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CARLISLE CAPITAL STRUCTURES CORPCRATION

Oclober 24, 2006

Kingsway Arms Management Services Inc.
Kingsway Arms Holdings Inc.

Chaplin Ventures Lid,
Colter Investments (GF) Ltd.

Mesgrs, Allan Grogsiugn, Patriek Byrne and Graham Parker
¢/o Kingsway Arms Management Services Inc.

8555 Jane Street

Suite 102

Yaughan Oniatio L4K 5N9

Cenada

Dear Shs:

RE:  Second Mortgage Financing of a 138 unit Independent Living factlity L Mission,
British Columbia referenced as Cedarbrooke Chateay {the “Praject™)

Carlisle Cepital Structures Cotporation is pleased to offer the following morlgage loan (the
"Losn") to you to assist in the construction of the project referred to above on the terms and
vonditions set out in this letter (the "Comimitment"), The Lendet, as defined below, hag
concurrently made available to the Bormower, as defined below, a first mortgage facility (the
“First Morigage Facility™) for $25,360,000 on terms and conditions sct out in a Ietter of

commitment dated the date hereof,

1. Lender
Carlisle Cepital Structures Corporation {the "Lender")

2. Borrower

The rogistered owner of the property, a joint vanture vehicle controlied by, among ofthers,
Kingsway Arms Management Sarvices Inc., Chaplin Ventures Lid. and Colter Investments {GP)

Ltd. {the "Borrower")

10 - 1H] BHEPPARD AVE, EAST, TORONTQ, ONTARIO M2K 153
TELEPHONE: 418.499.7581 FACSIMILE: 418.495.9717
E-MANL: garlislo@cariistocaplial.cq

This is Exhibit 6 ...... referred to in the of
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Up to the lesser of $25,360,000 or 80% of approved project costs, by means of a non-revolving
demand construction loan. The loan amount shall be reduced by $1,000,000 in the ¢vent the
Borrower is able secure a further $1,000,000 of eguity investment (confirmed by the Leader’s
quantity surveyor) prior 1o the first advance under the Second Mortgage Pacility.

4. Interest Rate
The interest rate shall be the Prime Rate of the Royal Bank of Canada, as determined from time

3, Loan Amount

to time, plus 2% per annum (the “Interest Rate™).

5. Term

The earlier of (i) demand (ii) 24 months after substantial completion of the Project and (iii) 48
months after the Disbursement Date (as hereinafter Vdoﬁncd) (the "Term").

&, Amortization

Interest only.

7. Useof Proceeds

The proceeds of the Loan will be utilized for the construction finaneing of the Project referted to
above and to fand the ditect project costs associated therewith. .

8.  Disbursement

Direct advances are available on the basis of cost to complete and value of work it place. A first
advance of the Loan will be made on or before Octaber 31, 2007, or such ather date as may be
mutually agreed to by the parties hereto (the "Disbursement Date"), provided that, in no
circumstances, shall the Disbursement Date accur after December 31, 2007. For all advances,
the Borrower shall deliver a drawdown request (the "Dravwdawn Request”) to the Lender no
later than 12:00 noon (EST) on or before the fifth (5™) business day prior to the business day on
which the Boower wishes the advance to be made. Bach Drawdown Request detivered to the
Iender shall be irrevocable by the Borrower. :

For greater certainty, if the Borrower requisitions the Loan proceeds to be available for a certain
date {being the anticipated closing date (the “Funding Date™)) then, whether or not the Borrower
is ultimately entitled to the advance of the Loan on such date, and whether or not it avails itself
thereof on such date, the Borrower agrees that it shall in accordance with the Commitment pay
interest calculated pursuant hereto from and after the Funding Date.

All advances of the Loan are subject to:

(a)  the Second Mortgage Facility is fully drawn at the time of the first advance of the
Loan; ,
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(b)  the satisfaction of all the conditions precedent set forth in fhe Section entitled

"Condiions Precedent to Funding" and “Comstruction Disbursemeut
Pracedures” below; and

(¢)  compliance with all other terms #nd conditions of this Commitment.

9, Repayment

All amounts shall be repaid on demand by the Lender and unless and, until otherwise demanded,
interest shall accrue on the amount of the Loan outstanding from time to time (the "Outstanding
Amount") at the Interest Rate, Interest shall be payable in arrears on the first day of each month
during the Term with the first instalment being payable on the first day of the month afier the
Disbursement Date and the last instalment being payable oo the last day of the Term (the
"Maturity Date").

The Lender and the Borrower shall establish an interest reserve account for the purposes of
paying interest as provided for under this Section with the mortgage service providet or such
other financial intermediary as the Lender may determine in its sole discretion. The minimum
amount to be held in the interest reserve at ary time is the amount equal to [two months] interest
which may otherwise accrue hereunder. The first funding of the interest reservo account shall be
made by the Borrower in an amount not less than $260,000 concurrently with the first advance
made by the Lender under the Loan described in Section 8 above. The interest reserve account
ghall be funded by Borrower thereafter from time to time by advances made by the Lender
pursuant to Section 17 or pursuant to the Borrower’s own resources in amouss so as fo insure
two months interest is set aside thereunder. Any failure to fund the interest reserve account shall
constitute an event of default herevmder.

10.  Prepayment

The Loan shall be closed for a period of twenty four (24) months from the Disbursement Date
and shall, thereafter, be open for prepayment in full (including all outstanding or accrued
intetest) without penalty upon sixty (60) days prior written notice to the Lender. There are no
partial prepayment privileges.

11, Reslty Tuxes

Borrower shall, on a quarterly basie, provide satisfactory proof to the Lender that all applicable
realty taxes (including any local improvement charges) for the Property have been pald In full.

12. Loan Processing Fee

The Borrower shall pay to the Lender a non-refundable loan processing foe of 1% of the.tofal
approved loan amount, which shall be fully camed and payable upon the acceptance of this
Commitment. Notwithstanding that the loan processing fee will be fully earned upon acceptance
hereof, the Lender has agreed to defer payment until the earlier of (i) the date of the first advance
under tho Loan and (ii) December 31, 2007. For greater certainty, the loan processing fee shall
be paid in accordance with the foregoing, whether an advance is made or not. In the event the
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' first advance undet the Loan shall ocour prior to December 31, 2007 the fee shall be deducted in -

full from the first advance.

13. Good Faith Deposit

Upon acceptance of this Commitment, the Borrower agrees to pay to the Lender, or as the
Lender may otherwise direct in writing, a good faith deposit of $150,000 (the "Good Faith
Deposit”). Upon disbursereent of the first draw under the Loan, the Good Faith Deposit shall be
retucned to the Bommower, without interest. :

In the event this Commirmeént is cancelled by the Lender in accordance with its rights hereunder,
the Good Paith Deposit shall be retained by the Lender s liquidated damages, and not as 2
penalty, without prejudice to the rights of the Lender to claim such further and other damages as
it may sustain by reason of the occurrence of any of the events detailed in Subsections (a) 10 (€)
of the Section of this Commitment entitied "Cancellation of Commitment" or otherwise. It is
agreed that the Good Faith Deposit and the loan processing foe represent the reasonable cost of
the Lender's work and expenses in underwriting the Loan and that it is hot a penalty.

