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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

SUPPLEMENT TO THE SiXTH REPORT OF
K8V KOFMAN INC.
AS RECEIVER AND MANAGER

AUGUST 8, 2017

1.0 Introduction
1. This supplemental report (“Report”) is filed by KSV.

2. This Report supplements the Receiver's Sixth Report dated July 12, 2017 (the “Sixth
Report”). '

3.  Unless otherwise stated, capitalized terms used in this Report have the meanings
provided to them in the Sixth Report.

1.1 Restrictions

1. This Report is subject to the restrictions set out in the Sixth Report.

2.0 Background

1. On July 14, 2017, Davies swore and produced an affidavit in response to the
Receiver's Reports and in opposition to the Receiver's motion seeking, among other
things, Interlocutory Injunctive relief as against him and Aeollan.

ksv advisory inc. Page 1
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2.  Davies and Aeolian subsequently consented to a further but temporary continuation
of the Mareva Order, on a without prejudice basis, to allow for a scheduled hearing

process for the Recelver's motion for interlocutory injunctive relief as against Davies
and Aeolian.

3. OnJuly 17, 2017, on the consent of the partles, the Court granted an order extending
the Mareva Order as against Davies in his personal capacity and Aeolian (the “July
17" Order”). On that day, the Court also granted a Mareva Order as against Davies
in his capacity as the trustee of both the Davies Family Trust and the Davies Arizona
Trust, Judith Davies, in her personal capacity and in her capacity as trustee of the
Davies Family Trust, and Harris, solely In his capacity as trustee of the Davies Family
Trust. Copies of the July 17" Order and the endorsement are attached as Appendix
“A,'.

4.  In accordance with the terms of the July 17" Order, Davies, in his capacity as the
trustee of both the Davies Family Trust and the Davies Arizona Trust, Judith Davies,
in her personal capacity and in her capacity as trustee of the Davies Family Trust, and
Harris, in his capacity as trustee of the Davies Family Trust, produced asset and
liability statements, copies of which are collectively attached as Appendix “B",

5. OnJuly 27, 2017, Davies swore and produced an affidavit to supplement the affidavit
he swore on July 14, 2017 in opposition to the Receiver's motion seeking injunctive
relief (the “Davies Affidavit" and, collectively with the affidavit sworn by Davies on
July 14, 2017, the “Davies Affidavits”).

2.1 Purpose of this Report

1. The .purpbse of this Report is to reply to the Davies Affidavits, including with respect
to the following:

a) the overall nature of the Davies Developers’ syndicated mortgage investment
(“SMI") scheme;

b) the development management fees paid by the Davies Developers to affiliates
of Davies and others;

c) the intercompanyioans among the Davies Developers;

d) the statements which Davies alleges in the Davies Affidavit were made to him
by representatives of KSV;

e) additional conduct by Davies and related parties; and

f) the necessity of continuing the Mareva Injunction, on an interlocutory basis, until
a final disposition of the proceeding as against Davies in his personal capacity
and In his capacity as trustee of both the Davies Family Trust and the Davies
Arizona Trust, Aeclian, Judith Davies in her personal capacity and in her
capacity as trustee of the Davies Family Trust, and Harris in his capacity as
trustee of the Davies Family Trust.
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This Report does not, for reasons of practicality, address every lssue in the Davies
Affidavits and the Recelver should not be taken to agree with statements in the Davies
Affidavits simply because the Receiver has not replied to each issue or statement
raised by Davies in the Davies Affidavits.

The Receiver repeats and relies on its Fourth Report and Sixth Report. Nothing in
the Davies Affidavits changes any of the Recelver's findings, conclusions or
recommendations set out therein. In many respects, the Davies Affidavits, including
the emails and memoranda he appends, reinforce the prior findings of the Receiver.,

3.0 The Syndicated Mortgage Investment Scheme

1.

There are seven projects that are subject to these receivership proceedings -and four
others for which Davies raised monies from SMI Investors but are too distressed to
be placed into an insolvency process by the Trustee because the value of these
entities' assets appear to be insufficient to repay first-ranking third party mortgages
owing on those properties. Because the Investors rank behind these mortgagees,
any recovery for the Investors of the non-receivership Davies Developers is likely to
be nominal, at best!,

The Fourth Report and the Sixth Report provide an overview of the structure of the
SMI loans and focus on the flow of funds from the Investors to the Davies Developers,
among the Davies Developers and from the Davies Developers to their parent
companies, indirect shareholders and other related parties. This section of the Report
provides. further details about the SMI scheme.

For each of the Davies Developers' projects, the applicable Davies Developer raised
monies from [nvestors through SMis which were sourced by Tier 1 Transaction

Advisory Inc. or entities related to Tier 1 (collectively, “Tier 1”). Of the SMI monies -

raised, approximately 30% was used to pay fees to Tier 1, amounts due to agents
who sold the SMI product to Investors, professional costs and to fund a one-year
interest reserve (the “Initial Costs”).

To support the amounts raised, the Davies Developers retained an appraiser, Michael
CaneConsultants (“Cane"), to provide an “estimated hypothetical market value of the
subject site, assuming it could be developed” [emphasis added]. These appraisals
wete based on several assumptions, such as: (i) development costs, as estimated by
the applicable Davies Developer and as set out in the applicable project pro forma,
remaining consistent with the budget; (ii) the necessary planning approvals being
obtained in a timely manner; and (ili) the development being commenced in a timely
manner.

1 The Investors were to have a first ranking security interest on the real property of the Davies Developers, subject only
to construction financing. There are a few exceptions to this, but not in respect of any of the Recelvership Companies
(defined in paragraph 5 below).

ksv advisoty inc.
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5.  Investors were led to believe that the advances would be fully secured: against the
real property, Including in presentations prepared by Tier 1 which can be viewed on
YouTube? and in marketing materials for the projects. As reflected inthe table below,
each initial SMI fundraise for the Davies Developers that is subject to these
receivership proceedings (the "Receivership Companies") significantly exceeded the
purchase price of the real property, reflecting that the loans were undersecured from
the day they were made. The table reflects that Investor monies were used to acquire
the land, as the Initial SM! advance and the purchase price are on the same date, in
all but one case. None of these projects had any equity from the principals of the
applicable Davies Developer.

(unaudited, $000s) Loanto

Entity Purc.hase Date Property SMI Initial pate of SM! Purchase
Price Purchased Advance Initlal Advance _ Price Ratio-
525 Princess 2,400 Dec 16, 156 5,854 Dec 16, 15 244%
555 Princess 2,000 Oct 20, 15 6,615 Oct 20, 15 331%
Scollard 9,000 Dec 8, 14 11,956 Dec 8, 14 133%
Kitchener 3,950 Feb 25, 14 4918 Feb 25, 14 125%
Oakyville 1,945 Oct 29, 12 2,550 Oct 29, 12 131%
Burlington 2,500 May 17, 13 5,499 May 17,13 220%
Legacy Lane B850 Oct 2, 12 2,315 Apr2,13 356%
22,445 39,707 177%

6.  Attached as Appendix “C” are marketing materials for the Receivership Companies.
In promoting the SMls, the marketing materials indicated that the SMls were to have
first ranking security on the real property, which would only be subordinated to
construction financing. Notwithstanding this representation to the public, after raising
the SMls, several of the Receivership Companies? borrowed funds on a first ranking
secured basis against the Receivership Companies' real property. The Trustee
Corporations would have been required to subordinate to these mortgages —
notwithstanding this representation. Singh Is the primary representative of Trustee
Corporations,

7. It appears from the Davies Affidavit that in several Instances when the Davies
Developers faced liquidity problems, Davies would request a fresh appraisal from
Cane, which appraisal would then be provided by Davies to Tier 1 to raise more
money from investors. In some instances, the increases in appraised value appear
to have been justified by, inter alia, spending money on development activities. The
marketing materials note that such increases would be “certified by independent
quantitative surveys”. The Receiver is uncertain if these certifications were obtained,
and if so, whether these were consistently obtained. The Receiver has seen no
evidence that such certifications were obtained. The Receiver is unaware if Cane
has these credentials, but typically these would be provided by a cost consultant who
reviews the costs incurred and determines whether they are consistent with budget.
To the extent further monies were raised by a Davies Developer based on a fresh

2 https://www.youtube,com/watch ?v=08Yt90Afklo. This video, a Tier 1 promotion, compares a SM| to atraditional bank
mortgage secured by real estate. The video highlights, among others, Singh and Davies,

% 8collard, Kitchener, Burlington and Oakvifle each have a mortgage ranking in priority to the SMis,
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Cane appraisal, the Davies Developer appears to have routinely advanced such
monhies to other Davies Developers. Examples of this are provided in the email
correspondence between Davies and others provided In Appendix "D” and Appendix
“Kh..

The Receiver believes that the development projects undertaken by the Davies
Developers had noe prospect of success due to, among other things, a lack of equity
capital, the significant Initial Costs and the amounts paid to related parties out of the
SMI advances, including to affiliates of Davies, persons related to Davies and others.

Davies asserts in the Davies Affidavit that he belleves the projects would have been
successfully complsted and -each loan would have been repaid had Tier 1 Mortgage
Corporation not been replaced as trustee of the Trustee Corporations by the Trustee.
However, at the time the Trustee was appointed, each of the projects was significantly
over-levered as the value of the debt substantially exceeded the value of the real
property and none of the Recelvership Companies had any capital to further advance
its project. The cash balance of each of the Receivership Companies on the date the
Trustee was appointed is provided below:

(unaudited; $)

Entity Bank Balance
525 Princess 7,657
555 Princess 7,663
Scollard 1,868
Kitchener 233
Qakville 359
Burlington 83
Legacy Lane 25
Total 17,888

Certain (and perhaps all) of the Davies Developers were insolvent from the date of
the first SMI advance., An example of this is 525 Princess.

525 Princess raised $6.387 million from Investors, comprised of $5.854 million on
December 16, 2015 and $533,000 on January 22, 2018, This amount.was 263%
greater than the purchase price of the real property. By January 28, 2016, 525
Princess had a cash balance of approximately $111,000 and had not spent any
money on development activity. Notwithstanding that it could not advance the project,
525 Princess managed to pay from the SMi proceeds a $1 million dividend to entities
related to Singh, Thompson, Harris and Davies (see Appendix “E”, which discusses
this dividend and other matters concerning the illiquidity of the various projects).
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12. A summarized Statement of Receipts and Disbursements for 525 Princess for the
petiod December 16, 2015 to January 28, 2016 is provided helow.

{unaudited; $000s) _Amount
Recsipts
Syndicated ‘Mortgage Investment 6,387
Other 14
Total 6,401
Disbursements
Land 2,131
Broker Commissions 1,086
Interest holdback 511
Professional fees 225
Payments to shareholders
Dividends 1,000
Other 1,387
Devslopment costs -
Total 6,280
Cash balance, January 28, 2016 111

4.0 Pro Formas Prepared by John Davies

1. Davies claims that the pro formas attached as Exhibit “B” to the Davies Affidavit reflect
a genuine estimate of the costs that would be incurred and the fees that would be
earned during the development process. The Receiver hotes the following issues
with the pro formas appended to the Davies Affidavit and therefore questions the
extent to which they can and should be relied upon:

®

many of the pro formas reflect an equity injection by the respective Davies
Developer. In no case did a Davies Developer make an equity injection®;

certain of the pro formas fail to account for a significant portion of the Initial
Costs, including the pro formas for 525 Princess, 555 Princess and Burlington;

the pro formas for 525 Princess and 555 Princess do not appear to reflect the
payment of dividends, which. were paid from the initial SMI advance for each of
these projects;

the 555 Princess pro forma reflects mortgage obligations (other than
construction financing) ranking in priority to the syndicated mortgage
investments even though such senior ranking debt was prohibited under the
applicable Loan Agreements;

4 Other than Qakville which raised $1 million from the sale of preferred shares. These shares were sold to individuals
who are also Investors.

ksv advisory [nc.

Page 6

1370



1371

. the pro forma for 555 Princess contains cells with “#VALUE!", which means
there are errors in the Excel formulas used by Davies. A copy of the pro forma
for 555 Princess Is attached as Appendix “F”; and

. Davies had previously provided the Receiver with pro formas. Certain of the
pro formas in the Davies Affidavit are different than the ones previously
provided. The Receiver is uncertain which pro formas should be relied upon, if
any. Certain of the pro formas previously provided have different profit
projections due to different revenue and cost assumptions.

2. The Receiver has hot retained a consultant to assess the reasonableness of the
revenue and costs assumptions used in the pro formas attached to the Davies
Affidavit.

3. OnAugust 1, 2017, the Receiver sent an emall to Cane requiring that he provide the
Receilver with-copies of all appraisals and valuation reports thathe prepared in respect
of the Recelvership Companies and all correspondence with the Receivership
Companies and their principals. Cane provided the Receiver with some appraisals
(and related pro formas) on August 4, 2017. An initial review of certain of the pro
formas provided by Cane indicates that they are not consistent with the ones attached
to the Davies Affidavit or the ones Davies previously provided. Additionally, the
Recelver has not received any of the requested correspondence from Cane. If this
correspondence is not provided forthwith, the Receiver intends to bring a motion in
this regard. The Receiver’'s emall advised Cane of this intention.

5.0 Improper Development Management Fees

1. Davies takes the position that the development management fees paid by the Davies
Developers were reasonable and earned. As detailed below, the Receiver has the
-following issues with these fees:

a) the amounts paid do not appear to have been earned or reasonable as they
were disproportionate to the development progress of the Davies Developers’
projects; and

b)  absent the written consent of the Trustee, development management fees are
not permitted under the Loan Agreements for Oakville, Kitchener, Burlington,
Scollard and Legacy Lane, Development management fees appear to be
permissible in respect of the two Princess projects, provided they are
reasonable and made in the ordinary course.
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2. At paragraph 17 of the Davies Affidavit, Davies states that 57% of the budgeted
development management fees across all projects have been paid - notwithstanding
that construction has not commenced on any of the Recelvership Companies® nor
has construction financing been secured®. Many of the projects require changes in
zoning. Forexample, the project contemplated to be developed by 525 Princess was
intended to be a 12-storey building. 1t is presently zoned to be no more than four
storeys. In the best-case scehario, each of these projects is years from completion,
including Burlington, Oakvile and Kitchener, which are at the most advanced stages
of the development process. Based on the stage of development of the Recelvership
Companies, the Receiver sees no basis on which nearly 60% of the development
management fees should have been paid to date.

3. Davies states in the Davies Affidavit that the development management fees as a
percentage of total project costs ranged from 2% (e.g. for Scollard) to 6% (e.g. for
Burlington and Kitchener). Development management fees appear to have been pald
to affillates of Davies and others on an accelerated basis, prior to being earned. An
example Is reflected below in the context of the Scollard development, which had total
anticipated project costs of approximately $73.2 milllon and total anticipated
development management fees of approximately $1.8 million. Of the tfotal capltal
raised to-date by Scollard ($15.946 million), $846,000 was, according to Davies, used
to pay development management fees.” Assuming a correlation between the rate at
which project costs are ihcurred and management fees earned, the Recelver
estimates that the earned management fees should have been approximately

" $395,000, as reflected below,

{Unaudited, $000s)

Total estimated project-cost 73,159
Project costs to-date 16,946
Costs to-date as a percentage of total estimated project costs 21.8%
Total estimated management fees over project 1,803
‘Percentage of earned management fees 21.8%
Expected management fess to-date 393
Actual management fees paid 846
Estimated unearned management fees 453

4.  Attached as Appendix “G" Is a chart setting out, among other things, the total
estimated project costs, the total estimated development management fees, the total
amount spent on the projects to-date (including as a percentage of total estimated
project costs) and the total amount spent on development management fees to date
(including as a percentage of total estimated development management fees) for each
of the Receivership Companies. The chart reflects that the Recelvership Companles
have total anticipated project costs of approximately $248 million and total projected
development management fees of $11.119 million (4.5% of total project costs). Of
the $68.721 million to-date raised by Receivership Companies, $6.466 million of
development management fees has already been paid (9.4% of project costs to-date).

§ With the exception of footings and foundations on Burlington.

§ With the exception of Scollard, which had signed aLetter of Commitment with Centurion Mortgage Capital Corporation
to provide construction financing.

7 According fo Scollard's beoks and records, Scollard paid Aeollan $1.244 milfion, approximately $400,000 more than
the development management fees reflected in the Davies Affidavit. If the amount In the Davies Affidavit is correct, it
Is unclear to what the additional $400,000 paid to Aeollan relates,

ksv advisory inc, Page 8
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Assuming that there is a correlation between project costs and development
management fees earned, the Receliver estimates that the management fees earned
would be approximately $3.3 million, meaning that development management fees
have been overpaid by approximately $3.1 million.

5.  The issue of the premature (or unearned) payment of development management fees
was raised by Singh in an emall to Davies dated March 19, 2013, a copy of which is
attached as Appendix “H". Singh states:

“I am not concerned about the quantum of the development fee (I am assuming
this is falr market rates and will take your word for i), What | am concerned about
[is] my complete reliance on you that construction financing will be successfully
raised and the projects will be successful. The development fees being paid out
prior to this is an extreme worry and makes me Yery uncomfortable. This allows
$3.2M of development fees to be withdrawn ahead of even knowing if construction
financing -can be arranged at all (a discusslon that has come up several times)”,

6.  Undercertain of the Loan Agreerhents, developmen} managetment fees are also only
permitted-to be paid to shareholders with the prior written consent of the Trustee.
Based on the currently afailable evidence reviewed:by the Receiver, it does not

_appear that Singh orthe Trlistee Corporatlons consented to such payments in writing,
in accordance with the terms of the applicable Loah Agreements. Even if Singh
agreed in writing to some of these fees, or if he implicitly agreed to some of these
fees, it is not clear that he agreed to all of them, and even if he did so, it is unclear if
he permitted them to be paid at a rate greater than the development of the project, It
is also unclear that he would allow development management fees in respect of one
Davies Developer to be paid by another Davies Developer. Even If Singh or the
Trustee Corporations did provide written consent, which is not supported by the
evidence provided by Davies, such consent would only increase the Receiver's
serlous concerns regarding Singh's conduct and his participation in this scheme.

6.0 Improper Intercompany Loans

1. As described in more detail in the Fourth Report, over $17 million was transferred
among the Davies Developers. In the Davies Affidavit®, Davies attempts to justify the
intercompany loans by suggesting that all intercompany loans stayed within the
“umbrella” of the organization. For instance, at paragraph 31 of the Davies Affidavit,
DaVIes states that: .

' ”the umbrella nature of the [enterprise] allowed available cash to be deployed
- through intercompany loans fo projects which were short on funds”.

8 Including @ memorandum _he appears to have prepared found in Appendix "Q" of the Davies Affidavit which
acknowledges the movement of monies.

1:‘ [r—d
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2. The Receiver has no knowledge of which entities are included in Davies' alleged
“‘umbrella”. For example, the Receiver notes that $3.7 million was advanced from
various Davies Developers (Including some that are not Receivership Companies) to
Rideau, which did not have an SMI and which is owned indirectly by Davies,
Thompson, Singh and Harrls or individuals related to them. Additionally, loans were
made by Davies Developers to TSI, TSSI and/or MCIL, which are parent companies
of the Davies Developers and against which the Trustee Corporations have:no direct
connection or recourse.’

3. Asdiscussed in more detail below, such intercompany loans are not permitted under
the Loan Agreements and the Receiver is aware of no legitimate or reasonable
commercial basis for such intercompany loans. Davies also appears to have been
aware of the inappropriate nature of such: intercompany loans, yet he continued to
cause such loans to he made. For instance, on May 24, 2016, Hartls, of Harrls +
Harrls LLP ("Harris LLP"), legal counsel to the Davies Developers, sent an email to
Davies wherein he expressly advised Davies that:

“vou don’t want to be obtaining financing from [Scollard] and then using it to further
fund interest payments for other profects.”

4,  Inresponse to this correspondence, Davies advised Harris that:

“IScollard] is a good story. Lots of sales. Investors will want this loan. The net
$1.7 million from a $2.4 million [Scollard] ralse will fund 6 months of interest on all
profects. | don’t see an alternative and time will soon become a factor given the
summer slowdown”,

A copy of this em‘ail correspondence Is attached as Appendix ",

5.  Contrary to Davies' assertion in his examination, Harris LLP was counsel o the Davies
Developers, not counsel to Singh or to the Trustee Corporations. Under section 2:01
of the Loan Agreements, "Borrower's Solicitors" (i.e. the Davies Developers’ solicitors)
is defined to mean “Harris + Harris LLP, or such other solicitors that the Borrower may
in writing designate”. While "Lender's Solicitors" (i.e. the Trustee Corporations’
solicitors) Is defined to mean “Nancy Efliot, Barrister & Solicitor, or such other solicitors
that the Lender may in writing designate”, pursuant to delegation agreements between
Harris LLP and Nancy Elliot (“Elliot"), certain mortgage administration and facilitation
responsiblliies were delegated by Elliot to Harrls LLP, Collectively, attached as
Appendix “J" are copies of the delegation agreements between Harris LLP and Elliot.

6.  The Loan Agreements require that funds advanced from Investors be used solely for
the project for which the funds were raised. Under the Loan Agreements,
intercompany loans would only be permitted with the written consent of the trustee of
the Trustee Corporations (i.e. 8Singh). While Davies has produced email
correspondence at Exhibit "P" to the Davies Affidavit which allegedly reflects that
Singh and the Trustee Corporations were aware of and consented to the making of
intercompany loans, he has failed to include other relevant correspondence relating
to this issue. For example, Appendix ‘K’ includes email correspondence between
Messrs, Davies and Singh and others, which reflect, among other things, that the

8 TS| and TSS| are owned by Aeclian {Davies), 132 (Thompson), RSCG (Singh) and Dachstein (Harris). MCIL Is
owned by Aeolian and Erka Hartls.

ksv advisory inc. Page 10



Davies Developers were facing a liquidity crisis and they were “completely tapped out
of cash"™ on some projects, which necessitated the making of intercompany loans to
perpetuate the scheme and avoid defaulting on the loans from the Trustee
Corporations. It was paramount to Singh that all interest payments be made, as there
would be a confidence crisis among the Investors if that did not happen. This would
impact some or all of the Davies Developers and the ability of Tier 1 to continue to
ralse monies through SMls.

7. Further, based on the currently available evidence that the Recelver has reviewed, it
does not appear that Singh or the Trustee Corporations formally consented to such
intercompany loans in writing, in accordance with the terms of the applicable Loan
Agreements. Even If Singh or the Trustee Corporations did provide written consent,
which is not supported by the evidence provided by Davies, such consent would only
increase the Recelver's concerns regarding Singh's conduct and his participation in
this scheme..

7.0 Alleged Statement made by Representatives of K8V to Davies

1. Inthe latter part of 2016, certain of the Davies Developers were considering filing for
protection under the Companies' Creditors Arrangement Act (“CCAA") and seeking
the appointment of KSV as the court-appointed monitor,

2, Davies alleges in the Davies Affidavit that in late 2016, Mr, Kofman of KSV expressed
the view that intercompany loans were permissible if they stayed within the
‘enterprise” and were made with the consent of the Trustee Corporations. Mr, Kofiman
never expressed any such view nor made any such comment.

3.  Attime of the comments attributed to Mr. Kofman, Mr. Kofman had no knowledge of
the. prior movement of monies among the Davies Developers, all of which occurred
before KSV had any involvement with the Davies Developers. Mr, Kofman did not
have the requisite information to comment on any of the past activities of the Davies
Developers and he did not do so.

4,  Given that Mr. Kofman expressed no views about the Davies Developers' past
activitlies, there was nothing for Mr, Goldstein to confirm in the subsequent meeting
that took place on February 3, 2017,

5.  Asthe prospective filing entities had no cash, there was a need to secure debtor-in-
possession ("DIP") funding for the CCAA proceedings. As part of structuring the DIP
facllity, consideration was given to seeking the Court's approval of an intercompany
charge to secure any amounts funded by one entity to another. The proposed DIP
facility and its attributes would have been subject to secured charges and to Court
approval. It is possible that this is the discussion referenced in the Davies Affidavit.
In any event, the Davies Developers’ application for creditor protection was denied.

10 Emall from Davies to Singh dated August 25, 2014.

ksv advisory inc. Page 11
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8.0 Additional Improper Conduct by Davies and Related Parties

1. Notwithstanding the Mareva Order, Davies and Judith Davies continue to list and
market for sale their personal residence. Further to these efforts, on July 18, 2017,
they received an offer to purchase the residence. Although the Recelver understands
that the offer has not yet been accepted, given all of Davies' and Judith Davies’ efforts
to date, there are concerns that they may sell the property and further deplete any
assets that may be able to satisfy a judgment in this matter. The Receiver also has
questions concerning the mortgage on the property.

2. Further, counsel for the Receiver has requested that Davies consent to the Mareva
Order being registered on title to the Arizona Property; however, Davies refused to do
so. While Davies did maintain his previously given undertaking not to sell or encumber
the Arizona Property pending the return hearing for the motion, based on his refusal
to consent to the registration of the Mareva Order, and all the other conduct of Davies
as described herein and in the Fourth and Sixth Reporis, there are concerns that the
already depleted misappropriated assets may well continue to be further transferred
to frustrate recovery efforts.

9.0 The Necessity of Continuing the Mareva En_;unctlon oh an
Interlocutory Basis

1. Based on the above and all the other circumstances, including the reasons detailed
In the Fourth and Sixth Reports, the Receiver recommends that the Court continue
the Mareva Order as against Davies, In his personal capacity and in his capacity as
trustee of both the Davies Family Trust and the Davies Arizona Trust, and Aeolian, as
well as Judith Davies, in her pefsonal capacity and in her capacity as trustee of the
Davies Famlly Trust, and Harris, solely in his capacity as trustee of the Davies Family
Trust, on an interlocutory basis until a final disposition of the proceeding.

2.  Davies asserts in the Davies Affidavit that the effect of the receivership and the
Recelver's purportedly unwarranted allegations against the Davies Developers and
him personally have been harmful and caused him to lose virtually all of his asseats;
however, as detailed in the Sixth Report, Davies' asset and liability statement reflects
that he has no assets and that he has not had any assets since prior to the
commencement of the recelvership proceeding.

* ¥ *

All of which Is respectfully submitted,

LY Loopran

K8V KOFMAN INC.,

SOLELY [N 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
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Court File No, CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) MONDAY, THE 1 7'
- )
) DAY OF JULY, 2017

Ny KOFMAN INC. IN ITS CAPACITY AS RECEIVER AND MANAGER
12 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 -
5OHN DAVIES AND AEOLIAN INVESTMENTS LTD.
Defendants
ORDER

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 Ttust (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.



9.

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 Ine. (“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 Ine¢., 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
andfor representative of the Davies Family Trust and the Davies Arizona Trust, Ms, Dayvies and
Mr, Hartis) 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 datéd July 12, 2017 with the appendices thereto, the
factum and book of authorities of the Plaintiff, and the affidavit of Mr, Davies sworn July 14,
2017,

AND ON HEARING the submissions of counsel for the Plaintiff and counsel for M,
Davies, Aeolian and Ms, Davies, with Mr, Harris’s counsel having advised that he takes no
position on the motion, .

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 4ll perSons with netice of this injunction, are
restrained from directly or indirectly, by any means whatsoever;

(a)  selling, removing, dissipating, alienating, transférring, assigning, encumbering, or
similarly dealing with any assets of the Deféendants, wherever situate worldwide,
including but net limited to the assets and accounts listed in Schedule “A” hereto;

(b) instructing, requestmg, counselling, demanding, -or cncouragmg 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,
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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
purpose of this order, the Defendants’ assets include any asset which they have the power,
directly or indirectly, to dispoese of or deal with as if it were their own, The Defendants are o 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.

Ovrdinary Living Expenses

5. THIS COURT ORDERS that Ms, Davies, in her personal capacity, is hereby authorized
and permitted to access and spend up to an aggregate amount of $25,000 for ordinary living
expenses and legal advice and representation,

6. 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

7. THIS COURT ORDERS that Mr, Davies (solely in his capacity as trustee and/or
representative of both the Dayies 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,

8. THIS COURT ORDERS that Mr.. Davies (solely in :his.capac,ity 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,

o 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 récommended to take légal 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
10, 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, Laureniian Bank of Canada, Tangerine Bank, President’s Choice Bank, JP Morgan
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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.

11.  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

12. THIS COURT ORDERS that this Order will cease to have effect if the Defendants
proyide 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

13, THIS COURT ORDERS that the requitements 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

14, “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 isdeclared enforceable or registered or enforced by a foreign court of
competent jurisdiction for that purpose, unless that person is:

(8) & party to thisaction orany 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

15, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administtative body having jurisdietion 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 Ordér or to assist the
Receiver and its agents in carrying out the terms of this Order,
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Variation, Discharge or Extension of Order

16,  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,

17 THIS COURT ORDERS that this Order shall remain in full force and effect until
August 31, 2017, unless varied or amended by finther Order of this Court. The making of this
Order is without prejudice to any argument that the Defendants may make on a motion moving
to set aside this Order prior to that time and on aschedule to be agreed to by the patties,

Coéts

18,  THIS COURT ORDERS that the costs of this motion are reserved to a Judge hearing
the action on the merits,

The ! ormurab!« A tis ;

gﬁT/ERED AT/ INSCR-H'A TORONTO
LE /DANS LE HEGISTHE NO:

JUL 17 2017

PER /PAREA.
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SCHEDULE “A”

ACCOUNTS

BANK

| ADDRESS

ACCOUNT NO, ACCOUNT HOLDER

Royal Bank of Canada

. Aurota-Yonge.& Edward
Branch, 14785 Yonge St-
{ Unit 101, 14785 Yonge St, |

| 00442 101.3069 Acolian Investments Ltd,

| Aurora, ON L4G IN1 .
, JP Morgan Chase Bank, N.A. | 270 Park Avenue, New 1 939712261 | Davies Arizona Trust
{- ‘ ] York, NY, 10017 ' | »
| Toronto Dominion Bank | TBD TBD Judith Davies. oo
REAL PROPERTY
MUNICIPAL ADDRESS | PROPERTY PIN LEGAL DESCRIPTION
on  oInh ot ' 29530-0018 (LT) | UNIT 18, LEVEL 1, YORK REGION VACANT
24 Country Ofib Drive | LAND CONDOMINIUM PLAN NO, 999 AND ITS -
King Lity, APPURTENANT INTEREST. THE DESCRIPTION |

L7B IM5

{ OF THE CONDOMINIUM PROPERTY 18 : PT

BLK 1 PL65M3631, PTS 2, 3.& 4, 65R26022;
TOWNSHIP OF KING, S/T & T/W AS SET OUTIN

SCHEDULE "A" OF DECLARATION YR325496, S/T

EASE IN YR342172.
135411 N. 66th Place, | APN21632-102 | PARCEL I;
.gsa;;f;ee, Arizona, USA, { { Lot 17, CAREFREE GRAND VIEW ESTATES UNIT
| 853 - 1, ACCORDING TO BOOK 224 OF MAPS, PAGE 26,
~and/or- | : RECORDS-OF
35410 N. Ridgeway Drive, | | MARICOPA COUNTY, ARIZONA.
- Carefree, Arizona, USA, | { DADCRT 90
Carafr | PARCEL2:

AN EASEMENT FOR INGRESS AND EGRESS AND |

_PUBLIC UTILITIES, APPURTENANT TO PARCEL
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REAL PROPERTY

MUNICIPAL ADDRESS |

PROPERTY PIN

LEGAL DESCRIPTION

NG, T, AS SET

| FORTH [N INSTRUMENT RECORDED IN DOCKET |
1 14945, PAGE 461 AND IN DOCKET 14945, PAGE
| 464, RECORDS-OF

MARICOPA COUNTY, ARIZONA, OVER ALL THE
PRIVATE ROADS IN CAREFREE GRAND VIEW

{ BSTATES 1,

ACCORDING TO BOOK 224 OF MAPS, PAGE 26, |
BOULDER VISTA ESTATES, ACCORDING TO

BOOK 227 OF MAPS,
PAGE 35; AND CAREFREE GRAND VIEW

MAPS, PAGE 2, RECORDS OF

| MARICOPA COUNTY, ARIZONA.

ESTATES N, ACCORDING TO BOOK 228 OF |
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KSV KOFMAN INC. in ifs capacity as Receiver and Manager of

*Certain Property of Scollard Development Corporition, ef al.

Plaintiff

v..

JOHN DAVIES et al.

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#57307T)

Phone: @16) 777-6254

Email: zweigs@bennettjones.com
Jonathan Bell (ILSUC#55457P)

Phone: (416) 777-6511

Email: bellj@bennettjones.com
Facsimile:  (416) 863-1716

Lawyers for the Plaintiff

Defendants
Court File No: CV-_;IZ—'},_1>82‘2—OOCL _
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Court File No. CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN;

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

Plaintiff
-and-
JOHN DAVIES AND AEOLIAN INVESTMENTS LTD,
Defendants

AFFIDAVIT OF
GREGORY HARRINGTON HARRIS

1, Gregory Harrington Harris, of the Township of King, Regional Municipality of York, MAKE
OATH AND SAY AS FOLLOWS:

1

1, Gregory Haﬁ‘ington Harris (“Harris"), am a trustee of the Davies Family Trust (*DFT”)

_and am subject, in my capacity as a Trustee of the DFT, toa Court Order by the Honourable

Justice Myers dated July 17, 2017 (* Order”) in the within matter,

I have been provided with a copy of the Order dated July 17, 2017. Attached hereto and
marked as Exhibit *A” is a true copy of the Order.

In response to my obligations pursuant to paragraphs 7 and ‘8 the Order, [ can advise that I
am aware of the following assets of the DFT, inclusive of their location:
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2

(a;) 300 shares of McMurray Street Investments Inc., an dntario corporation which was
developing a property in Muskoka, Ontario;

(b)  a property municipally known as 24 Country Club Drive, King, Ontario;

(¢)  a property municipally known as 220 Parkers Point Road, Gravenhurst, Ontario
(which property | understand was sold on April 24, 2017).
4. Further to the immediately preceding paragraph, I am not aware as to the value of any of
the assets.

5, Iam not aware of any other assets owned by the DFT.

6. 1make this Affidavit in résponse to the Order and pursuant 10 my obligations as a Trustee
of the DFT pursuant to the Order and for no other or improper purpose.

SWORN BEFORE ME at the City of
Torento, in the Province of Ontario on
July 20,2017

Commissioner for Taking Affidavits -
Peter V. Matukas

G AWRSIA 15001 -1 60000 5036\Pleadinga\ A Widavit O G Hamis2017 0730 (Swatn Date) « Aidavs OF Gregary Hanlp\'2:00ex



This is Exhibit “A”
to the Affidavit of
GREGORY HARRINGTON HARRIS,
sworn the 20th day of July, 2017.

Copimissioner for Taking Affidavits
Peter V. Matukas
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Court File No, CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) MONDAY, THE 17"
)
4 g&”ll CAURE /uce MYERS ) DAY OF JULY, 2017

N s&pemvi“)r‘ 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 DAVIES 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 Pamily 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 es 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 lving 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 {mprisoned, fined or have their assels seized,

THIS MOTION, made on notice by the Plaintiff, K8V Kofman Ine, (“KSV” or the
“Receiver"), solely in its capacity as recelver and manager of certain property of Scollard
Development Corporation, Memory Care Investments (Kitchener) Ltd,, Memory Care
Investments (Qakvitle) Ltd., 1703858 Ontario Inc,, Legacy Lane Investments Lid., 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 Mz, Davies in his personal
capacity and Aeolian) and an interim Order (in the case of Mr, Davies in his capacity as trustee
and/or represen(auve 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, Taronto,
Ontatio,

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 the affidavit of Mr. Davies sworn July 14,
2017,

AND ON HEARING the submissions of counsel for the Plaintiff and counsel for M,
Davies, Aeolian and Ms, Davies, with Mr, Harris’s counsel having advised that he takes no
position on the motion,

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:

(2)  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) {nstructing, requesting, counsellmg, demanding, or encouraging any other person
to do so0; and

(¢) facxhtatmg, assisting in, aiding, abetting, or participating in any acts the sffect of
which is to do so,
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3 THIS COURT ORDERS that paragraph | applies to all of the Defendants® assets
whether or not they are in their own name and whether they are solely orjointly owned, For the
purpose of this order, the Defendants’ assets include any asset which they have the power,
directly or inditectly, to dispose of or deal with as if it were their own. The Defendants are to be
regarded as having such power if & third party holds or controls the assets in accordance with
their direct ot indirect instructions,

4, THIS COURT ORDERS that if the total value free of charges or other securities of the
Defendants’ assets worldwide exeeeds $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 temains above §9,039,740.

Ordinary Living Expenses

3, THIS COURT ORDERS that Ms. Davies, in her personal capacity, is hereby authorized
and permitted to access and spend up to an aggregate amount of $25,000 for ordinary living
expenses and legal advice and representation,

6, 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

7. THIS COURT ORDERS that Mr. Davies (solely in his capacity as trustee and/or
representative of both the Davies Family Ttust 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,

8, THIS COQURT 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 osth within two (2) days of the delivery of the
aforementioned sworn statements,

9, THIS COURT ORDERS that if the provision of any of this information is likely to
incriminate Mr, Davies. (in his capacity us 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 o provide it, bul are recommended to take legal advice before refusing to provide the
information. Wrongful refusal te 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 thelr
assets seized.

Third Parties

10,  THIS COURT ORDERS Royal Bank of Canada, The Toronto-Dominion Bank,
Canadian Imperial Bank of Commerce, Bank of Nova Scotia, Bank of Mantreal, National Bank
of Cunada, Laurentian Bank of Canada, Tangerine Bank, President’s Choice Bank, JP Morgan
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Chase and ail 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 und prevent any removal or transfer of
monies or assets of the Defendants held in any account or on credit on hehalf of the Defendants,
with the Banks, until further Order of the Count, including but not limited to the accounts listed
in Schedule “A” hereto.

11. THIS COURT ORDERS that the Banks forthwith disclose and deliver up to the
Plaintiff any and all records held by the Banks concerning the Defendanls® assets and accounts,
including the existence, naturs, 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

12. THIS COURT ORDERS that this Order will cease to have effect if the Defendants
pravide security by paying the sum of $9,039,740 into Court, and the Accountant of the Superior
Court of Justice is hercby directed to accept such payment,

Dispensing with Requirement of Rule 40,03

13, 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

14, THIS COURT ORDERS that, insofar as this Order purports to have any effeot outside
of the tetritortal 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)  aparty to this action or any agent of a party to this action; or

(b) & 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

15, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory ot administrative body having jurisdiction in Canada, in the United States or
elsewhere to give effect to this Order and to assist the Recelver 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,
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Variation, Discharge or Extension of Order

16,  THIS COURT ORDERS that anyone served with or notified of this Qrder may apply to
the Court at any time to vary or discharge this Order, on four (4) days notice to the Plaintiff,

17.  THIS COURT ORDERS that this Order shall remain in full force and effect until
August 31, 2017, unless varied or amended by further Order of this Court. The making of this
Order is without prejudice to any argument that the Defendants may make on a motion moving
to set aside this Order prior to that time and on a schedule to be agreed 1o by the parties.

Costs

18,  THIS -COURT ORDERS that the costs of this motion are reserved 10 a Judge henring
the actien on the merits,

7,

The flonourable MrJustica Myerg

ENTERED AT/ INSCRI
ON/BOOKND: A ToRoNTO
LE / DANS LE REGISTRE NO;

JUL 17 2017

pen/PaRL L
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Aurora, ON 'L4G INY

Branch, 14785 Yonge St-
{ Unit 101, 14785 Yonge St,

SCHEDULE “A»
ACCOUNTS
BANK ADDRESS ACCOUNT NO, ACCOUNT HOLDER
' Royal Bank of Canada Aurora-Yonge & Edward ] 00442 101 3069 Atollan Investments Ltd,

1 939712261

JP Morgan Chase Bank, N.A. | 270 Park Avenue, New Davies Arizona Trust
1 York, NY, 100{7 _
Toronto Dominion Bank ( TBD TBD Judith Davles
REAL PROPERTY T
MUNICIPAL ADDRESS | LEGAL DESCRIPTION

PROPERTY PIN

24 Country Club Drive

King City, ON
78 1MS5

| 29530-0018 (LT)

] UNIT 18, LEVEL |, YORK REGION VACANT |
| LAND CONDOMINIUM PLAN NO. 999 AND TS ]

APPURTENANT INTEREST. THE DESCRIPTION
OF THE CONDOMINIUM PROPERTY 18 : PT '

BLK | PL 65M3631, PTS 2,3 & 4, 65R26022;
TOWNSHIP OF KING. 8/T & T/W AS SETOUTIN |
SCHEDULE "A" OF DECLARATION YR325496, 8/T
EASE IN YRM42172,

1 35410 N, Ridgeway Drive,
Carefree, Arizons, LUSA,

35411 N, 66th Place,
Carefree, Arizons, USA,
85377

-and/or-

85377

APN 216-32-102

PARCEL 1

LOT 17, CAREFREE GRAND VIEW ESTATES UNIT
1, ACCORDING TO BOOK 224 OF MAPS, PAGE 26,
RECORDS OF

MARICOPA COUNTY, ARIZONA,
PARCEL2:

AN EASEMENT FOR INGRESS AND .'BGR-ESS AND
PUBLIC UTILITIES, APPURTENANT TO PARCEL

1400



| FORTH IN INSTRUMENT RECORDED IN DOCKET
-§:14945, PAGE 461 AND IN DOCKET 14945, PAGE |
,464, RECORDS OF

_PRIVATE ROADS IN CAREFREE GRAND VIEW|
-1 ESTATES |,

L ACCORDING TO BOOK 224 OF MAPS, PAGE 26, |
1 BOULDER VISTA ESTATES, ACCORDING TO i

'MARICOPA COUNTY, ARIZONA,

«ﬂ .?"A‘
REAL PROPERTY
| MUNICIPAL ADDRESS | PROPERTY PIN LEGAL DESCRIPTION
| NO, T, AS SET

MARICOPA COUNTY, ARIZONA, OVER ALL THE

BOOK 227 OF MAPS,

PAGE 35 AND CAREFREE GRAND VIEW {
1 ESTATES 1l, ACCORDING TO BOOK 228 OF |
'MAPS, PAGE 2, RECORDS OF
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KSV KOFMAN INC. in its capacity as Receiver and Manager of
Certdin Property of Scollard Development Corporation, ef al.
Plaintiff

¥,

JOHN DAVIES et al.

. Defendants
Coust 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.G.Box 130

Toronto ON M5SX 1A4

Sean Zweig (LSUC#H573071)
Phone: (416) 777-6254
Email: 2Zweigs@bennettjones.com

Jonathan Bell (LSUCH55457P)

Phone: (416) 777-6511

- Email: bellj@bennettjones.com
Facsimile:  (416) 863-1716
Lawyers for the Plaintiff

404"



KSV KOFMAN INC.
Plaintiff

JOHN DAVIES, et al.
Defendants

Court File No. CV-17-11822-808CL.

ONTARIO A
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced at
TORONTO

AFFIDAVIT OF
GREGORY HARRINGTON HARRIS

HARRIS + HARRISLLP
Barristers and Solicitors
2355 Skymark Avenue, Suite 300
Mississauga, ON L4AW 4Y6

Peter V. Matukas
LSUC #55898Q
petermatukas@harrisandharris.com
Tel: 905-629-7800
Fax: 905-629-4350

Lawyers for
Gregory Harrington Harris, Trustee
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Court File No.: CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

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

STREET) INC.
Plaintiffs
- and -
JOHN DAVIES and AEOLIAN INVESTMENTS LTD.
’ Defendants
AFFIDAVIT OF JOHN DAVIES
(Sworn July 24, 2017)

I, John Davies, of King City in the Province of Ontario, MAKE OATH AND SAY:

1. I am a trustee of the Davies Family Trust and the Davies Arizona Trust, As such, I have

personal knowledge of the information set out in this affidavit.

2. Attached as Exhibit “A” are statements of the assets and liabilities of the Davies Family

Trust and the Davies Arizona Trust as of July 24, 2017.

3. In my personal statement of assets and liabilities previously provided to the Receiver, I
had listed our house at 24 Country Club Drive as an asset, The house is in fact held by me and
my wife in our capacity as trustees for the Davies Family Trust. As such, the house has been
included as an asset of the Davies Family Trust and should not be considered an asset that I hold

personally.
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4, I swear this affidavit in response to the Order of the Honourable Justice Myers dated July

17,2017,

SWORN BEFORE ME ai the City of
Toronto, in the Province of Ontario on July

24,2017
_emmissioner for TaklngKffidavits - U JOHN DAVIES
{or as may be) .

M reheet Beofoit_



THIS IS EXHIBIT "A"
REFERRED TO IN THE AFFIDAVIT OF
JOHN DAVILS
SWORN BEFORE ME
THIS 24*DAY OF JULY, 2017

T Al ) T

_~Commissioner for Taking Affidavits, etc,

Mickat! Beedrdt .
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Assets
1)

2)

Liabilities

24 Country Club Drive (Residence)

Davies Family Trust
Assets and Liabllities
as of July 24, 2017

30% shareholder interestin McMurray Street

Investments Ltd.

Value

1407

Location
1,600,000 Ontatio

unknown Ontario

Total Assets

1,600,000

Total Liabilities
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Davies Arizona Trust
Assets and Liabllities
as of July 24, 2017
Assets Value (USD)
1) 35410 N. 66th Place, Carefree 1,090,000 - 1,440,000
- value depends on $/sf; range is based on
comparable properties
2) Household furnishings 30,000 (est.)
3) Desert Mountain equity membership 20,000
Total Assets 1,140,000~ 1,490,000
Liabilities
1)  First Mortgage - Bank-of Internet 600,000 (est.)
2)  Unpaid invoice « Identity Construction 167,517
- stated Jlability does not include Interest at 18% per
annhum
3) Construction deficiencies to be remedied 150,000 (est.)
4)  Chase Bank Account (overdrawn) 280.78
5) 8ills:
Property tax 12,000 (est.}
Utilitles 2,200 (est.)
Link Architects 4;000 (est.)
Bascia Interiors 10,000 (est.)
Total Liabilities 945,997,78

Location
Arizona

Arizona
Arizona

Arizana
Arizona

Arizona
Arizonha

Arlzona
Arizona
Arizona
Arizona
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A Court File No. CV-17-11822-00CL
KSV KOFMAN INC. in its capacity as Receiver and Manager of - and - " JOHN DAVIES et al.

Certain Property of Scollard Development Corporation, et al.
Plaiatiffs " Defendants
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

Proceeding Commenced at Toronto

AFFIDAVIT OF JOHN DAVIES
Sworn July 24, 2017)

Dentons Canada LLP

77 King Street West, Suite 400
Toronto-Dominion Centre
Toronto, ON M3K 0A1

Kenneth Kraft

LSUC#: 31919P

Tel.: (416) 863-4374

Fax: (416) 863-4592
kenneth.kraft@dentons.com

Michiael Beeforth

LSUC # 58824P

Tel.: (416) 367-6779

Fax: (416) 863-4592
michael.beeforth@dentons.com

Lawyers for the Defendants
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Court File No.: CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

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

STREET) INC.
Plaintiffs
- and -
JOHN DAVIES and AEOLIAN INVESTMENTS LTD.
Defendants

AFFIDAVIT OF JUDITH DAVIES
(Sworn July 24, 2017)

1, Judith Davies, of King City in the Pravince of Ontario, MAKE OATH AND SAY:

1, I am the spouse of John Davies, one of the defendants in the above noted action, I am
also a trustee of the Davies Family Trust. As such, I have personal knowledge of the information
| set out in this affidavit. For convenience, terms which are not otherwise defined in this affidavit
have the same meaning as the defined terms in the Affidavit of John Davies sworn on July 14,

2017,

2, I swear this affidavit in opposition to the Receiver's motion seeking cettain interim and
interlocutory Mareva relief against me, my husband, his holding company Aeolian, the Davies

Family Trust and the Davies Arizona Trust.
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3 I was not and have never been involved in my husband’s development business, and
played no active role in any of the development companies that are the subject of this action and
of the Recelver's various reports. As such, I have no evidence o provide in respect of the

allegations made by the Receiver regarding those companies.

