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INTRODUCTION

1. On December 1, 2011, the Purdy Group sought and obtained protection from its
creditors under the Companies® Creditors Arrangement Act, R.8.C. 1985, ¢.C-36,
as amended (the “CCAA™) pursuant to an order of the Court of Queen’s Bench of

Alberta (“Court”} (the “Initial Order™).

2. Pursuant to the Initial Order, Alvarez & Marsal Canada Inc. was appointed

monitor of the Purdy Group (the “Monitor”).

3. The purpose of this first report of the Monitor (the “First Report”) is to provide

the Court with an update in respect of the following:
a) a brief overview of the Purdy Group;
b) abrief operational update since the date of the Initial Order;
¢) the Purdy Group’s update on its restructuring efforts;

d) various actions commenced against the Purdy Group regarding the

Lake Eden Funds since the date of the Initial Ovder;

e) an analysis of the budget to actual cash flow results for the period
from December 1, 2011 to December 14, 2011 (the “Reporting
Period™),

) the revised cash flow projections (the “Revised Forecast™) from
December 10, 2011 through February 16, 2012 (the “Forecast

Period™);

g) the notices issued to creditors regarding the granting of the Initial
Order;

h) the Purdy Group’s request for an extension to the Stay Period until,

and including February 16, 2012; and



i}y the Monitor’s recommendations.

4. Capitalized terms not defined in this First Report are as defined in the Initial
Order.
5. The style of cause has either an (AB) or (BC) after cach of the individual

Applicant company names. The Monitor understands this was done to indicate in
which province the individual applicants arc ocated, and that those letters do not
form a part of the legal name of the company. There are two different corporate
entities with the name Armac Investments Lid, one is a British Columbia (“B.C.”")

corporation and the other is an Alberta corporation.
6. All references to dollars are in Canadian currency unless otherwise noted.
TERMS OF REFERENCE

7. In preparing this First Report, the Monitor has relied upon unaudited financial
information, company records and discussions with management of the Purdy
Group. The Monitor has not performed an audit, review or other verification of
such information. An examination of the financial forecast as outlined in the
Canadian Institute of Chartered Accountants (“CICA”) Handbook has not been
performed. Future oriented financial information relied upon in this report is
based on management’s assumplions regarding future events and actual results

achieved will vary from this information and the variations may be material.

BACKGROUND

8. The Purdy Group is a group of privately-held companies engaged in the business
of property acquisition, development and sale in the Provinces of Alberta and
British Columbia, as well as the management of operating businesses on the
lands. The primary assets are geographically located mainly on the West Coast of
Vancouver Island, British Columbia and in or around Edmonton, Alberta. The
business of the Purdy Group is in the development and acquisition of commercial

and resort properties.
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Il

The Purdy Group entities are owned 100% by its sole owner, director and officer,
Mr. John (Jack) Kenneth Purdy (“Jack Purdy™), either directly or through holding

companies, legally and beneficially.

The corporate organization of the Purdy Group is set out at Appendix A fo this
repor. The Monitor is still investigating the affairs of the individual companies

and will provide further analysis of the Purdy Group in a subsequent report.

Further background to the Purdy Group and their operations is contained in the
materials fiied relating to the Initial Order including the November 25, 2011
affidavit of Jack Purdy (the “November 25" Purdy Affidavit®). These documents,
together with other information regarding this CCAA proceeding, including the
Initial Order and the November 25" Purdy Affidavit, have been posted by the

Monitor on its website at: www.alvarezandmarsal com/purdy

OVERVIEW OF THE PURDY GROUP

12,

13.

The Purdy Group can logically be divided into two scparate calegories: the
Alberta corporations and properties (the “Alberta Properties”) and the British
Columbia corporations and propertiecs (the “BC Properties”). The Monitor
understands that there are six individual properties that form part of the Alberta
Properties and 31 individual properties, including certain leases, that form part of

the BC Properties, as discussed further below.

The Monitor continues to review various ownership agreements, information
concerning corporate structure and the financial statements of the Purdy Group to
confinm which individual properties belongs to which Applicant entity. Based on
the current information available, the Monitor has set out a brief overview of the

Alberta Properties and BC Properties below.



Alberta Properties
Armae Investments Lid, {“Arimac AB")

14, Formerly incorporated in Alberta as 1082054 Alberta Ltd. (“108™), 108 changed
its name to Armac Investments Ltd. on March 3, 2004,  Armac AB is a holding

company that presently owns two properties:
a) Range Road 210 — Sherwood Park (the “Equestrian Property™)

i.  The Equestrian Property was purchased approximately five years
ago and consists of 40 acres of raw land with horse barns and a
horse training track located on the property. The intention of this
acquisition was to develop it into a Dude Ranch and to be utilized
in conjunction with Half Moon Lake Resort, The property has

never been utilized and has been vacant for a number of years.

ii. The Monitor is aware that there is curently foreclosure
proceedings against Armac AB with respect to these lands that
have been initiated by Royal Bank of Canada (“RBC”)

fii.  The Applicants very recently received an application by RBC for
the sale of the property for $423,000. The RBC debt is
approximately $210,000. The Applicant has advised the Monitor
that it had originally paid approximately $650,000 for the property
many years ago. The Applicants are considering their position

with respect to the foreclosure application.
b} Onoway, Alberta (*Onoway”)

i.  The Onoway property is focated approximately one hour west of
Edmonton, Alberta and consists of 7.72 acres of raw land, The
Monitor understands that preliminary plans have been made to
develop 2 acres of the Jands for two 3-story walk-up strata-titled
condominium buildings totailing 98 units. In addition, the balance

6



of the lands is proposed fo be developed into 16 duplex sites. No
submissions or approvals for subdivision have been received and

that process is currently on hold.

Lake Eden Project Inc. (AB) (“Lake Eden”)

15.

16.

17.

Lake Eden is incorporated in the province of Alberta and previously owned one
significant development property , an old skill hill and vehicle recreational park
located in the Parkland County near Edmonton, Alberta, This property was sold
in a tax sale on or around August 18, 2010 {the “Lake Eden Property™). The tax
sale generated proceeds of $1.5 miilion of which approximately $1.4 million

remained as surplus available to Lake Eden (the “Lake I:den Funds™).

At the time of the Initial Order, the Lake Eden Funds were held in by the Clerk of
the Court for several months due to a contested action over the right to certain of
these proceeds. Pursuant to the Initial Order, theCourt allowed for the release of
Lake Eden Funds to the Monitor to be distributed in accordance with the Initial
Order.  The Initial Order required the Monitor to hold in trust $320,000 until
further order of the Court., Subsequent to the Initial Order, a further order of the
Court was granted, requiring the Monitor 1o hold an additional $100,000 in trust

pending further order of the Court.

The Monitor has received the approximate $1.4 million and made distributicns as

authorized for retainers and professional fees and disbursements.

1204583 Alberta Lid, (dba Wildrose Vacations) (" Wildrose”)

18.

Wildrose was incorporated in the province of Alberta and previously operated as a
travel club with approximately 2,500 members. The Monitor understands that
Wildrose sold its membership base to the Real Canadian Travel Store
approximately one year ago in exchange for a $1.9 million debenture repayable
under certain terms and conditions. The Monitor is investigating the terms,

conditions and collectability of this debenture.



1377517 Alberta Lid. (“1317)

19.

20.

131 currently owns one property, the Jasper Place Building, located at 15625
Stony Plain Road in Edmonton, Alverta.  This property (the “Stoney Plain
Building™) is located in the Glenwood neighbourhood in West Edmonton, Alberta
that has a building area size of 7,622 sq. fi and is on a site area of approximately
15,400 sq. ft. Axcess Capital Partners (“Axcess”) has a mortgage over this

property and has commenced foreclosure proceedings.

The Monitor understands that the Stoney Plain Building is presently vacant and is

eurrently for sale (listed prior to the CCAA) with Trikon Group real estate.

Westridge Park Lodge Development Corp. (“Westridge Development ™)

21

Formally called Cariboo Alloys Inc. (“Cariboo™), Cariboo changed its name to
Westridge Park Lodge Development on March 2, 2009, Westridge Development
was incorporated in the province Alberta for the purpose of development of the
real estate owned by Westridge Park Lodge and Golf Resort Ltd, as discussed
below. Westridge Development wholly owns the sharcs of Westridge Lodge and
Golf.

Westridge Park Lodge and Golf Resort Lid. (“Westridge Lodge & Golf”)

22,

23.

Westridge Lodge & Golf currently has one property that consists of 129 acres of
land, with approximately ' mile of frontage on the North Saskatchewan River.
This property is at the western end of Edmonton, close to Devon, Alberta, along
the River Valiey Alliance, which is one of the largest park systems in Canada.
The Monitor understands that this property has a 50,000 square foot hotel and
restaurant/convention facility, an executive 9-hole golf course and development
plans to include reconfiguring a portion of the golf-course area to create a 242
Park Model RV site.

Westridge Lodge & Golf is currently not operating.



24, Axcess has a mortgage over this property and has commenced foreclosure

proceedings.

Half Moon Lake Resort Lid. (" Half Moon™)

25.  Half Moon is incorporated in Alberia and is the largest RV resort in the Edmonton
area. It is located ¥, hour east of Edmonton, in the County of Stiathcona. The
resort has 2 mile of lake frontage, and 139 acres of developable C6 (tourist
commercial/residential) zoned lands. The resort has been in business for over 50

years and was purchased by Half Moon in 2004.

26.  There are presently 216 serviced RV sites, a general store, a conference cenlre, a
mini-golf course, baseball-diamonds, laundry and shower facilities and a large
beach pavilion. Approximately 44 of the RV sites are subject to 35 year leases to

third parties

27, Due to some environmental issues (as discussed in the November 25" Purdy
Affidavit), the site has been closed for the past season, The Monitor understands
that Half Moon has done certain remedial work and testing and expects to receive
temporary approvals from Alberta Environment that will allow the resort to re-

open {or public use in 2012,

28.  Axcess has mortgages over 27 of the RV lots and has commenced foreclosure
proceedings.

BC Properties

No. 50 Corporate Ventures (“No.507)

29.  No.50 is incorporated in the province of British Columbia and holds the shares of

Fishpath Resorts, but otherwise has no operations.

30.  The Monitor understands that this company was previously used to hold certain
securities of Jack Purdy, when Jack Purdy was in the securities trading business

some time ago.



Fishpaths Resorts Corporation (“Fishpath Resorts ")

31.  Fishpath Resorts was incorporated in the province of British Columbia and is
currently one of the Purdy Group’s only operating companies that consists of a
36-room hotel, 65 scat liquor establishment, 50 seat restaurant, pool & spa and

farge RV lot.

32, Commonly referred to as the Bamfield Trails Motel, it is located at 226 Frigate
Road on West Coast Vancouver Island, British Columbia. The Monitor
understands that the Bamfield Trails Hotel and three of the smaller lodges
continue fo operate and provide some limited and insignificant cash-flow

sufficient at this time of year to cover its expenses.