14, Security
The following security shall be required for the Loan:

(a)  a first in priority mortgage and chatge (the “Mortgage") of the fee simple interest
of the Bormrower in the lands and improvements thereon described in Schedule 3
annexed hereto (the "Property™),; :

(v)  afirst in priority general assignment of rents and/or leases of the Property;

(c) = first in priority general security agreement over all the Borrower's present and
after-acquired personal property located on, telated to, arising from or used or
acquired in connection with the Property;

(@)  afirst in priority specific assignment of any management confracts rolating to the
Propetty, which contracts shall be satisfagtery torthe Lender;

ﬁ&-:‘ Kinpsway Arms Management
L., Chaplin Ventures Lid. and Colter

(¢) a Guaranteo and Postponement of C
Services Inc,, Kingsway Arms Holding
Investments (GP) Ltd., AlanGobstrmey EPatrick Byrme, Graham Parker and every
other party having an interest in the Bomower (collectively, the "Additional

. Covenantors*) who shall be jointly and severally liable with the Borrower for all
obligations of the Borrower under the Security Documents and this Commitment;

(f  awarranty and indemnity agrcement exccuted by each of the Borrower and the
Additional ‘Covenantors (if any) attesting to the abscnce of any regulated,
hazardous or toxic substances on or undemeath the Property and holding the
Lender harmiess from all costs or damages suffered or incurred as a result of any
regulated, hazardous or toxic substances whether emanating from or found on or
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underneath the Property or any other property, and all costs of the performance of
any audits, investigations, analyses, testing or cleanup by the Borrower, or any

environmental consultant or engineer as requested by the Lender, to verify the
matters set out in the warranty and indemnity;

(2)  deficiency and debt service agreements to be executed by the Borrower and the
Additional Covenantors (if any), agreeing to fund all costs not inchuded in or in
-excess of forecasted expenditures (or in excess of the agreed contingency funds}
as per the construction budget approved by the Lender under the Sectiont entitled
"Construction Budget" below;

(@) general assignment of Project Drewings aud Specifications (as bevsinaflor
defined) and alt other permits, architectural, engineering and construction
contracts; '

()  apledge and assignment of all of the intorest of the Borrower and the Additional
Covenantors in the Project;

G)  a pledge and assignment of all of the shares of the Borrower or the entity
posgessed of legal titlo to the Property; ' T

(k)  Subject to the rights contained in any management contract approved by ihe
Lender, satisfactory agrecment in favour of Lender from the Borower and the
Additional Covenantors (if any) that they will not withdraw funds from the
Property in any way, either directly or indirectly, including, without limitation, by
way of dividends, loans, management fees, profit participations or other devices
or technigues until the Lomn is repaid in full and all obligations herewnder or
under the Security Documents have been performed in full;

Y] & -gpecific assignment of, charge of and security interest in any govetnimental
license requited for the operation of the business at the Property, together with the
power 10 Use, SuIrender or armange the revocation of such licenze and, if required,

the licensing body shall have consented to same; and
(m) such further security as the Lender may require.

The docutnents above being hersin collectively raferred to as the "Security Docments”. The
Security Documents shall be prepared by the Lender's counsel using the Lender's standard forms
and, other than those amendments specifically required by the terms and conditions of this
Commitment Letter, shall not be amended in any other respect.

15, Construction Budget

“This Loan facility shall be subject to the approval by the Yender of a detailed construction budget -
(the "Construction Budget") and cash flow for the proposed construction and lease up of the
Propetty, as the case may be, setting out hard and soft costs in form and substance satisfactory to
the Lender that has been reviewed and verified against the approved Project Drawings and
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Specifications by a quantity surveyor chosen or approved by the Lender (the “Quantity
Surveyor”) (who is to confirm same to the Lender). Lender must approve the contractor and
copstruction contracts relating to the Project. Any revisions to the original approved

 construction budget in excess of 1% or w plans and specifications will require the consent of the

Lender.

16. Conditions Precedent to Funding

On or before the Loan is advanced, the following conditions precedent shall have been satisfied
in the Lender's sole and subjective discretion:

(&) the executed Security Documents shall have been delivered and, where
appropriate, registered with the priority required hérein at all appropriate
registration offices;

(b)  the Project shall have been registered under the provisions of the Strata Properly
Agct (British Columbia) and the strata property corporation shall be the sole owner
of the strata tots st out in the strata plan; the strata property corporation shall be
the Borrower o an entity wholly-owned and controlled by the Borrower,

(c)  the Lender shall have been provided with a satisfactory appraisal report for the
Property addressed to it, propared by an appraiser acceptable to the Lender and
setting out a market value for the Property with a stabilized occupancy value
(after improvements) of $39,600,000;

(d)  the Lender shall have received a Phase 1 {and, if applicable, a Phase II)
environmental site assessment for the Property addressed to it, prepared by an
environmenta! consultant acceptable to it and confirming, to the Lender's
satisfaction, that there are no hazardous substances on or sbout the Property and
that the Property complies with all applicable environmental laws. If the
environmental site assessment contains any recommendations, the Borrower shall
have provided confirmation that all such recommendations have been satisfied.

The Security Documents shall contain represenitations, warrastties and covenants

and an indemnity with respect to environmental matters, all as set out in Schedule
1 hereto;

(¢)  the Lender shall have received an engineering report for the Property, addressed
to it and prepared by an architect or engineer satisfactory to it, reporting on the
physical condition of the Property and seiting out the cost to- remedy any
deficiencies, all of which shall be acceptable to the Lender; this report should
indicate, inter alia, that the buildings on the Property are structurally sound and

are not composed of unbonded, post-tensioned structures and all mechanical,

electrical and other systems are in good working order;

() - delivery of certificd copics of the propetty, liability and other insurance policies
in compliance with the insurance requirements set ot in Schedule 2 (which may
be amended by the Lender if the Property is vacant land only) and any bond for

[
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performance and/or matetial and labour required hereunder and the review and
approval of same by the Lender's insurance consultant, such review to be at the
Borrower's expense and Lender’s quantity surveyor,

() a vacant land survey showing plot dimensions, easements, rights of way and
tocation of adjoining streets; immediately after the foundation i complete, a
“foundation” survey showing plot dimensions, location and dimensions of all
improvements, easements, rights of way and location of adjoining streets;

@) title to the Property shall be satisfactory to the Lender and all realty taxes, local -
improvement charges and rates in respect. of the Property shall have been paid,
each’ as cvidenced by an opimion from Bomower's counsel, of, at Lender's
discretion, Lender's counsel;

{) ftitle to all personal property of the Borrower shall be satisfactory to the Lender
" and free of all liens, encumbrances and seourity fterests ;

G) the Lender shall be satisfied that the Property complies with all applicable
building, development and zoning by-laws, that the usc of the Property is in
compliance with all applicable legislation, including the applicable Fire Code and
that there are no outstanding work orders, deficiency notices, directives,
investigations or the like with tesgiect to the Propeity;

(k) the Lender shall have received, reviewed and approved complete copies of all
cxisting non-residential leases for tho Propesty, together with all related renewals,
amendments, assignments, guarantees, indemnities and other related agreements,
ag well as the Bomower's standard non-residential lease form in each case, as
applicable; )

)] ‘with respect to each non-residential lease that provides for monthly net rental
payments in excess of $2,500, the Borrower shall have delivered a tenant estoppel
certificate in the Lender's required form signed by cach tenant and confirming,
inter alia, that it is in possession of ils promises, open for business and paying
rent in accerdance with its leass. Botrower will specifically provide Lender with
its standard form tenancy agreemeont,

(m) the Lender shalt have received and approved a copy of the management
agresment(s) for the Property, any and gll joint venture agreements, agreements
entered into ancillary to any joint venture agreement and all agreements with noti-
amms length parties entered into in connection with the Project;

(n)  copies of all documents filed with any regulatory authority in connection with the
registration of the Project under the Strata Property Act (Btitish Columbia);

(o) the Lender shall have received an opinion from the Borrower's and, if applicable,
ihe Additional Covenantors' counsel with respect to, infer alia, the due
anthorization, execution, delivery and enforceability of the Security Documents,
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in form and substance satisfactory to the Lender, together with 'cc-pies. of all
officer’s certificates, resolutions and certificates of status referred to therein;

the Botrower shall have delivered to the Lender the executed "pre-authorized
payment” Jocuments as may be required by the Lender with respect to the

" monthly payments of principal and interest from the Borrower's bank account;

the representations and warranties provided hereunder and pursuant to the
Security Documents shall be correct and trie in all respacts as of the
Disbursetnent Date

such financial and other information, statements and documentation as the Lender
may reagsonably require in conneotion with the vnderwriting or closing of the
Loan (including recent audited financial statements, up-to-date rent roll, and an
aged tenant receivable report, in respect of the Property) shatl have been delivered
to it and all other requiremnents of this Commitment shall have been satisfied;

‘the Lender shall have received a statutory declaration of a senior officer of the

Borrower, satisfactory in form and substance to the Lender, confirming that all
rents of the Property are legal, that no proceedings exist which could resylt in a
decrease in tho legal renis chargeablo, that no orders exist prohibiting rent

