may be) shall govern, 
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 govern. 

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. 

(c) 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 beneficiary, 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 

791 



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 thenKserving 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 Co Trustee 

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 CoTrnstee will not become a successor Trustee upon the death, 
resignation, or incapacity of the Tmstee 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 powers of the CoTrustee and the appointing Trustee cannot 
exceed the powers of the appointing Trustee alone. The Tmstee appointing a CoTmstee 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, trnst 
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 Tmstee 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 Co Trustee, if any, or, if 
none, by the party designated to succeed the incapacitated Trustee will tenninate 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 
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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 Trnstee 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 Tn1stee'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 tmst beneficiary within the meaning of Internal 
Revenue Code Section 672(c). 

An Independent Special Trustee shall exercise all fiduciaiy powers granted by this trust unless 
expressly limited elsewhere in this instrument or by the Trustee in the instrnment appointing the 
fudependent Special Trustee. An Independent Special Trustee may resign at any time by 
delivering written notice to the Trustee. 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 ministerial, given to the initial 
Trustee named under this agreement. 

(Remainder of page intentionally left blank.) 

2-3 

793 



Section 3.01 

Article Three 
Administration of Trust Property 

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 purpose. 

Any undistributed net income is to be accumulated and added to principal. 

Section 3.03 Termination of the Davies Ari:zona 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 stilpes. 

(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 after 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 trust 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: 

Our 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 beneficiaris 
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. 

5-1 

796 



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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Section 6.01 

Article Six 
Trust Administration 

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 could 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 
detennines, 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 fudependent Tmstee may distribute assets to or for the benefit of a beneficiary, our 
Tmstee may appoint the property subject to our Trustee's power of distribution in tmst 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 
instmment; and 

the interests of remainder beneficiaries of the trust created under this instrument 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. 
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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 ex.tent 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 constnied 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 Our 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 
unborn, 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 costs 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 is a partner, stockholder, officer, director, 
or corporate affiliate in any entity employed to assist or advise our Trustee may still receive the 
Trnstee's share of the compensation paid to the entity. 

Section 6.09 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 Income 

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 annual 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 born 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 duties 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 extent 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 Beneficiaries. 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 to 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 rny 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 Tmstee in this trust. During the time a delegation under this Section is in effect, 
the Trustee to whom the delegation is made rnay 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 
was 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, irrevocably 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 Tmstee 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 tmst 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 trnst 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 elections 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 Authority to Terminate Trusts 

Our Trustee may tenninate 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 
trust property. Our Trustee will distribute the trust property from a tenninated 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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Section 7.01 

Article Seven 
Our Trustee's Powers 

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. §§ 14-1081 S and 14-10816 are specifically incorporated into this 
trust. 

Our Trustee shall exercise the Trustee powers in the manner our Trustee determines to 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 
beneficiaries. 

Our Trustee may have duties and responsibilities in addition to those described in this trust. 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. Jn 
making investments, our Trustee may disregard: 

whether a particular investment or the collective trust investments will produce a 
reasonable rate ofretum 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 trust is diversified; and 
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whether any trnst investment would traditionally be classified as too risky or 
speculative for trnsts. 

We expressly waive any duty to diversify trnst 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 rnle, prudent investor mle, or any other rule or law 
which restricts a fiduciary's ability to invest, to the extent the mle 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 tmst 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. 

Our 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 to any trust or Trustee. 

Section 7.05 Business Powers 

If the tmst 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 Trnstee 
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 has 
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, purchase, 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 Trnstee. 

Section 7.06 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 Trnstee is also serving as a Trnstee. 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 7.0B Environmental Powers 

Our 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, rnle, 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 trust or to any Trustee. 

Our Trnstee 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 Trnstee is not liable for any loss or reduction in value sustained by the trust 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 contributed 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 fann 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 loan. 

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 contained in a policy or permitted by 
the issuing insurance company. 

Upon tennination 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 tenn or payable on demand, with or without interest, and secured or unsecured. 

Our Trustee may encumber any trnst 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. 

Section 7.12 Nominee Powers 

Our Trustee may hold real estate, securities, and any other property in the name of a nominee or 
in any other form, without disclosing the existence of any tmst or fiduciary capacity. 

Section 7.13 Oil, Gas and Mineral Interests 

Our 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 on terms and for a price that our 
Trustee 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 anangements 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. 

Section 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 oust 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 
tennination 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, maintain, 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. Our 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 anangements 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 7 .17 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 a 
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 Securities1 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 tJ.ust 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 custodian 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 fiducia1y 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, Euroclear, 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 Trnstee, 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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Section 8.01 

Article Eight 
General Provisions 

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 distributions of net income, the remaining trust 
property vests in and shall be distributed to the beneficiaries entitled to receive 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, bankrnptcy 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 goveming 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. Our Trustee may take 
action under this Section for any purpose our Trustee considers appropriate, including the 
minimization of any taxes in respect of the trust 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 2041and2514 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 
university; 

specialized, vocational, or professional training or instruction at 
any institution, as well as private instruction; and 

any other curriculum or activity that our Tmstee considers useful 
for developing a beneficiary's abilities and interests including 
athletic training, musical instmction, 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 Tmstee 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 Tmstee. 

(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 
individuars 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 individual 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 
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allocates property to separate trusts or trust shares, references to a majority refer 
to a majority of each separate trust or trust share. 

(g) 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, unless 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. 

(i) 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. · 

(j) 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 manner. 

(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. 

(I} 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 not 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 fuitial 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 tmst. The term Trustee refers to singular or plural as the context 
may require. 

( q) Trustmaker 

Trustmaker has the same legal meaning as Grantor, Sett/or, 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. 

(a) Multiple Originals; Validity of Paper or Electronic Copies 

This hust 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. 

(c) 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 trust 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. 

(e) 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 return 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 return 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. 

(f) 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 tmst 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 irrevocable 
trust agreement is effective when signed by all Trustmakers, whether or not now signed by a 
Trustee. 