Armac Investiments Lid ("Armac BC”)

33, Armac BC was incorporate on or around 1955 in the province of British

Columbia.

34, Armac BC is a holding company for the majority of the other applicants but it
also owns most of the property located in the communitics of Port Alberny and
Bamfield on West Coast Vancouver Island, British Columbia. The Armac BC’s
properties and properties owned by other of the Applicants in B.C, are commonly
veferred to as the Hawkeye Marine Group (“IHawkeyc MarincArmac BC owns
approximately 26 parcels of land in Bamfield and Port Alberni area, Some of
these lands have buildings on them, but with the exception of one property in Port

Alberni, that are now operating or leased.

th

35, The Armac BC Properties are further described in detail in the November 25
Purdy Affidavit.

36.  Substantially all of the Armac BC lands have tax arrears and are at various stages
of being taken over by the BC Crown in their tax sale process. Many of the titles

are now in the name of the BC Crown; however, Armac BC still has an

10



opportunity to pay the tax arrears and redeem the properties from the tax sale

Process.

37.  Canada Revenue Agency (“CRA™) has mortgages and Tax Judgments registered
against most of the Armac BC lands and one Port Alberni property at 5968 River
Rd is listed for sale.

Ostrom Estaies Lid ("Ostrom”)

38.  Ostrom is incorporated in the provinee of British Columbia and has a 50% interest
in one significant property located at 200 South Bamfield. Armac BC owns the
other 50%. This property is a 2/3" of a mile harbour ocean front property (38
acres of waterfront property) that is RA2 zoned, located in South Bamfield, West

Coast Vancouver Island, British Columbia.

39.  CRA has a mortgage over this property and it is listed for sale under a foreclosure

process.
40.  There are property tax arrears outstanding on this property.

Hawkeye Marine Group Lid. (" Hawkeye Group™)

41, Hawkeye Group is incorporated in the province of British Columbia with no
operations. It was incorporated for the purposes of advancing the initiatives

regarding all of Armac BC properties (mainly the Hawkeye Marine properties).

Jubilee Mountuin Holdings Lid. ("Jubilee™)

42, Jubilee is a holding company that was incorporated in the province of British
Columbia that currently holds 20-acres of raw land in the Town of Spillamachen,

Rritish Columbia. There are property tax arrears outstanding on this property.

Giant Mountain Properties Lid. (" Giant Mountain”)

43.  Giant Mountain is a holding company that was incorporated in the province of
British Columbia that currently holds 50-acres of raw land in the Town of
Spillamachen, British Columbia. This property is adjacent to the Jubilee.

11



44,  There are property tax arrears outstanding on the property.

Cherry Blossom Park Development Corp. ("' Cherry Blossom "}

45.  Cherry Blossom is a holding company incorporated in the province of British
Columbia and is located at 5611 Culverton Road, Duncan, Vancouver Island,
British Columbia (the “Culverton Property”). The Culverton Property totals 18-
acres of raw land and is in the final process of being rezoned into a 50- lot for a

centralized adult community project.
46.  There are property tax arrears outstanding on this property.
OPERATIONAL UPDATE

47, Following the granting of the Initial Order, the Purdy Group has not experienced a
material change to its operations and/or holdings; has maintained is operations at

Fishpath Resorts and has generally enjoyed the support of its critical vendors.
RESTRUCTURING UPDATE

Discussions with the Purdy Group

48. Since the date of the Initial Order, the Monitor has initiated dialogue with the
Purdy Group to consider and develop certain restructuring options available to the

Purdy Group.

49, Some of the initiatives discussed and being pursued include, but are not limited

to:

a) sclling multiple “non-essential” Purdy Group assets from the Alberta
Properties and/or BC Properties (the “Purdy Group Assets™) with
some proceeds to be used for restructuring and some to fund a plan to

its creditors;

12



50.

b}y identify certain minor improvements and development steps on the
Purdy Group Assets that will assist in increasing the their

marketability;

¢) putting in place sustainable replacement funding as may be necessary
in furtherance of successfully maintaining the Purdy Group as an on-
going viable business, with the purpose of being able to pay all their

obligations as they come due; and

d) identifying and addressing the property tax arrears in Alberta and

B.C. fo determine which should be paid {o preserve the property.

The restructuring Initiatives are currently at the preliminary stages and the

Monitor will report on the status of these initiatives in upcoming reports.

LAKE EDEN FUNDS HELD IN TRUST

Byron Loewen Garnishee Application

51

52,

53

As discussed in par. 35 and 36 in the November 25" Purdy Affidavit, an Order for
Judgment against Garnishee (“Order for Judgement™) was obtained by Byron
Loewen (“Loewen”) on November 1, 2011, in the amount of $316,034.13 plus
costs in the amount of $4,777.42, against Lake Eden (the “Lake Eden Contested

Funds™).

Pursuant to the Initial Order, the Monitor was required to set aside the Lake Eden
Contested Funds of $320,000 in trust pending further order from the Court in

relation (o this Order for Judgement. The Monitor confirms that it has complied

with this direction from the Court,

Loewen has brought an application to be heard by this Honourable Court on
December 20, 2011, secking to have the Lake Eden Contested Funds paid to

i.oewen,

13



54.

The Monitor has discussed the circumstances surrounding the Order for Judgment

with Purdy and his legal counsel, reviewed the available pleadings and discussed

same with Monitor’s counsel. The following summarizes the Monitor’s

understanding of the facts:

a)

b)

d)

The original claim of Loewen was against one or all of the corporate
entities “Armac”, Fishpath and 50 Corporate Ventures (“Judgment
Companies”) and related to an empleyment contract with one or all of
those entities to assist with the development of the Hawkeye Marine
Group properties on West Coast Vancouver Island, British Columbia

in the communities of Bamfield and Port Alberni.

A judgment was obtained in B.C. against the Judgment Companies in

the amount of approximately $100,000 (the “BC Judgment”)

There are two Armac companics as discussed earfier in this report
(Armac BC and Armac AB) and although it is not clear from the
material, which Armac is part of the Judgment Companies, Purdy and

his counsel advise it is Armac BC,

The BC Judgment was registered in Alberta against the Judgment
Companies, but a writ of enforcement was obtained in Alberta and

registered against Armac AB for the approximate amount of $100,000
(the “AB Writ”).

An Alberta garnishee summons against Lake Eden was then obtained
by Loewen on the strength of the AB Writ. Two other writs were filed
against Armac AB at the Alberta personal properly and registry (the
“Alberta PPR™) one in favour of CRA for $201,701 and one in favour
of Prowex Disposal for $14,867. The garnishee summons included
these two writs and the Loewen writ for $100,0600 (the “Writ

Holders™)} for a total of $316,034 (“Garnishee Summons”).

14



f)

g)

)

The Garnishee Summons was served on Lake Eden, but was not
responded to. Loewen then sought from the Court, an Order for

Judgement.

As of the date of the Inilial Order neither the Garnishee Summons nor

the Order for Judgment had been executed.

Lake Eden is a debtor of Armac AB and possibly of Armac BC.
Likewise, Armac AB is a creditor of Lake Eden and Armac BC may
be a creditor of Lake Eden. The total Armac receivable from Lake

Eden is in excess of $2.0 million.

Armac AB had a $7,540,000 mortgage registered against the Lake
Eden lands sold by tax sale. The mortgage is appended as Exhibit E to
the Affidavit of Purdy dated December, 2011. If valid, Armac AB
would have a secured ¢laim over the Lake Eden Contested Funds and
the balance of the Lake Eden FFunds. There is a contingent claim
against Lake Eden in the amount of $100,000. Aside from these
claims and the potential claim of the writ holders discussed below, the
Monitor is not aware of any other creditors of Lake Eden. The
Monitor has reviewed copies of cheques from Armac AB in respect of
Lake Eden in the amount of $914,088.7 and legal correspondence
indicating a further $829,499.00 was advanced to Lake Eden by either
Armac AB or Armac BC for a total of $1,743,587.70before interest
charges. In addition, the mortgage bears interest at 18% per annum.
The advances were made between July 2004 and July 2007. Aceruing
interest only on the $914,088.70 amount advanced directly by Armac
AB would at a minimum $700,000 bringing the debt due to Armac
AB to a minimum of $1,614,088.70. The mortgage and copies of the

advances arc attached as Appendix D.

The total claims of the Purdy Group of Companies is in excess of

$11.0 million.
15



55.

Based on the foregoing, the Monitor does not believe that the Writ Holders have a

priority claim to the Lake Eden Contested Funds over other creditors and that, for

the reasons set out below, the Writ Holders do not have a convincing argument as

to why they should be entitled to the Lake Tiden Contested IFunds over the Purdy

Group (unless additional information can be provided to the Monitor to the

contrary):

a)

b)

d)

The Writ Holder claims are unsccured claims against either Armac

AB or Armac BC not against Lake Eden.

The Applicants indicate the Loewen claim is against Armac BC and if
that is the case the writ of Loewen should not have been issued

against Armac AB,

Armac AB has a registered mortgage and appears to have advanced in
excess of $2.0 million to Lake Eden on a secured basis. [t is not
perfectly clear which Armac advanced the entirety of the funds, but
the Monitor is advised by Purdy that the intention was that the holder

of the mortgage, was to be the party advancing the funds.

If the Armac AB mortgage is valid, and the Monitor has no reason fo
believe they are not, Armac AB as a secured creditor of Eden would
be entitled to the Lake Eden surplus funds in priority to unsecured

creditors of Armac AB by virtue of the Municipal Government Act.

If the Armac AB mortgage is for some reason not valid, the same

conclusion may be reached as:

Armac BC and Armac AB have significant unsecured and secured
creditors in addition to the Writ Holders and the Writ Holders
should not have any priority over the other creditors of the two

Armac companies in these proceedings;

16



ii. By virtue of the Initial Order there is a stay of proceedings which
preciudes continuing with the Garnishee Summons or Order for

Judgment without leave of the Court;

i, The Initial Order at paragraph 9 preciudes the Applicants from
making any payments to creditors as of the date of the Initial
Order; and

iv.  The funds arc required by the appficants for restructuring purposes

for the equal benefit of all creditors.
Campenhout Application

56.  On December 9, 2011, counsel for the Applicants received a letter from counsel
representing three former owners of cottage property at Lake Eden, in Parkland
County, claiming they may have an equitable interest in the Lake Eden jands soid
by Parkland County for arrears of taxes and have commenced an action against
Parkland County and the purchaser of the lands. In the alternative these former
owners claim they may be entitled to a portion of the surplus funds by virtue of

the Municipal Government Act and were seeking to vary the Initial Order.

57.  The Partics agreed that the maximum claim to the surpius funds would be
$100,000 and a Consent Order was issued directing the Monitor to hold a further

$100,000 in trust, pending further order of the Court.
58.  The Monitor is holding the funds in Trust.