. increases and that no work orders exist which could result ins the issuance of an

order prohibiting rent increases;

to the extent necessaty under: (i) any permitied prior financing, (if) any material
lease, or (lif) any other material agreement affecting the Property, the Lender shall
be satisfied that any required consents or other ftems required from third patties in
connection with the making of the Loan and/or the taking of the security as
provided for hetein have been delivered fo the Lender and any other third party
requirements have been complied with, in each case, prior to closing; (wl\m de d

the Lender shall have received copies of the detailed plans and specifications for
the proposed construction of the project (the "Project™) on the Property as to
architectural, structural, electrical, mechanical, plumbing, interior designand
landscaping matters as prepared by or for the Bomower, as same may be 2mended
from time to time (the "Project Drawings and Speclfications™);

the Lender shall be satisfled that all required licenaes, permits and approvals
required from any governmental or quasi-governmental authority for: (i) the
-operation of the business conducted or to be conducted from the Property; and
(ii) the completion of the proposed construction of the Project in accordance with
the Projoct Drawings and Specifications, have been issued to the Bortower, ate in
good standing and any conditions precedent to the assignment thereof to the -
Lender as security for the Loan have been satisfied;

the Lender shall be satisfied that all requiied licenses, permits and approvals
required from any govemmental, or quasi-governmental, authority for the
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(@)

(an)

(bb)

operation of the business conducted from the Property have been issued to the

Borrower, are in good standing and any conditions precedent to the assighment
thereof to the Lender as security for the Loan have been satisfied;

there shall have been no maierial adverse change to the Borrower, the Additional
Covenantors (if any) or the Property since the date hereof;

copies of all contracs related to the Borrower's operations that provide for annual
payments in excess of $10,000 and that require more than 60 days notice to
terminate shall have been provided to the Lender, shall be satisfactory to the
Lender and shall have been assigned to the Lender, with the consent of third
partios where required pursuant to the terms thereof;

the Lender shall have reviewed and approved a detziled Construction Budget and,
if required by Lender, an operating budget for the Property,

the Lender shall have received and approved of all such documents, plans
(including Project Drawings and Specifications), projection and other materials
relating to the Property and the proposed construction of the Project thereon,
which the Lender deems necessary, including, withont limitation any
development agrecment, site-plan agreement or approvals;

‘The Lender shall have received from the Bortower:

] updated personal financial statements of eaéh of the Additional
Covenantors who are individual persons;

(ii)  &n opening pro forma balance sheet for the Borrower;

(i) updated year-end f‘mancial statements for the Additional Covenantors (if

_any) not an individual person (or, if recently incorporated, interim balance
shect and profit and loss statement);

(iv)  copy of Project Management Agre¢ment;

(v)  finalized detailed construction budget and timetable for the Project
confirming that construction hard costs (excluding land at a cost of
$1,650,000) and soft costs, including lease up costs, will be within the

- amount of $30,050,000 including loan interest for the estimated
construction and lease-up period. The budget shall be reviewed and
pproved by the Lender’s Quantity Surveyor: _

(vi)  satisfactory evidence that the Borrower has arranged for construction of
the project to be carried out by contractors approved by the Lender and the
quantity surveyor hired by the Lender. Prior to the initial advance under
the Loan, firmed fixed price contracts must be awarded and finalized for
all major subtrades for work amouating to not less than 45% of all hard-

T-815 P@16/834 F-235
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costs (i.e., all major subttades including, but necessarily limited to
structural, mechanical, elettrical, forming and concrete contracts),
increasing to 70% within 120 days of the first advance date.

satisfactory evidence of bonding on labour, materials and performance to &
50% level on all contracts;

site inspection by the Lender;

evidence of equity contribution by the Borower of at least 8% of the
project costs; and :

{cc) Lender shall have reccived 2 report of the Quantity Surveyor, confirming that the

proposed construction of the Project on the Property can be completed within the

Construction Budget limits and on schedule.

All conditions precedent to funding expressed herein ate for the sole benefit of the Lender and
may be waived in writing at its option. The Borrower shall do everything necessary to meet all
such conditions precedent. '

17. Construction Disbuysement Procedures

(8)  The following shall be provided to the Lender each time the Botrower wishes an
advance to be made under the Loan: ' _

(B

(i)

Claim for progress draw (“Progress Claim™), containing & breakdown of
all subirade accounts, which shall be accompanicd by a stafutory
declaration of an officer of the Borrower declaring that all subtrade
accounts for the Project for the period of 30 days immediately preceding
the Progtess Claim have been paid in full, except for accaunts which are to
be paid under the Progress Claim;

A project cost summary (the “Project Cost Summary™) in form appreved
by the Lender’s quamtity surveyor certified by the Borrower's architect or
engineer or such other person identified as the payment certifier under the
construction contract or confracts entered into by the Borrower with
respect to the Project, as required by the Builders Lien Act (British
Columbis), or similar legislation, which shall set out:

(A) the original estimate of the cost of construction of the Project;

(B) the present estimaie of the cost of construction of the Froject;

- {C) - the percentage of the construction completed to date;

(D)  tho estimated cost to coraplete the Projeot;
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(E) the value of the construction cost covered under the Progress
Claim; :

(F)  the variance from the original budget;

(G)  abreakdown of the cost of construction among direct construction
costs and specific soft costs;

(i) A certificate from the Lender's quantity surveyaor that:

(A)  all construction is being performed in accordance with the plans
and specifications and fixed price contract approved by the Lender;

(B)  construction is progressing in accordence with the construction
timetable approved by the Lender;

(C)  the portion of the Progress Claim pertaining to direct construction
costs represents work actually completed on the Project;

(D)  the estimate of the cost to complete as set out in the Project Cost
Summary, including intetest accruing due under the Construction
Loan, is roasonable, accurate amd sufficient to complete the
Project, and does not excesd the unadvanced portion of the
Construction Loan; and

(B) the investment of equity from the Borrower with respect fo the
Project of an amount not less than 8% of total approved Project
costs.

(iv) At the Borrower's cost, satisfactory report from the Lender's solicitors -
followitg a Land Title Office search on the Lands irmmediately prior to the
advance, showing the Lands as being duly repistered in the name of the
Borrower and encumbered only by the Security Documents in favour of

' the Lender;

()  The Lender shall mot be required fo mske an advance under the
Construction Loan unless it has teceived the Required Notice of the
Borrower's intention to call for an advanoe.

Prior to each advance of funds the Borrower will provide to the Lender a statutory
declaration or certificate in the Lender's form confirming, inter alia, that no
default or event of default has occured, all representations and warranties remain
true and corvect and that all trades have been paid to date or will be paid to date
from the advance, for the work completed to date. Al funds are to be used for the
construction of thé Project; no Loan funds are to be used for any other

 property/project.
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(c)  Each advance of the Loan will be subject to all applicable construction lien (or
similar applicable legislation) holdbacks and other requirements. Liea holdback
amounts will not be advanced until at least 5 days afier the expiry of all applicable
lien periods and confirmation of same by the Lender's solicitor, Partial releases
of lien holdback will be permitted provided that same is certified by the approved
Quantity Surveyor and the Lender's solicitor as being acceptable pursuant o
applicable legislation.

b If at any time the costs incurred with respect to aiy completed work exceed the
approved Construction Budget for such work, the Borrower and/or the Additional
Covenantors will immediately pay for such excess cost by increasing the equity

(¢ 1 ANy TiTitE the cost 10 complete the project ,',.- The sum of 1) unadvanc dvpinas=rn.
amount of mortgage, 2) approved insured purchasers’ deposits yet to be released
onto the project and 3) the approved deferred costs, the Borrower and/or fypomeny
Additional Covenantors shall pay for the continuing work direcily as any.
payments fall due until such tinic as the cost to complete is less than the

anadvanced armount of the mortgage and-deferred purchasers’ deposits and
approved deferred costs. _

()  Under no circumstances will the Lender be obliged to make g final advance under
the Loan until sach time as construction of the Project has been certified as fully
completed in accordance with the plans and specifications provided to and
approved by the Lender and whatever statutory period for registration of liens has
expired an no liens having been registered or notice of liens given, or, if liehs
have been registered or notice theraof given, the Borrower_ has abtained the
discharge, reiesse, vacating or withdrawal of all such liens as the case may be.

(& Al conditions precedent to funding expressed hereln are for the sole benefit of the
Lender and may be waived in writing at its option. The Borrower shall do
everything necessary to meet alt such gonditions precedent.

(t)  The Lender, at its option, may from time fo time perform a site inspeotion,
~ provided that, where no event of default exists, such inspections shall not be more
frequent than once in any six month period,

® The Borrower shall pay a construction disbursement fee of $250 each time the
Borrowers draws wnder the Loan provided for herein. Said feo will be deducted

from the subject advance.

