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COST OVERRUN AND COMPLETION AGREEMENT >0

THIS AGREEMENT is dated the 19 day of January, 2007.

BETWEEN:

AND:

AND:

-

682202 B.C. LTD. (Inc. No. 682202) _
C/0O 1200 — 200 Burrard Street, Vancouver, B.C., VX 1T2

(hereinafter caltled the “Borrower™)

OF THE FIRST PART
1397225 ONTARIO LIMITED of _
5650 Yonge Street, Suite 300, Toronto, Ontario M2M 4H5 "~
(hereinafter called the “Lender™)
' OF THE SECOND PART

P

KINGSWAY ARMS MANAGEMENT SERVICES INC.,
KINGSWAY ARMS HOLDINGS INC., CHAPLIN
VENTURES LTD., COLTER INVESTMENTS (GP) LTD.,
PATRICK BYRNE, GRAHAM PARKER, KINGSWAY
ARMS HOLDINGS B.C. LTD.,, COLTER INVESTMENTS
LIMITED PARTNERSHIP and 0780293 B.C. LTD. all care of
1200 = 200 Burrard Strest, Vancouver, B.C., VIX 1T2

(Liereinafter collectively called the “Covenantor”)

OF THE THIRD PART

WHEREAS:

A,

The Lender has agreed to make the Loan available to the Borrower on the terms

and conditions set out in the Commitment Letter, as hereinafter defined.
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B.

-2~

It is a condition of the Lender making the Loan available to the Borrower that this

Agréement be executed by the Borrower.

NOW THEREFORE THIS AGREEMENT WITNESSES that for good and

valuable consideration and of the sum of $10.00 now paid to the Bommower by the Lender, the
receipt and sufficiency of which is hereby acknowledged by the Botrower, the Borrower agrees
with the Lender as follows: '

1.

1.1

out below:

2)
b)

9)

Q-

g)

h)

Definitions

~ Where used in this Agreement the following words shall have the meanings set

“Apreement” means this Agreement as amended from time to time,

“Budget” means the budget (and any amendments thereto) for the Project

- prepared by the Borrower and approved by the Lender;

“Budget Shortfall” means the amount by which the apgregate cost to complete
the construction of the Project after applying any cost savings to cost overruns,
including hard and soft costs and the amount required to service the interest on
the Loan up to completion of the Project, exceeds the unadvanced portion of the
Loan at such time;

“Commifment Letter” means that letter issued by Carlisle Capital Structures

Corporation dated October 24, 2006 assumed and accepted by the Borrower and
as assigned by Carlisle Capital Structures Corporation to the Lender, and all

' amendments thereto, setting out the terms and conditions of the credit facility

offered to the Bomrower;

“Cost Overrun” means an amount determined by the Lender, acting on the
advice of its quantity cost surveyor, that the actual cost of construction of a
portion of the Project {(determined on a line-by-line basis} exceeds the amount
established for construction of that portion of the Project as the appropriate line-
by-line itemns in the Budget;

.“Lands” means the property owned by the Borrower located at 32331 7%

Avenue, Mission, British Columbia and legally described in the attached
Schedule “A™;

“Loan” means the loan made or to be made by the Lender to the Borrower in the
principal amount of $25,360,000.00 pursuant to the Commitment Letter;

“Project” means the 138-unit indepéndent living facility being constructed on the
Lands.
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2. Guaranteed Payment of Budget Shortfall Amounts and Completion of
Project
2.1 If during the term of the Loan the Lender determines that a Cost Overrun has

occurred it will provide notice of the Cost Overrun to the Borrower which notice-shall require
that the Borrower prepare a revised budget for review by the Lender within five (5) business
days of receipt of the notice by the Bommower. If the Borrower fails to submit the revised Budget
to the Lender, the Lender will, at the expense of the Borrower have its quantity cost surveyor
prepare a revised Budget Upon review of the revised Budget, the Lender will, acting
reasonably, determine if a Budget Shortfall has ocowrred.

22 The Borrower and Covenantor shall, upon written notice frora the Lender sefting
out the Lender’s determination of the Budget Shortfall forthwith pay the costs of the Project in
such amounts, so that the unadvanced portion of the Loan will be sufficient to complete the
Project in accordance with the revised Budget.

23 The Borrower shall complete the Project promptly and in accordance with the
terms and conditions of the Budget and the plans, drawings and spec:tﬁcatmns for the Project as
provided for in the Commitment Letter.

