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COST OVERRUN AND COMPLETION AGREEMENT Oﬁ-b_n o

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

682202 B.C. LTD. (Inc No. 682202)
C/O 1200 — 200 Burrard Street, Vancouver, B.C., V7X 1T2

(hereinafter called the “Borrower™)

OF THE FIRST PART

1397225 ONTARIO LIMITED of
5650 Yonge Street, Suite 300, Toronto, Ontaric M2M 4HS -

(hereinafter called ther“Lender") .
OF THE SECOND PART

AND:

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 Street, Vancouver, B.C., V7X 1T2

(hereinafter 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. ' (



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

Agreement 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 Bomower by the Lender, the
receipt and sufficiency of which is hereby acknowledged by the Borrower, the Borrower agrees
with the Lender as follows:

. L
1.1

out below:

a)
b)

c)

d)

g

h)

Definitions

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

“Agreement” 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 aggregate 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;

“Commitment Letter” means that letter issued by Carlisle Capital Structures
Corporation dated October 24, 2005 assumed and accepted by the Borrower and
as assipned by Cailiste Capital Structures Corporation to the Lender, and all

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

offered to the Bonower

“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 portlon of the ‘Project as the appropriate line-
by-line items in the Budget;

“Lands” means the property owned by the Borrower located at 3233] 7
Avenue, Mission, British Columbia and legally described in the attached
Scheduie “A”;

‘“Loan” means the loan made or to be made by the Lender to the Borrower in the
principal amougt of $3,700,000.00 pursuant to the Commitment Letter;

“Project” means the 138-unit independent living facility being construeted on the
Lands,
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2. Guaranteed Payment of Budget Shortfall Amounts and Completmn 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 Borrower. 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. TUpon review of the revised Budget, the Lender will, acting .

reasonably, determine if a Budget Shortfall has occurred.

2.2 The Borrower and Covenantor shall, upon written notice from the Lender setting
out the Lender’s detexmination of the Budget Shortfall forthwith pay the costs of the Project in
such amounts, so that the unadvanced portion of the Loan will be suﬂiment to complete the
Project in accordance with the revised Budget.

2.3 The Bomower shall complete the Project promptly and in accordance with the
terms and conditions of the Budget and the plans, drawmgs and specifications for thé Project as
provided for in the Commitment Letter.

2.4 The Lender may make more than one dernand 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 Agreement is in addition to other security now or hereafter provided by the
Borrower to the Lender. The Lender may:

a) grant time, repewals, extensions, indulgences, releases and discharges to.;
b) take securities from;

c) abstain from taking additional security from:

d) abstain from perfecting securities of;

&) ;'mcept compositions from; and

otherwise deal with the Borrower and other persons and with iteras 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.

32 This Agreement shall be governed by and construed in accordance with the laws
of the Province of British Columbia.
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33 The taking of a judgment or the enforcement of any obligation of the Borrower
(whether containéd in this Agreement or elsewhere) shall not create a merger or chscharge of any
other obligation of the Borrower to the Lender.

3.4 If any provision of T.hlS Agreement is determined to be invalid, illegal or
unenforceable in any respect, then the validity, legality and enforceablhty of the remaining
provisions hereof shali not be affected or impaired thereby. ,

35 This Agreement shall epure 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 person,
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
orily 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 Duhsmuir Street, Vancouver, B.C. V6C 3K4

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

If to the Borrower and/or Covenantor:

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

Attention: ©__ Jo—#rNE cthd
C/O Fax: (604) 622-5009
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and shall be deemed to have been received on the day following delivery or transmission by

facsimile.

-5-

"IN WITNESS WHEREOCF this Agreement has been execuied by the Bomower and the
Covenantors as of the day and year first above written.