)  The administrative costs of the Lender's mortgage administrator relating to cach
advance shall be paid by the Borrower and may either be deducted from the next
advance or, after the final advance of the Loan, may be added to the principal
amount secured hereby.

-12- M
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In the case of tesidential l?ée, the Lender shall approve the Botrower's gtandard form of lease
and the Borrower ghall not/amend same without the Lender's prior written consent. In the caso
of non-residential leases, the Lender shall have the right to approve all future tenants leasing
space in excess of 2,500 square fest and the terms of their respective leages. At the Lender's
option, all non-residential tehants shall enter into a non-distarbance and attornment apreement
with the Lender (in form and substance sa isfactory to the Lender) wherein the tenant agrecs to
attorn to the Lender on the terms of its lease on request and the Lender agrees not to distutb the
occupeancy of the Tenant so long as it is not in default.

18, Leases

19, Property Management

The Lender shall have the right to require the Borrower to retain professional third party property
management for the Property satisfactory to the Lender. The Lender shall also have the right to
approve the terms and conditions of the management agreement. Any change in the
management of the Property ghail require the prior wiitten approval of the Lender, both as to
manager and the terms and conditions of the management agreement. Lender acknowledges that
the property is will be managed by Kingsway Arms Management Services Inc. Such
management is cutrently satisfactory to the Lender.

20. nsurance

The Borrawer will at all times comply with the insurance tequirements set ouf it $chedule 2
hereto. ‘
Ar THe ©ub OF Ychk Ong WE VUL patven

21.  Financial Reporting 7 A SaANGE SeerET PV AS  Au exPens b

’ wALSEN A TWE ChsT - QS WL Plobucs
Within one hundred and twenty (120) days after the end of each of the Borrower's fiscal years, ¢p g LENE
or, if the Borrower is an individual, each calendar year, or more often if requested by the Lendet, Fload Al
the Borrower shall provide te the Lender: ' STATELESAT TS

(a) review engagement financial statements, or, where available or required by the 2 THE
Lender, audited statements, of the Botrower and the Additional Covenantord (if peude’
applicable), including a Balance Sheet and supporting schedules, 2 detailed &aa o il
Statement of Income and Expenditutes and supporting schedules, and a Statemnen i1

of Change in Cash Flow; in the case of an individual Borrower or Additiofla
Covenantor, net worth statements may be sapplicd in lie of financial statemeny§

(b) review engagemont financial statements in respect of the Propotty, including a
Galance Sheet and supporiing schedules and 2 detailed Statement of Income and
. Bxpenditores and supporting schedules; and

(c) 2 detailed budget for the Property for the mext fiscal year, forecasting both
operating income and expenses and capital expenditures.

Within fifteen (15) days after the end of cach month, the Borrower shall provide to the Lender:
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()  during the course of the proposed construction, a report from the Quanlity

Surveyor certifying the amount and value of construction completed and
indicating that the cost to complete the proposed comstruction is- in
accordance with the approved Construction Budget and Project Drawings
and Specifications;

(i)  arentroll and occupancy report for the Property;

@ii5) & budget versus actual analysis for the Propetty for the preceding twelve
(12) months; '

(iv) acopy of alt daw requests received from the contractors and approved by
the Quantity Surveyor; and -

(v)  at Lender's request, such other operational reports as may reasongbly be
requested by Lender, including those submitted to any govemnmental or
quasi-governmental authority with respect to licensing requirements.

The Borrower hereby authorizes the Lender to obtain such other financial information from third
patties respecting it as the Lender may require and the Borrower covenants to deliver any further
financial information requested by the Lender as soon as reasonably possible.

If the Property is vacant land, the delivery set out in (ii) above will not be requ&cd.

22.  Due on Salg, Change of Control, efc.
The Lender may, at its option, declare forthwith due and payable the eutire balance of the unpaid

principal together with accrued and unpaid interest due thereon, if, without the prior written

consent of the Lendor being obtained (such consent boing in the Lender's sole discretion):

(a)  the Bomower or any Additional Covenantor (1f applicable) directly or indirectly
sclls, conveys, transfers or otherwise disposes of its interest in the Property or any

part thereof or agress to do s0;

(o)  if there is a change in the effective voting control of any of the Borrower of the

Additional Covenantors (if applicable); or

(¢).  if the Borrower or agy of the Additional Covenantors (if applicable) amalgamates
or merges, without the prior consent of the Lender.

The decision to accelerate the Loan shall be at the sole option of the Eender. Consent 1o ene of
the foregoing transactions shall not be deemed to be a waiver of the tight to require consent (o

future or suceessive transactions.

The Borrawer will provide reasonable prior written notice to the Lender of any anticipated or
{mpending transaction which would require the consent of the Lender under this Section together

14
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with all necessary information as the Lender may require to determine whether or not {o grant its
consent thereto.

23.  First Right of Refusal on Matarity

The mortgage shall provide that the Lender shall have the right of first refusal with respect to any
mortgage loan commitment that the Borrower is prepared to accept in respect of the replacement
of the Loan or a part thereof ypon its maturity. The Borrowsr shall provide the Lender with 2
copy of any such morigage commitment, and the Lender shall have the right within three (3)
business days of receipt of the commitment to provide the financing offered therein on
substantially the same terms and conditions as therein set out. Any loan commitment which the
Borrower accepts with respect to the replacement of the facility provided for herein shall be
conditional for three (3) business days following delivery of such loan commitment to the Lender
in order to allow the Lender to exercise this right of refusal,

24, Chang‘esand Alterations WAL

The Borrower will maintain the Propetty &' gdedrepair and condition and shall commit no waste
on the Proporty. Any majorfchanges, additlons, and/or alterations contemplated to the Property,
including any changes in use of the Property or nature of the¢ business conducted from the
Property, other than previously approved construction, must receive the Lender's prior written
consent (such consent being in the Lender's sole discretion). The Borrower will provide
reasonable prior written notice to the Lender of any anticipated or impending transaction which
would require the consent of the Lender under this Section together with all necessary
information as the Lender may require to determine whether or not to grant its consent thereto.

25.  No Forther Encumbrinces

The Botrower shall not, without the Lender's prior writteni consent (such consent being in the
Lender's sole discretion), further charge or otherwise encumber the Property or any interest
therein.

26. Represent#tions and Warraunties

Rach of the Borrower and the Additional Covenantors (if any), jointly and soverally ropresent
and warrant to the Lender that as of each of: (i) tho dato hereof; (ii) the Disbursement Date; and
(iii) each date subsequent to the Disbursement Date upen which any advances of the Loan are
made to the Borrower hereunder: ' '

(8) it is duly authorized, qualificd and licensed under all applicable laws, regulations,
ordinances and orders of public authorities to carry on business at the Property;

(b)  there is no action, suit, praceeding or investigation pending or threatened against
it or affecting it or any of its property at law or in equity or before or by any
federal, provincial or municipal department, ¢ommigsion, board, bureau, agency
or instrumentality, any of which would have any material adverse affect on it or
its ability to perform its obligations herennder or under the Security Documents or

| (&
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Yhe Borrower and each Additional Covenantor (if applicable) acknowledge and agree that on the '

€

the validity or enforceability of the Loan or the Security Documents or any action
to be taken in connection therewith;

it is not in default under or in violation of, m any material respect, any applicable
law, decree, order, rule or regulation or any indenture, agreement, lease, deed of
trugt, mortgage, bond, or other evidence of indebtedness or other instrutnent by
which it is bound;

it hias not defaulted in the payment of principal or of interest under any other logn,
debenture, note, bond or other evidence of indebtedness, nor has it defaulted in
the performance of or compliance with any term, covenant or condition under any
of the foregoing which, after the giving of notice or the passage of time, or both

. eould constitute an event of default thereunder;

all finaneial statements presented fo the Lendet are true and correct in all material
respects as of the date and for the periods indicated and have been prepared in
accordance with Canadian generally accepted accounting principles and disclose
to the Lender all inforination relevant to the' Lender in respect of the making of
the Loan; ) ,

‘the Property complies with, and the Borrewer is not i comnection with the

ownership, use or maintenance of the Property and the conduct of its business
therefrom, in violation of, any applicable federal, provincial, municipal or other
laws, regulations, orders or approvals of any governmental, or quasi-
governmental, authorities including all those relating 1o environmental matters;

1o the best of its knowledge, after prudent due diligence, all information which
has been provided to the Lender relating to the Property, by the Borrower and the
Additional Covenantors (if applicable) is true and correct in all material respects
and no material fact or facts have becn omitted therefrom which would make such
information misleading snd, without limiting the generality of the foregoing, the
Borrower has not failed to disclose to the Lender any facts or information whic!

would be material to a lender in respect of the Property; and -

the Borrower is the registored and beneficial owner of the Propetty with good and
marketable title thereto in fee simple.

