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befora Me on .....ccocrvnrinvccirnirnneesnnens [dd/mmmyyyyyl
:8 A Commissioner for taking Atfidavits

' _ within British-Columbia
CARLISLE CAPITAL STRUCTURES CORPORATION O~ (o

October24, 2006

Kingsway Arms Management Services Inte.
s Holdings Inc.

Chaplin Ventures Ltd,
Colter Investments (GFP) Ltd.

Messts, Allan Grossman, Patrick Byrne and Graham Parker
o/o Kingsway Arms Management Services Inc.

8555 Jans Street

Suite 102 :

Vaughan Ontario L4K SN9

Canada

Dear Sirs: . .

RE: First Morigage Financing of a 138 unit Independent Living facility in Mission,
British Columbia referenced as Cedarbrooke Chateau (the “Project”)

Carlisle Capital Structures Corporation is pleased to offer the following mortgage loan (the
WLoan") to you to assist in the construction of the project referred to above on the terms and
conditions set out in this letter (the "Comtmitment"). The Lender, as defined below, has
concurrently mads available to the Borrower, a8 defined below, a second mortgage facility (the
«gecond Mortgage Facility”) for $3,700,000 on terms and conditions set out in a letter of
commitment dated the date hereof. :

1, Lender
Carlisle Capital Structures Corporation (the "Lender“)
2.  Borrower

The registered owner of the property, a joint venture vehicle controlled by, among others,
Kingsway Arms Management Services Jnc., Chaplin Ventures Lid, and Colter Investments (GP)
Ltd. (the "Borrower")

710 - 1210 SHEPPARD AVE, EAST, TORONTO, ONTARIO MZK 1E3
TELEPHONE; 416.439.7581 FACSIMILE: 416.499.8117

E-MAIL: carislei@caristacapital.ca
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Up to the lesser of $3,700,000 or 12% of approved project oosts, by means of 4 non-revelving
demand construction loan.

3. Loan Amonnt

4, Interest Rate
14% per eopum (the “Interest Rate™).
5. Term

The eaclier of () demand (ii) 12 months after the term of the First Mortgage Facility and (iit) 48
months after the Disbursement Date (as hereinafier defined) (the "Texm").

6. Amortization

Interest only.

7. Use of Proceeds

“The proceeds of the Loan will be utilized for the construction financing of the Project referred to
zhave and to fond the direct project costs associated thergwith.

8. Disbursement

Direct advances ave available on the basis of cost to complete and value of work in place. A fitst
advanee of the Loan will be made on or before February 28, 2007, or such other date as may be
mutuaily agreed to by the pasties hereto (the "Disbursement Date"), provided that, in no
circumnstances, shall the Disbursement Date oceur after April 30, 2007, Por all advances, the
Borrower shall deliver a drawdown request (the "Drawdown Request”) to the Lender no later
than 12:00 noon (BST) ot or before the fifth (3™} business day prior to the business day on
which thy Borrower wishey the advance to be made. Bach Drawdown Request delivered to the
Lender shall bo irrevacabls by the Borrower.

For preater certainty, if the Borrower requisitions the Loan proceeds to bo available for a certain
date (being the anticipated ¢losing date (the “Funding Date™)) then, whether or not the Borrower
ig ultimately entitled to the advance of the Loan on such date, and whether or not it availy iself

thereof on such date, the Bomrower agrees that it shall la accordance with the Commitment pay

interest caloulaicd pursuant herato from and aftet the Funding Date.

All advances of the Loan ate subject to:

(2) the satisfaction of all the conditions precedent set forth in the Section entitled
vConditionus Precedent to Fundlng” and “Construction Disbursement
Proceduves” below; and

(o)  compliance with all ather torms and conditions of this Commitment.

T-¥ib PUdss08s F-4db
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9. Repayment

All amounts shall be repaid on demand by the Lender and uniess and, until atherwise demanded,
interest shall acerue on the amount of the Loan outstanding from tire to tims (the "Ouéstanding
Amount") at the [nterest Rate. Interest shall be payable in arvears on the first day of eack month
during the Term with the first instalment baing payable on the first day of the month afier the
Disbursement Date and the last instalment being payable on the last day of the Tetm (the
"Whatnrity Date™).

The Lender and the Borrower shall establish an trierest reserve aocount for the purposgs of
paying interest as provided for under this Section with the mortgage service provider or such
pther financial intermediary a¢ the Lender may determine in its sols discretion. The minimivm
amovnt to be held in the intérest reserva at any tims is the amount equal to two nionths inlotest
which may otherwiss accroe hersnnder, The fivst funding of tha interast reserve aceount shall be
made by the Borrower in an amount hot less than $86,000 coneurrontly with the first advance
mads by tho Lender undet the Loan described In Section 8 above. The interest resetve account
shall be funded by Borrower thereafter from tlme to time by advances made by the Lender
pursuant to Section 16 or pursuant to the Borrower's own resources In amounts so as to insure
two months interest is et aside thereunder, Any faflure to fund the interest reserve account shall
constifute an event of default hercunder.

If the Borrower and/or the Additional Covenantors, as defined below, fail to invest or have
invested a firther $1,000,000 of equity into the Project prior to the first advance undor the loan,
then vpon repayment, the Lender shall ba entitled to a further amount aqual to the greater of (i)
2.25% of the stabilized value of the retirement home or (it} $1,000,000.

10.  Prepavment

The Loan shall be closed for a period of twenty four (24) months from the Disbursement Date
and shall, thereaftor, he open for prepayment in full (including all ontstanding or accrned
interest) without penalty upon sixty (60) days prior written notics to the Lender, Thors are nio
partal prepaymect privileges.

11.  Realty Taxes

Borrower shall, on a quarterly basis, provide satisfactory proof to the Lender that all applicable
realty taxes {inchuding sny local improverment chargos) for the Property ave been paid in full,

12.  Loan Provessing Fee

The Botrower shall pay (o the Lender  non-refundable loan processing fee of 3% of the total
approved losn amount, which shall be fully earncd and payable upon the acceptance of this
Commitment, Notwithstanding that the loan processing foe 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 the Loan and (i) February 28, 2007. For greater certainty, the loan processing fee shafl be
paid in accordance with the foregoing, whether an advance is made or not, In the event the first
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advance wnder the Loan shall ocour prior to February 28, 2007, the foe shall be deducted in full
from the first advance,

13, Securiéy
The following security shalf be required for the Loan:

(8) & sccond in priotity mortgage and charge (the "Mortgage”) of the fes simple
interest of the Borrower in the lands and improvemenis thereon described in
Schedule 3 annexed herste (the "Property™);

(b)  asecond in priority general assigriment of rents and/ot leasea of the Property;

(¢)  a secand in priority general sccurity agresment over all the Borrower's prasent
and after-acquired persong! property located on, related to, arising from or used or
acquired in connection with the Property;

(d)  asecond it priority speclflc assignment of any manegement contracts relating to
the Property, which contracts shall be satisfactory to the Lender; @

(€) & Gumntes and Postpomement of Clyify Arom Kingaway Atms Managemeht €&
Services Inc., Kiugsway Arms Heldin c., Chaplin Ventires Ltd. and Colte
Investnents (GF) Lid., AlasSressmumetatrick Byroe, Graham Patrker and cvery
other perty having an interest in the Borrower (collectively, the "Additional
Covenantors") who shall be jointly and severally Hable with the Borrower for all
nbligations of the Borrower under the Security Docuntents and this Commitment;