4, I attach as Exhibit “A” to my affidavit a statement of my assets and liabilities as at
today's date. My only ;ssets are my personal and household effects, and my interest as a
discretionary beneficiary of the Davies Arizona Trust. My liabilities include the first mortgage
on our home at 24 Country Club Drive, and income tax arrears owing to the CRA in an
approximate amount of $400,000.00, These arrears stem from fees earned by my husband, which
were paid to me from Acolian from time to time in order to reduce my husband's personal
income tax burden, All such payments that I received have long since been spent on our living
expenses, I have not received any payments from Aeolian or any of my husband's development

companies since I une 2015.

5. I do not currently have a bank account, I previously had two accounts at TD Canada
Trust (a Canadian dollar account and a linked US dollar account), both of which were frozen by
the CRA in or about June 2015, The Canadian dollar account was closed in August 2015 by TD
with a balance owing of $319.58. I believe the US dollar account was closed at or around the
same time. I also had a bank account at Chase in Maricopa, Arizona which was opened in March
2011, To the best of my knowledge, there has been no activity in that account since January

2014,

6. These proceedings have created stress and frustration for me, my husband and my family.

My husband has been vnable to continue with his business and his reputation has been severely
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impacted. As a result, we have lost our assets and have been forced to take steps to sell our
home. We have had to sell artwork held in the name of our children and T have had to pawn
personal belongings in order to fund our day-to-day living expenses, While I recognize that this
Court has provided me with a temporary $25,000 exemption for living expenses, the fact is that

we do not have $25,000 to spend and have no ability to raise this amount in our current

circumstances.

7. In an effort to support my family, I recently began working part-time in a clerical position
at a real estate office, I am earning approximately $22 an hour and have earned one paycheck to
date, which I gave to my stepdaughter to cash through her bank account. We used the proceeds

of my paycheck to pay our utility bills,

8. In the event that this Court grants the order sought by the Receiver, the Receiver should
be. required to provide an undertaking as to the damages that we have incurred and continue to

incur as a result of these proceedings,

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario on July

24,2017 J .
ANl Y 7

et

ommissioner for Taking Affidavits DITH DAVIES

M ’ow?‘asgzybd 2 /‘Z_.
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THIS IS EXHIBIT "A"
REFERRED TO IN THE AFFIDAVIT OF

JUDITH DAVIES
SWORN BEFORE ME
THIS 24" DAY OF JULY, 2017

ommissioner for TdldngAffidavits, ete.

/M(CA,W/ gé«&M{_
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*Judy Davies
Assets and Liabilities
as of July 24, 2017
Assets Value Location
1) Household and personal effects 20,000 (est.) Ontarlo
2) Davies Arizona Trust - Discretionary Beneficiary unknown Arizona

Total Assets 20,000 (est.)
]

Liabilities
1) First Mortgage 24 Country Club 1,050,000 (est.) Ontario
2) CRA 400,000 (est.) Ontario

Tota! Liabllities 1,450,000 gest.)



Count File No. CV-17-11822-00CL

KSV KOFMAN INC. in its capacity as Receiver and Managerof -and- JOHN DAVIES et al.
Certain Property of Scollard Development Corporation, et al.
Plaintiffs Defendanis
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

Proceeding Commenced at Toronto

AFFIDAVIT OF JUDITH DAVIES
(Sworn July 24, 2017)

" Dentons Canada LLP

77 King Street West, Suite 400

1 Toronto-Dominion Cenfre
; Toronto, ON MSK 0Al

Keaneth Kraft

LSUC #: 31919P '
Tel.: (416)863-4374

Fax: (416) 863-4392
kenneth. kraft @dentons.com

- Michael Beeforth

LSUC #: 583824P

- Tel: (416)367-6779

Fax: (416) 8634592

' michael.beeforth@dentons.com

4. Lawyers for the Defendants
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THE DEVELOPER 1418
Memory Care Investments Lid.

John Davies
Memory Care Investments Lid, the developer
of the Oakville Alzheimet's and Dementia Care
facllity, was founded by John Davies, a founding
partner of GenerX Inc., one of Canada's most
R successiul condomlnlum, resort, retall and office
developers. John has a wealth of real estate development,
cohstruction and finance experlence across a broad spectrum
of the development industry. For more than 35 years, John
has been Involved In the acquisition, financing, design,
development and construction of real estate development
projects across North America, including well-anchored strip
centres, retall power centres, senlors’ housing, and commerclal
office, recreation and high-rise residential developments. The
development team has significant experience concelving and
successfully executing a wide spectrum of real estate projects
resulting in substantial financial returns by implementing
innovative design, engineering, construction and marketing
strategles. They have developed and built over $1 billion of
real estate assets for thelr own account and In joint venture
partnerships with some of Canada's largest development firms,
Projects they have been involved In have won numerous Urban
Development, Deslgn and Sustalhable Architecture awards,
including a Governor General's Award for Design in 1991,

THE FINANCIER

Tier1 Transaction Advisory Services Inc.

Raj Singh Is the President and founder of
Tler! Transaction Advisory Services Inc, a
firm specializing in financing real estate related
projects In Canada.

. Asenior executive withover 20 years’ experiencein
buslness services, his responsibilities have included operations
management; corporate flnance (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 industrles, including financial services; retall; oll and gas;
refinery; nuclear; consumer products; educational institutions;
federal, provincial and municlpal 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 sclentific journals while an undergraduate.
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PROJECT DESCRIPTION

Alzhelmer’s disease and dementia patients and thelr families
face an impending dilemma in their search for quality,
sustainable care In Canada, Victims of the second most
feared disease in this country have very few options when
it comes to the prospect of finding appropriate housing
and care. The governmental agencles charged with finding
a solution to the huge shortage of beds and proper care
in Canada have been unable to effect a viable solution for
a disease that Is developing at an unmanageable rate.
The problem Is getting worse and the disease Is affecting
Canadians at a younger and younger age every year.
There simply are not enough beds in Canada for patients
today, let alone In 2024, when there will be -over 1 milion
Alzheimer's-afflicted Canadians.

The majority of Ontario’s long-term care facilites are in
need of modernizing, so much so that the government has
recently inftiated stricter compliance standards to combat
the systemic problems Inherent in the care and housing of
dementia patients today. The physlcal configuration, decor
and amentties of existing senlors’ facillties are not deslgned
1o respond to the speclalized requirements of people with
Alzhelmer's disease. Most facllities do not have capable,
tralned or well-equipped staff or management.

While some seniors’ residence operators in Canada allow
limited Alzhelmer's patient residency in thelr facilities,
the vast majority of operators are li~equipped to mest
the minimum dally requirements of these speclal-needs
residents, Warehousing of dementia patients Is not
the answer. Multl-purpose, multl-use seniors’ facllities
cannot provide a suitable quality standard of care or living
environments close to those designed and Implemented
by Memory Care. '

The fight against Alzheimer's disease and dementia Is
upon us, The United States has ploneered new, innovative
forms of care .and housing. Private-pay, stand-alone,
speclally designed and constructed facliities are belng
built throughout the US by spedialty national providers, but
Canada has lagged far behind our American counterpatts.
This battle cannot be won by our government alone and
the disease Is fast outpacing public-sector Inttiatives, which
are too little, too late.

Memory Care facllities are taking the lead In this fight
In Canada, Memory Care Is establishing a nationally
recognized standard of care and residency for
Alzhelmer’'s and dementia patients and we are meeting this
challenge head on by providing quallty, private-pay, stand-
alone residences for Alzheimer's and dementla patlents
across Canada.

PROJECT UPDATE - 1419

The development team applied for a bullding permit and
submitted architectural plans and specifications to the Town
of Oakvllle in December 2014, The building department
has since revlewed the plans and has provided formal
comments followlng Its detalled review. Those comments
are consldered minimal, dealing mostly with exiting
requlrements, and the team Is responding to the Town's
concems, In order to move forward with construction of the
building, Memory Gare is required by the Town of Oakville
to pay development charges and servicing conhection fees
totalling $1.2 million. In addition, Memory Care has made
a Jolnt water-main servicing agreement with our northerly
nelghbour to reduce servicing costs and timing, Memory
Care paid half of this $300,000 water-main cost In the
fall of 2014, These additional fess, securlty and servicing
costs Will be paid out of the upcoming Tler1 advance.

Refinements to the bullding permit set of drawings have
been ongoing since receipt of building department
commentsandthearchitectsand engineers expecttobeina
position to resubmit their final drawings. within three weeks.
The developer has recelved a CCDC (Canadian
Construction Documents Committes) Construction
Management Contract from Leeswood Design Build
Contractors, Leeswood has engaged a shoring and
excavation subcontractor to prepare an application for
an excavatlon, shoring and foundation permit. Once
development charges and other fees are paid to the Town
of Oakville, the building permit will be released.




Location:

Zoning:

Site Area:
Building Size:
Height:
Parking:

Units:

NE corner of Lakeshore
Road West and Garden
Drive, Qakville, Ontario

High-density residential
0.7 acre

61,200 sq. ft.

4.5 storeys
Underground

60 proposed suites
housing 78 residents

Memory Care Oakviile is a spetidily 1420
designed assisted-living facility that
enhances quality of life by catering to

the specific requirements of people

with dementia.

¢ 78-resident maximum to allow
for an unrivalled level of care
and treatment

o Highly trained management
and personnel

e (On-site medical practitioners

e Carefully designed accommodations
that include circular routes and
corridors without ends, bright and
contrasting colours, classical music,
indirect lighting, natural light and
outdoor spaces to enhance the
experience and help create a calm
living environment
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Once the full amount has been raised, the offering is closed to new investors. Ask your advisor today about
how {o. particlpate with your RRSP, LIRA, RESP, TFSA or cash,

Professional Services

Facility Manager and Operator:

Eldercare Consulting Inc.

Quantity Surveyors:
Pelican Woodcliff Inc.

l.egal Advisors:
Hartls + Harris LLP

Appraisers:
Michael Cane Consultants

Regiétered Custodian:
Olympla Trust Company

Architects:
Fablani Architects

Structural Engineers:
SWS Engineering

Site Servicing Engineers:
WMI Engineering

Electrical Engineers:
Tristar Engineeting

Landscape:
Tetraplan

Planners:
Lucas and Assoclates

Environmental:
Church and Trought Lid.

Management Firm -
Tier1 Transaction Advisory Services Inc.

3100 Steeles Avenue East, Suite 902, Markham, Ontario L3R 8T3
tel: 647-748-8437 | fax: 647-689-2374

TgE R Tler1 Transaction Advisory Services Inc.

advises in the creation and design of mortgage
ADVISORY products. Tier! Advisory's products are
distrlbuted through First Commonwealth Mortgage Corporation
(FSCO licence #10636) and Tler1 Morigage Corporation (FSCO
lloence #12314), Note: Tler1 Transaction Advisory Services Inc. is
not-a mortgage broker or Investment dealet.

Mortgage Brokerages ~
First Commonwealth Mortgage Corporation

First Commonwealth has been in business since
e % M € 1994, Its principal broker Is Jude Casslmy (FSCO
"' LATA  llcence #10638). Mr. Cassimy has been licensed
S by the Financlal Services Commission of Ontarlo
since 1991, All syndicated mortgage transactions will be handled by
licensed mortgage agents and brokers,

Tier1 Mortgage Corporation
Broker: Dave Balkissoon (FSCO licence #12314)

Law Firm - _
Harris + Hatris LLP

N E:R Harrls + Harrls LLP Is a very well respected
“g H business law firm in the GTA that has lawyers
” L 12

, who praciise in a variety of business and
HABRIS & HARRIS. commerclal areas,
HARRISTERS AND SOEICADRS
Harrls + Harris LLP has slgnlficant experlence In commercial
real estate transactions, including real estate financing using
syndicated mortgages.

This Is not an offer to sell securities, Licensed mortgage agents/brokers close all transactions. All mortgages are closed through
First Commonwealth Morigage Corporatlon, Financlal Services Commission of Ontarle (FSCO) licence #10636.

Mortgage investments have tisks and may not be suitable for all Investors, Potential Investors are encouraged to seek Independent
legal and financlat advice before Investing,

1421




LIMITED-TIME OFFERING

pnmdum wnhynu'Rﬂsi’ UHA,RESP‘TFSAorush.

1 new Invasiors, Ask your advisor today about how to

ional Servi ot Fisrr—
Tierl Transaction Agvisory Services Inc.
Fxmvm'md 3100 Stacles Averwso East, Sulte B02, Markham, Ontara L3R 8T3
(6L 6477488437 | fwc 647-689-2374
E!darmMmlgnmmlnnd
Consutting Comp. TgER ﬂsnTmMmAdvknryServbaslrc..
Quantity Surveyorss ADVISORY MMWspmsm
Pefcan st
. [FSCOficence l1ﬂmdele1Moﬂnngecaporamn(Fsco
Lagal Advisora: Toanos #12314). Note: Tt Trensaction Advisocy Serdeas Inc. &
Harria » Hamis LLP i S0 broker o ke ey
Appralsors:
Michaal Cene Consultaiits Momage Brokerages =
A Commonwealth Morigage Corporation
Regiatared Gustodian: st
Olympia Taust Com)
ey 1984, is pdntipal brokeris Juda Cessmy FSCO
Architects; Jeance #10536). Me Cassinry has been licensad
Fablani Architccta. bythe W&Mczs&zmﬂsdmomnmo
sinch 1991, Al Syndicalbd morigage 2 5
‘Structural Engineersz Scensed morigage agents and brokers.
SWS Enginssiing
Tiert Mortgage Corporation
Sits Servicing Enginuprs: ‘name: Dave Balkissoani (FSCQ ficence £12314]
WMi Enginesring
Electrical Englneers: law Fim =~
Tristar Enginéeding Hasis + Hafris LLP
'z S e Harits + Hanmis LLP Is 2 varywal respocied
Toragin, Eﬁ biasiness law i Iy he GTA thet hes lawyers
] v{l-luprnqisunavwmyofbwmsmd
Planners: naRmS + mamAls.. Commercial areas.
Lucas and Assoios NS Lo
Hz'lLvat-HarsLLPFass!gnMwnm
Environmental: L ans, Including real estute

Church and Trought L1,

financing using syndicated morigagex.

logal 3nd Snancisl achice belon Eesiing-

MEMORY CARE TZER1
INVESTMENYTS LTD. ADVISORY

ADDITIONAL FIRST MORTGAGE FINANCING
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* 8% annual fixed fate of interest p to 36-month term
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- d LIRA eligible
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“* Zonlng: High-tlensity residential

Site Area: T acre

Building Size: 63,200 sq.ft.

Height: 4.5 storeys

Barking: ndergr ’

Units: GO proposed suites

housiig 78 residents
i

Nemory Care Oakvileis a
specially designed assisted fiving
facility that enhances$ quality of
Iife by catering to the specific
requirements of people with
dementia.

* 78-resident maximum 1o allow
for an unrivalled level of care
and treatment

.

Highly trained management
and personnel

On-site medical practitioners

Carefully designed
accomimodations that include
circular routes and comidors
without ends, soft colours,
classical music, indirect Eghfing,
natural fight and outdoor spaces
1o enhance the experiénce

and help create a calm living
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investor bonus paid in
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THE DEVELOPER 1426

Scollard Development Corporation

John Davies

Scollard Development Corporation was formed by John Davies to
undertake large, complex residential development projects primarily
In the GTA. He has a wealth of real estate development, construction
and finance expetience across a broad spectrum of.the development
industry. FormorethanBSyears John has been Involved In the acquisltion, financing,
design, development and construction of real estate development projects across
North America, Including well-anchored strip centres, retail power centres, seniors’
housing, and commercial office, recreation and high-fise residentlal developments.
The development team has significant experlence concelving and -successfully
executing a wide spectrum of real estate projects resulting In substantial financlal
returns by implementing innovative design, engineering, construction and marketing
strategies, They have developed and built over $1 billlon of real estate assets for
their own account and In Joint venture partnerships with some of Canada's largest
development firms, Projects they been Involved In have won numerous Urban
Development, Design and Sustainable Architecture awards, inoluding a Governor
General's Award for Design in 1991,

THE FINANCIER

Tier1 Transaction Advisory Services Inc.

Raj Singh
Ra) Singh is the President and founder of Tieri Transaction Advisory
Services Inc.,, a firm spscializing In financing real estate related
projects In Canada. A senlor executive with over 20 years' experlence
%3 In business services, his responsibllities have Included operations
management; corporate finance (mergers and acqulsitions, ralsing debt and equity
financing); capltal markets activities; operational and flnanclat restructuring; bullding
and managing high-performance sales and dellvery teams; conceptualizing,
developing and executing sales and marketlng strategles; and technology product
development and management,

Raj has solild experience selling to and servicing a broad range of Industrlas,
Including financlal services; retall; oll and gas; refinery; nuclear; consumer
products; educational institutions; federal, provinctal 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 studles 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
studles In prestiglous International sclentific journals while an undergraduate.




the project as a waterfront community, Our

THE ARCHITECT

1Bi-Young and Wright Architects

Governor General's Award winning designers 1Bl-Young and Wright

IB 1 Architects have been retalned to concelve the overall community
| GRGUB | mester plan, They are the fourth fargest architectural firm in
the world; with over 80 offices around the globe employing more
than 8,000 people.

30 years of experlence, has recelved dozens of design awards and
has been the-architect In charge of many large, suocessful mixed-use
# development projects, He has been the architect In charge on over
$2 billlen of construction projects around the world, He and his staff are at work
praparing detalled building deslighs for the first phase of the development, which
will be bullt on approximately 1.4 acres. Future phases are snvisioned on land to the
south and north of the site,

The first phase of development will contaln approximately 120 suites In a four-
storey bullding configuration of stacked townhome and luxury-condominium stites,
Ground-fleor sultes will have private walkout terraces and the top-floor units will
have the optlon of adding a 250 square-foot roof-top “Lighthouse” along with-a 600
square-foot private deck featuring spectacular views of the Yacht Club and Lake
Ontarlo, a five-minute walk away. When fully developed, the projact Is envisioned

to encompass over 800 resldentlal sultes and an acre of private parkland, open -

space and gardens,

THE MARKETING TEAM

pb marketing

Award winning graphlc designers -and the go-to speclalists In the
marketing of residential and mixed-use development projects for over
5 30 years, pb marketing has been retalined by Scollard Development
suespiivg  Corporation to concelve the overall project Identlty and direct marketing
efforts, Many different concepts for the project's name were considered before
the development team sslected "Boathaus,” Thls name was selected because the
marketing team belleves the name wilf position

target purchaser Is predominately a young,
martied professional who will commute to work
In Toronto via GO Translt. Qur market audience
will appreciate young, hip, contemporary bullding
deslgn, the proximity te publictransit and Highway
401, the open spaces, parks and shopping
within walking distance, and the proximity of
the development to Lake Ontarlo, Web design Is
underway, We expect to.commence marketing In
the Summer of 2014,

Clarence Poirler
For over 25 years, Clarence has
speclalized In the marketing -of
R cll aspects of real estate, He has
asslsted In over $20 bilion of real
ostate sales, Including well over 400 condominium
projects, adult lifestyle developments, major
residential communitles and commerclal
propertles, His invoivement with clients such
as Tridel, Monarch, Minto and Greenwin has
brought him many [ndustry awards,

Architect Rendering

PROJECT DESCRIPTION

Scollard Development Corporation Is pleased to announce:
Boathaus, lts newest condominium townhouse developmenit
in Whitby, Ontario, one of the fastest growing municipalitles
In Canada. The three-acre development site Is zoned and
approved for a mix of housing types, Scollard plans to design
and construct the project In two phases, The first phase Is a
120-unk, stacked Jow rise complex on approximately 1.4 acres,

The site Is strategically located Just south of Highway 401 at
the Brock Streat exlt and less than 800 metres from the Whitby
GO station, making the property an Ideal resldentlal location for
comrnuters seeking accommodations a short walk from the
traln. Convenlent access to transportation Is not this property's
only attraction. 500 metres to the south Is Whitby Harbour, A

. pleturesgue lakeside trall system winds Its way east and west

from the yacht club through forested areas, sports flelds, biking
tralls and 50 acres of outdoor public amenity space. Iroquols
Park Sports Complex Is the largest sports-plex east of Torento
and Is home 1o slx Ice pads, fitness facllities, a gymnasium,
an Olymplo-sized swimming pool and a community centre, all
‘open to the pubilc and located less than a five-minute walk from
the property.

A wel-established single-famlly home residentlal neighbourhood
lles directly east of the property, and three 18-storey condominium
towers are sltuatedto the north-and west of our sits, Sales prices
In these buildings are strong and market demand for sultes in
these bulldings remains robust,

Scollard Development belleves this site may be ons of the best
undeveloped resldential sites east of Toronto, Market demand
for this type of product Is high: Sales prices are expected to be
above $400,000 for a 1,000 square-foot sulte,
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LIMITED-TIME OFFERING

Once the full amount has been ralsed, 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

Legal Advisors:
Harris + Harris LLP

Architects:
IBl-Young and Wright Architects

Structural Engineering:
Atkins & Vangroll Ltd.

Appraisers:

Michael Cane Consultants

Planners:
Tunney Planning Inc.

Registered Custodian:
Olympla Trust Company

Landscape:
JVV Lid,

TZER

Management Firm -

Tier1 Transaction Advisory Services Inc.

3100 Steeles Avenue East, Suite 902, Markham, Ontarlo L3R 8T3
tel: 647-748-8437 | fax: 647-689-2874

Tier1 Transaction Advisory Services Inc.
advises in the creatlon and deslign of mortgage
ADVISORY products. Tier1 Advisory's products are
distributed through First Commonwealth Mortgage Corporation
(FSCO licence #10636) and Tler1 Mortgage Corporation (FSCO
licence #12314). Note: Tier1 Transaction Advisory Services Inc. Is
not a mortgage broker or Investment dealer.

Mortgage Brokerages —
First Commonwealth Mortgage Corporation

First Commonwealth has been In business since
1994, lts princlpal broker Is Jude Cassimy (FSCO
licence #10636). Mr. Cassimy has been licensed
by the Financial Services Commisslon of Ontario

~sinoe 1991 All syndicated mortgage transactions will be handled by

licensed mortgage agents and brokers,

Tier1 Mortgage Corporation
Broker: Dave Balkissoon (FSCO licence #12314)

Law Firm -
Harris + Harris LLP

Harris + Harris LLP is a very well respected
business law firm In the GTA that has lawyers
i1 I who practise In a varlety of business and
HARRIS # HARRIS,: COMmMercial areas,
HERMRIREY A40 SOLIRINIAE

Harrls + Harris LLP has significant experience
in commerclal real estate transactions, Including real estate
financing using syndicated mortgages.

This Is not an offer to sell securities. Licensed mortgage agents/brokers close all transactlons, All mortgages are closed through
First Commonwealth Mortgage Corporation, Financtal Services Commission of Ontario (FSCO) licence #10636.

Mortgage Investments have risks and may not be suitable for all Investors. Potentlal Investors are encouraged to seek Independent
legal-and financlal advice before Investing.
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J -8% 'a‘tnnijarl fixed Féfg of ifterest - . 36 month term

S,

RETIZa LI,

| gt

. Cash,ﬁf{RSP RE‘SP TFSA

(nves’éor bonus paid from
dlstnbutable cash proceed

o ot

sJ,

|

T

T

Pt




“#1 Summer destination in the world, 2011*
*One of the baxt frips in the werld, 2012°

Travoler

LIMITED-TIME OFFERING

Ask yiar ot lodey LRAorcash,
v vicas FIRM
Quanthy Surviyors: ﬁw1TﬂnsudonMvhqys-mic‘:‘;=
@4 | z [
Harria + Honie Tier 1 Tradiiction Advirory Sofvicis e 1
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LEGACY LANE

INVESTMENTS LTO. ADVISORY

A WORLD-CLASS INVESTMENT OPPORTUNITY
SYNDICATED MIORTGAGE

e asi s + aeam R
» 8% annual fixed rate of « 36-month term’ !
ot 1 i -1' -
« Interest paid quarterly | « Gash or RRSP eligible
kl
1
"1

= 4% per annum end-of teim™
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INVESTMENTS 'LTD, (FSCO licence 4#10638)

First Commonwealth Mortgage Oorporallon

FIRST MORTGAGE FINANCING
UP TO $13 MILLION

.‘_‘_._.--.._4._ ey - g .‘ o _v.".,‘:‘.‘.‘,q.,i-. Lo sl on ;
* 8% annual fixed rate of interest ‘Construction financing i
LA A ) : '} 3 o

* Interest, pald quarterly . . 1-year term plus two ]

* $25,000:minimum




Johi Davies
Memory Care
Investments
(Burlington) Ltd.

Raj Singh -
Tier 1 Transaction
Advisory Services Inc.

1434

THE DEVELOPER

Memory Care Investments (Burlington) Lid.

_Msmory Care. investments (Burlington) Ltd., the developer of the

Burlington Alzheimer’s and Dementla Care facllity, was founded by

‘ 'John Davles, -a founding partner of GenerX Inc., one of Canada’s most

successful condominium, resort, retall.and offlos developers. John has a
wealth of real estate development, construction and finance experlence
across a broad spactrum of the development industry. For more than
35, years, Johh has been Involved I the acquisition, financing, design,

_.development and -construction of real estata development projects
- aoross. North Ameﬁca, Includlng ‘well-anchored strlp centres, ' retall -

pgwgr centres, senfors’ housing, and commerclal office, recreation
and ‘high-rlse tosidential developments. The development team has
signiflcant experience conceiving and successfully executing a wide
speotrum. of real estate projects resulting In substantlal financial returns

- by Implementing innovativa design, englneerlng, construction and
“marketlhg strategles, They have developed and bulit over $1 billion of

real estate asssts for their own account and In joint venture partnerships

. with some of Canada's’ largest development flrms. Projeots they have

be'en involved In have won numerous Urban Development, Deslgn and
Sustainable Architecture awards, including a Govetmor General's Award
for Design in 1991;.

o,

;\é: "'"f‘ﬁ.‘@ﬂ.’im.. .y
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. PROJECT DESCRIPTION ¥ BURLINGTON

Memory Care 'Burllngton Is & speoially designed assisted-living facility ) : M ARKET AND
that enhances quality of life by catering to the speclfic requirements of . DEMOGRAPH | CS

people with dementia.
. 15% of Burlington's residents are
. Approxlmately 80-resident maximum to allow for an unrlvalled levet - - senior citizens, making it one of
of care and treatment . the mast aged (per capita) cities
*  On-glte medioal praotltloners - inGanada, On anational basis,
*  Accommodations that inolude clroular routes and corridors without 8% of the Canadian population is

ends, bright and -contrasting colours, classical muslc, indirent G5 or older.

lighting, natural ight and-outdoor spaces to enhance the expetience

Burlington s part of the GTA and i
and help- create a calm living environment urlington is part of the GTA and is

in Halton Region. It has a population
of 175,799 residents, up 7% since
2007, Median household income is
$74,969. The average house price is
$421,008,

Burlington has been ranked the
best aity in the GTA and the second
best in Canada in whiph to tive by

G 4 S Moneysense magazine.

mv(uu«s 7‘ mw u«.,twau

There are 900,000 persons in the .-
Hamilton and Halton catchment
area. That service area includes
Burlingtan, Halton Hills, Milton,
Oakville and the east side of
Hamiltoh. (www.alzhh.ca)

There are 13,000 registered

LQGaﬂO_ﬂ: 2170 Gh@nt.Avenu_e, Burlington, On?ario ' . Alzheimer's suffeters in the Halton
Zoning: Retirement Residence {zoning fully in place) ! Hills catchment area, which

Bite Arpa: Approximately 1 acre I includes Burlington. That represents
Building Size: - Approximately 57,000 sq. ft. B - 1.5% of the catchment area's total
Héight: 4 storeys I Population. There are 500,000+ -

. : registered Alzheimer’s sufferers

Parkmg: Surface i - in Ganada. That reprasents

Units: ‘60 proposed suites to accommodate 80°residents approximalely 1.7% of the national,

population. .

F’RO,JEQT UP DATE ) By extrapolation of the catchment
) area numbers, there are )

The development team has met the requirements of the munlcipality approximately 4,800 persons wilh
including the payment of $1.4 mililon to the City an July 13th, 2016 for S Nthe'lTe’ s d'.geasfe ")I’,’”‘J ot
Development Charges, Leyies, Sscuritles and Fees. The clty issued the . ;:’ou;';";%tz:;he‘: acility seeksto
full bullding permlt the week of August 1st, 2018, Varcon Construction i ] G

. has cleared the site and Installed perimeter fencing. Thelr site traller is : SDL},QES : statcan.go.ca, T —
now on site, Constructlon is expected to take 11 months. | moneysense.ca
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Professional Services

Legal Advisors:
Harris * Harris'LLP )

Appralsers.

_ Michael Gans Gonsiltants

Reglstered Gustodian:
Olympla Trust Company

Mortgage Brokerage ~
First Commonwealth Mortgage Corporation

- First Commonwealth has been in business since
- 11994, ‘lts principal broker is-Jude Cassimy (FSCO
" Hleenoe $#110636). Mr, Cassimy has been licensed
= by the Financlal Services Commission of Ontario
sihce 1991. Al syndlcated martgage transactions will be handled
by flcensed mortgage agents and brokers,

Law Firm -
Hartis + Harris LLP

& Harrls + Harls LLP Is a very well respected
| : ) business-law firm in the GTA that has lawyers

who practise In a varlety of business and
HARRIS + HARRISw cOmmMercial areas,
BARRBSIZAS AYD SULIGTORS
Hatris -+ Harris LLP has significant experience In commarcla
real estate transagtions, including real estate financing using
syndicated mortgages.

Thig Is not an offer to sell securities, Licensed mortgage agents/brokers close all ransactions. Al mortgages are closed through
First Commonwaealth.Mortgage Garporation, Flinanclal Services Commisslon of Ontario (FSCO) licence #10636,

Mortgage Investmanta have risks and may not be sultable for all Investors, Potentlal Investors are encouraged o seek indepandent

lagal and financlal advice befors Investing,
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_MEMORY CARE " TZER1
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THE LAHGEST GENERATION IN
HISTORY 18 APPHOACHING THIE
YEARS QF DEI\/IENTIA

The Baby Boom gene_ratlpn Is ihqlargest the world has-ever seen and the oldest
. Boomers aranow approaching 66 years of age, Thisgeneration faces two daunting
¥ and terrfying challengestthe need to care for parents who sufferfrom dementia
and the possibility that xthay will fauffer from t themselves, There are currently-
about.500,000 Ganadians-with Alzhelmer's diseass or a telated dementla, One
in10 Ganadlans over;the ade of 65 suffers from some form of dementia but it is
not just an affllotlon of the e!darly Over 120 000 dementia patlents are under 65
and they are the. Ieadlng edge of the Baby Boom, As ithas.beenIn virtually every
araa of soclety, the Baby’ Boomers are ‘Lreating an unprecedented demand for
dementia-care as both careglvers and thoge in need of care themselves.

THE NEED FOR CARE FACILITIES
- IS DIRE AND GROWING

Dementia Is a brain l!lness that affeots memory, ‘behaviour and the ability to
perfom1 aven: famlllar ‘lasks. About 70% of vases are belleved to be caused, by
. Alzhelmer's disease, .Hegardlass of the cause, the results of dementla are an
Increaslng need fer care and treatment; for- 1hose affllcted, At present the vast
miajoiity of this. 5:being, provldad,by famlly members, -Onen five Canadfans
over the age.of46.1) ovlchng someform of:care 1o senlars, while-over 200,000
careglvers In Canada are, ovet 76 1hemsalvas. This is the front line of care for
dementla patients- anditilsfr: oturlng. Forty:parcent of farlly members who are
carlng‘for a, Joved one with amenﬁa say they suffer from- condlﬂons such 88
epresslon. rage.and 1he Inabﬂlty o cope

fith the number of. dementla patlanls expected to. rlse to over-1.million during this
genetation, the:neadfor care facllities will oytstr},p health-oare resources, In fact,
the Wotld Health Organization has found that the drive to:place:dementia patients
in Institutlons tis %a mistake that. some developed countries have made that Is
neithar iinanclally viable nor providing the hest care Thera Is an urgent need for
+ care options from the:private sectot that“'alje-bpth effective and sustainable.

1438

By 2038:

@

1,125,200 people
will have dementia
in Ganada ~ 2.8%
of the Canadian
population.

The cumulative
economic burden
will be $872 billion.

Demand for long-
term care will
increase 10-fold

~Alzheimer Society
of Cahada

o TarT
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A SOLUTION WITH REAL
OPPORTUNITIES

Memory Gare and its dedlcated team of professlonals hava .over 20 years of
experlence designing, bullding and’ operating seniors’ retirement facilities, ‘They
-have now turned thelr expertise.lo the' development of the first Alzhelmer's-only
care facllittes In Canada, These facilltles will offer full-time oare by health-oate
professlonals as wellas a widairange, of amenrhes . The focus of each facility: will
ba to provide indivlduallzed cara to resldants that: reﬂects thelr neads and ablities,

Memory Care fagliities wlll.feature a varlety of sultes with-private baths, Indlvldual
climate control and. emergency call systems. A state-of-the-art GPS monttoring
and communlcaﬂons systern. will'protect residents at.all times while health and
wellness carels lntegrated with-Jocal hospltals and physlc!ans.

Some of lhe features for rasldents lnc|ude:A

»  Central control and front entry plus swipe access at all
entrances-and exits )
»  Bright and contrasting colours and different.design
and désor throughdut to enhance resldents’ expgrience
¢ Purpose-specific rooms (fitness, spa, dining, etc;)
» No dead-end hallways ar corners and cleat, slmple,
eye-level slgnage i
*  Everyday places such as bathraams and dinlng rooms
are easlly accessible and vislble
Minimal obstacles In hallweys and-common areas
Handralls:and grab bars in bathrooms and hallways
Sensars In each,bad to alertnurses when patlents:are up
Home-llke atmosphere' residents encouraged to place.personal
plotures, mementos or famlllar fhings on doors and‘in rooms
*  Sound-proofed.activity:tooms to preventnolse-carrying to
othier patients’ activities and rooms
Outdoor living space. for physmal aotlvitles
Roof gardens and horticultural rooms
Activity baskets for residpnts:
" "Meeting areas fot. frlends and famlily
_ Coffee room and wine, baron -ground floor
Reglstered-nurse on call 24/7

In addltlon to these amenities and services, each 'Memory Care factlity wili be

be located Inhe communﬂles across Canada. where the need Is greatest

Mermory Care has devised a sustainable motletfor the creation and operation ofthese-
facllitles that provides much-neaded care while, reinvesting In fulure development,

Through a finanging mode) that tises both iraditional lenders and private investors,

Memory Gare can-achlave its goal.of bullding 20.residances by 2021,
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MARKET AND
DEMOGRAPHICS

.

With a populatlory of more than 282,000,
Kitcheneris the largest ity in Waterloo
Region, which s home to sver 650,000,

The Kitchener calohment area has more
than.83,000 residents aged 60 or older
and thls cohort is-growing at avate of
18% per year.

3

Kltchener boasts an average hiousehold
Income that is 4% ahove the natlonal

- average-dug in part to the large high-tech
lndustry that Is based In the region.

Despite its aging population, Kitchener
has only 646 hospltal beds and a Jimited
number o'r,prlvate facllities offering long-~
term care for damentia sufferers,

* There are over 6,600 Alzhalmer's
sufferers In Kitchener and that numberis
expected to double over thenext decade.

-~ Sixty-five percent of Kitehenar's ,aenlors are women and women acoount for over 75% of all Alzhelmer's
sufferers. Women alsotend fo outiive men by five years, mcreaslng the need for Iong—term oare.




Proposed Main Floor

g

i . Location: 169:Borden.Avenue North, Kitchener, Ontarlo

; Zoning: -Hetlrement Resldence {zaning fully In place)

:' Site Areal 1,85.80r¢ +/-

| Building Size: 63,000 square feet

[ Height: - 3 storeys

t Parking: Surface

L Units: 63 propaessd sultes; houslng up to 90 residents

PROJECT DESCRIPTION

Memory Care Kitcheneris aGS»sulta development to be lccated on Borden Avenue
Narth I the core of the Clty of Kltchener. Thesurrounding area. compﬂses century

Interseotion of highways 7 anc_i 8-and minhutes from the 401, thereby providing
g exceflent access for all '550,q00-re.stdent§ of the Waterloo Reglon,-

Memoty Care Kitchenar will house up to 90 resldents on three levels that will
Include state-of-the-art acoommudatlons for those with dementla Hesldents wiif
-livedn-an. aLonmsnt that meets thely physical nesds and engages thelr senses
postively to rediize the Impacts of the disease. In-addition to benefiting from.a
physlcal environment unavallable In any other fao!ll_ty, Memory Qare Kitchener
resldents ‘will be carad for by a speclalized group of professlonals tralned
3 specifically in the treatment and care of people with.Alzhelmer's andl-other forms
H of dementia. ' i
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homes, parks and'|ocat attraotlons, Including the Kitchener Memorlal Auditorium -
Complex, within walking distarice of the sita. Borden Avenue ls virtually at the | -

taemory (, e Kitc .
‘is a spedially designed assisted~ . .
living facility that enhariges o
quality of life by catering to the
specmc requirements of people
with dementla

:90 -resident maximum o’
allow for an unrivalled level
" of care and treatment

A.'nghly tramed management

. End. pelsonnel

. On-site medical practitioners’

" Carefully designed
accommodations that
" includé circular routes and
gorrgdors without ends;
bright and contrésﬁng‘ '
colours classical music,
- indirect hghhng, naLuraI i
~ light and outdoor spaceés
-fo enfiance the experienge
and hielp, create acaim hvmg S
envn’onment




Johw Daviss
Memory Care

i Investments Lid. .
[ .

Bruce W, Sievart
Memory Care ~
Investments Ltd.

Tier 1 Transaction -~
- Advisory Services Ine.

Waany Simon
-Eldercare - _ .
Equities Inc. -

Si-.aal Sin".on ,-'
- Eldercare -
“Consulling InG." .
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THE DEVELOPER
Memory Care 'lnvéstmgnts Lidh,

Memaory Care Investments Ltd,, the developer of the Kitcfienar Alzhelmer's.and
‘Dementia, Gare.facility, was, founded by John Davies, a founding partner of
GeherX Inc,, one of Canada's most suceessfll oondominium, resort, retall and
ofﬂce developers, John's, projeots have recalved numarous awards, Including

.8 chemor Qeneral’s Award for deslgn; .an ICSC Award of Merlt, an ASLA

Qold Medal and over..one dozen Urban Design Awards, John served as Vice
Presldent, Acqulsitions and Development at Markborough Praperties Inc,, at
the. ime :Ganadss third largest real estate developer, witl-assets In exoess of
§3 bllllon. Johh was.responsible for the ‘acquisltion, development and lease~
up of over $BDO miflion of Olass A offfce &pROE in major US offlce markets,

" as well as overseelng the renovatlon “of the‘company's: 20 million squars foot
. 'reglonal:éh

opping ehife pertfolio In'Canada and the expanslon ot Meadowvale’
ik In Misslssauga, OntarlS, Since 1996, companies In which John
has beena pylnclpal ‘have'borrowed and re-pald over $200 miiffon In real estate

_development f(nanclng. John Davles has 30 years of experlence concelvlng and

suucessfully exeguting a wide apeotrum of teal estate development -projects
tesulting "In substantial financlal returns by smploying Innov'mve deslgn,
englneerlng, uonstruction and marketing strategles,

Brugce W. Stewart Is. the founder and: president of the Traditions Development

* -Company;a natlona!ly recognized .developer of quallty senlors’ housing providets;

Bruce has a 26 year proven irack Tecord In real-estate development and
construction, speglallzing in senlors housing :and ‘oare’ management. Traditions
‘has'jolnt, ventured wllh -some of Canada's leatling setilors’ housing providers ag
well, ag: developing and bullding fer the' Traditions portfolle. Bruce has been the
proponent of the design, development,. construction and management of -over
1700 -seniors’ unlts:-Jn. Ontarlo as well as numerous residentlal housing
deve]opments To date, the tatal. valug of these projsctsexceeds $300 million,
Formetly Brude was u senlor axacutive of two major Canadian financlal Institutions
speclalizing In senlors’ housing development and construction financing.

THE FINANGIER
Tier 1‘_Transéct'i'on Advisary Services Inc.

Ra} Singh s the Pres|dent and founder of Tier 1 Transaction Advisory Services
Ino,, & firm:speciafizing In finanaing real estate related projects In Canada,

A senfor executive with -over 20 years' experience in business services, his

fespohsibliities have included cpetatiens management; corporate “finance
(mergers .and -acqulsitions, ’raising debt.and equity financing); capltal markets

. aciivitles; operational” and finanolal restructurtng, bullding. and managing

high-parformance’ sales and delivery teams; concaptualizing, developing -and
executing sales and marketlng strateglas, and technology produot development

. and management

Ra) has solld experience salling to and ssrvlclng a broad range of industrles,
Includling financial services; retall; off and gas; refinery; nuclear; consumer
produbts; educationallnstitutions; federal, provinelal and municipal govemments;
and-consulting and staffing industry cllents.

He holds. a BSo from York University and an MBA from Florlda International

" University ancthas completed post-graduate studies In mergers and-acquisitions
at-Wharten Sehoo! of ‘Business, Unlversity of Pennsylvania. He has been a

frequent speaker at Industiy.conferences and trade shows, He co-authored and
published three research studies in prestlglous Intemaﬂonal sclentifio journals
while ah undergraduate,
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FACGILITY
MANAGER

i Eldercare Management Group

Eldercare Management Group provldes
management and oconsulting ‘services _ to.
retirement’ homes, . rasidential. homes for
. Alzhelmer's.and derqenlla :oare and long-term

ough:Eldercars Equities Inc.,

of these companles .ate ‘Manny Simon. and”
$hael Simon, Eldercare’ ‘has bean-an approved

_ manager for ‘First Natlonal. Finanotal:. Corgsy |
Sun'Life Financla), Carllsle-Capital, RBG, Barik .

" of Montreal ahtd CMHC.. ‘Eldercare curéntly:

_oversees a porifolio of four. retlrement homes.

and two-long-term-care faclitles and recent[y
‘provided  extensive  consuling ° semvices

for three spaclalized residentldl hoines for, . .-
Alzhelmer's and «dementia ocare, which are .

oufrently in varlous -stages of consttuotion ot
development,

Manny Slmon, President of Eldéroare. Equllles
Inoy has been Invalved in. the Industry as
an, ownet and Oparatar Since +taking “aver
management of a famlly-owned nursing-home
Tront'his fathes:n. 1976, Over the course:of il
oateer, fanhy, he
capacities, with approximately 25 retlrement
and long-tarm care homes, ‘several of- -wihiah.,
have planned. or inooyparated speolalized
care programs. for ‘Alzhelmer's disease and-
dementia."He:has servad on the executive and
board of diractors of the Ontarlo Nuréing Home:
Assoolatlon (now OLTECA)-and ihe.exectitive of
the Counoll ori.Aging ot York Reglon and was,
afounding member and Past chalroftheboard
of directors of the.Communlty -Care Aovess;”
Centre (CCAC) for York Reglon,, A chartered
accountant by tralning, Manny couples a vast
knowledge of the flnancial:side of the business

" with his broad.operating expetlence,

As President .of Elderoare Gonsulting Inc,

« Shael Simen- has nine years of retirement:

home and long-term care home managemant
experlence. Shael was flrst exposed o the
ndustry-at an early age thariks.to his-father
and. mentor, Manny Simon,:a 37-year industry
veteran, He has been Involved In.afl aspects:of
thebusiness, including business developmant,
finance and marketing. Shael eamed & BSc

from the Unliversity of Western Ontario-as well .
- as an MBA from the University -of Toronto.

Upon graduation, Shagl got his start in the

* heaith-care fleld at a generic pharmaceutioal.
company, where he was. employed for two |

yeats as & Financlal Analyst.”

& ""Managamsnt & Consultiig-Corp,,
and’ Eldgréare ‘Conslting Ind, The principals

has bean Involved, in variots. -

(ﬁ a syn
RS B mulga
\y care fackity, Hrough ks pm\.\paﬁb has 30

. ycara cf v 1 2 I, resid n\l‘,l and resort Lrop

and has 2556

vaill vank in ~r'cond p()ull n Lul'md the Lunanuulmn It,ndu Nu ather Hnanc,nu
will b penmitted Lo be regisierod 'head of the qudicatf‘d mur.gugn ho!ders

Loan to Value Ratio:

The lean 10 va'ue ratio during davelopment and cangliuction shall rot exceed
80%% of the completsd and stobilized vﬂue Funds wa be ad /ancad on acos st-to-
cormplote basis and cerlified by inc
anof the fand and rclame,d the enllio conuuhlr 1
Gomant baws begun in conmanelion il Kilcl
bourhood and thz oparalions manageinant e

Nomlnee Trust Corporatlon.

Atrustee corporation will hold the lndmlcd morty gc.ge on be‘m of each lnndnr.
while RRSP-accouits will hotd tl Grigada it direclly. Nr. Ra) Singh, aificar -
and gheclar of he nomings corparation, wil pravide s! t

throughout the tenn of tho mortgags and will serve as ilson bebween the Iehd




FACILITY
MANAGER

Eldercare Management Gr'q.up.

Eidercare. Managefnent Group® provides
management -and: consutting services” to

retirement -homes, residential."homes " for ~

-Alzhelmer's and dementia.care and leng-term

Elderoara Management & Consulting. Corp,,,
and-Eiderears Consuiting:Ing, The princlpals
of these companles are Mariny-:Simon. ‘and”
ShaelSimon. : ‘Eldercare has] been an approved
manager for Fifst Natlong
. Sun LiteFinanclal, Carlisle Odpital, RBC, Bank
E " ofiMontreal and GMHG. Eldercare cutrently”

oversees a portfollo of fotir retiremént homes,’

and two Jong-teri care fadllities;and: recently: .
provided extensive consuiting-" servlces
for three specialized” residentlal homes " for

Alzhelmer's and dementla . cara, wiitch are’
- .curtently In varlous stages of construcllon or
developmsnt

Incy has. been Invalved dn the incusty. ‘as .

. from his fatbeyn. 1976, Over-the.course.of his

-oaveel;; Manny has bean: Involved, In varlous, - .

-capaclties, with’ approxlmately 28 retirement,
and long-terny eara homes, several of which
have planned or Incorporatad: speotallzet]
-care programs for Alzhelmer's ‘dlsease, ‘and
dementla, He has served ah the'exectitiveand
hoard of direotors of the Ontarid Nurging Horne
Assoalatlon, liow OLTG/\) and the executiverof
i, the Couinall on. -Agingifor Yotk Reglon and was

of dlreotors ‘of the Gommunlty Care Accass

aceountant by tralning, Manny couiples.a vast
knowledgs of the financlal.side ofthe business
with hls broad operating experlence..

As President of Eldercare Oonsultlng Inc,,
Shael Simon.has nine years of retirement
tome and jong-term) care home, [management
oxperlence. Shaal was first axposed g the.
Industry at ‘an early age thanks o his-father
and mentor, Manny Slmon, a 37-year Industry
- veteran, ‘He has beendnvalved Inall aspects of
the business, Including business development;
finance-and matketing, ‘Shael eatriéd.a BSc
from the Unlversity of Western Ontarlo as welt
v as an MBA from the University of Toronto.
Upon graduation, Shaslgot his start In the

sl
,

LT g ey T

coimpany, where he- was: employed for two
years as a Financlal Analyst, *

care faclitles.through Eldercare Equilties Incy, -

Finanelal Corps, |

Manny Slmon, Presldent of Eldercaye-Equities -

.an owner and operator .since taking, over .
. managementofafamuy-owned nursingthoma. ™

i . afounding member and pastchalr.of the' hoard .

Centra {GCAC) for York Raglon.. A chartered:”

s health-care field at:a generic pharmaceutical '

In a syncllcated merig:
as a mortgage on a real
Care), lha o
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pals has 20 -
years of & d o al, 1 ial end re: propesty dev

3 snring archllzets, enginzers and R
markeling conzulianis who ez\cn has a pro n ok izcord ol dulvc ing prolncl" R

on tima and on bucigat.

Mortgage Hegis{raﬁon:

‘The mortgage that will securé the investment by investors will be registered as o
first morigage against the property, in the name of gach lerider through & nominee
trust curporation and in thc case of BRSP ors. dlrectly n the name of the
RASP account and the ARSI trustee. The flrst morlgage will be subordinated
anly. to canstrustion fnancing. AL that paint, the syadicated morlgags holdera -+
vaill rank in second posilion behind the construction lender. No other financing
will ke permitied to te registered ahead of the syndicaied mortgzge holders.