BUDGET TO ACTUAL RESULTS — DECEMBER 1, 2011 TO DECEMBER 14,
2011

59.  The cash flow budget to actual presented at Appendix B to this report for the
Reporting Period contains the actual cash receipts and disbursements relating to
the Purdy Group as compared to the cash flow forecasts previously provided to

this Court in the Proposed Monitor's Report (the “Proposed Manitor’s Report

17



Forecast”). The table below provides a summary of the budget to actual cash

flow:

The Purdy Group
Budget to Actual Cash Flow Results
for the period of December 1, 2011 to December 14, 2011

FORECAST ACTUAL VARJIANCE

Week I to Week3 Week 1 to Week 3 Week 1to Week 3
Dec.l - Dec.14, Dee.l - Dec.14, Dec.l - Dec.14,

2011 2011 2011

Receipts 1,400,000 1,417,234 17,234
Operating disbursements 305,000 108,853 196,147
Restructuring retainer fees 525,600 525,000 -
Fuands held in trust - 420,000 (420,000)
Net change in cash flow 570,000 363,381 (206,619
Opening cash - - -
Net change in cash flow 570,000 363,381 (206,619)
Ending cash 570,000 363,381 (206,619)

60.  Receipts for the Reporting Period totalled $1,417,234, representing a favourable
variance of approximately $17,234 from the receipts set out in the Proposed
Monitor’s Report Forecast. This positive variance was primarily due to higher
than anticipated Lake Eden Funds held in trust with this Court and higher than

expected accrued interest earned on these trust funds.

61.  Operating disbursements for the Reporting Period totalled approximately
$108,853 representing a favourable variance of approximately $196,147. This

variance was primarily due to the timing of certain property tax arrears and

18



preservation costs that were supposed to have been incuired in the Reporting

Pericd, but will now be paid in the Forecast Period.

62.  The Purdy Group incurred $525,000 in restructuring retainer fee expenses that

were previously forecast in the Proposed Monitor’s Report Forecast,

63, The Monitor was directed by this Honourable Court to hold $420,000 of the Lake
Eden Funds in trust, pending further order from this Honourable Court that was

not previously forecast.

64.  The ending total cash balance as at December 14, 2011 was $363,381 compared

to the forecast cash balance amount of $570,000, for the reasons discussed above.
REVISED CASH FLOW FORECAST THROUGH FEBRUARY 16, 2052

65, The Purdy Group, with the assistance of the Monitor, has prepared a Revised
Forecast for Forecast Period, which is attached as Appendix C. Management has

prepared the Revised Forecast based on the most current information available.

66, The table below summarizes cash flow for the Forecas: Period:
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67.

68.

69.

Purdy Group Dec.15/11 -
Revised Forecast Feb.16/12
RECEIPTS

Fishpath trade sales and rental receipts 13,800
Total receipts 13,800
DISBURSEMENTS

Fishpath operating disbursements 7,000
Advances / Management fees 9,600
Property tax arrears 206,000
Contingency £5,000
Preservation, repair and marketing costs 130,000
Total operating dishursements 367,600
Restructuring refainer fees -
Total disbursements 367,600
NET CHANGE IN CASH FLOWS (353,800)
OPENING CASH 363,381
NET CHANGE IN CASH FLOWS (353,800)
ENDING CASH 9,581

As summarized above, the Purdy Group is projecting total cash receipts of
approximately $13,800 and cash disbursements for operations of approximately
$367,600, resulting in a net decreasc in cash of approximately $353,800 during

the Forecast Period.

The Monitor has reviewed the assumptions supporting the Revised Forecast with

the Purdy Group management and believes the assumptions to be reasonable.

Significant assumptions made by the Purdy Group management with respect to

the Revised Forecast are:

20



b)

d)

€)

trade sales and rental sales relate primarily 1o the estimated collection
of approximately $13,800 in sales and rental receipts at the Fishpath

Resort;

Fishpath operating disbursements of approximately $7,000 relating
primarily o various general and administrative expenses, wages and

benefits and utility costs associated in operating Fishpath Resort;

advances and/or management fees payable of approximately $10,000
to Jack Purdy for management services in relation to operating the

Purdy Group;

property tax arrears of approximately $206,000 relating primarily to
the payment of certain outstanding property laxes held by the Purdy

Group in within the Alberta Properties and BC Properties;

contingency costs of approximatety $15,000 to cover unforeseen costs
that may arise that were not previously captured in the Revised

Forecast; and

preservation, repair and marketing costs of approximately $130,000
have been identified as costs that are anticipated to be incurred by the
Purdy Group to ensure certain of its properties are in an appropriate
selling state for the purposes of developing a successful plan of

arrangement,

70.  Based on the Purdy Group’s assumptions, the Revised Forecast indicates that the

Purdy Group will continue to have sufficient available cash to meet its current

obligations through the Forccast Period.
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NOTICE TO CREDITORS
7L, Pursuant to the terms of the Initial Order, the Monitor:

a) published the Notice to Creditor (the “Notice™) in the Globe & Mail
(National Edition) on December 9, 2011 and December 14, 2011,

b) made the Initial Order publicly available on the Monitor’s web-site

effective December 6, 2011;

¢) on December 9, 2011 mailed the Notice to every known creditor (the
“Known Creditors™) of the Purdy Group having a claim of mote than
$1,000; and

d) prepared a list of showing the names and addresses of the Known
Creditors and made the list publicly available on the Monitor’s

website effective December 9, 2011,

72.  The Notice also advised that if a creditor had any other questions or concerns of
the Notice that the creditor could contact Monitor directly by providing the

creditor with Monitor contact information.

THE PURDY GROUP’S REQUEST FOR AN EXTENSION TO THE STAY
PERIOD

73, Pursuant to the Initiai Order, the Purdy Group’s stay period expires at midnight on
December 30, 2011 (the “Stay Period”). The Purdy Group is seeking an
extension of the Stay Period until, and including February 16, 2011 (the “Stay

Extension™,

74, The Stay Extension is necessary for the Purdy Group to develop a restructuring

plan or plan of arrangement.
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75, In the Monitor’s view, the Purdy Group is acting in good faith and with due
diligence during this CCAA proceeding. The Monitor is of the view that the Stay

Extension is appropriate in the circumstances,
RECOMMENDATION

76.  The Monitor recommends that this Honourable Court approve the Stay Extension.

All of which is respectfully submitted this 15" December, 2011

ALVAREZ & MARSAL CANADA INC,,
in its capacity as Proposed Monitor of
Purdy Group of Companies

o
T
e T
Tim Reid, CAeCIRP Orest Konowalchuk, CAeCIRP
Senior Vice-President Senior Manager
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LISTING OF PURDY GROUP OF COMPANIES

ARMAC INVESTMENTS LTD. (AB)
LAKE EDEN PROJECTS INC. (AB)

1204583 ALBERTA INC. (AB)

1317517 ALBERTA INC. (AB)

WESTRIDGE PARK LODGE DEVELOPMENT CORP (AB)
WESTRIDGE PARK LODGE AND GOLF RESORT LTD. (AB)
HALF MOON LAKE RESORT LTD. (AB)

NO. 50 CORPORATE VENTURES LTD. (BC)

FISHPATHS RESORTS CORPORATION (BC)

ARMAC INVESTMENT LTD. (BC)

OSTROM ESTATES LTD. (BC)

HAWKEYE MARINE GROUP LTD. (BC)

JUBILEE MOUNTAIN HOLDINGS LTD. (BC)

GIANT MOUNTAIN PROPERTIES LTD. (BC)

CHERRY BLOSSOM PARK DEVELOPMENT CORP (BC)

NOTE:

As discussed in the First Report of the Monitor, the above corporate names have either an (AB) or (BC)
after each of the individual applicant company names. The Monitors notes this was done to indicate in
which province the individual applicants are located, and as such, those letters do not form a part of the
legal name of the company.

There are two Armac Investments Ltd. entities; one is a British Columbia (“B.C.”) Corporation and the
other is an Alberta Corporation.



Jack Purdy

| Armac Investment Ltd. (BC ) |

H

|

] Haif Moon Lake Resort Ltd. |

| No. 50 Corporate Ventures Ltd. ]

LFishpaths Resorts Corporationj

—| Ostrom Estates ktd. [

—'l Hawkeye Marine Group Ltd. |

—.w[ Jubilee Mountaip Holdings Ltd. f

—-{ Giant Mountain Properties L.td. |

———-l Cherry Blossom Park Development Corp ]

"__.] Armac Investments Ltd (AB) |

———~—-, Lake Eden Profects nc.

w! 1204583 Alberta Inc. |

W[ 1317517 Alberta Inc. ]

i Westridge Park Lodge Development Corp l

i Westridge Park Lodge and Golf Resort Ltd. J
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APPENDIX B

Purdy Group of Companies

Budget to Actual Cash Flow Results

For the period of December 1, 2011 to December 14, 2011 {the "Reporting Period")
{in CDN doltars)

FORECAST ACTUAL VARIANCE
Week 1toWeek 3  Week 1to Week3  Week 1 to Week 3
Week ending_;: Dec.1 - Dec.14, 2011 Dec.1 - Dec.14, 2011 Dec.1 - Dec.14, 2011
RECEIPTS
Collection of funds held in trust 1,400,000 1,417,234 17,234
Total receipts 1,400,000 1,417,234 17,234

DISBURSEMENTS

Fishpath operating disbursements - - -
Professional fees 100,000 108,853 (8,853)

Property tax arrears 100,060 - 100,000
Contingency 5,000 - 5,000
Preservation, repair and marketing costs 100,000 - 100,000
Total operating disbursements 305,000 108,853 196,147
Restructuring retainer fees 525,000 525,000 -
Funds held in trust - 420,000 (420,000)
Total dishursements 830,000 1,053,853 {223,853)
NET CHANGE IN CASH 570,000 363,381 {206,619)

OPENING CASH - - -

Net change in cash 570,000 363,381 (206,619)

ENDING CASH 570,000 363,381 {206,619}
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CERTIFIED COPY OF RESOLUTION OF THE DIRECTORS OFf
LAKE EDEN PROJECTS INC.

(the "Corporation”)

"RESOLVED:

1.

THAT the Corporation borrow from Armac Investments Ltd. (hereinafter called the
"Lender") the principal sum of Seven Million Five Hundred and Forty Thousand
{$7,540,000.00) Dollars together with interest therson as provided in that cerain
Commitment Letter between the Lender and the Gorporation dated the 1st day of
October, 2005.