(f)  a warranty and indemnify agreement executed by each of the Borrower and the
Additional Covenantors (if any) attesting to the absence of any rogulated,
hazatdous or toxic substances on ar undemneath the Pyoperty and holding the
Lender harmless ftom all costs or demages suffered or incurred as & result of any
regulated, hazardous or toxic substances whether emmating from or found on or
underneath the Property or any other property, and all ¢osty of the performance of
any audits, investigations, analyses, testing or cleanwp by the Bomrower, or any
environmental cohsultant or engineer as requestsd by the Lender, to verify the
malters sct out in the warranty and indemnity;

{(g) deficiency and debt servite agreements to be executed by the Borrower and the
Additional Covenantom (if any), agresing to fund ail costs not included in or in
sxcess of forecasted expenditures {or in excess of the agread cotitingency fiinds)
&s per tho construstion budget approved by the Lender nuder the Secijon entitled
"Consbruction Budget" below,;

(h)  genmeral assighment of Project Drawitigs and Specifications . (a5 hersinufter
defined) and all other permits, architsctural, engineering and construction
contracts;
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(i} a pledge and aasignment of all of the interest of the Botrowoer end the Additional
Covenantots in the Project;

() a2 pledge and assignment of all of the shares of the Bomower or the entily
posseseed of legal title to the Property;

(k) Subject to the rights contained In esny management contract approved by th
Lendsr, satisfactory agrecment in favour of Lender from the Borrower and the
Additional Covenamtors (if any) that they will not withdraw funds from the
Propesty in any way, cltfier directly ot indirectly, including, without limitation, by
way of dividends, loans, management fees, profit participations or other devices
or techmiques until the Loan is reprid in full aud all obligations hergunder or
under the Security Documents have been performed in figll;

(1) = specific assignment of, charge of and security interest in atty govetnmental
license required for the operation of the business at the Property, together with the
power to use, surrender or arrange the revocation of such license and, if tequired,
the livenging body shall have consented to seme; and

{m)  such further security ag the Lender may require.

The documents above being herein oollectively referred to a8 the "Security Documents", The
Security Documents shall be prepared by the Lender's counsel using the Lender's standard forms
und, other than those atoendments specifically required by the terms and conditions of this
Commitment Letter, shall not be amended in aoy other respect,

14. Construction Badpat

This Loan facility shall be subject to the approval by the Lender of a detailed construction budget
(the "Construction Budget™) and cash flow for the proposed construction and Iease-up of the
Property, as the case may be, setting out hard and soft costs in form and substance satisfactory to
the Lender that has been reviewed and verfied against the approved Proiect Drawings and
Specifications by s quantity surveyor chosen or approved by the Lender (the "Quamiify
Surveyor™) (who i9 lo confirm same to the Lender). Lender must approve the contractor and
constructon contraots relating to the Project. Any revisions to the otiginal epproved
construction budget in excess of 1% or to plans and specifications will require the consent of the
Lender.

15,  Cuonditions Precedent to Fanding

On o before the Loa is advenced, the following conditlons procedent shall have been satisfled
in the Lender's sole and subjective discretion:

(8  the documents related to the First Mortgage Facility and the executed Security
Dacuments required thereunder and hercunder shall have been delivered and,
whero appropriate, registered with ths priority required therein and herein at all
appropriate registration offices;
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the Project shall have been registered under the provisions of the Swraia Property
Aet (British Columbia) and the strata property corporation shall be the sole ownot
of the strata lots set out in the strate plan; the strata property sorporation shall bo
the Borwowsr or an entity wholly-owned and contrelled by the Borrower;

the Lender shall have been provided with a satisfactory appraisal zepart for the
Property addressod to it, prepared by an appraiser acceplable to the Lender and
satting out & market value for the Property with a stabilized ocoupancy velue
(after improvements) of $39,600,000;

the Lender shell have received a Phass ! (and, if applicable, a Phase II)
environmettal site asseasment for the Properly addecssed to if, prepared by an
environmental consultant acceptable to it and confirming, to the Londers
satisfaction, that thers are no hazardons substances on or gbout the Property and
that the Froperty complios with all applicable environmental laws. If the
cnvironmental site assessment contains any recommendations, the Borrower shall
have provided confirmation that all such recommendations have heen satisfied,
The Scourity Documenis shall contain representations, warranties and covenants
and an indemnity with respeot to environmental matters, all as set out in Schedule
1 hereto;

the Lender shall have rocelvad an englneering report for the Property, addressed
to it and prepared by an atchiteet or engineer satisfactory to if, reporting on the
phystcal condition of the Properly and seiting out the cost to remedy any
deficiencies, all of which shall be acceptable to the Lender; this report should
indicate, inter afia, that the buildings on the Property are structurally sound and

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

elactrical and other gystems are it good wotking order;

detivery of certified copies of the property, liability and other insurance policies
in coupliance with the insurance requirements et out in Schednle 2 (which may
be amended by the Lender if the Property is vacant land only) and any bond for
performance and/or material and labour required herevnder 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
location of adjoining streets; irimediately after the foundation is complete, &
“forndation” survey showing plot dimensions, location and dimensions of all
improveenents, easoments, tights 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 evidenced by an opinion from Borrowers counsel, or, at Lender's
discretion, Lender's coumsel;
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title to all personal property of the Borrower shall be satisfactory to the Lender
and free of all liens, encumbrances and security interests ;

the Lender shall be satisfied that the Propetty complies with all applicable
building, development and zoning by-laws, that the use of the Property is in
compliance with all applicahle legisiation, including the applicable Fire Code and
that there are no oufstanding wurk orders, defiolency notices, dirsotives,
Investigations or the Iike with respost ta the Property:

the Lender shall have received, teviewed and approved complete copies of afl
existing non-residential icascs for the Propetty, together with all related renewals,
smendments, assignments, puarantees, indemnities and other related agrecments,
3 well as the Borrower's standard non-residential lease form in each case, as
applicable; '

with respect to each non-residettial loass that provides for monthly net rental
paymenis in gxcess of $2,500), the Botrowor shall bave delivered a tenant estoppel
certifigaie Ta the Lender's required fortn signed by each tenant and confirming,
inter alia, that it is in possession of its premises, open for business and paying

rent in accordance with its lease. Bortower will specifically provide Lender with -

its standard form tenancy agreement;

the Lendet shall have received and appraved a copy of the management
agreement(s) for the Froperty , any and all joint venture agreements, agrecments
entered into ancillary fo any Joint ventire agreement and all agreements with non-
armg tength partics entered into in connection with the Project;

copies of all documents filod with any regulatory authority it connection with the
registration of the Project wader the Strara Property Act (British Colutibia);

the Lender shall have received an opinion from the Bomower's and, if appliceble,
the Additionsl Covensntors' sonnsel with Tespect to. imrer alia, the dus
authorization, oxecntion, delivery and enforcesbility of the Security Documents,
in form and subsrance satisfictory to the Lender, together with copics of sl
officer's certificates, resclutions and certificates of status referred to therein;

the Bomrower shall have delivered to the Lender the execnted "pre-authorized
payment" documents as may be requited by the Lender with respect to the
monthly payraents of principal and interest from tho Borrower's bank account;

the represéntations and warrantics provided hersunder and pursuant to the
Security Documents shall bs comect and true in all respects as of the
Disbutsement Date;

such financia! and other information, staterments and dogumentation as the Lender
may reasonably requirc in connection with the underwriting or closing of the
Loan (including recent andited financial statements, wp-to-date rent roll, end an