Disbursement Date the wareanties and representations herein set out shall be true, complete and
accurate and the Borrower and the Additional Covenantors (if applicable) shall, on a joint and
several basis, indemnify and save harmless the Lender from and against all losses, damages and
expenses directly or indirectly suffered by the Lender resulting from any inaccuracy or
misrepresentaion in any representation or warranty set forth in this Commitment,

Any breach of a term, covenant, condition, representation or warranty in this Commitatent
shall constitute an event of default under the Security Documents which shall entitle the
1ender to exercise any or all of its rights and remedies thereunder, at law or in equity.

-16-
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27. Cancellation of Commitment and Further Fvents of Defgulf

At the sole option of the Lender, this Commitment may be cancelled and there shall be no
obligation to disburse the Loan if: :

(2) due to the failure, for any reason, of the Bortower or any Additional Covenantor
(if applicable) to satisfy any of the provisions or requirements hereof, the Lender
has ©iot been willing or able to disburse the Loaa ot or before June 31, 2009 (the
"Close Out Date™);

(b)  the Borrower or any Additional Covenantor (if applicable) is in breach of any
tertm, covenant, condition, representation or warranty herein;

(c) in the solc opinion of the Lender there is a material adverse change in the
position, financial or otherwise, of the Borrower or any Additional Covenantor (if
applicable) from that represented to the Lender as at the date hereof;

(@  in the sole opinion of the Lender, thore has been a matetial adverse change in the
condition of the Property or in the actual or anticipated revenues therefrom from
that existing at the date hereof; or '

“(g)  any situation axists which would constitute a default horeunder or under any of
) the Security Documents.

'€ the whole Loan Amount has no been disbursed on or before the Close Out Date, the Lender
may, at its sole option, close out the Loan Amount at the amount then disbursed, if any.

The following shall be additional events of default entitling the Lender to exercise its retmedies
under the Security Documents, including its rights at its option to require the Borrower 10
immediately pay the entire amount of principal and accrued interest then outstanding:

(8)  if a material adverse change occurs in the financial position of the Borrower
and/or the Additional Covenantors, the property given as security or the
represcntations and warranties made by the Borrowor and/or the Additional

Covenantors;

(b)  if any of the representations and watranties made by the Borrower and/or the
Additional Covenantors in any document of cerlificate delivered pursuant hereto
is incorrect in a material respect; and/or

(¢)  if construction on the project ceases for any reeson whatsoever (strikes, matetial
shortages, weather conditions or ofher eveuts beyond the control of the Borrower
excepted) for a period of 10 consecutive days. In such event, the Lender may, at
its option, assume complete control of the construction of the project on such
terms and in such manner as it deems advisable, '

) 28.  Expraopriation

-17-
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In the event that amy portion of the Property is cxpropriated with the result that, in the Lender's
opinion, the Lendes's secusity is materially and adversely affected, the Lender may, at its option,
require that the Loan, including accrued interest and all of the Lender's costs and expenses, be
forthwith repaid in full.

29. Liems

On the Disbursement Date and each subsequent date upon which a Loan advance is made to the
Botrower hereunder, there shall have been full and complete compliance with all requirements of
the applicable construction, mechanies' or builders' lien legislation and the Borrower shall sgbmit
to the Lender, in form and substance satisfactory to the Lender, evidence of such compliance
(izctuding a sub-scarch opinion of the Borrower's coutisol). ‘The Lender may retain from any
disbursement such amounts as it considers advisable to protect its interest from subordination
under such legislation. The Borrower shall provide additional security, information and
documentation as may be required by the Lender to preserve apd ensure i all respects the
absolate priority of the Mortgage contemplated herein over any rights of any existing or
potential lien claimants. ,

30. Expenses

\Whether or not the Loan is disbursed and notwithstanding retention of the Loan Processing Fee
and Good Faith Deposit by the Lender, all of the Lender's costs and expenses, including, without
timitation, all legal fees and disbursements (including title insurance premiums, if applicable}
and the cost of all roports, appraisals, site visits, inspections and investigations incured by the
Lender in relation to the Loan and/or this Cominitment shall be paid by the Borrower. The
Borrower shall also be responsible for any commigsion or finder's fee payable in connection with
this Commitment. All such amounis are payable forthwith, on demand by the Lender and may
he deducted ffom amy advance hereunder or be added to the principal balance of the Mortgage
and shall bear interest at the Interest Rate. :

31. Credit Invegtigations

The Borrower, cach Additional Covenantor (if applicable) and their related entities hereby
authorize the Lender to make inquiries concerning the character, general Teputation, personal
characteristics, financial and credit data of the Borower and each Additional Covenantor,
in¢luding, without limitation, their respective directors, officers, sharcholders, and principals,
and to Verify amy information provided to the Lender yereunder, all for the purpose of
underwriting and servicing the Loan. .

3. Authorizaﬁcm relating to the Property

The Borrower authorizes all gavernmental and other authorities having jurisdiction with respect
to the Property, to disclose to the Lender or its solicitors all information in their possession with
respect to the Property and to imdertake any inspections requested by the Lender or its solicitor
and agrees to forthwith provide to the Lender any further authorization as may be required for

the aforesaid.

-18- ﬁ
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33. Congent to Disclosure

fu the event the Lender sells the Loan or securitizes it info the secondary market, the Borrower
and each Additional Covenantor (if applicable) consent 10 the release by the Lender of all
information and materials in the Lenders possession conterning the Borrower, cach Additional
Covenantor and/or the Property to such party or parties (including the public in any offering
memorandum) as may be necessary or desirable to facilitate such sale or securitization. In
addition, the Bommower and each Additional Covenantor agrees that the Lender may share any
information concerning the Botrrower or any Additional Covenantot, as the case may be, with:
(2) any proposed assignee of this Commitment or the Loan, (b) tho Lender's duly authorized
agents ot representatives who are engaged in the processing or servicing of the Loan and ()
organizations with which the Lender has strategic alliances who may usc such information to
provide the Bomower or any Additional Covenantor with information on certain financial
products which may be of interest to them, Yf the Borrower or any Additional Covenantor -
decides it does not wish its personal information shared with any party referred to in subsection
(c) of thig Scction, it may so advise the Lender in writing at any time and the information will not
be so shared.

34, Additiongl Cgveﬁantgrs

The Additional Covenantors, if any, hereby acknowledge and agree that ench of them is jointly
and severally liable for all covenants and obligations of the Borrower under this Commitment
and under the Loan.

35.  Publici

On corpletion of funding, the Lander may, at its option, issue & press release announcing the
Loan. Duriag the construction of any improvements, the Lender may require a sign to be erected
and mainteined by the Borrower evidencing the Lender's financing of same and may place
notices thereof in the media, :

36. Non-Merger of Cnmmigm' ent

Neither the execution, delivery nor the performance of any Security Documents nor the advance
of the Loan shall in any way merge or extinguish this Commitment or the terms and conditions
contained herein. This Commitment and sl its provisions shall continue in full force and effect
until the Loan has been repaid in full; provided that, in case of any inconsistency or conflict
between any provision or provisions of this Commitment and any provision or provisions of the
Security Documents, the Lender may eleot which instrument or provision is to prevail.

37. NoAgen

The Lender is not acting as the Borrower's agent or otherwise in any fiduciary capacity in
relation to the Borrowet ifs conneotion with this Loan. '

-19.
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38.  Assignment

Neither the Borrowoet nor any of the Additional Covenantors is permitted to assign any or all of
their respective rights and/or obligations pursuant to this Commitment, the Security Documenis
or any of the Loan proceeds. This Commitment, the Loan and/or the Security Documenis may
be assigned, in whole or in part, by the Lender at any time before or after the Disbursement Date.

39. Entire Agreement

This Commitment and the Schedules attached hercto, when accepted by the Bormmower, will
constitute the entire agreement and understanding between the parties hereto with respect to the
Loan and supercede afl other agreements, understandings or conmmitments, whether oral of
written. The terms and conditions of this Commitment shail not be merged by and shall survive
the execution of the Security Documents. In the event of a conflict between the terms of this
Commitment and the terms of the Security Documents, then the terms of this Commitment shall
prevail to the extent of such conflict,

4D, Approvals and Consents

Any spprovals or consents required to be made or given by the Lender hereunder must be
oxpressly given in writing pursuant hereto and shall not be implied or construed by the delivery
or receipt of documents. : .