Andrew John Davies, Trustmaker 
Dated: 

~~~~~~~~~~ 

S~es, Tmstmaker 

parent of Walter 
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Certification of Trust for the 
Davies Arizona Trust 

Under A. R. S. § 14· 1 I 013, 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: 

I. 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. 

2. The Trustee of the trust is John Evan Davies. 

3. There is no tax identification number of the trust because all tax events and 
consequences will be distributed or attributed under I. R. C. §871 to the 
Trustmakers all of whom are non-resident aliens living in the United States less 
than 183 days a year. 

4. Title to assets held in the trust shall be titled as: 

John Evan Davies, Trustee of the Davies Arizona Trust, 
dated December 19, 2013. 

5. 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. 

6. 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. 

7. The tenns 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 tenns 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. 

8. 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 

Page I 

820 



821 

PROVINCE OF ONT ARIO 

crrY OF TORONTO 

This instrument was acknowledged before m.e on 
Davies, as Trustee, .. ,·· 
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ON-THE-MARK APPRAISAL 

APPRAISAL OF 

LOCATED AT: 

35410 N. Ridgeway Dr. 
Carefree, AZ 85377 

FOR: 

B of I Federal Bank 
4350 La Jolla Village Drive, Suite 140 

San Diego, CA 92122 

BORROWER: 

John Davies 

ASOF: 

December 9, 2015 

BY: 

Mark Kaegi 
Certified Residential Appraiser 

3369143 
File No. OTM-390 
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ON-THE-MARK APPRAISAL 

Axis Appraisal Management Solutions, Inc. 
B of I Federal Bank 
4350 La Jolla Village Drive, Suite 140 
San Diego, CA 92122 

File Number: OTM-390 

In accordance with your request, I have appraised the real property at: 

35410 N. Ridgeway Dr. 
Carefree, AZ 85377 

3369143 
File No. OTM-390 

The purpose of this appraisal is to 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 attached report contains the description, analysis and supportive data for the conclusions, 
final opinion of value, descriptive photographs, limiting conditions and appropriate certifications. 

Mark Kaegi 
Certified Residential Appraiser 
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ON-THE-MARK APPRAISAL 

Uniform Residential Appraisal Report 
3369143 

File No. OTM-390 

The ouroose of this summarv aooralsai reoort is to orovide the lender/client with an accurate, and adeauateiv suooorted, ooinlon of the market value of the subiect orooertv. 

ProoertvAddress 35410 N. Ridgewav Dr. City Carefree State AZ ZioCode 65377 

Borrower John Davies Owner of Public Record John Davies/Davies Famllv Trust County Maricooa 

Leaal Descriotion Lot #17 Carefree Grand View Estates Unit 1 MCR 224-26 

Assessor's Parcel# 216-32·102 Tax Year 2015 R.E. Taxes$ 5 160 

Neiahborhood Name Carefree Grandview Estates Mao Reference 66 KU/172 Census Tract 0304.01 

Occuoant IXlowner Tenant I I Vacant Soecia1Assessments$ O IXJPUD HOA$ 750 [Xloervear [ loermonth 

" ProoertvRiohtsAooraised Xi Fee Slmoie I I Leasehold I lather (describel 

Assianment Tvoe I I Purchase Transaction IX Refinance Transaction I I Other (describe) 

Lender/Client B of I Federal Bank Address 4350 La Jolla Village Drive Suite 140 San Diego CA 92122 

is the subiect orooertv currentiv offered for sale or has it been offered for sale in the twelve months orior to the effective date of this aooraisai? [ ] Yes IX I No 

Report data source(s) used, offering price(s), and date(s). ~A~r~m~l~s~-----------------------------------1 

I LJ did LJ did not analyze the contract for sale for the subject purchase transaction, Explain the results of the analysis of the contract for sale or why the analysis was not performed. 

Contract Price $ Date of Contract is the orooertY seller the owner of oublic record? I I Yes I I No Data Sourcelsl 

• is there any financial assistance (loan charges, sale concessions, gift or downpayment assistance, etc.) to be paid by any party on behalf of the borrower? LJ Yes LJ No 

If Yes, report the total dollar amount and describe the items to be paid. 

Note: Race and the racial composition orthe nelahborhood are not aonralsal factors. 

~:~:~,~-=-~,~~~~~~~::~ >-~: ,c~,_- 11 ~~'.~~f~:~-~-:::~~;~ !ff; ,-;'.'.~ 9!J'.~~U~ltii~~SfJ:19~i~~ ~l~ff Pf~~e~t ~~~ii 4~e~%~~;~){ 

Location Urban X Suburban Rural Prooertv Values lncreasina X Stable Decllnlna PRICE AGE One-Unit 75 % 

• Buiit·Uo Xl Over75% 25-75% Under 25% Demand/Suooiv Shortaoe X In Balance Over Suooiv $!000) fvrsl 2-4 Unit % 

: Growth I Rae id X Stable Slow Marketino Time Under 3 mths X 3-6 mths Over 6 mths 750 Low 6 Muiti·Familv % 

Neighborhood Boundaries North·Black Mountain East·Tom Darlinaton Drive South·Carefree 2 274 Hioh 51 Commercial % 

~ Hiahwav. West·Black Mountain. 1 300 Pred. 15 Other Mtn Psv 25 % 

Neighborhood Description Carefree Grandview Estates is conveniently located on the south rim of Black Mountain. Located within the town of Carefree 

the area is known for native sonoran desert Jandscaoe and mountain views. Sublect located close to main commercial area of Carefree and with 

soeclaltv shoos and dinina. There is convenient access to freewav. recreation schools suooort facilities and amenities. 

Market Conditions (including support for the above conclusions) See attached addendum for market conditions 

Dimensions 206 X 155 X 233 X 161 X 310 Area 1.66 ac Shaoe Rectanaular/Sliaht lrrea. View B·Mtn·Elev·Hilside 

Soecific Zonina Classification R-70 Zonina Descriotion 70 000 SF Per Slm1le-Familv Dwelling 

Zonina Comoliance [ X Leaal [ l Leaal Nonconformina !Grandfathered Use) [ l No Zonina [ l lileaai (describe) 

is the highest and best use of the subject property as improved (or as proposed per plans and specifications) the present use? [R)Yes 0 No if No, describe. Hiahest and 

best use "as-ls" sinale familv residential. 

Utilities Public Other (describe) Public Other (descrlbel Otr-slte lmnrovements-Tvne Public Private 

Electricity IXI I I Water LXJ Street Asphalt lxJ I I 

Gas IXI I I Sanitarv Sewer [ l x Septic Svstem Alley None I J l J 

FEMA Soecial Flood Hazard Area f lves IXINo FEMA Flood Zone X FEMA Mao# 04013C0690L FEMA Mao Date 10/16/2013 

Are the utilities and off-site imorovements tvoical for the market area? IXIYes I [No if No, describe. 

Are there any adverse site conditions or external factors (easements, encroachments, environmental conditions, land uses, etc.)? lJYes IXJ No if Yes, describe. No visible 

adverse easements or encroachments observed. No readilv aonarent adverse site or external factors known to the subiect 

site. However manv site related Issues are bevond the scope of this assignment. Sublect site is a hillside lot elevated from 

Ridoeview St. but sits below street level on it's 66th place prooer v entrance.Level buildinq envelope with rear downslope. 

'' :fi'.:~ 0:;.<G'ENERAlDEScR!Pifi:lfl~ ;; fiK';ffq;;;i;c::tdllNMrtolJA'.{\)ik'.lJ>• .. •. tKfERrokbts'PRfilfioo:'.:ma1eifaTS!c0nliltinn ti11lk1o'R ,y mal~ilaisiC'd'iidllloli. 
Units ( Xl One I I One with Accessorv Unit XI Concrete Slab ( Crawl Soace Foundation Walls Concrete/ad Floors stag.Trav.TllefOd 

#of Stories 1 I Full Basement I Partial Basement Exterior Walls WdFramd/Stucco/GlassfGd Walls D.Wail/Palnt/Gd 

Tvoe IXIDet. I IAtt. I IS-Det./End Unit Basement Area 0 sn.ft. Roof Surface Bit-uo Foam/Gd Trim/Finish Paint/Good 

XI Existino I I Pronosed l J Under Const. Basement Finish 0 % Gutters & Downsoouts overhang/Scuoo""/Avo Bath Floor Staa.Trav.Tiie/Gd 

Desian (Stvle) Santa Fe/Contemporarv I Outside Entry/Exit l Sumo Pumo WindowTyoe Anod/Thermo/od Bath Wainscot Dec.Tile/Gd 

Year Built 2014 Evidence of [ ] infestation Storm Sash/insulated None/Tvplcal/Avo Car Storaae l J None 

Effective Aae (Yrs) 1 I Damoness [ ] Settlement Screens No Screens Xl Driveway #of Cars 2 

Attic X None Heatino IX I FWA II I HWBB 11 I Radiant Amenities WoodStovefsl #0 Drivewav Surface Pavers 

I Droo Stair Stairs I Other I Fuel Gas/Electric XI Fireolace s # 1 X Fence W.lron XI Garaae #of Cars 2 

I Floor Scuttle Coolina [XJ Central Air Conditionina XI Patio/Deck M"lllPI• X Porch cv.Entry J Caroort #of Cars 0 

I Finished Heated I individual II lather Xi Pool Nea.Edae X Other sna/f,PIUFtn X]Att. I IDet. I I Built-in 

Appliances IXIRefriqerator [XJRanne/Oven X]Dishwasher IXIOisposat IX I Microwave [ Jwasher/Drver r lo11ier (describe) 

Finished area above arade contains: 6 Rooms 4 Bedrooms 3.0 Bath(s) 4 495 Sauare Feet of Gross Livina Area Above Grade 

Additional features (special energy efficient items, etc.). Staaaered travertine Ille floorina, aranlte slab and marble counter tops, custom Antearade African Hardwood 

• cablnetrv,custom celllna fans, 8ft Metal/French doors. seamless wall of alass windows, custom wood celllna details, custom vanltles,lacuzzl tub, surround sound. 

Describe the condition of the property (including needed repairs, deterioration, renovations, remodeling, etc.). C1 ·Kitchen-remodeled-less than one vear 

aao·Bathrooms-remodeled-less than one vear aao·Kitchen has African hardwood cabinetrv. aranite slab/marble counter tons 

custom Wolf/Asko stainless aooliances with 2 subzeros icemaker and built-in espresso machine. Bathrooms custom marble 

counter tops Ronbow sinks custom tile shower surrounds similar custom cablnetrv. Subject has been completelv torn 

down and rebuilt from exterior and all new hiah end finishes and upqrades have been added to the interior. 

Are there any physical deficiencies or adverse conditions that affect the livability, soundness, or structural Integrity of the property? LJ Yes [XJ No If Yes, describe. While no 

nhvsical deficiencies or adverse conditions that affect livabilitv. soundness or structural lntearitv were noted such items are 

aenerallv bevond the exnertise of the aonraiser. These issues are often related to areas that are hidden from the aooraiser's 

view. See limitina condition #5 and comments on oaae three related to aooraiser's definition of "comolete visual insnection." 

Does the property generally conform to the neighborhood (functional utility, style, condition, use, construction, etc.)? lXJYes LJ No if No, describe. Sublect's architecture 

stvle Is In conformitv with the area norms. Functional utllltv is acceptable with adeauatelv sized rooms and an efficient 

I av out. 
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There are 20 comparable properties currentlv offered for sale in the subiect neiahborhood ranolno in Price from$ 685 000 to$ 4 750 000 
There are 11 comparable sales In the subiect neiahborhood within the Past twelve months ranc ina in sale Price from$ 750 000 to $ 2 27 4 000 

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. El Sendero 
Address Carefree AZ 85377 Carefree AZ 85377 Carefree AZ 85377 Carefree AZ 85377 
ProximitvtoSubiect (:)f8',;l:;~)f.~%Zf AF• 0.58 miles NE 1.27 miles NE 0.13 miles SE 
Sale Price $ $ 1 725 000 <,:.•!<t~ti'.fll $ 1 725 000 1/:;,; ;/, /t •ti$ 1486000 
SalePnce/GrossUv.Area .0 00 ft $ 365.08 sa. ft. I ':)'_i,!~'°:• • ·'>;1;0; $ 459.51 so. ft. 18''~"'''' '"'""'" . $ 333.48 so. ft. 
Data Sourcefsl Armls #5238473·DOM 262 Armls #5185971 ·DOM 185 Armls #5243625·DOM 19 
Verification Source(sl Monsoon Tax/Doc#20150794889 Monsoon Tax/Doc#20150377413 Monsoon Tax/Doc#20150230267 
VALUE ADJUSTMENTS DESCRIPTION •!·I$ Ad'ustment DESCRIPTION •(.JS Ad'"'tment DESCRIPTION •(.) s Adiustment 

Sale or Financing ArmLth Armlth Armlth 
Concessions Cash·O Conv·O Cash·O 
Date of Sale/Time s11/15·c09/15 s05/15·c04/15 s04/15·c03/15 
Location N·Res·Gtd N·Res· 40 000 N:R••:F•dr.St:cor;cds 40 000 N·Res·Gtd 
Leasehold/Fee SimPle Fee simole Fee simole Fee simole Fee simole 
Site 1.68ac 2.40ac 0 1.65ac 0 1.78ac 0 
View B·Mtn·Elev·Hilside B;Mtn;Elev;Hllslde B;Mtn;Dsrt Prsv 0 B;Mtn;Elev;Hllslde 
DeslQn (Sivie) DT1:Santa Fe/Contemp DT1;ContemnoratV 0 DT1·Santa Fe 0 DT1 ·Spanish 0 
Qualitv of Construction Q2 Q2 Q2 Q2 
Actual Aae 1 26 100 000 13 0 33 160 000 
Condition C1 C2 0 C2 0 C2 0 
Above Grade Total I Bdrmsl Baths Tola I I BdrmsJ Baths To1a1 IBdrms.I Ba1hs Total IBdrmsl Ba!hs 

Room Count 8 I 4 I 3.0 7 I 3 I 3.1 -15 ooo 8 I 4 I 4.0 -30 000 8 I 4 I 4.0 -15 000 
Gross LMna Area 125 4 495 SQ. ft. 4 725 SQ. ft. ·28 800 3 754 sa. ft. 92 600 4 456 sa. ft. 0 
Basement & Finished Osf Osf Osf Osf 
Rooms Below Grade 
Functional Utilitv Good Good Good Good 
Heatino/Coolino Fau/Cac Fau/Cac Fau/Cac Fau/Cac 
Enerov Efficient Items UPa C.Fans Upa C.Fans Uoa C.Fans Una C.Fans 
Garaae/Carport 2aa2dw 5aa5dw -50 000 4ga4dw -40 000 3aa3dw -20 000 
Porch/Patio/Deck Muf,Cv.Patlo's/Cv.Porch/Balc CV.Patio's/Ct.Yard 10 000 Mul.Pallo's!Oeck/Ct.Yard 0 Muf.Pallo's/Cv.Porch/Oeck 0 
Fireplace 1 Fireplace 3 FlrePlaces -16 000 3 Fireplaces -16 000 2 Fireplaces -8 000 
PoolfAmenltles NegPool/Spa/Bbq/F,Pitl'N.lron Pool/BbafF.PIUW.lron 10 000 PoollSpa/Bba/Fp/W,lron 0 Pool/SPa/P.Blk 15 000 

-30 000 Inf UParades 
• NetAdiustmentlTotall IXI+ I 1- 1$ 20200 IXI+ l J- I$ 

Features - Sim Uog/Oet Gst Casita -30 000 Sim Uoa/Oet Gst Cesita 
16600 IXI+ I 1- 1$ 

125 000 
257 000 

Adjusted Sale Price Net Adj. 1.2% I Net Adj. 1.0% I 
ofComparables GrossAdi. 17.4% $ 1745200 GrossAdi. 14.4% $ 

Net Adj. 17 .3% I 
1 741 600 GrossAdi. 23.1% $ 1 743 000 

I IXJ did LJ did not research the sale or transfer history of the subject property and comparable sales. If not, explain 

Mv research IX I did r did not reveal anv orior sales or transfers of the subiect orooertv for the three vears orior to the effective date of this aooraisal. 
Data source(s) Arm ls/Monsoon tax 
Mv research I I did LX did not reveal anv prior sales or transfers of the comparable sales for the vear prior to the date of sale of the comparable sale. 
Data source(sl Arm ls/Monsoon tax 
Reaort the results of the research and analvsis of the arior sale or transfer hlstorv of the sublect Proaertv and comaarable sales (report additional arior sales on aaae 3). 

ITEM SUBJECT COMPARABLE SALE NO. 1 COMPARABLE SALE NO. 2 COMPARABLE SALE NO. 3 
Date of Prior Sale/Transfer 12/30/2013 01 /29/2001 11 /20/2003 01/02/2013 
Price of Prior Sale/Transfer $1 250 000 $875 000 $1 350 000 $1 830 587 
Data Source(sl Monsoon Tax Monsoon Tax Monsoon Tax Monsoon Tax 
Effective Date of Data Source(s) 12/09/2015 12/09/2015 12/09/2015 12/09/2015 
Analysis of prior sale or transfer history of the subject property and comparable sales Recent Prior sale of the subiect propertv represents a normal arm's 
lenath transaction/Purchase bv the current owner. The Prior sales mice on 12/30/2013 is not reflective of the current exterior 
tear down/rebuild of both exterior and interior. No orior sales or transfers of the comParable sales for the vear Prior to the 
date of sale of the com Parable sales. 

Summaty of Sales Comparison Approach. Com parables chosen mostlv from the same Carefree/Black Mountain comparative market area. 
#1 is approximatelv similar in size with bonus room instead of fourth bedroom and ad lusted for havina detached auest casita 
amenitv. Location adiustment for non securitv aated area. Aae ad ustment as subiect has been rebuilt and is currentlv aoina 
to be occupied with no Phvsical deoreciation. #2 has smaller oross livina area with amenltv adlustment for havlna a 
detached auest casita. Location adiustment offset as althouah #2 is a corner/cul-de-sac lot it does front toward a minor 
feeder street. #2 does share similar hiah end interior uParades. #3 has similar aross livina area. Aae adiustment aoolied as 
subject has been rebuilt and Is currentlv aoina to be occupied with no physical depreciation. Interior uparade adjustment for 
subiect's hlah end contemporarv UPQrades and exterior accentina. 
Indicated Value bv Sales Comparison Approach$ 1 7 40 000 
Indicated Value bv: Sales Comoarison Aooroach $1 7 40 000 CostAooroach (ifdeveiooed) $ 1 846 700 Income Aooroach (If develooed) $ 0 

Heaviest consideration alven to the sales comoarlson aooroach.Cost aooroach sublect to obsolescence factors. Income aooroach was not deemed reliable within 

this orlmarilv owner occuoled area. All comoarables were considered In the fin al estimate of value with a heavier welahtlna on comoarables 1-3 as thev are most 

• similar In terms of aross llvlna area. 

• This appraisal Is made IXJ "as is," LJ subject to completion per plans and specifications on the basis of a hypothetical condition that the improvements have been completed, 
0 subject to the following repairs or alterations on the basis of a hypothetical condition that the repairs or alterations have been completed, or 0 subject to the following required 