T-yln  Puus/ 838 k-Zub
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aged tenant recelvable report, In roapect of the Property) shall have besh delivered
to it and all other requirements of this Comimitment shall have been satisfied;

the Lender shall have received a siatutory declaration of a senior officer of the
Bomawer, safisfactory in form and substance to the Lender, confirming that all
rents of the Property are Iogrl, thet no proceadings exist which conld result in a
decrease in the legal rents chargenblo, that no orders exist probibiting rent
increases and that no work orders exist which coyld result in the fssuance of an
otder prohiblting refit incroases;

to the extent necessary under: (i) any permitted prior financing, {1i) any material
lease, or (iii) any other material agreement affecting the Property, the Lender shall
be satisfied that any requirgd consents or other items required from third parties in
cannection with the making of the Loan and/or the taking of the secuiity &g
provided for herein have been delivered to the Lender and any other third party

F-296

requirements bave been complied with, in each case, prior to-closing; {m rade. ﬁ

the Lender shall have received copies of the detriled plans and spocificatioks for
the proposed consiruction of the project (the "Project™ on the Property dg fo
architectural, structural, electrical, mechanical, plumbing, interior deslgn Aad
labdscaping matters e3 prepared by or for the Botrowet, as same may be amended
from tims to time (the "Projgct Drawings and Specifications*);

he Londer shall be satisfied that all required Ticenses, permits and approvals
required from sny govetnmental of quasi-governmental authority for: {i) the
operation of the business conducted or to be conducted from the Property; and

aonduble

(i) the completion of the proposed construction of the Praject in accordance with

the Project Drawinga and Specifications, have baen issued to the Bocrower, are in
good stending and any conditions precedent to the assipnment thereof ta the
Lender as sceurity for the Loan have been satisfied;

the Lender shall be satisfied that all required licenses, permnits snd approvals
requited fom any governmentel, or quasi-govemmental, authority for the
operation of the business conducted from the Property have been issued to the
Borrower, are in ggod standing and any conditions precedent to the assignment
thersof to the Lender e¢ security for the Loan have been satisfied;

there ghall have boen no matertal advafsa chatngs to the Barrower, the Additional
Covenantors (if any) or the Property since the date heréof;

capies of all contracts related to the Borrower's operations that provide for entual
payments in exocess of $10,000 and that require mors than 60 days notice to
terminate shall have been provided to the Lender, shall be satisfactary to the
Lsuder and shall have been assigned 1o the Lender, with the consent of third
parties where reguived pursuant to the terms thereof,

4
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the Lender shall have reviewed and approved a detatled Construction Budget and,
if required by Lender, an aperating budget for the Property;

the Lender ghall have received and approved of all such documents, plans
(inctading Project Drawings and Specifications), projection and other materials
relating to the Property and the proposed construction of the Project ther¢on,
which the Lender decms necessary, including, without limitation any
development agresment, site-plen agreetment or approvals;

The Lender sfmll have received from the Borrowat:

(i updated personal financial statements of each of the Additional
Covenantors who are individual persons;

(8)  an opaening pro forma balance sheet for the Botrower;

(itiy  updated year-end financisl statements for the Additional Covenantors (if
eny) not an individual persan (or, if recently incorporated, interim balance
gsheet and profit and loss statement);

(iv)  copy of Project Management Agreement;

(v)  finalized detailed construction budget and timetable for the Project
confirming that construction hard costs (axcluding land at a cost of
$1,650,000) and soft costs in¢lnding leasenp exponses will be within the
smount of $30,050,000 including loan interest for the estimaled
construction and lease-up peried. The budpet shall be reviewed and
approved by the Lender's Quantity Surveyor;

(v)  satisfactory evidence that the Borrower has arranged for construotion of
the project 1o be carrled out by contractors approved by the Lender and the
quattity surveyor hired by the Lender. Prior to the initial advance under
the Loan, firmed fixed price contracts must be awarded and finglized for
all major subtrades for work atounting to not less than 45% of ail hard-
costs (e, all mejor subtredes including, but necessarily limited to
structural, mechanical, electrical, forming and concrete contracts),
increasing to 70% within 120 days of the first advance date.

(i)  satisfactory evidence of bonding on labour, materials and pexformance o
50% level on all contracts;

(vilt) site inspection by the Lender;

(ix) evidence of equity contribution by the Bomower of at least 8% of the
project costs; and

422
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(cc}  Lendor shall have received a report of the Quantity Surveyor, confirming that the
proposed construetion of the Project on the Property can be completed within the
Constrction Budget limits and on schedule,

All conditions precedent to fonding expressed horein are for the sole benefit of the Lender and
may be waived in writing at its option. The Botrower shall do everything necessary to meet all
such conditions pregedent,

I6. Construection Dishursement Procsdurey

(2)  The following shall be provided to the Lender each time the Borrower wishes an
advance to ke made under the Loan:

()  Cisim for progress draw (“Progress Claim™), containing a breakdown of
gll subtrade accoumts, which shall be accompanied by & statutory
declaration of an officer of the Borrower declaring that sl subirade
accounty for the Project for the perlod of 30 days immediately preceding
the Progresy Claim have been paid in foll, excapt for acconnts which are to
be paid under the Progress Claim;

(i) A project cost summary (the “Project Cost Surimery”) in form approved
by the Lender's quantity surveyor certificd by the Borrower's architeot or
engineer or such other person identified as the payment certifier under the
comstrustion contract or coutracts entered info by the Borrower with
respect to the Project, as required by the Builders Lisn Act (Britlsh
Columbla}, ot similar legislation, which shall set out:

(A} the original estimtats of the cost of construction of the Project;
(B)  the present estimate of the cost of consiruction of the Project;
(C)  the percentage of the construction completed to date;

(D)  the estimated cost to complete the Project;

(B) the value of the construction cost covered umder the Progress
Claim;

()  the variance from the original budget;

(G) @ breakdown of the cost of construction atnong direct constmetion
oosts and spacific soft costs;

(iit) A certificate ftom the Lender's quantity surveyor that;

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

-10-
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(B) construction is progressing In aceordance with the consiriction
timetable approved by the Lender;

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

(D) the estimate of the cost to complete as set out in the Praject Cost
Summary, includitig Interest aceruing due under the Constuction
Loan, i reasonable, accurate and sufficient to complete the
Project, and dozs not exceed the unadvenced portion of the
Construction Loan; atd

(B) the investment of equity from the Borrowet with respect to the
Project of an amount not less than [5%] of total approved Project
costs.

(iv) At the Borrower's cost, sstisfactory report from tho Lender's solicitors
following & Land Title Office searth on the Lands immediately prior to the
advance, showing the Lands as being duly registered in the name of the
Borrower and cocwubered only by the Security Decuments in favour of
the Lender;

(v) The Lender shall not be required to make an advance ander the
Consrruction Loan unless it hes recefved the Reguired Matice of the
Bomrower's intontlon to call for an advaucs,

Prior to each advance of funds the Borrower will provide to the Lender a statutory
declaration or certificate in the Lender's form confitming, jnter alia, that no
defauli or cvent of default has occurred, all representations and warrantied remain
frue and correet and that all trades have been pald to date or will be paid to date
from the sdvanee, for the work completed 1o date, All funds are to be used for the
construction of the Projest; no Loan funds are ta be used for any other

property/project.