41,  Amendments and Waivers

Bxcept as otherwise exprossly provided herein, this Commitment cantiot be waived, altered,
amended, discharged or terminated other than by 2o agreement in wiiting sigted by the party
against whom enforcement of any such waiver, alteration, amendment, discharge or termaination
is sought. o

42, Communications

All communications provided for herounder shall be in writing, personally delivered, sont by
prepaid first class mail or sent by olectronic transmission, and if to the Lender addressed to the
address above-noted to the attention of the Managex, Mortgage Investmients and if to the
Borrower to the address noted above. The date of receipt of any such communication ghall be
deemed 1o be the date of delivery, if delivered as aforesaid, or the third Business Day following
the date of mailing, if mailed, as aforesaid. If sent by electronic transmission before 4:00 pm on
any Business Day, such communication shall be deemed to have been received on the date sent;.
if sent after 4:00 pm on'any Busincss Day or if sent on a day which is not a Business Day, such
communication shall be deemed to have been received on the next following Business Day. Any’
party hereto may change its address for service from time to time by notice in the manner herein
provided. Jn the event of 2 postal disruption or an anticipated postal dismuption, prepaid first
class mail will not be an acceptable means of communication.

<20 -
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The Borrower and cach Additional Covenantor shall, at the Lender's request, excouts or deliver
such further documentation and enter info such other agreoments as are necessary for the
securing of the Loan and the fulfilling of the terns contained herein.

43. Further Assurances

44, Time of the Essence
Time shall be of the essence of this Commitment in all respects.

45, Enurement

This Commitment shall be binding upon and enure to the benefit of the parties hereto and their
respective transferces, successors and assigns, subject to any limitations contained in the Section
entitled "Assignment" above. .-

46. Vi AW

This Commitment and all documentation and securily contemplated hereunder shall be governed
by and construed in accordance with the faws of the Province in which the Property is simate and
the federal laws applicable therein.

47, Saverability —-

If any covenant, obligation or agreement contained in this Commitment or the application thereof
to any pérsoh or circumstance is, to any extent, invalid or unenforceable, the remainder of this
Commitment or the application of such covenant, obligation or agreement to persons of
clreumsiances other than those as to which it is held invalid or unenforceable, shall not be
affected thereby and each covenant, obligation and agreement of this Commitment shall be

separatoly valid and enforceable to the fullest extent permitted by law.

43.  Coynterparts

This Commitment may be cxecuted in any number of counterparts, each of which ghall be
deemed to be an original and all of which taken togethor shall be deemed to constitute one and
the same instrument. Counterparis may be cxecuted cither in otiginal or faxed form and the
parties hereto adopt any signatires received by a receiving fax machine as original signatares of
the parties.

49, Confldentiali

The Borrower will not disclose or identify the Lenders investor/client, except: (i) as may be
required by law or in connection with legal proceedings; (ii) as may be reasonably necessary to
complets the transaction or documentation contemplated hereby; or (fii) as required for reporting
purposes to officers, directors, ghareholders and auditors of the Borrower,

~-21 -
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50. Imterpretation

@

(b)

(©)

(d)

(e)

(®

The headings of all provisions herein are inserted as 8 matter of convenjence only
and not to define the intent of this document, The necessary changes in grammar
and gender required to apply to the parties hiercto shall be assumed as though
expressed.

If there is more than one Bomower ot if there is an Additional Covenantor, or
more than one Additional Covenantor, each of the covenants, agreements and
obligations herein shall, as between and among cach Borrower and each
Additional Covenantor, bo deemed to be joint and several, cxcept a8 may
otherwise hetoin specifically be provided, and the term "Borrower" shall be tead
as if each Borrower were specifically named and the term "Additional
Covenantor” shall be read as if each Additional Covenantor were specifically
named and any default by eny one Borrower shall be deemed to be a default by
cach Borrower and any default by any one Additional Covenantor shall be
deemed to be a default by each Additional Covenantot.

"Business Day" means a day of the week, other than Saturday, Sunday or any
other day which is a statatory or a municipal holiday in the muni¢ipality in which
the Property is situate.

"Person” includes any individual, parthership, joint venture, trust, unincorporated
organization or amy other association, corporation and government or any
department or agency thereof.

#prime Rate" means, at any time, the rate of interest quoted by the Royal Bank
of Canada as its reference rate of interest in order t0 determine the interest rafe
charged for demand loans in Canadian funds to their most creditworthy
customers, s the same may be in effect from time to time, and arnounced from
time to time as its "prime rate®. Each change in snid Prime Rate shall become
effective on the same datc as the effeotive date of the change in the Prime Rate.

The words “hereto", “herein”, "hereunder”, hereof”, "hereby”, "this
Commitment”, "this agreement' and simitar expressions used in this
Commitment, including the schedules attached heroto, mean of refer to this

Comamitment as 2 whole and not to any particular provision, section or paragraph

or ather portion of this Commitment and include any instrument supplemental or
ancillary bereto,

Acceptance of this Commitment shall create 2 binding agreement between the parties hereto on
the tarms and conditions set out heroin. To accept this Commitment, kindly exccute satne whete
indicated below and return it to the Lender together with a cheque in the amount of $150,000,
being the Good Faith Deposit, by no later than 4 p.m. Torouto time on October 27, 2006, at the
address noted above. )
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Failing receipt by the Lender of the executed Commitment together with the Good Faith Deposit
by the date and time aforcsaid, the offer contained in this Commitment shall be null and void and
of no further force and effect unless the Lender shall have otherwise agreed in writing whether
before, on or after such date.

Yours truly,

CARLISLE CAPITAL STRUCTURES CORPORATION

Roderick G. Dougherty, President

Accepted onthe :21#‘ day of 0@4' e , 2006 -
KINGSWAY ARMS MANAGEMENT SERVICES INC.

Per:

Name:
Title:

1 have the authority to bind the Corporation

KINGSWAY ARMS HOLDINGS INC.

Per:

‘Name: Phetsew. GHAnE
Title:  Ples 1oenrt

1 have the authority to bind the Corporation
KINGSWAY ARMS MANAGEMENT HOLDINGS INC,

Per:

Name: PATRACL EHADE
Title: Pﬂﬁ’f DEOTT

I have the authority to bind the Corporation

-23.
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CHAPLIN VENTURES LTD.

Per: .

Name:
Title:
1 have the authority to bind the Corporation

COLTER INVESTMENTS (GP) LTD.

Per:

Name:
“Title:

[ have the autherity to bind the Cotporation

ALLAN GROSSMAN

PATRICK BYRNE

GRAHAM PARKER
Attachments
Schedule 1 — Bnvironmental Provigions

Schedule 2 — Insurance Requirements
Schedule 3 — Description of Lands

-24-
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Failing receipt by the Lender of the exccuted Commitment together with the Good Faith Deposit
by the date and time aforesaid, the offer contained i1 this Commitment shall be null and void and
of no further force and effect unless the Lender shall have otherwise agreed in writing whether
before, on or after such date. :

Yours truly,
CARLISLE CAPITAL STRUCTURES CORPORATION

Roderick G. Dougherty, President

Accepted on the o9 day of __prradet ,200."
KINGSWAY.ARMS MANAGEMENT SERVICES INC.

7/

Name: v p&ﬂ“ﬂ P 'gy,zdg
Tile:  Dpzeinerr

1 have the authority to bind the Corporation

KINGSWAY ARMS HOILDINGS INC.

/=

Name:  PATf  Stwe
Titlf:: FZES' 1D EAT

I have the authority to bind the Corporation

KINGSWAY ARMS MANAGE

Tifle:

I have the anthority to bind the Corporation

-23-
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CHAPLIN VENTURES LTD.

Per: ﬂ-_zc/g_/ ﬂ@ .

Name: srenaRi., RANMONE <
Title: PRESTAENT
{ have the sutherity to bind the Corporation

COLTER INVESTMENTS (G¥) LTD.

Per:

_ Name:
Title:

| e the authority to bind the Corporation

ALLAN GROSSMAN

PATRICK BYRNE

GRAMAM PARKER
Aftachments
Schedule 1~ Gnvironmental Provisions

Schedule 2 — Insurance Requirements
Schedule 3 — Description of Lands
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CHAPLIN YENTURES LTD.