Name / aé-ANNE B. CHIA
Barrister & Solicitor

a1200 Waien‘rontCentra, 200 Burrard Stroet
R0, Box 48600, Vancouvar, Canada V7X{T2

AN4-640.4210
o-4319

Address/Occupation

Executed in the presence of:

Name

Address/Occupation

Executed in the presence of:

Name

Address/QOccupation

\_/v\_z\_z\._z\_/\./\_/v' o

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

e

Name M- CHAPLIN

KINGSWAY ARMS MANAGEMENT
SERVICES INC, by its authorized

s gqatory(i&e)

Name

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

Name

Name
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and shall be deemed to have been received on the day following 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 presence of:

Totouta Loizide Q%%%
Name ©ffice on~age~

BS55 JOre Sheek, Suckt 3

Vausgien "on

Address/Occupation

Executed in the presence of;

rrewts Lozites @.&g
N -

ame e }J.a‘m&u_f
LS Joune Street Sl (O

Voyeon , on)
Address/Occupation

Executed in the presence of: -

Name Offie Mama-.g*\’-{‘

gess JAre Street, St 93—

Vougran, o
Address/Occupation

N Nt Nt Mgt N N N N N N

St Nt e M Ve Nt M M e S’

PN S N N N N N SN

682202 B.C. LID., by its authorzed

signatogpy(ies)

- "
Name Jpp)ch B AVE—

Name

KINGSWAY ARMS MANAGEMENT

Name /Mfdé/ ZV/(/[/L

Name

KINGSWA;Y ARMS HOLDINGS INC,, by
its authozized signatory(ies)

Wby

Name JIIA BIENE=

.Name
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Executed in the pr

—

Name / /(/
JO-ANNE B. CHIA

Barrister & Solicitor
1200 Waterfront Centre, 200 Burrard Straai
R.O. Box 48600, Vancnuver Canada V7X1T2

Address/Occupitido-121°

Name

/s o
JO-ANNE B. CHIA
Barrister & Solicitor

. 1200 Waterfront Centre, 200 Burrard Streal
0. Hox 48600, Vancﬂuscﬂr,.Ca.nada-\.m(q-Tz

Address/Occupatiéhf 9404219

Executed in the presence of:

Name

Address/Occupation

T T R

CHAPLIN VENTURES LTD, by its

authorized signatory(ies)

AVl <,

Name M.CHAPLIA)

Name

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

L

L—EQ.DUX

Name

PATRICK BYRNE
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Executed in the presence of:

Name

Address/Occupation

Executed in the presence of:

Name

Address/Occupation

Executed in the presence of:

wa%
Name Office Honoge~

& 565, JAre Seet, SlulT (v
Vouggon, o) |

Address/Occupation

709

CHAPLIN VENTURES LID, its

authorized signatory(ies)

by

Name

i i e i ol S S S S

Name

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

Name

Name

Al

PATRICK BYRNE
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Executed in the presencé of:

(4 Z\DA\J

GRAHAM PARKER

- Eoto L2
Name pf-fice. horergA—
€S5S I Styeef, S 10

Address/Occupation

Executed-inthepresenceof:

Name

Address/Ocoupation
ceupation

b i g g ) LN N

——

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

Executed in the presence of:

roly Ay~——
Name (é%%/?ﬁw/

Name

Address/Occupation

St Nt Nt Nt Nt S St N M Nt



Executed in the iiresence of:

Name

Address/Occupation
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GRAHAM PARKER

Executed in the presence of:

Name

Address/Occupation

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

)

)

)

)

)

) Name
) .

)

)

)
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)
)
)
Name )
)
)
)
KAdress/Oceupation ———) Name_- ——
)
Executed in the f: } COLTER INVESTMENTS LIMITED
} PARTNERSHIP, by its General Partuer,
/ } Colter Investments (GP) ILtd., by its
. : } authorized signatory(ies)
Name m CHIA ) / / ‘

Barrister & Solicitor ) 4/? .
12C0 Watarfront Centra, 200 Burrard Straat ) J.,»L::P : {
0. Box 48600, Vancouver, Ganada V7X 1T2 ) W@x

Address/Occupation ) :

Name



Executed in the presenie of:

Name

ROBERT A. TONSOO

: - 270
Adﬁ_ess’fogupatlo&éﬁo NA BC VIX1X7
491-0206

713

0780293 B.C. LTD., by its authorized
signatory(ies) '

ey S

Name DesnsS o abrts

Name
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SCHEDULE “A»

PID: 017-490-146

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