• inspection based on the extraordinary assumption that the condition or deficiency does not require alteration or repair: 

Based on a complete visual Inspection of the Interior and exterior areas of the subject property, defined scope of work, statement of assumptions and·llmltlng 

conditions, and appraiser's certification, my (our) opinion of the market value, as defined, of the real property that is the subject of this report Is$ 1,7 40,000 

as of 12/09/2015 , which is the date oflnsnection and the effective date of this appraisal. 
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ON-THE-MARK APPRAISAL 

Uniform Residential Appraisal Report 
INTENDED USE, INTENDED USERS AND PURPOSE: 

3369143 
File No. OTM-390 

As Indicted In the USPAP Comoliance Addendum oaaes, the lender/client Intends this aooralsal reoort for use bv B of I Federal Bank and bv Axis Aooralsal 

Manaaement Solutions, actlna as an aaent of the lender In orderlna the aooralsal. The ouroose of this reoort Is a mortaaae finance transaction onlv. The Intended 

users of this aooralsal reoort Include the stated lender/client, anv aaent actlna for the lender, and any other lnstltutlonCs\ Involved In the underwritlna, aooroval, and 

funding of the mortgage loan. The use of this appraisal report by anyone other than the stated Intended users such as an unknown assign, or for any other use than 

the stated Intended use, Is prohibited. No one else, lncludlna the borrower shall relv on the estimate of value or anv other conclusions contained Jn this aooralsal 

reoort. The aooralsal reoort should not be considered as comolete without all addendum oaaes and exhibits. 

INSPECTION OR INSPECT: 

The scone of this asslanment Is based on a visual lnsnectlon of the sublect nroperty and If reauested, a measurement of the orooertv exterior. This annralsal reoort 

Is not a home Inspection report and should not be relied upon to disclose condition of the sublect propertv. Inspect and Inspection terms are not meant to Imply that 

the aooralser Is a home lnsoector or that the aooralsal orocess Involves analvzlna the sublect orooertv to this level of detail. The aooralser Is not a home lnsoector 

and does not oossess this exoertlse. A more aooroorlate term that will be used for the ourooses of this asslanment Is "view" or "vlewlna". 

COMPLETE VISUAL INSPECTION: 

For the purooses of this assignment, the term "comolete visual lnsoectlon" Is defined as a cursorv observation of the subfect property bv the aooralser used to 

describe In aeneral terms the relevant nhvslcal characteristics such as features size and condition of the sublect orooertv. The aooralser has noted the Items 

considered to be relevant, Including Items that may or may not affect the value of the sublect property, The annralser has viewed the subJect property from the 

Interior and exterior as oart of the scope of work for this assl!'.mment. The aooralser did not view the unfinished attic areas or crawl soace areas unless Indicated 

within this report. This vlewlna Is not Intended to discover or note everv minute detail (lncludlna unapparent ohvslcal deficiencies\ reaardlng the sublect orooertv 

lncludlna, but not limited to adverse condition, needed reoalrs, deterioration, unaooarent ohvslcal deficiencies. Anv areas that were not viewed or viewable due to 

• obstacles have been noted In the reoort. The aooralser wlll not move anv oersonal Items In order to view an area due to llabllltv concerns. The user of this reoort Is 

~ encouraaed to retain exoerts In their resoectlve fields for lnsoectlonfs\ concerning potential ohvslcal deficiencies, subsoil conditions, environmental Issues and . . other concerns about the subJect pronertv. as the appraiser Is only an expert In the valuation of real estate • 

"The Scooe of Work for this asslanment Is In accordance with the pre-Printed scooe contained within the bodv of the FNMA form #1004 certification. Anv soeclflc 

client reauests that differ from the ore-orlnted scone are described below and mav $UDersede the ore-orlnted text, but are In the aooralser's oolnlon, comollant with 

current USPAP reaulrements." 

Addition al Scooe of Work: The fee to be nald for the aonralsal reoort Is $560.00 

MARKETING TIME AND EXPOSURE TIME FOR THE SUBJECT PROPERTY: 

A reasonable marketing time for the sublect Is 180 davCsl utlllzlng market condition oertlnent to the aooralsal assignment. ExPosure Time= The estimated lenath of 

time the orooertv Interest belna aooralsed would have been offered on the market orior to the hvoothetlcal consummation of a sale at market value on the effective 

date of the aooralsal, A reasonable exoosure time for the sublect oronertv Is 90·270 davlsl. 

USPAP·DISCLOSURE OF PRIOR SERVICES: 

Appraiser has not provided any service regarding the subject property within the past 36 months. I have not performed any services, as an appraiser or In any other 

capacity, on the sublect property within the three vear period Immediately precedlna acceptance of this assignment. 

··-···>'' '·:··/''. •·· '. X'.r11i;<1tcosr:AfiPR0AcHto•vAU11.Ctrlfifteililll'<ici·i;:,fiiloii1e·Maeli:i):f:f;/(f,t: _, ~y 
::;~~s~~~s~~ , Yt ·::•:tc<J•i .. ---,--~ '::;,:~+ts 

Provide adequate information [or the lender/cllentto renlicate the below cost [inures and calculations. 

Support Jar the opinion or site value (summary or comparable land sales or other methods [or estimating site value) Within the assessor book and map are(216-32) 
encompassina the subiect subdivision there is onlv one closed 4.84 acre land sale on 12/2014 with 7 active listinas that varv 
widelv from 1.79 to 13.66 acres. 7020 E. Staaecoach Pass Dr. 1 4.84 acres closed 12/24/14 @$450 000. Active listina 6816 E. 
Staaecoach Pass #659 1.79 acre $279 000. The estimated site value is suPPorted more bv appraiser knowledae of the area 
ESTIMATED I I REPRODUCTION OR IX I REPLACEMENT COST NEW OPINION OF SITE VALUE,,.,, ' ' ' . . ' . . . . ' . . ' """""" """ ",= $ 275 000 

• Sourceorcostdata Buildina-Cost.Net Dwellina 4 495 So, Ft. @ $ 325.00.' '' '' '' '' '' = $ 1460875 
Quality ratinq from cost service Good Effective date of cost data 12/2015 So.Ft.@$ ...... " "" = $ 
Comments on Cost Approach (qross livinq area calculations, depreciation, etc.) Patio's,Pool,Bba,F.Pit,Features 75 000 
The cost estimates are based on appraiser experience of the Garaqe/Caroort 7 64 Sa.Ft.@$ 26.00 .. "" """ = $ 19 864 . 
area .and supported bv on-line cost data and reflective of the Total Estimate or Cost-New "" """" = $ 1 555 739 
current market. The subiect does not reflect desian or lavout Less 85 Phvsical I Functional I External 

obsolescence. No external obsolescence noted or observed. Deoreciation $14 084 I $20 000 I $0 = $ f 34 084' 
Functional obsolescence assianed for cost of swimmina pool Denreciated Cost or Improvements .. ,. , , .... , . "'"'" """" "" = $ 1 521 655 
versus market return. Please note attached floor plan. "As-is" Value or Site Improvements •• , , , . , , . , ..... "'""'""""' = $ 50 000 

Estimated Remainina Economic Life IHUD and VAonlvl 84 Years INDICATED VALUE BY COST APPROACH ...................... = $ 1846700 
·"< · .............. J'J~< . ,------,~ r :_>:_'.:::~;~){~f~:::-=-; li'Jcor-1EMPBOACf'!TdjTAjjjE' (nbt rea~ic~bvfantli:eM~~ji• ;· :-:::;;;>/r<'.:r~\' ·,- ,. 

;,:>>:~,~~:<~:- =: 

• Estimated Monthlv Market Rent$ 0 X Gross Rent Multiailer 0 =$ 0 Indicated Value bv Income Annroach 

Summary of Income Approach Oncluding support ror rnarkel rent and GRM) The income aooroach was not deemed a reliable market Indicator within 
this primarilv owner occupied area. 

I -: ,._,, -:. >.<::.__,o,-•• ;<:>'- - _ : _-;--: _-,-=-<~-~;~=~'.~;':~'~-~-~~=-=- -;:-:~'=~-=:-: -_o:-;;~(,>-~-i:: ::·,\: '. :: ':~ : '. •··. ts• fikdJE:cnlllK0Ri111Aflot1l:oRl'uolcir~i>6tft~i>ie)'; • , ·••·• "'':\/ •\ ... i'·•·.··· x :,• 
Is the developer/builder In control or the Homeowners' Association (HOA)? I IYes IX]No Unittvpe(s) IX] Detached l JAttached 

Provide the followinq Information ror PUDs ONLY lrthe developer/builder is in control of the HOA and the subiect propertv Is an attached dweilinq unit. 

Leaal name or Proiect 

Total number or ahases Total number or units Total number or units sold . 
Total number or units rented Total number or unils for sale Data sourcelsl . 
Was the project created bv the conversion or an exlstino buildina(s) into a PUD? I Ives l No If Yes, date or conversion. 

~ Does the project contain any multi·dwellinn units? l JYes I JNo 

Are the units, common elements, and recreation facilities complete? . 
Are the common elements leased to or by the Homeowners' Association? 

Describe common elements and recreational facllities, 

Freddie Mac Form 70 March 2005 UAD Version 9/2011 

Dala source(s) 

LJves lJNo If No, describe the status or completion . 

Uves lJNo If Yes, describe the rental terms and options. 
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This report form is designed to report an appraisal of a one-unit property or a one-unit property with an accessory unit; including a 
unit in a planned unit development (PUD). This report form is not designed to 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 value, statement of 
assumptions and limiting conditions, and certifications. Modifications, additions, or deletions to the intended use, intended user, 
definition of market value, or assumptions and limiting conditions are not permitted. The appraiser may expand the scope of work 
to include any additional research or analysis necessary based on the complexity of this appraisal assignment. Modifications or 
deletions to the certifications are also not permitted. However, additional certifications that do not constitute 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 value, statement 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, 
opinions, and conclusions in this appraisal report. 

INTENDED USE: The Intended use of this appraisal report is for the lender/client to evaluate the property that is the subject of 
this appraisal 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 acting 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 typically 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 concessions* granted by anyone associated with the sale. 

*Adjustments to the comparables must be made for special or creative financing or sales concessions. No adjustments are 
necessary for those costs which are normally paid by sellers as a result of tradition or law in a market area; these costs are readily 
identifiable since the seller pays these costs in virtually all sales transactions. Special 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 in the property or transaction. Any adjustment should not be calculated on a mechanical dollar for dollar cost of the 
financing or concession but the dollar amount of any adjustment should approximate the market's reaction to the financing or 
concessions based on the appraiser'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 
to it, except for information that he or she became aware of during the research involved in performing this appraisal. The 
appraiser assumes that the title is good and marketable and will not render any opinions about the title. 

2. The appraiser has provided a sketch in this appraisal 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 appraiser's determination of its size. 

3. The appraiser has examined the available flood 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 conditions (such as needed repairs, deterioration, the presence of 
hazardous wastes, toxic substances, etc.) observed during the inspection of the subject property or that he or she became aware of 
during the research Involved in performing this appraisal. Unless otherwise stated in this appraisal report, the appraiser has no 
knowledge of any hidden or unapparent physical deficiencies or adverse conditions of the property (such as, but not limited to, 
needed repairs, deterioration, 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 
warranties, express or implied. The appraiser will not be responsible for any such conditions that do exist or for any engineering 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. 

6. 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 alterations of the subject property will be 
performed in a professional manner. 
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APPRAISER'S CERTIFICATION: The Appraiser certifies and agrees that: 

3369143 
File No. OTM-390 

1. I have, at a minimum, developed and reported this appraisal In accordance with the scope of work requirements stated in this 
appraisal report. 

2, I performed a complete visual inspection of the interior and exterior areas of the subject property. I reported the condition of 
the improvements in factual, specific terms. I Identified and reported the physical deficiencies that could affect the livability, 
soundness, or structural integrity of the property. 

3. I performed this appraisal In accordance with the requirements of 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 appraisal report was prepared. 

4. I 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. I have adequate comparable market data to develop a reliable sales comparison approach for this appraisal 
assignment. I further certify that I considered the cost and income approaches to value but did not develop them, unless otherwise 
indicated in this report. 

5. I researched, verified, analyzed, and reported on any current agreement for sale for the subject property, any offering for sale 
of the subject property in the twelve months prior to the effective date of this appraisal, and the prior sales of the subject property 
for a minimum of three years prior to the effective date of this appraisal, unless otherwise Indicated in this report. 

6. I 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. I selected and used comparable sales that are locationally, physically, and functionally the most similar to the subject property. 

8. I 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. I have reported adjustments to the comparable sales that reflect the market's reaction to the differences between the subject 
property and the comparable sales. 

10. I verified, from a disinterested source, all information in this report that was provided by parties who have a financial interest in 
the sale or financing of the subject property. 

11. I have knowledge and experience in appraising this type of property in this market area. 

12. I am aware of, and have access to, the necessary and appropriate public and private data sources, such as multiple listing 
services, tax assessment records, public land records and other such data sources for the area in which the property Is located. 

13. I obtained the information, estimates, and opinions furnished by other parties and expressed in this appraisal report from 
reliable sources that I believe 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 
property, and the proximity of the subject property to adverse influences in the development of my opinion of market value. I have 
noted in this appraisal 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 subject property 
or that I became aware of during the research involved in performing this appraisal. I 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. 

15. I have not knowingly withheld any significant Information from this appraisal report and, to the best of my knowledge, all 
statements and information In this appraisal report are true and correct. 

16. I stated in this appraisal report my own personal, unbiased, and professional analysis, opinions, and conclusions, which are 
subject only to the assumptions and limiting conditions in this appraisal report. 

17. I have no present or prospective Interest In the property that is the subject of this report, and I have no present or prospective 
personal interest or bias with respect to the participants In the transaction. I did not base, either partially or completely, my 
analysis and/or 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 basis prohibited by law. 

18. My employment and/or compensation for performing this appraisal or any future or anticipated appraisals was not conditioned 
on any agreement or understanding, written or otherwise, that I 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 loan 
application). 

19. I personally prepared all conclusions and opinions about the real estate that were set forth In this appraisal report. If I relied on 