" Loan to Valye Ratio: -

The foan {0 value ralio d\_uim dee
8254 of ha completed and zed valy
complzic basis and certiicd by Inli 2pende

‘contranied the aswsitivn of (he fand and rcta.n"d thz entire consu

and dovelopment hav
reighbuurbosd and t

vihile IU;SF" accounis will hold ihe mortgage Interest direstly. Mr. Raj Siagh, ofticer

" and directsr of the nuimince corporation, vill piovi

thronghout tha lerm of the morigage and will serve as
and DoITowEr,
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D-TIME

Onge the full amount has been raised, the offering Is closed to new Investors. Ask your advisor today about
how to particlpate with your RRSP, LIRA, RESR, TFSA of cash

Professional Services

Faollity Manager and Operator:

Eldsrcare Gonsuiting Inc.

dua‘nﬂty Surveyors:
Pellcan Wooddliff Inc, -

Legal Advisors
Harrls. % Harrls LLP

Appraisers:
Michael Cane Oonsultants

Reglstered Custodlan
Olympla Tr ust Oompany

* Architeots:
- Fablani Architects

Structural Englneers:
SWS Engineering

Site Servicing Engineers:

WM Englneering

Eleot.rllce:lll_Englneers:
Tristar' Englnesring

Landscape:
Terraplan

Planners:
Lucas and Assoclates -

Environmental:
Church.and Trought Ltd.

‘Management. Flrm —

Tler 1 Transaction Advisary Services Inc,
3655 Klngston Read, Scarborough, ON MiM 152
tol: 647-748-8434 | fax: 416:218-0236

TgE R F Ter1 Transaction Advisory Services Inc. Is
the creator, provider-and admiliistrator of

ADV]S0O RY syndicated second mertgages, also known
ag,princlpal se,oured mottgages. The syndicated mortgage Is an
FSCO-regulated Irivestment, requiring a-full teant-of professlonat
SUpPONt services o complete-each syndicated mortgage transaction,

Mortgage Brokerage ~
First Commonwealth Mortgage Corporation

First. Commonwealth has baen In business sinca
1994, Its.princlpalibroker s Jude Cassimy, FSCO
Zlicance #10638, Mr. Casslmy has been llcensed
===l |3y the Financlal Services Gommission of Ontario
slnce 1991 All syndioated mortgage fransactions will be handled by
lcensed. mortgage agents and brokers.

Tier 1 Motigage Corporation

Law Firm ~Harris -+ Harrls LLP

- £ Hartis + Harrls LLP Is.a vary well respected
JE.8 7 H buslness law firm.In the GTA that has lawyers

R - who practise in-a variety of buslness and
HARRIS & HARRISw -comimerdclal areas.
*FAAAISTERS ANE JALCITONS s
Harrls + Hartis LLP has slgnifioant experlence In-commerclal real
estate transactions, Indluding real estate finanalng using syndicated
morigages,

This Is not an offer to sell securitles, Licensed morigage agents/brokers close all transactions: All mortgages ase olosed
through First Commonwealth Morigage Corporation, Flnanelal Sarviceé Gommisston of Ontarie (FSOO) Licence #0636
and Tler 1 Morlgngs Corporalion, F8CO Ucenue #12314

FFERING
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Froms John Davies

To: 'Raj Singh'

cC: 'Chrls Glamou!'

Sent; 11/3/2014 3:54:51 PM
Subject: FW: Gulldwood Timing
Raj);

See response from Greg Wood below about Loan to Value Ratio on Guildwood.
I'll work on Michael Cane to see if he can get us to $5.5 million or $6.0 million appralsed value,

JD

From: John Davies [mailto:john@memorycare.ca}
Sent: October 31, 2014 4:35 PM

To: 'Greg Wood'

Cc: ‘Chrls Glamol!; 'Ethan Wood'

Subject: RE: Guildweod Timing

Hey Greg:

OK. We can discuss, Maybe $2 million is aggressive opposite the LTV. If the new appralsal comes in at $5.5 million,
he'd qualify with Olympia Trust for $1.5 million. That would be back under 30%, I'll get started on the answers to all
your questions next week,

Enjoy the weekend.

John,

From: Greg Wood [mailto:wooda@lcfunding.com
Sent: October 31, 2014 12:16 PM

To: John Davies; 'Chris Glamou'

Cc: Ethan Wood

Subject: RE: Guiidweood Timing

Thanks for the update John. | fook farward to Information in support of our lender discussions. Just a couple of initial
comments

- Giventhat the LTV onthis land parcel may be 50%, have you discussed with Raj covenant support ? (
compared to Whitby at 26% LTV and no covenant required)

- How does current value compare to original purchase price ( acquilsition history?)

- Glven lender opinlon regarding the quality of the David Crane report provided for Whitby and assuming the
that ask for Gulldwood will be more aggressive, we would recommend a brand name appraisal report that will
be received as undoubted in terms of the land value estimate....no sense spending money twice.....we can get
you some recommendations as you require

- Abreak down of disbursements will be helpful information

I seems like we should proceed to get at least the term sheet issuad and have the appraisal as a condition precsdent
to funding ( advance not to exceed **% of value)

Look forward to your information as available.

Greg Wood

Broker | Princlpal
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373 Commissloners Road West, Stilte 200
t.ondon, ON N&J 1Y4

T 519.673,3528 x128

C 519.671.3528

woodg@lofunding.com

www .lofunding.com

Seniors Housing | Apartment | Retail | Industrial | Office
Financlal Services Gommission of Ontario License-#10783

This emall ge-(including. affachments) is for the use of the individual or entity (o nh!ch Itis addnssssd and may contaln.Information thatls privileged,
proprietary, cnmidanﬂs/ and axemptfrom dlsclosure Ifyou are not the Intended reclplent, any dj iistibution or copylng Is sticty prohiblted, Ifyou
rocelved this emall In error; please notify the sender.by reply emall and-then destroy- all caples of the fransmlsslon,

From: John Davies [mallto;ighn@memotycare.cal
Sent: October-31-14 11:49 AM

To: Greg Wood; 'Chris Glamou'

Ce: Ethan Wood

Subject: Gulldwood Timing

Héllo Creg:

| had a meeting with our partner Raj Singh regarding Gulidwood on Wednesday evening. We are looking for
approximately $2 million in new capital to advance the Guildwood project which goes to market in a week, Looking for
new funding fo cover costs refated to build-out of sales presentation centre, architects, engineers, City of Toronto
fees, and sales commissions and sales centre costs to get the project to 70% pre-sold,

Exlsting appraisal is $4.5 million. in order to obtain additional financing beyord the $4 milllon currently registered
against the property (whxch will subordinate to new financing) and recelve Clympia Trust-approval, we'll need an
updated appraisal. As we've discussed, we can only fund up to the appraised value. We'll get going on that new
appraisal shortly.

n the interim, wa ¢an pull some basic info together for you but there |s nothing that can be advanced until we have the
new appraised valuation which will determine the quantum of the new loan, Let's get Boathaus finished off and by the
time that loan funds in the next few weeks we should have our house In erder to discuss Guildwood ina more
meaningful way.

Thanks Greg,

John.

From: Greg Wood [mallto;wooda@icfunding.com]

‘Sent: October 31,2014 11:13.AM

To; Chris Glamou
Cc: John Davies; Ethan Wood

Subject: RE: Scollard

Thanks for the quick response Chrls.. | have spoken to Meridian....these questions are just dotting the “ I's” kind of
issues.....trying to anticipate questions that may be asked by credit.

He did acknowledge that his question onthe RSC was premature.

So..... committed to having this off his desk today....expecting approval by the end of next week.

Re Guildwood....John said that you would he preparing a similar information package for us...look forward to that
package and of course any Updates on the Memory Care — Burlington-Oakville developments.

Have a great weekend
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Greg Wood

Broker | Principal

373 Comniissioners Road West, Suite 200
London, ON N&J 1Y4

T 519,673,3628 x128

C 519.671.3528

woodg@icfunding.com
www.icfunding.com

Seniors Housing | Apartment | Retail | Industrial | Office
Flnancla) Services Commisslon of Ontaio License #10783

This emall iessage (includlng attachments) Is for the use of the Indjvidual or enéfy to mhlch itis addressed and may contaln Information that Is privileged,
, an ot from discl Afyott are not the Intended reclplent, any o Istiibution or copying Is stiictly prohiblted, Ifyou
recelved thls emallIn ermr please notify the sender by reply emall and then deshoy al coplss of the fransm/sslon.

From: Chiis Glamou [mailto:chris@memorycare.cal”
Sent: Qctober-31-14 10:33 AM

To: Greg Wood

Cc: 'John Davles'; Ethan Wood

Subject: RE: Scollan:l

Hi Greg,

The RSC has notbeen done. It can only be certified at the point in time when excavation is complete,

Typically, an RSC Is required as a pre-condition to construction financing. The zoning designation /-change does not
require an RSC.

J&f‘:n provided Ryan with a copy of the Phase 2 soils report. This should be sufficient for now.

-Chiis

From: Greg Wood [malilto:woeda@icfunding.com]
Sent: October 31, 2014 8:51 AM

To: chris@memorycare.ca

Ge: John Davles; Ethan Wood

Subject: FW: Scollard

Chrls:

- Also, has an RSC (Recard of site condition) been done, or wilt one be done? Golder report says It was done to

support the RSC but when | search the MOE database nothing s there.
This is required when there Is a change from commercial/ihdustrial to tesidential use.

Pls advise

Greg Wood

Broker | Principal

373 Commissioners Road West, Suite 200
London, ON N8J Y4

T 519.673,3528 x128

C 519.671.3528

woodg@lcfunding.com
www.icfunding.com

Seniors Housing | Apartment | Retail | Industrial | Office
Flnancla! Services Commission of Onlario Licensa.#10783

This emall message (including attachments) Is for the use of the Individuaf or endly to which itls addmssed and mey cantaln /nformatlon that Is privileged,
propiietary, confidential, and exempt from disclosure. If you are.not the Intanded reciplent, any ol Ination, d or copylng Is strofly prohibited. If you
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recelved this emall'in emor, please notify the-sender by reply emall and then destroy all coples of the transmlssion.
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From: John Davies

To: Raj Singh

CC: Gregory H. Harrls

Sent: 11/20/2015 11:59:09 PM
Subject: Re: Bronson Views,

Will do Raj.

Sent from my Porsche Design P 9983 smartphone from BlackBerry.

From: Raj Singh

Sent: Friday, November 20, 2015 6:54 PM
To: John Davies

Cct Gregory H. Harrls

Subject: Re: Bronson Views.

That's great John. Also would be great of you can send me the electronic copies so that 1 can insert in
1ny power point,

I

Raj Singh

CEO

Tierl Advisory

My Linkedin Profile:

hitp://ca.linkedin.com/In/ralsingh100

On Fri, Nov 20, 2015 at 4:06 PM, John Davies <john@iextbooksuites.com> wrote:

Hey Guys:

This is Bronson, There are some further refinements still being added over the weekend, Raj, I'll have the final renderings and
floor plans printed into a half dozen 11”x17” drawing sets for you on Monday to take to Ottawa with you Tuesday,

Cane is in Ottawa today, I think we’ll be at $16 million, give or take. Andre has sent him some additional back-up on costs and
revenues that should bump lis $13,750 million initial appraisal number. Sarah sent a draft brochure to you this moming for any
comments, We'll substitute the renderings with new ones Monday and print the sets mid-afternoon. Sarah can deliver them to
your office Raj Monday afternoon,

Timing OK?

Have a good weekendl!
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Johu,

From: Feby Kuriakose [mailto:FKuriakose@smarchitects.ca]
Sent: November 20, 2015 3:31 PM

"To: John Davies <john@textbooksuites.com>
Ce: Wilson Costa <WCosta@srmarchitects.ca™; Ryan Hicks <rhicks@smarchiteets.ca>
Subject: Re: Rideau, Bronson adn Ross Park - Precast Panel

Hi John,
Attached are the latest renderings for Bronson based on your comments,

The following items are outstanding on the renderings:

e Chris is working on the updated landscape plan, we will incorporate it into the renderings as soon as we have it,

s The residential entrance canopy has to be refined and additional columns supports to be added.
» The stair along Cambridge street has to be designed to be part of the laudscape design,

Please review and let me know your comments, Also please let e know when you want the final renderings, we are
expecting the landscape revisions early next.week to incorporate into the model,

Thanks,
Feby

P.S, Hawaii was incrediblel

From: Joln Davies <iohn@textbooksuites.com>
Sent: November 20, 2015 2:29 PM

To: Feby Kuriakose
Subject: RE; Rideau, Bronson adn Ross Park - Precast Panel

Important we got a design that can be approved and worry about how we're going fo execute it later. How was Hawaii?
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From: Feby Kuriakose [mailto:FKuriakose@smmarchitects.cal
Sent: November 20, 2015-2:17 PM

To: John Davies <john@textbooksuites.coms>

Subject: Re: Rideau, Bronson adn Ross Park - Precast Pauel

Thanks John.
Regards,
Feby

From: John Davies <jolin@textbooksnites.com™>

Sent: November 20, 2015 2:07 PM

To: Feby Kuriakose

Subject: RE: Rideau, Bronson adn Ross Park - Precast Panel

Stick with the plan. Keep going with what you’re refining,

From: Feby Kuriakose [mailto:FRuriakose@srmarchitects.ca]
Sent: November 20, 2015 2:02 PM

To: Jolm Davies <jolm@textbooksuites.com>

Cec: Edward Thomas <edward@smarchitects, ca>; Ryan Hicks <thicks@smm

Subject: Ridean, Bronson adn Ross Park - Precast Panel

Hi John,

In the mesting with Stubbes you mentioned that the precast cladding is to be coloured concrete and no form liners,
Is that the approach for Rideau, Bronson and Ross Park? If so, we will have to revise Ross Park renderings as well
asthe concept that we have been sending you for Bronson, Both these projects currently show precast treatments

that-would require form liners,

Please advice how you want us to proceed,

Thanks and regards,

Feby
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From: John Davies

To: Andre Antanaitis ;'Gregory Harris'

ce: ‘Amy Lok’ 'Nicole Cristlano’

Sent: 9/29/2015 3:02:47 PM

Subject: Re: 445 Princess Street, Kingston-Appraisal Report

Greg, Andre: Held for rental. This will not be sold as a condo notwithstanding that is the assumption in
Cane's appraisal. All of MC's appraisals derive their valuation on a sale basis regardless of whether it's a
hold or not. Highest valuation this way given Cane's conservative cap assumptions. John.

Sent from my Porsche Design P 9983 smartphone from BlackBerry.

From: Andre Antanaitis

Sent: Tuesday, September 29, 2015 10:59 AM

To: 'Gregory Harris'; 'John Davies'

Cc: 'Amy Lok’; 'Nicole Cristiano'

Subject: RE: 445 Princess Street, Kingston-Appraisal Report

Hi Greg,

At this point, Pm not sure if that's been decided yet. The figures sent to Michael Cane have the project modeled as a condo
sale, but that could change,

525 Princess and 555 Princess Street, which are across the street from each other (north-west of 445 Princess), are coming
through the pipeline before 445 Princess, and Iknow John and Walter have discussed options of keeping one as a rental property
and one as a condo, but again, all discussions about condo vs, rental that I've been privy to have been preliminary,

T'd prefor to let Joln address any final decisions regarding condo vs. rental, so I've re-copied him to this email.

Thanks,
Andre

From;: Gregory Hatris [mailto:GregHarris@harrisandharis, com]
Sent: Septomber-29-15 10:45 AM

To: Andre Antanaitis

Ce: Amy Lok ; Nicole Cristiano

Subject: RE: 445 Princess Street, Kingston-Appraisal Report

Andre:

Ts this the property that will be held as a rental property and not sold as condo units?

Greg

Gregory . Harris

Harris + Harris LLP

2355 Skymark Avenue

Suite 300

Mississaugs, Ontario

LAW 4Y6

Phone 905.629,7800 x 240

Fax 905.629.4350

Coll 416,460.2507

Emall gregharrjs@harrisandharris.com
Web www larrisandbarris.com
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HARRIS % BARRIS.,

PERRYIRF A8 SOHCHERS

This e-matl (and its attachments) is privileged and may contain confidential information intended only for the
person(s) named above. If you receive this e-mail in error, please notify the addressee immediately by e-mail,
phone or fax and permanently delete the e-mail and any allachments.

¥rom: Andre Antanaitis {wailto;andre@textbooksnites.coni]
Sent: Septerber-29-15 10:23 AM

To: TohnDavies', Amy Lok, Gregory Harris
Subjects FW: 445 Princess Street, Kingston-Appraisal Report

John, Amy, and Greg,

For your review, please find attached Michael Cane’s Appraisal Report for 445 Princess Street in Kingston, ON, which was
distributed September 2219, 2015,

Thanks,
Apdre

Andre Antanaitis, M.A.
Analyst

o X T

BT 3
STUDENT RUITES ING.
51-A. Caldari Road, Unit 1M
Vaughan, ON L4K 4G3
andre@textbooksuites,com
416-477-7744 ext 236
www.textboolsuites.com

From: Michael Cane [mailto:michaelcane@rogers.com])
Sent: September-22-15 3:45 PM

To: John Davies <jolndavies55@sogers.com>; Chris Giamou <chris@textbooksuites.com>; Andre Antanaitis
<mdre@textbooksnites, com™> :
Subject: 445 Princess Street, Kingston-Appraisal Report

Gentlemen,

Please see attached
Please confirm receipt
Best wishes,

Michael
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Michael Cane Consultants
18976 Kennedy Road
SHARON, ON

LOG 1V0
C-416-312-2263
michaelcane@rogets.com
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From: Johin Davies

To: Walter Thompson ;Andre Antanaitis

Sent: 2015/11/20 9:09:04 AM '
Subject: Re: ™ |nformation on Summerhill / Bropsen **

I'd hold off on the rental rate bump, We may not even need to go there. In any event, Michael will push
back if he feels we're belng excessive. Lel's walt and see where we end up this round. Degree at a time.
Need to get him to buy in to these changes first,

Sent from my Porsche Design P 9983 smartphone from BlackBerry.

From: Walter Thompson

Sent: Thursday, November 19, 2015 10:42 PM

To: Andre Antanaitls; John Davies

Subject: Re; *+ Information on Summethill / Bronson **

I'd send him the pro forma of where we expect the Cane appraisal to land.

Is this the time we advise Michael of the rentai rates being achieved at Capital Hall? Or do we let him find
the answer by telling him we understand there's a competing project on the market, understand they're
guaranteeing rents for 3 years, and would be interested if he could find out what those were and use
them inhis appraisal as representative of market? Would be independent, allow him to arrive at his own
rental rates, -and add value to his client all at the same time.

Thanks,

Walter

From: Andre Antanaitls

Sent: Thursday, November 19, 2015 10:21 PM

To: Walter Thompson

Subject: Re: #* Information on Summerhiil./ Bronson **

Do you want me to just do my best to look into the crystal ball and give my best estimate of what michaels residual
value will be? His most recent preliminary draft only valued it at 13.5 mill. He's pushing back right now, hasn't issued
an update, and is dragging his feet saying we have too much value and not enough cost in the pro forma compared to
other projects he's working on,

I doubt I'll have anything by the end of the week with michaels letterhead on it that's above 13.5 million based on the
email I forwarded you, Can Raj take that to.get started and then upgrade once we get a new report from Michael?

Sent from my iPhone
On Nov 19, 2015, at 10:05 PM, Raj Singh <rajsingh100@gmail.com™> wrote:

Also do you have Michael Cane's revised appraisal? Ifnot, send me your expected appraisal from
Cane.

fraj
Raj Singh

CEO
Tierl Advisory
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My Linkedin Profile:

hitp://ca.linkedin.com/in/raisingh100

On Thu, Nov 19, 2015 at 10:04 PM, Raj Singh <rajsingh100@gmail.com™> wrote:
Hi Andre:

Please also send me the pro forma in Excel please.

thanks

Raj Singh
CEO
Tier]l Advisory

My Linkedin Profile:

http://ca, linkedin.com/in/raisingh100

On Thu, Nov 19, 2015 at 7:44 PM, Andre Antanaitis <andre@textbooksuites com> wrote:
Hi Raj,

Here is the info package on 774 Bronson detailing the development concept and locational attributes, Please let me know if you

need anything else,

Andre

TFrom: GXUDC [mailto:walter@exude.comj
Sent; November-19-15 6:12 PM

Toe: Raj Singh <rajsingh100@gmail.com>; John Davies < ies53@rogers.conr>
Ce: Gregory H. Harris < is jsandharrs.com™>; Andre Antanaitis <andre; lesnites. com>
Subject: Re; ** Infonmation on Summerhil] / Bronson **

You'll have a ton of information shortly, Andre, piease forward to Raj asap.

Thanks,
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Walter

From: Raj Singh

Sent: Thursday, Novenber 19, 2015 6:02 PM
To: Walter Thowpson, President; J ol Davies
Ce: Gregory H. Harris

Subject: ** Information on Summerhill / Bronson **

John / Walter:

Can you provide me with some information on Bronson. I am presenting to 2
groups (total 89) on Tuesday November 24th,

Address, any renderings, size of Building (units, beds sq ft), estimated price
ranges. Please also send the draft pro forma/

thanks

Raj

Raj Singh
CEO

Tierl Advisory

My Linkedin Profile:

http://ca.linkedin,com/in/rajsingh100
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From: John Davies

To: 'Gregory Harris*

ce: rajsingh100@gmail.com ;'Chris Giamou'
Sent: 2016/03/16 4:54:56 PM

Subject: RE: Update on Agreement

Hey Greg:

| have ben back and forth with Michael Cane on this for several‘'manths leeking for an increase in valuation, Michael
can't. get his head around an increase to the last Kitchener appraisal until we break ground. Il repay the Mintz $900K
on Kitchener from the Boathaus loan and repay Boathaus over say, 3 advances when we break ground in Kitchener,

The MC JV agreement with Leeswood didn't seem like a big priority until it blew up In our face a year later. | am of the
belief that the ROFR is important to Guido, and therefore it's a priority to me. Hopefully we can get something in his
hands asap. | know they would like to break ground in the near term.

Thanks,

. dJehn,

From: Gregory Haris [malito:GregHarris@harrisandhanis.com]
Sent: March 16, 2016 12:18 PM

To: John Davies .

Cec: rajsingh100@gmail.com; 'Chris Glamou'

Subject: RE: Update on Agreement

He's not asking for anything further after Raj's response.
Let's not provide a timeline at the moment.

We have many bigger issues to deal with, including but not limited fo the Kitchener appraisal from Cane — that’s-going
to -end up becoming a very large Issue unless we deal with that.

You've heen stating for months that Cane was going to get it done; but we still have not seen it,
Let's get our priorities straight please.

Greg

Gregory H. Harmrls

Harrls + Harrs LLP

2355 Skymark Avenue

Sulte 300

Misslssauga, Ontarlo

L4W 4Y6

Phone 906.629.7800 x 240
Fax 905,620,4360

Cell 416.460.2507

Emall gregharris@harrisandharrs,com
Web www.harrisandharris,com
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HARRIS % HARRIS e

* DRARUI(RE AKD fOLKCICRS

This-e-mail (and its aftachments) is privileged and may contain confidential information intended only for the
person(s) named above, If you receive this e-mail in error, please notify the addressee immediately by e-mail,
phone or fax and permanently delete the e-mail and.any attachments.

From: John Davies [malltosjohn@memorycare.cal
Sent: March-16-16 12:13 PM

To! Gregory Hartis )

Ce: rajsingh100@amail.com; "Chris Giamou'
Subject: RE: Update on Agreement

Yes, thanks, | did see Raj's note to Guido, but I'd like to give Guido a timeframe, If that's possible,

From: Gregory Harris [mailto:GregHattis@harrisandharris.com]

- Bent: March 16, 2016 12:12 PM

To: John Davies <john@memorycare.ca>

Co: rajsingh100@amail.com; 'Chris Glamou' <chris@memorycare.ca>
Subject: RE; Update on Agreement

Raj has already dealt with this,

Gregory H, Hatris

Harrls + Harris LLP

2355 Skymark Avenue

Suite 300

Mississauga, Ontarlo

L4W 4Y6

Phone 805,629,7800 x 240
Fax 905.629.4350

Cell 416.460.2507

Emalil gregharris@harrisandharris.com -
Web www harrisandharris.com

HARRIS % BARMISw,

BERAUIRT AND SOLCHTAY

This e-mail (and its attachments) is privileged and may coniain confidential information intended only for the
person(s) named above, If you receive this e-mail in error, please notify the addressee immediately by e-mail,
phone or fax and permanently delele the e-mail and any attachments,

From: John Davies [matlto:john@memorycare.cal
Sent: March-16-16 12:10 PM

To: Gregory Hatrls

Ce: rajsingh100@amall.com; 'Chris Glamou'

Subject: FW: Update on Agreement
Hey Greg:

Is there a timeframe that | can tell Guldo?
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John,

From: Guido Paniccia [mallto:GPaniccia@varconconstruction.com]

Senf: March 15, 2016 4:51 PM
To: John Davies <john@memorycare,ca>

Co: 'Chris Glamou (Memory Care)' <chris@memorycare.ca>; rajsingh100

Subject: RE; Update on Agreement
John/Chris

Hope that allis well. Please confirm that | have the correct.e mail addresses as | have not heard back from youre e

mall below.

Guido Paniccia Bsc.Eng
Senior Vice President

VARCON CONSTRUGTION CORPORATION
250 Doney Crescent
Concord, Ontatlo. L4K 3A8

From: Guldo Paniccia
Sent: March-08-16 8:32 AM
To: John Davies <jochn@memorycare.ca>

Co: 'Chris Glamou (Memory Care)* <chris@memorycare.ca>; 'rajsingh100@gmail.com' <raisingh100

Subject: Update on Agreement
John

Hope that all is well. Can you please update me on the status of the agreement being drafted?

Regards

Guido Paniccia Bsc.Eng
Senior Vice President

VARCON
% f}d

VARCON CONSTRUCTION CORPORATION
250 Doney Crescent
Concord, Ontario. L4K 3A8
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John Davies

)
From: John Davies <johndaviess5@rogers.corms
Sent: Febrdary 19; 20158 11115 AM
Ta; . 'Greg Harrls ‘rajsingh100@gmail.com’
Cc 'Chris Glamou?; 'Dlanna Cassidy'
Subject; Mamery Care ralses
Gentlemen; : '

Chris Is cleaning up a few detalls In the Burlington and Oakvifle pro-forma projections. Should have them to Michael
Cane tomorrow. Michael has completed hig initlal review of these twa projects so [ think we'll see his apptaisals for hoth
by March 1%, If wa can gét-them to Peter Tuovl that week and get his work back asap, Tier 1 could be selling mid-March.
I'm assuming revised documents and OT sign-off will take a couple waeks, €artalnly we could be in the marketplace
before the end of March break. X

Opposite Kitchener, we could turn Tler 1's guys loose ah that ralse right away. The fitst appraisal on Kitchener was for
$6.5 milllon. Michael’s new appraisal Is for $10.6 milllon, Peter Tuovl and OT have eompleted thelr wark, The Mintz
$950,000 closed earlier this week and approximately 50% of the netloan amount has haen sent back to H+H for the
upcoming Aprll 12 Interest payments, The balance will retire sore prassing payables,

A few notable Tier 1 agents (leff Watson / Marcus Patton) have clients with cash in band wanting to Invest in Memory
Care, RRSP season ends March 5", Let's go to market tight away for a 54 million Tier 1 Kichener Construction ralse,
jocuménts could be revised with this new amount falrly quickly and Raj could have his team out selling In the next
eek ortwo,

A $4million raise nets us say, $2.8 million. Less $950K to Mintz. Call [t $1.850 million net,

I'm going t¢ need a chunk.aof those proceeds tp re-pay Bracebrldge Investors who want thelr cash retumned dtthe end of
April. Walter would like seme cash for deposits on student housing land.he's chasing.

' assuming Michael Cane’s Oakville and Kitchener appralsals wiil be sufficlently ihcreased over the last round of
appralsals for Tier 1 to he able 4o ralse say, $3.5 million on each deal, | think Tiar 1-.could probably ralse those amounts
by say, early May If they get the documents ete, by the week of March gth,

Can we revise the Kitchener documents ta permit Tlar 1 to be out'in the market in a week?

Thanks,

John.
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From: - Dianna Cassidy

To: Johndavies55@rogers.com

Sent: 2016/02/09 4;47:05 AM

Subject: Re: Shareholder Dividend Payment-on Bronson
Thanks for the update.

Sent from my BlackBerry 10 smartphone an the Bell network.
From: johndavies55@rogers.com
Sent: Monday, February-8, 2016 10:41 PM

To: Dlanna Cassldy, Operatlons Manager October 8, 2015
Subject: Fw: Shareholder Dividend Payment on Bronson

April 1st to receive Bronson cash.

Sent from my Porsche Desigh P 9983 smartphone from BlackBerry.
From: Gregory Harris

Sent: Monday, February 8, 2016 5:46 PM

To: johndavies55@rogers.com; Raj Singh, B.Sc., MBA, CEO

Cc: Waiter W, Thompson CA CPA Co-President

Subject: Re: Shareholder Dividend Payment on Bronson

We're aiming for April 1st, however it's a matter of all the sales being completed and then the OT funds
being rolled over.

Gregory H. Harris

Harris + Harris LLLP

2355 Skymark Avenue

Suite 300

Mississauga, Ontario

L4W 4Y6

Phone 905.629,7800 x 240
Fax 905.629.4350

Cell 416.460.2507

Emall gregharris@harrisandharris.com
Web www.harrisandharris.com

From: johndavies55@rogers.com

Sent: Monday, February 8, 2016 5:54 PM

To: Gregory Haris; Raj Singh, B.Sc., MBA, CEO

Cc: Walter W. Thompson ‘CA CPA Co-President

Subject: Re: Shareholder Dividend Payment on Bronson

Great. Thanks, When does Raj envision closing?

Sent from my Porsche Desigh P"9983 smartphane from BlackBerry,

From Gregory Harris
Sent: Monday, February 8, 2016 5:29 PM .
To: johndavies55@rogers.com; Raj Singh, B.Sc., MBA, CEQ

“ Ce: Walter W, Thompson CA CPA Co-President

Subject: RE: Shareholder Dividend Payment on Bronson

If Tier 1 raises $10.875 million, then deducting 30% results in an amount of $7,612,500 and from this amount you’d deduct the
$1 million shareholder dividend netting $6,612,500 by my caleulations,
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I'll have to-confirm tomorrow what the contribution amount will be required to top up the net Vector advance to complete the
purchase, but assuming its $3 million or less, then the net proceeds remaining would be approximately $3.5 million,

T'11 get you more detailed numbers on the purchase side tomorrow, once Amy is back,

Gregory H., Harris

Harris + Harris LLP

2355 Skymark Avenue

Suite 300

Mississauga, Onlario

L4W 4Y6

Phone 905.629.7800.x 240

Fax 905,629,4350

Cell 416.460.2507

Email gregharris@barrisandharris.com
Web www.harrisandharsis.com

HARRIS # BARHIS w

SRRILLRE AKD SONCHEAL

This e-mail (and its attachments) is privileged and may contain confidentiol information intended only for the
person(s) named above. If you receive this e-mail in errov, please notify the addressee immediately by e-mail,
phone or fax and permanently delete the e-mail and any atiachments.

From: johndavies55@rogers.com.[mailto:johndavies55@rogers.com]
Sentt Febroary-08-16 5:20 PM

To: Gregory Harris, Raj Singh, B.Sc.,, MBA, CEO

Ce: Walter W. Thompson CA CPA Co-President

Subject: Re: Shareholder Dividend Payment on Bronson

Hey Greg: If Raj can raise the $10.875 in addition to the Vector funds, we should receive (after Vector hold back
amounts, balance of the purchase price owing, and the normal T1 30% off the top) around $4,5 million. Less $1
million shareholder bonus. Net to Textbook roughly $3.5 million, Is my math more or less correct? John,

Sent from my Porsche Design P*9983 smartphone from BlackBerry,
_ From: Gregory Hanris

Sent: Monday, February 8, 2016 4:57 PM

To: johndayies55@rogers.com; Raj Singh, B.Sc., MBA, CEO

Cet Wilter W, Thompson CA CPA Co-President

Subject: RE: Sharelislder Dividend Payment on Bronson

John/Walter:

1spoke with Raj and he’s talked with Mickey Baratz regarding additional Tier 1 funding below the Vector financing, it appears
Mickey has no issue with additional Tier 1 subordinate financing, He advised Raj that I should send the request for the
amendment to the Credit Agreement Walter had previously signed, Raj dlso advised that Mickey didu’t have an issue with
respect to the $1 million sharehclder dividends on closing,

I will prepare an amendment for Mickey’s review, and afier Mickey confirms the amendments, Il forward to Walter for
signaturs,

With respect to the Bronson SMI raise, our documents provide that the maximum raise amount is $16,575,000. Initially the

amount of the SMLraise will be limited to $10,875,000 (such that the SMI funds plus the Vector financing will not exceed the
appraisal amount), The documents will allow, at some time down the road, if nscessary, the SMI portion itself to be increased
up to a maximum of$16,575,‘0p0 (provided an increased appraisal amount would support this quantum plus the Vector loan),
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Raj advises that he is trying to close on the $10,875,000 amount, and it’s expected that the shareholder dividend payment wiil be
disbursed from these proceeds. The SMI documents already contemplate the shareholder dividend aud do not need to be
amended for this purpose.

Let me know if you have any questions about the SMI documents and the financing amounts that can be raised,

Greg

Gregory H. Harls

Harris + Harris LLP

2355 Skymark Avenue

Sulte 300

Mississavga, Onfario

LAW 4Y6

Phone 905.629,7800 x 240

Fax 905.629.4350

Cell 416.460.2507

Email greghards@harrisandlariis.com
Web www larrisandharris.com

HARRIS » HARRISw

BIRAGILRIAND SOLiCiIERY

This e-mail (and its attachments) is privileged and may contain confidential information intended only for the
person(s) named above. [f you receive this e-mail in ervor, please notify the addressee immediately by e-mail,
phone or fax-and permemently delete the e-mail and any attachments.

‘From: johndavies35@rogers.com [muilto:johndavies55@rogers.com)
Sent: February-08-16 8:41 AM

To: Raj Stoglhy, B.Sc,, MBA, CEO; Gregory Harris

Ce: Walter W. Thompson CA CPA Co-President

Subject: Bonus Payment on'Bronson

Gentlemen: 'm responding to recent correspondence regarding the bonus payment to sharehelders on Bronson.

I think we'd all agree that the payment of bonuses to shareholders from the Tier 1 raises has been gratefully received.
It certainly has been in my case. We have a few challenges that we're dealing with that i'd like to present,

If the 1st mortgage lender is prepared to permit.another $1 million behind him that's fine. Good news in fact. Walter
was nervous to ask.

We have a larger, more encompassing issue. In the case of McKenzie, the raise was $10 million, and the amount
needed to close was roughly $4 million. After payment of the $1 million bonus, there was.around $2 million for staff,
consultants, overhead and other operating costs. In the most recent advances for 555 and 525, the amount of the
raises after all fees, shareholder bonuses and other deductions netted a relatively small surplus. Textbook repaid $1.3
million to Scollard and MC from the 555 and 525 advances, and that cash was used to pay $1 million of December
and January interest, which left Textbook little cash to operate with,
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The size of the recent Tier 1 .raises hasn't been large enough to leave us sufficient cash after payment of all
deductions to operate the company. Bronsen 1s the-same situation. The quantum of the anticipated net Tier 1 raise on
Bronson is close to the closing costs and the bonus, leaving Textbook little additional cash to pay our-expenses.

We have the-two Ottawa projects, and Ross Park into working drawings. We owe roughly $1.5 million to the
consultants on those projects. We owe consultants for 555 and 525 as well as almost 9 months of work on Shoppers
Drug Mart site. The Brock U site is in predevelopment mode, We need cash for consultants to continue work in
earnest or work will stop, Add payroll, office expenses etc,

1 have mentioned in the past that the issue is the land raises are so large that these is insufficient surplus proceeds to
fund operations at the present level, We need to keep our foot on the pedal and advance the projects as quickly as we
can or they'll languish, Afer all deductions from the most recent raises there isn't enough to fund the working
drawing, planning, engineering and approvals operations underway. We need a couple of raises with $2 or $3 million
surplus cash to-catch up. Unfortunately, the best sites that are close to schhols or in the downtown core aren't cheap,
and the net proceeds from the Tier 1 raises aren't enough to cover ops.

Can'we raise more capital on Bronson? Can Tier 1 raise a 2nd tranche and pay the bonus from the back end? The
Cane appraisal is greater than the sum to the 1st and 2nd mortgages I believe. Hopefully we can raise additional cash
on Bronson and pay the bonus and operating cash too.

The next raisé for the Shoppers Drug Mart property will be based on-a $15 million Cane appraisal and I think the 1st
mortgage lender will permit a larger 2nd. Hopefully the Tier 1 raise for this site will go well and produce substantial
net proceeds to clean-up consultants invoices, pay staff'and ops for a few months until the next raise.

Lastly, 2nd year interest payments on Ross Park will be upon us soon. We'll need to start bankrolling surplus cash in
order to meet interest obligations, Starting that now would be wise.

I wanted to let you know that the projects underway require more funding than is presently available, or available out
of the Bronson raise, Raj, can we raise more? Greg, will the documents allow us to raise more as construction
financing and still be within the Cane appraisal amount?

T'm thinking out loud. ¥'m sure there is a solution, None of us want to see the progress grind to a halt. I'm sure there is
a solution. .

John,

Sent from my Porsche Design P'9983 smartphone from BlackBerry,
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555 Princesa Street, Kingston, ON e0-Jan-00
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Receivership Companies
y of £ dt d N Fees
{unaudited; $C)
Scollaid 525 Princess 555 Princess Burlington Qakville Kitchener Legacy Lane Total

Total Project costs 73,159 33,730 41,878 23,500 27,704 25,579 22,444 248,394
Project costs to date (note 1) 15,946 6,387 7,927 9,553 13,903 11,527 3,478 68,721
Costs ta-date as a percentage of total costs 21.8% 18.9% " 18.9% 40.0% 50.2% 45.1% 15.5% 27'7%,
Total managemerit fees ovér project 1,803 1,500 2,100 1,500 1,500 1,594 1,122 41,119
Percentage of eamed management fees to date 21.8% 18.9% 18.9% 40.0% 50.2% 45.1% 15.5% 25.9%
Expected Management fees to date 393 284 398 600 753 718 174 3,318
Actual management fees paid {note 2} 846 502 801 1,264 1,245 1,201 607 6,466
Estimated unearned management fees 453 218 403 664 432 483 433 3,147

Notes

1. Represents all capital raised on the project, including from SMIs, third party mortgages and the preference shares in respect of Oakville. Excludes receipts
and dis5ursements from Davies Developers, which would efiminate on consolidation. Assumes ail capital raised was spent on the project.

2. Represents management fees paid as per Exhibit "J" to the Davies Affidavit.
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rom: JonndaviesS5@rogers.com [maflto:johndavies55@rogers.com)

Sent: March 19, 2018 7:35 pPM

To: Ra] Singh, President <rajsingh100@gmall.com>

Ce: Greg Harrls sgregharris@harrisandharris,com>; Bruce Stewart <bwstewart@rogars.com>
Subject: fex Fwd: Fw; Scollard !

Raj:
I think | get where you're coming from and | respond as follows,

The efforts of the development team are extensive and complex. | don't befleve your investors fully comprehend the
skill, experience and time necessary to achleve a successful outcome on such a complicated development vanture,

keel free ta satisfy yourself that our fees are industry standard fees. Belleve me Ra), wa willearn every penny.
aal, Bruce and | are not prepared to function as paid consultants on 8 project that we found, negotlated the purchase
agreement, are the borrower, the developer, and the persons most responsible for the successful outcome of the

venture.

Each of Bruce, Greg and | wifl only each.earn approximately 12% of the back end and we are accepting that because we
thinkit's a great project; but that Is fariess than you are earning for yourself,

" Every pro-forma projection has shown our 4% development fee since the first lteration back in November, The cash flow

shows the monthly fae paymants, Neither the quantum of our fee, nor the timing of the payment of our fee has aver
been discussed, untll now.

Raj, we are prepared to move forward on the basls that our total development fee Is pald monthly over the 48 month
genesls of the venture, 3.2 milllon of development feas will get paid over the full life of the project, That's 48 months
to final eccupancy and sign over to the condo corp, We anticlpate recelving construction financing in approximately 24
months. According to our schedule we will have been paid around 52 miltion of the total fee by the time we.obtain
construction financing.

It strikes me thatitsa bit late In-ourdiscusslons and deliberations to be having a confilct about having falth In us to
dellver the project on time and.on budget, .

If the investors are worrled that there Isn't golng to be construction financing available, they should probably find
~mething less risky {and lucrative) to- Invest thelr money in,
sbtaln construction financing we're going to be spending milfions upon millions of dollars on planners, architects,

* wnglneers, marketing, deslign, sales professionals, lawyers and accountants to get us to the point two years from now

where we qualify for construction financing.
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Are your [nvestors suggesting we ask the country's finest deslgn and engineering consultants to earn a modest wage
untll such time as we determine whether we're-golng to make our projections? Of course not, just as It Is inappropriate
to as the development team to wark for a wage directing the project,

.r your proposal Is the only way you're preparéd ta move forward with us on the project then regrettably we will be
withdrawing from participating.

Let's discuss next week,

John,
Sent from my BlackBerry device on the Rogers Wireless Network

From: Raj Singh <ralsingh100@email.com»

Date; Tue, 19 Mar 2013 18:32:48 -0400

Tos John Davies<johndavies55@rogers;cari»

Cc: Greg Harriscgregharris@harrisandharris.com>; Bruce Stewart<bwstewart@rogers.com»
Subject: Res Fwd: Fw: Scollard

Jahn:

This Is not the same as Tlerd's fees John, Tier 1 makes about 3.5% to 4% on money ralsed not on total project cost to.
share amongst partners and pay staff & expenses, We are all betting on making our {arge upside when the projects are
successfuly completed, -

Regardless, | am not concerned about the quantum of the development fee (I am assuming thls Is fair market rates and
will take your word for it}, .

~hatam concerned about In my comp‘iete reliance on you that construction financing will be successfully ralsed and
the prajects will be successful,

The developmet fez belhg pald out prior to this is an extreme Worry for me and makes me very uncomfortabe. This
allows $3.2 M of development fees to be withdrawn ahead of even knowling if construction financing can be arranged at
alt (a discusslon that has come up several times),

What makes sense for Investors Is that a reasonable draw be taken out {(and this can be discussed) with the bulk of it
beln paid out when the constructlon financing has been successfully arranged. it is therefore tied to performance of
successfully obtaining construction financing. This Is your area of expertlse, If you are umcomfortabla with this we
should all:know upfront, ’

| have discussed with-Greg on the phone and he can share these thoughts better with you rather than doing via emall,

! am back on Ssturday and we can meet to discuss.

regards .

Ra)

1 Tue, Mar 19, 2013 at 5:19 PM, <ohndavies55 @rogers.com> wrote:

The development fees are earned and disbursed monthly starting In month 1, Same as Tler 1's fees,
Sent from my BlackBerry device on the Rogers Wireless Network

2



-1

From: Raj Singh <taisingh100@gmall.com>

Date: Tue, 19 Mar 2013 18:17:39 -0400

‘o1 John Davies<johndavies55@rogers.com>

Cc: Greg Harrls<gregharris@harrisandharrls.com>; Bruce Stewart<bwstewart@rogers.com>
Subject: Re: Fwd: Fw: Scollard '

The timing of the payment of the development fees as it relates to successfully obtaining construction financing to
know we have a successful project. '

/ra)

On Tue, Mar 18, 2013 at 5:58 PM, <johndavies55@rogers.com> wrote:

Discuss what?
Sent from my BlackBerry-device on the Rogers Wireless Network

From: rajsingh100@gmall.com
Date: Tue, 19 Mar 2013 14:57:43 <0700 (PDT)

Tos <johndaviesS5@rogers.com>

Cc: Greg Harrls<gregharris@harrisandharls.com>

Subject: Re: Fwd: Fw: Scollard

John

We can discus further next week, | pave asked Greg to set up a meeting for us,

Raj

Sent from my BlackBerry 10 smariphone,

From: Johndavi 21540
Sent: Tuesday, March 19, 2013 3:09 PM
Tot Raj Singh, President; Bruce Stewart

Reply To: jchndaviesS5@rogers.com
Subject: Re: Fwd: Fw! Scollard

Raj: Regarding Development Fee. We reduced-our fee on this project from 5% to 4%. John
Sent from my BlackBerry device on the Rogers Wireless Network

From! Raj Singh <ralsingh100@amall.com>
Date: Tue, 19 Mar 2013 13:47:51 -0400

To! Bruce Stewart<bwstewart@rogers.com>
Cc: lohn Davies<jchndavles55@rogers.com>
Subject: Re; Fwd: Fw: Scollard

Bruce:

1) What Is the estimated size of the construction Loan?

) 2} The 53.2 M development fee Is to you & John (The developers)?

1474
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On Tue, Mar 18, 2013 at 1:08 PM, Bruce Stewart <bwstewart@rogers.com> wrote:

Raj;

1} The construstion loan interest my be slightly understated in an effort to yleld the targeted profit you were seeking.
2) Given that thls bullding is 3 fimes the size of Bayview we fee| this number Is attainable. Bayview will be adjusted
downward as we develop the budget | belleve.

3) Development Fee Is a fee to the Developers white Development Charges are those charged by the municipality.
4) Development Contingenoy Is @ typical 3% and may need to be adjusted upward given the slte canstraints,

Hope this helps.

Bruce

Bruce Stewart

‘The Traditions Development Company
75 Dufflaw Rd. Sulte 205 .
Toronta, ON M6A 2W4

Telt 426.477.7744 Cell: 416,471.0155

This-email {including attechments) Is for the adle use of the Inteniled reziplent and may contaln Tsgally privileged or confidential Informetion, If

you have recelved this emall in crror, please immediately advise me by telephone (collect If ) or retumn email, and delete this emalt
i‘r}d destroy ?‘n);l::gies. Any distribution, usé or copying of this esnall or tha Information ¢ contains by other thnn the intended yecipient{s)
s/are unautho o .

From: Ra] Singh <rajsingh100@gdmail,com>
To: Bruce Stewart <bwstewari@rogers,.com>
Sent: Tuesday, March 19, 2013 9:07:23 AM
Subject: Fwd: Fw: Scolfard

Bruce: .

A few questions in from some of the equity folks, Please assist me with this, I also have to answer a
number of questions for the folks on out team.

1) Construction Loan - What Amount and length of time i will be taken for? It is shown as interest charges
at$3M. .

2) Construction cost @$190 / sq ft. Everyone sesms to think this is low, Any cormments. I noticed in John's
last email on Bayview he is using a number of $200 for Bayview, Would Yorkville not be more giving type
of facility? ) :

3) What is devslopment fee for $#+M and Development Charges for the $4M? What is the difference in
these 2 line items (maybe best to give & high level of categories),

HA 4) Development contingency for such a large project seetns quite small at less than $1M,

|
|

" 74 There are some othér questions but I did not get all of them down, These are.some of the bigger
+ cuestions. Can you please respond and Jet me know,

4
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thanks
Raj

---------- Forwarded message «-vesveees

From: <gajsingh! 00@gmail.com>

Date: Sat, Mar 16, 2013 at 10:33 AM

Subject: Fw: Scollatd

To: Xris Parthiban <kris.parthiban@tierladvisory.com>

Proforma.
Confidential,

Kiris, we can dizcuss to do exec summary,

Raj
Sent from my BlackBerry 10 smartphone, '

From: johndavles55 @rogers,com
Sent: Friday, March 15, 2013 2:25 PM

* Tot Ra)Singh, President

Reply To: johndaviesSS@rogers.com-
Cc: Greg Harris) Britce Stewatt
Subilect: Fw: Scollard

3

Raj: As requested, John
Sent from my BlackBerry device on the Rogers Wireless Network

T'rom: Bruce Stewart <bwstewart@rogers.com>

{ Date: Fri, 15 Mar 2013 11:23:37 -0700 (PDT)

Tot John Davies<johndavies35@rogers.com>
ReplyTo: Bruce Stewart <bwstewart, 15.com>
Subject: Scollard

Hera you go.
Bruce Stewart

‘The Traditions Development Company
75 Dufflaw Rd, Sulte 205
Toronta, ON MEA 2W4

i Tel: 416.477.7744 Cell: 4164710155

This emedl {including attachments) Is for the sole Uss of the Intended recipient and may in legally privileged or confidentind Information, 1f
F you have recelved this amall in evor, pleate immediately advise me by telephene {coflest it y) or return emadl, and delete this emall

' ‘n.n’d d=slroy&nyleo§1ca. Any distribution, use ar copying of this email or the information it containa by othaer than the ntended recipient(s)

s /are-unauthorized,

e
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i Raj Singh
}
t| My Linkedin Profile;

l hitg://ca.linkedin.com/In/rajsingh100
g
]

-

Ra} Singh
My Linkedin Prafile:

http:/foa Hrikedin.com/in/raisingh 1 00

Raj Stngh
My Linkedin Profile:

httpy//en livikedin.com/in/rajsingh1 00

s

Raj Singh

" My Linkedin Profile;

hitpifea linkedin.com/in/rajsingh100
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+ Tos ‘Gregory Harrls! <GregHarrls@harrlsandharrls,coms

John Davies

From; John Davles <johndavies5S@rogers.com>
Sent: - June 17, 2016 1:51 PM

Tot ‘Raj Singh's ‘Gregory Harris*

Subifacts FW: $2.4 millfon SMtIncrease on Baathaus

Should we get golng on these documents?