24 The Lender may make tnore than one demand under Section 2.1 or Section. 2.2,

2.5 ‘ The records of the Lender shall be prima facie evidence of the amount payable
under Section 2.2 from time to time, and of the failure of the Borrower to pay any such amount
on time.

3. Miscellaneous

3, 1 This Agreergent is in addition to other security now or hereafter provided by the -

Borrower to the Lender. The Lender may:
a) grant tinie, renewals, extensions, indulgences, releases and discharges to;
b) A ta;ke securities from; -
c) abstain from taking additional_secﬁrity rom;.
d) abstain from perfecting securities of;
e) accept compositions from; and

otherwise deal with the Borrower and other persons and with items of security as the Lender may
see fit and without prejudice to the rights of the Lender under this Agreement or any other item
of security held by the Lender from time to time.

3.2 This Agreement shall be governed by and coﬁstrued in accordance with the laws
of the Province of British Columbia.
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3.3 The taking of a judgment or the enforcement of any obligation of the Borrower
(whether contained in this Agreement or elsewhere) shall not create 4 merger or discharge of any
other obligation of the Borrower to the Lender. :

34 If any provision of this Agreement is determined to be invalid, illegal or
unenforceable in any respect, then the validity, legality and enforceability of the remaining
provisions hereof shall not be affected or impaired thercby.

3.5 This Agreement shall enure to the benefit of the Lender and its successors and
assigns and shall be binding upon the Borrower and its successors and assigns.

3.6 Whenever the singular number of the masculine gender is used in this Agreement,
it shall be deemed to include the plural or the feminine or the body corporate where the context
or the parties so require, and the covenants of the Borrower and the Covenantor shall be deemed
to be joint and several covenants,

3.7 If either the Borrower or the Covenantor is comprised of more than one pcrsdn,
the obligations of such persons under this Agreement are joint and several.

3.7 The headings of this Agreement have been inserted for convenience of reference

. only and do not form part of this Agreement.

3.8 This Agreement may be executed in counterparts and all counterparts so executed
(including those executed and delivered by fax) will constitute one Agreement binding on the parties
effective upon execution.

4. Notice

Any notice, demand or document to be delivered with respect to this Agreement
shall be given in writing, delivered or transmitted by facsimile to:

If to the Lender:

" 1397225 Ontario Limited
c/o Peoples Trust Company
1400-888 Dunsmuir Street, Vancouver, B.C. V6C 3K4

Attention: Ms. Aleta Brown
Fax: (604) 683-8798

If to the Borrower and/or Covenantor:

C/O Borden Ladner Gervais, LLP
1200 — 200 Burard Street, Vancouver, B.C., V7X 1T2

Attention: g - ANE CH
C/O Fax: (604) 622-5009
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and shall be deemed to have been received on the day followmg delivery or transmission by

facsimile.

IN WITNESS WHEREOF this Agreement has been executed by the Borrower and the
Covenantors as of the day and year first above written.

Executed in the ce of: . )} 682202 B.C. LTD., by its authorized
) signatory(ies)
- ) .

Nam &7 F /,{/,/@7

)
)
JO-ANNE B. CHIA . ) Name M.Chp¥
1200 Wnierﬁ'z:’gzzisggggor ) / ‘
. + 200 Burrard Street ) /
) .
)

Add.ress/Occupmkmo-dm W

KEINGSWAY ARMS MANAGEMENT

e

Executed in the presence of: )
} SERVICES INC.,, by its authorized
) signatory(ies)
)
Name )
)
) Name
)
Address/Qccupation )
) Name -

KINGSWAY ARMS HOLDINGS INC,, by
its authorized signatory(ies)

Executed in the presence of:

Name

Name

Address/Occupation Name

N N N N N e i S N N
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and shall ‘be deemed to have been recewed on the day following delivery or transmlssmn by

facsimile,

IN WITNESS VVI—IEREOF this Apreement has been executed by the Borrower and the
Covenantors as of the day and year {irst above written. .

Executed in the presence of: .