significant real property appraisal assistance from any individual or individuals in the performance of this appraisal or the 
preparation of this appraisal report, I have named such lndividual(s) and disclosed the specific tasks performed in this appraisal 
report. I certify that any Individual so named Is qualified to perform the tasks. I have not authorized anyone to make a change to 
any item in this appraisal report; therefore, any change made to this appraisal is unauthorized and I will take no responsibility for it. 

20. I 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 this appraisal report to: the borrower; another lender at the request of the borrower; 
the mortgagee or its successors and assigns; mortgage insurers; government sponsored enterprises; other secondary market 
participants; data collection or reporting services; professional appraisal organizations; any department, agency, or instrumentality 
of the United States; and any state, the District of Columbia, or other jurisdictions; without having to obtain the appraiser's or 
supervisory appraiser's (if applicable) consent. Such consent must be obtained before this appraisal 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. I am aware that any disclosure or distribution of this appraisal report by me or the lender/client may be subject to certain laws 
and regulations. Further, I am also subject to the provisions of the Uniform Standards of Professional Appraisal Practice that 
pertain to disclosure or distribution by me. 

23. The borrower, another lender at the request of the borrower, the mortgagee or its successors and assigns, mortgage insurers, 
government sponsored enterprises, and other secondary market participants may rely on this appraisal 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 signature," 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 original hand written signature. 

25. Any intentional or negligent mlsrepresentation(s) contained in this appraisal report may result in civil liability and/or criminal 
penalties including, but not limited to, fine or imprisonment or both under the provisions of Title 18, United 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 appraisal assignment, have read the appraisal report, and agree with the appraiser's 
analysis, opinions, statements, conclusions, and the appraiser's certification. 

2. I accept full responsibility for the contents of this appraisal report Including, but not limited to, the appraiser's analysis, 
opinions, statements, conclusions, and the appraiser's certification. 

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 appraisal 
report was prepared. 

5. If this appraisal report was transmitted as an "electronic record" containing my "electronic signature," 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 original hand written signature. 

APPRAISER 

Signature 1"\ o=J, 1<.a.~ 
Name Mark Kaegi <J 
Company Name ON-THE-MARK APPRAISAL 
Company Address '-P=O~B=o=x~3~3,_1~1 _________ _ 
CAREFREE AZ, AZ 85377 
Telephone Number "'"48=0,_-5"'9""5'--6"'3""5~0 ________ _ 
Email Address ginakaegi@cox.net 
Date of Signature and Report _12_/_15~/_20_1~5 ______ _ 

Effective Date of Appraisal ~12~/=0~9/~2=0~15~------­
State Certification# ~2"'"16'-1=3~----------­
or State License# ---------------
or Other (describe) State # 

State '-A=Z~----------------­
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 Solutions, Inc. 

Company Name =B=of~l~Fe=d=•'~"~' B~•~nk~--------­
Company Address 4350 La Jolla Village Drive, Suite 140 
San Diego, CA 92122 

Email Address ----------------

SUPERVISORY APPRAISER (ONLY IF REQUIRED) 

Signature _________________ _ 
Name __________________ _ 
Company Name ______________ _ 

Company Address---------------

Telephone Number-------------­
Email Address ---------------­
Date of Signature--------------­
State Certification#-------------­
or State License# --------------­
State-------------------
Expiration Date of Certification or License ______ _ 

SUBJECT PROPERTY 
0 Did not inspect subject property 
0 Did inspect exterior of subject property from street 

Date of Inspection--------------
0 Did Inspect Interior and exterior of subject property 

Date of Inspection--------------

COMPARABLE SALES 
0 Did not Inspect exterior of comparable sales from street 
0 Did Inspect exterior of comparable sales from street 

Date of Inspection--------------
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FEATURE SUBJECT COMPARABLE SALE NO. 4 COMPARABLE SALE NO. 5 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 
Proximitv to Sublect L~;~· >' C'i'>' ·'"''"""' 0.63 miles NE 0.27 miles SW 0.17 miles SE 
Sale Price $ i!"""'';.;<ii•.·7"'~' I$ 1800000 <T•'P'·• .F · d$ 2 200 000 }'}'i';\~;~i '$ ~ 
Sale Price/Gross Liv. Area 

~ 
$ 296.83 so. ft. I .. ••• $ 438.68 so. ft.:······~·· .• ::7·'''' $ 415.60 so. ft. Ii?. 

Data Source(sl Armls #5072861 ·DOM 388 Armls #5026291 ·DOM 188 Armls #5258002·DOM 261 
Verification Source(s) Monsoon Tax/Doc#20150345259 Monsoon Tax/Doc#2014346286 Monsoon Tax 
VALUE ADJUSTMENTS DESCRIPTION DESCRIPTION +(.)SAdiustmenl DESCRIPTION +(.)$Adius!ment DESCRIPTION t(·)SAdiustmenl 

Sale or Financing Armlth ArmLth Listing 
Concessions Cash·O Cash·O ·o -75 000 
Date of Sale!Tlme s05/15·c04/15 s05/14·c05/14 Active 
Location N·Res·Gtd N·Res·Cor 40 000 N·Res·Cds·Gtd 0 N·Res·Gtd 

Leasehold/Fee Simnle Fee simple Fee simple Fee simple Fee simple 
Site 1.68 ac 69750 ac 0 3.54 ac -175 000 1.69 ac 0 
View B;Mtn;Elev;Hilside B;Mtn;Elev;Hilslde B;Mtn;Elev;Hilslde B;Mtn;Elev;Hllslde 
Desfon (Stvlel DT1;Santa Fe/Contemp DT2;Soan/Tuscan 0 DT2;Santa Fe/Contemp 0 DT1;Santa Fe!Contemp 

Qualitv of Construction Q2 Q2 Q2 Q2 
Actual Aae 1 13 0 18 85 000 2 0 
Condition C1 C2 0 C2 0 C1 
Above Grade Total Bdrmsl Balhs Tola! I Bdrrosl Balhs Tola! IBdcm;.I Baths Tola! lsdcm;] Balhs 

Room Count 8 41 3.0 9131 3.0 0 8 I 4 I 3.1 -15 000 10 I 5 I 5.1 -75 000 
Gross LMno Area 125 4 495 so.ft. 6 064 so.ft. -196100 5 015 so. ft. -65 000 6 013 so. ft. -189 800 
Basement & Finished Osf Osf Osf Osf 
Rooms Below Grade 

Functional Utilitv Good Good Good Good 
Heatina/Coofina Fau/Cac Fau/Cac Fau/Cac Fau/Cac 
Enerav Efficient Items Upq C.Fans Upq C.Fans Upq C.Fans UPQ C.Fans 
Garaoe/Camort 2aa2dw 5i:ia5dw -50 000 3aa3dw -20 000 3i:ia3dw -20 000 
Porch/Patio/Deck Mul.Cv.Pallo's!Cv.Porch/Balc Mui.Patio/Mui.Decks -4 000 Mul,Cv.Balconles!Cv.Porch 0 Mul.Cv.Pallo's/Cv.Porch -20 000 
Fireolace 1 Fireolace 2 Fireolaces -8 000 2Wav Fireolace 0 1 Fireolace 
Pool/Amenities NegPool/Spa/Bbq/F.PltJW.lron LapPool/Spa/Bbq/F.PIVP.Blk 0 LapPool/F.PIVBbqlW.lron 10 000 LapPool/Spa/Bbq-Kllch/Blk -10 000 
Features Un rades Sim Upg/Det Gst. Casita -30 000 Sim Upg/Att. Gst Casila 0 Sim Upg/Att.Gst Casita 0 
Net Adiustment (Total) 1·c.· >o I I+ IXI- $ 248100 I I+ !XI- I$ 180 000 I J+ IXJ I$ 389 800 

: Adjusted Sale Price j;t,; " Net Adj. -13.8% Net Adj. -8.2%1 Net Adj. ·15.6% I 
: or Comoarables Gross Adi. 18.2% $ 1 551 900 Gross Adi. 16.8% $ 2 020 000 GrossAdi. 15.6% $ 2109 200 

ITEM SUBJECT COMPARABLE SALE NO. 4 COMPARABLE SALE NO. 5 COMPARABLE SALE NO. 6 

• Date of Prior Sale/Transfer 12/30/2013 01/02/2013 07/16/2008 04/01/2013 
• Price of Prior Sale/Transfer $1 250 000 $1 830 587 $1850000 $1 000 000 
; Data Source(s) Monsoon Tax Monsoon Tax Monsoon Tax Monsoon Tax 
• Effective Date of Data Source(s) 12/09/2015 12/09/2015 12/09/2015 12/09/2015 

Summary of Sales Comparison Approach Comparable #4 has laraer aross livlna area with den and media room option Instead of fourth 
bedroom and adiusted for havina detached auest casita amenitv. Location adiustment for non securitv aated area . . 
Comoarable #5 is an old sale but utilized as it is one of the onlv sales from the same Carefree Grand View Estates. #5 is 
similar to the subiect with full interior remodel and floor to cellina i:ilass walls. #5 is laraer with an attached quest casita that 
Is Included within the i:iross livini:i area as It can be accessed from the main dwellini:i. Ai:ie adjustment as subiect has been 
rebuilt and is currentiv i:ioini:i to be occupied with no Phvsical depreciation. Comparable #6 is a current active iistina within 
the immediate Carefree Grand View Estates subdivision. Listina adlustment aooiied for tvPical neaotiations and sales to list 
orice ratio. #6 has much laraer aross livina area with an attached auest caslta that is included within the aross livina area as 
it can be accessed from the main dwellina. 
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C 1 The improvements have been very recently constructed and have not previously been occupied. The entire structure and all components are new and the dwelling features no 
physical depreciation.' 

'Note: Newly constructed improvements that feature recycled materials and/or components can be considered new dwellings provided tflat tile dwelling is placed on a 100% new 
foundation and tile recycled materials and the recycled components /Jave been rehabilitated/re-manufactured into like-new condition. Recently constructed improvements that have 
not been previously occupied are not considered "new" if tfley have any significant physical depreciation (i.e., newly constructed dwellings that have been vacant for an extended 
period of time without adequate maintenance or upkeep). 

C2 The improvements feature no deferred maintenance, little or no physical depreciation, and require no repairs. Virtually all building components are new or have been recently 
repaired, refinished, or rehabilitated. All outdated components and finishes have been updated and/or replaced with components that meet current standards. Dwellings in this category 
either are almost new or have been recently completely renovated and are similar in condition to new construction. 

'Note: The Improvements represent a relatively new property that is well maintained with no deferred maintenance and little or no physical depreciation. or an older property that has 
been recently completely renovated. 

C3 The improvements are well maintained and feature limited physical depreciation due to normal wear and tear. Some components, but not every major building component, may 
be updated or recently rehabilitated. The structure has been well maintained. 

'Note: I he improvement is in its first-cycle of replacing short-lived building components (appliances, floor coverings, HVAC, etc.) and is being well maintained. Its estimated effective age 
is less than its actual age. It also may reflect a property in which the mlj}ority of short-lived building components have been replaced but not to the level of a complete renovation. 

C4 The improvements feature some minor deferred maintenance and physical deterioration due to normal wear and tear. The dwelling has been adequately maintained and requires 
only minimal repairs to building components/mechanical systems and cosmetic repairs. All major building components have been adequately maintained and are functionally adequate. 

'Note: The estimated effective age may be close to or equal to its actual age. It reflects a property in which some of the short-lived building components have been replaced, and some 
short-lived building components are at or near the end of their physical life expectancy; however, they still function adequately. Most minor repairs have been addressed on an ongoing 
basis resulting in an adequately maintained property. 

C5 The improvements feature obvious deferred maintenance and are In need of some significant repairs. Some building components need repairs, rehabilitation, or updating. The 
functional utility and overall livability is somewhat diminished due to condition, but the dwelling remains useable and functional as a residence. 

'Note: Some significant repairs are needed to tile improvements due to t/1e lack of adequate maintenance. It reflects a property In which many of its sflort-lived building components are 
at tile end of or have exceeded t11elr pflysica/ life expectancy but remain functional. 

C6 The Improvements have substantial damage or deferred maintenance with deficiencies or defects that are severe enough to affect the safety, soundness, or structural integrity 
of the Improvements. The Improvements are in need of substantial repairs and rehabilitation, Including many or most major components. 

'Note: Substantial repairs are needed to t11e Improvements due to tile lack of adequate maintenance or property damage. It reflects a property wlt/1 conditions severe enougfl to affect 
the safety, soundness, or structural integrity of tile Improvements. 

Quality Ratings and Definitions 

Q1 Dwellings with this quality rating are usually unique structures that are individually designed by an architect for a specified user. Such residences typically are constructed from 
detailed architectural plans and specifications and feature an exceptionally high level of workmanship and exceptionally high-grade materials throughout the interior and exterior of the 
structure. The design features exceptionally high-quality exterior refinements and ornamentation, and exceptionally high-quality Interior refinements. The workmanship, materials, and 
finishes throughout the dwelling are of exceptionally high quality. 

Q2 Dwellings with this quality rating are often custom designed for construction on an individual property owner's site. However, dwellings in this quality grade are also found in 
high-quality tract developments featuring residences constructed from individual plans or from highly modified or upgraded plans. The design features detailed, high-quality exterior 
ornamentation, high-quality interior refinements, and detail. The workmanship, materials, and finishes throughout the dwelling are generally of high or very high quality. 

Q3 Dwellings with this quality rating are residences of higher quality built from individual or readily available designer plans in above-standard residential tract developments or on 
an Individual property owner's site. The design includes significant exterior ornamentation and interiors that are well finished. The workmanship exceeds acceptable standards and 
many materials and finishes throughout the dwelling have been upgraded from "stock" standards. 

Q4 Dwellings with this quality rating meet or exceed the requirements of applicable building codes. Standard or modified standard building plans are utilized and the design includes 
adequate fenestration and some exterior ornamentation and interior refinements. Materials, workmanship, finish, and equipment are of stock or builder grade and may feature some 
upgrades. 

Q5 Dwellings with this quality rating feature economy of construction and basic functionality as main considerations. Such dwellings feature a plain design using readily available or 
basic floor plans featuring minimal fenestration and basic finishes with minimal exterior ornamentation and limited Interior detail. These dwellings meet minimum building codes and are 
constructed with Inexpensive, stock materials with limited refinements and upgrades. 

Q6 Dwellings with this quality rating are of basic quality and lower cost; some may not be suitable for year-round occupancy. Such dwellings are often built with simple plans or 
without plans, often utilizing the lowest quality building materials. Such dwellings are often built or expanded by persons who are professionally unskilled or possess only minimal 
construction skills. Electrical, plumbing, and other mechanical systems and equipment may be minimal or non-existent. Older dwellings may feature one or more substandard or 
non-conforming additions to the original structure. 

Definitions of Not Updated, Updated, and Remodeled 

Not Updated 
Little or no updating or modernization. This description Includes, but Is not limfted to, new homes. 
Residential properties of fifteen years of age or less often reflect an original condition with no updating, if no major components have been replaced or updated. Those over fifteen 
years of age are also considered not updated if the appliances, fixtures, and finishes are predominantly dated. An area that is 'Not Updated' may still be well maintained and fully 
functional. and this rating does not necessarily imply deferred maintenance or physical /functional deterioration. 

Updated 
The area of the home has been modified to meet current market expectations. These modifications are limited In terms of both scope and cost. 
An updated area of the home should have an Improved look and feel, or functional utility. Changes that constitute updates include refurbishment and/or replacing components to meet 