THAT as secunty for the repayment of the said loan the Corparation do execute and deliver to
and in favour of the Lender the security listed in the Security Schedule attached hersto,
together with any other security as may be required by the Lender, such securities and
documents to be In such form and upon such terms and conditions as the President or
Secretary or any DireClor of the Carparation in their sole discretion may approve, the signing of
such securities and documents by one or more of them to be conclusive evidence of such

approval,

THAT any Officer or Director of the Corporation is hereby authorized for and on behalf of and in
the name of the Corporation to execute and deliver such further deeds, documents,

assignments or authorities as may be necessary to carry out effectively the terms of the
said loan and the securities to be granted with respect thereto.”

oo e e S Ve T ke sk e o o

CERTIFICATE

[, John Kenneth Purdy, Secretary/Treasurer of EDEN LAKE PROJECTS INC.
HEREBY CERTIFY that:

The foregoing Resolutions are true and correct copies of Resolutions duly passed by the
Directors of EDEN LAKE PROJECTS INC., in strict accordance with the provisions set
forth and contained in the By-laws of the Corporation, and that the said Resolutions have not
since been varied, amended or revoked and are now in full force and effect as of the date hereof.

The passage, adoption and implementation thereof by the Direclors of the Corporation is
within the power and authority granted to the Directors of the Corporation by the
Corporation's By-laws.

CERTIFIED under seal of the Corporation this 2§ hday of & 'éét , 2005.

SECRETARYTREASORER
v
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780-428-7775

SECURITY SCHEDULE

Real Property Morigage for the Lands described in the Land Schedule attached thereto

Gereral Security Agreement

Assignment of Insurance

p.11
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LAND SCHEDULE

Tne Lands are legally ¢escribec as follows:

PLAN 85208°6
BLOCK 1
LOT 1

EXCEPTING THEREOUT ALL MINES AND MINERALS

780-428-7775

p.12




MORTGAGE

THE LAND TITLES ACT

Eden Lake Projects Inc. of Edmonton, Alberta, (hereinafier called the "Borrower") being registered, or
entitled to become registered, as owner of an estate in fee simple in possession, subject fo registered
encumbrances, fiens and interests, if any, on the existing Certificate of Title, for those fands located in the
Province of Alberta described in the LAND SCHEDULE attached hereto (which together with the services,
buildings, improvements, and fixtures located thereon, now or theresfter, are collectively called the “Lands™);

IN CONSIDERATICON of the sum of Seven Million Five Hundred and Forty Thousand (§7,540,000.00)
Dollars {the "Principal Sum™) lent 1o the Borrower. by ARMAC INVESTMENTS LTD., a body corporate having
an Office at 6312 50th Sta;eet! in the City of Edmonton, in the Province of Alberta, T6B 3K4 {who and whose
successors and assigns are herein included in the expression the "Lender”), the receipt of which Principal
Sum the Borrower does hereby acknowledge, the Borrower COVENANTS with the Lender as follows:

1. PRINCIPAL AND INTEREST

The Borrower will unconditionally pay to the Lender without deduction, abatement or set off, at the above
address, or at such other place as the Lender may in writing direcy, the Principal Sum in lawful money of
Canada, on demand, with interest thereon at the rate of Eighteen {18%) per cent per annum (the “Mortgage
Rate™), not in advance, as well afier as before -maturity, both before and afier default and both before and after
judgment, until paid, as foliows:

(&) Interest only at the Morigage Rate on the Principal Sum, computed from and including the first day
of Qctober, 2005, the balance of principal and inferest fo become due and payable on
October 1, 2010, except in the event of a prior demand by the Lender. At the option of the
Lender, inferest so due and payable may be deducted from advances made from time to time
hereunder, provided that the Lender may, in its sole option, on notice to the Bomower at any
fime, require interest on any advance calculated from and including the date of disbursement fo
be due and paid forthwith,

(b} The Borrower will pay fo the Lender interest o the Principal Sum or so much thereof as may be
advanced or which shall from time to time remain unpaid at the Morgage Rate and in the manner
aforesaid and all interest on becoming overdue shall be forthwith treated {as to payment of
interest thereon) as principal and shall bear compound Interest at the Morigage Rale as well
after es before maturity of this Morgage, and as, well afier as before judgment, under this
Mortgage until paid, and shall be payable at the times, in the manner, and af the place here
before provided for payment of principal, and all such inferest and compountd Inferest shall be
a charge on the Lands. Inlerest shall be calsulated on the basis of the actual number of days
elapsed in a year of 365 or 366 days, as the case may be. in the event of nonpayment of any of the
monigs hereby secured at the time herein set for payrnent therecf, the Borrower will, so long as any
part thereof remains unpaid, pay interest at the Mortgage Rate from day 1o day on the same.,

{c) The Lender may, at its sole option, amend the first payment date and the final payment daie, or
either of them by natice in writing sent by ordinary maif to the Borrower or fo the Borower's soficitor
andfor by way of an Amending Agreement which Agresment the Bomower agress {0 execuls
promptiy and retum to the Lender's solicitor.

(d} Except in the svent of 2 prior demand, the Principat Sum plus any outstanding interest shall be
paid in full no later than January 1, 2610,



2 PAYMENT METHOD

The Borrower shall from time to time, if required by the Lender, provide a series of post-dated cheques or a
signed pre-authorized withdrawal form or forms directed to the Lendar or io the bank or financial institution at
which the Borrewer regularly keeps a chequing account, so as to enable the Lender to receive paymenis from time
to time as required under this Mortgage. In the event of default under this Mortgage, the Lender may require

future payments fo be by certified funds or banker's draft.

3. TAXES

Subject as hereinatter in this paragraph provided, the Borrower will pay when and as the same falls due, =il
taxes, rates, liens, charges, ercumbrances or claims which are or which may become charges or claims against
the Lands or on this Morigage or on the Lender in respect of this Mortgage; provided that in respect of municipal
taxes, school taxes, local improvements charges and all taxes and levies made or assessed in lieu of real

propetly faxes {herein together referred to as "Taxes™):

{a)

(b)

©

(d)

()

The Lender may deduct from time to time from advances of monies under this
Mortgage amounts sufficlent to pay the Taxes which have become due and payable and are
unpaid from fime to fime as advances are made;

The Borrower shalf in‘each year during the cummency hereof pay to the Lender in equal monthly
installments such amaunts as the Lender may estimate as being the annual Taxes (including,
without Himitation, sugplemental tax assessments) next becoming due and payabie, the said
monthly installments to be paid with and in addition to the monihly installments of interest and
principal due and payable under this Morigage, and the Borrower shall also pay to the Lender
before the due daie of the current annual Taxes any additional sums that may be requisite In
order that out of such monthly and additional payments the Lender may pay the whole
amount of the annual Taxes on or bgfore the due date thereof, or if such amount is
payable in instaliments on or before the due date for payment of the first installment thereof;

Notwithstanding the foregoing provisions, the L'ender may deduct from any advance
or advances of the monies secured by this Mortgage an amount or amounts, estimated by
the Lender, which logether with the ensuing monthly payments by the Borrower fo the Lender
on account of Taxes as estimated by the Lender will be sufficlent to fully pay and discharge
such Taxes as may be levied within the year following the date that the first monihiy
installment is due hereunder. If all the Taxes in respect of which such deduction is to be
made are not yet due and payable when advances are made hereunder, the Lender
may estimate the amount of such Taxes for the purpose of such deduction. if the amount
of the Taxes that are levied excead the esfimated amount, then such excess shall forthwith
become due and payable by the Borrower to the Lender in addition to the other payments

herein provided to be made;

Netwithstanding the foregoing, where the period between the date that the first monthly
instatiment is due hereunder and the next following due date for Taxes is less than one year,
the Lender may at its option and as an altemative fo or in addition o deduction of Tax-payment’
monies from aé!vanpes, require the Borrower io pay (and the Borrower shall pay accordingly) to
the Lender in equal monthly instaliments during such period and dufing the next succeeding 12-
month period an amount estimated by the Lender to be sufficient to pay on or befére the expiration
of the said succeeding 12-month period, all Taxes which shall become due and payable
during the said two periods and during the balance of the year in which the said succeeding
12-month period expires; and the Borrower shall also pay to the Lender forthwith on demand the

amount, if any, by which the aciual Taxes exceed such estimated amount;

8o long as the Bomower is not in default under any covenant or agreement cordained in this
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{g)
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{k}

0]

Mortgage, the Lender shall apply such deduction and payments on the Taxes as they becomme
dus, but nothing herein contained shall obligats the Lender to apply such paymentis
on account of Taxes mare often than yeary, nor to pay the same in advance of the due date
for payment of the same. Provided, howsver, that if before any sum or sums so paid
to the Lender shall have been so applied there shall be default by the Borrower in
respect of any payment of principal, interest or other amount as herein provided, the
Lender may, at fts option, apply such sum or sums in or towards payment of the principal,
interest and/or other amount in default;

The Borrower shall be charged and shall pay to the Lender Interest at the Mortgage Rate
on the debit balance, if any, in the morigage account butstanding after payment of Taxes by
the Lender, until such debit balance is fully repaid;

Notwithstanding the provisions of ¢lauses (b}, (c) and (d) above, the Lender may, at its
sole option. request the borrower to pay the Taxes as and when such Taxes become
due and to submit to the Lender tax receipts evidencing the paymeni of the Taxes within
30 days after they become due, and in such case, the aforesaid monthly installments,
where applicable, wili be adjusted accordingly. Taxes shall be deemed fo he due for the
purposes of this Morigage on the day on which they are levied by the applicable taxing
authority or on the last day on which they may be paid without penalty, whichever is
later, or if the Taxes are payable in instaliments on or before ihe due date for payment of

the first installment thereof:

In default of the payment by the Borrower of monies for Taxes as aforesaid, then the
Lendsr may (but shall not be obligated te) pay such Taxes and also any liens,
charges and encumbrances which may be charged against the Lands. All monies
expended by the Lender for any of such purposes together with interest thereon at the
Mortgage Rate and shall be added to the principal monies hereby secured and repaid
by the Barrower to the Lender forthwith and unti repaid shall be a charge on the Lands;

If the Lands or any part thereof are sold or forfeited for nonpayment of Taxes while any sum
remains unpaid under this Mortgage, the Lender may acquire fitle and rights of the
purchaser at any sale, or the rights of any other person or corporation becoming entitled on or
under any such forfeiture, or the Lender may pay, either in its own name or in the
Borower's name and on the Borrower's behalf, any and all sums necessary o be paid to
redeem such Lands so sold of forfelfed, and fo re-vest such Lands in the Borrower, and the
Borrower hereéby nominates and appoints the Lender agent of the Borrower to pay any
such monies on the Borrower's behalf and in the Bomower's name, and any rnonies so
expended by the Lender together with interest thereon at the Mortgage Rate shall be
repaid by the Borrower forthwith. In the altemative, the Lender shali have the right to bid
on and/or purchase the Lands at any tax sale of the same and shall thereupon become the
absoiute owner thereof: '

The Borrawer shall transmit to the Lender all tax bills and other notices affecting the imposition
of Taxes forthwith after receipt of same by the Borrower and the Borrower authorizes the
Lender to obtain any fax or assessment information concerning the Lands directly from
the taxing authority having jurisdiction over the Lands;