Per:

Name:
Title:
I have ihe authority to bind the Corporation

COLTER INVESTMENTS (GP) LTD.

Per:

Nie: sty LATANK SIS

Y have the authority to bind the Corporation

ALLAN GROSSMAN

PATRICK BYRNE

GRAHAMPARKER
Attachments
Schedule 1 — Favironmental Provislons

Schedule 2 — Insurance Requirements
Schedule 3 — Description of Lands
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CHAPLIN VENTURES LTD.

Per:

Name:
Tifle:

I have the antherity to bind the Cotporation

COLTER INVESTMENTS (GF) LTD.

GRAHAM PARKER &

Attachments
Schedule 1 — Environmental Provisions

Schedule 2 — Insurance Requirements
Schedule 3 - Description of Lands
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SCHEDULE 1

Definitions
In this Schedule and i the Mortgage the following words shall have the following meanings:

"Applicable Laws" moans, In respect of any person, propetty, transaction or event, ail
applicable federal, provincial or municipal laws, statuies, regulations, rules, by-laws, policies and
guidelines, orders, permits, licences, authorizations, approvals and all applicable common law or
equitable principles in force and effect during the currency of this Charge.

"Charge" means the Charge/Mortgage made pursuant to the Land Title Act to which the
Chargor and the Chargee are parties and any amendments from time lo time made hereafter by
the Chargor and Chargee in writing in accordance with the provisions therein.

"Charges" means Carlisle Capital Structures Corporation, or its successor or assignee.
"Chargor” means the botrower described in the agreement to which this schedule is attached.

"Environmental Laws" means all present and future Applicable Laws, standards and
requirements relating to environmental or ocoupational health and safety tatters, including those
relating to the presence, release, reporting, licensing, permittiag, investigation, disposal, storage,
use, remediation and ¢lean-up or any other aspect of a Hazardous Substance.

»Environmental Proceeding” means any investigation, action, proceeding, conviction, fine,
judgement, notice, order, claim, directive, permit, license, approval, agreement or Lien of any
nature or kind arising under or relating to Environmental Laws.

"Hazardous Substances'’ means eny substance or material that is prohibited, controlied,
otherwise regulated by any governmental authority or is otherwise hazardous in fact, including

without limitation contaminants, pollutants, asbestes, lead, urea formaldehyde foam insulation,

polychlarinated by-phenyls or hydracarbon products, any materials containing same or derivates
thereof, explosives, radioactive substances, petrolenm and associated products, undergrouvnd
storage tanks, dangerous or toxic substances or materials, controlled products, and hazardous

wastes.

Representations Regarding Eyvironmental Matters

The Chargor represents and wawants, which representations and warranties skall be deemed to
be continually repeated until gll of the obligations pussuant to the Commitment, the Charge and
the Security Documents have been repaid and/or performed in full and the Loan has been
terminated, and covenants that:

(a)' the Property and all businesses and operations condusted thereon comply with all
Environmental Laws;

(b)  the Property has not been used for or designated as a waste disposal site and, except as
Sisclosed in the environmental audit provided to the Chargee prior to the advance of
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funds' wnder this Charge (the "Environmental Audit"), the Property contains no
Hazardous Substances and there is no existing or threatened Environmental Proceeding
against or affecting the Property;

(c)  copies of all existing environmental assessments, audits, tests and reports relating to the
Property have been delivered to the Chargee; '

(@)  to the best of the Charpor's knowledge and belief, there are no pending or proposed
changes to Environmental Lews or to any Environmental Proceedings, which would
render illegal or materally restrict or change the present wse and operation of the
Property; and

(¢)  except ag disclosed in the Environmental Audit, neither of the Chargor nor, to the best of
the Chargor's knowledge and belief afler due inquiry and investigation, any other person
or organization: (i) has used or pormitied the use of the Property to generate,
manufactuts, refine, treat, transport, store, handle, dispose, transfer, produce ot process
Hazardous Substances; (ii) has been subject to any Environmental Proceeding related to
the Property; (iii) has caused or permitted tho release or discharge of any Hazardous
Substance on or in the vicinity of the Property; (iv) has received or otherwise hag
knowledge of any Environmental Proceedings or of any facts which could give rise to
any Bnvitonmental Procecding related to- the Property; (v) has undertaken any
remediation or clean-up of any Hazardous Substance on or in the vicinity of the Property;
or (vi) has defaulted in reporting any occurrence or CirCUmStance {0, any governmental
authotity in relation to the Property which is or was required fo be reported pursuant to
any Envitonmental Laws.

Additional Coyenants Reparding Environmental Matters

The Chargor shall; (i) conaply and shall ensure that the Property complies with all Environmental
Laws at all times; (ii) not permit any Hazardous Substance to be located, manufaotured, stored,
spilled, discharged or dispased of at, on or under the Property (except in the ordinary course of
business of the Chargor or any tenant and in ¢ompliance with all Environmental Laws) nor shall
the Chargor permit any other activity on or in respect of the Froperty that might result in any
Pnyironmentzl Procecding affeoting the Property, Chargor or Chatgec; (iii) notify the Chargee
promptly of any threatened or actual Favironmental Proceedings; (iv) remediate and cure, in a
timely mianner, any non-compliance by the Property or the Chatgor with Environmental Laws,
including, without limitation, removal of any Hazardous Substances from the Property; (V)
imaintain all environmental and operating docwments and records including, without limitation,
all permits, licenses, certificates, approvals, orders and agreements relating to the Property as
required by Eavironmental Laws; (vi) provide the Charges promptly upon request with such
information, documents, records, permits, licences, certificates, approvals, orders, agreements,
environmental audits, reposts, assessments and fuspections and take such other steps (all at the
Chargot's expensc) as Tagy be required by the Chargee to confirm and/or ensure compliance by
the Property and the Chargor with Environmental Laws, and (vii) execute all consents,
authorizations and directions necessary to permit any inspection of the Property by any
governmental guthority and to permit the release to the Chargee ot its representetives, of any
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inforraation relating to the Property and the Chargor, as the Chargee may request from fime to
time.

Environmenisl Indemnity

Without limiting any other provision of this Charge, the Commitment, the Security Documents
or any documents collateral hereto and thereto, the Chargor shall indemnify and pay, protect,
defend and save the Chargee harmless from and against all actions, proceedings, losses,
damgges, labilities, claims, domands, judgments, costs, expenses, (including legal fees and
disbursements on a solicitor and his own client basis) (collectively "Environmental Claims"),
imposed on, made against or incurred by the Charpee arising from or relating fo, directly or
indircotly, and whether or not disclosed by the Environmental Audit and whetber or not caused
by the Charger or within its cantrol, (i) any actual or alleged breach of Bnvircnmental Laws
relating to or affecting the Property, (ii) the actual or alleged presence, release, discharge ot
disposition of any Hazardous Substance in, on, over, under, from or affecting all or part of the
Praperty or surrounding lands, including, without limitation, any personal injury or property
damage arising therefrom, (ifi) any actual or threatened Environmental Proceeding affecting the
Property including any sctfiement thereof, (iv) any assessment, investigation, containment,
monitoring, remediation and/or removal of Hazardous Substances from all or any part of the
Propetty or surrounding arcas or otherwise complying with Environmental Laws, or (v) any
breach by the Chargor of any covenant herevnder, under the Commitment, under the Security
Documents or yader any document collateral hereto or thersto of under Applicable Law relating
to environmental matters. This indemnity shall swvive repayment of the Loan gecured hereby,
foreclosure upon this Charge and any other extinguishing of the obligations of the Chargor under
this Charge and any other exercise by the Chargee of any remedies available to it against the
Chargor.

L32
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SCHEDULE 2

Ingurance Requirements

The Borrower will at all times during the Term maintain the insurance required by the Mortgage
including, without limitation the following coverages:

(2)  all risks of direct physical loss or damage, including, without limitation, builder's
risk coverage, coverage for the foundations of all improvemenis and flood and
earthquake coverage, all on a replacement cost basis with loss payable to the Lender
under an Tnsurance Burcau of Canada mortgage clause; the policy should allow for
the improvements on the Property to be completed (if applicable), for pardal
occupancy, and for the Property to be vacant and unoccupied for 2 period of at least
30 days; :

(b)  comprehensive broad form boiler and machinery insurance covering all pressure
vegsels (whether fired or unfired), air conditioning and raiscellaneous electrical
apparatus on the Property, for an amount gatisfactory to the Lender, with loss
payable to the Lender under a Boiler and Machinery Insurance Association
mortgage clause;

(o)  business interruption or rental income loss coverage on a gross profits or rentals
form sufficient to cover 100% of the loss of rent or loss of business income from
the business conducted on the Property for a period of twelve (12) months, based on
the greater of actual er projecied revenio, in respect of all perils described in (2)
and (b) above; and . '

(d) comprehensive gencral lability insurance, inclusive of bodily injury, death or
property damage or loss, for a minimum amount of $5,000,000 per oceurrence Or
such other amount as the Lender may reasonably request.