Fromi Jahn Davies [mallto:johndavfesSS@rogels.cofn]
Sent: June.1, 2016 11:28 AM

Cct 'Raj Singh' <rajsingh100@gmall,com>
Subect: RE: $24 milllon SMI Increase on Boathaus

Hello-Greg:

! met with Raj last week and we discussed the pref, share option and ralsing equity for the Memory Care facllities-per
your suggested course of action befow. It.appears that Ra} sees the pref. share opportunity as a better option for
Textbook, Raj is Juoking at the pro-forma Information we sent and we’ll be getting togather to review the varlous
profect projections and answer Raj's questions, We'll let you know when we're meeting.

But apposite Memary Care, I'm of the belflef that the pref. share option Is 2 longshot for these projects. In that we don’t

Ive any other optionsto fund. Intereston October 1% without the Boathaus $2.4 million ralse, | think we should start
a documents and the ralsa. Boathaus s a good story. Lots of sales, Investors will want this loan, The net §1,7 million
from a 52.4 million Boathaus ralse will fund 6 months of Interest on élithe projects,

| don't see an slternative and time will soon become a factor given the summer slowdown,

John,

From: Gregory Harrls (mallto:GregHarris@hardsandharris.com
Sent:May 24, 2016 10:46 AM

To: John Davies ¢johndaviesSs@rogers.com>

Cc: 'Ral Singh' <zalsinghl00@gmall.com»

Subjeet: RE: $2.4 milllon SM| increase on Bosthaus

Johnt

( think the better alternative Is the praf share aqulty that Raj would work to rafse, You don’t wapt to be obtainlng
financing form Boathaus and then using it to further fund interest payments for other projects,

However, he can’t even get this started, unless Waltar gets him the Information he's been looking for with respect to
the pro formas and then discusses the applicable parcentage Interests that will be granted In the projects,

{'ve been suggesting this for weeks.now, I'm not sure why Walter is not getting in touch with Raj.
._) there some sort of issua?

Greg

1478
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~aregory H, Hareis

Harrls + Harris LLP

2355 Skymark Avenue

Sulte 300

Misglssauga, Ontatlo

L4W 4Y8

Phone 805,629,7800 x.240
Fax 905.629,4350

Cell 416,460.2607

Emall pregharis@bardsandharis.com
Wab www.harrisandhards.com

4 |

RARRIS + HARRISw
ARATIAS AN SRUTIOAS *

This e-mail {and its atachments) Is priviteged and may contain confldential information intended only for the
person(s) named above, [fyou recelve this e-mall In error. please notify the addressee immedlately.by e-mail,
phone oy fox and perinanently delete the e-mail and any aitachinents.

From: John Davies [mailtorjohndavlac55@rogers.com)
Sent: May-24-16 10:39 AM
Tot Gragory Harrls

1 ‘Raj Singh'
-}ubje'ct: $2,4 millfon SMI increase on Boathaus

Good morning Greg:

Based on my conversation with Micky on.Friday, It appasrs we have arranged fnancing to cover the next raund of
interest payments at the end of June, We need d-strategy for the end of September interast, Lam hoping we can use the
Cane $16 milllon appralsal to ralse a further $2.4 million of SMI eash, Can you please look at the Tier 1 Boathaus
documents and determine whether that's an optlon? Hopefully thers /o impediment betause i'm not sure whiere |
cap get the next $800K IF this Isn"t avallable. four months will go by fast,

Thanks, : . !

John,
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DELEGATION AGREEMENTY
TIS AGREEMENY is made us of the 28" day of September, 2012
BETWREN:

KARRIS + ILARRIS L1P, a'faw firm Himbted linbility partnership
established vnder the laws of the Pravince-of Ontario

(hereinafier-referred to as “1III")
AND

NANCY ELLIOTT, Barrister and Soficitor, u lawycr licensed to
practice faw in the Province of Omarlo

(heroinafier referred to as “Elllot(")

WITEREAS HH and Elifott act as counsel to Memory Care Investmonts (Qokville) Lid, upd
2223947 Ontario Liinited, respectively, pursuant to a foan agrecinent dated of even date. herewith (the
“Lonn Agrecment™).

AND WHEREAS Ellibtt has-artanged with HH that any Interest Reserve (as-defined in the Loun
Agreement) pursuant to (he Loah Agreament shall be rotained by 1114 in the trust-account o' HH and dealt
with and paid owt according 1o the terms of the lLonn Agreement and the syndicated mortgage
participation agreement (the “SMFA™) In connection therewjih:

NOW THEREFORE TIIS AGREEMENT WITNESSET! THAYT in consideration of the
covenants, agreements herein contnined und for other pood and valunblo considermion. (the receipt and
suflicioncy of which s hereby neknowledged), the partics hereto agroe as follows:

L0t Ellion and HH, pursuant to the provistons-of the Loan Agreement, agree that any interest reserve
shall be held by 114, in trust and for the benefit of the syndicated mortgage lenders and pald by HIH from
its trust account fn accordance with the terms of the Loan Apreement and SMPA,

102 M agrees and covennnts to disbuise the Interest Reserve proceeds held by HIM to syndicated
mortguge lenders. froin fts trast aceount and shalt be entitled to take no deduction therefrom for any fecs,
charges or costs-of HH or any other person,

103 MH covenents and undertakes to provide fo Ittt any information reasonnbly requesied. by
Elllott to verify thal the Interest Reserve. proceeds held In trust by FIF have been used solsly 10 pay
amounts owing to syndiemed mortgage lenders on thelr respeotive due dates,

1.04 By exeeution hercof HH and Eillont on-behalf of themsclves and thelr respective elients, pursuant
to Scction 4,05 of the Loan Agreement, hereby agree to the delopation of cedaln mongupe admisistration
and (meifftation responsibilities as provided for herein, and 14H hercby accepts such responsibilities with

respeet 10 the Interest Reserve and puyments to syndicatod mortgnge investors therelrom; notwithstanding

the provisions of the Laun Agreencnt and SMPA,

1480



IN WITNESS WHEREOF the parties herclo Iave executed this Agreeiment s of the date written on the

first page hereof,

HARRIS + HARRIS LEP

o .
Petyr e L2 L
ame: Oregory 4. Harris
Titler” Prrtner

Fhave authority do bind the parinership

NANCY ELLYQOTT, Bptrister and Selicitnr
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DELEGATION AGREEMENT"
THIS AGREEMYNT is made as of the 2* day of January, 2013
BETWEEN:

TIARRIS +ITARNIS LLP, a law firm limited liabillty portnership
esloblished under the laws of the Province of Ontario

(hereinafter referred Lo as “ITIN™)
AND

NANCY ELLIOTT, Bartister and Sclieltor, a lawyer licensed to
practice law in.the Province.of Ontario

(hereinafier referred to as "Eltiott™)

WHEREAS HH and Elliott act as counsel to l.egacy Lane lavestments Lid, und 2223947

Ontario Limlted, respectively, pursvant to a loan agreement dated of even date herowlth (the “Loan

Agprecment'),

AND WIIEREAS Elliott has srranged with FIH thet uny Interest Reserve (a8 defined in the Loun
Agreement) pursuant 1o the Loan Agreement shall be rotnined by HY in the trust aceount-of 111 and dealt
with and paid out uccording 10 the terms of the Loan Agrecment and the syndleated morigage
participotion agreement (the "SMPA”) in conneotion therewith;

NOW THEREFORE TIIS AGREEMENT WITNESSETIE TIAT in consideration of the

-covenents, agreements herein contained and for other good -and valuuble consideration (the rocelpt and

sufficlency of which is hereby acknowledged), the porties hereto apree as follows:

1.0Y  EBlllott and §iH, puréuzmt Io the provisions of the Loan Agreement, agree that any interest reserve
shall be:held by HE, in trust and for the benefit of the syndicated mengage fenders and paid by Hil froin
lts trust necount In accordanco with the terms of Lhe Loan Agreement and SMPA,

1.02 141 nprees and covenants 1o -disburse the Intorest Reserve proceeds held by HH to syndicuted
mortgage lenders from Its trust account-and shall be entitled Lo take no deduction therelrom for any fees,
charges or costs of HH or any-olher person,

103 1 :covenants and undertakos to provide to Elliott sny information reesonably requested by
Glliott to verify that the Interest Roserve proseeds held in trust by HH have been used solely to pay
amounts owing 1o syndicated mongape lenders on thelr respective. due dates,

1.04 By executlon hercof i and. Ellioit on behnlf of themsclves and thelr rcspcctlvc clients, pursuim
to Section 4,05 of the Loan Agreament, hereby agree to the delogation of certwin morigage administration
und fucilitation responsibilitios us provided For hereln, and Hit hereby accepts such responsibilities with
respoct to the Interest Reserve and payments to syndicated morigage Investors thetafrom; notwlthstanding
the provisions-of the L.oan Agreement and SMPA,
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IN WITNESS WITEREOY the parties horeto have exccuted this Agreement as of the dute written on the

tirst page heroof,
ITARRIS + PAR.RIS LLY
Pers
e

ime; ory H. Harrls
Tithe? Pariner
ave authority to bind the partnership

NANCY ELLIO'I‘T,/%M%@ nnd Selicltor

parm
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DELEGATION AGREEMENT
THIS AGREEMENT is made as of the 1 day of May, 2013
BETWEEN:

HARRIS + ITARRYS LLP, o low firm limited liability perinership
established under the laws of the Proviuce of Ontarfo

(hereinafer referred to.as “IIE™)
AND

NANCY ELLIOTT, Barrister and Solicitor, a lawyer licensed to
practice law in the Province of Outarlo

(herchwfier referred to ns “Elliot(™)

WHEREAS HH and Elliowt act as counse! to 1703858 Ontario Ltd. and 2223947 Ontario
Limited, respeotively, pursuant to a lonn agreement duted of even date herewlth (the “Losn
Agreement”).

AND WHEREAS Elliott has arranged with HY that.any Interest Reserve (as defined in the Loan
Agreement) pursuant to the Loan Agreemont shall be retalned by VI in the trust account of HEI and dealt
with and prid out according to the terms of the Loan Agreement and the syndicated monigege
participation agreement (the “SMPA™) in connection therewith;

NOW THEREFORE TIIS AGREEMENT WITNESSETH THAT In consideration of the
covenants, agreements herein contained and for other good and valuable consideration (the reeetpt ond
sufficlency of which Is-hereby acknowledped), the parties lisreto agree as follows:

1.01  Elfiott and. M, pursuant to the provisions of the Lonn Agreement, agree that eny interest reserve
shall be held by HH, In:trust and for the benefit of the.syndicated inortgage lenders and poid by I from
Its trust account in accordance with the terms of the Loan Agreoment and SMPA,

102 HH agrees and covenants to disburse the Interest Reserve proceeds held by M to syndicated
mortgage lenders from its trust account and shall be entitled to take no deduction therstrom for any fees,
charges or costs of LI or any other person, .

103  HH covenants and ondertakes to provide to Elfioit any information ressonably requested by
Clliolt to verify that the Interest Reserve proceeds held in trust by HH have been used solely to pay
amounts owing to syndicated mortgage lenders-on thelr respective due-dates, .

1.04 By execution hercof HH and Eliiott on béhalf of themselves and. thelr respective clients, pursuant
to Section 4.05 of the Loan Agreement, hereby agree to the delegation of certain mortgage administration
and facititation responsibilities as provided for herein, and .FH heroby aceepts such responsibilities with
respeet fo the Interest Reserve 6nd payments to syndieated mortgnge investors therefrom; nolwithstending
the provisions of the Losn Agreemont and SMPA.
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IN WITNESS WHEREOF the partios hereto have executed this Agreement as of the date writtsn on the
first page hereof. ‘ .

TIARRYS + HIARRIS LLP

2

Per:

y M., Harrls
Title: Errtner
1 have autharity to bind the parmership

NANCY ELLIOT'T, Piy, and Sollcitor

Jlin
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DELEGATION AGREEMENT
THIS AGREEMENT is mode as of the 1" day of October, 2013
BETWEEN:

HARRIS+ LIARRIS LLP, & law firm limited liabity pertnership
established under the laws of the Provinee of Ontario

(herelnafier referred 10 as “THD™)
"AND

NANCY ELLIOTT, Barrister nud Solicitor, n lawyor licensed to
practice Jaw in the Province of Ontario

(heretnafier relerred 1o as “Eitlott™)

WHEREAS HH and Eliott nct as counsel to Memory Care Investments (Kitchener) Ltd, and
MC Trustee (Kitchener) Ltd.. regpeclively, pursuant 1o # lonn ngreement dated of even date herewith (the
“Lonn Agreement”). i :

AND WITEREAS Elffoit hes srranged with HH that any Interest Rescrve-(as defined in the Loan
Agreement) pursunnt to the Loan Agrecment shall be retained by HH-in the trust aecount of HH nnd deait
with and paid out according 10 the terms of the Loun Agrecement and the syndicaled movignge
participation ugreement {the "SMPA") In connection therewitl:

NOW THEREFORYE 'S AGREEMENT WEINESSETI ‘THA In consideration of the
sovenants, agreements herein contained and for other good and valueble consideration (the receipt and
sufficiency of wlitch s hereby ncknowledged), tho pariles hurcto ngree as follows:

1.0)  Elliott and MH, pursuant to the provisions of the },ant.Agreement, agree that any interest reserve
shall be hield hy HH, in trust and for the benofit of the syndicated mortgage lenders and puid by §11 from
its trust nccount in aceordance with the terms of the Loan Agreemicnt und SMPA,

102 M agroes ond envenants to disburse the Interest Reserve procecds held. by HiH 1o syndicuted
mortgage lenders from-fts trust aceopnt and shall-be entitled to tuke no deduction herefrom for any feus,
charges or custs of TIH or any other person,

1,03 HH covenants and undertakes to provide to Elliowt any (nformution ressonubly requested by
Elliort to verify thar the Interest Reserve proceeds held dn trust by I have been used solely o pay
amounts owing to syndicated mortgage lenders on their respective due dates,

104 By cxecution hercol HH and Elliott on behalf of themselves and their respective elients, pursnant
to Scctlon 4.05 of the Losn Agreement, hereby agree to the delegation of certaln mortgage sdminisiration
and facilimtion responsibilities us provided For hereiy, and 11 hereby nceepls such sesponsibilities with
respect 1o the Milerest Reserve and payments to syndicoled morigugie Investors iherefrom; notwithsianding
the provisions of'the Losn Agrcement sad SMPA.

1486



c9

IN WITNESS WHEREOXN the parties hercto have-executed this Agreement as of the date written on the
first page hereof,

HARRIS + [IARRIS LIP

Kamc: Gregory 1. Mands
Title; Pariney
1 have authority to bind the partnership

NANCY ELLIOTT, Barpist, d Soliciter

= [T
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DELEGATION AGREEMENT
TIIIS AGREEMENT Is mudoe a5 of the 17™ day of April, 2015
BETWEEN:

HARRIS + ITARRIS LLY, a law firm limited liability partnership
established under the laws of the Province of Ontario
(horelnafier referred o as “HIT?)

AND

NANGCY ELLIOTT, Barrister and Solicitor, a lawyer licensed 1o
practioe law In the Provinee of Ontario

(heroinafier referred to as "Ellioti™)

WHEREAS HH and Elliott sct as counsel to Textbook (555 Princess Street) Ine.. and Textbook
Student Suitcs (555 Princess Street) Trustee Corporation, respectively, pursuant to o loan ugrecment dated
of even date hercwith (the “Loan Agresment”),

AND WHEREAS Elliott has arranged with HU that any Interest Reserve (a8 defined -In the Loan
Agreement) purstant to the Loan Apreemont sball be retuined by JIH in the trust aceount of 1H and dealt
with and paid -out according to the terms of the Loan Agrcememt end the syndicated mortgage
participation agreement (the “"SVIPA") in copneetion therewitlt;

NOW TIIEREFORE TITS AGREEMENT WITNESSETH FYIAT in consideration of the
covenants, sgreements hereln contained and for other good and valuable consideration {the receipt and
sufficiency of which is hercby acknowledpged), the partics fiereto ngree as follows:

1Ol Blliott and HIH, pursuant to tho provisions of the Loan Agrhcmcnt, ngree thatany interest reserve

shall be held by HH, in trust and for the benefit of the syndicated mortgage denders and puid by HH from

- It trust cecount in accordance with the.derms of the Loan Agroement und SMPA,

102 HIY agrees and covenants to dishurse the Interest Reserve proceeds held by FIF to syndieuted
moriguge lenders [rom ils tryst aceount and shall be entitled to tnke no-deduction thorafrom for uny fees,
charges or costs of HH or any other.porso,

103 HH covenants and underinkes to provide to Rlliolt any information reasonnbly requested by
Elliott 1o verify that the. Interest Reserve proceeds held in trust by RIT have beon used solely to pay
amounts owling to syndicated morigage lenders on thelr respective due datos,

101 By exccution hercof HI-and Elliott on behalf of themselves and their respeetive clients, pursurnt
to Section 4,05 of the Loan Agreement, hereby agree to the delegation of cenain morigage administration
and facititation responsibitities as provided forherein, and HH hereby accepts such responsibitities with
respect to the Interest Reserve and payments 1o syndicated mortgage investors therefrom; notwithstanding
the provisions of the Loan Agreement and SMPA,
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IN WETNESS WHEREOF the partics hereto have executed this Apreement us of the date writtlen on the
first puge hereof,

TARRYS + [TARRIS LYY

' © Pen

Tie: Gregory T, Harmis
Title:  Parfnes

1 have duthority to hind-the parinership

er and Solicitor

NANCY ELLIOTT, Bay,

1489



DELEGATION AGREEMENT
THIS AGREEMENT is made-gs of the 5 day of October, 2013
BETWEEN:

HARRIS+ HARRIS LLP, 3 [aw firm limited Unbility partnership
extablished under the fnws of the Province-of Ontario

(hereinaRer ceferted to hs “HII")
AND

NANCY ELLIOTT, Burrlstor and Solleltor, 4 Inwyer licensed to
practice low in the Province of Ontario

(horeinnfier referred to a3 “Ellioft")

WIEREAS Hi1 and Elllofl et as cownsel to Textbook (525 Princess Strect) Ine, and Textbook
Student Suites (525 Princess Street) Trustee Corporation, respectively, pursuant 10 a foan ngreement dated
of cven date herowith (the “Loan Agreemen(™,

AND WHEREAS Eliott hes arranged with M that any [nterest Reserve (us defined in the Loan
Agreement) pursuant to the Loan Agreement shall be retained by HH in-the trst neconnt of HH and dealt
with and pald out nccording to the terms -of the Lapn Agreement und the syndicuted morigage
participation ngreement (the "SMPA™) i conmectjon therewitly;

NOW THEREFORE TS AGREEMENT WITNESSETII THAT in considerstion of the
covenants, agreements herein contained ond for other pood und voluable consideration (the receipl mid
sufficiency of whicl ishereby acknowledged), the parties hercto agree as follows:

1.01  Efliott and HH, pursuant to e pravisions of the Lo Agreement, ngres-that any interest reserve
shall be lield by HIY, in trost and {or the benefit of the syndieoted morpage Tenders and puld by HEL from
its trust-uceownt b aecordance with the terms of the Loan Agreement and SMPA,

1.02 [ nprees and covenants to disburse the Interest Reserve proceeds held by MV to syndlented
moripige lenders (rom Its trust account and shall be entitled-to Lake no-deduction theyefrom for any Jues,
chinrges or costy of HiY or any other person.-

103 1M coveitants and undertukes o provide ta Elliott any information ressovably requested by
Elliont to verlly that the Inforest Reserve proceeds dield in trust by HH have boen used solely 1o pay
#mounts owing 10 syndlcatcd morigags lenders on their respective due dates,

104 By excoution hercof HE and Blliolt an balinll of themselves and their respective clients, purswun
to Section 4,05 of the Loan Agreement, hereby ngree to the delegation of certnin morigage administeation
and fucilitation responsibilities ay provided for herein, and. HET hereby accepts such responsibilittes with

respect to the Interest Reserve and poyments to syndicated mortgape investors therefrom; notwithsiunding

the provisions of the Lony Agreainent and SMPA,
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N WITNESS WHEREOF the parties hereto have executed this Apreement as of'the date written on the
first page bereat,

HARRIS + HARRIS L. I’

j o o e
Per: . .- .u«"p/ el

& Tiame: G Gregor nrris
Thles Pnrmﬁ,/’—rH

1 have awhority 10 bind the puriership

NANCY ELLIOTT, Bprrlt.tcr and Selicltor

Vi

J




DELEGATION AGREEMENT
TIVIS AGREEMENT is made as of the 8" day of April, 2014
BETWERN:

ITARRIS + HARRIS LLE, a law firm limiited Hobility-pannershiip
established imder ahe laws of the Provinee of Ontario

(herelnafier referred to as *IIT)
AND

NANCY ELLYOTT, Barrister and Solicior, o lawyer lieensed ta
practice tuw [nthe Province of Onlarlo - 5

(herefafier referred to as “Ellion")

WILEREAS 4 and Blliou niet as-counsel (o Scoliard Development Corporation and Seofiard
Trustee Carporation, sespectively, purstant to o lonn ngreement-dated of even date herewith (the “Lonw
Agreement”),

AND WIEREAS illiont lus srranged with H1 (hat voy Jmerest Reservo (us defined in the 1onn
Agreement) pursuant fo theLonn Agreement shafl be retained by HEL In the trost acconnt-of U and denht
with und puid out aceording to -the terms -of the Loun Apreement pnd the syndicated mongnpe
participation agreement (the “SMPA™) in conncetion therewitly

NOW THEREFORE TINS AGREEMENT WITNESSETI THAT In considernilon of the
covenants, bpreements herein contafned -and for other good and vafuable consfderation (the reeelpt and
sufficlency of which is hereby-neknowledged), the pastics hereto agrec as follows:

1.01  Elllon and HU, pucsunnt 1o the provislons of the Lonn Apreement, ugree that any Interest reserve
shall be held by MU, fntrust and for the bunefit of the syndicated morigage lenders undipaid by bIE fom
lts trust-necount in aceordance with the terms of the Loan Agrecient and SMPA,

102 HH agrees and covennuis 1o dishurse the Interest Reserve proceeds hetd by Hid to syndicated
mortgnge Jenders fram ts trust account snd shafl be entitled to take.no deduction therefrom for any Toes,
charges or costs of [ or any othior person,

103 HI1 covenants and undertakes to provide to Eltintt any Inforination rensonably vequesied by
Lot w0 verify that the Toterest Reserve procecds fiotd in trust by 14 have beon used solely to puy
amounts-owing to syndiented mortgage lenders on thelr respeetive due dates,

104 By exceution hereal' MIL and Eloit an hehall of themselves and thelr respective clients, puint
to-Section .05 of the Lonn Agreement, hereby agree 1o the delegution of certnin marigape adiministration
and faciltmion responsibilities as provided for hereht, and 1111 hereby aveepts sueb responsibililies with

respect to the Interest Reserve and payments to syndicimed morpuge Investors therefrom; notwithstinnding

the provisions of the Loan Agreement and SMPA.
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IN WITNESS WITEREQF the partjes hereto have executed this Agreement as of the date written on the
first page hercof,

HARRIS + HARRIS L.LP

e
o

Jam c: Gregory 11, Harris
Tiges” Partner
Lhave ethority to bind the partuership

Por

NANCY ELLIOTY, Bptfiister nnd Solicitor
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FrortGregory Harrls [malltoiGregHarris@harrisandharris,com)

Sent: October-15+13 2:58 PM

Tot John Davies <Johindavlesss @rogers.com>; Pater Matukas <PeterMatukas@harrlsandharris.com>

Ces: 'Bruce W Stewart’ <bwstewart@rogers.comy; Nlcole Cristlano <NicoleCristlano@harrisandharris.com>
Subjafzts RE: Postponiement of McMurray Street Investments Inc, first mortgege to B2B Bank - Our Flle No, 12882

John:

It Is important that you are aware (which I'm sure you are), that If the McMurray Investors de not racelve thelr interast
when due, it hecomes an Event of Default requiring McMurray to notify each investor as to the Default and It triggers a
whole host of remedies that become avallable to the investors.

Peteir can advise asto-on what date the Investors are to recelve thelr Interest, In my discussions with Raj, headvises
*  “he'sgolng to naed at Jeast two to three waeks to get all the Investors signed up {assuming they're even accessible);
- 1@ construction financing Is going to ba delayed at [east that long,

1 think thatnetwithstanding you have people clamoring for payables, It makes mere sense to have the funds avaifable
for-payment, at least partlally {on a pro-rata basls to Investors). The negative goodwill that will be-assoclated with
Investors not recelving their Interest and recelving an Eventof Default notice could be dramatic, especlally since many
of these Investors (and possibly more importantly, thelr agents} are In other transactions or might be solicited for other
transactions. | suspect Kitchenerwill be a complete “no go" onca It becomes known that MeMurray has defaulted ~ as
welf as.any further fundlngs through Tier 1,

Greg

Gregory H, Harrls

Harrls + Harrs LLP

2386 Skymark Avenue

Sulte 300

Mississauga, Ontario

LAW 4Y6

Phnng 905.629,7800 x 240

L 16.629,4350

A6.460,2607

Emall graghards@hardsandharrls.com
"Web wwwiharrsandharrds.com
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HARRIS + HARRIS
CARRSL(RS ARD 10IKCHTERS

This e-mail (and its attachments) is przvxleged and may contain confidential information intended only for the
peison(s) named above, If'you raceive this e-mail in error, please notlfy the addressee immediately by -e-mail,
phone or fixs and permanently delete the e-mail and any attachments,

‘Fromi, John Davies [mallto:johndaylest5@rogers

Sentt Tuasday, October 15, 2013 2:32 PM

Tot Peter Matukas

Cct Gregory Harrls; 'Bruce W Stewart'

Subject: RE! Postponement of McMurray Street rnvestments Inc. first mortgage to B28 Bank - Our File No, 12882

Hey Pater:

It-appears, based on Greg's last e-mali that-we're going to.be delayed getting this loan closed, | realize that the
MeMurray Investors are expecting thelr interest cheques today, but It doesn't fool ke that Is.going to happen because
the 828 mortgage clerk charged with this s fundamentally obtuse,

We have payables that can't walt, so I'm golng to use the Memory Care investments Ltd, refund from. the Victarla deal
for those and fulfill the interest obligations to the McM urray Investors.once-this-financing-closes,-hopetully-taterthls o
week,

Can | trouble you to leave me the refund cheque at.reception, please. I'll swing bye and pickit up later,
" hanks,

John, 4

Fromi Peter Matukas [mallto:PeterMatulas@harrisandharyls, com]
Sent; October 15, 2013 209 PM

To: Gregory Harris; John Davles; ralsingh100@gmall.com
Cc: Nicole Cristfano;'Bruce W Stewart!
Subject RE: Postponement of McMurray Street Investments Inc. first mortgage to 828 Bank - Our File Na, 12882

Crag,

There were 26 B2B Investors and 2 Olympla Trust Investors - please note that these wera the: RRSP investors only.

Peter

PeterV, Matukas
Harrls + Harrls LLP
Barristers and Solicitors
2355 Skymark Avenue, Suite 300
Mississauga, Ontarlo LAW 4Y6
{ No. 905,629,7800
X No, 805,629,4350

. Ematl petermatukas@harrisandharsis.com

www harrisandharris.com

1495



1496

2

! KARRIS + HARRISw
SARROIUAS LKA SONCHTERE

This emall {and any attochments} s privileged and may contaln confidential Information Intended anly for the person(s)

hamed-abave, If you recelve this emall In error, please notify the sender Immedlotely by emall, phone or fax and

permanently delete the e-mall and any attachments,

Fram! Gregory Harris

Sent: Tuesday, October 15, 2013 1:37 PM

T3 John Davles; rajsingh100@amall.com

Ces Nieole Crlst!ano; ‘Bruce W Stewart!; Peter Matukas

Subject: RE; Postponement-of McMurray Street Investments Inc, first mortgage to B28 Bank - Our Flle No, 12882

Johnt

1 don’t recall, probably about 30 or 40 (only two of the Investors were Olympla clients).

N

ater

Can you et us know how many B28 lnvestors there were,

L R

Greg

Gragory'H, Harris

Harris + Harris LLP

2358 Shkymark Avenue

Sulte 300 '
Mississauga, Onlarlo

L4W 4Y8

Phoria'906.622.7600 x 240

Fax 906.629,4360

Cell 416.460.2507

Emall-graghards@harisandharis.com
Web www. ha[rlsangharns,com

HARRIS & HARRISw
BANSTIAS D SRUIEHEAL

This e-mail {and its attachments) is privileged and -may contain confidential information intended only for the
person(s) named above, If you receive this e-mail In error, please notify the addressee immediately by, e-mall,
*hone or fax and perianently delete the e-mail and any attachments,
K .omiJohn Davies [malltotjobndavles55@ronera.com]  °
Sent: Tuesday, October 15, 2013 1;33 PM
To: Gregory Harrls; ralsinoh100@gmall.com
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Cct Nicola Cristiano; 'Bruce W Stewart! .
Suhject:-RE! Postponement of McMurray Street Investments Ing, first morigage to B28 Bank - Our File No, 12882

“ow many B2B Investors are there?

Fromi Gregory Harrls {mallto;GregHarris@harrisandharrls.com]

Sent: October 18, 2043 1124 PM

To: ralsingh100@gmail.com

Cet John Davies; Nieols Crlstjano

Subject: FW: Postponement of McMurray Street Investments Ine, first mortgage to 828 Bank - Our-Flle No, 12882

Raj:

The emall string below shows some of the emalls hetween H+H and B28. I've also had a number of phone discussions
with Elizabeth, i

It would appear that we're going to have to get all of the B2B Investors to-acknowledge the postponement for the
$500,000 advance.

We'll nead to get each and every one —4'm not sure how long this will take, but hopefully it can be completed Jn
relfatively short order.

Ellzabeth refers to orlginal coples, 'm golné to see If at lengt théy’!l take fax/electronic coples. | will also try to see IF we
can amend the document such that we'd only have to have It signed once and not for every advance thereafter.

ur only other alternative would be to move al thecllents from-B28 to Olympla; hawever this probably only makes
-ense after wa've dealt with this lssue; since transfers would take many weeks to get completed and would afso require
payment of closing/transfar fees to B2B,

#'m still golng to try for the balance Qf-toda'y‘to convince B28 that they-don’t need postponements for each-and every
advance; but glving the time It will take to get the 82B Investors to sign the postponements, we-don’t have too much
time to waste,

Greg v

Gregory H, Harris

Harrls + Harris LLP

2355 Skymark Avenue

Sulte 300

Mississauga, Ontarlo

L4W 4Y6

Phong 905.629.7800 % 240

Fax 906.628,4350

Cell 416.480.2507

Emalf gregharis@harrlsandhartls.com

1 =b www.harrlsandharrls.cam
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HARRIS + HARNSw
SLIRIIEY ARDTOLCHENS

This e-mail (and its attachments) is privileged and may contain confidential information intended only for the
person(s) named above, [f'you receive this e-mail in error, please notify the addressee immediately by e-mail,
phone or fax and permanenily delete the e-mail and any attachments.

From: Gregory Bartls

Sents Tuesday, October 15, 2013 12:22 PM

Tot ‘Andaya Ellzabet}'; Candace Tashos

Cet Marla Da Sliva

Subjact: RE! Postponement of McMurray Street Invastments Inc, first mortgage to B2B Bank - Our Flle No, 12882

Ellzabeth;

B2B had already appraved the form of Memorandurm of Understanding and this Is why we used 1t with avery Investor
advance, -

‘It doas not maka sense that we're now going hack to Investors and asking tham to conflrm/acknowladge the
postponement/subordination that they had already agreed to praviously. The Investors are galng to be upset athaving
to acknowledge again what they had already agreed to,

On the conference call we never discussed the postponemant lssue as requiring a second approval by all Investors. The
letter and conference call were referring to future documents-that might be required that had not previously been
ntemplated.

Are you serlously suggesting that every time the borrower gets a construction.advance of any amount they have to go
hack to all of the Investors and ask for a postpanement each time - the lnvastors have agreed to postpone and
subordinate to all construction flsancing; It doesn’t make sense.asking them to yet agaln postpone In each and evary
case from now-on.

Please provide me with the.phone contast Informatlon for Renata or whatever managar or senlor officer | can speak
with at B28 about this matter;

Greg

Gragary H, Harls
Harris + Harris LLP

'2368 Skymark Avenus

Sulte 300
“sslssauga, Ontarlo
AV 4ave
“none 906,629,7800 % 240
Fax 905.629,4350

1
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Cell 416.460,2507
Emall greaharrls@harrlsandharrls.com

Web www. harisapdharrls.com

KARRIS + HARRIS
AR5 ARD SOICLCAS

This e-mail (and its attachinents) is privileged and may contain confidential information intended orly for the
person(s) named above, Jf you receive this e-mail in ervor, please notify the addressee immediately by e-mail,
phone or fox and permanently delete the e-mail and any aftachments.

Fromi Andaya Ellzabeth {malito:Ellzabeth. Andaya@b2bhank.com}

Sentt Tuesday, October 15, 2013 12:09 PM

‘Tot Gregory Hatrls; Candace Tashos

Cet Marla Da Sliva

Subject: RE: Postponement of McMurray Street Investments Inc, first mortgage to B2B Bank - Our Flle No, 12882

K Mr. Harris,

Our letter of June 2011 and the conferenca calk by Renata Dzuba with yc;u and Mr. Singh, clearly Indlcates that we will

only consider the B2B Trust/B2B Bank forms for any transacton(s) that may tranaplra on McMurray Straet

!Fvast‘mants. | am therefore altaching a copy of the Postponement for Indemnity for completion and signature of the B2B
tust investors, : :

Based on the Information above, B2B Trust/B28 Bank 15 not In a position to execute the Posiponement dacument unth
such time that we are-In recelpt of the otlginal signed copy of the Direction and Indemnily far execution of Postponement,

* sgards,

Ellzabeth Andaya

Administration Coordinator, Self-Directed Morlgages
777 Bay Street, Suite #2100 '

Toronte, Ontarlo M6G 2N4

Phone: 416,865,5632

Fax: 416-941-7709 or 1-866-841-7711

E-mall; elizabath.andaya@b2bbank.com

Fromi Gregory Harrls [malto:GregHary! {sandharrs.col

Sent: Tuesday, Octaber 15, 2013 11:12 AM

Tos Andaya Ellzabeth; Candace Tashos

Ces Marla Da Sliva .

Subject: RE: Postponement of McMurray Street Investments Inc, first mortgage to 828 Bank - Our File No, 12882

Ellzabeths
Um still walting to hear from you or-someone elsa at'B2B about this.
There Isa construction funding advance of $500;,000 pending and we need to get this resolved,

Greg



Gregory H. Harrls
‘armls + Hamris LLP
458 SKymark Aventie
-Sulile 300
Misslssauga, Ontarlo
L4W 4Y6
Phone 806,629,7800 x 240
Fax 905.620,4350
Cell 416.460,2607
.Emall greahards@harrisandharris.oom
"Web www.harrisandhartds.oom

RARRIS 4 BARRISw.
SAATILAS ARD SOHICHONS

This e-memil (and its atiachments) is privileged and may contain confidential information intended only for the
person(s) named above, [f you receive this e-mall in error, please notlfy the addressee immediately by e-mail,
phone.orfax-and permanently delete the e-mall and any attachments.

From: Gregory Harris

Sent' Friday, October 11, 2013 3,37 PM
03 'Andaya Elizabeth'; Candace Tashos

Cc: Marla DaSliva

Subject: RE! Postponement of McMurray Street Investiments Inc, first mottgage to B2B Bank - Qur Flla No. 12882

- zabeth:

The Investors, by executing the Memorandutn of Understanding that was originally slgned.by all of them, already
granted their permlssion to postponements for construction financing: If we were to have to do this every time there
was a construction financing.advance it would not have made sense to have that document in the first place,

The Memotandum of Understanding was prepared in accordance with my discussions with your senlor management at
B28B, A copy of the Memorandum of Understanding was dellvered to you and Janet with each investor closing package,

If you never had the agreement of the clients to the postponement otiginally then Lcould see B2B requiring a new
postponemant agreament now; but each and every one of the clients already agreed to postpone to construction
financing,

In syndicated mortgage transactians, It Is just'too cumbersome to get evéry Investor to slgn a postponement for every
financing ~ that's why we solve the construction financing postponement matter In advance, as we did with the
Memorandum of Understanding.

This 15 golng to take far too long to track down each cllent for a signature ~ espectally when they already agreed to the
postponement In the first place,

Please let me know if there Is somaone glse } have to spaak to at 828 about this,

g
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(.' regory H, Harils
Jarrls * Hartrls LLP
2368 Skymarl Avenua
Suite 300
Missiseauga, Onlarlo
L4W 46
Phone 905,829,7800 % 240 B *
FBx 906,629.4350
Cell 416.460.2607 .
Emall areghanis@hairisandharis.com .
Web www.harisandhards.com

w i

RARRIS » HARRISw»
SAARYERS AND S81IC0ERS

This e-mail (and its attachments) is privileged and may comtain confidentlal information intended only for the
person(s) named above, If you receive.this e-mail in error, please notify the addressee immediately by e-matl,
bhone or fix and permanently delete the e-mail and any attachments.

From: Andaya Ellzabeth [maltto:Ellzabath.Andaya@h2bhanks

Sents Friday, October 11, 2013 2:58 PM

To: Candace Tashos

Cct Gregory Harrls; Marla Da Sliva
“ubject: RE: Postponement of McMurray Street Investments Inc. first morlgage to B28 Bank - Our File No. 12882

il Candace,

| did recelva your e-mall and sorry for the delay of my response.

We refer-o the lefter addressed to Mr. Harrls dated Juna 14, 2012 In which a copy was also sent to Mr, Raj 8ingh, the
presldent of Tier 1, The letier refers to, "Only B2B Trust forme and documentation as specifled in our "B2B Trust
Arms-Length Mortgage” package will be considered. The agreements are only between ot cliant, “the lender or
mortgagor®, B2B Trust as Bare Trustes and McMutray Street Investmant Inc., as “the mortgagea”. .

Enolosed Is the Indemnity for Posfponement that we require each Investor to complete and signed, The orlginal slgned
copy must be submitted to us befora we can exsculs the Postponement Agreement.  Nota that | have briefly mentloned
the form to Mr, Harrls when we'had 2 telephone conversatlon on Ootober 8th.

Upon recelpt of the orlgina! signed copy of the abova form, wawlll beln a posftlon to execute the Postponemant
Agreement,

Regards,

Ellzabsth Andaya - '
Admirilstratlon Coordinator, Self-Directed Morigages
777 Bay Stroat, Sulte #2100 R
Toronta, Ontarlo M5G 2N4 '
Phone: 416.865.6632
Tax! 416-941-7709 or 1-866-941-7711

{  mall glizabeth.andaya@babbank.com
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From: Candace Tashos [mallto;candacetashos@hatrisandharrls.com)
Sent; Friday, October 11, 2013 8:28 AM : '
Tot Andaya Ellzabeth .

e Gregory Harrls; Marla Da Stiva

ubjeck: RE: Postponement: of McMurray Street Investments.Inc, first mortgage to B2B Bank - Our Flle No. 12882

Good mornihg Elizabeth,

1am just following up to confirm that you recelvad my emall from yesterday where | enclosed documents for review and
executlon In refation to the above-noted transaction,

As our construction flnancing Is.set to close today or Tuesday, please confirm when you anticipate-we can expect to
fecelve a signed copy of the Acknowledgment and Direction from you?

Thank you, "

Candace Tashos '
Harrls + Harris LLP

Barrlsters-and Solititors

2355 Skymark Avenue, Sulte 300

Mississauga, Ontario L4W 4Y6

Tel No. (905) 629-7800 ext. 227 .

Fax No, (905) 625-4350

Emalk candacetashos@harrisandharris.com
www.harrlsandharris.com

HARRIS + HARRISw
| AR ARD SOUKICAS

This email (and any attachments} Is privlleged and may contain confidentlal informatlon Intended only for the person(s)
named abave, If you recelve this email in error, please notlfy the sender Immediately by email; phone or fax-and
permanently delete the e-mall and any attachments,

From: Candace Tashos

Sents October-10-13 9114 AM

Tot ‘ellzabeth.andaya@b2bbank.com’

Cct Gregory Harrls; Marla Da Siiva

Subject: Postponement of McMurray Street Investments Inc, first mottgage to 828 Bank - Our File No, 12882
Impartance; High

Good morning Ellzabath,

Further to your conversatlon with Greg Harrls of our offlce, please find attached the following documents In relation to
the Postponement of the above-noted martgage for your review and approval:

1, Offlcer's Certlficate of McMurray Street lnvestments Inc,
. 2. Draft Postponement of Interest; and
3. Acknowledgement and Divectlon ra electronlé documents.



Kindly review the attached, and subject to your approval, pleasa arrange to have the Acknowledgement-and Direction
signed on behalf.of B28 Bank and return same to me by emall at your earllest convenlence.

'aase note that our construction financing transaction Is set to close fate this week-or early next week so your prompt
«tentlon and cooperation is greatly appreclated so we.may close without delay,

should you have any questions or concerns In this regard, please feel freeto contact myself or Greg Harris,

‘Sincerely,

Candace Tashos

Harris + Harrls LLP

‘Barristars and Sollcltors

2355 Skymark Avenue, Suite 300
Misslssauga, Ontarlo LAW 4Y6

Tel No. (905) 6237800 ext, 227

Fax No. (905) 629-4350

‘Emall: candacetashas@harrisandharris.com
wwwiharrisandharris.com

HARRIS + RARRIS
SSHIAS vty SOkt ERy

Wis ematl {and any attachments) Is privileged and may contain confidentlal information intended only for the person{s)

«amed above, If yourecelve this emall In error, plese notlfy the sender immediately by emall, phane or fox.and
parmanhently delete the e-mail and any attachments,

1
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.John Davles
"l-?rom: John Davies <Johndavies55@rogers.com»>
Sent March 27, 2014 12:39 pM
Tot 'RaJ Singh, B.Sc, MBA, CEO'
Ce: 'Gregory Harrls!
Subject: MeMucray and Whithy Ralses,
Hey Rajs

Asyou know, you'll be starting an aggressive sales campalgit to ralse $13 million to fund the Whitby.49 million land
purchase In July, as per our agreement with the vendor.

The $13 milflon ralse wili net us the $9 milllon purchasa price of the land and-nothing else. Over the next 4 months,
startin lat month, we are golng to spend ahout $1.5 miltion getting Whithy to market, {Use your costs to date on
Gulldwood and replicate those for Whithy), We already have architect and P+8 Whithy Invoices for over $100,000, If we
want to have a salestraller on.slte this summer we'll ba spending a considerable amount of cash (Including the land
deposit of betwaen $250,000 - $500,000} very quickly. Call It:$2 million. In additlon, we're racing forward on the 3
lemory Care-projects and Huntsville, We do hot have cash rasottrcas to fund Whithy ($2 million] and all of ou other
commitments, ’

We have an $8.4 milllon Cang apprafsal on McMurtay already, If you can raise $5.0 miltian for McMurray, we'll net $3.5
milfion, or so from that, we'll repay Pliler’s $1.5 million, get back most of the 2 years of Interest we pald Pillar upfront

jd net-around $1.9-iiflion to fund Whitby and other commitments.

I've mentloned McMurray & couple of times recently and | wanted to hring to your attention that without recelving both
Oakyllle and M¢Murray ralses, we can’t afford to fund the $1.5 milllon (plus the land deposit) to take Whithy forward.
over the next 4 months, Llke Scallard last year, now that we're Incurring huge Integest costs beeause of the $13 flllion
ralse, we need new funding. Ralsing McMurray AFTER Whitby daesn’t help us. We need the MeMutray ralse proceeds as
soon as you can gat thein,

See you at 8:30 this afternoon,

John,
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sJohn Davies

'gromx John Davies <|ohndaviesi5@rogers,com»
* Sent: Jume' 2,204 8:24 PM

Tay ‘rafsingh100@gmall.com’

Ca 'Gregory Harrls'

Subject: Tranche 1 Whithy

Rajv

Was | cotrectIn hearlng the 1* Tranche in Whitby fora Labour Day closing Is 5‘11.5 miitlon? If that's the case; we havea
problem,

After deductlon of TL fees, Interest ete, we'll net $8.1 milifan. That means we don’t get our $1 million Whitby-deposit
returned out of that end of the 1% advance, nor any of the costs we've already disbursed on'Whitby, lat afone all of the
costs'we're about o fncur, We MUST take advantage of this summer selling season and the favourahle zoning we have
in place, so slowing this down lsn't a good solution,

Hera Is why:

1 have spent appraximately $250,000 on Whitby so far. The sales centre, model, sales materlals, TV's and renderings-are

schaduled to cost another $500,000, This will be spent by early July, Architects, P48, landscape architect, Civll

Englneering etc, will cost $250,000 by July, Rental of the sales centre property, bullding of the sales centre parking lot,
try staics etc, will cost $150,000. P48 estimates the full marketing budget at $890,000,

If we sell 70 condo sultes this summer to Invastors (as we've sat out In our pro-forma) we'll owe $250,000.n
commisslons.

All-in, this summer, wa'll-spsnd say, $1.5 mifllon on Whithy alone,
We're recelving $2.8 milllon fram the Oakvlle raise. .

We have:several hundred thousand dollars of interast payments (for vatlous projacts) to fund between now and end of
the summer, We need to pay our office and staffing expentes and | need to re-launch McMurray, launch Huntsville and
pay the Memory Care consultants for the technlzal and construction drawings necessary'to get-started on construction

In August / September and Octoher, § have fixed fee contracts from the Architect and Englneers of $150,000 per project
plus dishursements, Call Memory Care deslgn and construction drawlngs $500,000 by September, Call the ather

. projects $200,000,

So, In total, we'll need 82,6 millian far Whitby. We need $500,000 for the 3 Memory Care projects, We'll need
$250,000 forinterest on varlous projects, plus.$200,000 for McMurray and Huntsville and another $200,000 for office

-expenses and outside consultonts, Add 5150,000 for the Oakullle settlement with our nelghbour, All In, we'll require

approkinittelii $3 milllon between now and the end of September.

We need the $800,000 wa discussed-for Bracebrldge asap.

I dlo not want to put Whitby on a slow boat to China because the market s hot and | think we can hit this out of the park

y driving It forward right-away. If we lose the summer we'll be sitting In Ilmbo allwinter,

1505
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Would you conslder not rafsing the 2™ tranche.ln Whitby? 1] get a Cane “development” appralsal for say, $15.6
million, With $11:6 milllon of Tier 1 cash reglstered agalnst the Whithy project, we'll have roam to fund a further §4
Millan of 4* mortgage construction debt in frant of It | can easily ralse that amount and we'll have the recelpts and
“Invalces from sales centre constructlon, architects-and englneers to Justify the 54 milllon of Construction funding if OT
wants to see’lt, We'llhave a 4™ Memoty Care slte by September and yaur guys-can start that ralsa and the Memory Care
Constructlon financing earller by wrappling Whitby up after 2 tranche.