Bach advance of the Loan will be subject to all applicable gonstruction lien {or
gimilar applicable legislation) holdbacks and other requirements. Lish holdback
amounts will oot be advanced untit at least 3 days after the expiry of all applcable
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 Swrveyor and the Lender's solicitor #s being acoeptable purswant to
applicable leplslation,

If at any time the costs incurred with respect 10 any completed work exceed the
approved Construction Budget for such wark, the Borrower and/or the Additional
Covenantors will immediately pay for such excess cost by increasing the equity
component, Thc Borrower and the Addmoual Covananturs must underteke ta

Bhigkraral it (Lo U T
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(&)  Ifat any time the cost to complete the project exceeds the sum of 1) unadvanced
amount of mortgage, 2) approved insured purchasers' depasils yet to be released
onto the projest end 3) the approved deferred costs, the Botrower and/or
Additional Covenantorz shall pay for the continuing wotk direcily as any
paymants fall due until such time as the coat to complete is [ess then the
wnadvanced amount of the mortgage and deferred purchasers’ deposits and
approved deferred oosts,

{f  All conditions precedent to funding expressed herein are for the sole-benefit of the
Lender and may be waived in writing at its option. The Bomower shall do
everything neoeasary to meet all sueh conditions precedent.

() The Lender, at fts option, may from time to time perform 2 site inspection,
provided that, where no event of default exists, such inspections shall not be mors
frequent than once in any six month petiod.

()  The Borrower shall pay 8 construction disbursement foo of $250 each time the
Borrowers draws under the Loan provided for horein, Said fee will be deducted
from the subject advance.

(i)  The adrinistrative costs of the Lender's mortgage administrator relatimg 1o each
gdvance shall be paid by the Bommower and may either be deducted from the next
advance or, after the fingl advance of the Loan, may be added to the principal
amount secured hereby.

17. Leasos M‘R [Ct

In the case of residential leases, tgyéer stiall epprove the Borrower's standard form of lease
and the Borrower shall net ameng’same without the Lender's prior written consent, In the cass
of noneresidential leages, the Lender shall have the right to approve all future tehants leasing

. space in excess of 2,500 square feet and the termy of their respective leases. At the Londer's
option, a1l non-regidential tenants shall enter into a non-disturbénce and attornment agropment
with the Lender (in form and substance satisfactory to the Lender) whersin the tenant agrees to
attorn fo fhe Lender on the terms of its lcase on request and the Lender agrees not to distueb the
occupancy of the Tenant so long as it is not in defiult.

18.  Property Manageroent

The Lender shall have the right to require the Bortower [o retain professional third pasty property
managerent for the Property satisfuctory to the Lender. The Lender ghall also have the right to
approve the terms and conditions of fhe management agreement Any change in the
managoment of the Property shall require the prior written approval of the Lender, botk as to
manager and the terms and conditions of the management ggresment. Lendet acknowledges that
the property is will be menaged by Kingsway Arms Memagement Services Inc. Such
management is currently satisfaciory lo the Lender.

g
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The Bortower will at all times comply with the insutance requirements set ong in Schedule 2

hersto. AT Tir eab OF \und oAl L2 e DELEL
A BALANCE SHEET oMy AS ALt BYPEN5SS  A2E
20,  Financial Reporting QAPITALISSD md THE QBT WE WILL. MAoduce

FInaAtial. STATEMEANTS As  AsGuniasd 3y

426

GO PLeEre
Within one hundred and twenty (120) days after the end of each of the Borrowes's Hacal yoars, THE L
or, if the Borrower is an individual, cach calenday year, or more often if requested by the Lender, £eravmg #
the Borrower shall provide to the Lender:

(8)  review engagement finanelal statements, or, where available ar required by the
Lender, audiied statements, of the Borrower and the Additional Covenantors (if
applicable), including a Belance Sheet and supportlng schedules, & detailed
Staterent of Inconte and Expenditures and supporting schednles, and a Statemient
of Change in Cagh Flow; in the case of an individual Borrower or Additional
Covenantor, net Worth statements may be supplied in lieu of financial statements;

(b)  review engagsment financlal statements in réspect of the Property, including a
Balance Sheet and supporting schedulos and a derailed Statemient of Iheome and
Expenditures and supporting schedules; and

()  a detailed budget for the Property for the next fiscal year, forecasting both
operating incorne and expenses and capital expenditures,

Within fifteen (15) days after the end of eack month, the Borrower shall provids to the Lender

0)

(i)
i)

{iv)

)

durinhg the goyrse of the proposed construgtion, a report from the Quantity
Surveyor esrtifying the amount and valus of construction completed and
indicating that the cost to complete the proposed construction is in
accordance with the approved Construction Budget and Project Drawings
and Specifications;

a rent roll and occupancy report for the Property;

a budget versus actual analysis for the Property for the preceding twelve
{12) months;

a copy of all draw requests received from the contractors &nd approved by
the Quantity Surveyor; and

st Lendex's request, such othor operational reporis a8 may reasonably be
requesicd by Lender, including those submitted to amy governmental or
quasi-governmental authority with regpect to licansing tequirements.

-13-

{fomtd



1i 11 WU 10.61 COVT - T-¥16 P@15/833 F-296

g

The Borrowet heraby authorlzes the Lender to obtain such ather financial information from third
parties respecting it as the Lender may require and the Borrawer covenants to deliver any further
financial information requested by the Lenhder a3 soon as reasonably possible,

If the Property is vacant tand, the delivery sef aut ifi (ii) above will not be required.

2l.  Dua on Ssle, Change of Control, ete,

‘The Lender may, at its option, declare forthwith due and payable the entire balance of the unpaid
principal together with aceyued and unpaid interest due thereon, if, without the prior written
congent of the Lender being obtaihed (such consent being in the Lender's sole discretion);

(a)  tho Borrower or any Additional Covenantor (if applicable) directly or indirectly
sells, conveys, tranafers or otherwise disposes of its interest in the Property or sny
patt thereof or agrees to do s0;

(b)  if there iz a change in the effective voting control of any of tha Botrower ot the
Addidenal Covenantots (if applicable); or

()  ifthe Borrower qr any of the Additional Covenantors (if applicable) amalgamates
or merges, without the prior consent of the Lendet.

The decision to accelerato the Loati shall be at the sole option of the Lender. Consent to one of
the foregoing transactions shall not be deemed to be a waiver of the right to require consent to
futare or suecessive Transactions.

The Bomrower 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
vith all necessary information ag the Lender may require to determine whether or not to grant itg
consent thereto, '

22.  Changes and Alterations , P (‘}"
The Borrower will maintain lﬂﬁeﬂy E Topair and condition and shall cornmit no waste

on the Property, Auny major, ges, additione, end/cr alterations contemplated to the Property,
including any changes in use of the Property or mature of the business conducted from the
Yroperty, other than previously approved construction, must receive the Lender's prior written
consent (such consent being in the Lender's sole discretiom). The Borrower will provide
reasonable prior writien notice to the Lender of any anticipated or impending transaction which
would requite the consent of the Lender under this Section together with all necessary
information as the Letider may require to determine whether or not to grant its consent thergto.