Name

Address/Occupation

Executed in the presence of:

Name pffie. ma.
Qs Jnse street, Sfe (03—

Vatan on
Address/ Qccupation

Executed in the presence of:

Name pfgie. W g

Boss™ Jare JTaet Steldy
WVRprowm. oA

" Address/Occupation

e i R T L N N

O e T SV N N N N N )

et N e M N e N e e N

682202 B.C. LTD, by its authorized
signatory(ies)

Name ~

KINGSWAY ARMS MANAGEMENT
SERVICES INC., by its sauthorized
si ry(ies :

#t,

WY | i
Name FRTEUIC BYENE.  AGINAT

Name -

KINGSWAY ARMS HOLDINGS INC,, by
its anfhorized signatory(ies)

e
Name &y fi{cle BVKNZ HESbINT

Name



—

Bxecuted in the prege;

/ W
JOLANNE B. CHIA
Barrister & Solicitor

1200 Watar{ront Cantra, 200 Burrard Streat
P.O. Box 48600, Vangouver, Canada V7X1T2 .

Address/Occlphfitid2!

Name

Executed in the

y L
Name / / —
JO-ANNE B. CHIA
Barrister & Solickor

1200 Waterfront Cantrg 200 Bu
) rrard St
PO, Box 48800, Uﬂncouv'er Cana, o

) Address/Occupa?ﬂffF‘*U-t%mg

Executed in the presence of’

Name

Address/Occupation

M S S S N e S N e s

N N M N N Nl N Nt N S
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CHAPLIN VENTURES LTD. by its
authorized signatory(ies)

PP A

Name (/. cwaPLIN

Name

COLTER INVESTMENTS (GP) LTID,, by
its authorized signatory(ies)

L ==

}zﬁe';g./t_mwx

PATRICK BYRNE



Executed in the presence of:

Name

Address/QOccupation

Executed in the presence of:

Name

Address/Occupation

Bxecuted in the presence of

Address/\d_ccupaﬁon

S S S e Y S’ B o o N

\_lux._/u\_/\_/\_/\_/\_/v'

i .

CHAPLIN VENTURES LTD., by ifs
authorized signatory(ies)

Name

Narme

COLTER INVESTMENTS (GP) LTD., by
its authorized signatory(ies)

Name

Narne

bl

PATRICK BYRNE




Executed in the presence of:

MMMM
N

ame (efie faraQtd
£85%5 Sure Street « Sc L

Vf LA \_d\_l}uﬂ DL!
Addres‘s?OCc;up ation

Executed in the presence of:

Name

Address/Occupation

Executed in the presence of:

Name B%c.ﬁ M&‘LMB(_/

LS Jore Sreed, Ste (d

\/M}Q\‘a 0
Addres&Dccupation

Mt M N N N e S N S

. .

KINGSWAY ARMS HOLDINGS B.C.

L'I‘D% its Znorized signatory(ies)
ﬁ/ ">

Name it YDV~

Name

3ui
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Executed in the presence of: )
' )
)
)

Name ) .

: ) GRAHAM PARKER

)
)
Address/Qccupation )
)
Bieented-in-tho-presence-of— }
)
)

Name

200
Adddtess/Occupation

)
)
)
)
)
)

KINGSWAY ARMS HOLDINGS B.C.
LTD., by its authorized signatory(ies)

Executed in the presence of:

Name

Name

)
)
)
)
)
} Name
)
: = )
Address/Occupation )
)



) signatory(ies).

)

)
Name )

)

) _

~Name————— ——
Adidress/Qccupation ;

) COLTER INVESTMENTS LIMITED
Executed in the proag ) PARTNERSHIP, by its Gener e
< ) Colter Investments (GF) Ltd, by I
y ) authorized signatory(ies)
' . A )
N e S A
JO-ANNE B. CHIA ) Z
Barrister & Soficitor ,ﬁ tl
70 Warerrr‘c!mrlhg:nira, goggf.lrrard S ) : WWK
—rge*ﬁﬁﬁﬁ—v:mmmﬁ% ). _
Address/Occupadialbsg-go1g ) .
' Name

TN
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Executed in the presence bf:

Name

" HOBERT A\ TONSCO
LAWYER 2NOTARY
T T2 T HYR IS W
Address/Occupation ke owna BG VX 1X7
491-0208

N Nt M N S N N NS

) 0780293 B.C. LTD, by its authorized

\ /fgnatoryaes) |

Name pf:j?’;&//._):' L Ty

Z,
o
g
o
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SCHEDULE “A”

PID: 017-490-146

Lot A, Section 20, Township 17, NWD, Plan LMP1741

>

o
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