The coverage required by sections (2) end (b) sbove shall include by-law endorsements
acceptable to the Lender, including but not limited to sama site waiver, increased cost of
construction, undamaged portion ceverage and demolition and debris coverago.

All policies shall be on a "no co-insurance” basis. All such insurance shall be placed with a
company or companies satisfactory to the Lender, Deductible amounts shall also be subject to
Lender's approval. All canceliations and alteretion clauses in the above-referenced policies,
including those obtained in the mortgage clause endorsements, shall provide for at least thirty
(30) days prior written notice to the Lender of any cancellation of or material alteration to the
policy. The Borrower shall provide evidence of policy renewal or satisfactory replacement
annually at least thirty (30) days prior 10 expiry. The Botrower shall deliver to the Lender
original or certified coples of all policies required hereunder. 'The Lender shall be entitled to
requira coverage of such other risks and perils as the Lender may from time to time consider
adyisable or desirable and in respect of which insurance coverage is available.
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Legal Description

MEIA (MUNICIPALLY KNOWN AS 32331
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ASSIGNMENT OF COMMITMENT LETTER

In consideration of $2.00 (TWO DOLLAR_'S), the receipt of which is hereby acknowledged, Carlisle
Capital Structures Corporation (“Carlisle”) hereby assigns to 1397225 Ontaric Limited (the
“Assignee™) all of Carlisle’s interest in and to a commitment letter (the “Commitment Letier”) dated
October 24, 2006, as amended, modified and restated from time to time between Carlisle and 682202
B.C. LTD. (the “Borrower”) and Kingsway Arms Management Services Inc., Kingsway Arms
Holdings Inc., Chaplin Ventures (GP) Ltd., Patrick Byrme, Graham Parker, Kingsway Arms Holdings
B.C. Lid., Colter Investments LP and 0780293 B.C. Lid. {collectively, the “Covenantors™) with
respect to financing a project referred to as “Ceadarbrooke Chateau” located at 32331 7" Avenue, in
the Municipality of Mission, in the Province of British Columbia, including all rights of action or
other rights accruing to the undersigned, or which might after this assignment takes effect accrue to
Carlisle under the Commitment Letter and the Assignee covenants and agrees to be bound by the terms
of the Commitment Letter and perform the obligations contained in the Commitment Letter in the same
manner as if the Assignee had been an original party thereto and to the same extent as Carlisle.

DATED the __ day of . 2006,

CARLISLE CAPITAL STRUCTURES CORPORATION

d - f
/;@//// 7

Name; !
Title:

Acknowledged and Accepted this ____ day of , 2006;

1397225 ONTARIO LIMITED

v __ A

Name:
Title:

Acknowledged and Accepted by the Borrower and Covenantors this ___dayof
2006:

682202 B.C. LTD,

Per:
Name:
Title:

KINGSWAY ARMS MANAGEMENT SERVICES INC.

Per:
Name:
Title:
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ASSIGNMENT OF COMMITMENT LETTER

In consideration of $2.00 (TWQ DOLLARS), the receipt of which is hereby acknowledged, Carlisle
Capital Structures Corporation (“Carlisle™) hereby assigns to 1397225 Ontario Limited (the
“Assignee’) all of Carlisle’s interest in and to a commitment letter (the “Commitment Letter™) dated
October 24, 2006, as amended, modified and restated from time to time between Carlisle and 682202
B.C. LTD. (the “Borrower”) and Kingsway Arms Management Services Inc., Kingsway Arms
Holdings Inc., Chaplin Ventures (GP) Ltd., Patrick Byme, Graham Parker, Kingsway Arms Holdings
B.C. Ltd., Colter Investments LP, .C. Ltd. and—iviehao]—Chaplin (collectively, the
“Covenantors”) with respect to financing a profect referred to as “Ceadarbrooke Chateau” located at

32331 7" Avenue, in the Municipality of Mission, in the Province of British Columbia, including all -

rights of action or other rights accruing to the undersigned, or which might after this assignment takes
effect accrue to Carlisle under the Commitment Letter and the Assignee covenants and agrees to be
bound by the terms of the Commitment Lefter and perform the obligations contained in the
Cormmitment Letter in the same manner as if the Assignee had been an original party thereto and to the
same exXtent as Carlisle. '

DATED the ___day of , 2006.

CARLISLE CAPITAL STRUCTURES CORPORATION

Per:
Name:
Title:

Acknowledged and Accepted this ____ day of , 2006:

1397225 ONTARIO LIMITED

Per:
Name:
Title:

Acknowledged and Accepted by the Borrower and Covenantors this ﬁ day of B nuAay 5{ s
200%:

682202 B.C.LTD.

Per: ',ﬁé::

Name: Micarrel OnerLind
Title:

KINGSWAY ARMS MANAGEMENT SERVICES INC.

Per:
Name:
Title:
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ASSIGNMENT OF COMMITMENT LETTER

In consideration of $2.00 (TWO DOLLARS), the receipt of which is hereby acknowledged, Carlisle
Capital Structures Corporation (“Carlisle”) hereby assigns to 1397225 Ontario Limi (the

. “Assignee”) all of Carlisle’s interest in and to a commitment letter (the “Commitment Letter”’y dated

October 24, 2006, as amended, modified and restated from time to time between Carlisle an 682202
B.C. LTD. (the “Borrower”) and Kingsway Arms Management Services Inc., Kingsway Arms
Holdings Inc., Chaplin Ventures (GP) Ltd., Patrick Bymne, Graham Parker, Kingsway Arms Hbldings
B.C. Ltd,, Colter Investments LP, 398810 B.C. Ltd. and Michael Chaplin (collectively, the
“Covenantors™) with respect to financing a project referred to as “Ceadarbrooke Chateau™ located at
32331 7" Avenue, in the Municipality of Mission, in the Province of British Columbia, including all
tights of action or other rights accruing to the undersigned, or which might after this assignment takes
effect accrue to Carlisle under the Commitment Letter and the Assignee covenants and agrees to be
bound by the terms of the Commitment Lefter and perform the obligations contained in the
Commitment Letter in the same manner as if the Assignee had been an original party thereto and to the
same extent as Carlisle. '

DATED the ___day of . , 2006.

CARLISLE CAPITAL STRUCTURES CORPORATION

Per:
Name:
Title:

Acknowledged and Accepted this ___day of _ ' , 2006:

* 1397225 ONTARIO LIMITED

Per:
Name:

Title:

Acknowledged and Accepted by the Borrower and Covenantors this ___day of
2006: ' . E

682202 B.C. LTD.
Pér:

N ame:
Title:

KINGSWAY MANAGEMENT SERVICES INC.

er: Ly —""
Nan Vit d /BT
Title: Q%bw
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.Per:
Name:
Title:

COLTER INVESTMENTS (GP) L.TD.

Per:
Name:
Title:

Al

PATRICK BYRNE

-~ CAcona
GRAF{AM PARKER
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KINGSWAY ARMS HOLDINGS INC.

Per:
Name:
Title:

CHAPLIN VENTURES LTD.

Per A E T
Name: MiGawrel. CawartiN
Title:

COLTER INVESTMENTS (GP) LTD.

Name:%(
Title:

PATRICK BYRNE

GRAHAM PARKER
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/OLDNGS B.C.LTD.
Per' ’ éi '

| I BNENE.
Tlt]c flesiheny

' COLTER INVESTMENTS LP

Per:
Name:

" Tifle:
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KINGSWAY ARMS HOLDINGS B.C. LTD.

Per:
Name:
Title:

I9ESIUB.C.LTD.

Per:
Nae:
Ti

COLTER INVESTMENTS LP
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0780293 B.C, LTD.,

Per: W
Name: pecwes 5;2,644;/7
Tiile: OSSO e