existing market expectations. Updates do not Include signillcant alterations to the existing structure. 

Remodeled 
Significant finish and/or structural changes have been made that Increase utility and appeal through complete replacement and/ or expansion. 
A remodeled area reflects fundamental changes that include multiple alterations. These alterations may include some or all of the following: replacement of a major component 
(cablnet(s), bathtub, or bathroom tile), relocation of plumbing/gas fixtures/appliances, significant structural alterations (relocating walls, and/or the addition of square footage). 
This would include a complete gutting and rebuild. 

Explanation of Bathroom Count 

The number of full and half baths Is reported by separating the two values by a period. The full bath Is represented to the left of the period. The half bath count is represented to the 
right of the period. Three-quarter baths are to be counted as a full bath In all cases. Quarter bat11s (baths that feature only toilet) are not to be included In the bathroom count. 
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Abbreviations Used in Data Standardization Text 

Abbrev. Full Name Appropriate Fields Abbrev. Full Name 
ac Acres Area, Site in Interior Only Stairs 
AdjPrk Adjacent to Park Location Lndfl Landfill 
AdjPwr Adjacent to Power Lines Location LtdSght Limited Sight 
A Adverse Location & View Listing Listing 
Armlth Arms Length Sale Sale or Financing Concessions MR Mid-Rise Structure 
AT Attached Structure Design(Style) Mtn Mountain View 
ba Bathroom(s) Basement & Finished Rooms Below Grade N Neutral 
br Bedroom Basement & Finished Rooms Below Grade NonArm Non-Arms Length Sale 
B Beneficial Location & View op Open 
BsyRd Busy Road Location 0 Other 
cp Carport Garage/Carport 0 Other 
Cash Cash Sale or Financing Concessions Prk Park View 
CtySky City View Skyline View View Pstrl Pastoral View 
CtyStr City Street View View PwrLn Power Lines 
Comm Commercial Influence Location Pub Tm Public Transportation 
c Contracted Date Date of Sale/Time ~ Recreational (Rec) Room 
Conv Conventional Sale or Financing Concessions Reio Relocation Sale 
CV Covered Garage/Carport REO REO Sale 
CrtOrd Court Ordered Sale Sale or Financing Concessions Res Residential 
DOM Days On Market Data Sources RT Row or Townhouse 
DT Detached Structure Design(Style) RH Rural Housing - USDA 
dw Driveway Garage/Carport SD Semi-detached Structure 
Estate Estate Sale Sale or Financing Concessions s Settlement Date 
e Expiration Date Date of Sale/Time Short Short Sale 
FHA Federal Housing Authority Sale or Financing Concessions sf Square Feet 
g Garage Garage/Carport sqm Square Meters 
ga Garage -Attached Garage/Carport Link Unknown 
gbi Garage - Built-In Garage/Carport VA Veterans Administration 
gd Garage - Detached Garage/Carport WO Walk Out Basement 
GR Garden Structure Design(Style) WU Walk Up Basement 
GlfCse Golf Course Location WtrFr Water Frontage 
Glfvw Golf Course View View Wtr Water View 
HR High Rise Structure Deslgn(Style) w Withdrawn Date 
Ind Industrial Location & View Woods Woods View 

Other Appraiser-Defined Abbreviations 

Abbrev. Full Name Appropriate Fields 

----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
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Abbrev. Full Name 
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----
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----
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----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
----
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Appropriate Fields 
Basement & Finished Rooms Below Grade 
Location 
View 
Sale or Financing Concessions 
Design(Style) 
View 
Location & View 
Sale or Financing Concessions 
Garage/Carport 
Basement & Finished Rooms Below Grade 
Design(Style) 
View 
View 
View 
Location 
Basement & Finished Rooms Below Grade 
Sale or Financing Concessions 
Sale or Financing Concessions 
Location & View 
Deslgn(Style) 
Sale or Financing Concessions 
Design(Style) 
Date of Sale/Time 
Sale or Financing Concessions 
Area, Site, Basement 
Area, Site, Basement 
Date of Sale/Time 
Sale or Financing Concessions 
Basement & Finished Rooms Below Grade 
Basement & Finished Rooms Below Grade 
Location 
View 
Date of Sale/Time 
View 

Appropriate Fields 
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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. 

Utilities/Mechanical: 

Although property was vacant at time of inspection all utllltles/mechanicals and water were on and in working order at time of 
inspection. 

Subject property square footage/gross living area: 

The subject according to the Maricopa County Assessor Is listed at 4,270 square feet In GLA. The appraiser 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 method for calculating Gross Living Area 
(GLA) based on ANSI 2765-2003. 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 report the measurements recorded in the sketch are deemed accurate as of the 
time and date of the report. 

Subject teardown and rebuild reflects property age/new year built: 

Within the Maricopa County/Monsoon Tax system the age/year built of the property has changed to 2014. The following 
commentary is from the homeowner. Identity 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 being multi-story. The average 
square footage is around 5,295 square feet and age/year built ranging from 1979-2014. Over the past 12 months there were 
only 2 closed sales and 3 current active listing. 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 to year built being 2014. With com parables selected that had a significant age difference a market 
based adjustment of $5,000 per year for physical depreciation was utilized. 

Minimum property items 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 kitchen 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 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. View adjustments were derived by 
paired sales analysis. Properties 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 residential properties. 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 differential as both views 
provide the privacy of having no other residential properties directly behind them. 

Superior/Inferior upgrade adjustments and their value: 

The upgrade adjustments are derived by the main factor of how the market gives value for certain upgrades over others and 
not the total cost spent to incorporate the upgraded features. In figuring out market value the concept of paired sales 
analysis was utilized 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 perceives the 
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Lender: B of I Federal Bank 

dollar amount of adjustment. 

Sublect Features: 

The subject Is a custom built Santa Fe Contemporary style home of wood framed/stucco construction with built up foam roof 
but having metal trellis patio and roof accents, wall of glass windows along with extensive paver entry, driveway and 
travertine tile exterior decking. 

Interior Upgrades: Upgrades and amenities 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, 8 foot trench doors and sliding doors, 
Cantilevered balcony, recessed lighting throughout. 

Subject 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 
items and not a dollar for dollar return on what the item cost to build. 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(llke a swimming pool or property fencing). By isolating theses features and 
looking at the difference In sales prices between the properties will give 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 detectors in the subject.property. 

Predominant sales price: 

the "predominant sales price" is the closest approximate sale price which occurs most often or frequently within an identified 
neighborhood. It is not necessarily a reflection of the subject's estimated value, but is used to identify the most common 
sales price within that specific neighborhood. 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 stability. 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, etc., are not prevalent at 
this time. Typical 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 1004mc in the last 3 months can include expired, canceled and withdrawn listing as well as those active listings that 
came on market in that 3 month period plus those that are still on market that have come on market in the 4 to 6 months ago 
period or the 7 to 12 month ago period. The difference between the two areas of the report is this; the me form also looks at 
wlthdrawns, 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 properties are still comparable with the 
subject. 

Additional Client Commentary/Information request: 

Comparable search expanded. only 1 truly comparable sale 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 1962. The com parables chosen do represent the best com parables and with the stable market over the 
past 12 months do not require any time adjustments. 

Addendum Page 2 of 2 
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ON-THE-MARK APPRAISAL 

Market Conditions Addendum to the Appraisal Report 
3369143 

File No. OTM-390 

The purpose of this addendum Is to provide the lender/client with a clear and accurate understanding of the market trends and conditions prevalent in the subject neighborhood. This Is a required 
addendum for all aooraisal reoorts with an effective date on or after Anril 1 2009. 
ProoertvAddress 35410 N. Ridaewav Dr. Citv Carefree State AZ Zia Code 85377 
Borrower John Davies 

Instructions: The appraiser must use the information required on this form as the basis for his/her conclusions, and must provide support for those conclusions, regarding housing trends and 
overall market conditions as reported In the Neighborhood section of the appraisal report form. The appraiser must fill in all the information to the extent it is available and reliable and must provide 
analysis as Indicated below. If any required data Is unavailable or Is considered unreliable, the appraiser must provide an explanation. It is recognized that not all data sources will be able to 
provide data for the shaded areas below; if it is available, however. the appraiser must Include the data in the analysis. If data sources provide the required information as an average Instead of the 
median, the appraiser should report the available figure and Identify it as an average. Sales and listings must be properties that compete with the subject property, determined by applying the criteria 
that would be used bv a nrosnective buver of the subiect nronertv. The annraiser must exnlaln anv anomalies ln the data such as seasonal markets new construction foreclosures etc. 
!l\ViiOt!l',YAf\~ysjs ·' •.• ·· :·~;: Prior7-12Months Prior4-6Months Current-3Months Overall Trend 
Total# of Comparable Sales (Settled) 7 1 3 X Increasing Stable Declining 

Absorption Rate (Total Sales/Months) 1.17 +--,.,.;:0~.3;:.3;,.,=+--'1'-'.0::.0::__-ll""*"'"ln""'creaslng X Stable Declining 
Total# of Comparable Active Listings ~ 1·:c .::·~~23'0;li<'l\''' 28 ·X·'~ E ~ ,. X Jncie~Slng}j;{/ 
MonthsofHouslngSupply(TotalListings/Ab.Rate) ~ 28 ~ @:~2=.~·~'~ii:J~i)b-~lia;·.s~m~g'~ii;~/~' 
M~J:i!all ~al~ &J.JsiP'rib'llib'.bMi$~1Jiltl~l% Prior 7-12 Months Prior 4-6 Months Current· 3 Months Overall Trend 
Median Comparable Sale Price $1 150 000 $1 250 000 $1 300 000 Increasing X Stable I Declining 

:. Seller-( developer. builder. etc.)paid financial assistance prevalent? I I Yes IX No Declining X Stable I Increasing 

Explain In detail the seller concessions trends for the past 12 months (e.g., seller contributions increased from 3% to 5%, increasing use of buydowns, closing costs, condo fees, options, etc.), 
Armls indicates there were 11 closed sales within the subiect's market area for the oast 12 months. None of those sales 
contained anv 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 ran11in11 from 2 705sf up to 
maximum of 6 645sf. 

Are foreclosure sales (RED sales) a factor In the market? LJ Yes lXJ No If yes, explain (including the trends in listings and sales of foreclosed properties). 
Armls indicates there were 15 closed sales within the sublects market area inthe past 12 months. 2 of those sales were 
either REO/Lender owned or short sales which is 13% of the total transactions in this market area. In reaards to current 
listln11s 0 of the 5 active llstln11s are either foreclosures or short sales. In re11ards to active/pendin11 sales there were no 
foreclosures or short sales. 

Citedatasourcesforabovelnformation. The arizona reaional multlole listina servicelarmlsl was the data source used to comolete the 
market conditions addendum. 

Summarize the above information as support for your conclusions in the Neighborhood section of the appraisal report form. If you used any additional information, such as an analysis of 
pending sales and/or expired and withdrawn listings, to formulate your conclusions, provide both an explanation and support for your conclusions. 
The analvsls used to derive the above market trends data Included llstinas, oendlna sales closed sales, cancelled, exolred and temoorarllv off market llstlnas for the 

oast 6·12 months, In the Identified market nelahborhood. The nelahborhood Is defined as the 1.0 sauare mile arid north and west of Staaecoach oass road. 
Foreclosure actlvltvlREO and Short Sales\ are not a oart of the market area. There are verv few sales which skews the data but with the limited data median 
comparable sales orlces have overall been showing market stabllltv. Median comparable llst prices are steady with aradual Increases lndlcatlna an Improved market. 

Data contained In this form Is based on the data source Identified above, Which the appraiser f;lenerallv believes to be a reliable source of market data. However, the 

aooralser cannot verlfv all of the Information In that data source and cannot auarantee the accuracv of such data or conclusions based thereon. The aooralser 

cannot auarantee future market conditions affectlna the sublect orooertv. 

If the subject is a unit in a condominium or cooperative project, complete the following: Project Name: 

Subject Project Data Prior 7-12 Months Prior 4-6 Months Current · 3 Months Overall Trend 
Total# of Comparable Sales (Settled) Increasing Stable Declining 
Absorption Rate (Total Sales/Months) Increasing Stable Declining 
Total # of Active Comparable Listings 
Months of Unit Supply (Total Listings/Ab. Rate) . ;:.! ';::'':;:. :;~~,'.~~;:~~~'.:.; ~. ~~~;~;::,:;~ ·~ ·= I·: ;~~::~r 
Are foreclosure sales (RED sales) a factor in the project? L Yes LJ No If yes, Indicate the number of RED listings and explain the trends in listings and sales of foreclosed properties. 

Summarize the above trends and address the impact on the subject unit and project. 

APPRAISER 

Signature h o-J. 
Name Mark Kaegl 
Company Name ON-THE-MARK APPRAISAL 

Company Address ~P~O~B=-o=x~33=-1~1'----------­
CAREFREE AZ AZ 85377 

State License/Certification #=2_,_16"'1""3'-------'S'"'ta""t"'e-'-A=Z'--­
Email Address ginakaegi@cox.net 

SUPERVISORY APPRAISER (ONLY IF REQUIRED) 

Signature ___________________ _ 
Name ___________________ _ 

Company Name _______________ _ 

Company Address ______________ _ 

State License/Certification # _______ --=S"'ta"'t"'e __ _ 
Email Address -------------------

Fredd!eMacForm71 March2009 Prod\JCcd using f\Cl software, 800.234.8727 ww1v.aaweb.oom 
Pagelof1 

Fannie Mae Form 1004MC March 2009 
1004MC_2009090009 

837 



Borrower: John Davies 
Property Address: 35410 N. Ridgeway Dr. 
City: Carefree 
Lender: B of I Federal Bank 
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SUBJECT PROPERTY PHOTO ADDENDUM 

Borrower: John Davies 
Property Address: 35410 N. Ridgeway Dr. 
City: Carefree State: AZ 
Lender: B of I Federal Bank 

File No.: OTM-390 
Case No.: 3369143 

Zip: 85377 

FRONT VIEW OF 
SUBJECT PROPERTY 

Appraised Date: December 9, 2015 
Appraised Value: $1,740,000 

REAR VIEW OF 
SUBJECT PROPERTY 

STREET SCENE 
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ON-THE-MARK APPRAISAL 

Case No.: 3369143 
Borrower: John Davies File No.: OTM-390 840 Property Address:35410 N. Ridgeway Dr. 
City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 

Subject north side view 

Subject south side view 

Subject side view 

PIH305212013 



ON-THE-MARK APPRAISAL 

Borrower: John Davies 
Case No.: 3369143 Property Address:35410 N. Ridgeway Dr. 
File No.: OTM-390 841 

City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 

Kitchen Secondary kitchen view 