The Borrower will, if required by the Lender, enroll in the taxing authority's tax instaliment
payment plan; and )

The Borrower irrevocably consents fo the release o the Lender of all information about the

Lands or the Borrower's operations from any governmental agency, including name and address of

the property owner and amount of monthly payment if property izxes are paid through the tax

instatiment pian, This authorization is granied in accordance with of the Freedom of —



4,

Infarmation and Protection of Privacy Act of Alberta or any such similar legislation,

NSURANCE

The Borrower will af its expense, during the continuance of this security, maintain or cause to be maintained -
with financially sound and licensed insurers acceptabie to the Lender, insurance in accordance with the

following requirements:

(a)

(b)

{c)

{d}

The Borrower will forthwith insure and keep insured in favour of the Lender each and every
bullding or improvement now or hereafter placed or erected upon the Lands both during
erection and thereafter, including any plafe glass, against loss or damage by fire, smoke,
earthquake, tempest, tornade, cyclone, fighining, floods, and other risks and hazards
customarily insured against by an extended coverage or additional perils
supplemental confract of insurance, and such insurance shall include insurance in respect of
the boiters, pressure vessels, machinery and like equipment, if any, against loss or damage
to such equipment and any other improvements by rupture of any steam bolier or other
object generating or opetated by steam andior closed circulation, hot water heating system andlor
pressure vessel or sprinkier system operated within or on fhe Lands;

If any portion of the Lands are now or at any time rented or leased by the Borrower o any
fenant or tenants, the Borrower shall, st the option of the Lender, Keep the Lands insured in a
form and wording satisfactory. to the Lender, against logs of rental income and third party
liabitity coverage in such amount as the Lender may from time to time require;

The Borrower will insure all portions of the improvements below grade, including the foundation of
any and all improvements to the Lands;

Al poficies of insurance required to be mainiained by the Borrower shall be effected upon
terms and conditions satisfactory to the Lender and shafl:

) regarding property insurance, be in an amount equal to the full undepreciated
replacement cost of the improvements fo the Lands;

(i) be primary without right of contribution from any other insurance which is carried by the
Borrower and expressly provide that all provisions thereof, except the limits of
liability, shall operate in the same manner as if there was & separate policy covering

each insured;
(it) not contain any percentage co-insurance provisions;

{iv) provide that if any premium or installment is not paid when due, or if such insurance is
cancelled, terminated or materially changed for any reason whatsoever, the insurers
thereunder will promptly notify the Lender and that no cancettation, termination or
change shall be eﬁ‘ectwe in respect of the Lendet uniil thirty (30) days after the giving of

such nofice;

{v) provide for any loss under each policy to be made payable fo the Lender as iis
interests may appear pursuant io a Mortgage clause approved by the Insurance
Bureau of Canada except for public fiability insurance where the Lender shalt be a named

insured; and

{vi) include a cosi replacement endorsement, which will specifically delete the
requirement of reconsiruction on same or adiacent sits.



(e)

U

{¢)

(h)

@iy -

@

The Borrower shall deliver, at least fifteen (15} days before the expiry of any instrance or at
teast five (5) days prior {0 the date fixed for cancellation of a policy shouid notice of
cancellation be glven, evidence of renewat or replacement thereof;

In the event that the ‘Borower neglects to keep the improvements to the Lands or any of them
insured as aforesaid or fails to deliver such policies and recelpts or produce evidence of
renewal, the Lender shall be entitfed but shall not be obliged ta insure the said improvements or
any of them or may require any insurence upon the Lands to be cancefled and new
insurance concurrently effected, ail at the expense of the Borrower, and any armount paid by the
Lender therefore shalt bear interest at the Mortgage Rate and shall be dealt with as provided herein
and that if,” for any reason the Lender is unable fo effect or mainfain new insurance as
hereinbefore provided, or in the case of the cancellation of any insurance upon the said
improvements for any cause whatsoaver, the whole of the Principal Sum and interest and all
other monies hereby secured and not previousty paid shafl forthwith becomg due and payable at
the option of the Lender;

On the happening of any loss or damage, the Borrower shail immediately notify the Lender and shadl
furnish, at its own expense, all necessary proofs and do all necessary acis to enable the Lender to
obtair payment of the insurance monies and any insurance money received may, at the option
of the Lender, be applied in rebuilding, reinstating or repairing the Lands or be paid fo the
Borrower or any other person appearing by the registered fitie to be or fo have been the owner of
the sald Lands or to be applied or parlly applied in one way and partly in another, or It may be
applied, in the sole discretion of the Lender in whole or in part, on amounts outstanding and
secured hereunder-or paris thereof, whether due or not then due and the Borrower waives
the benefit of any law or legislstion fo the contrary and in particular, the Insursnce Ad of

Alberta and the Fire Prevention (Metropolis) Act, 1774,

To ensure that the Lender may apply insurance monies In the manner aforesaid, the Lender
shall have a lien with priority ranking equal lo that of the Morigage on all insurance proceeds
and the Borrower assigns and releases to the Lender all its rights to receive the insurance
proceeds. The Borrower imevocably constitutes and appoints the Lender as its agent for the purpose
of demanding, recovering, and receiving payment of all insurance monies to which the Borrawer
becomes enfitled. Nothing herein wili render tha Lender liable {a the Borrower for any act done by
the Lender in pursuance of this Power of Aftorney or for its failure fo do any act or ake any step
in relation thereto;

‘ Notwithstanding the foregoing clauses, the Borrower shall put in piace and provide the Lender with

evidence of such other types of insurance as may be reasonably required from time fo time by
the Lender or as required under any Commitment Letter and such insurance shall be in a form
and wording satisfactory 1o the Lender; and

The Borrower irevocably consents to the release to the Lender of all information conceming
insurance and instructs its insurers and its insurance agents to release such information
required by the Lender from time to fime. This authorization is granted in accordance with the
Freedom of Information and Protection of Privacy Act of Alberta, Personal Information
Protection and Electronic Documents Act of Canada and Personal Information Protection Act of

Alberta or any such similar legislation,

MAINTENANCE OF CHARGE

(@)

The Borrower will fully and effectually maintain and keep the security hereby created as a valid and
effective security during the currency hersof and, unless otherwise allowed by the Lender, will hot
permit or suffer the regisfration of any encumbrance, lien, or charge whatsoever, which could rank

AT

2
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prior 1o the charge of this Morigage; providéd that the registration of any such lien or priviiege
shall not be deemed 1o be a breach of this covenant if the Borrower shall in good faith contest -
the same and shall, if the Lender so requires, give security to the satisfaction of the Lender for
the due payment of the amount claimed in respect thereof, together with possible costs, in
case it shall be a valid lien charge or encumbranca.

(b) The Lender may pay the amount of any encumbrance, lien, or charge referred fo in the
preceding paragraph together with all costs and expenses incurred in connection therewith
including solicitor's.charges on a solicitor and his own client basis, and the amouit so paid sheall
be payable forthwith by the Borrower fo the Lender and untl so paid shall be added to and
become part of the principal money hereby secured and shall be a charge on the Lands with
interest thereon at the Mortgage Rate and the non payment of such amount shall be a default
hereunder. in the event of the Lender paying such amount, the Lender shall be subrogated
to and entitled {o ali the rights, equities, and securities of the payee, and the Lender is
authorized to retain any discharge thereof without registration if the Lender thinks proper to do
s0. The decision of the Lender as ta the vaiidity or amount of any advance or disbursement made
under this Mortgage of a claim so paid shall be final and binding on the Borrower,

{c) In the event the Lands are abandoned by the Borower or appear fo be st abandoned, or in the
event it appears o the Lender that there is any present risk or future sisk of destruction or
damage to the Lands, whether or not there is any default under the terms of this Mortgage, the
Lender shall have the right to enter any building located on the Lands and shall have the right to
forcibly enter if necessary, for the purpose of preserving the said building and
maintaining adequate utilittes to the premises. The Lender shall not by such action be
deemed fo be a Lendef in possession and shall not be considered a trespasser. All of the
Lender's costs with respect 1o so protecting or preserving the Lands or premises thereen shall be
added to the Principal Sum secured herein and shall be a charge upon the Lands,

6. WASTE

The Borrower wilf not permit or commit any act of waste on the Lands or do any other act or thing by which the value
of the Lands shall in the opinlon of the Lender be diminished and the Borrower will properly and sufficiently repair,
maintain, and keep the improvements now or hereafter on the Lands, and fixtures and appurfenances belonging
thereto in good and substantial repair. If, in the opinion of the Lender, the Lands are not at any time in proper state
of repair, the Lender may serve notice upon the Borrower o make such repairs or replacements as the Lender
deems proper and in the event of the Borrower not having complied or not being in the process of diligently
complying with such requisition, the Lender may authorize the making of such repairs or replacements by
its agents, employees or contractors and they may enter upon the Lends for the purpose of doing such work
with or without the Borrower's concurrence and the cost thereof shall be repaid to the Lender by the Borrower and
untit paid shalt be secured by this Mortgage, shall bear interest until paid al the Morigage Rate and shall (fogether
with the said Interest) be a charge upon the Lands.

7. ALTERATIONS

Subject to the terms of any Commitment Letter that may have been entered into betwsen the
Bormower and the Lender, the Borrower will not change the use of the Lands nor make or
permit to be made any material alterations or additions to the Lands without the consent of the
Lender. At no fime shal] the Lands be used in a manner that wouid contravene the legislation,
requirements, orders, ordinances, or regulations of any applicable governmental authodty in
force from fime to time. )




8. INSPECTION

Al such fime or times as the Lender may desm necessary and wkhout the concurence of the
Borrower or any ofher person, the Lender may send its inspector or agent to view the Lands and
such person shall be entitfed {o enter upon, inspect and report the value, state and condition of
the Lands, and may retain a solicitor to examine and report upon the title of same and akt
monies so expended by the Lender shall be repaid by the Bomower o the Lendar and unti
repaid shali be added to the principal monies advanced under this Morigage and shall bear
inferest at the Morigage Rate.

g. PRIOR CHARGE

(a) If the Borrower makes default in the performance of the covenants, payments or

- condifions confained in any prior morigages, Agreements for Sale, easements,
restrictive covenants, or other charges (the "Prior Charge™) secured upon
the Lands, then such default shali constitute a default hereunder and the
entire unpaid balance hereby secured together with interest, shall, at the option
of the ‘Lender, become forthwith due and payable. The Lender shall be at
liberty in case of such default, but shall not be obligated, {o pay any arreais or
other sums payable under the Prior Charge, or pay off all or any portion of the
principal andfor interest thereby secured. The Borrower irrevocably assigns
to the Lender its right of redemption with respect to the Prior Charge that may
be required to give effect to this clause. Any amounts so paid by the Lender shall be
added to the amount hereby secured, shall bear interest at the Morigage Rate
until paid, shall be (together with the said interest) a charge upon the Lands,
and (unless repaid o the Lender upon demand), shall be recoverable from the
Borrower in the same manner as if such sum had been originally advanced
and secured hereby.