23.  No Further Encumbrances

The Borrower shall not, without the Lender's prior written consent (such consent hcing in the
Lender's sole discretion), forther charge or otherwise encumber the Property or any mterest

therein,

-14-
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24,  Represenfations and Warrantles

Bach of the Borrower and the Additional Covenantors (if any), jointly and severally represent
and warrant to the Lender that as of each of; (1) the date hersof; (if) the Disbursement Date; and
(iii} each date subsequent to the Digbursemetit Date upon which any advances of the Loan are
made to the Borrower hereundet:

(@)

(b}

{c)

@

(¢)

M

(8

it 15 duly anthorized, qualified and licensed wndet ell applicable laws, regulations,
otdinances and orders of public authorities to ¢arry on business at the Property;

there is no action, suit, proceeding ar investipation pending or thraatenod against
it or affecting it or amy of its property at law or in equity or before or by any
federal, provincial or municipal deparitaent, coramission, board, bureaw, agency
ot instrumentality, any of which would have any matetial adverse affect on it or
its ability to perform its obligations hereumder or under the Secwrity Documents or
the velidity or enforceahbility of the Loan or the Segurity Documents or any action
1o be taken in ¢onnhection therewith;

it is not in default under or in violaticn of, in any material respect, any applicable
law, decree, order, rule or regulation or any indenture, agrectnont, lease, deed of
trust, mortgage, bond, or other evidence of indebtedness or other instrument by
which it is bound;

it has not defaulted in the payment of pringipal or of interest under any other loan,
debenture, note, bond or other svidence of indebtedness, nor has it defaulted in
the pesformance of or complianice with any term, sovenant or condition under any
of the forcgping which, after the piving of notics ar the passage of time, or both
could constitute an event of default thereunder;

all financial statements presented to the Lender are true and correct in all material
respects as of the date and for the periods indicated and have been prepated in
aeeordance with Canadian gensvally accepted aocounting principles and disclose
to the Lender all information relevant to the Lender in respect of the making of
the Loan;

the Property complies with, and the Bomower is not in connection with ths
ownetship, use or maintonance of the Property and the conduct of its business
therefrom, in violation of, auy applicable federal, provincial, municipal or other
laws, regulations, orders or spprovals of any goverhmontal, or quasi-
governmental, anthorities including all those relating to snvironmental 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
Additionsl Covenantors (if applicable) is true and correct in all material respects
and no material fact or facts have been omitted therefrom which would make sugh
information misleading and, without limiting the gonerality of the foregoing, the

-15-
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Borrower has not failed to disclose to the Lender any facts ot information which
would be material to a lender in respeot of the Property; and

()  the Borrower is the reglstared and beneficial owner of the Praperty with good and
muarketable title thereto in fee simple, _

The Borrower and each Additional Covenantor (if applicable) acknowledge and agres fhat on the
Disbursement Date the wmranties and vepresentations herein set out shall be true, complete and
accurate and the Borrower and the Additional Covenantors (if applicable) shall, on a joiat and
several basis, indernify 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
misrepresentation in any representation or warranty set forth in this Commitment.

Any breach of a term, covenant, condition, representation o warranty In ¢hils Connnitnzent
shall constitute an event of default under the Security Documents which shall entitle the
Lender to exercise auy or sll of its rights and remedics thereunder, at lavw or In equiiy.

25,  Cancellation of Commiitrnent and Foriher Events of Default

At the solc option of the Lender, this Commitment may be cancelled and there shall be no
obligation to disburse the Loan ift

(a)  due to the failure, for any reason, of the Borrower or any Additional Covenantor
{if epplicable) to satisfy any of the provisions or requirements horeof, the Lender
has not beon willing or able 1o dishinse the Loan on ar before Jamary 31, 2007
{tho "Close Out Date"};

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

(¢)  in the sole 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;

(d)  in the sole opinion of the Lender, there has been a matetial adverse change in the
eondition of the Property or in the actual or anficipated revenues therefrom frow
that cxisting at the date hereof’ or

(e) ey situation exists which would constitgts a dofault hereunder or under any of
the Sequrity Doguments.

If the whele Loan Asmount has not boen disbursed on or before the Close Out Date, the Londet
may, at its sols option, close out the Loan Amount at the amount then disbursed, if’ any,

The following shall be additional evenis of defanlt entitling the Lender to exercise #ts remedics
under the Security Documents, including its righty at ity option to require the Borrower to
immediately pay the entire amount of prineipal and accrued interest then outstanding:

-16-
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(a)  if a material adverse change oceurs in the financial position of the Botrower
and/or the Additional Covensntars, the property given as secutify or the
reptesentations and wamanties made by the Bomower and/or the Additionsl
Covenantors;

(b)  if any of the representations and warranties made by the Burrower and/or the
Additional Covenantors in any document or certifioate defivered pursuant hereto
is incorreet in a material respect; and/or

{¢)  if construction on the project ceases for eny reason whatsoever (strices, material
shottages, weather conditions or other events beyond the control of the Borrower
excepted) for a periad of 10 consecutive days, In quch event, the Lender may, at
its option, 2ssume complets oomwrol of the construction of the Troject on anch
terms and in sneh matmer as it deems advisable.

26.  Expropriation

In the event that any portion of the Property is expropriated with the Tosalt that, in the Lender's
opinion, the Lender's security is materially and adverscly affected, the Lender may, at its oplion,
require that the Loan, incliding accrued Interest and all of the Lender's costs and expenses, be
forthwith repaid o full.

27.  Liens

On the Disbursement Date and sach subsequent date upon whioh a8 Loan advance i3 mads o tho
Rorrower hereunder, there shall have been full and complste compliance with all vequirements of
the applicable construction, méchanices' or builders' licn Iegislation and the Borrower shall submit
to the Lender, in form and substance satisfactory to the Lender, evidence of such cormliatiee
(including a sub-search opinion of the Borrower's counsel), The Lender may retain from any
disburecment such amounfs ag it considers advisable to protect its interest from subordination
under tnch legisiation, The Borrower shall provide additional security, information and
documesntation as may be required by the Lender to prescrve and ensura in all respects the
absolute priority of the Mortgage contemplated herein over any rights of any existing or
potential lien claimants.

28. Expenges

‘Whether or not the Loan is dishirsed 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
limitation, all legal fees and disbursements (including title insurance promiums, if applicable)
and the cost of all reports, appraisals, slte visits, inspections snd investigations incurred by the
Lender in relation to the Loan and/or this Commitment shall be paid by the Borrower. The
Borrower shall alao bs responsible for any commission or finder's fee payable in connection with
this Commitment. All such mmounts arc payable forthwith, on demand by the Lender and may
be deducted from any advance hersunder or be added to the prinoipal balance of the Morigags
and shall bear Interest at the Interest Rare.

-17- ﬁ
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29. Credit Investigations

The Borower, sach Additional Covenantor (if applicable) and their related entitles horeby
anthorize the Lander to maks inquiries concerning the chatacter, peneral reputation, personal
characteariatics, financial and ctedit data of the Borrower and each Additlonal Covenantor,
includiug, without Hmitation, their zespective dircctors, officers, sharcholders, and prineipals,
and to verify eny information provided to the Lender kereunder, all for fiie purpose of
underwriting and sexrvicing the Loan.

30. Authorizatian relating to the Propsrty

The Borrowet authorizes 211 governmental and other authoritics having jurisdiction with respect
to the Property, to disclose fo the Lender or its solicitors al} information in their possession with
respect to the Propexty and to undertake 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

31. Consent to Disclosure

In the event the Lender sells the Lozn or securitizes it into the secondary market, the Borrower
and each Additienal Covenantor (if applicable) consent to the release by the Lender of ail
information and materials in the Lender's posscssion concerning the Borrower, each Additional
Covenentor and/er the Praperty to such party or partiss (including the public in any offering
memorandum) as may be necessary or desirable to facilitate such sale ot securitization. In
addition, the Borrower and 2ach Additional Covenantor agrees that the Lender may share any
information concerning the Borrower ar any Additional Covenantor, as the case may be, with:
(2) any proposed assignee of this Commitment or the Loan, (b) the Lendex's duly authorized
agents or represcutatives who are engaged in the processing or serviclng of the Loan and (0)
organizations with which the Lender has strategic alliances who may wse such Information to
provide the Borrower or any Additional Govenantor with Information on certain financial
products which may be of interest 1o them, If the Borrower or any Additional Covenantor
decides it doos not wish {ts personsl information shared with aty party referred fo in subsection
(c) of this Sectlon, it may so advise the Lender in writlng at any time and the information will not
be 8o ahared.