The 1% Trancha I5 a huge ralse all on fts own, § will be dead In the water If | have to walt untll November to get repald
the $1.6 milllon we're spending on Whitby. Memory Care will grind to a full-stop without the funtls this summer to pay

for the Construction dacuments and arrange-our buliding permits, We'll be out of business with no new cash until
Novemnber,

1t's really the only thing way./ cun see 1o fund allour commitments by and-of summer.

John,

-1506
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,  ,John Davies

(—

"'lgrom: John Davles <johndavlessS@rogers.com>
Sent: July 29, 2014 3:56 PM

To: "Raj Singh'

Ce ‘dlanna@memarycare.ca’

Subject: Mernory Cara and other Payables

Hey Raj:

1

I'm followlng up on our status opposlte funding, We touched-on this briefly yestarday when we discussed the status of
the $3.5 milllon Investar for Buathaus,

Dlanna advised metoday that we have approximately-$545,000.In currant payables, Roughly divided equally between
the threa Memory Cara projects and Boathaus, To date we have spent approximately $1.5 million on Beathaus, Another
$150,000 current (30 days)-and a further $250,000 In August related to consultants, sales traller tantal and Interfor fit-
out, sales traller slte prep,, and Boathaus marketing brochures, All-due on or before September 1%,

In addition to the $545,000 [current} and the $250,000 In August payahles listed-aliove, we have Tier 1 interest
payments due In mid-September,

We'll elther need Tier 116 ralse the full $13.6 mililon for the Septemher Boathaus closing (in order for s to net §1.6
milllon} or we'll- need the $3.5 million equity Investor cantribution. ‘

, !
{ - ‘Jllthauta rapayrignt of the alifost $2 milllon we hiave oyt of pocket {and owlng) on Boathaus, we woiy't ba able ta
meet any ongoing commItments after Septamber 1%

FYL.

John,
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From: John Davies [malltosjohndaviess5@rogers.com)

Sents August 25, 20144127 PM

Toi 'Raj Singh' <rajsingh100@gmail.com>

Ca: 'Peter Matukas, LL.B,, Assoclate! <patermatukas@harrisandharels.com; 'Chrls Glamou,GMA'
<chrls@memorycare.ca>; ‘Gregory H, Harrls, LL.B, Partner <gregharris@harrisandharris.com>; ‘Brenda Schultz!
<BrendaSchultz@harrlsandharrls.com>; 'Dlanna Cassldy, Operations Manager' <dlanna@memorycare.ca>
Subject: RE: Documents from Tler 3 (12968)

All: '

Not to split halrs but the orlglnal closlng date was Abgust 18" [ belleve, We negotiated a closing extenslon to September
15™, Someone needs to Impress upon someone at OT in the strangast possible terms that we need tha full $13,6 milllon
an September 15", |t's a major Issue {for all of us} If there Isn’t sufficient capltal to repay the $1.6 million Memory Care
has Tnvested. Ra), please-do whatever you can,

;), we acknowledge the great Job done by Tler 1 onthis large ralse hut we've been working every-day advancing this
project with a full team of consultants stnce our first project management meeting on Aprll 2", In order to meet our
sales opening deadline of mid-September and capitallze on the Fall selling season we need to pay our consultants, some
of whom have already stopped working, We don‘twant to come this far and delay opening the sales centre untll the
dead of winter when the market Is so hotnow,

Greg / Peter, is there anything that can be done ta ensure thess transfers ara completed on time in orderto permit the
full funding on September 15th?

lohn,

From: Ra) Singh Im_mugmwmeQ&mmm

Sent: August 25, 2014 3:39 PM

Totdohn Davles .

Cc: Peter Matukas, LL.B,, Assoclate; Chrls Glamiou;,CMA; Gregory H, Harrls, LL;8, Partner; Brenda Schuitz;-Dlanna Cassldy,
Operations Managar

Subject: Re: Documents from Tler 1 {12968}

John:

Ve have raised the full $13.6 million as indicated and that is totally

scurate,

[T,



i

1509

We are waiting on transfers from OT. As you know, and I have always
indicated this to everyone, I have no control over when the funds get
cansferred into OT by relinquishing institutions.

I can predict but cant control the transfers. I am hopeful that it will all be
in but cannot under any circumstances tell you for sure that it will be in,

The $13.6M was a large raise which started 5 weeks late from the date we
expeeted to commence to be able to close on March 15th. Given when we
started and the fact that we got it done (i.e. sold) was an incredible
challenge.

/raj

Raj Singh

CEO

Tierl Advisory

"y Linkedin Profile;

http!//calinkedin.com/in/ralsingh100

On Mon, Aug 25, 2014 at 2:31 PM, <johndayies55@rogers.com> wrote:

i Raj

You said 10 days ago the full $13,6 had been raised?

A $12 million advance closes the land but-doesn't give Memory Care one dollar of the $1.6 million we have
spent to-date.on Boathaus, We have a further $350,000 of payables plus payroll and the sales centre s bemg
erected on the 21st of September with $50K owing on that day.

We are completely tapped out of cash and we were expecting a $13.6 million close on the 15th.

There are around $300,000 of intersst payments due October st on a number of projects and the money to

- fund that was coming out of the $13,6 raise. Peter wants that money out of the closing funds on the 15th so he
can distribute it on time,

"»’e have zero flexibility-on this, Raj.

" We have spent o incurred nearty $2 million in land deposits, consultants fees, municipal applications, sales

3
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v oentre costs, marketing etc on Boathaus since we green lighted this project back in Marsh and we MUST get it
1 back on the 15th of September.

r‘ «ohn,

We have no flexibility whatsoever, We havé to close the full $13,6 million on the 15th or we're serlously
“ fucked.
Sent from my BlackBerry device on the Rogets Wireless Network

Trom: Raj Singh <rajsinghl 00@gmail.com>

Dates Mo, 25 Aug 2014 14;09:22 -0400

"T'o: John Davies<johndaviesS5@ropers.com>

Cue: Peter Matukas, LL.B., Associate<petermatukas@harrisandharris.com>; Chris
Glamou,CMA<chris@memorycare.ea>; Gregory H, Harrls, LL.B, Partner<gregharris@harrisandharris.comi>;

. Brenda Schultz<BrendaSchultz@hatrisandharris.com>
- Subject: Re: Documents from Tier | (12968)
. John:

: It is my expectation that you will have the $12M to close in a first tranche

within time to close the land deal, The boxes that are sent to Peter is for

- files completed where the cash or OT money has been received. Ihada
rief discussion on this with Greg last week, Depending on the speed of

_ roll overs from the registered funds there could be more. We are

monitoring daily.

" /raj

Raj Singh
CEQ
Tier] Advisory

My Linkedin Profile:
ttp://ea.linkedin.com/In/ratsingh100
;
. On Mon, Aug 25, 2014 at 2:03 PM, <johndaviesSS@rosers.com™> wrote:
J Peter,
-t\ . .| understand from Raj that two additional boxes are cohﬁng this afternoon to you, , Seems like you're
{ averaging around $1.1 million in deals per box. Lel's assume you'll have around $10 million of deals by end

+ of the day. Still $3.6 million or so fo go.
3
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ar
I Sent from my BlackBerry device on the Rogers Wirsless Network

( ~-—-Orlginal Message-----

& From; Peter Matukas <PeterMatukas@harvisandharris,com>

1 Date; Mon, 25 Aug 2014 17:33:50
To. johndavies55@rogers.com<johndaviess S@rogers.com>

> Co: Chris Giamou,CMA <chris@memoryears.cn>; Raj Singh, B,So., MBA, CEQ<raisin h100¢ mail.com>;

Gregory Harrls<@ regHazﬂs@harrisandhmls,com> Bronda Sohultz<BrendaSchultz harrlsandharyis.com>
Subject; RE: Documents from Tler T (12068)

John,

Lhave gone through 7 boxes to date, which has raised just shy of 7.7 million, I have been advised by Tier 1
that additional materlals will be provided today, I have altendy wared OT about the materials coming so
they are in the loop and waiting for materials, but I can't provide them until I have had a chance to review
them, and then I need you and Nancy 1o sign the materials,

{* Thank you,
X . Peter

. Peter V. Matukas
+ Maris + Harrds LLP
i- Barristers and Solicitors
2355 Skymark Avenue, Suite 300
y Mississauga, Ontario L4W 4Y6
_* Tel No, 905,629.7800
- FaxNo, 905,629,4350
-1 Emsil: petermatukas@harrisandharris.com
- 14 www.hardsandharrls.com

-t

! This email (and any attachments) s privileged and may contain confidential information intended ouly for the
{ | ‘person(s) named above. If you recelve this email in error, please notify the sender immediately by email,
*| phone or fax and permanently delete the e-malil-and any attachments,

Y J— Origlnal Message-~--~

! From: johndayies35@rogers.com {mailto:johndavies5S@ropers.com]

Sent: August-25-14 1:31 PM !
1 To: Peter Matukas

1| Ce: Chris Giamou,CMA.; Raj Singh, B. So MBA, CEO; Gregory Harrig

i1 Subject; Documents from Tier 1

Hey Peter.

I believe as of last Wednesday you had received 3 of 7 bankers boxes of documents from Jude,

Our Whitby olosing is 3 weeks foday, Have youreceived the remaining documents and reviewed them
(\, .sufficient for me o sign so that wb aren’t backing OT into a timing corner?

If you are not in receipt of the documents have arrangements been made for their dellvery? Thanks, Can you
4 ‘
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1 give me anupdate please,

i
.~ John .
(" Sent from my BlackBerry device on the Rogers Wireless Network

‘!

[, o
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From Raj Singh [malltotrajsingh100@gmall.com]

Sents Aprl 29, 2016 4:36 PM

Tot John Davies <johndavies55@rogers.com»

Cai Gregory H. Harrls <gregharris@harrisandharris.coms

Subjectt Re: McMurray {12140} - April 30, 2046 Interest Distribution

god is looking out for us!

Raj Singh
CEO .
Tierl Advisory '

* + My Linkedin Profile:

htto://ca.linkedin.com/In/rajsingh100

On Fd, Apr 29, 2016 at 4:33 PM, <johndavlesS5@rogers.com> wrote:,

You will not belleve this hut Dianna Just checked the mallbox and there Is a Scollard HST rebate cheque for
555,000, \'ll give her the difference, She'll go to the bank and wire the 568,000 to H+H now, JD,

Sant from my Porsche Design P’9983 smartphone from BlackBerry,

From Raj Singh
Sentt Friday, Aprii 29, 2016 4:13 PM
Tao: Gregory H, Harrls -~

, Cet johndavles55@yogers.com

. .
Subject: Res McMurray (12140) - April 30, 2016 Interest Distribution

Tohn:

| You don't want to miss this payment, We are obligated now to disclose

*his on all FSCO forms as we have to assess a developer's financial

"1 position and indicate risks. This will most certainly affect Shoppers Deal

as we atre putting it together right now.
1
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Apart from the above, this will send ripples through the agent's channel
that is also very weary of deals with Textbook, Memory care etc,

* kindest regards

1

- e e b et avn s oy b e n

. —

' Greg,

Raj

Raj Singh

CEQ

Tierl Advisory

My Linkedin Profile:

httpi//ealinkedin.com/in/ralsingh100

On Fri, Apr 29, 2016 at 3:48 PM, Peter Matulas <BeterMatulcas@harrisundharris.co‘m- wrote:

We held back $35,000 upon the Bronson file due its large size as a single tranche closing for the need to

. create closing books, There are no other funds heldback for legal fees,

Thank you,

Peter

1 Peter V, Matukas
1 Hanis + Harris LLP

Barristers and Solieitors

2355 Skymark Avenue, Suite 300
Mississauga, Ontario L4W 4Y6
Tel No, 903.629.7800

" Fax No, 905.629.4350
, Emall; petermatukes@harrisandharmris.com

www.harrisandharris.com

1514
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BARRES + HARAISw
SURRISTLAS AN SOLCTTERT

This emall (and any attachinents) is privileged and nay contain confidential information intended only for
the person(s) named above, [f'voy receive this email in error, please notify the sender immediately by email,
phone or fax; and permanently delete the e-mail-and any attachments,

Fronu: Gregory Harrls

- Sents Apitl-29-16 3:31 PM

Tos {ohndavles55@ragers.com

» Cet Dianna Cassldy, Operatlons Manager Octobet 8, 2015) Peter Matukas; Raj Singh

Subject: RE: MeMurray (12140) - April 30, 2016 Interest Distribution

1 can tell you we would not have held back $160 for future fees, T suspect the amount is around $30k - but
Peter Matukas would know exactly what smount was held back on Bronson.

Letme find out,

Alsg, the reputational damage to you, Tler 1.and by assoclation Textbook, on not paying interest will be
significant; notwithstanding some or many of the investors were solicited by persons who are no longer
involved with first Commonwealth or Tier 1,

Mareaver, the present ongoing FSCO Tier 1/First Commonwealth audit will likely be delrimentally impacted
by any issues arising from & project where interest Is not being paid,

_ Perhaps you Raj and I should have a call to discuss. I've copicd Raj on this email.

Peter:
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‘ " Let me know what we've held back from the Bronson financing for fiture legal fees,

' Creg

Giregory H, Harrls
Harrls + Harrls LLP

. 2355 Skymark Avenue

Suita 300

Mississauga, Ontarlo

L4W 4Ye

" Phone 905.629.7800 x 240

Fax 805.629.4360

i

}

.
v
)
¥

£ Cell 416.460:2507

Emall greghards@harrisandhares.com

+* Web www.harrisandharrls.com

ah) R - 3

HARRIS & HARRIS:w0
{ JARASTON MBSO ETEAS

? This e=mail (and its attachments) is privileged and may contain confidential information Intended only for the
1 person(s) named above. If you recetve this e-mail in error, please notlfy the addressee immediately by e-matl,

. phone or fixx and permanently delete the e-mail and any attachmenis,

" From: JohndaviesSS@ragers,com [malltoiinhndavles55@rogers.com]
Sent: April<29-16 3:16 PM
+To: Gregory Harrls

Cc: Dlanna Cassldy, Operations Manager October 8, 2015; Peter Matukas
Subjaects Re; McMurray (12140) ~ Aprlt 30, 2016 Interest Distribution

4
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" Greg: We have enough cash available for payroll, rent-and utilities. No consultants have been paid, As1

mentioned in our last meeting, the issies around the delays obtaining the Whitby refinancing have had huge
ripple effects, We used a large portion of the Bronson raise for the last round of Memory Care interest
payments, Perhaps the Memory Care cash on hand vould be deployed to pay the MoMurray Interest and
repaid from the Boathaus loan in & fow weeks, We note from the last breakdown on legal foes that F-H has
heldback moniés for potential future legal fees. I think these were around $160K. Given the ongoing legal
business, perhaps some of those contingenoy holdback fees could be released and used to pay MoMutray
interest, The only good thing about owing money to MoMurray investors is the bulk of the investors were

< those found by the original T1 crew and they are no longer with Tier 1, Pethaps we could send a letter to
1 1investors advising we have an offer for the purchase of the property and an interest adjustment will be made
! upon olosing, John,

Sent from my Porsche Design P'9983 smartphone from BlackBerry.

. Fromi Gregory Harrls

Sent: Friday, Aprll 26, 2016 2:31 PM

. Toi Peter Matukas; johndavies35@ragers.com

Cc: Dlanna Cassldy; Heather Mllle}; Dianna Wartnaby

Subject: RE: McMupray (12140) » Aprll 30, 2016 Interest Distribution
John/Dianna;
Please ensure you deal with this today.

As il is we’re already going to be late which will be bad enough. Tier 1 will be inundated with calls from
Investors, if Interest isn’t recefved for May 1, -

We don't need any hiccups, at this time, with respect to payment of interest; especially if there is & light at the
end of the tunnel with respect to a sale transaction.

»Gregory H, Harls

§
1} Marls + Harris LLP
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2355 Skymark Avanue

, Sulte 300

‘ Misslgsauga, Ontarlo

Liw 4Ys

* Phone'805.620.7800.x 240
 Fax 905.620.4350

+ Cell 416.460.2607

' Wab www.harrlsandharils.com

- —

Phone or fax and permanently delete the e-matl and any attachments,

Emall greghargls@harrisandharrls som

.. w241} .
HARRIS + HARRISw
SARRLICAS £K0.201€11AS

This e-mall (and its attachments) is privileged and may contain confidential information intended.only for the
person(s) named above, I[f you recelve this e-mail in ervor, please notify the addressee inmediately by e-mail,

., From: Peter Matukas

Sent: Apri{-29-16 2:29 PM
To: o €Ol
Cc! Gregory Harrls; Dianna Cassigy; Heather Millef; Dlanna Wartnaby

* Subject: McMurray (12140) « Aprll 30, 2016 Interest Distribution

Importance: High
Good afternoon John,

This is an e-mall reminder follow-up-upon tha March 4, March 22, 2018, April 7, 18, 26 and 28, 2016 e-malls pertalning
to the Aprll 30, 2016 interest distribution for McMurray St.- belng additional Interast for Investors who have not recelved
thelr pilnclpa) back (presuming it Is no repald In prior to the interest distribution date) as well as those Investors who
hava chosen to continue with the project, Please note that we will require funds to be placed on deposlt with us (and

: made payable to Harrls + Harrls LLP, In Trust) to pay the next Interest distrdbution, namely $68,273,91 {please nots this

is an estimatsd amount basad upon a 89 day quarter and for all of the Investors), As there are no funds hald In trust
from the most recent distribution we wilj require $68,273.91 on or before Aprll 11, 2016 If In unecettified format; hy
Aptil 18, 2018 If the funds are slther in bank draft or certitied format.
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_John — we are perilously close to not being able to get-

the interest distribution cheques out on time if we do
not receive the money today (April 28, 2016). Kindly

- please advise as to when we will be in receipt of the

interest distribution monies.

John — we have now (April 29, 2016) been receiving calls
from investors as to their interest distributions. We are
not able to create cheques to mail out to them without

; the funds being in our trust account. Kindly please wire

the money to HH today so that we may proceed to do
s0._Absent provision of the monies and payment of the
interest, the project will go into a Default position,

Accordingly, please advise when funds will be provided so we may make the inlerest distributlons and repayment of the
Investors Investment amounts,

John «this interest distribution is particulnrly salient given that we nro still awnaiting an election from
one of the investors, and thus nll of the investors are stuclk and entitled to interest until repayment of -
thefr principal regardless of whether they have elected to continue with the projeet or receive a return
of their capital. It is snlent to Ireep investor eonfidence in the project and not just that they receive the
payment but to- demonstrate that the delay really is upon that election rather than any other

+ renson, Pleage forward these monies upon-the timelines noted above a3 we yequire time to prepnre the
+ cheques and mail thom out to investors, which monies are due to them for April 30,2016,

+ Thank you,

Peter

‘Petor V. Matukas |
3 Hurrls + Harrls LLP
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Barristers and SoHeitors

2355 Sleymark Avenue, Suite 300
Mississauga, Ontario L4W 4Y6
Tel No, 905:629,7800

Fax No, 905.629,4350

+ Bmall; petermatukas@harrisandbarris.com

www.hatrisandhatris,com

HARRIS & HARRIS w ' :

SATLSTLES AN JOLEaECAL

" This email fand.any attachments) is privileged and may contain confidential information intended only for

the person(s) named above. Jf'you receive this emall in ervor, please notify the sender immediately by emall,

* phone or Jox.and permanently delete the e-mail and any attachments.

Fromt Peter Matukas

- Sent: December-01-14 10:31 AM

To: 'ohndavies55@rogers,com’

Cc:-greghatrls@bardsandharrls.com; Brenda Schultz; 'Dlanna Cassidy!
Subject: RE; McMurray (12140) ~ Jahvary 31, 2015 Interest Distribution

- Good morning John,

- This I8 a reminder e-mall upon my November 3, 2014 e-mall regarding the January 81, 2015 Interest distribution for

MeMurray 8t Please note Ihal we will reqlilre funds to be placed-on deposit with us (and made payable to Harrls +
Harrs LLP, In Trust) to-pay the next Interest distribution, namely $70,675.37. As'there are no funds held In trust from

- the most recent distribution we will require $70,676.37 on arbefora JANUARY 12, 2018 If In-uncertifled format; by

|
|
|

JANUARY 16, 2015 }f the funds are either In bank dvafl or cettifled format, We are.raquesting the funds by this
:gnad:o‘pgml\lt u: suificlent opportunity to create the cheque's in advance and be in a posltion to distribute same prior to
e distribution date, ’

-Accordingly, please advise when funds wilf be provided 50 we may make the interest distributions,

0

" Thank you,

. Pelar

1520
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Peter V., Matuknas

- Hans + Hartis LLP

Barrlsters and Sollcitors .
2355 Slkymatk Avenue, Suite 300
Mississauga, Ontarlo LAW 4Y6

Tel No. 905.629.7800

Fax No, 905,629.4350

Email: MMW
www.harrisandharris.com

HARRES 4 BARRIS w
SARUSHERS 40 BONCHERS

This email (and any attachments) is privileged-and may contain confidential information intended only for
the person(s) named above, If you receive this email in error, please notify the sender immediately by email,
Phone or fax and permanently delete the e-mail and any attachments.

..... . [P TY . -

. From! Peter Matukas

- e

Sent; November-03-14 10:22 AM
davi 0gEers

Cc. areghatrls@hartisandhatyls.com; Brenda Schultz; 'Dianna Cassidy’ :
Subject: McMurray (12140) ~ January 31, 2015 Interest Distribution :
Importance: High

Good morning John,

Tils Is a reminder e-mall regarding the January 31, 2015 Interest distribution for McMurray St. Please note thal-we will:
require funds to be placed on deposit with us (and made payable to Harrls +Harris LLP, tn Trust) to pay the next
Interest distribution, namely $70,576,37. As there are nofunds held In trust from the most recent distribution we will
require $70, 575.37 on or before JANUARY 12, 2018 If in uncertified format; by JANUARY 16, 2015 If the funds
are oither In bank.draft or certifled format. We are requesting the funds by ths time o permit us sufflelent
opporlunity to areate the cheque's In advance and be Ih & position to distribute same prior lo the distribution date,

Accordingly, please advise when funds will be provided so we may make the interast distributions,

Thank you,

Petar

1521
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. Peter V, Matukas
Hauxds + Harrls LLP
Barristers and Solicitors
2355 Skymatk Avenue, Suite 300
* Mississauga, Ontario L4W 4Y6
Tel No, 905.629.7800
* Fax No, 905.629.4350
Email; petermatukas@hartisandharris.com

www.harrisandharris.com

F -

HARRES  HARRISur

SRRAIGIIAS AnD SANCICAS

V> This email (and any artachments) is privileged and:may contain confidential information intended only for

- S mmana cap

| the person(s) named above, If you recelve this email In ervor, please notlfy the sender immediately by ematl,
i phone or fax and permanenily delete the e-mail and any attachments. '

1
.
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Johy Davies
/
Frome John Davies <johndavles55@rogers.coms
Sent: February 19, 2015 1115 AM
Tat . "Greg Harrls'; 'rajsingh100@gmall.com'
Cet Chrls Glamou'; 'Dianna Cassldy'
Subject: Memory Care ralses
Gentlemen:

Chrls Is cleaning up a few detalls In the Burlington and Oakville pro-forma projections, Should have them to Michael
Cane tomorrow. Michael has completed his initial review of thesa two projects so | think we'lt:see his appratsals for both
by March 1™, If wa can get them to Peter Tuovl that week and get his work back asap, Tler 1 could be selling mid-March.
1m assuming revised dacuments and OT sign-off will take a ouple Waeks, Certalnly we could ba In the marketplace
befare the-end of Match break,

Opposite Kitchenar, we could turn Tler 1's guys loose an that ralse right away, The first appralsal on Kitchener was for
$6.5 milllon. Michael’s new appralsal Is for $10.6 million, Peter Tuovl and OT hava tompleted thelr-work, The Mintz
$950,000 closed earller this Week and approximately 50% of the net loan amount has been sent back to HiH for the
upcoming April 2 interest payments, The balance will retire some pressing payables,

A few notahle Tler 4 agents leff Watson / Marcus Patton} have cllants with caskt In hand wanting to invest in Memory
Care, RRSP season ends March 5%, Let’s go to market right-away for a $4 milllon Tier 1 Kitchenar Constructlon valse,
Dncuménts could be revised With this new amount falrly quickly and Raj could have his team out selling in the.next
eek or two,

-

A 54 mifltan ralse nets us say, 2.8 milllon, Less $950K to Mintz, Call It $1.850 million net.

1"'m golng to n¢ed a chunk.of those proceeds to re-pay Bracebridge lnvestors who want thelr cash returned at the-end of
Aprll, Walter would like some cash for deposits on student housing land he's chasing.

I'm assuming Michael Cane's Oakville and Kitchener appralsals will be sufficlently increased over the last round of
appralsals for Tler 1 to be able to ralse say, $3.5 millon on each.deal, | think Tlar £ could probably ralse those emounts
by say, early May If they get the documents ate, by the weelcof March 9%,

Can we revise the Kitchener documents to permit Tier 2.to be out In the market In a week?

Thanks,

John.

1523



.John Davies ' '
Froms . John Davies <johndavies55@ragers.com>

Sants February 6, 2017 5:50 PM

Tot ‘dianna@memorycara.ca’

Cet ‘staphen.beaumont! stephen,beaumont?’

Subject: FW: $200,000 Joan

WAl p ey

Frami John Davies [mallto;)ohndaviesS5@rogers.com)
Sent: February 23, 2015 6:58 PM .

Toi 'rajsingh200@gmall.com' srafsinghi00@gmall.coiri
Subject: 5200,000 loan .

‘Hey Raj:

Vb Vi e e e Wlere dimy b

Would your relatives stiif ba Interested in-dolnga $2oo,uno loan If we repaid them on April aphh wlth 550,000 bonus

once-Aurora closes?

| netted $820,000 from the Mintz Kitchener foan and after [ pald the cantractors lnvulce;fnr the sales centre In Whithy,

-other regular payables since December, transferred the $350,000 Interest payment to H
tistrlbution we're assentlally tapped out. Payroli Friday.

John. )

riis+ Harrls for the April 4
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lohn Davles

“From; Raj Singh <ralsingh100@gmall.com>

Sents * January 4, 2016 10:01 PM

To: Chrls Glamauy John Davles ’

Subjectt - Fwd: # 12066 Memory Care: Burlington sets of drawlngs

Churis;

Please regaember to send me the details on Boathaus to let me see if I can
‘ raise the $6M to take out Firm's $4M and give the additional $2M

/r3j

Raj Singh
CEOQ
Tierl Advisory

My Lir{kedln Profile;

2_1;;[[ca.llnkedln.comﬂnz valsinghd.00

wnmsnmmene BOrwardod message -es-—ee

From: <cajsingh100, ail.corn>

Date: Wed, Dao 23, 2015 at 12:04 PM

Subject: Re: # 12066 Memory Cate: Burlington sels of drawings

To: johsidaviess S@ropers.com

Ce: Chrls Giamou <clris@memorycareca®™, "Gregoty H, Harris" <gresharris@harrisandherris.com™

0OI¢, send me all of the Boathaus Informatiat and let me sae If | can take out forms $4m with $6m flrst Mtg,
Raj

Sant from my BlackBerry 10 smartphone on the Rogers network

s 3 Wi i a1t 4 DK B bR 1 M semreRveememgm s d o
From. vlagS5

Sent: Wednasday, December 23, 2015 11:22 AM

Tot {ta] Singh «

€t Chrls Glamou; Gragory H. Hanls

Subject Re: # 12066 Memory Care: Burlington sats of drawings

1525



‘MC and Scollard recelved 31,3 milflon In loan repayments from the last two T-1 ralses, Used $900K for the
Seqember quarterly lnterest payments sant to H+H, used $250K for costs for Boathaus [aunch, the rest for

erfieadand a few-consulting Involces past 60 days. We have $700K avallable In Textbook varlous ageeunts
unth Fengata can fund Ross ParkIn February. )

This cash shortage Is a result'of closlng large ralses on expensive sites with very little surplus proceeds balng
retalned ta fund operatlans, Need a couple of smaller ralses back to back that put a couple milllon'in the
coffera.

There are Project Mgt fees that will start to flowon Ross Pack ==+ v » » 1. - et
I shoke to you dhd Greg about raléing some new financing ($2 miffion) on Boathaus. We'll use some of those
proceeds-and the Oalwville, 20% equity cash to relnstate Bur)ington SPA and pull the sltg altgration and
foundatlon petmits.

| certalnly would have preferred to'giva.the City $250K In Novembar, but the looming Interast payments
needed to be secured shead of that,

tam not worrled ahout relnstating SPA In Burlington, It's a matter of glving them a cheque and re-filing. It's a
clvic cash grab,

. Can we go to matket In January and ralse $2 milllon cash on the back of our successful September Boathaus
. '}:nch? An Increase of $2 million to the Tler 4 loan s 52 milllon helow the $16 million Cane Whitby appralsal, |
guessing that lnvestors woutd be Impressad with the progress made on Boathaus and that $2 milllon
would be falrly stralghtforward and quick, | assume we would need new loan documents but | Imagine the
Cane appralsal Is still usable as Its lessthan 24 months.old.

i)

Sent from my Parsche Dasign P'9983 smartphone fram BlackBervy,

From; Raj Singh

Sentt Wednesday, December 23, 2015 8:32 AM

To; John Davies

Ces Chrls Glamou; Gregory M. Hanls

subject- Res # 12086 Memoty Caret Burllngton sets-of drawings

Hi John: ‘ '

PR R e L SR AL

T am working on the equity but no firm timeline when I can complete it.

You indicated that you were going to have $750K. paid back to Memory
Zare from Textbook from the Kingston closing. Can you use that now to
J:t it sterted?

1526
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I am sure we will need the equity raised to start paying Varcon fortheir
)vork and keep raising money in the meantime,

/1aj

Raf Singh
CRO
Tier] Adyisory

My Linkedin Profile:
httpy//eadinkedin.com/in/ralsingh100

‘On Wed, Deo 23, 2015 at 10:21 AM, <johndavies55@rogers.com> wrotes
s 70 keap the SPA current will requite.a $250,000 payment, Wa held off making the payment to the City In
i November becausg of the nearly §1 mifllon of Interest payments owing In Decembae, Wa-can re-Instate our
SPA statits {Gity Ithés-€Verything) with the §250,000 payinent. Ra) Is ralsing $3 million equity for Dakville and

" additional aquity for Buriington. As snan as we recapltallze, we can glve the City thelr DC's and move forward
* in earnest. L understand the Oakvilie equity isTmminent, JO

[_ o

'

,_)ent from my Porsche Deslgn P9983 smartphone from BlackBerry,

From: Chils Glamou

Sentt Wednesday, December 23, 2015 7:53 AN

To3 Johntlavies55@rogers.com; "Raf Singh'

Cct 'Gregory H. Hanls'

Subject: RE: # 12066 Memory Carat Burlington sets of drawings

v

T was surprised by Fernanda's emall, | hadl no tdea that the S Appraval had lapsed,

I have emalled him and Jeft him a ym message, asking If we can get a meating with Burlington staff to fast track this,

" e must be ab vication, We wili make thisa priotity oice he is back In the office,

) ~Chrls

From:{ohndavles55@rogars.com [malltosjohndavies55@rogers.com)
Sentt December 22, 2015 6:31 PM

. Tot Ra} Singh <rajsinehi00@gmaill.com>; Chris Glamou <chris@memoryeare.ca>

L)

Cet Gregory H. Harils <gregharis@harilsandharrls.com>

. Jubject: Ret #f 12066 Memory Care: Burlington sets of drawlings

1527
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Court File No. CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEE N:

KSV KOFMAN INC. IN ITS CAPACITY AS RECEIVER AND
MANAGER OF CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT
CORPORATICN, 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.

Plaintiffs
- and -

JOHN DAVIES and AEQLIAN INVESTMENTS LTD.

Defendants

This 1is the Cross-Examination of JOHN
DAVIES, on his Affidavits sworn July 14th, 2017 and July
27th, 2017, taken at the offices of Network Reporting &
Mediation, Suite 3600, 100 King Street West, Toronto,
Ontario, on the 9th day of August, 2017.

—— - T bt (. St Tt (e o $t B o B M At At S Tt R Sk i Bm A e e S S S P e S b b 3 e o (e Tt e P o e Pt o T Bt

APPEARANCTES:

JONATHAN G. BELL)} N Solicitors for the Plaintiffs
SEAN H. ZWEIG )

MICHAEL BEEFORTH Solicitor for the Defendants

ALSO PRESENT:

NOAH GOLDSTEIN Observing
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August 9th, 2017 J. DAVIES -
——— UPON COMMENCING AT 10:08 A.M.
JOHN DAVIES, SWORN

CROSS-EXAMINATION BY MR, BELL:

Q. Good morning, Mr. Davies.
A. Good morning.
Q. As a preliminary matter, you swore an

affidavit dated July 14, 2017 and another one July 27,
2017, correct?

A. I believe so.

0. And have you reviewed those affidavits
before attending today?

A. Yes.

Q. And is there any corrections you want
to make?

A. Not to my knowledge.

Q. And I had understood from your counsel

before we got on the record that some of the pro

formas that were attached had printing errors; are you
aware of that issue?

A. Vaguely. Not specific issues, but I
knew there were some numbers signs or X's or
something.

Q. And I'm happy to have your counsel
answér for you on this, Mr. Davies.

MR, BELL: Mr., Beeforth, are there updated.

NETWORK REPORTING & MEDIATION - (416)359-0305
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August 9th, 2017 J. DAVIES - 5

pro formas that you want to provide that would replace
exhibit B to Mr. Davies’ July 27th, 2017 affidavit?

MR. BEEWORTH: Well, it’s not an updated,
it’'s simply a correctly printed version, but yes, I’'ve
got copies here which I can hand over. I’ve got one
for Mr. Davies.

MR. BELL: Thank you.

MR. BEEWORTH: And I guess one for marking
as an exhibit.

MR. BELL: I'm just trying to figure out
what these are. These are in relation to 555
Princess?

MR. BEEWORTH: 555 Princess, yes. It’s the
fifth bullet in section 4.0 of KSV's supplement to the
sixth report and I understand this is the only one
that there was a printing error. If we subsequently

determine that there were others we’ll get you proper

copies.

MR. BELL: All right. Well, let’s mark -~
Mr. Davies, have you seen this document before?
THE DEPONENT: The pro forma?

BY MR, BELL:

Q. Yes.
A, Yes.
Q. The revised pro forma with -~ not

NETWORK REPORTING & MEDIATION - ({416)359-0305

1532



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

10.

11.

August 9th, 2017 J. DAVIES - 6

revised, the properly printed pro forma without the
number signs?

A. I don’t believe it had the number sign
on our copy, in our office copy. I think that might

have happened when our counsel photocopied it. I

“don’t recall having X'ed out pieces.

Q. Right. Okay. But have you seen this
ddcument that is now before you before?

A, I'm going to say yes because if it’s
the 555 pro forma that we’ve included in our materials
then, yes, I'm familiar with the 555 pro forma.

Q. And; sir, did you provide this pro
forma to your counsel in preparation for your July
27th affidavit electronically or on paper?

A. Both, I believe, both paper and
electronic, '

Q. And do you recall how you provided it
to them electronically?

A, I didn’t provide it, someone in our
office did, so I couldn’t answer that.

MR, BELL: Counsel, I would like a copy of
the electronic production of this pro forma from
whoever in Mr. Davies’ office provided it to you on

the date, obviocusly redacted for privilege, if need

be.

NETWORK REPORTING & MEDIATION - (416)359-0305
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August 9th, 2017 J. DAVIES - 7

MR. BEEWORTH: The ---

MR. BELL: Electronic copy of this --—-

MR. BEEWORTH: You just want the pro forma
itself?

MR. BELL: And whatever correspondence it
was attached to or however it was attached. If, for
example -~ if it helps, if I was attached to an email
I want the email, i1f need be redacted for privilege,
but date stamped and with the attachment. If it was
provided on a USB key I want an explanation if was
provided on a USB key and what date it was provided
and an electronic copy of the version provided on that
date.

MR. BEEWORTH: Okay. I will get you those.
UNDERTAKING NO. 1

MR. BELL: Excellent. Thanks.

BY MR. BELIL:

Q. So we’ll come back to that pro fomra,
sir, but that will be exhibit 1.

EXHIBIT NO. 1: Reprinted Pro Forma Summary
BY MR, BELL:

Q. And then just before we get into your
affidavits, I was just examlning your wife, sir, and
she was making reference to the Generx American

Express card, you're aware of that?

NETWORK REPORTING & MEDIATION - (416)358~0305
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A, Mm—hmm.

Q. And she told me that she still uses
that Generx American Express card; were you aware of
that?

A, Yes.

Q. And do you still use your Generx
American Express card?

A. Yes.

Q. And who is paying the bills on the
Generx American Express card? l '

A, I am.

Q. And what funds are you using to pay
those?

A. The last bill was paild with borrowed
funds from a friend.

Q. Borrowed from whom?

A. Edward Thomas.

Q. And when you say you’'re paying it do
you mean that you’re having him pay it or is he giving
you ==~

A. He wrote a cheque to American Express.

Q. And how long has that been going on
for?

A, Perhaps the last two months.

Q. And you said it was Edward Thomas; is

NETWORK REPORTING & MEDIATION - (416)359-0305
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that right?

A. Yes.

J. DAVIES - 9

Q. And does Mr. Thomas have any

involvement in any of the Textbook or Memory Care

entities?

A. He’s the architect.

Q. And other than as the architect for the

Textbook and Memory Care entities do you have any

other business relationships with Mr. Thomas?

A, No.

Q. Do you have any ongoing business

relationship with Mr. Thomas?

A. Not at the moment.

T Q. How much do you currently owe Mr.

Thomas?

A, In fees?

Q. No, in personal loans.

A, Sixty-four thousand dollars.

Q. And is it you that'’s personally
incurring that liability?

A, Yes.

Q. And you said in fees, does that

reference the fact that the Textbook and Memory Care

services he provided?

NETWORK REPORTING & MEDIATION -
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Yes.

How much do they owe him?

o0

I don’t know,

Q. So turning to your July 27, 2017
affidavit I just want to establish a few preliminary
things, sir, and I don’t think there’s any dispute
between us but I just want to make sure that I have it
right. = You acknowledge that there was no equity

contribution in any of the Davies developers, correct?

A. Are you referring to cash?

Q. Any sort of equity contribution.
A. I would disagree with that.

Q. How s0?

A, Equity in the form of work that had
been done to advance the development readiness of the
project.

0. I see, By that you mean that the
shareholders contributed sweat equity, for lack of a
better word, to the projects?

A. Yes.

0. But you agree with me that they didn’t
contribute anything financially in the form of equity;
no capital contributions, for example?

A, Cash? No.

Q. Cash or any other form of capital

NETWORK REPORTING & MEDIATION - (416)359-0305



10
11
12
13
14
15
16
17
18
19
20
21

22

23

24

25

36.

37.

38.

39.

August 9th, 2017 J. DAVIES - 11
contribution.

A. Well, I would say that given our
relationship with our consultants our consultants’
work that had been helping us advance the projects was

equity as well.

Q. So you mean introducing them to the
consultants?
A, No, I would say that 1f one of our

consultants, let’s use the architect as an example,
prepared concept sketches and worked with us to
develop development parameters to aid us in preparing
a bﬁdget that would have been an equity contribution
that would have increased the value of the project.

Q. And how do you see it being the
shareholders making an equity contribution 1f an
architect does the drawing?
A, Well, if the project hadn’t proceeded
the architect wouldn’t have been paid, so we were ---
Q. Was that a liability you were
personally incurring?

A. No, the architect wouldn't have been
paid.

Q. So the architect was making an
equitable contribution?

A, On our behalf.
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Q. I see. And you personally never
invested any funds in any of the Davies developers,
correct?

A. Correct.

Q. And Mr. Singh never personally invested
any money in the Davies developers, correct?

A, Correct.

Q. And Mr. Thompson never invested any
money in any of £he Davies developers, correct?

A, Correct.

Q. Mr. Stewart never invested any money in
any of the Davies developers, correct?

A. Correct.

Q. Mr. Harris never invested any money in
any Davies developers, correct?

A, Correct.

Q. And no family member of either you, Mr.
Thompson,'Mr. Singh or Mr. Davies invested any money
that you’re aware of in the Davies developers,
correct? |

A, Correct.

Q. And then in your affidavit, I'm happy
to turn it up, I don’t think =-- you say it multiple
times, I don’t think there will be any controversy

between us ~- you claim that the projects would have
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been successfully developed i1f Grant Thornton had not
been appointed to replace Tier 1 as the trustee; is
that fair?

A. Yes, fair.

Q. And is that still your evidence, you
believe that these all would have succeeded if Grant

Thornton hadn’t replaced Tier 17

A, Yes.

Q Every single one of them?

A, Yes.

Q And I assuﬁe you’ll agree with me that

due to the SMI structure that these entities -- or
pursuant to the SMI structure by which these entities
werelfinanced and there being no cash equitable
contribution that they basically faced cash flow
problems from the very beginning; is that fair?

A, =~ No.

Q. And the fact that they took 30 percent
right off the top in brokerage, legal and other
professional fees didn’t create a cash flow problem
for these entities?

A, No.

Q. And then if I get you to turn up -- I

- don’t know if you have it, Counsel.

MR. BELL: You said you didn’t have a clean

NETWORK REPORTING & MEDIATION - (416)359-0305

J. DAVIES - 13

1540



10
11
12
13

14

15

16
17
18
19
20

21

22

23

24

25

52.

53.

54,

55.

August 9th, 2017
copy, let me see if I do. It’s clean~ish. If there’s
exclamation marks please ignore them, I tend to take

notes emotively. At paragraph 5 -- page 5, paragraph

9 of the supplement to the sixth report. I don’t know

if you caught that, Madam Reporter, I spoke rather
quickly. This is the supplement to the sixth report

of the receiver, dated August 8, 2017. And I’m at

page 5, paragraph 9.

BY MR. BELL:

0. Do you see that, sir?
A. I do.
Q. And as I understand what the receiver

is saying here it’s that as of the date that Grant
Thornton was appointed these are the various cash bank
balances for the seven receivership entities. Do you
agree with that?

A. I don’t have the ability to agree or
not agree; I don’'t have anything to suggest otherwise.

Q. So you have no evidence otherwise?

A, No.

Q. And does it generally fit with your
recollection that in and around the time Grant
Thornton was appeinted these seven companies

collectively had $18,000, .00 in cash in their bank

. account?

NETWORK REPORTING & MEDIATION - (416)3539-0305
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August 9th, 2017

I wouldn’t know.

Would that be surprising to you?

No.

It wouldn’t be surprising to you? Do
had>cash flow probiems as of the date
was appointed?

No.

You don’t see that as a cash flow

Not at all.

They were going to be able to keep

financing going forward, these seven entities?

A,
Q.
A.

Q.

Yes.
How?
Refinancing. New rounds of financing.

And did you have new financing in the

pipeline to come down in the days that followed the

appointment of

A.
Thornton, no.

Q.

Grant Thornton?

Not in the days that followed Grant

You were just going to survive off the

$18,000.00 until the new financing came?

A,

And the ongoing work of our consultants

until sufficient value -~ additional value had been

created in the

projects to warrant new financing.

NETWORK REPORTING & MEDIATION - (416)359-0305
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Q. And it didn’t worry you that Legacy
Lane had $25.00 in its bank account?

A, Not at all.

Q. Or that Burlington had $83.007

A, Not at all.

Q. And I think you’ve already said this,
but you agree with me that the only way that these
entities‘could have gotten more money was through
another round of financing through the SMI structure;
is that faix?

A. Correct.

Q. And that was your plan to do so?

A, Yes.

Q. Because as I understand it that’s
basically how these entities exclusively got their
financing, right, it was through these SMI structures?

A. Every development project, whether it's
SMI financing or otherwise, gets subseguent rounds of
financing.

Q. Right., But since there wasn’t any

" equitable cash contribution the only way that these

companies got cash was either through first lien
lending, SMI -- sorry, first lien borrowing, SMI
borrowing or intercompany loans from other companies

inside what you call the umbrella of companies,

NETWORK REPORTING & MEDIATION - (416)359-0305
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correct?

A, Or other outside lenders.

Q. Right. But there was never an equity
cash contribution into any of these projects, right?

A. Not at this point in time.

Q. And this point in time being from day
one right through to the day Grant Thornton was
appointed, correct?

A, That’s correct,

Q. Then switching around, I’1ll take that
back from you and I’1ll get you to turn up exhibit Q of
your July 27th affidavit. And I just want to
understand what this is, sir. First off, who drafted
this document?

A, I did.

Q. Okay. A&nd did you draft this
subsequent to the commencement of the receivership?

A, Yes.

Q. And did you draft it for the purpose of

explaining to the court what was going on in the

various Davies developers?

A. I think I drafted it for my lawyers to
understand what was going on in the Davies developers.
Q. Fair enough, and I assume your counsel

waived privilege when they attached it to your

NETWORK REPORTING & MEDIATION - (416)359-0305
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affidavit. ®But, okay, and everything in here is
accurate?

A, Yes,

Q. And I jus£ want to walk through it a
bit with you. You start by saying under “Summary’,
“The directing minds of Memory Care and Textbook”.

A, Mm~hmm.

Q. When you refer to the directing minds
who are you referring to?

A, Myself, Walter Thompson and our senior
staff.

Q. And when you say senior staff who do
you mean?

A, Well, for portions of the entities
Chris Giamou, who was the CFO of Memory Care. For the
Textbook projects more specifically, Andre Antonaidis
and —- mostly Andre.

0. Do you think of Mr. Harris as a
directing mind of any of these entities? |

A. He was —-- I wouldn’t say a day-to-day
directing mind but he certainly was providing insight
and advice on a more than weekly basgis.

Q. And so he was providing ongoing legal
advice to all thése entities; was he not?

A. Well, I wouldn't say -- some legal

NETWORK REPORTING & MEDIATION - (416)359-0305
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advice but mostly business management related.

Q. I see., So he functioned both as an
external counsel but also as someone who provided
business and management advice to the companies on an
ongoing basis?

A, I really characterize Harris’s
involvement as Tier 1’s lawyer and Singh’s lawyer.

And because of our involvement with Tier 1 and Singh
Harris was along for that.

Q. Not to jump around on this, but you
told me that previously as well and I just want to
make sure I understand that, because as I -- and just
so you have it, sir, I’m going to show you the
recelver’s fourth report, and it’s exhibit A to the
receilver’s fourth report, which, for the record, I
have it as tab 2 of the Motion Record of the Plaintiff
dated July 12th, 2017.

Sir, I'm going to show it to you but
appendix A is all the loan agreements between the
various entities and the trustee. And if I look at
the definiﬁion in each and every one of the loan
agreements -- and I’1l show it to you so you have it -
- borrower’s solicitors, which I understand to be the
Davies entity, is defined as Harris & Harris LLP.

And then, “Lender’s solicitor shall mean
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Elliott Law Professional Corporation or someone they
may ultimately designate”. And I understand that on
occasion the lenders would designate Harris & Harris
LLP to also be éheir counsel. But did you understand
that for all of these transactions the borrower’s
solicitor was Harris & Harris LLP?

A, I understood that we were paying Harris

but Harris was never consulting with us on any of

these matters.

Q. Who was?

A, Nobody.

Q. You didn’t have lawyers?

A. No.

Q. And who drafted these agreements?
A. Harris.

Q. S0 Harris drafted the agreement that
said he was the borrower’s solicitor but he didn’t
provide you any legal advice?

A, No. He also drafted the documents that
said that Nancy Elliott was a solicitor too and she
didn’t draft them.

Q. Okay. And so Nancy Elliott really had

no involvement in this?

A. Not in terms of drafting. I wouldn’t

know what Nancy Elliott’s involvement was but she
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didn’t draft any of the documents.
Q. And you never had any legal advice

other than Harrls & Harris LLP in relation to these

borrowings?
A, We never had any legal advice at all.
Q. But Mr, Harris was involved in

providing these companies with legal advice in other
matters?

A. No, I think your statement was that I
didn’t have any legal advice from anybody other than
Harris & Harris on these and I didn’t -- and I'm
saying I did not have advice from Harris on any of
those loan documents.

.Q. Right. And I apologize, I was actually
going back to what you had said earlier when I had
asked you if Mr. Harris was a directing mind. I
thought you had told me that he provided advice on
more than a weekly basis and you said it was sometimes
legal and sometimes business and management; do I have
that correct?