Family room Dining room 

Bedroom Bathroom 

Prodoced using AC I software, 800.234.8727 wwwaciweb.com PllT6 



ON-THE-MARK APPRAISAL 

Borrower: John Davies 
Case No.: 3369143 
File No.: OTM-390 842 Property Address: 35410 N. Ridgeway Dr. 

City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 

Bathroom tile shower detail Laundry/Utility room 

Media/Theater room Large custom glass/metal front door 

. . 

c·.·.··1 . 
,1 

Bedroom Bathroom 

Prodoced using ACI software, 800.234.8727www.ad\wh.rom PIUG 



ON-THE-MARK APPRAISAL 

Borrower: John Davies 
Case No.: 3369143 Property Address: 35410 N. Ridgeway Dr. 
File No.: OTM-390 843 

City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 

Master bedroom Master bathroom vanity 

Secondary master bathroom view with jacuzzi tub Bedroom 

Swimming pool and spa Backyard/patio area 

ProdoccduslngAClsoftware,800.234.8727\Wll'l.ac:iweh.rom PIH6 



Borrower: John Davies 
Property Address: 35410 N. Ridgeway Dr. 
City: Carefree 
Lender: B of I Federal Bank 

Secondary subject view from street level with paver 
driveway 

Front entry with water feature 

Pool filter equipment and pool heating system 

File No.: OTM-390 
Case No.: 3369143 

State: AZ Zip: 85377 

Front subject entry and garage 

Large paver driveway 

Hot water heater with recirculation pump 

Prodocod using ACI software, B00.234.8727www.aciweb.com 
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ON-THE-MARK APPRAISAL 

Borrower: John Davies 
Case No.: 3369143 
File No.: OTM-390 845 Property Address: 35410 N. Ridgeway Dr. 

City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 

Updated celling fans Ceiling detail 

Subject city views Secondary street view 

Subject views from rear northeast corner Subject views from back patio/pool area 

ProdoccdusingliClsoftware,800.234.8727YNtw.ocioob.oom PHT6 



COMPARABLE PROPERTY PHOTO ADDENDUM 

Borrower: John Davies 
Property Address:35410 N. Ridgeway Dr. 
City: Carefree State: AZ 
Lender: B of I Federal Bank 

File No.: OTM-390 
Case No.: 3369143 

Zip: 85377 

COMPARABLE SALE #1 

35646 N. Meander Way 
Carefree, AZ 85377 
Sale Date: s11/15;c09/15 
Sale Price:$ 1,725,000 

COMPARABLESALE#2 

36601 N. Sidewinder Rd. 
Carefree, AZ 85377 
Sale Date: s05/15;c04/15 
Sale Price:$ 1,725,000 

COMPARABLESALE#3 

6644 E. El Sendero 
Carefree, AZ 85377 
Sale Date: s04/15;c03/15 
Sale Price: $ 1,486,000 
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COMPARABLE PROPERTY PHOTO ADDENDUM 
Borrower: John Davies 
Property Address: 3541 O N. Ridgeway Dr. 
City: Carefree State: AZ 
Lender: B of I Federal Bank 

File No.: OTM-390 
Case No.: 3369143 

Zip: 85377 

COMPARABLE SALE #4 

35802 N. Meander Way 
Carefree, AZ 85377 
Sale Date: s05/15;c04/15 
Sale Price: $ 1,800,000 

COMPARABLESALE#5 

6427 E. El Sendero Rd. 
Carefree, AZ 85377 
Sale Date: s05/14;c05/14 
Sale Price: $ 2,200,000 

COMPARABLESALE#6 

6623 E. El Sendero Rd. 
Carefree, AZ 85377 
Sale Date: Active 
Sale Price: $ 2,499,000 
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PLAT MAP 848 
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 I Federal Bank 



LOCATION MAP 849 
Borrower: John Davies File No.: OTM-390 
Property Address: 3541 O N. Ridgeway Dr. Case No.: 3369143 
City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 



FLOOD MAP 

Borrower: John Davies 
Property Address: 35410 N. Ridgeway Dr. 
City: Carefree 
Lender: B of I Federal Bank 

FLOOD INFORIVIATION 

Community: TOWN OF CAREFREE 
Property is. NOT in e FEMA Special Flood Hezard Area 

Map f\lumheri 04013C0890L 

Panek 0890L 
Zomn X 
Map Oate: 10-16-2013 

FIPS:04013 
Source: FEMA DFIRM 

Sky Flood"" 

File No.: OTM-390 
Case No.: 3369143 

State: AZ Zip: 85377 

LEGEND 

Road View: 
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E&O Declaration Page 

Borrower: John Davies File No.: OTM-390 
Property Address: 3541 O N. Ridgeway Dr. Case No.: 3369143 
C'1ty: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 
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Appraisal License 

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 I Federal Bank 
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AERIAL MAP 853 
Borrower: John Davies File No.: OTM-390 
PropertyAddress:35410 N. Ridgeway Dr. Case No.: 3369143 
City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 



Rebuild photo's from home owner 

Borrower: John Davies 
Case No.: 3369143 
File No.: OTM-390 854 Property Address: 35410 N. Ridgeway Dr. 

City: Carefree State: AZ Zip: 85377 
Lender: B of I Federal Bank 

Procluced using ACI software, 800.Z34.8727\WN1.ad1'1eb.rom PHT6 
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b-dBennett 
Jones 

Sean H. Zweig 
PHl'lllCI' 
Direct Line: 416. 777 .6254 
e-mnil: zweigs@bennettjones.com 

June 21, 2017 

Via E-Mail 

Mr. Michael Beeforth 
Dentons LLP 
Suite 400, 77 King St W 
Tornnto ON MSK OAl 

Dear Mr. Beeforth: 

Bennett Jones LLP 

3400 One First Canadian Place, PO Box 130 

Toronto, Ontario, Canada MSX 1 A4 

Tel: 416.863, 1200 Fax: 416.863.1716 

Re: KSV Kofman Inc. v. John Davies and Aeolian Investments Ltd. (CV-17-1182-00CL) 

856 

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 prnpe1iy 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 Prope1iy. 

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, 4 . ~..,,,,....... / 
_,.>:::~"' , ... -;; .... -/ 

/r"-r'' ,.,...,/.,, .. 
~;;.-;_,,,,...--~ .. /' 

. ,Z/ ,,..... . 
Sean H. Zweig 

cc: David Mccutcheon (Dentons Canada LLP) 
Jon Bell (Bennett Jones LLP) 
Bobby Kofman (KSV Kofman Inc.) 
Noah Goldstein (KSV Kofman Inc.) 

WSLEGAL\074735\00013\!8157394v2 www. be n nett) on es.com 
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Appendix "M'' 



~iit
1

DENTONS 
l • 

June 26, 2017 

SENT VIA !:-MAIL 

Sean Zweig 
Bennett Jones 

Michael Beeforth 

mlchael.beeforth@dentons.com 
D +1 416 367 6779 

3400 One First Canadian Place. 
P.O. Box 130 
Toronto, ON M5X 1A4 

Dear Mr. Zweig: 

RE: KSV v. Davies et al. 

Dentons Canada LLP 
77 King Street West, Suite 400 

Toronto-Dominion Centre 
Toronto, ON, Canada M5K OA1 

'fa:.r&. Salans FMC SNR Denton McKenna Long 
dentons.com 

File No.: 569424-2 

We have your letter of June 21, 2017. We disagree with your position that the property located in Arizona 
is subjectto 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 ahd 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 

~ 
Michael Beeforth 

DMB/ah 

Enclosures 

cc. Jonathan Bell 
David Mccutcheon 
client 

28270847_1 INATDOCS 
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McMurray Street Residences 
Acco1,mis Payable - October 31, 2013 

DATE PAYEE 
08/26/13 441/442/43 Muskoka Glass 

Aug'23/13 The 'Clef Station Restaurant 
July 16/13 Ontario Cutting & Coring 
Aug31/13 SMS Rentals 
June 11/13 Thompson's and Sons Glass 
OctlG/12 Reprodux 
Aug21/13 RkkRlichma 
ci8/i3/13 182 A&R Cleaning and contracting 

2013"01-05 ss RAD Concrete Footing.; and Flooring 
09/24/13 48 Millex Excavation 
0~/24/13 48 Mlllex Excavation 
09}24/13 48 Millex Excavation 

2o13~0MO Simcoe Bloc~ 
08/23/13 Various Central Ontario Mechanical • Lien 

2013·03-12 2013•03~12.Prepare~Surfaces 
Simcoe aJock 

2013-08-10 2,272,860 :Simcoe Block 
07/15/13 McKenzie Aluminum &Vinyl 
09/31/12 665·00000229' BFI. Canada 

a,5s3.85 Lakeland Powet 
2;443;368.00 TSSA 

Aug31/13 BFI Waste 
July31/i3 BFI Wa$fe 
08/28/13 Cafl of the Wild 

07/28/13 015/13 Gabriel Bodor Architect 
08/Z8/i3 018/13 Gabriei a.odor Architect 
03/28/13 006/13 Gabriel B'i:Hfor Archit~ct Marketing Orawlngs 
June3/13 14638 Bryon Patton & Assodates Ltd. 
Aug:LS/13 14639 Bryon Patton & AssoCiates ltd. 
09/30/13 13·.183$ Kieffer Englneering 
03/30/13 i30,30i.OO Atkins & Vein Groll inc. 

Planscape 
4,382.95 Planscapi; 
3;133.45 Planscape 
1,249;50 Planscape 

l>lanscaj:Je 
Planscape 
Pf;mscape 
Planscape 
Planscape 
Planscape 

47,008.00 Planscape 
9/26/2013 3,718 Church and rrought Inc. 
9/25/2013 6,343 Plnesfone Englneerlngltd. 

2013•04-01 Avantl Silrveylrig/ 51 
Aug23/13 Reprodux 
Aprll4,2013 scale Models Plus from Leg~cy Lane 
June 30/13. The Marketing Garage Inc. 
Augii/13 Windstone Rea.I Estate Brokerage 

Sarah Davies 
Aug30/13 70,036;00 Sharon Ei<press 
Aug31/l3 42,495.00 Ryan Design 
Sep 16/i3 One Restau,rant 
Aug23/l3 S<ii'lih Davi.es 
08/22/13 l,71.4 Muskoka Audio Video 
08/28/13 2,'337,648 Metroland Media 

2013·01·09 .2,365;soo Mettoland Media 

859 

Regula t AP to Total Accounts 
Vendor$ JDAP Payable 

2;694.07 2,694.07 
64.16 64;16 

850.00 850.00 
1,545.62 1,545;62 
9;190.10 9,190.10 

so;28 80.28 
5,100.00 S,10.lJ.OO 

904.00 904.00 
l,017,00 1,017;00 

819;25 819.25 
50,850.00 so,aso;oo 
3,277;00 3;27.7.00 
4;80$.71 4,80.!Pl 

62,435.20 62,435.20 
1,356.00 1,356.00 

10;000.00 10;000.00 
1,181.71 1,181.71 

i;3s6.6o 1,356.00 
21.61 21.61 

1;824.89 1,824.89 
84750 847.50 
521.95 521.95 
988.47 988.47 

1,2~5.70 1;235.70 
17,162.44 171162.44 

216.00 216.00 
9;554;39 9,554.39 

18;175;29 1$,175.29 
3·2,082,24 32;082.24 

226.00 226.00 
7,396.64 7,39i;l,64 

9,010;65 9~010;65 

6,270.35 6,270.35 
6;866;60 6,866.60 
1;122.75 i,122.75 

114.99 114.99 
.609.16 609.16 
819.35 819.35 
904.03 904.03 
697:35 i597;35 

1;101.87 1,101.87 
4,341.59 4,341.~9 
1,820.69 1,820:69 
1,436:52 1,436.52 

465:92 465.92 

2;82$.00 2,825.00 
33,900.00 33;900.00 

1,500.00 1,500.00 
36,1SO;OO 36,160.00 
36;923.28 36;923.28 

577,99 577.99 
2,000.00 2,000.00 

2;553.52 2,553.52 
35,538:50 3S,S3fi:SO 

3,553;85 3;553.85 



McMurray Street Residences 
Accounts Payable -Octqber31, 2013 

DATE PAYEE 
09/29/13 2,431;442 Metrolahd Medill 
06/18/13 3,931 Armada 
09/30/13 309,300 Paul Casselman Photogr11phy 
OS/24/13 384 Muskok!.l River Computer 

:.!0:13"02-10 3,983 ltrackMedla inc. 
2013C0:J.-Q9 522,431,785 Bell Canada 
2013·01·09 705·646;2333 Bell Canada 

Aug7/13 Union Ugbtlng 
Aug22/13 Best Buy 
Aug22/13 Best Buy 
Augz4i13 Blooming Muskoka 
Aug 21/13 'Chestnut lane Kitchens & Bath Inc; 
A4g 23/13 Design within Reach 
Aug1!:1/H Gingers 
Aug21/l3 Gingers 
AUg21/i3 Gingers 
Aug 21/13 Gingers 
July 2~/13 Modern Home supply 
Aug12/13 Muskoka Glass 
Aug22/13 Staples 
Augl9/13 Stitchy Lizard 
Aug 19/13 Stitchy Lizard 
Aug22/13 st1tchy uzard 
Augi4/13 The Home. Dep9t 
Aug!S/13 The Home Depof 

2013-06-09 Hank LeMon 
2013·06·06 Maxguard 

PMf Plumblng 
08/24/±3 RlvervJalk 
08/29/13 'Rlverwalk 
08/i4/13 Rlverwalk 
08/24/13 MSCL082413 Dave West Photographer 

14,741.oo Bryan Patton &,Associates 
Toronto Dlgltal Imaging lne. 
Scale Mod.els 
scale. Models 
Thompson & Sons Glass' 
MR Floorlng & cabinetry 
MR Flooring & cabinetry 
MR Floorlng & cabinetry 
Armoured Conmite Forming 

13·0051 Loshaw Drywall & Painting 
.Securitas Canada Limited 
Securitas tanada limited 
Bell ca1fada 
The Horne Depot- Braceb(ldge 
Stichy Lizard 

2013·01-09 8e11Calil!dil 
2013.o:J..10 internet Bell canada 

04/22/09 35420~525 Altus Group 
04/22/09 35220-680 Altus Group 

2010-10-03 deltro·3 Jones Deslaurier 
2013·08-07 The Artstract Company- printing 
2013-08-12 'Bathroom doors 
20l3·08·l2 Bathroom doors 
2013-08-12 Bathroom doors 
'2013"08·16 Atmwd 
2013c08·16 Gravenhurst Home Hardware 

860 

Regular AP to Total Ac,ounts 
Vendors JDAP Paya life 

1;356.00 1,356.00 
:J.76.28 176.28 

6,215.00 6,215.00 
755.00 755.00 

5,S::l7.b0 5;537;00 
93,43 93.43 

2;8nss 2,872.88 
,1,597.98 l,597.98 

138.91 138.91 
s;ss:t.06 '6;881.06 

183.06 183.os 
21,966.99 21,966.99 
26,742.67 26,742.67 
.2,077.02 2,077:02 
2,sn:oo 2;373,00 
1,367;9$ 1,367.98 

625.44 625.44 
13;508.13 13,508;13 
2,500.00 2,500.00 
1,111;80 l,~11.80 

580:84 580.84 
225.00 225;()() 
805.84 805.84 
5.98.82 598.82 
606.29 606.29 

3,973,12 3,973,lZ 
9,084.60 9,084;60 

890.08 890.08 
339;00 339.00 

:t,288;20 1,288.20 
3~143.15 3,143.15 

300;00 300.00 
10,170.00 10,110.00 
31;685.20 31,685.20 
2,647A4 2;647.44 

19,764:70 19,764.70 
a,000.00 8,000.00 

4,463.50 4,463.SO 
11,666.1i 11,666.12 
1,257.13 l,257~13 

11,300.00 11,300.iJO 
1,66fL10 1,661.10 

2,650.98 2,650;98 
1,091.58 1,091;58 

1,249.50 1,249;50 
134.31 134.31 
82.19 82.19 

69~.42 699.42 
3,133.45 3,1::)3.45 

s,048,SO 9,048.90 
1,9i3.10 1;913.10 

27,540 .• 00 27,5.40.00 
171.20 171.20 
200.00 200.00 
242.oo ii.ii.oil 
502.00 502.00 
301.95 301.95 
127.64 1i7.64 



McMurray Street Residences 
Account$ Payable· Octobor 31; 2013 

DAT!: 
2013·0fHl2 
2013-08~22 

2013-08-22 
2013-08~22 

201!.\-08-22 

2013·08·26 
2013·08·26 
ioi3-'11-01 

2013-10·18 
8/20/ifJ13 

7/24/2013 
2013-10-30 
2013-11-04 
2013-09.·13 

201S·09'06 
2013-08-18 

2013-:l.0~10 
201:Ho,28 
2013-10•30 
2013·08-29 
2013-10-08 
2Ql3·10C08 

2013·10,08 
2013-10-08 
2013~10•08 

2ll1.Mt;i·OB 
2013~08."21 

2013-09-20 
2013-08c22 

2013•i1'01 
2013-10•31 
201:i-oli·22 

2013-09"30 
2013-08'20 

2013·08·31 

PAYEE 
Fresh Home and Garden-· Planters fc>r Sale~ Centre 
Bracebrldge Home Hardware 
Gagnon'sYour 
Walmart 
Your Home Interior 
Band for Sales Centre Opening 
TlpSfor servers for Safes centre Opening 

73 Rob Laskey 
67 Rob Laskey • Repairs 

6,298 Pinestone l::nglneerlng Ltd. 
6,255 i>lnestorie Eriglneerhigltd. 

71 Sarah tiayJes 
O&B • R!ij & Don Mintz 
Wabora - consuitants 
Wabora - JOhnSisson - Town of Br<icebrldge 
The Old Statton Restaurant - Rob/Wayne/John 
The District Munlclpallty of Muskoka 

50070333 Bell Canada 
A&R Cfo!lnfng and Contrac\lng 
Modern Home supply 
Sei;uritis Canada' · 
Seturttls·Canada 
Secorltls C~nada 
Securitls Canada 
Securltls Canada 
Oli\iei& Bonaclni - luni::h with Raj 
Gingers 
Barber '3.nd Hasklll Limited 
Barber .and Haskill Llmlt11d 
Bell Canada • Nov 1/i3 

3161 cs Ross Partners 
36132 JSW #;JGi3i 

393 Muskoka River computer· Sept 30 
798 Mike's landi;capln!rand Property ·Aug 20/13 

27730 First Service Reside ht tRes 

Totals from Interim spreadsheet 

Adjustment ·per Steve Beaifrn6ht 
Agrees to AP on financials 

861 

Regular AP to Total Accounts 
Vendors JDAP Payable 

696.08 696.08 

11.24 11.24 

29.36 29.36 
48.45 48.45 

469;78 469.78 
1,000;00 1,000.00 

600.00 600,00 

4,031.00 4,031.00 
4,11:2.14 4111U4 

3,961.78 3,961.78 

8;420.78 8,420.78 
2;000,00 2,000.00 

110;77 110.77 
.166.25 166.25 
161;49 161.49 
152;89 152.89 

4s.a2 45.82 
1,300.62 1,300.62' 

423.75 423.75 
149.86 149.86 

2,728.08 2,128.08 
2,183.16 2,183.16 
2,lB3.16 z,183.16 
1,871.28 1,87i'28 

467.82 467.8'2 
99;6'1 99.61 

749.14 749.14 

2,593.40 2,593.40 
16,650.87 16,650.87 

i65.1li 165.18 

1,145.70 1,145.70 
2,254.90 2,254,90 

100.00 100.00 

532.5i 532,52 
2,260.00 2,260.00 

527,439.35: 246;948.67 

1'1,011.02 • 11,011i02 

763i377.00 



r Tnmsit No. t JnslttuUon Na,+ 

DEPOSIT SLIP 
CURRENT ACCOUNT 



MclA\frray S!ront Ro•ldonm 
Acco~PAynblo • Oolober 31, 2013 

!J!\l'E 
aD/10/201! 

OG(li/13 

MY£E 
l•&R Cl••nll18 Md <;Qn\racune / 

S~!i {Inn.id• ·rt" 
Armoured Con<to14 l'Qrm!ng / 

03/SO/!a 130,3();.00 l\tk!M & Von Groll I~ 
22/o8/2M3 · · bi.rb•r.~nd Hosk11i Umlted,l ., 
20/IYil/21Jl$' . Ba~r•nd H~"~;n tlm~•d5 
@/o1h013 s2:i,m,7ss il•llC.illdo ~ 
09/01/2013 705-645.23;, Btll C.n.dit 

llOllOmoda I"' 
O!l/Ol/2013 a.II caood• 
l0/0l/20U lnternnl B.~11 Canida 
29/10/2.0lR SQ0703l!ll BaUC.n.dl 
Ul/U/;1)19 8•11 canado • Nov 1/lS 

OS/31/12 GGH00002~i BFIC>na .. daf· 
Au43l/13 Bl'IW••to r 
July iniri BFI W•st• 

·14,741.UO !iivanhtfon &Ass0<btos 5 
Jund/13 14638 Bryan Patton &Assoclatasltd. ,,-
Aug ii/u WlS9 Sry<>n P~liiln lie Am.lot•• Ltd; .. 
08/28/1a cau 01111•.w11<f • 

sii1ot201~ 3161 cs Ro» POrtn<,. -

08/23/13 V•rt<>ru C<lntralOntaitoMe<h•ill.,.IAlen / 
9/26/2D!l ~,m Chuaj> imd 1'rQl\ght lriQ, I' 
oS/i.4/l'a MSCLOS2413 PllVtWen Photognipiillr ~ 

31/08/2019. 277.!Q .Fi"t $•Nl<!I ~<ilidonfMgmt Rat " 
omatu 015/13 Ga~rl~IBcdarM:hltect 3 / 
08/20/13 0111/lS G•b!l$1 llodar Arcliltec! 
03/29/ia 006/13 Giiliri<!t Bcd~rAil'liJtoct MarlCetfng Drnvlns• . 

09/06/2013 Hank l~.M•o " 
10/0i/i.o!JJ 3}l83 ttrnci<ll!adt. Inc, "" 
2?/08/2013 96132 l~W •.'i!lt.32 .; 

IYil/31)/13 »-:1113$ i;lif(ori:tiBl~••~l>l! ,,.. 
~s1 l0.tli>wtiiywa11&rointrt.1 ,,. 

IJ6/06/2W3 M•J<llOltd " 
06/2$/V$ 2,$37,648 MetrO)>n~ Modi> '] U,, ./ 

00/ill/2013 2,36SJIOO Mo!roland Modr> ' . ~ 
09/29/13 2,431,442 Mottot.nd Modi> 

20/08/i.ou 7sa Mik<'stond•CllJ>lnsandPrnperty ·Atie<o/ri 
09/24/13 4$ MHl<i~ ~~ll!io 5 
09/24113 48 Mlliu~tlon ,._, 
09#.4/13 AS Mmtx Exmlitl•11 

OS/2'i./13 
OS/26/1a 
08/24/f.s 

$0/fl'J/2013 
O!l/30/lS 
ri/25/2013 
B/'l.0/2013 
7/24/20~ 

1?/03/2013 
o~/oi/ioi.ii 

OS/24/13 
09/29/Vl 
GafJ,4/i.3 

l\VJ!al/U 

Aui130/13 
10[ill/20U 
toJOli/2013 

A0831/13 
10/l0/2019 

Juno!Jo/13 
Junoll/13 

M.R Floortng &. Ca.blnotry~. .} 
MR flooring &. Cabin.try. 
M~ flcor!ng & C.bioitrv 

1.,714 MWkok<>Auillo\lkfoo V 