32. Additiongl Covenantors

The Additional Covenantors, if any, hereby acknowledge and agree that each of them is jointly
and severally Hable for alt covenants and obligations of the Borrower under this Commitment

and under the Loan.

33.  Publicity

On completion of funding, the Lender may, et its option, issue a press release announcing the
Loan. During the construstion of any {mprovements, the Lendsr may require & sign to be erected
and maintpined by the Borrower evidencing the Lender's fmancing of same and may place

notices thereof in the media.
-18- 6
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Npoither 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 md conditions
contained herein, This Commitment and all its provisions shall continue in full fotce and effect
unfil the Loan has bsen repeld in full; provided that, in case of any Inconsistency or confliot
betwesn any provision or provisions of this Commitment and any provislon or provisions of the
Security Documents, the Lender may elset which Instiment or provision 15 to prevail.

34, Non-Merger of Commitment

35, No Agency

The Lender is not aetihg as the Bomower's agent or otherwise in any fiduciary capacity in
relation to the Borrower in ¢onnection with this Loan,

36. Agsipnment

Neither the Borrowrer nor any of the Additlonal Covenantors is permitied to assign any or all of
their respective rights and/or obligations pursuant to this Commitment, the Security Dovumetits
or aay of the Loan proceeds. This Commitment, the Loan and/for the Seourity Documents may
be assigned, in whole or in part, by the Lender at any time before or after the Disbursement Date.

37, Entire Agreement

This Commitment and the Schedules ettached hercto, when accepted by the Borrower, will
constitute the entirs agreoment and understanding between the parties herste with respect to the
Loan and supercede all other agreements, understandings or commitmenty, whether oral or
writtenn, The terms and conditlons of this Commitment shall not be merged by and shall survive
the execution of the Security Documents. In the event of a conflict between the terms of this
Copmaitment and the terms of the Seourity Documents, then the terms of this Commitmant shall
prevall to the extent of such conflict,

38,  Aporovals and Consents

Any epprovals or consefits required to be made or given by the Lender hercunder must be
expressly given in writing pursuant hereto and shall not be implied or construed by the delivery
ar receipt of docutments,

39, Amendments and Waivelrs

Hxoept as otherwise expressly provided herein, this Comimitment cannot be waived, altered,
amended, discharged or terminated other than by an agreement in wiiting signed by the party
against whom eaforcement of any such waiver, alteration, amendment, discharge or termination

is sought.

$
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40, Commupiceations

All communications provided for hereunder shall be in writing, personally delivered, sent by
prepaid first olass mail or sent by electroni¢ iransmission, and if to the Lender addiessed to the
address above-noted to the attention of the Mamager, Mortgage Investments and if to the
Borrower to the address nated above. The date of tecelpt of any such communication shall be
deemed to be the date of delivery, if deliveted as aforesaid, or the third Businsss Day following
the date of mailing, if mailed, as aforesald, If sent by clectronic transmission before 4:00 pm on
any Business Day, such communication shall be deemed to kave been received on the date sent;
if sent after 4:00 pm on any Business Day or if sent on & day which is not a Business Day, such
communjcation aball be deemed to have been received on the next following Business Day. Any
party hereto may change its address for service from timg to time by notics in the mannet herein
pravided. In the event of a postal disruption or an anticipated postal disruption, prepaid first
class mail will not be an acceptable means of communication.

4l.  Further Assprances

The Borrower and each Additional Covenantor shall, at the Lender's request, execute or deliver
such further documentation and enter into such othér agreements as are necessary for the
secuting of the Loan and the fulfilling of the terms contained hersin.

42, Time of the Evsence

Time shall be of the essence of this Conmuitment in all respacts.
43, Enurement

This Coramitment shall be binding upon and enurs to the benefit of the parties hetoto aud their
respective transferees, successors and assigns, subject to any limitations contained in the Section
entitled "Assignment” zbove.

44, Governing Law

This Commitment atid all documentation and seeurity contemplated hersundear shali be govorned
by and construed in accordance with the laws of the Province in which the Property is situate and
the federal laws applicable therein,

4s, Saversbility

If arry covenant, obligation or agreement contained in this Commitment or the application thereof
to any person or circumstance is, to any extont, invalid or unenforceable, the yemeinder of this
Conmaitment or the application of such covenant, obligation or agreement to persons ar
circumstimees other than those aa to which it is held invelid or unenforceable, shall nat be
affected thereby and each covenant, obligatlon and agreement of this Commitment shall be
separatcly valid and enforceable to the fullest extent permitted by law.

«20« é
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46.  Coumterpapis

This Commitment may be executed in any number of counterparts, each of which shall be
desmed to be an original aid all of which taken together shall be deemed to constitute one and
the same instrument. Counterparts may be executed either in original or faxed Torm and the
parties hereto adopt any signatures recetved by a receiving fax machine as original signatures of
the partias.

47, Confidentiality

The Borrower will not disclose or identify the Lender's investor/client, except: (i) as may be
required by law ot in conncction with legal proceedings; (ii) as may be reasonably necessary to
complete the transaction or documentation contemplated hereby; or (ifi) as required for reparting
purposes to officers, directors, sharsholders and auditors of the Borrower.

48,  Interpretation

{a)  The headings of all provisions herein are inserted as ¢ matter of convenience only
and not to define the intent of this document. The nceessary changes in grammar
and gender required to apply to the perties hereto shail be assumed as though
expressed.

()  If there is more than one Borrower or if there is an Additional Covenantor, or
more than one Additional Covenantor, each of the covenants, apreements and
obligations herein shall, as botweon and among each Bomower and each
Additlonal Covenantot, be deemed to be joint and several, except as may
otherwise hetein apecifically be provided, and the term "Borrower" shall be read
as if each Borrower were specifically named and the torm "Addifioral
Cuvenantor” shall be road as if each Additional Covenantor were specifically
nemed and any default by any one Borrower shall be deemed to be a defauit by
cach Botrower and any default by any one Additional Covenantor shall be
deemed fo be a default by each Additional Covenantor,

(c)  ™Business Day” means & day of the week, other than Saturday, Sunday or any
other day which ig & statutory or a municipal holiday in the municipality in which
the Property is situate.

(d)  "Person” includes any individual, partnership, joint ventute, trust, unincorporated
orpanization or any other association, corporation and govermment of amy
department of agancy thereof.

(¢ The words "hereto”, “herelu”, "heregnder”, “hereéof’, “hereby", "this
Commitment”, "this agreoment” and similar expressions used in this
Commitment, including the schedules attached hersto, meau or refer to this
Commitment as & whole and not to any particular provision, section or paragraph
or other portion of this Commditment and include any instrument supplemental of

ancillary hereto.
-21- @
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Acceptance of this Cormitment shall create s binding agrecment between the parties heteto on
the tarms and conditions set out herein. To accept this Commitment, kindly execute same where
indicated below atid return it to the Lender by no later than 4 p.m, Toronto tims on Ootober 27,
2008, at the zddress noted above,

Failing receipt by the Lender of the cxecuted Commitment by the datb and time aforesaid, the
offer contained in this Commitment shall be null and void and of no further force and effect
unless the Lender shall have otherwiss agreed in writing whether before, on or efter such date.