(o) The Borrower irevocably consents to the release to the Lender of ail information
cenceming the Prior Charge or any other charges secursd agalnst the Lands and
instructs the holders of all such charges to provide the Lender with such
information as may be required by the Lender from Sime fo fime. This authorization
is granted in accordance with the Freedom of Information and Protection of
Privacy Act of Alberta, Personal Information Protection and Electronic
Documents Act of Canada and Personal Information Profection Act of Alberta.

(c) The Borrower shall preserve and maintain in good standing all sasements, rights of
way, and restrictive covenanis registered in priorily to this Mortgage and
shall not allow such encumbrances to be discharged or amended without the
prior written consent of the Lender which shall not be unreasonably withheld.

10. SHORT COVENANTS

THE BORROWER COVENANTS AND AGREES WITH THE LENDER THAT THE BORROWER:

{i} - has a good fitle {o the Lands;

{#} - has the right to Morigage the Lands;

{iil} on default the Lender shali have quiet possession of the Lands, free from all
encumbrances; '

{iv) Will executs such further assurances of the Lands as may be requisite;

(vil) has done no act to encumber the Lands other than is described on the existing
Cedificate of Tifig; and

(vi} the improvements on the lands comply with municipal by-laws 2nd ordinances and do



not encroach ¢onfo adicining lands.

11. ADVANCES

Neither execution nor registration nor acceptance of this Morigage, nor the advance of part of the monies
secured hereby, shall bind thé Lender to advance the Principal Sum or any unadvanced portion thereof
notwithstanding the provisions of the loan approval or Commitment Letter issued by the Lender, but neveriheless this
Mortgage shall take effect forthwith on the execution of thess presents, and if the Principal Sum or any part thereof
shall not be advanced at the date hereof, the Lender may advance the same in one or more sums £o or on
behalf of the Borrower at any future date or dates and the amount of such advance when so made shall be
secured 1-lereby and be repayable with interest as herein provided.

12 RE-ADVANCES

(a) This Morigage may be held by the Lender as security for a revoiving iine of credit up to a
specific sum equal to the Principal Sum and accardingly this Mortgage shall be desmed to be
a revolving line of credit mortigage within the meaning of, and shall take priority’ in
accordance with the provisions dealing with the same in the Land Titles Act of Alberta. This
Mortgage is and shall be a continuing securty to the Lender for the repayment of all present and
future amounts owing in respect of the Principal Sum lent. Any portion of the Principal Sum
may be advanced or re-advanced by the Lender in one or more sums at any future date or dates
and shall be secured by this WMorigage and repayable with interest at the Mortgage Rate and

. this Mortgage shall be deemed to be taken as security for the ultimate balance of the monies
hereby secured, Nothing herein shall require the Lender to make re-advances nor shali anything In
this clause be deemed to create a right of pre-payment by the Bomower.

{b) in the event a prior mortgage is a permitted encumbrance, the Borrower will not request the
prior mortgagee to re-advance funds under its mortgage without the written consent of the
Lender. :

13, EXPROPRIATION

If the Lands, or any material part thereof, shall be expropriated the amount of the Principal Sum remaining
unpaid, shall at the option of the Lender forthwith become due and payable, fogether with interest thereon at the
Mortgage Rate to the date of psyment, and together with a bonus equal to a sum of three (3} months interest
at the Mortgage Rate, calculated on the amount of principal so remaining unpaid. The Bomrower further agrees,
subject to the rights of any pemmitied prior mortgages:

(a) The damages, proceeds, conslderation, and award for such expropriation, to the extent of the full
amount of the indebtedness owing under this Mortgage and oblfigations secured hereby remaining
unpaid, are hereby irrevocably assigned by the Borrower to, and shall be paid forthwith fo,
the Lender; -

{b) The Borrower acknowisdges that i is aware of the provisions of Seclivhs 48 and 52 of the
Expropriation Act of Alberta and hereby waives the benefit of such provisions or any legislation
similar thereto or in replacement thereof and In addition the Bomower covenants to pay (o the
Lender the balance between the monies owing to the Lender under this Morigage and the
monies paid by the expropriating authority to the Lender; :

(c) Any monies awarded by an order of the Surface Righis Board with respect to all or any part of
* the Lands to the extent of the full amount of the indebtedness owing under this Mortgage and
obligations secured hereby remaining unpaid are herewith assigned by the Borrower and shall be

paid forthwith fo the Lender.




14.  CONDOMINIUM

In the event that the Lands or part thereof are now or at any time hereafter become a condominium under {he
Condominium Properly Act of Alberia or similar legislation then the following shafl apply:

(a)

(b)

(c)

(4

(&)

The Borrower shall comply with, observe, and perform all pravisions of the Condominium
Property Act of Alberta, its regulations and the by-laws, rules, and regulations of the
Condorninium Corporation from time to ime in force;

Without fimiting the generality of the preceding sub-paragraph, the Borrower will promptly pay when
due, all assessments, instaliments, or payments owing by the Borowsr to the

Cendominium Comporatior;

Upon breach of any covenant or provision contained in this section, then regardless of any
other action or proceeding taken or to be taken by the Condominium Corporation, the Lender, at
its option and without notice o the Borrower may pay such contribution owing to the
Condominium Corperation or rectify any such defautt or breach by the Borrower and such
default or breach shall be a default under the terms of this Mortgage and in addition to any
other rights it may have the Lender may distrain for amears for any assessments, installments, or

payments paid by the Lender;

The Borrower hereby irrevocably assigns, fransfers and sets over unto the Lender all its
rights which now exist, or may hereafier come into existence, io vote at meetings of

the Condominium Corperation:

(H n &ll cases in which a unarimous or special resolution is required by the
Condominium Properfy Act of Alberta as amended, the By-Laws of the Corporation, or
any Agreement with the Condominiurm Corporation; and

(i) In all other cases other than as referred to in (i} of this clause, provided that in the
event the Lender is elther not present, or present by proxy, or if present, does not
wish to voie, then the Borrower may exercise the voting right without further authority;

in the event this Morigage is 2 blanket mortgage against more than one condominium unit,
this Mortgage shali not in way be fractionalized and this Morlgage shall continue and operate as
full security on each and every condominium unit and the consent by the Lender to a
Condominium Plan shall not entitle the Bormower or any successor or assign o any partial
break out or discharge of this Morigage as fo any unit or units.

15. CONSTRUCTION

i the event this Mortgage is a buiiding or constructicn mortgage, the Bomower agrees that:

{a)

(®)

(c)

- The irmprovemertis being erected or to be erected and all materials brought onto the Lands

form part of the security for full amount of the monles secured by this Morigags;

. Alt advances on this Morigage are tc be made and used in accordance with the progress of

construction of such improvements and in furtherance of their completion and eccupation;

The Borower will construct the improvements on the Lands in a good and workmaniike manner
and in accordance with plans and specifications which have been or whick may hereafler be
approved by the Lender or, if applicable, Canada Morigage and Housing Corporation, in
accordance with applicable building codes and requirerments of governmental authorifies, and
will carry on diligently to compleie the construction of the said improvemenis: When st
required by the Lender the Borrowsr shall supply the Lender with evidence or confirmation from



(d)

{e}

®

{@;

")

(i)

)

(k)

any such municipal or governmental authorities of such comptiance and the Lender is
authorized to make any inquiries it may deem appropriate from any such municipal or
governmenial authorities;

Any defects or varation in the construction of the Project on the Lands s reporfed to the
Lender by ifs consultants shall be promptly corrected by the Borrower to the satisfaction of the
Lender;

in the evéent that any such improvements now or hereafter in the course of construction remain
unfinished and without any work being done for a period of ten consecutive days, or in the
event of other default, the Lender may enter the Lands and do all work necessary to protect the
same from deterioration and o complete the construction in such manner as the Lender may
see fit including the retention of such’ contracters, subcontractors or agents it may choose.
Any monies spent by the Lender pursuant to this sub-clause including a management fee of 15%
of such monies spent shall be 2 charge on the Lands and bear interest at the Morigage Rate
and shall be deemed to constitute part of the Principal Sum. In the event the Lender exercises ils
fights under this sub-clause, the rights and benefits of the Borrower in and to any regulatory
permits and all contracts with trades and suppliers or professionals are assigned to the Lender
o such extent as the Lender may require;

The Lender shall be enfifled, at the expense of the Borrower, 1o inspect ali aspects of the
construction and make tests of materdais, and the Bomower will not cover any portion of the
construction work requiring inspection by the Lender until the Lender has inspected the same, and
the Borrower shall forthwith remedy and carry out against any work which does not conform
o the Lender's reasonable reguirements;

The Borrower-shall, at its expense, provide fo the Lender stch documents; contracts, permits, and
other materials in respect of construction as the Lender requires from fime to fime;

The Lender shall not be obliged to hold back loan proceeds to provide the lien fund or other
protection to the Borrower under the Builder's Lien Act of Alberta; provided that if the Lender
holds back loan proceeds In a manner simitar to the way the said Act provides for an owner to
make holdbacks then, notwithstanding such holdbacks by the Lender, such heldbacks shall not
constitute the lien fund under the said Act. The Lender may, at its option, make advances under the
Mortgage directly to pay trades and suppliers owed money in the course of construction;

No eniry or occupation by the Lender shall be desmed to make the Lender a Lender in
possession. .

No extra work or materiais or change in plans and spscifications shall be ordered or authorized by
the Borrower without the prior written consent of the Lender which shall not be
unreasonably withheld; and

If a budget shortfall amount (as described below) has arisen and has continued for 30 days or
more, the Borrower shall, on demand by the Lender, forihwith pay to the Lender such monies as
are required o safisfy the budget shortfall amount, belng the amount, if any, by which the aggregate
cost, as defermined by the Lender, to complete construction of the Project (as defined in the
Commitment-Letter) inciuding the interest estimated to accrue due on the Loan to the date of
completion: of the Project, exceeds the unadvanced portion of the Loan (or if the Loan comprises
morg than one loan, exceeds the unadvanced pertion of the constriction foan included in the Loan).
The monles so paid to the Lender shall be held by the Lender as cash collateral to secure the
obligations of the Borrower to the Lender uniil released by the Lender In its discretion for injection
by the Borrower into ths Project to safisiy the budget shorifall. The obligations of the Borrower
under this clause shail be continuing obligations in favour of the Lender which shall not be



terminated by reason of 2 demand being made on the Borrower by the Lender, and the Lender
shall be entitied to demand and re-demand payment from the Borrower from time to time and at

any time.