441/442/43 Mu>k<>\;o Glm ,;"' 

384 Mu>i<ob Rlv•r Computer 1 ti" 
~3 Mu1koka RlverCOmPlll•r-Sept30 l 

309,300 PauICasstlrr»nPhotoaraphy .,,, 
G,!143 PlnnstOn• ~.n&l.rie;.i!n;. Ltd.~·· / 
&,298 PIM.Ilona ~IMe~ngttd. y 
6,25~' ~ln<~nn EneinM>rini:ttd; 

47,00B.oiJ fl>ns<>1pe .?'°' . 
12/Qa/20» PreP>rod S.rl\lce• yr 

$& ll/IDC..ncr<t<>.F0<>trngundfloorins ./ 

Rlverwal• s . 
Rivilimlk . ' .,/ 
Rivermlk 

42,495.00 Ryan D•<l~n .,,.. 
S..I• Model!),,/ 
S<:ilt>Modol•J 

10;0~1i.OO Sh•r<iii~ / 
S!111C:Oe llio<k 1 .,/ 

2,211,860 S!mcoellloc!;S 
~ 
Th• DlrtllctMunlclp•lltycfMll>k<ik• ..,, 
Th• MnrkeUng G•rasc !no. .,,... 
~'·in~ S•••i:llltM:dii X 
Tor<>rM Dlgit>llmasfns I~,,/ 
TSSA V 

*iMM'''f'M 
Anoll;ln lnvottmonulul·AP perlnteri.m~tol•monl 
loos: Aoolioninvestmtnl lid R"-•n••·.l\ugto o<t 2o13 

Small adJustmont.P<lrS!ov• i)i;•~molit 
~! A•oli•n 1nv .. tmonl$ ltd. AP 

Totallll'p~r1!Mnc:ioll•OtiS1/i3 

Rtiul~t AP to 
V<:!!dors 

P•vmen1$Mode Balane<i t 
ti> irenlfon OU!Standlng P•lllll• 

423.75 
176.ZS 

111000.oa 

1;39~.M 
16,650.87 
2,S93.40 

9Ua 
2,11'12.ss 
1,249;50 

69M2 
3,UlAS 
l,!l()i).6;! 

16$.U 
Zl,61 

521.!IS 
988;47 

lo,~70.00 
w,m.2!1 
S2,(\B2,24 
1,2a5.70 
1,145.70 

&2;43S.20 
:i,B2Mll 
~ 

2.260,oo 
17,162.44 

216.® 
9;$54iS\l 
$,978.12 
s,sa1.oo 
2;l~·4.90 

~ 

2,672£8 

25,000.00 

l,661.10 I 
9034:60 

ss;s3$:so5 JM /.ll1A $W 
3,553.BS #(:(! {J'tf) ' 
l,ass,oo· 
j32:St-' 
819.2SJ 

so,BSii.OQ 
a,2n.w 
4,4~.SU 

11,GG/!,12 
1,257,13 
;t,SSS.S2 
2,6$4.o7 

7SS.OO 
100.00 

6,215:00 
1,4!6.52 
s,s61.n 
B,420.78 
4,!MU9 
~6.00 
1,017.00 

aS9.oo 
1,28S;l0 
3,llls.1.S 

S~,923.28' 

2,G'17.44 
:i9,764.70 
at;,1w.oo 
4,BQS.7~ 
,~181.71 
~· 

45.82 
2,&2Thi' 
~ 
~1,685.20 

847.sO 

246,949.00 
11,046.00 

--..,,..,35.,.,··"".oo~. ,,.,. 
235,9!1!:00 .... 

$ 763,377.SS 

4ll75 
176.ZB 

11,300.CiD' 
7,il96.64 

16,650.57 
2,593.40 

93.43 

Pd oo Nov 11'3 "zu 
i,249.50 

1,300.62 
16$.111 
·21.61 

'521.95 
~88A7 

10,t?MO 
1B,m.as· 
a2,0ei24 
1,W:7Ct 
1,14S:70 

Pd on NO\/ l4f13 tti14 
pd on Nov 18/P'#Wl 

P<l$20kon Nov23/l3chq"217 
and $Skol\ One ~/13 oltqiln9 
No,ter payout ~hoWs $S7,SBM9 •• 

37;435.20 OID•ot7/U 
1;$1M~ 

i!OO.® 
2,200.(IQ 

17,162.4~ 

:ilG.OO 
eJ54.)!9 
S,973.12 
5,Si!MO 
:<,2!;4,00 
~6.00 

t,661.lO 
9,084.60 

ss;saa.io 
a.ssa.as 
1,3,56.00 

s3i:.s2 
8~.23 

SOJIS0.00 
s;m.oo 
4,463.Sll 

11,660.U 
1,2S7:i3 
2,553.52 
2,004.07 

75$,00 
100.00 

6,21SJJO 
1,49$.$2 
3,961.78 
8,42Ji.'111. 
4,3415~ 
i,056.00 
1,017.00 

33$.00 
i,iaa,w 
3,143.15 

U,!12p8 
2,647.44 

19,71$4.'lli 
36;1®.00 
4,1lOS.71 
U.81.?1 
. 0.00 f>llld on Peo 12/13 #zgo 

4S,ti2 

p•1d on Nov 28/13 $10730.$1 
3!;685.20 

847.50 
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lid Bennett 
Jones 

Sean H, Zweig 
Pm·tne1• 
Direol Line: 416. 777 ,6254 
e-mail: zweigs@bennettjones.com 
Our File No.: 74735-6 

July 4, 2017 

Via Email 

Mr. David L. Nakelsky 
Goldman Sloan Nash & Haber LLP 
480 University Ave Suite 1600 
Toronto, Ontario MSG 1 V2 

Dear Sir: 

Bennett Jorws I.LP 
3400 One Flrnt CtTnadlnn Pia'*' PO B<1x 130 
Toronto, Ontarlo, Cantida MSX 1 A4 
Tal:416llt53,1200 Fax:416JJ63.1716 

865 

Re: Moskowitz Capital Mortgage Fund II Inc. "24 Country Club Drive, King City, Ontario 
L7B 1M5 

We are the lawyers for KSV Kofman Inc., in its capacity as Court"appointed receiver of Scollard 
Development Corporation, Memory Care Investments (Kitchener) Ltd., Memory Care Investments 
(Oakville) 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 Jolm 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, 

SHZ:ak 

C; Bobby Kofman and Noah Goldstein, KSV Kofman Inc, 

WSLEGAL\074735\00006\182 I I 999v I 

www.b en n e ttJ on as.corn 
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Aeolian Investments Ltd. 

Summary of Receipts and Disbursements 

For the Period October 1, 2012 to May 29, 2017 

(unaudited;$) 

Receipts 

Davies Developers 

TSSl/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. (related 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 

867 

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, TSI 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 Scollard. 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 

Royal LePage Your Community Realty Inc 

Mayberry Fine Art 

Rubin and Christie 

INTERAC e-Transfer 

Hollywood Diamond 

RBC (Wire: USO to Glenn Green Gallery) 

The Distillery Restaurants Group 

Chestnut Lane 

RBC (Wire: USO to The Gallery Wall Inc ) 

Goodman and Griffin, in Trust 

Town of Gravenhurst 

Endure Sport Inc. 

The Twelfth Fre 
Fees/Dues Y.R.V.L.C.C.999 

Other personal expenses 

52,350 

40,000 

17,191 

2,275 

136,843 
248,659 

Comments 

243,376 Recorded in the Aeolian general ledger as a shareholder loan 

75,000 Commission to agent on sale of prior personal residence of John Davies 

58,822 Purchase of art 

53,670 Payment of legal fees for John Davies 

45,290 Cash withdrawals 

43,505 Purchase from jewellery store 

26,236 Purchase of art 

25,000 Son's wedding expenses 

21,967 Davies did not recall at examination 

19,238 Purchase of art 
18,921 Law firm engaged by Royal Le Page in the sale of a former residence 

16,905 Amounts due to Gravenhurst re: peronsal cottage 

14,701 Purchase of sporting equipment 

10,130 Purchase from guitar store 

8,668 King City condo fees 

282,099 Restaurants, entertainment, groceries, retail purchases, etc. 
963,528 

00 
~ 
00 



Aeolian Investments Ltd. 
Summary of Receipts and Disbursements 

For the Period October 1, 2012 to May 29, 2017 
(unaudited;$) 

5. Other related party payments is comprised of the following: 

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 

AIG Canada 

Security Title 

TD Bank 

Windstone Real Estate 

Veridian Connec 

P+B Marketing Ltd. 

Keystone Property Management 
Miller Thompson LLP 

Morrison Hershfield 

Stephen Beaumont, CGA 

Simcoe Block 

Global Resolutions 

Diana Cassidy 

1753430 Ont. Inc o/a 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 

00 
~ 
'-C 
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THE HONOURABLE 

MR. JUSTICE MYERS 

BETWEEN: 

Court File No. CV-17-11822-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

MONDAY, THE 17th ) 
) 
) DAY OF JULY, 2017 

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) INC. 

Plaintiff 

- and-

JOHN DA VIES AND AEOLIAN INVESTMENTS LTD. 

Defendants 

ORDER 

NOTICE 

If you, the defendants and intended defendants, John Davies in your personal 
capacity and in your capacity as trustee and/or representative of both the Davies 
Arizona Trust and the Davies Family Trust (in all such capacities, "Mr. Davies"), 
Judith Davies in your personal capacity and in your capacity as trustee and/or 
representative of the Davies Family Trust (in all such capacities, "Ms. Davies"), 
Gregory Harris solely in your capacity as trustee and/or representative of the 
Davies Family Trust ("Mr. Harris") and Aeolian Investments Ltd. ("Aelioan" 
and, collectively with Mr. Davies, Ms. Davies and Mr. Harris, the "Defendants"), 
disobey this order, you may be held to be in contempt of court and may be 
imprisoned, fined or have your assets seized. You are entitled to apply on at least 
twenty-four (24) hours notice to the Plaintiff, for an order granting you sufficient 
funds for ordinary living expenses and legal advice and representation. 
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Any other person who knows of this order and does anything which helps or 
permits the Defendants to breach the terms of this Order may also be held to be in 
contempt of court and may be imprisoned, fined or have their assets seized. 

THIS MOTION, made on notice by the Plaintiff, KSV Kofman Inc. ("KSV" or the 
"Receiver"), 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 capacity 
or in any other capacity, for an interlocutory Order (in the case of Mr. Davies in his personal 
capacity and Aeolian) and an interim Order (in the case of Mr. Davies in his capacity as trustee 
and/or representative of the Davies Family Trust and the Davies Arizona Trust, Ms. Davies and 
Mr. Harris) both in the form of a worldwide Mareva injunction restraining the Defendants from 
dissipating their assets and other relief, was heard this day at 393 University Avenue, Toronto, 
Ontario. 

ON READING the Notice of Motion, KSV's Fourth Report dated June 6, 2017 with the 
appendices thereto, KSV's Sixth Report dated July 12, 2017 with the appendices thereto, the 
factum and book of authorities of the Plaintiff, and on hearing the submissions of counsel for the 
Plaintiff, 

AND ON HEARING the submissions of counsel for the Plaintiff and counsel for the 
Defendants, 

Service 

1. THIS COURT ORDERS that service of the Notice of Motion, Motion Record, Factum 
and Book of Authorities is hereby abridged and validated. 

Mareva Injunction 

2. THIS COURT ORDERS that the Defendants and, as applicable, their respective 
servants, employees, agents, assigns, officers, directors and anyone else acting on their behalf or 
in conjunction with any of them, and any and all persons with notice of this injunction, are 
restrained from directly or indirectly, by any means whatsoever: 

(a) selling, removing, dissipating, alienating, transferring, assigning, encumbering, or 
similarly dealing with any assets of the Defendants, wherever situate worldwide, 
including but not limited to the assets and accounts listed in Schedule "A" hereto; 

(b) instructing, requesting, counselling, demanding, or encouraging any other person 
to do so; and 

( c) facilitating, assisting in, aiding, abetting, or participating in any acts the effect of 
which is to do so. 

3. THIS COURT ORDERS that paragraph 1 applies to all of the Defendants' assets 
whether or not they are in their own name and whether they are solely or jointly owned. For the 
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purpose of this order, the Defendants' assets include any asset which they have the power, 
directly or indirectly, to dispose of or deal with as if it were their own. The Defendants are to be 
regarded as having such power if a third party holds or controls the assets in accordance with 
their direct or indirect instructions. 

4. THIS COURT ORDERS that if the total value free of charges or other securities of the 
Defendants' assets worldwide exceeds $9,039,740, the Defendants may sell, remove, dissipate, 
alienate, transfer, assign, encumber, or similarly deal with them so long as the total 
unencumbered value of the Defendants' assets worldwide remains above $9,039,740. 

Ordinary Living Expenses 

5. THIS COURT ORDERS that the Defendants may apply for an order, on at least twenty­
four (24) hours notice to the Plaintiff, specifying the amount of funds which they are entitled to 
spend on ordinary living expenses and legal advice and representation. 

Disclosure of Information 

6. . THIS COURT ORDERS that Mr. Davies (solely in his capacity as trustee and/or 
representative of both the Davies Family Trust and the Davies Arizona Trust), Ms. Davies and 
Mr. Harris prepare and provide to the Plaintiff within five (5) days of the date of service of this 
Order, sworn statements describing the nature, value, and location of their assets worldwide, 
whether in their own name or not and whether solely or jointly owned. 

7. THIS COURT ORDERS that Mr. Davies (solely in his capacity as trustee and/or 
representative of both the Davies Family Trust and the Davies Arizona Trust), Ms. Davies and 
Mr. Harris submit to examinations under oath within two (2) days of the delivery of the 
aforementioned sworn statements. 

8. THIS COURT ORDERS that if the provision of any of this information is likely to 
incriminate Mr. Davies (in his capacity as trustee and/or representative of both the Davies 
Family Trust and the Davies Arizona Trust), Ms. Davies and Mr. Harris, they may be entitled to 
refuse to provide it, but are recommended to take legal advice before refusing to provide the 
information. Wrongful refusal to provide the information referred to in paragraph 5 herein is 
contempt of court and may render the Defendants liable to be imprisoned, fined, or have their 
assets seized. 

Third Parties 

9. THIS COURT ORDERS Royal Bank of Canada, The Toronto-Dominion Bank, 
Canadian Imperial Bank of Commerce, Bank of Nova Scotia, Bank of Montreal, National Bank 
of Canada, Laurentian Bank of Canada, Tangerine Bank, President's Choice Bank, JP Morgan 
Chase and all other banks, credit unions, trusts, financial institutions and financial services 
companies, whether in Canada or elsewhere, including all of their respective affiliates and 
branches (collectively, the "Banks"), to forthwith freeze and prevent any removal or transfer of 
monies or assets of the Defendants held in any account or on credit on behalf of the Defendants, 
with the Banks, until further Order of the Court, including but not limited to the accounts listed 
in Schedule "A" hereto. 
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10. THIS COURT ORDERS that the Banks forthwith disclose and deliver up to the 
Plaintiff any and all records held by the Banks concerning the Defendants' assets and accounts, 
including the existence, nature, value and location of any monies or assets or credit, wherever 
situate worldwide, held on behalf of the Defendants by the Banks. 

Alternative Payment of Security into Court 

11. THIS COURT ORDERS that this Order will cease to have effect if the Defendants 
provide security by paying the sum of $9,039,740 into Court, and the Accountant of the Superior 
Court of Justice is hereby directed to accept such payment. 

Dispensing with Requirement of Rule 40.03 

12. THIS COURT ORDERS that the requirements of Rule 40.03 of the Rules of Civil 
Procedure shall be and are hereby dispensed with pending further Order of this Court. 

Extra-Territorial Application 

13. THIS COURT ORDERS that, insofar as this Order purports to have any effect outside 
of the territorial jurisdiction of this Court, no person shall be affected by it or concerned by the 
terms of it until this Order is declared enforceable or registered or enforced by a foreign court of 
competent jurisdiction for that purpose, unless that person is: 

(a) a party to this action or any agent of a party to this action; or 

(b) a person who is subject to the judicial jurisdiction of this Court, who has received 
written notice of this Order within the territorial jurisdiction of this Court. 

Extra-Territorial Assistance 

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

Variation, Discharge or Extension of Order 

15. THIS COURT ORDERS that anyone served with or notified of this Order may apply to 
the Court at any time to vary or discharge this Order, on four (4) days notice to the Plaintiff. 

16. THIS COURT ORDERS that the Plaintiff shall apply for an extension of this Order, 
strictly as it relates to Mr. Davies in his capacity as trustee and/or representative of both the 
Davies Family Trust and the Davies Arizona Trust, Ms. Davies and Mr. Harris, within ten (10) 
days hereof, failing which this Order will terminate. 
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17. THIS COURT ORDERS that this Order, strictly as it relates to Mr. Davies in his 
personal capacity, and Aeolian, shall remain in full force and effect pending a disposition of this 
matter on the merits, unless varied or amended by further Order of this Court. 

Costs 

18. THIS COURT ORDERS that the costs of this motion are reserved to a Judge hearing 
the action on the merits. 
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SCHEDULE "A" 

ACCOUNTS 

BANK ADDRESS ACCOUNT NO. ACCOUNT HOLDER 

Royal Bank of Canada Aurora-Yonge & Edward 00442 101 3069 Aeolian Investments Ltd. 
Branch, 14785 Yonge St-
Unit 101, 14785 Yonge St, 
Aurora, ON L4G lNl 

JP Morgan Chase Bank, N.A. 270 Park A venue, New 939712261 Davies Arizona Trust 
York, NY, 10017 

Toronto Dominion Bank TBD TBD Judith Davies 

REAL PROPERTY 

MUNICIPAL ADDRESS PROPERTY PIN LEGAL DESCRIPTION 

24 Country Club Drive 
29530-0018 (LT) UNIT 18, LEVEL 1, YORK REGION VACANT 

LAND CONDOMINIUM PLAN NO. 999 AND ITS 
King City, ON 

APPURTENANT INTEREST. THE DESCRIPTION 
L7B 1M5 

OF THE CONDOMINIUM PROPERTY IS : PT 

BLK 1 PL 65M363 l, PTS 2, 3 & 4, 65R26022; 
TOWNSHIP OF KING. SIT & T/W AS SET OUT IN 
SCHEDULE "A" OF DECLARATION YR325496. SIT 
EASE IN YR342172. 

35411 N. 66th Place, APN 216-32-102 PARCEL 1: 
Carefree, Arizona, USA, 

LOT 17, CAREFREE GRAND VIEW ESTATES UNIT 
85377 

I, ACCORDING TO BOOK 224 OF MAPS, PAGE 26, 
-and/or- RECORDS OF 