Yours traty,
CARLISLE CAFITAL STRUCTURES CORFORATION

Roderick . Dougherty, President

Accepted on the Zzﬂ‘day of __ perpsest , 2004
KINGSWAY ARMS MANAGEMENT SERVICLES INC./

Per: %‘-"——""

Name: Llanaz , L.
el A

I have the putharity to bind the Corporation

KINGSWAY ARMS HOLDINGS INC, /

Per:

Name:
Title;

I have the authority to bind the Corporation

KINGSWAY ARMS MANAGE G
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Maroe;
Title;

{ have the authority to bind the Gorporation

CHAPLIN VENTURES LTD.

Por: _‘,_‘4_@%——— /

Name! AFeHAE RaAyricatly €H
Tlﬂe: ﬁ“rwr

I have the authority to bind the Carpdration

COLTER INVESTMENTS (GF) LTD.

Per; ——
) Name:
Tirhy

[ biave the authority to bind the Corporation

ALLAN GROSSMAN

PATRICK BYRNE

GRAVAM PARKER
Amachments

Sohedule ) — Bnvironmental Provistons
Sohedule 2 — Insurance Requirements
Sohedule 3 — Deseription of Lends
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78 3owd L1 STHUNIA NITevHD ZBETORPPRY  BSIST 988%/92/07



A
o

11=1¢— U0 1349 o~

€

Title:

1 bave the authorliy to bind the Corporatinn

CHAYLIN VENTURES LYD.

Fer:

Namoe:
Tide:
I have the authority to bind the Corparation

COLTER INVESTMENTS {GF)L.LTD.

Per:

[ have the authority to bind the Corporation

/

ALLAN GROSSMAN

PATRICK BYRNE

GRAMAMPARKER
Attachments
Schedule 1 - Environmental Provisions

Schedole 2 — Insarance Reguirements
Schedole 3 —Desoription of Lands
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Name:
Tile:

I have the awthority (o bind the Corporation

CHAPLIN VENTURES LTD.

Per;

Name:
Title:
I have the aonthority to bind the Corporation

COLTER INVESTMENTS (GP) LTD,

Per:

Name:
Title:

I have the authority to bind the Corporation

GRAHAM PAHKER N
Aftachments

Schedule | — Environmental Provisions
Scheduls 2 - Insurance Requirstments
Sehedule 3 — Description of Lands
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SCHEDULE 1
Definitions
In this Schedule and in the Mortgage the foltowing wotds shall have the following meenings:

VApplicable Laws" means, in respect of eny person, property, transaction or event, alf
upplicable federal, provineial or wunicipal faws, statutes, regulations, rles, by-laws, policies and
guidelines, ovders, permits, licences, authorizations, approvals and all applicable common law or
equitable principles in force and affest during the ewrrency of this Charge.

"Charge" means the Charge/Mortgage made pursuant fo the Land Title dct to which the
Chergor and the Charges are parties and any amendments from time to times made hereafter by
tha Chargor and Chargee in writing in accordance with the provisions therein.

"Charges" means Carlisle Capital Swuctures Corpotation, or its successor or assignes.
"Chargor" means the botrower desoribed in the agreement to which this schedulo ls attached,

"Enviranmental Liuws” mesns all present and future Applicable Laws, standards and
requirements relating to environmentat or oeccupational health and safety matters, including those
relating to the presence, release, roporting, licenging, permitting, investigation, disposal, storage,
use, remediation and elean-up or any other aspect of 8 Hazardous Substance.

"Environmental Proceeding” means any investigation, action, proceeding, conviction, fine,
judgement, notice, order, ¢laim, directive, permit, Hcense, approval, agreoment or Lien of any
natere or kind arising under or relating to Bhvironmental Laws,

"Hazardous Substances" moens any stbstance or material that is prohibited, controlled,
otherwise ragulated by any governmental authority or is otherwise hazardous in fact, inclnding
without limitation contaminants, pollutants, asbegtos, fead, wrea formaldehyde foam insulation,
polychlorinated by-phenyls or hydrocatbon products, any materials containing seme or derivates
thereof, sxplosives, radioactive substances, petroleum and associated products, underground
storage tanks, dangerous or toxic substances or materiale, controlled products, and haxardous
waates, .

Representations Reparding Entytronmentsl Matters

The Chargor represents and warrants, which representations and waranties shall be deemed to
b continually repeated until all of the obligations pursuant to the Commitment, the Charge and
the Security Documents have been ropaid and/ot performed i fiull and the Loan hag been
terminated, and covenants hat;

(a) the Property and all businesses and operations conducted therech comply with all
Environmentsl Laws;

(b)  the Properiy has not besn used for or designated as a wasto disposal site and, cxeept 8s
disclosed in the environmental andit provided to the Chargee prior to the advance of
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funds under this Charge (the "Environmentsl Augii®), the Property containg no
Hazardous Substances and there is no existing or threatened Bovironmental Proceeding
against or affecting the Property:

(¢)  copies of ell cxisting environmental assessments, audits, tests and reports relating to the
Property have been delivered to the Chargee;

(&)  to the best of the Chatgor's knowledge and belief, thero are no psuding or proposed
chatges to Environmental Laws or 1o any Environmental Proceedings, which would
render illegal or materially restrict or change the present nse and opetation of the
Property; and

(¢)  extept as disclosed in the Envirotimental Audit, neither of the Chargor nor, to the best of
the Chargor's knowledge and belief afier due inquiry and investigation, any other person
or orgenization: () hes used or permitted the use of the Property to generate,
manufacture, refine, treat, transport, store, handle, dispage, transfer, produce or process
Hazardous Substances; (ii) has been subject to any Bnvicanmental Proceeding related to
the Propetty; (iii) has ceused or permittsd the release or discharps of any Hazardous
Substance on or in the vicinity of the Property; (iv) has recejved or otherwise has
knowledge of any Environmental Procesdings or of any facts which could give rise to
any Bovironmental Procesding related to the Property; (v) has undertaken eany
remediation or clean-yp of any Hazardous Substanca ot or in the vieinity of' the Property;
or {vi) has defanlted in ropartiug any oceurvence or clrcumstance to any governmental
authority in relation to the Property which is or was required to be reported pursuant to
any Envirotmental Laws,

Additional Covenanis Regarding Environmental Matters

The Chargor shall: (i) comply and shall ensure that the Property complies with all Environmental
Laws at all times; (i} not permit any Hazardous Substance to be located, manufactured, stored, .
spilled, discharged or disposed of et, on or under the Property (except in the ordinary course of
business of the Charger or any tanant and in compliancs with 21l Environmental Laws) nor shall
the Charger permit any other activity on or in respoet of the Property that might result in any
Bovironmental Proceeding affecting the Froperty, Chargor or Chargee; (i} notify the Chargee
promptly of any threstened or actual Environmental Proceedings; (iv) remediate and cute, in &
timely manner, any non-compliance by the Property or the Chargor with Environmental Laws,
inoluding, without Bimitation, removal of any Hazardous Substances from the Property; (¥)
maintain gll environmental and operating documents and records including, without limitation,
all permifs, licenses, certificates, appravals, orders and agtesments relating to the Property as
required by Bovironmental Laws; (vi} provide the Chargee promptly upon request with such
information, dogtuments, resords, permits, licences, certificates, approvals, orders, agreements,
environmenial audits, reports, assessments and inspections and take such other sieps (all at the
Chargor's expense) a3 may be required by the Chargee to confirm and/or ensure compliance by
the Property and the Chargor with Bnvironmental Laws, and (vii) exscute all consents,
authotizations and directions necessary o petmit any inspection of the Property by any
governmenial authority and to permit the'reloase to the Chergee or its representatives, of any