A, Correct, but it wasn’t about the loan
agreements,

0. I understand. So when he provided you
legal advice it was on something other than the loan

agreements?
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A, Correct.
Q. And to the extent these companies had a

corporate solicitor was it Mr. Harris?

A. The companles didn’t have a corporate
solicitor.

Q. Never?

A. No.

Q. And when we're talking about Mr. Harris

I'm referring to Greg Harris.

A. Correct.

Q. And was Mr. Harris’s father ever
involved in any of these companies, the second Harris

in Harris & Harris LLP?

A. Harris & Harris?
Q. Yes.
A, He had no involvement at all, other

than I believe he was a shareholder in one of them.
| Q. And did you understand that Mr. Greg

Harris’s mother was also a shareholder in certain of
the entities?

A, Yes.

Q. And was she involved in any of the
entities other than as a shareholder?

A. No.

Q. But Greg Harrilis was?
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A, Yes., Well, let me clarify, I don't
know what her involvement was to any extent but. she
had no involvement with me.

Q. And do you have any legal training?

A, ' No.

Q. And did anyone who worked at any of the
Davies developers have legal training?

A. No.

Q. So how did you be comfortable when
signing these agreements that your legal rights were
protected if Harris & Harris LLP were not your
lawyers?

A, I'm not sure how to answer that
question.

Q. Did you understand that Greg Harris
and/or Harris & Harris LLP were protecting your
interests in these transactions?

A, No.

Q. You just didn’t know if you had a
lawyer that was?

A, No, I didn’t have a lawyer that was
reviewing the documents on my behalf.

Q. And so whenever we see legal fees
listed in the pro formas what are those referring to?

A, Fees related to the loan -- the railises.

NETWORK REPORTING & MEDIATION -~ (416)359-0305
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Q. And your counsel’s fees in relation te
the raises?

A, Well, it is customary in every real
estate transaction for the borrower to pay the
lender’s fees, including legal fees.

Q. And I understand that but it’s
customary for the borrower to pay both the borrower’s
and the lender’s legal fees and what I'm asking you is
when I see legal fees in these pro formas did you
understand those fo be both the borrower’s and the
lender’s legal fees or only the lender’s legal fees?

A. I never really thought about it. It
just -- we never received any advice from Harris or
anybody from his firm on the financings.

Q. And so what was the nature of the
advice that you did receive from Mr, Harris?

MR, BELL: He said it’s not legal.

MR, BEEWORTH: Well, you're asking about
legal advice.

REFUSAL NO. 1
BY MR, BELL:

Q. What’s the nature of the non-legal
advice you received from Mr. Harris? -

A, Oh, his thoughts on, for example, Raj

Singh -- Tier 1 was looking to raise new equity and
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Harris's advice on that was that that was a
particularly worthwhile process, that raising equity,

rather than more debt, was something we should

~consider, and that each of the shareholders should

look favourably on reducing their equity to new
investors.

Q. And when he was giving you that advice

- did you understand he was doing that in his capacity

as a shareholdexr of a Davies developer, business
manager/advisor-of'a Davies developer or Raj Singh’s
personal lawyer or all of the above? |

A, I would say first and foremost as a
shareholder.

Q. And then going back to exhibit Q of
your July 27th affidavit, you talk about, in the third
line, “umbrella organization”. This is throughout
your affidavit. Do you see that, sir?

A, . Yes,

Q. And I just want to understand, what do
you mean when you talk about an umbrella organization?

A, Well, notwithstanding there were a
number of individual projects we treated the day~-to-
day management and evolution of those projects rather
than as individual projects but as an umbrella

organization that looked after 11 projects, or ten
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projects, as the case may be.

Q. And who was inside the umbrella?

A, Myself ---

Q. Sorry( let me -- I’11 get to that, sir,
when I say who was inside, which companies were
included inside the umbrella organization?

A. A1l of our development companies.

Q. When you say “all of our development
companies”, sir, whose development companies are you
referring to?

A, The Textbook projects, the condominium
projects and the Memory Care projects. |

Q. Here TSI, TSSI and MCIL included in
that umbrella? |

A. T would say so, yes.

Q. What about Rideau?

A. I would say so, yes.

Q. And other than the seven receivership

companies the four non-receivership Davies developer

companies -- you know what I mean by those --
A. The condominium projects?
Q. -— yes --
A. Yes.
Q. -— the TSI, TSSI, MCIL and Rideau were

there any other companies that would have been
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included under this umbrella organization?

A, No.

0. So you didn’t include Aeolian, for
example?

A, No.

Q. And who did you see being the owners

and operators of this umbrella organization?

yi Walter Thompson and myself.

Q. It was just the two of you?
A, Yes,
Q. And was this concept of an umbrella

organization ewver disclosed to investors, to the best

of your knowledge?

A. It was disclosed to Raj Singh.

0. You actually used the word ‘umbrella

organization’ with Mr. Singh?

A. I don’'t recall if I used that exact

word or not.

Q. But you certainly expressed the concept
to him?

A. Yes.

Q. And he approved of it?

A. Yes,

Q. Do you have anything of him approving

of that concept in writing?
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‘A, I would have to check my emails.

Q. I would ask that you do so. Your
counsel has to give that answer.

-MR. BEEWORTH: Let me just get that
straight. What are you looking for, specifically?

MR. BELL: Any email communication or any
written communication by which Mr. Singh approved the
concept of an umbrella organization or a term similar,
Mr. Davies said he wasn’t sure he used that express
tefm with Mr. Singh. »

MR. BEEWORTH: Through which Mr. Singh
approved the concept?

MR. BELL: Yes.

MR. BEEFORTH: Okay.

UNDERTAKING NO. 2
BY MR. BELL:

Q. And certainly, sir, throughout this
period you understood that despite this umbrella
organization concept that each of these companies was
a separate corporation, right?

A, Yes.

Q. And you understood that each of them
had its own assets and own liabilities?

A, Yes.

Q. And you understood that, at least in
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relation to the seven Davies developers and the four
condominium projects, each of them had their own SMI
financing facility, correct?

A, Yes.

Q. And you understood that each of them
owed their respective SMI financing_instrument monies

separate and apart from the others, correct?

A. Yes.

Q. Was Mr. Harris aware of this umbrella
organization? |

A. Yes.

0 And did he ever advise you against it?

A. No.

Q Did he ever wérn you of any problenms

with it?

A, Not to my knowledge.

Q. And then if you go down to the bottom
of page 1 of exhibit Q you have “Rationale for
Intercompany Loans”, and I just want to make sure T
understand this. 2All of the intercompany loans within
this, quote/unquote, ‘umbrella organization’ were all
unsecured, correct?

A, Yes.

Q. So through the SMI facility investors

would have a secured interest in a. specific project
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but then that project could take the funds and advance
them unsecured to other projects; is that fair?

A. I think that’s fair.

Q. That was your understanding of how
things worked? |

A. There was not collateral offered for
the loan. -

Q. And so is it fair to say that due to
all these intercompany loans it came to a point where
each of the projects was then interdependent upon each
of the other projects? |

A, No.

Q. How would . it be then i1f one of the
projects failed that happened to owe funds to another
project? Wouldn’t that naturally cause a cascading
effect?

A. I suppose theoretically if one of those
projects had failed that would be true,

Q. Didn’t they all ultimately fail?

A.. DNot through actions by the directing
minds of the companies.

Q. And that’s because you blame when Grant
Thornton was appointed for the failure of all these
companies, correct?

A, Yes.
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Q. And then if you go to page 2 of your
exhibit Q the first sentence there talks about,
“Tremendous pressure was placed on the Davies
developers every three months to make certain the
obligation to pay investor interest was met”, do you
see that?

A. Yes, I do.

Q. And at the beginning of your
examination you and I talked about what I said was

cash flow difficulties for the developers and you

disagreed that those existed at the beginning. Do you

>agree that at least at some point the Davies

developers ultimately experienced cash flow

difficulties?
A. From time to time.
Q. Such that there was tremendous pressure

placed upon them every three months to make certain

the obligation to pay investor interest was met,
right?

i No, I wouldn’t say that, I would ---

Q. Well, you did say that.

A, Well, I think we're dealing with two
separate subjects. I think this subject relates to
tremendous pressure being placed on the Davies

developers to ensure that interest was paid. I don’t
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think it relates to intercompany loans. This relates
to ensuring -- Singh calling us and Harris’s people
writing us letters, making certain that the interest
was going to be paid on such and such a date.

Q. I see. And I apologize, I had moved on
with intercompany loans but I hadn’t taken you with
me. So . my point is simply that on the basis ~- there
was tremendous pressure on each of the developers to
make interest payments every three months, fair?

A, That’s correct,

Q. Aﬁd that -- I'm going to take you to a
bunch of emails subsequently but I don’t think there’s
a dispute between us —- that was a real pressure for
you and the directing minds of these Davies
developefs; was it not?

A, Yes, it was.

Q. Because there were times when it was
going to be incredibly difficult to make those
interest payments, right?

A, Yes.

Q. - And in fact right at the end it was
becoming almost impossible; is that fair?

A, I would say that the circumstances by

which we had been operating had changed.

Q. How so7?
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A, Up until 2016 Tier 1 was working
diligently to continue to raise money for the various
Davies developer entities. At some point Singh
decided to, for whatever reason, start raising.money
for non-Davies developer projects.

The activities of Singh not being
specifically directed to advancing these projects
caused the Dévies developers to look elsewhere for
alternate sources of capital because we could no
longer rely on the timeiy raising of money by Tier 1.

é. So it wasn’t simply the Grant Thornton
replacing Tier 1, it was actually before that that
Tier 1 started raising funds for other entities; is
that fair?

A, True.

Q. And when you say you started looking
for sources of fﬁnding outside of Tier 1, were any of
the Davies developers ever successful in finding
sources of funding other than Tier 1°?

A, We raised money though private
investors from time to time.

Q. Who?

A Don Mintz.

Q. Anyone else?
A

Not that I can think of off the top of
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my head.

Q. And so I take it then that when Tier
stopped or at least tightened the financing for the
Davies developers that is when they started to
experience cash flow problems; is that fair?

A. No, T think there was tremendous
pressure placed on the Davies developers to meet the

interest payments from the beginning. I don’t think

it was a -- it was not something that just happened at

the end of these projects. It was from, really -- as

soon as the first year of interest had been expensed

there was pressure placed on us to make sure that the

interest continued to be paid.

Q. And the way you would alleviate that
pressure was by raising more money through new
financings, correct?

A. Correct.

Q. And not necessarily for the same
project that had to make the interest payments but
some other project within the umbrella organization?

A, Yeah, we certainly advised Singh that
we had the following requirements coming up, that
might be some of it related to interest, some of it
related to architecture fees, things like that, and

that we were intending to -- we would advise Tier 1
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-and Singh and Harris that we intended to use some of

those upcoming raise proceeds to pay the obligations
of a number of the Davies developer projects.

Q. And I'm going to take you to some
emails later but I don’t think there’s any dispute
between you and me, given this umbrella organization,
as you have described it, you weren’t concerned if the
next fundraising that was upcoming related to the
project in which the liabilities were being incurred;
is that fair? ,

A. I don’t think any of the people related
to the projects. I don’t think I was concerned, I
don’t think Harris or Singh were concerned.

Q. Sorry, when I said you I meant the
global you. That’s a good point. So you didn’t care
whether or not the liabilities that were being
incurred by a project were being financed by a
fundraising from another project, for example, right?

A, No, as I say, I think the umbrella
concept was that each project would support each
other.

Q. Right. And as you explained it to me,
I think, just before, you weren’t concerned, Mr. Singh
wasn’t concerned, Mr. Harris wasn’t concerned, Mr.

Stewart wasn’t concerned and Mr, Thompson wasn’t
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concerned, right?

A No.

Q. That’s right?
A That’s correct.

Q. And as I understand it the tremendous
pressure that you faced to make these interest
payments was because if you missed even one interest
payment on even one project that could have
devastating éffects, right?

A, Yes. Singh told us that if we missed‘
an interest payment -- and Harris told us too -- it
was unlikely that we would ever be able to receive
another SMI loan.

0. Because failure or default on an
interest payment would cause a rippling effect
throughout the SMI market, I assume?

A. That’s correct,

Q. So it was critically important to you
that these interest payments be made on a regular
basis, almost ahead of anything else, right?

A. I would say that’s true.

Q. And despite this tremendous pressure
that you’wve referred to in exhibit Q to make these
quarterly interest payments did you ever think that it

might be inappropriate to pay dividends at a time when

NETWORK REPORTING & MEDIATION - (416)359-0305

1563



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

167.

168.

169.

August 9th, 2017 J. DAVIES - 37

the companies were facing these tremendous pressures?

A, The dividends were paid in reéognition
of work that had been done upfront prior to closing.

Q. And I understand that that’s your
evidence, my question is slightly different. My
question is: did you ever turn your mind to the fact
of whether or not it was appropriate to pay thoée
dividends in light of the tremendous financial
pressures faced by the project companies to make
quarterly interest payments?

A, No, because I didn’t feel that there
weren’t solutions to continue to be able to make the

interest payments.

Q. And those solutions would be new
financings?

A. New sources of funding, correct.

Q. And once Tier 1 stopped providing new

financing did you turn your mind to whether or not you
were going to be able to find a replacement for the
Tier 1 financing?

A, I don’t think my evidence 1s that Tier
1 stopped raising financing; I think my evidence is
that the flow of funds from Tier 1 directed to our
projects slowed down as a result of Tier 1 working on

other projects and other financings.
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Q. And were you concerned that you would
not be able to find a replacemeﬁt for the funds that
had slowed down from Tier 1°?

Al Not really, because the nature of our
business is that as the projects get closer to a state
of construction readiness there are more and more
sources of financing available. Our desire was to
advance the projects as rapidly as we possibly could.

Q. And yet I have it right that none of
the projects were ever completed, right?

A. That’s correct.

Q. And in fact only one of the projects
ever even got to a shovel in the ground stage; is that
fair?

A, That’s true.

Q. And even that project barely got under
way; 1s that fair?

A, I don’t know what barely under way
means but ---

Q. If T go see it there’s no building
there, 1s there?

A. There is no building there.

Q.‘ And as of the date Grant Thornton was
appointed all of these entities that have no buildings

had $18,000,00 in the bank, right?
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A, If you say so.

Q. And then I did promise I would take you
to some emails, so let’s just do that. 2And so I’'ve
already spoken to your counsel about this, sir, but
the emails I'm taking you to are all in the supplement
to the receiver’s sixth report and I’1ll give you the
reference to them. I'm going to hand them to you
individually, because I think that will just make them
easier to find. These are all emails, I believe, that
you have provided to the receiver.

The first one I want to give you is an email
from Mr. Harrilis to yourself, dated October 15, 2013,
and it’s also to Peter Matukas of Harris & Harris LLP
-- and for the record, that’s M-A-T-U-K-A-S -~ copying

Bruce Stewart and Nicole Christiano of Harris & Harris

LLP as well. Was Mr. Matukas involved'in the Davies

developers?

A. Only on the closing, closing -- on
closing funds.

Q. And in what capacity did you understand
that he served -~ whose counsel was he serving as when
he was involved?

A, I never thought about it, to be honest
with you. He was doing the -- he was working with

Tier 1 and their pool of investors.
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0. Did you understand that when you were
borrowing from Tier 1 that there was an adverse
interest between the two of you in negotiating the
terms and that any win for the Davies developers was a

logs for the Tier 1 developers and vice versa?

A, I don’t understand the question.
Q. When you were negotiating the terms of
these loan agreements with Tier 1 -- well, let’s do it

a different way: when you were negotiating these terms

with Tier 1 of the loan agreements who was negotiating

on behalf of Tier 17

A. Raj Singh.
Q. And who was negotiating on behalf of

the Davies developers?

A, Me.
Q. And was Mr. Harris involved in those
negotiations?

A, Well, there weren’'t really any
negotiations. Singh told us what his fees were. We
provided Singh with copies of the appraisals, which
set” out the amount of the loan proceeds, and Singh
agreed to raise the funds based on that basis and the
pro formas that we provided ﬁim.

From time to time he would ask for other

background studies. But it was never a negotiation,
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it was, ‘These are the terms of the loan. Please
provide me with the following information’, which we
would do, and the documents would be prepared.

Q. And did you ever look for competitive
financing to Tier 1 to see if you could get better
financing from anyone else?

A, Not early on.

0. Did you ever do that?

A, Later.

Q. And you found ﬁhat you could not?

A. No, we found that KingSett was
interested, KingSett Capital.

Q. And that’s in the first lien mortgage
in the Rideau property?

A, Yes.

Q. But otherwise in relation to the SMI
financings did you look for anyone other than Tier 1°?

A. Yeah, Vector Financial provided
financing for us on 774 Bronson, together with some
SMI financing.

Q. I see. Other than -- in relation to
the SMI financing it was always Tier 1%

A, Yes.

0. And it was always Mr. Singh that

imposed the terms?
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A, Yes.
Q. Or I guess sometimes Mr. Harris would

be his representative?

A. No, Singh.

Q. It was always Singh? Sco looking at the
email I just sent you -- and, sorry, I think we talked
about this but Mr. Matukas would just get involved in
the closing then; is that right?

A, Yes.

0. And did he have any ownership interest

in any of the Davies developers?

A. Matukas?

Q. Yes.,

A. No.

Q. And you’ll see as -- you can read the

email., I just want to direct you to the last sentence
of Mr. Harris’s email to you.

MR. BEEWORTH: Read the whole thing.
BY MR. BELL:

0. Certainly. And while you’re reading it
I’11 just talk about Mr. Harris’'s last two sentences
here. First, “Thg negative goodwill that would be
associated with the investors not receiving their
interest”, and it says, “That could be dramatic,

especially since many of these investors are in other
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transactions or might be solicited for other
transactions.” He says he suspects Kitchener will be
a complete no-go once it becomes known that McMurray
has defaulted, as well as any other fundings through
Tier 1.

And so that’s consistent with what you and I
talked about, that not defaulting on an interest
payment -- ox, sorry, let me rephrase my question to
avoid the negative -- defaulting on an interest
payment would be devastating, not just for that
ﬁroject but for other projects going forward, right?

A, Yes.

Q. And when Mr. Harris sent you this email
or gave you this kind of advice did you understand he
was acting as your counsel, as a shareholder or as Mr.
Singh’s counsel, or did you turn your mind to that?

A, I can’t honestly say that I
specifically thought about that.

Q. But it was certainly advice that Mr.
Harris had given you previously?

A, It was tﬁe kind of business advice that
one would expect that Greg would offer from time to
time.

Q. Okay. If you give me that back we’ll

mark that as exhibit 2 to your examination.
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—-—-— EXHIBIT NO. 2: Email dated October 15th, 2013

198.

199.

BY MR. BELL:

Q. There’s another email I want to give
you, sir, that’s from you to Mr. Singh, dated March
27, 2014, And the subject is “McMurray and Whitby
raises”. Have a read through that email as well, but
I think this 1is another example that we talked about
where it seems to me in reading this email,
specifically the last two paragraphs, that you’re not
concerned about where the fundraising comes from,
simply that you need funds for all of the above
projects. I just want to ask you about that.

A, I wouldn’t characterize it T wasn’t
concerned. I don’t think that’s accurate; I think
what I was stating here is that in order to be able to
meet the obligations that are upon us this is where
the money is coming from. This is what I -- this is
where I am deriving the funds to be able to make the
commitments.

Q. Okay. And so specifically if you look
at the second-last paragraph before the “See you at
3:30 this afternoon”, you say, “I have mentioned
McMurray a couple of times recently and I want to

bring .to your attention that without receiving both

Oakville and McMurray raises we can’t afford to fund
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the 1.5 million to take Whitby forward over the next

four months.” Do you see that?
A. Yes.
A. And so certainly as of this time, when

you’ re contemplating additional fundraising for
Oakville and McMurray, you're contemplating the usage
of those funds will be -- that those funds would be

used to take Whitby forward over the next four months,

right?
| A, Some of the funds, yes.
Q. And you’re advising Mr. S8ingh of that?
Ai Yes.
Q. And Mr. Harris?
A, Yes.,
Q. And as far as you know neither of them

expressed any concern about that process?
A. No concern at all.

Q. Let me grab that. We’ll mark that as

exhibit 3.

EXHIBIT NO. 3: Email dated March 27th, 2014
BY MR. BELL:

0. And just while we’re there, I know in
your affidavit you talk about Mr. Singh and Mr.
Harris, most importantly Mr. Singh, consenting to

these intercompany loans. Did you ever get written
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consent, formal written consent, from Mr. Singh or
when you say he consented do you just mean that you
would advise him by email and he would not raise any
concerns?

A. I believe some of the emails from Mr.
Singh on the subject made recommendations about where
the money could come from or the timing of upcoming
loans, things like that. I mean -- does that answer
your question?

Q. If does. But there was never actually
a formal consent, right?

A; No, there was no document that was
prepared, ‘I hereby consent to’, et cetera, et cetera.

Q. I just wanted to make sure I hadn’t
missed anything. 2nd, sir, I'm going to take you to
another email, which is an email from yourself to Mr.
Singh, again copying Mr. Harris, dated June 2nd, 2014.
And the subject is “Tranche 1, Whitby”. And again,
have a read through the email to the extent you want
to bﬁt where I want to take you is the last -- there’s
a bolded paragraph that talks about “So in total we’ll
need 1.6 million for Whitby”, do you seelthat?

A. Yes.

Q. And then you set outlthat you need

500,000 for the three Memory Care projects, 250,000
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for interest on various projects, 200,000 for
McMurray, certain fees for offices, consultants,
150,000 for the Oakville settlement. So as I
understood it you’re basically setting out the
financial needs of all the various projects; is that
fair?

A, Yes.

0. And then ---

A. Perhaps I can clarify, I wouldn’t say
necessarily all of the projects but a number of the

projects.

Q. A number of the projects? That’s fair.

If you go over to page 2 of your affidavit --

MR. BEEWORTH: Email.
BY MR. BELL:

‘Q. ~— email -- thank you -- it says,
“Would you consider not raising the second trahche in
Whitby? I’11 get a Cane development appraisal for,
say, 15.6 million. The 11.6 million of Tier 1 cash
registered against the Whitby project will have room
to fund a further 4,000,000 of first mortgage
construction debt in front of it. I can easily raise
the amount and will have the receipts and invoices
from the sales centre, construction, architects and

engineers to justify the 4,000,000 of construction
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funding if OT wants to see it.” Do you see that?

A. I do, yes.

Q. And then at the very end of the email -
~ or, sorry, the next .paragraph, second sentence, you
say, “Memory Care will grind to a full stop without
the funds this summer to pay for the const#uption
documents and arrange our building permits”; do you
see that?

A. I do.

Q. And then in bold and italicized at the
end you say, “It’s really the only way I can see to
fund all our commitments by end of summer’”; do you see
that?

A, Yes.

Q. And as I understand what you’re telling
Mr. Singh, copying Mr, Harris, in this email is that
you need to do a significant second tranche on Whitby
to finance your obligations for these other various
projects; is that fair?

A, That was one option, yes.

Q. Well, as I read it in your last
sentence 1t’s really the only way that you could see
to fund all of your commitments; isn’t that fair?

A. Yes.,

Q. And so if it wasn’t for raising the
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funds off Whitby then I assume all of these other
projects would have ultimately gone into default on
their obligations, right?

A, Quite possibly. I think it’s fair to
state though that the money that was being raised --
contemplated to be raised on Whitby was basically
paying for things that had already been expensed on
Whitby.

We from time tb time found ourselves where
there was no Tier 1 additional financing available.
We would continﬁe to press on with commitments, being
the architects, engineers, and in thié case the
building of the sales centre in Whitby.

So the 4,000,000 that was being discussed,

which actually ended up being 2,350,000, most of it

went to paying for the out of pockets that had already

been disbursed.

Q. But as I tread your email that’s not
what’s motivating you. What’s motivating you, and I
think we’wve talked about this, is the need to keep all
of the projects under the umbrella organization
current with their liabilities so you don’t default on
any of them because that would have catastrophic
consequences for all of them, right?

A. Yes. I think the purpose of the email

NETWORK REPORTING & MEDIATION — (416)359-0305

1576



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

217,

218.

219.

220.

August 9th, 2017 J. DAVIES - 50

is to state that we have these global cash
requirements and this is the only way that I can see
to be able to keep those current.

Q. Right. Whitby is the solution for the
global cash requirements?

A, Right.

MR. BELL: <Can we mark that as exhibit 4 to
Mr. Davies’ examination?

EXHIBIT NO. 4: Email dated June 2nd, 2014
BY MR. BELIL:

Q. Sir, I'm going to show you another
email which is an email from you to Raj Singh, éopying
Diana at Memory Care. And it’s dated, for the record,
July 29, 2014. And first of all, can you just tell me
who Diana is?

A, She’ s our bookkeeper/officer manager.

Q. And you’ll see in the second paragraph
you talk about how she advised you that you have
approximately 545,000 in current payables, roughly
divided equally between the three Memory Care projects -
and Boathaus,

A. I see that.

Q. And am I right that Boathaus -- I don’t
know how I'm pronouncing that correctly. For the

record it’s B-0-A-T-H-A-U~-3. Am I right that that’s
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Scollard?

A, No.

Q. Isn’t it?

A. There’s two écollards, to be clear.
The first Scollard in 2012 was a proposed 40-storey
condominium tower in Yorkville. Because the company
had been formed and the project never went ahead we
used Scollard Development Corp. to do the Whitby
Boathaﬁs project.. So there are two Scollard projects,

Q. ‘All right. And so wﬁen I see Boathaus
that’s referring to the second Scollard project?

A. Yes, that’s right, Boathaus refers to
the second Scollard project.

Q. Thank you. Which is Whitby?

A. Which is Whitby, vyes.

Q. And if you see at the end you’ll see
you set out the various amounts owing and then the
next paragraph you say, “In addition to that 545,000
and the 250,000 in August payables listed above we
have Tier 1 interest payments due in mid-September”;
do yoﬁ see that?

A. I do.

Q. And so then you say that you’ll need
Tier 1 to raise the full 13.6 million for the

September Boathaus closing or you’ll need the 3.5
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million equity investor contribution, right?

A. Yes.

Q. And then you say about the payment of
the almost 2,000,000 you have out of pocket and owing
on Boathaus you won’t be able to meet any ongoing
commitments after September lst, right?

A. Right.'

Q. And so as I understand what you’re
saying here is that you needed the Boathaus financing
to ﬁake good on the interest payments owing on the
other projects; is that fair?

A. That’s fair.

MR. BELL: All right. Mark that as exhibit
5.

EXHIBIT NO. 5: Email dated July 29th, 2015
BY MR, BELL: |

Q. And then, Mr. Davies, I want to take
you to another email, which is from you to Mr. Singh,
copying a number of individuals at Harris & Harris
LLP, dated August 25th, 2014. And again, feel free to
have a look at this email but I jﬁst want to refer you
to the first paragraph where -- and you can have a
look through the email but what strikes me as what’s
going on is there’s a concern about the fundraising we

just talked about from Boathaus on the timing. Do you
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recall that issue?

A. Yes.

Q. So Tier 1 was able to raise the 13.6
million but there was an issue about when the Davies
developers wexre actually going to get the funds that
had been raised; is that right?

A, Yes. The 13.6 was supposed to be
16,000,000, That.was what Tier 1 had gone to the
marketplace to raise. The time it was taking to raise
that much money was becoming longer and longer.i I
don’ t know why, perhaps there were other things going
on with Tier 1, but it seemed to be taking forever to
get the 16,000,000, |

As a result what I suggested to Singh was,
‘Cut the raise off at wherever you’re at right now’,
which was I believe about 13.2., And between the time
that he stopped the raise at 13.2 ancther couple of
hundred thousand dollars came in to make it 13.6.

Q. I see. All right. And there was also
a timing concern about when you were actually going to
get access to the funds, right?

A, That’s why we cut the -- yes, that’s
why we cut the raise back from 16,000,000 to,

ultimately, 13.6.

Q. I see. And at the third sentence of
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your email you say, “Someone needs to impress upon
someonée at OT in the strongest possible terms that we
need the full 13.6 on September 15.” Who was OT?

A, Olympia Trust is the organization in
Calgary that administered the RRSP portion of the
loans.

Q. And then you say at the last sentence
there, or the next sentence, “It's a major issue for
all of us 1if there isﬁ’t sufficient capital to repay
the 1.6 million Memory Care has invested. Raj, please

do whatever you can.” What did you mean by “It’s a

major issue for all of us”?

A, We needed the 1.6 million that the
various Memory Care projects had invested into other
projects repaid to keep the Memory Care projects
moving forward.

Q. And to finance the interest charges
that were coming due on their SMIs?

A, Yeah, I believe they were all coming
due, by what this says right here; in September.

Q. Right. And so what was my point,
that’s the concern about the timing, right, is at the
time of this email if you don’t receive those funds by
September 15 then you’re not going to be able to repay

the other projects in time to allow them to finance
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their SMIs, right?

A. That and it appears in the first line
that we had negotiated an extension to the closing on
Whitby. I believe there was three extensions that we
had to negotiate for delays in receipt of the closing
funds.,

Q. I'm going to suggest to you that at
least as of this time, which i1s August 25th, 2014, all
of the projects collectively are facing a cash flow
crisis such that if OT can’t get the funds to you by
September 15th you’re then going to be in default of
at least some of the SMI interest payments, right?

A, I wouldn’t say a cash flow crisis, and
let me explain why. I think it’s fair to say every
deveiopment project that I've been involved on has a
constant appetite for cash to keep the projécts moving
forward. As long as the ctash i1s flowing the
architects keep working, the consultants keep
consulting, the interest keeps getting interested and
the project moves forward through the logical
development process.

If there are interruptions to ongoing
receipt of new capital to keep the projects moving
projects stall and die, consultants go and move on to

other projects, et cetera. Bad things happen to the
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project.

It was always contemplated from the get-go
that no matter how much the first raise was it wasn’'t
gqing to be the last raise. The first raise was the
beginning of the process of moving the project through
to completion., So these emails, I think it’s fair to
say, 1is impressing on everybody on the Tier 1 side and
the legal side that -- for example, the reference to
Olympia Trust, Olympia Trust would take weeks and
weeks to process documents.

Tier 1 would promise a closing date by a
certalin date and wouldn’t be there with the funds on
the date that it said. So I just want to be clear
that everybody understands that the need for servicing
these projects was a constant need, from -- and has
been a constant,'you know, on every project I’'ve ever
been involved in.

Q. And I see these emails -- and we <can go
through more of them, and we will -- at times you come
perilously close to defaulting on the interest
payments to some of the SMIs and that you’re relying
upon the financing for other projects within weeks, if
not days, of coming through so that you don’t default
on the interest, which Mr. Harris has already advised

would have catastrophic effects.
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A. Well, I think you can see by the dates
of the -~ I would agree with that in certain cases.
And I think you would agree -- be able to see that by
the dates when I’'m addressing this it’s 60 or 90 or 80
days in advance of the money being required, so we
were constantly putting it on everybody’s radar that
three months is coming and whatever raises you’re
making giddy-up.

Q. Have a look at this -- and we’ll mark
it as exhibit 6 -- but in this case we’re actually 20
days before, right, because this is an email as of
August 25th talking about the need for funds by
September 15th?

A, Yeah, the funds would be due on the
30th but Matukas wanted them in two weeks early to be
able to process them. So there -- I would imagine
there’s probably an email before that dealing with the
timing.

MR. BELL: And so jﬁst for the record,
because there was a long discussion between when we
brought this email up and when we marked it, exhibit 6
is the email from Mr. Davies to Raj Singh, and copying
a number of people, dated August 25th, 2014.

EXHIBIT NO. 6: Email dated August 25th, 2014

BY MR. BELL:
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Q. I just want to show you another email.
And this is an email chain between yourself and Mr.
Singh from April of 2016. Have a look through it, but
it talks about financing difficulties again, it's a
theme, and the third-last email, so third from the
top, is an email from Mr. Singh to Mr. Harris, copying
you, although it’s addressed to you, saying that, “You
don’t want to miss this payment. We' re obligated now
to disclose this in all FSCO forms, as we have to
assess a developer'’s financial position and indicate
risks.”

And then if you scroll down to the next
paragraph he says, “Apart from the above this will
send ripples through the agents’ channels that are
also very wary of deals with Textbook and Memory
Care.” And do you recall there being an issue about
this and not wanting to miss fees as of April 2016
because there was a concern that FSCO would be put on
notice?

A, The FSCO issue was news to me, it
wasn’t anything I knew about, I only was aware of the
interest coming due.

Q. All right. And then you see that the
next emall is an email, I believe, from you -~ it’s

always hard to tell with printed emaills -- that says,
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“You will not believe this but Diana just checked the
mailbox and there’s a Scollard HST rebate cheque for
$55,000.00. 1I’1l1 give her the difference and she’ll
go to the bank and wire the 68,000 to Harris and
Harris now’”; do you see that?

A, Yes.

Q. And Mr. Singh respoﬁds, “God is looking
out for us”, with an exclamation mark.

A, Yes.

Q. And do you recall in April of 2016 the
projects being in such dire financial straits that a
$55,000.00 HST rebate cheque coming in to save the
parties?

A. That wouldn’t have been the normal
case, I don’t think we were cutting it that fine, but
from time to time, obviously, based on this
correspondence, that is the case.

MR. BELL: All right. And we’ll mark that
as exhibit 7.

EXHIBIT NO. 7: Emall dated April 29th, 2016
BY MR. BELL:

Q. Just a second, sir, I just want to see
if there’s any other emails I want to take you to in
this bundle. Then switching gears slightly, we’ve

talked briefly about the dividends but you’re aware
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that both 525 Princess and 555 Princess paid dividends
out to the sharehoiders?

A, Yes.

0. And do you agree with me that they did
so at times Where they were facing cash constraints?

A, Yes.

Q. And did you ever turn your mind to the
fact that it was inappropriate for them to be paying
out dividends at the time they were facing cash
constraints?

MR. BEEWORTH: I think you’ve asked fhat
question already.

REFUSAL NO. 2

MR, BEEWORTH: I think I asked generally
about the developers, but that’s fair, I’11 take Mr.
Davies’ firét answer on that. That’s fair.

BY MR, BELL:
0. And I want to take you to a different

email, a different batch, about this issue. I'm

showing you an email chain from February of 2016. The

last eﬁail is an email from Diana Cassidy to you,
dated February 9th, 2016, but that’s not the email I'm
going to direct you to, but just so we have it.

You can have a look through it, sir, but I

want to direct your attention to the third page of the

NETWORK REPORTING & MEDIATION - (416)359-0305

1587



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

246.

247,

248.

249.

250,

August 9th, 2017 J. DAVIES - 61

email. There’s an email from you to Raj Singh,
copying Walter Thompson, dated February 8th, 2016; do
you see that? .

A, To Raj Singh and Greg Harris? Yes.

Q. Yes, sorry, to Raj Singh and Greg
Harris, copying Walter Thompson.

A, I see it.

0. And then do you see in the second
paragraph you say, “You would think we would all'agree
that the payment of bonuses to shareholders tﬁrough
the Tier 1 raises has been gratefully recéived"?

A. I see that.

Q. And is that -- with reference to the
bonuses to sharehoiders, is that the dividend payment?

A. Yes.

Q. And then you say it had certainly been
in your case; do you see that?

A, Yes.

Q. And then you say you’re going to set
out the challenges. And if you go down to the fourth
paragrgph you say —— or two paragraphs down, you say,
“There’s a larger, more encompassing issue”, and if
you go forward two or three sentences you say, “In the
most recent advances for 555 and 525 the amount of the

raises after all fees, shareholder bonuses and other
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deductions netted a relatively small surplus.
Textbook paid 1.3 million to Scollard and MC from the
555 and 525 advances and that cash was used to pay
1,000,000 of December and January interest, which left
Textbook little cash to operate with.” Do you see
that?

A, Yes.

Q. And do you recall that situation

whereby after 525 and 555 raise money you make these

dividends or shareholder bonuses up the chain, then
lend money to the other entities sﬁch that neither 525
nor 555 had -~ or had little cash to operate?

A. I do.

Q. And did either Mr. Singh or Mr. Harris
raise any concerns about that?

A, No, gquite the opposite, in fact on the
-= I"11 need to ask for clarification but my
recollection is that 525 closed a couple of months
after 555.

Q. I'm told that’s right.

A. Yeah. We were concerned about the
second dividend on 525 and Harris and Singh insisted
that it be paid. And I believe you have
correspondence related to 445 where I told Harris and

Singh that we were no longer going to be paying any
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more diwvidends. Harris took exception to it, Singh
took exception to it, and we said if we don’t close,
so be 1t, we don’'t close, but we’re not taking any
more dividends.

I think the only thing that was foftunate in
the case of 555 and 525 had been that there had been
an extensive amount of work between Walter initially
identifying the sites and negotiating long-term
closing opportunities and our in-house staff advancing
all of those projects in the months leading up to
having to close.

I think that the‘inference from your
question is that we left 555 and 525 perilously unable
to move forward. I would say the only -- the thing
that would perhaps weigh against that would be the
extensive amount of work that had been done prior to
closing on the projects, not only in terms of the
acquisition but also of advancing the development.

Q. And if you‘juét scroll down to the
third paragrabh on the fourth page of this email, so
thg last page, you say, “I have mentioned in ‘the past
that the issue is the land raises are so large that

there is insufficient surplus proceeds to fund

operations at the present level.” And the last

sentence of that paragraph you say, “Unfortunately the
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best sites that are close to schools ox in the
downtown core aren’t cheap and the net proceeds in the
Tier 1 raises aren’t enough to cover ops”; do you see
that?

A, Yes,

Q. And then you propose that the solution
is to ralse money through Bronson, right?

A, Yes.

Q. All right. And my understanding of the
525 Princess property, which you say Mr. Thompson did
extensive work on, is that the plans for the building
actually exceeded the size of the lot purchased; does
that fit with your understanding?

A. I don’t understand the question.

Q. Fair enough. T understand that the
building plans -- so the building actually wouldn’t
fit on the lot purchased; does that fit with your
understanding?

A. You may be referring to a scenario
where we were going buy the 50- or 60-year-old church
that was immediately to the north up Alfred Street.
One of our options involwved -- I think we were able to
acquire that property for about $400,000.00. So we
were studying the impacts on development density, et

cetera, by adding another site.
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Q. So when you bought the lot you knew
that the building that you were purporting to put on
that property was actually too big to go on the lot
that you were buying? |

A. No, we had other options that would fit
perfectly on the size of site that we purchased, but
one of the options, as I’ve just said, was looking at
adding increasing lot area too.

'Q. And as I understand with relation to
the Princess properties as well there was an issue
where thevproposed building you were going to put in
was 11 storeys but. the property was only zoned for
four storeys; do you recall that issue?

A. The property wasn’t zoned for four, the
property I think was zoned for less than that. There
was a secondary plan étudy that had been undertaken by
consultants for the city that recommended what they
call midrise density, which would have been between
six and eight storeys.

But a rival developer on another Princess

Street had been recently given approval for 11 storeys

and we felt failrly confident, based on the increases
that they had been able to obtain with the city, that
11 storeys was going to be achievable.

Q. Sorry, do you recall the name of that
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rival developer?

A, Podium. Podium Developments or Podium
Investments.
Q. And since we’re talking about 525, sir,

I711 take you to the supplement to the receiver’s
sixth report again.

MR. BEEWORTH: Once you're done we’ll ——-

MR. BELL: Yes., Why don’t we just finish
this and then we’ll take a break?

BY MR. BELL:

Q. | So just going back to the guestion
about the property size issue and the storeys issue,
my understanding is that the Cane appraisal was done
upon the idea that the building would be the larger
size and it would be 11 storeys. Does that fit with
your understanding?

A, Yes.

Q. Even though thé property was too small
and you didn’t yet have the zoning for 11 storeys,
right?

A. Well, it wasn’t that the property was
too small, the property was the property, we just did
not have the zoning for the height and density that we
wanted.

0. But the property that was actually
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purchased was too small for that building. You had
told me you were hoping to buy the property that a
church was on as well, right?

A, No, to be clear, the property that we
purchased was adequate to build a building that we
were prepared to move forward on. We studied the
opportunity of adding more land tc see what that would
do opposite additional density and additional profit.
But we could have been quite happy to proceed with the
site that we purchased.

Q. I sée. And the Cane appraisal that was
used to raise the funds for 525 Princess was based
upon the larger building, right?

A, But not the extra site.

Q. Not the extra site but just the larger
building? |

A, It was based on 11 storeys. We felt
very confident, based on our discussions with the
city, that we were going to be able to achieve the
density bonuses that we were hoping to achieve,

Q. And in addition to the 11 storeys,
which I understand the Cane appraisal was based upon,
my understanding is it was also based upon the premise
that the building would be larger than the plot of

land that was ultimately purchased. Does that fit
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with your understanding?

A. No.

Q. And then turning to the supplement to
the receiver’s sixth report I’1ll show you -- it’s at
page 5 of the report, sir, and I'm going to take you
to paragraph 9.

a. Do you want this back?

Q. Yes, please. We should mark that as
exhibit —-- before we go on we’ll mark as exhibit 8 the
email chaiﬁ'that.ends with Diana Cassidy to John

Davies dated February 9th, 2016.

--— EXHIBIT NO. 8: Email Chain ending with a February

9th, 2016 Email

270.

271.

2772.

BY MR. BELL:

Q. And I think I misdirected you, sir,
that’s where we went last time. Let’s go to page 6 of
the monitor’s supplemental report.

MR. ZWEIG: Receiver.

MR. BELL: Receiver, thank you. Keep
correcting me on that.

BY MR. BELL:
Q.
BY LAWYERZ2:
Q. And, sir, if you look at paragraph 12

on page 6 this is a Summarized Statement of Receipts
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and Disbursements for 525 Princess for the period; do

you see that?

A. I do.

Q. And then you’ll see at the top that the

main receipt is from the syndicated mortgage

investment, which is approximately 6.4 million?

A. Yes.

Q. And then 2.1 of that was spent on land, -

right?

A, Mm~hmm.

Q. And then over a million was spent on

brokers’ commissions?

A. Mm~hmm.

Q. And then 500 grand for interest

holdback? Yes?

Yes.

»oo o

Yes.

And 225,000 for professional fees?

Q. And then there was the payment to the

shareholders or the dividends of a million dollars?

A. Yes.

Q. And then other payments that we’ll get

to, but those are, I assume, intercompany loans and

other related things for 1.3 million, see that?

A. Yes.
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Q. And then that’s a total of 6.3 million
such that there’s $111,000.00 left by January 28,
2016, right?

A. Yes.

Q. And yeou were generally aware that that
was the financial position of 525 Princess at that
time?

A. Generally.

Q. So within six weeks of raising the
funds‘they purchased land for 2,000,0000 and then the
fest of the funds were dissipated, right?

A. Yes.

MR, BELL: We’ll take a break now?

MR. BEEWORTH: Sure,

MR. BELL: Is that what you asked for?

MR. BEEWORTH: Sure.

MR. BELL: We can take a break now, it’s a
good place.

A BRIEF RECESS AT 11:18 A .M., ---
UPON RESUMING AT 11:28 A.M, —---

THE DEPONENT:; Can I say that I think the
inference in the last question with the bank balances

MR. BELL: Sorry, are we on the record?

THE REPORTER: We are, yeah.
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BY MR. BELL:
Q. Go ahead, sir.
A. ~- 1is not entirely unusual in the

development world. I think you race forward with work
and then catch up with new financings as the projects
move forward. I think perhaps your -- I'm not putting
words 1n your mouth, I hope, but I think by the nature
of your question it was perhaps expressiﬁg concern
that there weren’t sufficient funds to advance the
project at that point.

| All I WOuld like to say is that there was a
significant amount of work that had been done to get
to that point and the next round of financing would be
predicated on having moved the project sufficiently
down the road to qualify for new financing, new
equity.

Q. So my understanding is that no funds
had been spent on developments costs for 525 Princess;
ié that your understanding?

A, Well, there had been six or seven
months of my time on both of them, same with our
office staff and several months of architects’ and
engineers’ time. I can’t say with certainty about
traffic engineers but I can certainly talk about urban

design consultants, architects and that type of thing.
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Those projects had advanced quite a long way by the
time we reached closing. .

Q. And yet still -- and I think we’ve
agreed upon this, I don’t want to retread soil, but
they still were at the point where they didn’t have
the zoning to be 11 storeys and you still hadn’t
decided whether or not yoﬁ‘were going to need to buy a
second lot, right?

A. That’s correct, but well under way.

Q. I understand yéur evidence. $So ﬁhen
switching £o Rideau, and we’ve talked about it a bit,
I just want to -- I don’t think there’s any dispute
between us that the Davies developers advanced
approximately $3.7 million to the Rideau project.

Does that fit with your understanding?

A. I believe so. My recollection is
2,750,000 to close and then the rest in out_of pocket
costs. |

Q. And 555 Princess, which you and I were
discussing before the break, it advanced 1.39 million
to Rideau, correct, roughly?

A. Roughly.

Q. I can make that representétion to you?

A. Well, yeah, I don’t recall which one it

was that ---
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Q. And with Rideau all the funds that were

advanced by Davies developers were advanced unsecured,

correct?

A, Correct.

Q. And was there a reason why you didn’t
grant security?

A, It had not been our practice up until
that time to grant security and this was standard

operating procedure in our world.

Q. All right. And if you go to paragraph

43 of your affidavit dated July 27th, 2017 -- and I
wasn't trying to do a memory test but I should have
brought you here first, because there is the number
for 1.39 million for 555 Princess; do you see that?

A. I do. 7

Q. And then you say that, “These amounts
were never intended to be equity contributions but”,
and you say here, “rather they were unsecured loans”,
right?

A, Yes.

Q. And then you say, “The anticipated
financing would also be used to pay Generx the
development management fees it would earn over the
intervening period”; do you see that at the end of

paragraph 437
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A, Yes.

Q. And did Generx receilve any management

fees from the Rideau property?

A, No.
Q. That was Jjust the intention?
A, Yes.

Q. And why was it that Rideau wasn’ﬁ
financed through an SMI but was financed this way
instead?

A. It was going to be financed through an
SMI. The appraisai had been done, Cane’s work had
been done, I believe the tax opinion had been
completed. All of those materials, to the best of my
recolléction, were in Singh’s hands prior to the 25th
of October.

Q. I see. So this was going to be the
next financing that was going to be done?

A, That’s right. I believe the Cane
appraisal was about $18,000,000.00.

Q. And you see at paragraph 47 of your
affidavit you talk about the significant work that
Generx did to advance the Ottawa property to
construction readiness; do you see that?

A, Yes.

Q. And you see that you say in the second
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sentence that, “I believe that this work has
substantially increased the value of the Ottawa
property”; do you see that?

A, Yes.

300. Q. And so it is your evidence that the
work that -- well, let’s start off, Generx is you, I
assume?

A. Generx was started by Walter Thompson
and Rob Brown. Rob left a decade ago -- two decades
ago. I'm not a -- I am a shareholder in Generx
(Byward Hall);

301. Q. And is there a difference between
Generx and Generx (Byward Hall)?

A, No, for the purpose of thié discussion
it’s Generx (Byward Hall).

302. Q. I see. And the American Express card
is with Generx (Byward Hall)?

A, No, Generex Development Partners.

303. . Q. And who owns that entity, the Generx
Development Partners?

i I used to. It no longer exists. But
every time they issue a new card every three years or
four years they just continue to make it out to the
same company.

304. Q. I see. 8o you say there that you
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believe this work has substantially increased the
value of the Ottawa property, and that’s at paragraph
47 of your affidavit. Whose work was that?

A. My work, the work of our consultants,

the work of our architects.

Q. And was Mr. Thompson involved in that?
A. Yes, very much so,.
Q. Now, was Mr, Thompson leading that or

were you leading that?

A. I was leading that, the development

work.
Q. But Mr. Thompson was aware of it?
A, Yes. |
Q. I'm going to show you an affidavit that

Mr. Thompson swore, dated June 26, 2017, for the
motion discharging the Certificates of Pénding
Litigation. Do you recall that issue with the
Certificate of Pending Litigation being on Rideau?