35410 N. Ridgeway Drive, MARICOPA COUNTY, ARIZONA. 
Carefree, Arizona, USA, 

PARCEL2: 
85377 

AN EASEMENT FOR INGRESS AND EGRESS AND 
PUBLIC UTILITIES, APPURTENANT TO PARCEL 



MUNICIPAL ADDRESS 

- 7 -

REAL PROPERTY 

PROPERTY PIN LEGAL DESCRIPTION 

NO. 1, AS SET 

FORTH IN INSTRUMENT RECORDED IN DOCKET 
14945, PAGE 461 AND IN DOCKET 14945, PAGE 
464, RECORDS OF 

MARICOPA COUNTY, ARIZONA, OVER ALL THE 
PRIVATE ROADS IN CAREFREE GRAND VIEW 
ESTATES I, 

ACCORDING TO BOOK 224 OF MAPS, PAGE 26, 
BOULDER VISTA ESTATES, ACCORDING TO 
BOOK 227 OF MAPS, 

PAGE 35; AND CAREFREE GRAND VIEW 
EST A TES II, ACCORDING TO BOOK 228 OF 
MAPS, PAGE 2, RECORDS OF 

MARICOPA COUNTY, ARIZONA. 

876 



KSV KOFMAN INC. in its capacity as Receiver and Manager of 
Certain Property of Scollard Development Corporation, et al. 
Plaintiff 

V. JOHN DA VIES et al. 

Defendants 
Court File No: CV-17-11822-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

PROCEEDING COMMENCED AT 
TORONTO 

ORDER 

BENNETT JONES LLP 
3400 One First Canadian Place 
P.O. Box 130 
Toronto ON M5X 1A4 

Sean Zweig (LSUC#S73071) 
Phone: ( 416) 777-6254 
Email: zweigs@bennettjones.com 

Jonathan Bell (LSUC#SS457P) 
Phone: ( 416) 777-6511 
Email: bellj@bennettjones.com 

Facsimile: ( 416) 863-1716 

Lawyers for the Plaintiff 

00 
-.....l 
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th 

~reial bistCourt File No.+ -­
CV-17-11822-00CL 

ONTARIO 
SUPERIOR COURT OF .J.11.f.i'.JEE 

(~.Q.MM.ER(;lAl;J. ... lo1.lS.I). 

MONDAY, THE 

MR,..JUSTICE 
COMMERClAI,, LIST.i...,.,M_.Y .... E...,R'°""S"=========;.l=) ====="""'D"""A""'Y"=O""""=F 
.JULY. 2017 

BETWEEN: 
PLAINTIFF 

KSV KOFMAN INC. IN ITS CAPACIIY AS RECEIYER 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 I.1TD., TEXTBOOK 
(525 PRINCESS STREET) INC. AND TEXTBOOK (555 PRINCESS 
STREET) INC. 

- and-~ 
DKFENI>ANT 

.JOHN DAVIES AND AEOLIAN INVESTMENTS LTD. 

ORDERi 

NOTICE 

Plaintiff 

Defendants 

.i. ~red-by-the-Genooere.iru-bi&f..Ysers' Committ~t=he-Gnt11r-iH-8Hp1*'ffil'-Ceuft-&f..:J ustice. The--thoory-altd­
appronch behind this model order is to give the Courts and prnctitioners u guide for the use of such orders, while 
recognizing that the model order must be tailored to suit the particular circumstances ofench ease before tho Court. 

:l See genernlly UK Practice Direction form for "Freezing Injunctions" 
http://vrNw.doa.gov.uk/civil/prooedure/procrules ... ..fin/oontents/practice ..... direotions/pd .... .Part25.htm. 
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If you, the I~fendant, disoeey this orderdefendants and intended defendants, 
John Davies in your personal capacity and in your capacity as trustee and/or 
representative of both the Davies Arizona Trust and the Davies Family Trust 
(in all such capacities. "Mr. Davie§"). Judith Davies in your personal 
canacity and in your canacity as trustee and/or renresentative of the Davies 
Family Trust (in all such capacities. "Ms. Davies"). Gregory Harris solely in 
your capacity as trustee and/or renresentative of the Davies Family Trust 
("Mr. Harris") and Aeolian Investments Ltd. ("Aelioan" and. collectively 
with Mr. Davies, Ms, Davies and Mr. Harris, the ''Defegdants"), disobey this 
~ you may be held to be in contempt of court and may be imprisoned, fined 
or have your assets seized. You are entitled to apply on at least twenty-four (24) 
hours notice to the Plaintiff, for an order granting you sufficient funds for ordinary 
living expenses and legal advice and representation. 

Any other person who knows of this order and does anything which helps or 
permits the Defendants. to breach the terms of this Order may also be held to be in 
contempt of court and may be imprisoned, fined or have their assets seized. 

THIS MOTION, made "vvithoutilll notice by the Plaintiff, [ ], for an interim ()rder in the 
form of a KSV Kofman Inc. ("KSV" or the "Receiver"). solely in its capacity as receiver 
and manager of certain property of Scollard Development Corporation, Memory Care 
Investments (Kitchener) Ltd., Memory <;ar~ Investments (Oakville) Ltd .. 17Q3858 Ontario 
Inc., Legacy Lane Investments Ltd .. Textbook (525 Princess Street) Inc. and Textbook (555 
Princess Street) Inc. and not in its personal capacity or in any other capacity. for an 
interlocutory Order (in the case of Mr, Davies in his personal capacity and Aeolian) and an 
interim Order (in the case of Mr. Davies in his capacity as trustee and/or representative of 
the Davies Family Trust and the Davies Arizona Trust. Ms. Davies and Mr. Harris) both in 
the form of a worldwide Mareva injunction restraining the Defendant, ( ),Defendants from 
dissipating itstheir assets and other relief, was heard this day at H393 University Avenue, 
Toronto, Ontario. 

ON READING the Affidavit of I ) sworn [ ],Notice of Motion. KSV's Fourth Report 
dated June {j, 2017 with the anpendices thereto, KSV's Sixth Report dated July 12, 2017 
with the appendices thereto, the factum and book of authorities of the Plaintiff. and on 
hearing the submissions of counsel for the Plaintiff, and on noting the undertaking of the Plaintiff 
to abide by any Order this Court may make concerning damages arisii:1g ffom the gnmt:ing and 
enferoemeHt ofthis Oraer, 

AND ON HEARING the submissions of counsel for the Plaintiff and counsel for the 
Defendants. 

Service 

L THIS COURT ORDERS that service of the Notice of Motion, Motion Recqrd, 
Factum and Book of Authorities is hereby abridged and validated. 

Mareva Injunction 
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2.. -h-THIS COURT ORDERS that the Dmndant, nnd itsDefendants and. as applicable. 
their respective servants, employees, agents, assigns, officers, directors and anyone else acting 
on their behalf or in conjunction with any of them, and any and all persons with notice of this 
injunction, are restrained from directly or indirectly, by any means whatsoever: 

(a) selling, removing, dissipating, alienating, transferring, assigning, encumbering, or 
similarly dealing with any assets of the Defendant£, wherever situate [th6tt ewe 
.JeetJted in Ontarie],ilworldwide. including but not limited to the assets and 
accounts listed in Schedule "A" hereto;4 

(b) instructing, requesting, counselling, demanding , or encouraging any other person 
to do so; and 

( c) facilitating, assisting in, aiding, abetting, or participating in any acts the effect of 
which is to do so. 

3... ~THIS COURT ORDERS that paragraph applies to all of the 
Defendant'nDefendants' assets whether or not they are in :ltifrtheir own name and whether they 
are solely or jointly owned. For the purpose of this order, the Defendant'sDefendants' assets 
include any asset which he- hasxe the power, directly or indirectly, to dispose of or deal with 
as if it were :ltifrtheir own. The Defendant£-i& are to be regarded as having such power if a third 
party holds or controls the assets in accordance with :ltif1111£it direct or indirect instructions.~ 

4.. ;h-[THIS COURT ORDERS that if the total value free of charges or other securities of 
the Defendant£' assets [in (;'ntarie]worldwide exceeds $tf;9.039.740, the Defendant£ may sell, 
remove, dissipate, alienate, transfer, assign, encumber, or similarly deal with them so long as the 
total unencumbered value of the Defendant'sllifendant£. assets [in Ontario]worldwide remains 
above $Ht/>9.039.740. 

Ordinary Living Expenses 

5. 4. THIS COURT ORDERS that the Defendant£ may apply for an order, on at least 
twenty-four (24) hours notice to the Plaintiff, specifying the amount of funds which the-

i~ .. :.£~~.~i~~~~;;; .. ();;,[J994]ii.c;.J. No. 2652 (B.C.S.C.) and Pharma Iroostment Ltd. .,,, Clark, (1997] O.J. No. 
~- 3 3 4 (Gen...f.).i¥.j...f'er-iHliwus-&i0n-of..fo()-Settp~-Mareva·lajun()t:J011.,..... 

4 Ordinarily, the plaintiffnrnst show grounds for the belief that the defendant has some asnetn within the 
~1l'is~taiH-the-inji:metiefl-in-tiw...fi·t'&j;..plat.'tl;-b1:1Hfl-its-st:a-ni!-ar·d...fl:w1~RW&-iaj-aoot-iefl...i.s-H:ffi..lffi.+ited ... 
to-the&e-ll-am-eEl-assets;-G1'-ti/tme1'-1vktF.ifw-f:.~e:-bld,-v:-Irin1h-MaF·me-.A4anageme-Ht Ltd. [ 1978] l W .L.R. 966 at 973 

f:G-A+. 
~ Fedora/ Bank of the .Midd!-e East Ltd v. !laclkinson, [2000] I W.L.R. 1695 (Bng. C.A.) 
<+ ZLtd v. A., [1982] l All ER 556 (C.1\.). As a practical point, specifying the maximum amount to be frozen will 

be simple where the claim relates to a specific amount of money, however thiH task ·.viii be more ohullenging where 
the claim is for general damages to be particulurized and quantified at a later stage of the litigation. It will also be 
difficult for the affected financial institutionn to determine which assets may be released m~der this provision. It 
may therefore be more appropriate to deal vlith the quantification of the maximum amount to be frozen at the 
ret:um of the motien. 
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~tt-i.f.Jthey are entitled to spend on ordinary living expenses and legal advice and 
representation.+ 

Disclosure of Information 

6~ &:-THIS COURT ORDERS that the DefendantMr. Davies (solely in bis capacity as 
trustee and/or representative of both the Davies Family Trust and the Davies Arizona 
Trust). Ms. Davies and Mr. Harri§ prepare and provide to the Plaintiff within -Hfive (5) days 
of the date of service of this Order, a-sworn statement.s. describing the nature, value, and location 
of hlstbeir assets worldwide [in Onta:•io], whether in hls.truili: own name or not and whether 
solely or jointly owned . .& 

.7... &.-THIS COURT ORDERS that the DefcndantMr. Davies (solely in bis capacity as 
trustee and/or representative of both the Davies Family Trust and the Davies Arizona 
Trust). Ms. Davies and Mr. Harri§ submit to examinations under oath within +ltwo (2) days 
of the delivery by the Defendant of the aforementioned sworn statements. 

8.. .'.7.-THIS COURT ORDERS that if the provision of any of this information is likely to 
incriminate the Defundttt1t,-JwMr. Davies (in his capacity as trustee and/or representative of 
both the Davies Family Trust and the Davies Arizona Trust). Ms. Davies and Mr. Harris, 
they may be entitled to refuse to provide it, but is.are recommended to take legal advice before 
refusing to provide the information. Wrongful refusal to provide the information referred to in 
paragraph 5 herein is contempt of court and may render the Defendant.s. liable to be imprisoned, 
fined, or have fi:.i.s.thdr assets seized.I' 

Third Parties 

q._ &-THIS COURT ORDERS t+-fRoyal Bank of Canada. The Toronto-Dominion 
Bank. Canadian Imperial Bank of Commerce. Bank of Nova Scotia. Bank of Montreal. 
National Bank of Canada, l 1aqrentjan Bank of C3nada, Tangerine Bank, President's 
Choice Bank. JP Morgan Chase and all other banks. credit unions. trusts. financial 
institutions and financial services companies. whether in Canada or elsewhere. including 
all of their respective affiliates and branches (collectively, the "Banks"),. to forthwith freeze 

:;:=Uk~;;A;;;,;;"{i;~;f;h~;;;;;J~;~;;;/~1£f1#iY-bJd-v-:--Glt11'1;;,!JflfH'fl-at=-paR1-:-:J.:;i.,..:1·his provision nHiy-11ot-be-appfflfWiat:e-
i11 tho oase-<)f a spoeifio fraud clait»-where-tM-miooppropFiatod amount ill fror.on, since th~'ettt!unt eam:iot be 
~11~tt4Hltat'·aFe-fdontlfiable-us·ehtairu:1d-wt'Emgfully for living trnponses. Furthor-i+-wUl be cliffieult to 
specify an amount:,withot1t eviclonco from the-f)etendunt Fegarding his or-her-needs and assets. See alf.!0-t:ho­
praetical··conc1.wmH'ai:stHl··above··iH··footnote··5·;·····Lo1'd··I>er-mJ.ng..J:urn··SUggosted··duit·a··Separate··aooount·htH1pened··SO··· 
thaHhe-:finooeial-ffisilii:1t:i~}Hs-a.fl0Gt:ed-l7y-t~~~:el'mine which s11ms-at>-0-n1~afy-lwmg-
0*ponse&.-i:)ependffig-oo-the-Plainfrf4:'.:s-k·newledge oftho-spotffi:'k.>...tl000UH~e-f)ete11-0anl';-it-ntigfit-be-pOBSthlo­
tB-Spooif:y-'fi<em-whkilHtooeuflHho-fonds-f'<:w-lWiHg-tl*~f!SefHflay-bo-wi:thdfuw1h-Gfv:en-theoo17mcticc1l difficulties, 
#-is-mere-appropriate to nddr-ess-tlto-ffiffue-of living expenses on tho o><poditious return-ef tho motion. 

% The Court has the inherent power to make ancillary orders as appear to be jm;t and oonvedent to ensure that the 
exeroise of tho MnrevajurisdiotioR is effective to achieve its pmpose aud may muke an order of"diseovery 
in uid", an injunction ·where tho plaintiff has "grounds for boliovi11g that tho defendant does have assets 
within tho jurisdiction, but has insufficient purticulars of the whoreubouts of such unsett1 to mu!~ 
injunction effective": Sharpe, ut 2.1070, 2.1080. 

9~af'Nlf11n1·eil'tmo11t Ltd: v. Clark, m1pN1 at t}aritri-6,but see CBS United Kingdom bid. V:-bambert [1983] Ch, 37, 
[1982] 3 All KR. 237 (C.A.). 
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and prevent any removal or transfer of monies or assets of the Defendant~ held in any account or 
on credit on behalf of the Defendant~, with the Banks, until further Order of the Court, including 
but not limited to the accounts listed in Schedule "A" hereto.w. 

10.. 9-:--THIS COURT ORDERS that the Banks forthwith disclose and deliver up to the 
Plaintiff any and all records held by the Banks concerning the f}efenaaHt'sDefendants' assets 
and accounts, including the existence, nature, value and location of any monies or assets or 
credit, wherever situate [in 011tm·it11worJdwide, held on behalf of the Defendant~ by the Banks. ++ ' ' 

Alternative Payment of Security into Court 

1L .J-0..:-THIS COURT ORDERS that this Order will cease to have effect if the Defendant~ 
provide# security by paying the sum of $H9.039.740 into Court, and the Accountant of the 
Superior Court of Justice is hereby directed to accept such payment.~ 

Dispensing with Requirement of Rule 40.03 

14.... THIS COURT ORDERS that the requi[em~nts of Ryle 40.03 of the B.ules o.[ Civil 
Procedure shall be and are hereby dispensed with pending further Order of this Court. 

Extra-Territorial Application 

~ THIS COURT ORQERS tbat, insofar as this Order purports tq haye any effect 
outside of the territorial jurisdiction of this Court. no person shall be affected by it or 
concerned by the terms of it until this Order is declared enforceable or registered or 
enforced by a foreign court of competent jurisdiction for that purpqse, unless that person 
.is.:. 

(!!) a party to this a£tion or any agent of a party to this action; or 

® a person who is subject to the judicial jurisdi£tion of this Court. who has 
received written notice of this Order within the territorial jurisdiction of this 
Court. 

Extra-Territorial Assistance 

14. THIS COURT HEREBY REQUESTS the aid and recognition of any court. 
tribunal. regulatory or administn1tive body having jui:;isdiction ig Canada, in the United 
States or elsewhere to give effect to this Order and to assist the Receiver and its agents in 
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative 
bodies are hereby respectfully requested to make such orders and to provide such 
assistance to the Receiver. as an officer of this Court. as may be necessary or desirable to 

liCi;td ' I • "' t §6~ c .u , i'. ,1, .vup, a ~ ~ • , 
l.J. The Plaintiff ordinarily must bear any oosts associated with a search of hank records to determine the 

whereabouts and umounts of the defendant's assets on deposit: Searose Ltd. v. Seatrain U.K. Ltd [198 l] J 
\V.L.R. (Q.B.). 

·~·2 8pecif)'ing the am.ount ofseeurity attracts the same practieal pra\:>J.ems-+tlen#f:te<l-J.a ... footf!:ote §. 
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give effect to this Order or to assist the Receiver and its agents in carrying out the terms of 
this Order. 

Variation, Discharge or Extension of Order 

15.. .+-:h-THIS COURT ORDERS that anyone served with or notified of this Order may 
apply to the Court at any time to vary or discharge this e.Qrder, on four (4) days notice to the 
Plaintiff. 

16.. -bk-THIS COURT ORDERS that the Plaintiff shall apply for an extension of this Order"= 
strictly as it relates to Mr. Davies in his capacity as trustee and/or representative of both 
the Davies Family Trust and the Davies Arizona Trust. Ms. Davies and Mr. Harris. within 
ten (10) days hereof, failing which this Order will terminate.+.;>. 

17.. THIS COURT ORDERS that this Order, strictly as it relates to Mr. Davies ip bis 
personal capacity. and Aeolian, shall remain in full force and effect pending a disposition 
of this matter on the merits. unless varied or amended by further Order of this Court. 

18.. THIS COURT ORDERS that the costs of this motion are reserved to a Judge 
hearing the action on the merits. 
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