-~

10-00T WU 4.4 couae T-816  PUS1/Ys88 F-296

-3

information relating to the Property and the Chargor, 28 the Chargee may requost frora {ime to
fime,

Fuvitammental Indemnity

Without limiting any other provision of this Charge, the Commitment, the Seourity Documents
or any documents eollateral hereto and thereto, the Chargor shall indemnify and pay, protect,
defend and save the Charges harmless from and against all actions, procesdings, logsses,
damages, liabilities, claims, demands, judgments, costs, expenses, (including legal fees and
dishursements on a selicitor and his own client basis) (collestivaly "Evivirontental Clalms™),
imposed on, made against or incurred by the Chargee arising from or relating to, ditectly or
indirectly, and whsther or not disclosed by the Environmental Audit and whether or not caused
by the Chargor or within its conttol, (i) any actual or alleged breach of Environmental Laws
relating to or affecting the Property, (ii) the actal or alleged presencs, release, dischatge or
dispositlon of any Hazardous Substince in, on, over, under, from or effecting all or part of the
Property or sutrounding lands, includmyg, without limitation, any personal injury or property
damage arising therefrorn, (iif) any actual or thraawned Environmental Proceeding affecting the
Property including any settlement thersof, (1v) any assessment, investipation, containtent,
monitoring, remediation and/or reroval of Hazardous Substanoces from all or any part of the
Property or surrounding areas or otherwise complying with Environmental Laws, or (v) any
breach by the Chargor of any covenant hereunder, wnder the Commitment, uhder the Scourity
Doguments or under any document collateral heveto or thereta or under Applicable Law relating
to environmental matters, This indemnnity shall survive repayment of the Loan secured hereby,
foreclosure upon this Charge and any other extinguishiog of the obligations of the Chargor under
this Charge and any other exetoise by the Chargee of any remedies available to it against the
Chargor.
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SCHEDULE 2

Ynguxanes Reguirernsnis

The Borrower will 4t all times during the Term maintain the insyrance required by the Mortgage
including, without limitation the following coverages: '

(a)  all xisks of ditect physical loss or damage, Including, without limitation, builder's
tisk coverage, coverage for the foundations of all improvernents and flood and
earthquake coverage, all on a replacsment cosi bagis with loss payable to the Lender
under gn Insurance Bureau of Canade mortgage clause; the policy should allow for
the improvements on the Property to be completed (if applicable), for partial
oceupancy, and for the Property to be vacant and unoccupied for a period of at least
30 days;

(v  comprehensive broad form boller and machinery insurance covering all pressure
vessels (whether fired or unfired), ait conditioning and miscellancons electrical
apparatus on the Property, for an amount satisfactory to the Lender, with loss
payable to the Lender under & Boiler and Machinery Insurance Associatioh
morigage clavyse; '

(¢}  business interruption or rental income loss coverage on a gross profits or rentuls
forra suificient to cover 100% of the loss of rent or loss of business income fiom
the business conducted en the Property for a pariod of twelve (12) months, based on
the greater of actual or projected revenue, in respect of all perils deseribed in (a)
and (b) above; and

{d) _comprchensive general lisbility insurance, inclusive of bodily injury, death or
property damage or loss, for a minimum amount of $5,000,000 per ocentrence ot
such other amount 48 the Lender mdy reasonably request,

The coveraga required by sections (a) and (b) zbove shall include by-taw eudorsements
acteptable to the Lender, including but not limited to same site waiver, inorcased cost of
constuction, undamaged portion caverage and demolition and debris coverage.

All policies shall be on a "no co-insutance” bausis, All such insurance shall be placed with s
company ot cotnpanies satisfactory to the Lender. Deduetible amounts shall also be subject to
Lender's approval. All cancellations and alteration clauses in the abovereferenced policies,
including those obtained in the motlgage clause endorsements, shall provide for at least thitty
(30) days prior writien notice to the Lender of any cancellation of or material alteration to the
policy. The Borrower shall provide evidence of policy tenewal or satisfactory teplacement
annually at least thirty (30) days prior to explty, The Borrower shall deliver to the Lender
original or certified copies of all policies required hereunder, The Lender shall be entitled to
require coverage of such other risks and perils as the Lender may from time to tima consider
advisable or desirable and in respect of which insurance coverage is available,
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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 Limited (the
“Assignee”) all of Carlisle’s interest in and to a commitment letter (the “Commitment Letter™) dated
QOctober 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
Heldings Inc., Chaplin Ventures (GP) Ltd., Patrick Byrne, Graham Parker, Kingsway Arms Holdings
B.C. Ltd., Colter Investments LP and 0780293 B.C. Ltd. (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

Acknowledged and Accepted this___ day of , 2006:
1397225 ONTARIO LYMITED

Per: %L/ m '

Name:

Title:

Acknowledged and Accepted by the Borrower and Covenantors this___ day of
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 (TWO DOLLARS), the receipt of which is hereby acknowledged, Carlisle
Capital Structures Corporation (“Carlisle) hereby assigns to 1397225 Ontario Limiteéd (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) Lid., Patrick Byrne, Graham Parker, Kingsway Arms Holdings
B.C. Lid., Colter Investments LP, B.C. Ltd. and-Miehecl-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
rights of action or other rights accruing to the undersigned, or which might after this assignment takes
effect accrue fo 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

Per:
Narme:
Title:

Acknowledged and Accepted this ____ day of , 2006:

1397225 ONTARIO LIMITED

Per:
Name:
Title:

Acknbwledged and Accepted by the Bc;rrower and Covenantors this ﬁ_ day of :\LL[]_U&%_,
200¢:

682202 B.C. LTD.

Per: W @

Name: Mueswsesl OuprLan
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 Limited, {the

. “Assignee”) all of Carlisle’s interest in and to 2 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 Byrne, Grabam Parker, Kingsway Arms Holdings
B.C. Ltd., Colter Investments LP, 398810 B.C. Lid. ‘and Michael Chaplin (collectively, the
“Covenantors™) with respect to financing a project referred to as “Ceadarbrooke Chateau” Iocated 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 Leiter 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.

DATEDthe _ dayof__ - , 2006.

CARLISLE CAPITAL STRUCTURES CORPbRATION

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:

682202 B.C. LTD,

Per:

Name:
Title:




. Per:

CHAPLIN VENTURES LTD.

o

Name:
Title:

COLTER INVESTMENTS (GP) LTD.

Per:
Name:
Title:

Al by

PATRICK BYRKE
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KINGSWAY ARMS HOLDINGS INC.

Per:
Name:
Title:

CHAPLIN VENTURES LTD.

bers A

Name: Mictrel- GaPuN -
Title:

COLTER INVESTMENTS (GP) LTD.

Per:
Name:
Title:

PATRICK BYRNE

GRATAM PARKER
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KINGS % AZS HOLDINGS B.C. LTD.
Per:

Name: Pmﬂxuz, QVINL
Title: M ) #NQ-/

my
Per:

Narfie:

5
T IS

COLTER INVESTMENTS LP

Per:
Name:
Title:
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KINGSWAY ARMS HOLDINGS B.C. LTD.

Per: _

Name;
Title:
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0780293 B.C.LTD.

Per: M '

Name: W;:oy_s g/AfM

Title: Zetears s 7™
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