A. I do. |

Q. And had you reviewed Mr. Thompson'’s
affidavit sworn in support of Rideau’s motion to
discharge the CPLs?

A. No.

Q. So I'm going to show it to you. And

I'm going to take you simply to paragraph 15 of Mr.
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Thompson’s affidavit. Have a read of paragraph 15.
But Mr. Thompson starts paragraph 15 by saying based
on his arm’s length discussions with brokers and
potential lenders he verily believes that an arm’s .

length buyer would not pay more than the 11,000,000

purchase price paid in November 2015; do you see that?

A, I do.

Q. Then he goes on to explain why he
thinks that’s true. 2And do you agree with Mr,
Thompson’s.sworn evidence to the court ta discharge
the CPL that a vendor would not pay more than Rideau
had originally paid for the property some two years
earlier?

A, Walter Thompson is certainly closer to
what the market conditions are right now but I
definitely think that the situation that currently
exists with the property in receivership would impact
ité value.

Q. And this affidavit, to be fair to you,
sir, was sworn before the receiver was appointed.
Does that change your evidence?

A, I can't say what Mr. Thompson’s
thoughts were on the value of the property.

Q. And that’s fair. And do you stand by

your evidence that you believe that .the work that
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Rideau did in between November 2015 and the time you
swore your affidavit substantially increased the value
of the Ottawa property?

A, I believe we did.

Q. And then at paragraph 48 of your
affidavit you say, “To the knowledge of the receiver
and the court Generx has been engaged in concerted
efforts to obtain replacement financing to pay out
KingSett and to continue to advance the project."

And you say that, “To the extent that thé
refinancing is successful Generx remains prepared to
pay the disputed amounts regarding the Ottawa property
into trust, pending the resolution of that
litigation.” Do you see that?’

A. Yes.

Q. And as I understand it -- well, let me
ask you, when you say you’'re willing to pay the
disputed amounts do you mean the disputed amounts owed
to the receivership companies or do you mean the
disputed amounts owed to all the Davies developers?

A. The disputed amounts related to Byward
Hall.

Q. So you don’t mean the disputed amounts
owed to 555 Princess and Kingston -- or Kitchener?

MR. BEEFORTH: Are you talking about the 3.7
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‘million?

THE DEPONENT: Yes. Yes, we're talking
about the 3.7 million.
BY MR. BELL:

Q. So you’re willing to pay the full 3.7
million?

- A, Yes, ves.

Q. That’s what you’re referring to? And
then you talked earlier about loans within the
umbrella organization. You told me that you
considered TSI, TSSI and MCIL to be within those,
right? Yes? |

A. Yes.,

Q. And so was it that project companies
would be lending money to TSI or TSSI or MCIL, who was
their shareholder? ‘

A. Who was not a shareholder?.

Q. Who was their shareholder., Like, I had
understood your concept of the umbrella organization
to be one project would lend money to another project
when it needed financing. Why would you lend monies
to TSI, TSSI and MCIL under that umbrella
organization?

A, I can't honestly say for sure. That

was a decision that would have been made by Diana
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Cassidy and our accountants,

Q. So you never authorized the lending of
funds from the projects to the parent companies; TSI,
TSSI or MCIL?

A. Well, obviously, I would have had to
sign the cheque but to the extent -- what the practice

was or why there was money being advanced to those

" projects at the time, I wouldn’t have any knowledge of

that at all.

Q. And related to Mr. Cane, who was the
appraiser, how did ydu come to meet Mr. Cane?

A. Raj Singh introduced me to him,

Q. And was he Raj Singh’s appraiser for
other entities or other developments; do you know?

A, Not to the best of my knowledge. I
believe Singh'was given an appraisal that Cane had
done for a rival syndicated mortgage‘company,
Fortress, and that his appraisal had been deemed to be
acceptable to Fortress and whoever was holding their
RRSP money and Singh felt that his experience dealing
with Fortress would be valuable in helping us.

Q. And I can take you to a number of
emails but I think that there’s no dispute between us,
there was a number of occasions where Mr. Cane’s

appraisals that were used to raise finances increased
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over time, correct?

A, Yes. 7

Q. And was 1t the case that the -- well,
why don’t you explain to me: how was it that Mr.
Cane’s appraisals would increase over time? How did
that come to be?

A. It’s a fairly standard procedure in the
development world that as the projects evolve they
become tighter, more efficient. The first cut from a
pro forma statement or a costing analysis would be
very broad. It would be at that stage, the early
initial stages, that Cane would be asked to render his
opinion.

As time progressed and the architects did
their work, further consultation with municipalities,
engineering and construction refinements were added,
the projects, generally speaking, the costs came down
and the revenues would go up.

So 1f we had achieved certain milestone of
predevelopment activities to increase what we felt the
valuation of the project was we would ask Cane to take
another look at the project with that in mind.

0. And was this an iterative process
between the Davies developers and Mr. Cane, where you

would go back to him and say, ‘Would you consider
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increasing the valuation of the project based upon
providing certain information’?

A, We wouldn’t ever phrase it that say,

ask him, we would say that we believe we.have achieved

certain milestones and have increased the walue of the

property and we would forward him whatever relevant
documentation would demonstrate that that had
happened.

0. And was Mr. Cane aware when he
increased the value of a property thét -~ he was aware
that that would be used for an additional fundraising,
correct?

A, Yes.

Q. And I think he even says so at the
beginning of his reports. Was he aware that the funds
that would come from that fundraising would not be
poured back into that project but instead go to
another project to perhaps finance its interest or
other development costs?

A, I don’t believe he knew or didn’t know.
I certainly never discuséed it with him.

Q. I'm going to take a little bit of time
here,'sir, but I promise you it’s in everyone’s best

interest because I'm going through and I’m going to

take you to fewer emails than I otherwise would. 1I’11l
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take you to‘an email from you to Raj Singh, copying
Chris Giamou, dated November 3rd, 2014. And the first
email in the chain I want to take you to, sir, you see
that you -- well, first off, who is Chris Giamou?

A, He was the chief financial officer of
Memory Care,

"0, Okay. And then you see in the second
sentence you say, “I’1l work on Michael Cane to see if
he can get us to 5.5 or 6 million appraised value”; do
you see that? |

A, Yes,

Q. And is that what the process would be,
that you would work on Mr. Cane to seé if you could
get as high a.valuation as you could?

A, Within the parameters that Cane could.
reasonably, you know, agree to.

Q. Right. Mr. Cane obviously ultimately
agreed to it, T wasn’t suggesting he didn’t, but ---

A. I wouldn’t say that he ultimately

agreed to it, I think we presented the property in the

best possible light we could and Cane would apply his

test of whether or not that met his criteria and
determine whether or not the valuation would support
it.

Q. For ‘sure. And I guess it goes without
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saying that it’s in your best interests to get as high
a valuation or appraisal as you possibly can, because
that lets you raise more funds, which might help you
with your cash flow difficulties in other projects,
right?

A. Yes.

MR, BELL: So we can mark that as exhibit 9.
That’s the email from Mr. Davies to Mr. Singh, dated
November 3rd, 2014.

EXHIBIT NO. 9: Email dated November 3rd, 2014

'BY MR. BELL:

Q. And then I’'m going to take you to an
email from yourself, sir, to Mr., Thompson, dated
November 14th, 2015. And you see there, sir ~- I'm
going to take you again just to the last two emails.
The second-last email is an email from Mr. Thompson to
you.at your Textbook suites and it says, “After
Michael is done appraising the two Ottawa properties
maybe we should have him reappraise 555 and 525 so we
can go back and get some senior financing. It would
take a lot of pressure off.” Do you see that?

A, Yes.

0. And do you recall on what basis Mr.
Cane would be willing to reappraise 555 and 525 as of

November of 20157
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A. Only if we had had an increase in the
underlying value of the property based on work that we
had done.

Q. Right. And then you respond that
you’ re not sure you can offer him any compelling
evidence and you say he already questioned you on how
you expected to achiéve 12 storeys when the
Williamsville study was recommending eight; right?

A. Mm-hmm.

Q. And yet Mr. Cane’s original appraisal

was based upon a l2-storey plan; was it not?

A. I don’t remember.

Q. You don’t remember?
A. Yeah.

Q. Okay.

A. I thought it was 11.
Q. Eleven?

MR. BEEFORTH: Do you have an appraisal you
want to show him? Like, there could be more than one,
so do you want -

MR, BELL: Yes, that’s fair. The
fundraising -- I don’t think we need to for the time
being ~- but I think you’re right that it’s 11,
actually, Mr. Davies, despite the fact that it says

12,
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BY MR. BELL:

Q. And then you talk about punching up
rental income. Was it always the plan that 525 and
555 would both be rental income properties?

A, We weren’t sure. We had one plan where
one of them, and I don’t recall which one, was going
to be a condominium and one would be a straight
rental. Then we looked at it where both were rental.

We even looked at one scenario where one of them would

be the donor site for parking and we would max out the

density on the site beside it.

3o there were a number of iterations that we
were looking at with those. As you know, those sites
are on either side of the same street and we were

looking at them as a development in concert with each

"other.

Q. Mr. Goldstein knows that, I may not
know that, but we’ll mark that as exhibit 10.

EXHIBIT NO. 10: Email dated November 14th, 2015
BY MR. BELL:

Q. Then, sir, there’s another email I want
to show you from yourself to Mr. Harris ‘and Raj Singh,
copying Chris Giamou and Diana Cassidy. And this is
an emall dated February 19, 2015 and I just want to

take you to the second paragraph where it says,
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“Opposite Kitchener, we could turn Tier 1’s guys loose
on that raise right away. The first appraisal on
Kitchener waé for 6.5 million, Michael’s new appraisal
is for 10.6 million”, and then you go on. Do you
recall what was the basis for the increase in Mr.
Cane’s valuation or appraisals from 6.5 million to
10.6 million?

A. The 6.5 was the first appraisal Cane
had done with the first iteration of the building. So
the only way 1t would have been worth any more was
that the income had dramatically increased in the
project. Otherwise there would have been no way to
justify —- if his first appraisal was based on X
dollars of income and the next appraisal was based on
the same level of ingome there would be no appreciable
increase in the value of the property.

Q. And so it would have been the situation
where you went back to Mr. Cane and said now the
project is =-- now the project is projecting to produce
an increased amount of income and he would adjust his

A. Yeah. And the only way for that to
have happened is the building got bigger.

Q. Right.

A, I mean the income is the income, the
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would not haﬁe increased dramatically in that time
frame, so the only way to increase the value between
6.5 and 10 million would have been the building got

bigger.

MR. BEEFORTH: Just to be clear, do you know

that or are you guessing?

THE DEPONENT: No, I'm saying that -- I
don’t have the appraisal in front of me but the
building would have gotten bigger and we would have
learned more about rental rates.

BY MR. BELL:

Q. Fair enough. And do you have a
specific recollection of the buiiding getting bigger
in Kitchener?

A, The building changed several times.

MR. BELL: We’ll mark the email from Mr.
Davies to Mr. Harris and Mr. Singh, dated February
19th, 2015, as exhibit 11.

EXHIBIT NO. 1l: Email dated February 1Sth, 2015
BY MR. BELL:
0. And then there’s one more that I -want

to show you on this, Mr. Davies, it’s an email from

Mr. Cane to you dated October 20th, 2016. Have a look

at that. 1In particular I want to take you -- well,
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it’s all Mr. Cane’s email.

I want to take you to the last two
paragraphs, Mr., Cane says, “As my reperts are based on
specific development time frames, all of which
appeared to lapse, I'm not able to give a guarantee of
current value. As I1’ve said to you in the past and
provided you with a list of all the assignments I’ve
done and asked for an update on timing and
development, which I have not received, I am now
concerned that these appraisals, which I assume are
being used to provide support for financing, are now
out of date and irrelevant to the current day’s
situation”; do you see that?

A, I do.

Q. And that’s as of October 20th, 2016,
which I understand is approximately a week before
Grant Thornton was appointed as trustee for Tier 1.
Does that fit with your understanding of the timing?

A, Yeah, I think they were the 25th or
something. |

0. Right. And so do you recall that:
before Grant Thornton was appointed as trustee there
was an issue where Mr. Cane told you that all of the
appraisals he had provided to you were quote/unquote,

‘Virrelevant’ to the current day’s situation?
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MR. BEEFORTH: That’s not what he says. The
email says -~ he’s not making a statement, he’s
hypothesizing.

MR. BELL: He's expressing a concern.

THE DEPONENT: His concern was that the
development time frames had lapsed. |
BY MR. BELL:

Q. And why had all the development time
frames lapsed?

A, Taking longer to get approvals.

Q. Each and every time? And so then Mr.
Cane was telling you that the appraisals may or may
not be valid as of October 20th, 2016. Do you recall
this email?

A. Yeah. I believe my conversation with
Michael was more along the lines of Michael wanted to
do all brand new appraisals rather than give me an
opinion of wvalue.

Q. And you see Mr. Cane says, “As I've
said to you in the past and provided you with a list
of all the assignments”, and then goes on, do you
recall other discussions with Mr. Cane previous to
October 20th where he raised this concern?

A. Yeah. If we were looking at raising

new financing, which we were in the case of Memory
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‘Care, with the Pinnacle Wealth from Calgary Pinnacle

wanted a reliance letter from Cane and Cane wouldn’t
provide it because the timing from when the reliance
letters are being asked to the valuation was a'period
of time that Michael didn’t want to certify the value,
based on the time that had gone on.

Q. So were you in a situation as of
October 2016 where you couldn’t get Mr. Cane to give
you a reliance letter for the appraisals?

A. I would'hgve had to get Michéel to == I
would have had to pay Michael to do an update.

Q. And yet the receivership companies, we
know, had $17,000.00 in the bank, right?

A. Right.

MR. BELL: Let’s mark that as exhibit 12.
EXHIBIT NO. 12: Email dated October 20th, 2016
BY MR, BELL:

Q. So going back to where we started
today, with the pro formas, sir -- and I appreciate
you produced new pro formas. I'm going to refer to
the old ones but I don’t think anything changes but
your counsel can let me know if I'm wrong about that.
The pro formas I want to refer you to are 525 Princesé
and 555 Princess, which are the first two at exhibit B

to your affidavit dated July 27, 2017.
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And so fi;st off, looking at 555 Princess,
which is the first one, you and I have already
discussed that 555 Princess paid a million doilars in
dividends. I assume you’ll agree with me that that
million dollars is not reflected in this pro forma
that you’ve attached to your affidavit, correct?

A, I don’t see it.

Q. Okay. And then 1if you look on the
first page over under “Project Financing’, you see the

box there about project financing?

A, Yes.
Q. You see “Source of funds upon
acquisition”. It refers to a senior lender advancing

60 percent of the funds or $1.2 million; do you see
that?

A Yes.

Q. And that never happened, did it?

A No.
o) And then mezzanine, as I understand it,
is often -~ is what the SMI was. And you’ll see that
this pro forma projects that upon acquisition the SMI
will advance $400,000.00, correct?

A, Yes.

Q. And then you see there’s an equity

contribution that’s being projected for $400,000.00 as
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well, right? |

A, Yes.

Q. And that never happened either, did it?

A, No.

Q. And then if you look at “Source of
funds during construction’” there is a construction
loan that’s contemplated for $29,000,000.00 but that

never happened, right?

A, Obviously.

Q. Because there was no cqnstruction,
' right? \ |

A, We weren’t ready to draw down

364.

365.

366.

construction funds at that point.
Q. Exactly. Exactly. But then the
mezzanine, which is the SMI that’s supposed to happen

during construction, is for 6.35 million; do you see

that?
A Yes,
Q And that did happen, didn’t it?
A, Yes,
Q 80 you did -- in the pro forma, even

though you were planning on raising 6.4 million during
construction through the mezzanine, you actually
raised all of that upon acquisition, right?

A. Yes.

NETWORK REPORTING & MEDIATION - (416)359—0305

J. DAVIES - 93

1620



.10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

367.

368.

369.

"370.

371.

August 9th, 2017 J. DAVIES - 94

Q. And then you’ll see again there’s

_another equity contribution contemplated of 6.4

million but that never happened, did it?

A. No. »

Q. So the only thing that actually
happened was the SMI financing, the vast majority of
which was to happen during construction but which
instead all happened upon-acéuisition, right?

A, Right. Which is permitted under the
loan agreement.

Q. My point is that this pro forma you’ve
attached to your affidavit in no way reflects what
actually happened, right?

A. Well, as it relates to the construction
financing capital stack, no.

Q. Right. 8o the pro forma doesn’t relate
to the financing ---

A, The costs and things, I don’t think
there’s any issue there.

Q. So we dealt with the value numbers, and
we’ 1l look at those new ones you’ve provided, but
let’s look at the costs and issues of that. Because
next I want to go to 525 Princess, which is the second
one behind the blue sheet. Mr. Beeforth can help you.

And the second page, as I understand it, is what you
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were just referring to the cost and use side. So not
the first page, I’'m on the second page of that pro
forma. J

A, Yes.,

Q. And a couple of things, if you look
under the pro forma summéry, which is in that second
column there, 1f you go down under “Soft Costs’” you
see how there’s “Interest and Finance”?

A, Yes, |

Q. And a couple éf things jump out at me;
one is that if you go across that line you see how it
appears that there’s $106,667.00 of interest being
incurred on November ’'15 and January ’'16; you see
that? November 2015 and January 2016.

A. Yes, I see it, but I think before we go
too much further, Walter Thompson and Andre Antonaidis
prepared the Textbook pro forma so if you want to -—-
perhaps if you could put your --

0. Questions to theﬁ?

A. --questions to them or put them in
writing we would be happy to ---

UNDERTAKING NO. 3
BY MR. BELL:
Q. I will take that undertaking but I just

want an answer yes to your question -- you mean to

NETWORK REPORTING & MEDIATION - (416)359-0305

J. DAVIES - 95

1622



10
11
12
13
14
15
16
17
l8
19
20
21
22
23
24

25

376.

377.

378.

1623

August 9th, 2017 J. DAVIES - 96

tell me you have no idea? And if you have no idea
that’s fine. Because you had told me just a second
ago that you thought the revenue and expenses of these
pro formas were accurate.

So my understanding when I look at the
interest and finance line under this “Soft Costs” is
that in reality 525 Princess had to pay $1.1 million
in brokerage fees upoﬁ acquisition, and additionally a
vear worth of interest holdbacks, so that that number
should be much, much higher than $406,000.00. Does

that fit with your understanding or do you just not

‘know one way or another?

A. I don’t know. Perhaps that money was -
- pefhaps those are net numbers after that has already
been deducted.

MR. BEEFORTH: Don'’t guess.
BY MR, BELL:

Q ~You just don’t know?

A, That’s a total guess, I don’t know.

Q Only Mr. Thompson would know?

A Right.

Q. All right. And then again on 525
Princess, which we know paid a million dollars in
dividends, I don’t see that million dollars reflected

in this pro forma, do you?
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A, You would have to speak to Thompson
again about that.

Q. You just don’'t know one way or another?

A. I don’t know.

Q. All right. And I assume you would
agree with me that to the extent the pro formas don’t
accurately reflect the projected capital structure or
the correct use of the funds that théy wouldn't be
particularly helpful to prospective borrowers; do you
agree with me on that?.

A. I'm not suggesting that they are or not
particularly useful. I'm not sure I agree with your
point. Perhaps there is a reasonable explanation for
your questions but I don’t know what it is.

Q. And do you know -- and again, you may
not know this, but do you have any -- well, first of
all, did you ever review these pro formas before they
were glven out to anybody?

A. Andre Antonaidis would walk me through
them at a fairly high level and ask me if I had any
comments about construction costs or any of the other
consulting costs and things like that.

Q. And did you have an understanding at
the time that a number of these pro formas were

showing equity cap contributions being made when in
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fact no equity contributions were ever made?
A, I can’'t say that I recall that one way

or the other.

Q. So you have no explanation for why that
would be?

A, No,

Q. And then as I understand it you have

the pro formas you’ve attached to exhibit B to your
affidavit but you had previously provided pro formas
to the receiver and as I understand it those pfo
formas are different. Do'you havé any explanation as
to why the pro formas you had previously provided the
receiver are different than the pro formas attached to
your affidavit?

A. I think it would be the same answer as
before, that over the course of the predevelopment
work and then as work evolved the pro formas evolved.

Q. And where did you get these pro formas
that you attached to exhibit B to your affidavit? Did
you ask Mr. Thompson for them or did you have them?

A, Thompson put them all together with
Antonaidis.

Q. But I mean at the time that you
attached them to your affidavit. Did you have copies

of them 4n your possession or did you have to ask Mr.
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Thompson for them?
A. I had to ask him for them.

Q. And is that the same for the pro formas

that were given to Mr. Cane in relation to the

appraisals? Did you have any involvement in that or
do you know how those came to be?

A, That would have come from Andre
Antonaidis.

Q. And so you have no explanation as to
why those pro formas would be different than the ones
attached to your affidavit either?

A, Without sitting down with Andre and
going through line by line I can’t say.

Q. And we talked about dividend payments.
Really quickly on management fees, you speak about
management fees a lot in your affidavit but I just

want to make sure, there’s no dispute between us that

‘when you talk about a five percent being normal for

management fees that’s five percent of the total
ultimate cost of the project, correct?

A. Some projects it’s appropriate and some
it’s not.

Q. Right. But there’s no dispute that
between you and me that what was ultimately paid out

to Aeolian on management fees on average vastly
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exceeded five percent of the actual costs incurred in
these projects, correct?
A. No, that’s not correct.

Q. All right. Let’s look then at exhibit

MR. BEEFORTH: Sorry, before you go on, I'm
not sure I understand your guestion.

MR. BELL: Fair enough.

BY MR. BELL:

Q. So as I -- and let me try and expléin
it because I don’t £hink there is a dispute between
us. As I understood your evidence it was that
management fees in the range -- depending on the fact
situation but between two and six percent, with an
average of five percent, was industry average, but
that you calculate that percentage based on the
ultimate total costs that are planned to be expended
on any project by project completion date.

A, Correct.

Q. And what I'm asking you is the actual
costs that were incurred in these projects were
nowhere near that because it never got to
construction, right?

A. That’s true, but you said Aeolian

received fee income in excess of five percent, but

NETWORK REPORTING & MEDIATION - (416)359-0305

1627



10
11
12

13

14

15

16

17

18
19
20
21
22
23
24

25

394,

395.

396.

397.

1628

August 9th, 2017 J. DAVIES - 101
Aeolian didn’t, the global wenture received fees.

Q. I see. So the total -—-

A, Aeolian might have taken 1.2 percent of
it, of the five, or it might have taken 3.6 percent of
the five, but it wasn’t just Aeolian, it was the
entire organization.

Q. I see. And I apologize for
misspeaking. So you’ll agree with me that the
totality of the management fees that were expended
exceedéd five percent of the actual costs that were
incurred for eaéh and every project, right?

A. No, no, many of the projects were less
than five percent.

Q. Okay. BSo let’s look at exhibit G to
the receiver’s seventh report -- or supplement to the
gsixth report. I’'ll give you -~ this is a clean copy.
There you go. And what the receiver has done here,
sir, is set out the total project costs and then the
project cost to date and then what tﬁe cost to date as
a percentage of total costs were; do you see that?

A, Mm~hrmm.

Q, So, for ekample, on Scollard the total
project costs were estimated to be 74,000,000 but
because it never got to construction only 15.9 million

was every spent. See what I'm saying?
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A. I do.

Q. And then the cost to date as a
percentage of total costs Was 21.8 percent, right?
And you see that across the board, that never did any
of the projects ever expend anything above 50 percent
of the total projected costs.

A. Right. But that’s not the way
managément fees are calculated. Management fees are
not calculated based on being paid as construction
goes on. The management function is all the work up
to getting fo a point where the project is ready to be

cohstructed. You’'re mixing development fees with

construction management fees. The development fee is

399.

earned at the time the project is ready to go to
construdtion.

Q. And I’'m not even making -- I'm going to
make the suggestion where you’re guessing I'm going,

but I’m not even doing that now. My first question,

which I couldn’t get you to agree with, was simply

that by math, right or wrong, the actual management
fees that were expended for each and every project
exceeded five percent of the total costs that were
actually expended for that project?

A. But that’s not how management fees are

calculated. It has nothing to do -- the management
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fee has nothing -- the management fees that are paid
relate to the predevelopment activities. There is no
possible way you could incur the management fee if you
hadn’t done -~ the construction is a construction
management fee. Development fees are paid up to the
start of construction.

Q. And I think what you’re giving me is an
explanation for why that is, but T just want yoﬁ to
acknowledge that you agree with me that that is the
case, that the management fees were, for lack of a
better word, front-end loaded on this. And you say
that’s normal because they’re incurred at the front
end. I’m just trying to get you to agree with me that
the management fees that were incurred exceeded five
percent of the total costs incurred.

A, I disagree. The management fee is
calculated on the gross costs. The management fee is
paid for predevelopment work uplto the time you break
ground, so whether the construction component is added
in or not it’s an irrelevant calculation. It’s a
calculation expressly designed and presented to make
it look like we've excessi&ely overcharged the
projects and that’s not the case.

0. So when you say the industry average is

five percent what’s the denominator in that
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calculation? The numerator is the total management

fees charged on the project, what’s the denominator?

A, All of the costs.

Q. Total costs, including construction
costs?

A, Yes.

Q. Did you ever turn your mind to the fact

that each and every one of these projects was facing
cash flow issues and that it might make sense to hold
off on paying management fees until those cash flow
iésues were resolved?

A, The cash flow issues would have been a
lot bigger if there was nobody advancing the progress

on these projects on a day-to~day basis. These

projects would have gone nowhere were it not for the

concentrated effort. of me and our.entire staff.

Q. Unlike how far they did go?

A, They went a long way.

Q. Right. Okay. And then if I can get
you to turn back to the actual report, page 4 of the
report, sir? Have a look at paragraph 5 of page 4.
Bnd feel free to read paragraph 5 but what the
recelver has done there is set out what the SMI
initial advance was and compared that with the

purchase price for each of the properties. Do you see
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that?

Al 'YesT

0. And then it has a loan to purchase
price ratio; you see that?

A, Mm-hmm.

Q. And the lowest one 1s 125 percent and
the highest one is 356 percent; do you see that?

A. Mm-hmm.

Q. And each and every time, except for
once, the property was purchased on the very date the
SMI was advanced, right, and the one time being Legaéy
Lane?

A. Yes.

~Q.. And did you ever turn your mind to the
fact that despite the fact that investors weré told
that these were secured investments that their SMI was
overleveraged between 125 percent and 356 percent on
each project?

A, I don’t believe they were
overleveraged.

Q; I see. Do you recall making
representations to investors that they would be
secured on the property that was owned by the
projects?

A, I referred to —-- you mean the
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individual SMI investors?

Q. Yes.

A. I mean, I might have had two or three
conversations in my life with individual SMI
investors.

Q. Right. Have you watched the YouTube
video that’s referenced at footnote 2 of the
receiver’s report?

A. I have not.

Q. Would it surprise you to learn that you
represented to investors that their investment would
be secured against the properties?

A, Well, to the extent they had first
mortgage'seCurity then yeah, of course they did.

MR. BEEFORTH: When you say “you” who are
you referring to? Because I have seen the video.

MR. BELL: ‘Mr; Davies.

MR. BEEFORTH: 1It’s a Tier 1 wvideo, not a
John Davies wideo.

MR, BELL: But Mr. Davies speaks in the
video.

MR. BEEFORTH: Pardon me?

MR. BELL: Mr. Davies speaké in the wvideo.
Maybe this is the wrong YouTube reference. Okay.

There is a YouTube video where Mr. Davies speaks. If
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it’s not this one ---

MR. BEEFORTH: I watched this one and Mr.
Davies doesn’t say anything.

MR. BELL: I apologize. There is one. 1I’11
send it to you. But that’s fair. I’11 withdraw the
question then -- and your answer then/ as well, sir.
BY MR. BELL:

Q. Do you recall ever telling an investor
their investment would be secured against the
property?

A, Let me ask you a question, I'm not sure
I understand where you’re going. The ---

Q. That doesn’t matter, sir, answer my
questioh. Do you recall ever telling an investor that
their investments would be secured against the
properties?

A, Is the Tier 1 mortgage not registered
on title?

Q. That’s not my question, sir, answer my
question. Do you recall ever telling an investor that
their investments would be secured against the
properties?

A, My answer is that the Tier 1 mortgages
are registered on title and are therefore secured on

title.
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Q. I think the problem is you’re trying to
go where I -- you're guessing what my insinuation is.
My question is much simpler than that. My question
is: do you have a recollection of ever telling an
invesﬁor that their investmeht would be secured
against the property?

A. And I am answering by sayihg if I did,
and I have no specific recollection, but if I did it
would be on the basis that the Tier 1 mortgage was
registered on title.'

Q. All right. And just going back quickly

to Mr. Harris, how did you come to meet Mr. Harris?

A. His father introduced me to him.
Q. How did you come to meet his father?
A, A co-worker of mine at the time, 20 odd

years ago, introduced me to him.

Q. And did you -- in what capacity did his
father introduce you to Greg Harris?

A, When his father was stepping away from
active involvement in the day-to-~day running of the
firm his father asked Greg to get involved.

Q. And when you say get involved -- sorry,
so had Mr. Harris ever served as your counsel? And by
Mr. Harris I mean the father.

A. Yes.
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Q. And had he ever served as counsel to
the'Davies deveiopers? |

A, No,

0. It was Jjust previous bdsiness
relationship you had?

A. Yes.

Q. And so then he introduced you to his

son Greg as a lawyer --

A, Yes.

Q. - to take over as your lawyer for ~--—

A. I met Greg before he became a lawyer
but

Q. And was Greg ever your or a corporation

that you were involved in lawyer before the Davies

developers?
A, Yes.
Q. Was he ever your personal lawyer?

A, He did real estate closings, if that
would be considered a personal lawyer.

Q. So was it you that then introduced Mr.
Harris to Mr. Singh?

A, No.

Q. Mr. Singh just happened to know Mr.
Harris?

A. Mr. Harris had represented a number of
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Singh’s businesses over the years.

Q. I see. Was it Mr. Harris that
introduced you to Mr. Singh?

A, Yes.

Q. I see. Okay. And had you gone looking
for financing from Mr. Harris and he suggested that
you go and see Mr. Singh?

A, Yes.

Q. And how did you meet Mr. Thompson?

A. A construction contractor introduced me

to him 24 years ago.

0. Your house is still listed for sale?
A. Yes.
Q. And you’re aware that we asked for your

consent to register the Mareva order in this

proceeding on the title to the Arizona property?

A, Yes.

0. And you refused to give us that
consent?

A, Yes;

Q. Why?

MR, BEEFORTH: You have his answer. He
provided it to Mr. Zweig over email, that’s our
answer.

REFUSAL NO. 3
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MR, BELL: Give me five minutes. Off the
record.
OFF THE RECORD AT 12:10 P.M. ---
UPON RESUMING AT 12:16 P.M, -~-
BY MR, BELL:

Q. I'm going to show you Schedule C, sir,
to the supplement to the receiver’s sixth report,
which is just the marketing materials. And as I've

seen them, each of them -- and the one 1 showed you is

QOakville, it’s page 2, but if you just look at the

- loan to value ratio it says, “The loan to value ratio

during development and construction shall not exceed
80 percent of the completed stabilized walue. Funds
will be advanced on a cost to completed basis and
certified by independent quantitative surveys’”, do you
see that?

| A. Yes.

Q. And are you aware of any of the Davies
developers ever getting independent quantitative
surveys?

A, Well, Cane is a chartered -- Royal
Institute of Chartered Surveyors.

Q. So your understanding was all of his
subsequent appraisals would qualify as an independent

quantitative survey?

NETWORK REPORTING & MEDIATION -~ (416)359-0305



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

440,

441.

442.

August 9th, 2017

A, Yes.

Q. And did Harris ever tell you that or
did you —---

A. I don’t recall ever having the
conversation with Harris.

Q. Did you ever have that conversation
with Mr. Singh?

A. No.

Q. Sir, how;are you paying for your
counsellin this proceeding?

MR. BEEFORTH: You know we’re not going to
answer that, Jon.
REFUSAL NO. 4

MR. BELL: I don’t accept that refusal.
Subject to undertakings, advisements and refusals

those are all my questions.

—-—— WHEREUPON THE EXAMINATION WAS ADJOURNED AT 12:18 P.M.
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I hereby certify that this is the
Cross-Examination of JOHN DAVIES,
taken before me to the best of my
skill and ability on the 9th day of

August, 2017,

Tracy Wingrove - Court Reporter

Reproductions of this transcript are in direct

violation of O,R. 587/91 Administration of Justice Act

January 1, 1990, and are not certified without the

original signature of the Court Reporter
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ONTARIO
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(COMMERCIAL LIST)
BEIWEEN:
/ CQURT Or
S ] KSY KOFMAN INC., IN ITS CAPACITY AS RECEIVER AND MANAGER

OF~\ CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT
CORPORATION, MEMORY CARE INVESTMENTS (KITCHENER)
‘Lm) MEMORY CARE INVESTMENTS (OAKVILLE) LTD., 1703858
OV T ARIO INC., LEGACY LANE INVESTMENTS LTD., TEXTBOOK
fmms:w(s 5 PRINCESS STREET) INC. AND TEXTBOOK (555 PRINCESS

= STREET) INC,
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- and -
JOHN DAVIES AND AEOLJAN INVESTMENTS LTD.
Defendants
NOTICE OF ACTION

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
plaintiff. The claim made against you is set out in the Statement of Claim served with this Notice
of Action.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting
for you must prepare a Statement of Defence in Form 18A prescribed by the Rules of Civil
Procedure, setve it on the plaintiff’s lawyer or, where the plaintiff does not have a lawyer, serve it
on the plaintiff, and file it, with proof of service, in this court office, WITHIN TWENTY DAYS
after this Notice of Action is served on you, if you are served in Ontario,

If you are served in another province or territory of Canada or in the United States of
America, the period for serving and filing your Statement of Defence: is forty days, If you are
served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a Statement of Defence, you may serve and file a Notice of
Intent to Defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to
ten more days within which to serve and file your Statement of Defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU.
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IF YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL

FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL
LEGAL AID OFFICE.,

TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DISMISSED if'it
has not been set down for trial or terminated by any means within five years after the action was
commtenced unless otherwise ordered by the court.

il 5

Date J(,(/VL@ Lp !ZD[?’" Issued. by

Y Ldeal Registrar
Address of
court office: 330 University Avenue 4
Toronto, ON M5G 1B6- | £

TO: JOHN DAVIES
24 Country Club Drive
King City, ON
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2355 Skymark Avénue, Suite 300
Mississauga, ON
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24 Country Club Drive

King City, ON
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1, The plaintiff, KSV Kofiman Inc. (“KSV”), solely in its capacity as receiver-and manager of

3.

CLAIM

certain property of Scollard Development Corporation (“Scollard™), Memory Care Investments

(Kitchener) Ltd. (“Kitehener), 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™),

capacity, claims. against the defendants, John Davies (“Davies™) and Aeolian Investments Lid.

(“Aeolian™ and, together with Davies, the “Deéfendants™), jointly and severally (as applicable):

(a)

(b)

(©

a constructive trust and/or damages in the sum of $50,000,000 or, in the alternative,
damages in an amount to be assessed or determined by this Honourable Coutt, for
Davies’ fraud, deceit, conspiracy, breach of fiduciary duty, negligence, conversion,
unlawful means tort and unjust enrichment, and for Aecolian’s fraud, deceit,

conspiracy, unlawful means tort and unjust enrichment;

a declaration that the plaintiff is entitled to trace the Receivership Companies’
assets into the hands of the Defendants and a declaration that the Defendants hold

those assets as constructive trustees for the plaintiff}

an interim, interlocutory and permanent order, in the form of a worldwide Mareva
injunction, restraining 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, whether directly or indirectly, from
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selling, liquidating, removing, dissipating, alienating, transferring, assigning,

encumbering, or similarly dealing with any of their assets, wherever situate;

a declaration that the liability of Davies arises out of fiaud, embezzlement,
misappropriation and/or defalcation while acting in a fiduciary capacity for
purposes of section 178(1)(d) of the Bankruptey and Insolvency Aet, RSC, 1985, ¢

B-3, as amended;

special damages, including all costs and expenses arising out of the detection,
investigation, and quantification of the losses suffered by the Receivership

Companies, in an amount to be particularized prior to trial;
punitive or exemplary damages in an amount to be particularized prior to trial;

pre-judgment and post-judgment interest on a. compound basis or, alternatively,

pursuant to the Courts of Justice Act, RSO 1990, ¢ C 43, as amended;

costs of this action, including the costs of any and all interim and interlocutory
motions, on a full indemnity or other appropriate scale, including all applicable

taxes; and

such further and other relief, including equitable relief and-constructive trusts in

favour of the plaintiff, as this Honourable Court deems just.’

2. The plaintiff, KSV, is the ¢ourt-appointed receiver and manager of certain property of the

Receivership Companies appointed pursuant to orders of the Ontario Superior Court of Justice
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(Commercial List) dated February 2, 2017, April 28, 2017 and May 2, 2017. Each of the

! Receivership Companies in respect of which KSV has been appointéd receiver and manager was

advanced mondes on a secured basis by various trust cerporations, which monies had been raised

from investors through syndicated mortgages for particular real estate development projects

specific to the respective Receivership Companies. In partticular:

(a)

(b)

(c)

Scollard is a company incorporated pursuatit to the laws of Ontario. It was
advanced monies on a secured basis by Scollard Trustee Corporation (“Scollard

Trast Co.”), which nionies had been raised from investors through a syndicated

mortgage for a particular real estate development project specific to Scollard, The

sole officer and director of Scollard is Davies,

Kitchener is a company i‘noérporated pursuant to the laws of Ontario. It was
advaﬁced monies on a secured basis by MC Trustee (Kitchener) Ltd. (“Kitchener
Trust Co.”), which monies had been raised from investors through a syndicated
mortgage fora particular real estate development project gpecific to Kitchener. The

sole officer and director of Kitchener is Davies,

Qakville is a company incorporated pursuant to the laws of Ontario, It was
advanced monies on a secured basis by 2223947 Ontario Limited
(“Oakville/Burlington/Legacy Lane Trust Co.”), which moniés had been raised
from investors through a syndicated mortgage for a particular real estate
development project specific to Oakville, The sole officer and director of Oakville

is Davies.
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Burlington is a company incorporated pursuant to the laws of Ontario. It was

advanced monies on a secured basis by the Oakville/Burlington/Legacy Lane Trust

Co., which monies had been raised from investors through a syndicated mortgage
for a particular real estate development project specific to Burlington. The sole

officer and director of Burlingten is Davies.

Legacy Lane is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by the Oakville/Burlington/Legacy Lane Trust
Co., which monies had been raised from investors through a syndicated mortgage
for a particular real estate development project specific to Legacy Lane. The sole

officer and director of Legacy Lane is Davies.

525 Princess is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by Textbook Student Suites (525 Princess
Street) Trustee Corporation (“525 Trust Co.”), which monies had been raised from
investors through a syndicated mortgage for a particular real estate development
project specific to 525 Princess. The only officers and ditectors of 525 Princess are

Davies and Walter Thompson (“Thompson™).

555 Princess is a company incorporated pursuant to the laws of Ontario. It was
advanced menies on a secured basis by Textbook Student Suites (555 Princess
Street) Trustee Corporation (“555 Trust Co.” and together with Scollard Trust Co.,
Kitchener Trust Co., Oakville/Burlington/Legacy Lane Trust Co. and 525 Trust
Co., the “Trust Companies™), whichi monies had been raised from investors

through a syndicated mortgage for a particular real estate development project
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specific to 555 Princess. The only officers and directors of 555 Princess are Davies

and Thompson,

3. The defendant, Davies, is an individual residing in King City, Ontario. He was, at all

material times, a director and officer of the Receivership Companies.

4, The defendant, Aeolian, is a company incorporated pursuant to the laws of Ontario,
Aeolian’s mailing address is Davies’ personal residence in King City, Ontario. Aeolian is directly

owned by Davies’ spouse and children: Judith Davies, Sarah Davies and Jessica Davies.
Background

5. This action is in respect of a fraudulent scheme whereby the Defendants misappropriated
millions of dollars from the investing publie by diverting funds from the Receivership Companies
(and the respective real estate development projects in which the funds were required to be
invested) through corporate structures Davies controlled to, imfer alia, himself, his family

members and other parties related to him, including Aeolian.

6. The Defendants’ conduct has exposed the Receivership Companies to significant liabilities
in the form of claims for damages and losses from their creditors, ineluding the innocent irivestors

whose funds they misappropriated.
The Loan Agreements

7. Under the loan agreements between the respective Receivership Companies and the
applicable Trust Companies (the “Loan Agreements”), the funds advanced from the Trust

Companies to the Receivership Companies were to be used to purchase real property and to pay
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the soft costs associated with the specific real estate development projects (the “Projects™) for

which the funds were invested and advanced.

8. In raising the monies from investors, the Receivership Companies covenanted that they
would not, without the consent of the applicable Trust Company (subject to certain limited
exceptions), “use the proceeds of any Loan Instalment for any purpeses other than the

development and construction of the project on the Property”.
Prohibited Management Fees

9. Contrary to the Loan Agreements and the Receivership Companies’ ¢ontractual and legal
obligations, Davies caused the Receivership Companies to improperly pay millions of dollars in
management fees to his family members and other related parties, notwithstanding that the
Receivership Companies never entered into atfiy management services agreements or received

services that would justify such payments.

10,  Specifically, Davies caused Scollard, Oakville, Kitchener, Burlington, Legacy Lane, and a
non-Receivership Company that Davies controls, McMurray Street Investments Ino.

(“McMurray™), to transfer $4.069 million in prohibited management fees to Aeolian:
(a) Scollard transferred $1,244,000 to Aeolian;
(b)y  Oakville transferred $1,112,000 to Aeolian;
©) Kitchener transferred $506,000 to Aeolian;
(d)  Burlington transferred $592,000 to Aeolian;

(e) Legacy Lane transferred $341,000 to Aeolian; and
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9.
()  McMurray transferred $274,000 to Aeolian,
11.  These payments are all prohibited under the Loan Agreements.
Further Potentially Improper Management Fees

12.  Pursuant to Section 7.02(c) of the Loan Agreements with 525 Princess and 555 Princess,
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.

13.  Davies caused 525 Princess and 555 Princess to transferto Aeolian (purportedly in respect
of managet‘nent fees) amounts that appear to be unreasonable, particularly given that these
Receivership Compani‘e“s never entered into any managenient agreements with Aieo:l‘ian and the
Projects for which the funds were advanced have achieved very limited progress (they both remain

in the pre-construction phase).
Improper Transfers to TSI, TSSI and MCIL

14.  Contrary to the Loan Agreements and the Receivership Companies’ contractual and legal
obligations, Davies caused certain of the Receivership Companies to improperly transfer millions
of dollars to Textbook Suites Inc. (“T'SI”"), Textbook Student Suites Inc. (“TSSI””) and Memory
Care Investments Ltd. (“MCIL”), the parent companies of Kitchener, Oakville, Burlington, 525

Princess and 555 Princess, all three of which are owned, in part, by Aeolian.

15.  These funds were transferred to TSI, TSSI and MCIL by cheque. The memo line on each of

the cheques indicated that payment was a “loan”, notwithstanding that:
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() none of these “loans” were documented;

b) no interest has been received by any of the applicable Recelvership Companies on

account of any such “loan”; and

(c) the relevant Loan Agreements do not permit the applicable Receivership.

Companies to make these [oans,
Improper Dividends

16.  Davies also caused certain Receivership Companies to improperly pay significant
dividends to Aeolian. Specifically, Davies caused 525 Princess and 555 Princess to each pay

$250,000 in dividends to Aeolian.

17.  While the payment of dividends is permitted under the Loan Agreements in certain
circumstances, dividends are only to be paid from the “exeess proceeds after the [real estate
development property] has been acquired”. In each instance, Davies caused the dividends to be
paid immediately after 525 Princess and 555 Princess received the funds from the applicable Trust
Company at a time when 525 Princess and 555 Princess had no profits, Further, as a result of the

payment of dividends and the payments to related parties, 525 Princess and 555 Princess

‘essentially had no further monies to advance their respective Projects.

18. These dividend distributions caused or contributed to 525 Princess and 555 Princess

becoming insolvent (if they were not already insolvent at the time of payment).
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Improper Payments to Davies’ Family Members

19, Davies also caused certain of the Receivership Companies to make further payments
directly to his spouse and children for services purportedly rendered by them in connection with
the Projects. These services were not provided, or the payments in respect of any services that
were proyided are unreasonable. These payments are prohibited under the applicable Loan

Agreements and constitute a breach of the Loan Agreements.
Improper Inter-Company Transfers and Transfers to Affiliates

20. In further contravention of the Looan Agreements, Davies routinely caused the Receivership
Companies to improperly transfer monies between entities and to affiliates, including over $17
million to and among the Receivership Companies and certain non-Receivership Companies that
Davies controls, including Textbook Ross Park Inc., Textbook (445 Princess Street) Inc,,

Textbook (774 Bronson Avenue) Inc. and McMuwray,

21.  Davies also caused the Receivership Companies to improperly transfer monies to
Lafontaine Terrace Management Corporation (“Lafontaine”) and Memory Care Investments
(Victoria) Ltd. (“MC Victoria”) — two companies in respect of which Davies is the sole director

and officer. Specifically:

(a) Scollard, Legacy Lane, Burlington and Oakville improperly transferred a total of

$324,000 to Lafontaine; and
(b) Legacy Lane improperly transferred $15,000 to MC Victoria,

22,  These transfers are prohibited under the applicable Loan Agreements and constitute a

breach of the Loan Agreements.
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Misappropriation of Funds to Finance the Purchase of the Ottawa Property

23.  Davies also improperly diverted further funds from 555 Princess and Kitchener (and the
respective Projects in which the funds were required to be invested) to a non-Receivership
Company that he controls, Textbook (256 Rideau St.) Inc. (“Rideau”), to finance Rideau’s
purchase of real property municipally described as 256 Rideau Street, Ottawa, Ontario and 211

Besserer Street, Ottawa, Ontario (collectively, the “Ottawa Property™),

24.  The Ottawa Property was purchased by Rideau on or around November 6, 2015 for $11

million.

25.  Immediately prior to Rideau’s purchase of the Ottawa Propeity, on Octeber 27, 2015,
Davies caused 555 Princess to improperly transfer $1.39 million to Rideau, and he caused
Kitchener to improperly transfer $111,000 to Rideau, both by way of cheque., The cheques were.

bath sigried by Davies.

26.  The funds were transferred from 555 Princess and Kitchener to Rideau for no
consideration, for an illegitimate business purpose and in contravention of the relevant Loan
Agreements. Despite the fact that the funds were required to be used for specific Projects to be
respectively undertaken by 555 Princess and Kitchener, Davies caused the funds to be transferred
to Rideau with complete disregard for the separate corporate identities of 555 Princess, Kitchener
and Rideau and the contractual and legal obligations of the parties, which had the result of

sheltering assets and frustrating both 555 Princess’s and Kitchener’s credifors.
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27.  Following Rid cau’s acquisition of the Ottawa Property, Davies caused a further $61,200 to
be impropetly transferred to Rideau from 555 Prineess, 525 Princess and Burlington by way of

cheques, each of which was also signed by Davies. Specifically:
(a) $2,200 was transferred by Burli:ngton to Rideau on November 5, 2015;
(by  $36,000 was transferred by 555 Princess to Rideau on December 17, 2015;
(¢)  $7,000 was transferred by 555 Princess to Rideau on May 31, 2016; and
(d)  $16,000 was transferred by 525 Princess to Rideau ori June 20, 2016.

28.  Despite the fact that these funds were required to be used for the specific Projects to be
respectively undertaken by 355 Princess, 525 Princess and Burlington, the $61,200 was jcrans'f.erred
to Rideau for no consideration, for an illegitimate business purpose and in eontravention of the

relevant Loan Agreements,

29. - On May 16, 2016, KSV (in its capacity as receiver and manager of 555 Princess, 525
Princess, Kitchener and Burlington) sought an order, on an ex parte basis, for the issuance and
registration of Certificates of Pending Litigation (“CPLs”) on title to the Ottawa Property. On
May 17, 2017, the Court granted the order (the “CPL Order”) and the CPLs were registered on
title. Neither Davies nor Rideau, nor any other party, has since contested the CPL Order or the

registration of the CPLs on title.
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The Defendants? Fraud and Deceit

30.

particulars of the fraudulent scheme are only fully known to the Defendants at this time, they

The Defendants perpetrated the fraudulent scheme described herein. Although the precise

ineclude, without [imitation:

3L

(a)  knowingly concealing and falsely representing the relationships between

themselves and other related, non-arm’s length parties;

(b) knowingly directing and causing prohibited payments and transfers to be- made by
the Receivership Companies to such related, non-arm’s length parties, including

payments and transfers for which no goods or services of value were provided;

(¢)  dishonestly diverting funds (which were effectively trust funds) from the

Receivership Companies to shell corporations and a network of non-arm’s length

parties to obtain secret profits for their own benefits; and

(dy intentionally and deceitfully directing payments to shell corporations and a network

of non-arm’s length parties to covertly divert funds from the Receivership

Companies, shelter the funds, avoid detection and thwart recovery attempts.