18. HSE OF MONEY

The Lender shalf not be charged with any monies receivable or collectable out of the Lands or otherwise except
those actually received by the Lender, and all revenue of the Lands received or collected by the Lender from
any source other than payment by the Borrower may, at the option of the Lender, be retained in & suspense
account or used in maintaining or insuring or improving the Lands, or in payment of taxes or other charges
against the Lands, or applied on the Mortgage account, and the Lender shall not be under.any liability {0 pay

interest on any sums in a suspense account,

17. ~ EVENTS OF DEFAULT

"Events of Default" means the occurence of any one or more of the following events:

(@)

(b)

(¢)

{d)

(e

®
(@

(ny

a default by the Borrower in the observance or performance of any of the terms or conditions of

~ this Mortgage, any the collateral security or any Commitment or Facility Letter between the Lender

and the Bomrowen,

an order being made or an effective resolution being passed for the winding up of the Borrower or &
petition being filed for the winding up of the Bormower;

the Borrower becoming insclvent or the filing or presenting of a petition in bankruptoy againsi the
Borrower,

the appointment of a Receiver or Receiver Manager of the Borrower or any of its assets either
privately or by court appoiniment; .

i the Borrower shall commit an act of bankruptcy within the meaning of the Bankrupley and
Insolvency Act of Canada, become bankrupt or insolvent or shall be subject to the provisions of
the Bankruptcy and Insolvency Act of Canada, the Companies Credifor's Arrangement Act of
Canada, or any other Act for the benefit of creditors or relating to bankrupt or insolvent
debtors, or make a general assignment for the bepefit of iis creditors or otherwise
acknowledge its insolvency, the same shall constitute a breach of covenant and default herein;

the conduct of any unlawiul activity on the Lands;

any execution, sequestration or other process of any Court becoming enforceable against the
Borrower or a distress or analogous process being levied upon the property of the Borrower or
any part thereof which is not satisfied or discharged, as the case may be, within 15 days from
the date upon which the Borrower receives writien notice of the same from the Lender; and

any other event which, pursuant to the terms of the Morlgage constitutes, or is deemed to constitute,
an Event of Defaull,

18. REMEDHES AND POWERS Oi.\l DEFAULT

Lipon the ocourrence of an Event of Default:

(a)

The whole of the principal monies, injerest, and other sums secured hereby shall, at the option of
the Lender, becoms due and payable provided, however, the Lender may elect at ifs opfion, o
enforce this Mortgage or any collateral security for collection of only outstanding amears of

payments;



(b}

{c)

(d)

(e}

{0

(9

Ry -

The Lender may forthwith take such proceedings to realize on its securlty created by this
Mortgage or any collateral security, by foreciosing the same or ctherwise as it may by law hp
entitled including an action on the covenanis of the Borrower:

the Lender shall not be required io self the Lands or any poriion thereof in any sequence of
order or marshall any Lands ar assefs secured by this Morigage or collateraf security;

The Lender at its option may, at the Borrower's expense, and when and fo such extent as the
Lender deems advisable, observe and perform or cause to be observed and performad such
covenants, agreements, provisos, or stipulations required to be performed or observed by the
Borrower hereunder;

The Lender may enter inte possession, either by itself or by its agent, of the Lands and
whether in or out of possession collect the rents and profits thereof, and make. any demise or lease
of the Lands or any part thereof jor such periods, on such terms, and at such rents as the
Lender shall think proper. The power of sale granted under this Morigage may be

exercised either before or after and subject to any such demise or lease;

At shall and may be lawful for, and the Borrower does hereby grant full power, right and licence to
the Lender, to enter, seize and distrain upon the Lands or any part thereof and to seize and distrain
upon goods situated thereon, and by distress warrant to recover by way of rent reserved as
in the case of demise of the Lands as much of the manies owing hereunder as shalt from time to
time be or remain in amears and unpaid, together with all costs, charges and expenses attending
such levy or distress, as In like cases of distress for rent and the Borrower waives al rights to
exemptions from distress and seizure under any faw and aiso waives compliance with the
provisions of the Civif Enforcement Act of Alberta, and any amendment therefo, or any Act passed in
amendment or substitution thereof,

the Lender may at such time or fimes as the Lender may deem necessary and without fhe
concurrence of any person, enter upon the Lands and may make such arrangements for
compieting the construction, repairing or, putting in order of any buildings or other
improvements on the Lands, or for inspecting, taking care of, leasing, collecting the rents of, and
managing generally the Lands as the Lender may deem expedient; aif reasonable costs, charges
and expenses, including allowances for the fime and servicas of any employee of the Lender or
other person appointed for the sbove purposes, shall be forthwith payable to the Lender and
shall be a charge upon the Lands and shall bear interest at the Mortgage Rate uniil paid;

be entitled, after giving seven clear days nofice of its intention (which nefice may run concurment with
the nofice period required pursuant 1o the Land Titles Act of Alberta in respect of notice of intention
to file & certificate in respect of the Power of Attorney) to sell and dispose of the Lands {by public
auction and/or private contract) with or without entering info possession of the same; and al
remedies competent may be resorted to ; and all the rights, powers and priviteges granted fo or
conferred upen the Lender under and by virfue of any statute or by this mortgage may be exercised;
and no want of nofice or publication or any other defect, impropriety, or irregularity shall invalidate
any sale made or purperting fo be made of the Lands and the Lender may sell, transfer and
tonvey any part of the Lands on such terms of credit, or part cash and part credit, secured by
centract or agreement or sale or mosgage, or otherwise, as shalf in the opinion of the Lender
be most advantageous, and for such price as can reasonably be obtained therefore; and in the
event of a sale on credil, or part cash and part credit, whether by way of contract for sale or by
conveyanoce or iransfer and mortgage, the Lender is not to be accountable for or charged with
any monies until the same shall be actually received in cash; and the sales may be made
from time to time of any portioh or portions of the Lands to satisfy intersst or pars of the
Principal Sum overdue, Jeaving the principal or parts thereof to run with interest payable at
the Morigage Rate; and the Lender may make stipulations as fo tha fitie or evidences or




commencerent of tittle or otherwise as the Lender shall deem proper; and the Lender may buy
in or rescing or vary any coniract for sale of the Lands and any resate thereof; and on any sale or
release, the Lender shall not be answerable for loss occasioned thereby ; and for any of such
purposes the Lender may make and execute all agreements and =assurances thal the
Lender shall deem advisable or necessary; and in case any sale hetd by the Lender under
and by viriue of the faws of the Province of Alberta under the power of sale herein continued
should prove abortive, the Lender may take foreclosure proceedings in respect of the Lands in
accordance with the provisions of the laws of the Province of Alberta in that behalf; and in the
event of any deficiency on account of the monies sectred by this Mortgage rematning due fo
the Lender after realizing all the Lands, then the Borrower will pay to the Lender on demand
the amount of such deficiency with inferest at the Morigage Rate both before and after judgment;
and the proceeds of any sale hereunder shall be -applied as above provided for or jn payment of
monies paysble under this Morigage and costs on a solicitor and Kis own client basis, ihe
balance, if any, io be paid to the Borrower,;

{i In any action fo enforee this Morigage, service of any notice or jegal proceedings on the
Borrower may be delivered, at the opfion of the Lender, fo either the address of the Lands, the
Borrower's resldence or place of business, or the last known address of the Borrower.
Provided, however, nothing shall prevent the Lender from serving documents personally or by
registered mall or in any other manner permitted by the law;

M The Lender may exercise each of its remedies and powers at any time and from time to ime
when there shall be default under this Morfgage. This Morigage shall be in addition to and not in
substitution for any other security specifically granted or otherwise given by the Borrower fo the
Lender and held by the Lender from time to time. No remedy herein conferred fo the Lender is
infended fo be exciusive of any other remedy cordained herein or in any collateral securify or
elsewhere, but each and every remedy shall be cumulative and shall be in addition to every other
remedy given hereunder ¢r undsr any othar collateral security or hereafier to exist by law or by

statute;

(k) if the Lender is a Corporation, any discretion, option, decision, or opinion under this Morlgage on
the part of the Lender shall be sufficiently exercised or formed i exercised or formed by or
subsequently ratified by the manager or acting manager for the ime being of any branch office of
the Lender, or any officer, employee or agent appointed by the Lender for that purpose; and

{1 if the Lender becomes the owner of the Lands by virtue of & final Order for Foreclosure,
the Borrower shall nevertheless remain liable to the Lender for any deficiency amounts siill owing
to the Lender after credffing the value of the Lends against the Morigage indebtedness and the
Borrower waives the benefits of any legislation to the contrany.

19. RECEIVER

Al any time and from time fo time when ihere shail be default under the provisions of.this Morigags, the Lender
may at such fime and from time fo time and with or without entry into possession of the Lands or any part
therecf, eppoint & receiver or & manager or a receiver and manager of the Lands or any part thareof and of the rents
and profits thereof and with or without security, and ray from time fo fime remove any receiver and appoint
another in his stead and ihat, in making any such appointment or removal, the Lender shall be deemied fo be
acting as the agent oratiorney for the Barrower. Upon the appolntmant of any such receiver or receivers from fime
o time, the following provisions shall apply:

(a) the statutory declaration of an officer of the Lender as fo default under the provisions of this
Morigage shall be conclusive evidence thereof,

L) gvery such receiver shall be the irrevocable agent or attornzy of the Borrovwer for the coltecfion of




{c) -

(@)

(e)

()

(g3

(h)

{0

0]

all rents falling due in respect of the Lands or any part thereof, whether in respest of any tenancies
created in prierity 1o these presents or subsequent thereto;

every such receiver may, in the discretion of the Lendér, be vested with all or any of the powers and
discretions of the Lender;

the Lender may from time to time, by writing fix the remuneration of every such receiver who
shall be entitied to deduct the same out of the rents from the Lands or from the proceeds of the

judicial sale of the Lands;

every such receiver shall, so far 2s concerns responsibility for his acts or omissions, be
deemed the agent or attorney of the Borrower and in no event the agent or attorney of the
Lender, and the Lender shall not in any way be responsible for any acts or pmissions
{including negligence, misconduct or misfeasance} on the part of any such receiver;

the appointment of every such receiver by the Lender shalt not incur or create any liability
on the part of the Lender fo the receiver in any respect, and such appointment or anything which
may be done by any such receiver or the removal of any such receiver or the termination of any
such receivership shall not have the effect of constituting the Lender a Lender in possession in

respect of the Lands or any part thereof;

every such receiver shall from time to time have the power 1o rent any portion of the Lands
which may become vacant, for such term and subject to such provisions as he may deem
advisable or expedient, and in so doing every such receiver shall act as the attorney or agent of
the Borrower and he shall have authority to execute under seal any lease of such portion of the
Lands in the name of and on behalf of the Borrower, and the Borrower undertakes to ratify and

confirm whatever any such recelver may do in respect of the Lands;

every such receiver shall have full power to complete any unfinished gonstruction upon the
Lands with the intent that the Lands and the improvements therson when $0 completed shall be
a complete structure as represented by the Borrower to the Lender for the purpose of

obtaining this Mortgage loan;

very such recejver shall have ful power to manage, operate, amend, repair, alter or extend
the Lands or any part thereof in the name of the Borrower for the purpose of securing the

payment of rental from the Lands or any part thereof]

no such receiver shall be liable lo the Borrower to account for monies or damages other
than cash received by him in respect of the Lands or any part thereof, and out of such cash
so received every such receiver shall, subject to the approval of the Lender, in the foliowing order,

pay:
{i} his remuneration aforesaid;