All of the above caused detriment and deprivation to the Receivership Companies.

The Defendants” Conspiracy

32.

design, to perpetrate the fraudulent scheme described herein. The full particulars of the agreement

The Defendants acted in combination or in concert, by agreement or with a common
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or common design are only fully known to the Defendants at this time, but furthér particulars will

be provided in advance of trial.

33.  The Defendants” conduct in perpetrating the fraudulent scheme was unlawful (including
the torts and other wrongful acts and omissions deseribed herein) and directed towards the
Receivership Companies and their creditors, including the innocent investors whose funds they
misappropriated. The Defendants knew that injury to the Receivership Companies and their

creditors was likely to result in the circumstances, and such injury did result.

34,  The predominant purpose of the Defendants” conduct was to intentionally harm the

Receivership Companies and their ereditors, and the Defendants’ conduet did harm them.

35.  The Defendants are liable to the Receivershijp Companies for predominant purpose

conspiracy and unlawful act conspiracy, amongst other things.
Davies’ Breach of Fiduciary Duty and Negligence

36. By virtue of the positions Davies held, he was a fiduciary of the Receivership Companies
and owed each of them fiduciary duties, contractual duties, statutory duties (including pursuant to
sections 71 and 134 of the Business Corporations Act, R8O 1990, ¢ B 16, as amended) and a duty

of care to, among other things:
(a) act honestly and in good faith with a view to their beést interests;
(b)  avoid improper self-dealing;

(c) avoid conflicts of interest; and
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(d) exercise the care, diligence and skill that a reasonably prudent person would

exercise in comparable circumstances.

37. By reason of the facts described above, Davies breached these duties arid failed.to act in a

manner that was required of him as a director and an officer of the Receivership Companies.

38.  The Receivership Companies were vulnerable to the unilateral exercise of Davies’
discretion and power, particularly given that he was the controlling mind and management of the
Receivership Companies, By reason of the facts described above, Davies breached his duties to
tﬁe Receivership Companies, including his fiduciary and other duties owéd, including but not

limited to his duties of good faith, honest performance and loyalty.

39, By reason of t‘hé facts described above, Davies also breached express and/or implied terms
of his employment agreement with the Reeeivership Companies. Among other things, Davies
was, at a minimum, requited to conduct himself and the operations of the RfeceiiVershib Companies
in a competent and lawful manner, which he failed to do. Davies* conduct breached the standard
of care required of him and he was grossly negligent in the performance of his duties as an officer

of the Receivership Companies.

40,  Davies effectively treated the Receivership Companies as his own personal fiefdom,
without due regard for transparency, disclosure, the avoidance of self-dealing and confliets of
interest, or corporate separateness, amongst other things. He effectively operated each of the
Receivership Companies as his own personal corporation and saw their assets as his own. This
resulted in his failure to act in the best interests of the Receivership Companies; including by
defrauding the Receivership Companies and enriching himself and parties related to him at the

expense of the Receivership Companies and their creditors.

1657



-17-

The Unlawful Means Tort

41, By virtue of the Deféndants’ acts and omissions as described herein, they intentionally
inflicted economic harm on the Receivership Companies and their creditors. In doing so, they
used unlawful means (including but net limited to fraud, deceit and conspiracy) as against third

parties, including the innocent investors whose funds they misappropriated.
The Defendants’ Conversion

42,  The Receivership Companies were in possession of, or entitled to immediate possession of,
the specific and identifiable funds described above, The Défendants intentionally and wrongfully
converted the Receivership Companies’ finds fortheir own use inconsistent with the Receivership
Companies’ right of possession and other rights, and thereby deprived the Receivership
Companies (and their ereditors) of the benefit 6f the funds, exposing them to significant liabilities,

K8V is entitled to recover the entire amount the Defendants have converted.
The Defendants’ Unjust Enrichment

43. By virtue of the facts set out above, the Defendants and parties related to the Defendants
have been unjustly enriched. The Receivership Companies have suffered a corresponding
deprivation, and there is no juristic reason foi the Defendants’ enrichment or for the Receivership
Companies’ corresponding deprivation. There is no reason why the Defendants should not be held

to account for their enrichment and for the damages they have caused.

Constructive Trust(s)

44,  The Defendants received and retained the Receivership Companies’ funds with full

knowledge of the fraud, deceit, conspiracy and conversion they had committed, and with full
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knowledge of Davies” breach of his fiduciary and other legal duties owed to the Receivership
Companies. By virtue of facts described herein, including, among other things, the Defendants’
unjust enrichment, the Defendants hold all funds that they diverted, misappropriated and
improperly received from the Receivership Companies as trustees of a constructive trust (or trusts)

for the benefit of the plaintiff.
Davies’ Liquidation and Alicnation of Assets

45,  Following his improper conduct as described above, and after the commencement of the
receivership proceeding in January 2017, Davies embarked on a course of conduct designed to
liquidate his assets and put them beyond the reach of the Receivership Companies and their
creditors, Among other things, on April 25, 2017, Davies sold his cottage located in Gravenhurst,
Ontario for aﬁproximately $3 million. Davies also sold his personal residence located in King
City, Ontario, which he jointly owns with his spouse, though the transaction has not yet closed.

The listing price for the residence was $1.6 million.
Losses and Harm

46.  The conduct of the Defendants as described above has caused, and is continuing to cause,
significant damage to the Receivership Companies and their creditors, including financial losses
and loss of profitable business opportunities, the full extent of which has not yet fully materialized

and is not yet fully known to KSV at this time.

47.  The secured debt obligations of the Recelvership Companies currently total approximately
$65,281,000, including approximately $59,331,000 owing to the Trust Companies (being monies

raised by the Trust Companies from investors) and the balance owing to other lenders, primarily
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mortgagees. Virtually the only valuable assets the Receivership Companies currently have to
satisfy these secured debt obligations (and ’all the other debt obligations dnd liabilities of the
Receivership Companies) are the real properties for which the Receivership Companies
collectively paid app.;roximately $22,455,000. The creditors of the Receivership Companies will
suffer a significant shortfall that cannot be precisely determined at this time but is expected to total

tens of millions of dollars.
48,  Full particulars of the Receivership Companies® damages will be provided prior to trial,

49, The conduct of the Defendants as described above has also caused, and is continuing to
cause, irreparable harm to the Receivership Companies-and their creditors. In the absence of relief
from this Honourable Court, the Defendants will be able to continue liquidating assets and
alienating them, thereby causing the Receivership Companies and their creditors further harm

which would not be compensable in damages alone.

50,  The plaintiff has incurred, and is continuing to incur, costs and out-of-pocket expenses
relating to investigations into the Defendants’ misconiduot, which special damages shall be

particularized prior to trial,

51. The Defendants’ actions constitute a wanton, callous, high-handed and outrageous
disregard for the Receivership Companies’ rights and interests, and for the rights and interests of
their creditors, including the investing public whose funds they misappropriated. The Defendants
deliberately and wilfully undertook the fraudulent and unlawful activities desctibed herein in an
underhanded manner, knowing that their conduet was wrong and would cause harm to the

Receivership Companies and their creditors. The Defendants’ conduct ought to attract the
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disapproval of this Honourable Court and result in a material award of punitive or exemplary

damages.

52, Given the duplicitous and deceitful manner in which the Defendants have acted, together
with all the surrounding citcumstances, including Davies’ sale of both his cotfage and personal
residence shortly after the réceivership proceedings were commenced, there is a real and
demonstrated risk that the Defendants will permanently abscond with the Récjc'i‘veli"sh:ip‘
Companies’ funds and dissipate assets to avoid enforcement of any judgment the plaintiff may
ultimately obtain, In all the circumstances, interim and interlocutory injunctive relief, inter-alia,
enjoining the Defendants from accessing, liquidating, dissipating, alienating or otherwise dealing

with their assets pending disposition of the matter on the merits is necessary, just and apprepriate.
Place of Trial

53, K8V proposes that the trial of this action take place in the City of Toronto-in the Province

of Ontario.

June 6, 2017 BENNETT JONES LLP
3400 One First Canadian Place
P.O. Box 130
Toronto ON M5X 1A4

Sean Zweig (LSUC#57307I)

Phone: (416) 777-6254

Email: zweigs@bennettjones.com
Jonathan Bell (LSUC#55457P)

Phone: (416) 777-6511

Email: bellj@bennettjones.com

Facsimile:  (416) 863-1716

Lawyers for the Plaintiff
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KSV KOFMAN INC. in its capacity as Receiver and Manager of V. JOBN DAVIES et al.
Certain Property of Scollard Development Corporation, et al.
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ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

PROCEEDING COMMENCED AT
TORONTO

NOTICE OF ACTION

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

Toronto ON M5X 1A4

Sean Zweig (LSUC#573071)

Phone: (416) 777-6254
Email: zweigs@bennettjones.com

Jonathan Bell (LSUC#55457P)

Phone: (416) 777-6511
Email: bellj@bennettjones.com

Faesimile:  (416) 863-1716

Lawyers for the Plaintiff
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Court File No. CV-17-11822-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:

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

Plaintiff

-and -

AEOLJAN INVESTMENTS LTD., JOHN DAVIES IN HIS PERSONAL
CAPACITY AND IN HIS CAPACITY AS TRUSTEE OF BOTH THE
DAVIES ARIZONA TRUST AND THE DAVIES FAMILY TRUST,
JUDITH DAVIES IN HER PERSONAL CAPACITY AND IN HER
CAPACITY AS TRUSTEE OF THE DAVIES FAMILY TRUST, AND
GREGORY HARRIS SOLELY IN HIS CAPACITY AS TRUSTEE OF THE
DAVIES FAMILY TRUST

Defendants

FRESH AS AMENDED STATEMENT OF CLAIM
Notice of Action issued on June 6,2017

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the plaintiff,
The claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting for you
must prepare a statement of defence in Form 18A prescribed by the Rules of Civil Procedure,
serve it on the plaintiff's lawyer or, where the plaintiff does not have a lawyer, serve it on the
plaintiff, and file it, with proof of service, in this court office, WITHIN TWENTY DAYS after
this statement of claim is served on you, if you are served in Ontario.

If you are served in another province or territory of Canada or in the United States of America,
the period for serving and filing your statement of defence is forty days. If you are served outside
Canada and the United States of America, the period is sixty days.
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Instead of serving and filing a statement of defence, you may serve and file a notice of intent to
defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to ten more
days within which to serve and file your statement of defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU.
IF YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY
LEGAL FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A
LOCAL LEGAL AID OFFICE.

TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DISMISSED if it has not
been set down for trial or terminated by any means within five years after the action was
commenced unless otherwise ordered by the court.

DATE: August 30, 2017 Issued by:

Local Registrar
Address of Court Office:

330 University Avenue
Toronto, ON M5G 1R7

TO: DENTONS CANADA LLP
77 King Street West, Suite 400
TD Centre
Toronto, ON M5K 0A1

Michael Beeforth

Phone: (416) 367-6779

Email: michael.beeforth@dentons.com
Facsimile: (416) 863-4592

Lawyers for the Defendants,
John Davies, Judith Davies and Aecolian
Investments Ltd.

AND TO: GREGORY HARRIS
2355 Skymark Avenue, Suite 300
Mississauga, ON L4W 4Y6
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CLAIM

L, The plaintiff, KSV Kofman Inc. (“KSV™), solely in its capacity as receiver and manager
of certain property of 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”) (collectively, the “Receivership Companies”), and not in its
personal capacity or in any other capacity, claims against the defendants, Aeolian Investments
Ltd. (“Aeolian”), John Davies (“Mr. Davies”) in his personal capacity and in his capacity as
trustee and/or representative of both the Davies Arizona Trust (the “Arizona Trust”) and the
Davies Family Trust (the “Family Trust”), Judith Davies (“Ms. Davies”) in her personal
capacity and in her capacity as trustee and/or representative of the Family Trust, and Gregory
Harris solely in his capacity as trustee and/or representative of the Family Trust (“Mr. Harris”
and collectively with Aeolian, Mr. Davies and Ms. Davies, the ‘“Defendants”), jointly and

severally (as applicable):

(a) a constructive trust and/or damages in the sum of $50,000,000 or, in the
alternative, damages in an amount to be assessed or determined by this
Honourable Court, for the Defendants’ fraud, deceit, conspiracy, conversion,
unlawful means tort and/or unjust enrichment, and for Mr. Davies’ breach of

fiduciary duty and negligence;

1665



(b)

(©)

(d)

(©)

®

orders for restitution, an accounting, and disgorgement of all assets, properties,

and funds belonging to the Receivership Companies and improperly diverted by

or to the Defendants or any person, corporation or other entity on their behalf;

a declaration that the plaintiff is entitled to trace the Receivership Companies’
assets, propertics, and funds into the hands of the Defendants, and a declaration
that the Defendants hold those assets, properties, and funds as constructive

trustees for the plaintiff;

a constructive trust and tracing or following order in respect of all assets,
properties, and funds belonging to the Receivership Companies and improperly
diverted by or to the Defendants or any person, corporation or other entity on their

behalf, and in respect of the traceable products thereof;

an interim, interlocutory and permanent order, in the form of a worldwide Mareva
injunction, restraining 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, whether directly or indirectly, from
selling, liquidating, removing, dissipating, alienating, transferring, assigning,

encumbering, or similarly dealing with any of their assets, wherever situate;

a declaration that the liability of Mr. Davies arises out of fraud, embezzlement,
misappropriation and/or defalcation while acting in a fiduciary capacity, and/or
that the liability of Mr. Davies, Ms. Davies and Mr. Harris arises from obtaining

property or services by false pretences or fraudulent misrepresentation, for
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purposes of sections 178(1)(d) and/or 178(1)(e) of the Bankruptcy and Insolvency

Act, RSC, 1985, ¢ B-3, as amended,;

(2) special damages, including all costs and expenses arising out of the detection,
investigation, and quantification of the losses suffered by the Receivership
Companies, in an amount to be particularized prior to trial;

(h) punitive and/or exemplary damages in an amount to be particularized prior to
trial;

@ pre-judgment and post-judgment interest on a compound basis or, alternatively,
pursuant to the Courts of Justice Act, RSO 1990, c C 43, as amended;

) costs of this action, including the costs of any and all interim and interlocutory
motions, on a full indemnity or other appropriate scale, including all applicable
taxes; and

(k) such further and other relief, including equitable relief and constructive trusts in
favour of the plaintiff, as this Honourable Court deems just.

Parties
2. The plaintiff, KSV, is the court-appointed receiver and manager of certain property of the

Receivership Companies appointed pursuant to orders of the Ontario Superior Court of Justice

(Commercial List) dated February 2, April 28 and May 2, 2017. Each of the Receivership

Companies in respect of which KSV has been appointed receiver and manager was advanced

monies on a secured basis by various trust corporations, which monies had been raised from
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investors. through syndicated mortgage investments (“SMIs”) for particular real estate

development projects specific to the respective Receivership Companies. In particular:

(a)

(b)

(c)

(d)

Scollard is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by Scollard Trustee Corporation (“Scollard
Trust Co.”), which monies had been raised from investors through a SMI for a
particular real estate development project specific to Scollard. The sole officer

and director of Scollard is Mr, Davies.

Kitchener is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by MC Trustee (Kitchener) Ltd. (“Kitchener
Trust Co.”), which monies had been raised from investors through a SMI for a
particular real estate development project specific to Kitchener. The sole officer

and director of Kitchener is Mr. Davies,

Oakville is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on ~a secured basis by 2223947 Ontario Limited
(“Oakville/Burlington/Legacy Lane Trust Co.”), which monies had been raised
from investors through a SMI for a particular real estate development project

specific to Oakville. The sole officer and director of Oakville is Mr. Davies.

Burlington is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by the Oakville/Burlington/Legacy Lane
Trust Co., which monies had been raised from investors through a SMI for a
particular real estate development project specific to Burlington. The sole officer

and director of Burlington is Mr. Davies.
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(e) Legacy Lane is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by the Oakville/Burlington/Legacy Lane
Trust Co., which monies had been raised from investors through a SMI for a
particular real estate development project specific to Legacy Lane. The sole

officer and director of Legacy Lane is Mr. Davies.

® 525 Princess is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by Textbook Student Suites (525 Princess
Street) Trustee Corporation (“525 Trust Co.”), which monies had been raised
from investors through a SMI for a particular real estate development project
specific to 525 Princess. The only officers and directors of 525 Princess are Mr.

Davies and Walter Thompson (“Mr. Thompson”).

(2) 555 Princess is a company incorporated pursuant to the laws of Ontario. It was
advanced monies on a secured basis by Textbook Student Suites (555 Princess
Street) Trustee Corporation (“555 Trust Co.” and together with Scollard Trust
Co., Kitchener Trust Co., Oakville/Burlington/Legacy Lane Trust Co. and 525
Trust Co., the “Trust Companies™), which monies had been raised from investors
through a SMI for a particular real estate development project specific to 555
Princess. The only officers and directors of 555 Princess are Mr, Davies and Mr.

Thompson.

3. The defendant, Mr. Davies, is an individual residing in King City, Ontario. He was, at all
material times, a director and officer of the Receivership Companies and other relevant entities.

He was also, at all material times, the trustee and/or representative of the Family Trust, together



I

with Ms. Davies and Mr. Harris. He was also, at all material times, the sole trustee and/or

representative of the Arizona Trust.

4, The defendant, Ms. Davies, is an individual residing in King City, Ontario. She is Mr.
Davies’ spouse. She was, at all material times, the trustee and/or representative of the Family

Trust, together with Mr. Davies and Mr. Harris.

5. The defendant, Mr. Harris, is an individual residing in King City, Ontario. He is a
licensed Ontario lawyer in private practice. He was, at all material times, the trustee and/or
representative of the Family Trust, together with Mr. Davies and Ms. Davies., Mr. Harris is a
party to this litigation solely in his capacity as the trustee and/or representative of the Family
Trust and not in his personal capacity or in any other capacity. All allegations and claims against

Mr. Harris relate exclusively to his role as trustee and/or representative of the Family Trust.

6. While the plaintiff’s investigation into the SMI scheme is presently ongoing, the plaintiff
has discovered no reason to date to believe that Ms. Davies or Mr, Harris, in their capacities as
trustees of the Family Trust, engaged in any fraudulent, deceitful or other misconduct relating to
the Family Trust. Nevertheless, given that the Family Trust improperly received and retained
funds that were initially sourced from SMI monies advanced to the Receivership Companies, one
or more of the trustees of the Family Trust caused, directed and/or had knowledge of such
improper transfers, The role that each of the trustees played (or did not play) in these improper
transfers is known only to the Defendants. In any event, each of the trustees of the Family Trust
must be named as a defendant to allow the plaintiff to obtain the sought after relief regarding the

assets improperly funneled to the Family Trust.
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7. The Family Trust and the Arizona Trust are trusts that were established by or at the
direction of Mr. Davies in or around 2003 and 2013, respectively. The beneficiaries of the
Family Trust are Mr. Davies, Ms. Davies and the Davies children: Jessica Deborah Davies, Sarah
Ramona Davies, Andrew John Davies and Walter Robert Jackson Davies (collectively, the
“Davies Children”), as well as any future children and issue of Mr. Davies. The beneficiaries of
the Arizona Trust are the Davies Children. Mr. Davies, in his capacity as sole trustee of the
Arizona Trust, owns, among other things, real property municipally described as 35411 N. 66"
Place in Carefree, Arizona, United States (the “Arizona Property”), that was acquired with
funds from Aeolian, which were initially sourced from SMI monies advanced to the

Receivership Companies and related entities.

8. The defendant, Aeolian, is a company incorporated pursuant to the laws of Ontario.
Aeolian’s mailing address is Mr, and Ms. Davies’ personal residence in King City, Ontario.
Aeolian is directly owned by Ms. Davies and the Davies Children. Mr. Davies is Aeolian’s sole
officer and director. Aecolian is a direct or indirect shareholder of each of the Receivership
Companies. Specifically, Aeolian is a direct shareholder of Scollard and Legacy Lane. Aeolian
is also a sharcholder of Memory Care Investments Ltd. (“MCIL”), which is a shareholder of
Kitchener, Oakville and Memory Care Investments Burlington Ltd. (“MC Burlington”), which
wholly owns Burlington. Aeolian is a shareholder of Textbook Student Suites Inc. (“TSSI”),
which is a shareholder of 525 Princess and 555 Princess. Aeolian is also a shareholder of
Textbook Suites Inc. (“TSI”), which is a shareholder of Textbook (445 Princess Street) Inc.

(“445 Princess”), a non-Receivership Company.
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Background

9. This action is in respect of a fraudulent SMI scheme whereby the Defendants conspired
with one another to misappropriate millions of dollars from the investing public by diverting
funds from the Receivership Companies (and the respective real estate development projects (the
“Projects”) for which the funds were specifically advanced) through corporate structures Mr.
Davies directly and/or indirectly controlled to, inter alia, himself, his family members (including
Ms. Davies) and other parties related to them (including Aeolian, the Family Trust and the

Arizona Trust).

10. For each of the Receivership Companies’ Projects, the applicable Receivership Company
was advanced monies that were raised from investors through SMI offerings, which were

sourced by Tier 1 Transaction Advisory Inc. and/or related entities (collectively, “Tier 17).

11.  To support the amounts raised, the Receivership Companies retained an appraiser to
provide estimated hypothetical market values of the subject sites, assuming they could be
developed. The appraisals were based on several other assumptions, including: (i) development
costs, as estimated by the applicable Receivership Company and as set out in the applicable
Project pro forma, remaining consistent with the budget; (ii) the necessary planning approvals
being obtained in a timely manner; and (iii) the development being commenced in a timely

manner.

12.  Importantly, certain of the Project pro formas on which the appraisals were based
contained false and/or materially inaccurate and misleading information. For instance, certain of

the pro formas:

10
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(a) reflected an equity injection by the respective Receivership Company, but in no
case was such an equity contribution ever made by Mr. Davies or any of the other

shareholders of the Receivership Companies;

(b) failed to account for a significant portion of the initial costs, consisting of fees
payable to Tier 1, amounts due to agents who sold the SMI products to investors,
professional costs and amounts to fund a one-year interest reserve (the “Initial

Costs”); and

(©) did not reflect the payment of dividends, which, as described in more detail
below, were paid from the initial SMI advances for each of 525 Princess and 555

Princess.

13.  Further, certain appraisals were based on unrealistic and unattainable development plans
that could never come to fruition given, among other things, zoning, planning and other

restrictions.

14,  Investors were led to believe that the advances from the Trust Companies to the
Receivership Companies would be used for, and fully secured against, specific real property with
a first-ranking security interest. However, this was not the case. Each initial SMI fundraise
significantly exceeded the purchase price of the real property, resulting in the loans from each of
the Trust Companies to the Receivership Companies being under-secured from the day they were
made. Further, contrary to the representations made to investors, in some instances the
Receivership Companies borrowed funds on a first-ranking secured basis against the real

property after raising the SMIs.

11
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15.  Of the SMI monies raised, approximately 30% of the proceeds was immediately used to

pay the Initial Costs.

16,  The remaining amounts were routinely used for other Projects in respect of which the

investors had no security interest.

17. Certain (and perhaps all) of the Receivership Companies were insolvent from the date of
the first SMI advance and the Projects undertaken by the Receivership Companies had virtually
no prospect of success due to, among other things, the lack of equity capital (which necessitated
further borrowing to advance the Projects), the significant Initial Costs, the use of monies to fund
expenses on other unrelated projects, and the front-end loading of excessive dividends,
management fees and other undue payments to Mr. Davies and to affiliates of, and persons

related to, Mr. Davies and others,

18.  Notwithstanding that approximately $65 million was raised from investors through SMls
during a booming real estate market, the Receivership Companies currently only have properties
for which they collectively paid approximately $13.5 million,’ all of which remain in the pre-
construction phase (with the exception of the Burlington Project, which has footings and
foundations), and no available cash to further develop the Projects. Had there not been new
financings in other projects that raised additional funds from new investors, which funds were
loaned to and among the Receivership Companies to fund pre-existing liabilities, the
Receivership Companies would have been unable to service interest and other obligations they
were required to pay. Accordingly, the scheme had all of the hallmarks of a Ponzi scheme as its

continuance was dependent upon the raising of ever increasing sums of new money.

Pursuant to a Court Order dated August 3, 2017, the Scollard property, which was acquired for $9 million, was sold.
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19. Mr. Davies, Ms. Davies and entities related to fhem collectively received approximately
$5 million from the Receivership Companies, yet the investors, who were advised they would
have safe and fully secured investments in real property with a first-ranking charge (which would
only be subordinated to construction financing intended to create additional value), stand to lose

the majority of their investment.

20.  The Defendants’ conduct has exposed the Receivership Companies to significant
liabilities in the form of claims for damages and losses from their creditors, including the

innocent investors whose funds they misappropriated.
The Loan Agreements

21, Under the loan agreements between the respective Receivership Companies and the
applicable Trust Companies (the “Loan Agreements”), the funds advanced from the Trust
Companies to the Receivership Companies were to be used to purchase real property and to pay

soft costs associated with the Projects for which the funds were invested and advanced.

22.  In raising the monies from investors, the Receivership Companies covenanted that they
would not, without the consent of the applicable Trust Company (subject to certain limited
exceptions), “use the proceeds of any Loan Instalment for any purposes other than the

development and construction of the project on the Property”.
Prohibited Management Fees

23. Pursuant to Section 7.02(c) of the Loan Agreements with Scollard, Oakville, Kitchener,
Burlington and Legacy Lane, the payment of management fees to sharcholders is prohibited

absent the written consent of the applicable Trust Company.

13
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24,  Pursuant to Section 7.02(c) of the Loan Agreements with 525 Princess and 555 Princess,
ordinary course payments to shareholders for amounts related to the management, development
and operation of the Property are permitted, but only if such payments are reasonable in relation

to the services rendered, unless the written consent of the applicable Trust Company is obtained.

25. Contrary to these Loan Agreements and the Receivership Companies’ contractual and
legal obligations, Mr. Davies caused the Receivership Companies to improperly pay millions of
dollars in management fees directly to Aeolian, notwithstanding that, among other things, the
Receivership Companies never (i) received the written consent of the Trust Companies for these
payments, (i) entered into any management services agreements, or (iii) received services that

would justify such payments.

26.  Specifically, Mr. Davies caused certain Receivership Companies, including Scollard,
Oakville, Kitchener, Burlington and Legacy Lane, to transfer $3.795 million in prohibited

management fees directly to Aeolian:
(a) Scollard transferred approximately $1,244,000 to Aeolian;
(b) Oakville transferred approximately $1,112,000 to Aeolian;
(c) Kitchener transferred approxima’ltely $506,000 to Aeolian;
(d) Burlington transferred approximately $592,000 to Aeolian; and
(e) Legacy Lane transferred approximately $341,000 to Aeolian.

27. . These payments are all prohibited under the Loan Agreements.

14
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28.  Mur. Davies also caused 525 Princess and 555 Princess to transfer to Aeolian (purportedly
in respect of management fees) amounts that are unreasonable, particularly given that these
Receivership Companies never entered into any management agreements with Aeolian, the
Projects for which the funds were advanced have achieved very limited progress (they both
remain in the pre-construction phase), and the intended Projects are unlikely to ever be

developed because of, among other things, zoning and other restrictions that preclude such

developments.
29.  These payments are also all prohibited under the Loan Agreements.
30.  Further, the management fees in respect of each of the Projects were paid at an

accelerated rate inconsistent with the stage of development of the Projects.

31.  These payments are all in addition to other improper payments that Mr. Davies caused
certain non-Receivership Companies that Mr. Davies controls, including McMurray Street
Investments Inc. (“McMurray”) and Textbook Ross Park Inc. (“Ross Park”), to make to

Aeolian, purportedly also in respect of management fees.
Improper Transfers to TSI, TSSI and MCIL

32. Contrary to the Loan Agreements and the Receivership Companies’ contractual and legal
obligations, Mr. Davies caused certain of the Receivership Companies to improperly transfer
approximately $2.1 million to TSI, TSSI and MCIL, the parent companies of Kitchener,
Oakville, Burlington, 525 Princess and 555 Princess, all three of which are owned, in part, by

Aeolian,
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33.  These funds were transferred to TSI, TSSI and MCIL by cheque. The memo line on each

of the cheques indicated that payment was a “loan”, notwithstanding that:
(a) none of these “loans” were documented,
(b) none of these “loans” were secured in any way;

(c) no interest has been received by any of the applicable Receivership Companies on

account of any such “loan”; and

(d)  the relevant Loan Agreements do not permit the applicable Receivership

Companies to make these loans.
Improper Dividends

34,  Mr. Davies also caused certain Receivership Companies to improperly pay significant
dividends to Aeolian and others. Specifically, Mr, Davies caused 525 Princess and 555 Princess
to respectively pay $250,000 each in dividends to Aeolian (for a total of $500,000). Mr. Davies
further caused an additional $1.5 million in dividends to be paid from 525 Princess and 555

Princess to the companies’ other shareholders.

35. While the payment of dividends is permitted under the Loan Agreements in certain
circumstances, dividends are only to be paid from the “excess proceeds after the [real estate
development property] has been acquired”. In each instance, Mr. Davies caused the dividends to
be paid to Aeolian and the other shareholders immediately after 525 Princess and 555 Princess
received the funds from the applicable Trust Company at a time when 525 Princess and 555

Princess had no profits and insufficient cash to develop the respective Projects. As a result of the

16

1678



payment of dividends and the payments to related parties, 525 Princess and 555 Princess

essentially had no further monies to advance their respective Projects.

36. These dividend distributions caused 525 Princess and 555 Princess to become insolvent

or contributed to their insolvency (if they were not already insolvent at the time of payment),
Improper Payments to Mr. Davies’ Family Members

37. Mr. Davies also caused certain of the Receivership Companies to make further payments
directly, and indirectly through Aeolian, to Ms. Davies and certain Davies Children for services
purportedly rendered by them in connection with the Projects. To the extent these services were
not provided, or the payments in respect of any services that were provided are unreasonable,
these payments are prohibited under the applicable Loan Agreements and constitute a breach of

the Loan Agreements.
Improper Inter-Company Transfers and Transfers to Affiliates

38. In further contravention of the Loan Agreements, Mr. Davies routinely caused the
Receivership Companies to improperly transfer monies between entities and to affiliates,
including over $17 million to and among the Receivership Companies and certain non-
Receivership Companies that Mr. Davies controls, including 445 Princess, Textbook (774
Bronson Avenue) Inc. (“Bronson”), Ross Park and McMurray as well as TSI, TSSI and MCIL,

amongst others.

39.  Mr. Davies caused such intercompany transfers to be made as the Receivership
Companies’ Projects were facing a liquidity crisis, which necessitated the making of

intercompany loans to perpetuate the scheme and avoid defaulting on the loans from the Trust
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Companies and the Receivership Companies’ other obligations. This has all of the hallmarks of

a Ponzi scheme.

40,  Mr. Davies also caused certain Receivership Companies to improperly transfer monies to
Lafontaine Terrace Management Corporation (“Lafontaine”) and Memory Care Investments
(Victoria) Ltd. (“MC Victoria”) — two companies in respect of which Mr. Davies is the sole
director and officer, which are both owned, in different proportions, by Mr. Davies and/or

Aeolian, amongst others. Specifically:

(a) Scollard, Legacy Lane, Burlington and Oakville improperly transferred a total of

$324,000 to Lafontaine; and
(b) Legacy Lane improperly transferred $15,000 to MC Victoria.

41. These transfers are prohibited under the applicable Loan Agreements and constitute a

breach of the Loan Agreements.
Misappropriation of Funds to Finance the Purchase of the Ottawa Property

42, Mr. Davies also improperly diverted further funds from 555 Princess and Kitchener (and
the respective Projects in which the funds were required to be invested) to a non-Receivership
Company that Mr, Davies controlled, Generx (Byward Hall) Inc. (formerly Textbook (256
Rideau St.) Inc.) (“Rideau’), which is also now in receivership, to finance Rideau’s purchase of
real property municipally described as 256 Rideau Street, Ottawa, Ontario and 211 Besserer

Street, Ottawa, Ontario (collectively, the “Ottawa Property”).
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43, The Ottawa Property was purchased by Rideau on or around November 6, 2015 for $11

million.

44.  Immediately prior to Rideau’s purchase of the Ottawa Property, on October 27, 2015, Mr.
Davies caused 555 Princess to improperly transfer $1.39 million to Rideau, and Mr, Davies
caused Kitchener to improperly transfer $111,000 to Rideau, both by way of cheque. The

cheques were both signed by Mr. Davies.

45. The funds were transferred from 555 Princess and Kitchener to Rideau for no
consideration, with no security, for an illegitimate business purpose and in contravention of the

relevant Loan Agreements.

46.  Despite the fact that the funds were required to be used for specific Projects to be
respectively undertaken by 555 Princess and Kitchener, Mr. Davies caused the funds to be
transferred to Rideau with complete disregard for the separate corporate identities of 555
Princess, Kitchener and Rideau and the contractual and legal obligations of the parties, which

had the result of sheltering assets and frustrating creditors of both 555 Princess and Kitchener,

47, Following Rideau’s acquisition of the Ottawa Property, Mr. Davies caused a further
$61,200 to be improperly transferred to Rideau from 555 Princess, 525 Princess and Burlington

by way of cheques, each of which was also signed by Mr. Davies. Specifically:
(a) $2,200 was transferred by Burlington to Rideau on November 5, 2015;
(b) $36,000 was transferred by 555 Princess to Rideau on December 17, 2015;

(c) $7,000 was transferred by 555 Princess to Rideau on May 31, 2016; and
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(d) $16,000 was transferred by 525 Princess to Rideau on June 20, 2016.

48.  Despite the fact that these funds were required to be used for the specific Projects to be
respectively undertaken by 555 Princess, 525 Princess and Burlington, the $61,200 was
transferred to Rideau for no consideration, with no security, for an illegitimate business purpose

and in contravention of the relevant Loan Agreements.
The Arizona Property

49. The Arizona Property was purchased by the Arizona Trust for US$1.2 million. The
funds used to purchase the Arizona Property came from Aeolian, with the Bofl Federal Bank
having a US$600,000 mortgage on the Arizona Property. Almost US$2 million was spent to
renovate the Arizona Property following its acquisition. Aeolian funded substantially all of the
costs to purchase and renovate the Arizona Property (at least in part through the Family Trust
and the Arizona Trﬁst), which funds came directly and/or indirectly from the Receivership
Companies and related entities. Ms. Davies and/or Mr. Harris, as trustees and/or representatives

of the Family Trust, had knowledge of these payments.
Aeolian and Ms. Davies

50.  Aeolian transferred over $2.5 million, which it received from the Receivership
Companies and other related entities, directly to Ms. Davies, purportedly in respect of
management fees, although she performed no work for or on behalf of Aeolian or any of the
Receivership Companies. Aeolian further used $1.3 million, which it received from the
Receivership Companies and other related entities, to pay day-to-day living and other personal

expenses charged on an American Express card used by Mr. and Ms. Davies. Additionally, over
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US$1.8 million, which initially came from the Receivership Companies and other related

entities, went from Aeolian toward the purchase and renovation of the Arizona Property.

51, At all material times, Aeolian and Ms. Davies knowingly acted as a conduit for Mr.
Davies to improperly divert and funnel millions of dollars from the Receivership Companies to

himself, his family members and others for their own personal use and benefit.
Current Status of Projects

52, Millions of dollars were paid by the Receivership Companies to Mr. Davies, Ms. Davies
and other related parties in respect of management fees, dividends and other amounts; however,
all of the Projects remain in the early stages of development and none of the Receivership

Companies has any capital to further develop their respective Projects.

53.  Mr. Davies was fully aware that the Projects would suffer, and weré in fact suffering,
from a liquidity crisis. Notwithstanding this knowledge, rather than addressing the liquidity
issues in a reasonable and appropriate manner in accordance with his legal obligations, Mr,
Davies instead raised, and/or facilitated the raising of, further funds from investors, purportedly
for particular Projects, with full knowledge, and with the intention, that those funds would
instead be used to improperly pay interest payments and other expenses in relation to other
Projects that had no connection to the specific Projects for which the funds were purportedly
raised, in contravention of the Loan Agreements. This allowed the Defendants to perpetuate, and

continue to perpetuate, their fraudulent scheme.

54,  The acts and omissions of Mr, Davies purposefully mislead and defrauded the

Receivership Companies and their creditors, including the innocent investors whose funds were
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misappropriated.

Specifically, investors were intentionally lead to believe that they were

investing on the basis of a particular Loan Agreement (and the attributes of a specific Project),

when Mr. Davies specifically knew and intended that the funds would go elsewhere, resulting in

the misappropriation and pilfering of funds.

Fraud and Deceit

55. The Defendants perpetrated the fraudulent scheme described herein. Although the

precise particulars of the fraudulent scheme are only fully known to the Defendants at this time,

they include, without limitation:

(2)

With respect to Mr. Davies:

(1)

(i)

(iif)

(iv)

intentionally creating and/or facilitating the creation of Project pro formas
that in no way reflected commercial reality to obtain artificially inflated
appraisals that were used in connection with the SMI offerings and the

raising of capital from investors;

misrepresenting the nature of the Projects and the potential for the Project
development to be successfully executed, including the likelihood of

obtaining the necessary planning approvals;

knowingly concealing and falsely representing the capital structure of the
Receivership Companies, including the purported equity injections that

would be made by shareholders; and/or

intentionally and deceitfully raising and/or facilitating the raising of funds

from investors, and diverting those funds from the Receivership
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(b)

(©)

Companies to which they were advanced, for purposes inconsistent with

the purposes for which the funds were purportedly invested and advanced;

With respect to Mr. Davies, Ms. Davies and/or Aeolian:

(1)

(i)

(iii)

(iv)

knowingly concealing and falsely representing the relationships between

themselves and other related, non-arm’s length parties;

knowingly directing, causing, facilitating and/or allowing prohibited
payments and transfers to be made by the Receivership Companies to such
related, non-arm’s length parties, including payments and transfers for
which no goods or services, or no goods or services of any material value,

were provided;

dishonestly diverting funds from the Receivership Companies to shell
corporations and a network of non-arm’s length parties to obtain secret

profits for their own benefits; and/or

intentionally and deceitfully directing and/or facilitating payments to shell
corporations and a network of non-arm’s length parties to covertly divert
funds from the Receivership Companies, shelter the funds, avoid detection

and thwart recovery attempts;

With respect to some or all of the Defendants:

(@)

knowingly receiving, retaining and/or using funds, which rightfully

belonged to the Receivership Companies; and/or
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(ii) failing to take any steps, or any reasonable or sufficient steps, to stop the

improper conduct or mitigate the harm being caused by it.

56.  Mr. Davies, Ms. Davies and entities related to them (including Aeolian, the Family Trust
and the Arizona Trust) perpetrated and/or facilitated the fraudulent scheme described herein in
order to profit, and continue to profit, through the receipt of millions in undue management fees
(which exceeded $3.8 million from the Receivership Companies), dividends ($500,000 from the

Receivership Companies) and/or other amounts to which they were not properly entitled.
57. All of the above caused detriment and deprivation to the Receivership Companies.

Conspiracy

58. Some or all of the Defendants acted in combination or in concert, by agreement or with a
common design, to perpetrate the fraudulent scheme described herein. The full particulars of the
agreement or common design are only fully known to these Defendants at this time, but further

particulars will be provided in advance of trial.

59. The conduct of these Defendants in perpetrating the fraudulent scheme was unlawful
(including the torts and other wrongful acts and omissions described herein) and directed
towards the Receivership Companies and their creditors, including the innocent investors whose
funds they misappropriated. These Defendants knew that injury to the Receivership Companies

and their creditors was likely to result in the circumstances, and such injury did result.

60.  The predominant purpose of these Defendants’ conduct was to intentionally harm the

Receivership Companies and their creditors, and the conduct of these Defendants did harm them.
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61, These Defendants are liable to the Receivership Companies for predominant purpose

conspiracy and unlawful act conspiracy, amongst other things.
Mr. Davies’ Breach of Fiduciary Duty and Negligence

62. By virtue of the positions Mr. Davies held, he was a fiduciary of each of the Receivership
Companies and owed each of them fiduciary duties, contractual duties, statutory duties
(including pursuant to sections 71 and 134 of the Business Corporations Act, RSO 1990, ¢ B 16,

as amended) and a duty of care to, among other things:
(a) act honestly and in good faith with a view to their best interests;
(b) avoid improper self-dealing;
(c) avoid conflicts of interest; and

(d) exercise the care, diligence and skill that reasonably prudent persons would

exercise in comparable circumstances.

63. By reason of the facts described above, Mr. Davies breached these duties and failed to act

in a manner that was required of him as a director and officer of the Receivership Companies.

64.  The Receivership Companies were vulnerable to the unilateral exercise of Mr. Davies’
discretion and power, particularly given that he was the controlling mind and management of the
Receivership Companies. By reason of the facts described above, Mr. Davies breached his
duties to the Receivership Companies, including his fiduciary and other duties owed, including

but not limited to his duties of good faith, honest performance and loyalty.
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65. By reason of the facts described above, Mr. Davies also breached express and/or implied
terms of his employment agreements with the respective Receivership Companies. Among other
things, Mr, Davies was, at a minimum, required to conduct himself and the operations of the
Receivership Companies in a competent and lawful manner, which he failed to do. Mr. Davies’
conduct breached the standard of care required of him and he was grossly negligent in the

performance of his duties as an officer of each of the Receivership Companies.

66.  Mr. Davies effectively treated the respective Receivership Companies as his own
personal fiefdom, without due regard for transparency, disclosure, the avoidance of self-dealing
and conflicts of interest, or corporate separateness, amongst other things. He effectively
operated each of the Receivership Companies as his own personal corporation and saw their
assets as his own, This resulted in his failure to act in the best interests of the Receivership
Companies, including by defrauding the Receivership Companies and enriching himself and

parties related to him at the expense of the Receivership Companies and their creditors.

Unlawful Means Tort

67. By virtue of their acts and omissions as described herein, some or all of the Defendants
intentionally inflicted economic harm on the Receivership Companies and their creditors. In
doing so, they used unlawful means (including but not limited to fraud, deceit and conspiracy) as

against third parties, including the innocent investors whose funds they misappropriated.
Conversion

68.  The Receivership Companies were in possession of, or entitled to immediate possession
of, the specific and identifiable funds described above. Some or all of the Defendants
intentionally and wrongfully converted the Receivership Companies’ funds for their own use
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inconsistent with the Receivership Companies’ right of possession and other rights, and thereby
deprived the Receivership Companies (and their creditors) of the benefit of the funds, exposing
them to significant liabilities. The plaintiff is entitled to recover the entire amount that these

Defendants have converted.
Unjust Enrichment

69. By virtue of the facts set out above, some or all of the Defendants and/or parties related to
them have been unjustly enriched. The Receivership Companies have suffered a corresponding
deprivation, and there is no juristic reason for these Defendants’ enrichment or for the
Receivership Companies’ corresponding deprivation. There is no juristic reason why these
Defendants should not be held to account for their enrichment and for the damages they have

caused.

Constructive Trust(s)

70.  Some or all of the Defendants received and retained the Receivership Companies’ funds
with full knowledge of the fraud, deceit, conspiracy, conversion and other unlawful acts they had
committed, and with full knowledge of Mr. Davies’ breach of his fiduciary and other legal duties
owed to the Receivership Companies. By virtue of facts described herein, these Defendants hold
all assets, properties, and funds that they diverted, misappropriated and improperly received from
the Receivership Companies, and all traceable products thereof, as trustees of a constructive trust

(or trusts) for the benefit of the plaintiff.
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Mr. and Ms. Davies’ Liquidation and Alienation of Assets

71.  Following their improper conduct as described above, and after the commencement of the
receivership proceeding in January 2017, Mr. and Ms. Davies embarked on a course of conduct
designed to liquidate their assets and put them beyond the reach of the Receivership Companies
and their creditors. Among other things, on April 25, 2017, Mr. Davies sold his family cottage

located in Gravenhurst, Ontario for approximately $3 million.

72.  Mr. and Ms, Davies also attempted, and continue to attempt, to sell their personal
residence located in King City, Ontario, which they jointly own in their capacities as trustees of

the Family Trust.

Losses and Harm

73.  The conduct of the Defendants as described above has caused, and is continuing to cause,
reasonably foreseeable and proximate damage to the Receivership Companies and their creditors,
including financial losses and loss of profitable business opportunities, the full extent of which

has not yet fully materialized and is not yet fully known to the plaintiff at this time.

74.  The secured debt obligations of the Receivership Companies currently total
approximately $60,243,000, including approximately $54,231,000 owing to the Trust Companies
(being monies raised by the Trust Companies from investors) and the balance owing to other
lenders, primarily mortgagees. Virtually the only valuable assets the Receivership Companies

currently have to satisfy these secured debt obligations (and all the other debt obligations and
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liabilities of the Receivership Companies) are the real properties for which the Receivership

Companies collectively paid approximately $13,455,000.

75. Some or all of the Defendants not only stripped the Receivership Companies of millions
of dollars, and preferred their own interests over those of the Receivership Companies and their
creditors (including the investing public), but they also deprived the Receivership Companies of
the opportunity to pursue legitimate and profitable real estate development and other revenue-
generating business opportunities, causing considerable additional losses and damages to the

Receivership Companies.
76.  Full particulars of the Receivership Companies’ damages will be provided prior to trial.

77.  The conduct of the Defendants as described above has also caused, and is continuing to
cause, irreparable harm to the Receivership Companies and their creditors. In the absence of
relief from this Honourable Court, Mr. and Ms. Davies (and the entities they control, including
Acolian, the Arizona Trust and the Family Trust) will be able to liquidate and alienate assets,
and/or continue to liquidate and alienate assets, thereby causing the Receivership Companies and

their creditors further harm which would not be compensable in damages alone.

78.  The plaintiff has incurred, and is continuing to incur, costs and out-of-pocket expenses
relating to investigations into the Defendants’ acts and omissions, which special damages shall

be particularized prior to trial.

On August 3, 2017, the Receiver obtained an approval and vesting Order from the Court authorizing the sale of the Scollard property
(which was acquired by Scollard for $9 million). In accordance with the Order, the Receiver subsequently sold the Scollard property,
which resufted in an initial distribution from Scollard to the Scollard Trust Co. in the amount of approximately $5.1 million, thereby
reducing the Receivership Companies’ secured debt obligations accordingly.
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79. Some or all of the Defendants’ actions constitute a wanton, callous, high-handed and
outrageous disregard for the Receivership Companies’ rights and interests, and for the rights and
interests of their creditors, including the investing public whose funds they misappropriated.
These Defendants deliberately and willfully undertook the fraudulent and unlawful activities
described herein in an underhanded manner, knowing that their conduct was wrong and would
cause harm to the Receivership Companies and their creditors. The conduct of these Defendants
ought to attract the disapproval of this Honourable Court and result in a material award of

punitive and/or exemplary damages.

80. Given the duplicitous and deceitful manner in which Mr. Davies, Ms. Davies and
Aeolian have acted, together with all the surrounding circumstances, including Mr. Davies’ sale
of the family cottage and Mr. and Ms. Davies’ attempted sale of their personal residence, there is
a real and demonstrated risk that Mr. and Ms. Davies as well as Aeolian, the Family Trust and
the Arizona Trust (all three of which are controlled by Mr. Davies and/or Ms. Davies) will
dissipate assets and/or permanently abscond with the Receivership Companies’ funds to avoid
enforcement of any judgment the plaintiff may ultimately obtain. In all the circumstances,
interim, interlocutory and permanent injunctive relief, inter alia, enjoining the Defendants from
accessing, liquidating, dissipating, alienating or otherwise dealing with their assets is necessary,

just and appropriate.
Place of Trial

81.  The plaintiff proposes that the trial of this action take place in the City of Toronto in the

Province of Ontario.
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