(i all payments tncluding, without limitation, costs as between solicitor and his own
client made or incurred by him in connection with the management, operation,
amendment, repair, alteration or extension of the Lands or any part thereof;

(i) interest, principal and other monies which may from time to time, be or become
charged upon the Lands in pricrity to these presents, and all taxes, insurance
premiums and every other proper expendifure made or incurred by him in respect to the

Lands or any part thereof;



(k)

"

(r)

{iv) fo the Lender, all inferest due or falling ¢ue under these presents and the balance fo be
applied upon principal due and payable and secured by these presents;

(v} into a reserve account in the name of the recelver, an appropriate sum of money as a
reserve fund for unusual, emergency, or lump sum payments or expenses with

respect io the Lands; and

{vi) any surplus thereafter remaining in the hands of every such receiver after payments made
as aforesaid, to the Borrower;

save as to claims for an accounting under sub-clause (j) of this clause, the Borrower
hereby releases and discharges the Lender and every such recefver from every claim of every
nature which may arise ar accrue to the Borrower or any persen claiming through or under
the Borrower by reason or as a result of anything done by the Lender or any such receiver under
the provisions of this clause, uniess such claim be the direct and proximate result of

dishonesty or gross neglect;

the power of sale, foreciosure and any other remedies of the Lender may be exercised either before,
concurrent with , during, or affer the appointment of anly receiver hereunder; :

the Lender may exercise each or any of the foregoing powers and remedies and may do so
without nofice to the Borrower,

20, ASSIGNMENT OF LEASES AND RENTS, AND WARRANTIES

If the Lands or any portion thereof now or at any time hereafter produces rental revenue or is intended to
produce rental revenue, then the Borrower hereby assigns, transfers, and sets over unio the Lender all leases
already In existence, and those to be created in the future, and all rents due or accruing due or at any time
hereafter to become due under all leases or tenancies, present and future, now existing or at any fime hereafter
made in respect of the Lands or any part thereof together with all warranties and guaraniees relating thereto or
to the Lands, fo have and 1o hold unto the Lender until all monies owing and aft obligations of the Bormower in
respect of this Morigage have been fully paid and fuifilled, subject to the following terms and condifions: -

()

{b)

{c)

(d)

e)

The Lender shalt under no circumnstances become a Lender in possession, or iable fo account to
the Borrower or credit the Borrower with any monies on account of this Mortgage except those
which shall come into its hands, and subject 1o all deductions @nd payments made out of the
rentals received from the Lands as herein provided;

The Lender may exercise the rights conferred upon it under this clause without the formal
appointment of a receiver under other provisions of this Mortgage and without the necessity of
first commencing legal proceedings with respect fo the Borrower's default giving rise to the Lenders
right to give nofice o {enants under this clause; :

Although this is a present assignment, the Lender shall not exercige its rights hereunder untit the
Lender determines that default has been made under the Mortgage and at its option detides

" fo exercise lts rights;

The Borrower shali not at any time during the existence of this Morigage assign, pledge or
hypothecate any lease, leases, or tenancies, how or hereafter exfsting in respect of the L.ands or
the rents or revenues due or to become due thersunder, or any part thereof, other than to the

ender; nor shail the Borrower grant any general assignment of book debts which would cover

such rentals; -

The Borrower shall not collect more than two (2) months rental in advance;



H Neither the teking of this assignment nor anything done in pursuance hereaf shall make the .Ler'fder
lizble in any way, as landlord or ctherwise, for the performance of any covenants, obligations
and liabiliies under the said teases or tenancies or any of hem,

(@) The exercise of this clause or of any collateral security with respect to rentals shall not entitle the
Borrower to redeem this Mortgage nor shall it be desmed fo be an acceleration of the
Mortgage indebtedness; .

{h) The Borrawer wili from time to time on demand furnish the Lender with & current list of all
leases in such defail as the Lender requires;

(i The Borrower will give the Lander prompt notice of any default by any lessee that has not been
corrected within thirty (30) days from the date of defauit; :

)] The Bamrower appoints the Lender as its {rrevocable Power of Attomey for thje purposes of
enforeing this clause; and :

(k) In the event the Borrower has granted the Lender a separale Assignment of l:;aases and Rents, then
nothing herein shalt prejudice or fimit the Lender's rights fo proceed undersuch other instrument
and in the event of a conflict between the terms of this clause and such other instrmaent then

the Lender shall be entitled to determine which prevails.
21. CROSS-DEFAULT

A default by the Borrower hereunder shall constitute a default under all other instruments or agreements, if any,
securing and/or evidencing the loan herein and a default by the Borrower under any such instrumenis or
agreements shall constitule a default hereunder and in particilar.z default under any of the ferms of any loan
Commitrmesnt Letter or agreement between the Borrower and the Lender pursuant to which this Mortgage is
granted shall constitute a default hereunder and a default hereunder shall constitute a default in the said

Commitment Letier or agreement.

22. EXPENSES

All expenses, fees, charges, contingent labifities, or paymenis incurred, expended, suffered, or paid by tf‘e
Lender (whether with the knowledge, consent, concurrence, or acquiescence of the Bormower or otherwise) with
respect to the following matters, that is to say:

(a) all solicitors’, inspectors’, valuators', and surveyors' fees and expenses for drawing, registering, or
renewing this Mortgage and for examining the Lands and the title thereto, and for making or
maintaining this Morigage a first charge [(or subject only to the prior encumbrances
accsptable to the Lender)

(b all surns which the Lender may advance for insurance premiums, property taxes, of rates;

{c} ali sums which the Lender may expend in payment of prior liens, charges, encumbrances or claims
charged or to be charged against the Lands or on this Morigage or against the Lender in respect
of this Morigage;

(d} all sums which the Lender may expend in maintsining. repairing, restoring or completing the

construction on the Lands;

{e) the cost of inspecting, feasing, managing, selfing, or improving the Lands, including the price or
value of any goods or services of any sort or description supplied for use on the Lands;




{f} present or future liability to the Lender resulting from the issuance of Letter of credit and or
letters of Guarantee on behalf of the Borrower or its Guaraniors or arranging such Letiers

through other lending institutions;
(g} alt sums paid fo a receiver of the Lands;

{h) the cost of exercising or enforcing or attempting to exercise or enforce any right, power,
rernedy, or purpose hereunder provided or implied, and including an allowance for the time,
work, and expensses of the Lender or any agent or employee of the Lender, for any purpose

provided for herein; and

{n all costs resulting from the defauit of the Borrower inciuding legal fees on a solicitor and his
own ciient basis incurred, or paid, or owing by the Lender as a resuit of any default hersunder or
under any other security for this loan, or of endeavouring to coliect with or without sui any money
payable hereunder, or of taking, recovering or keeping possession of the Lands, and generally in
any other proceedings, matter, or thing taken or done fo protect or realize this security of any

other secuiity for this loan;

together with interest thereon at the Morigage Rate, are deemed secured hereby and shall be or constilute a
charge or charges against the Lands, and all such monies shall be repayable to the Lender on demand, orif not
demanded, then with the next ensuing installment except-as herein otherwise provided. All such sums
together with interest thereon and all other monies payable by the Borrowsr under this Mortgage shall be
deemed fo constitute part of the mortgage monies and are added to and include in the Principal Sum secured hereby.

23. ATTORNEY

As further assurance fo the rights and remedies granied by the Borrower to the Lender, the Borrowsr, as the
registered owner of the Lands, hereby irrevocably appoinis the Lender, on its own behalf, or any receiver or
manager or recelver and manager appointed by the Lender attorngy on behalf of the Borrower o sell, lsase, ‘
morigage, transfer, or convey the Lands in accordance with the provisions of this Morigage and to execute all
instruments, and do all acts, matters, and things that may be necessary for carrying out the powers hereby
given and for the recovery of all rents and sums of money that may become or are now due or owing o the
Borrower in respect of the Lands, and for the enforcement of all contracts, covenants, or conditions binding on any
lessee or occupigr of the Lands or on any other person in respect of it, and for the taking and maintalning possession
of the Lands, and for protecting it from waste, damage, or trespass,

24. ATTORNMENT

For betier securing the punciual payment of the manies owing by the Borrower hereunder, the Borrower hereby
atiorns and becomes tenant to the Lender of the Lands at a monthly rental equivalent to the monthly
installments secured hersby, the same to be paid on each day appointed for the payment of monthly
installments secured hereby, and if any Judgment, execution or attachrment shall be issued against any of the
geods or Lands of the Borrower or if the Borrower shall become insolvent or bankrupt or commit an act of
bankruptey within the meaning of the Bankruptey and Insolvency Act of Canada or shall take the benefit of any
statute relating to bankruptcy or insclveni debiors then such rental shall, if not already pavable, be
payable immediately thereafter, The legal relation of landlord and tenant is hereby constituted between the Lender
and the Borrower. The Lender may at any Hme affer default hereunder enter upon the Morigaged Premises, or any
part thereof, and determine the {enancy hereby created without giving the Borrower any nhofice to quit; but
neither this clause nor anything done by viriue thereof, shall render the Lender a Lender in possession or

accouniable for any monies except those achually received.

25. HAZARDOUS SUBSTANCES AND INDEMNITY

The Borrower represents and warrants io the Lender that:



(a)

®)

(c)

(d)

neither the Borrower nor, to the best knowledge of the Bomower, has any other person ever caused
or permitied any Hazardous Substances io be placed, held, located, or disposed of on, under,
or at the Lands and that its business and assets are operated in compliance with, applicable jaws
intended to protect the environment (including, without limitation, laws respecting the
disposal or emission of Hazardous Substances) and that no enforcement actions In respect

thereof are threatened or pending; and

the Borrower agrees to abide by and adhere to all environmental laws and regulations
applicable to the Lands including laws respecting the disposal and emission of Hazardous
Substances and will promptly advise the Lender of any environmental compliance orders
isstted conecerning the Lands and will take such action zs Is required to comply with these

orders.

*Hazardous Subsftances" means any substance which is hazardous to persons or property and
includes without limiting the generality of the foregoing:

{0 radioactive maferials;
(i} explosives;

(i) any substance that, if added to any water, would degrade or atter or form par of a
process of degradation or alteration of the quality of that water to the extent that it is
detrimental to its use by man or by any animal, fish, or plant;

{iv) any solid, liquid, gas, or ador, or combination of any of them that, if grmitied into the air,
would create or contribute to the creation of a condition of the air that:

{1} endangers the health, safety or welfare of persons or the health of animal life;

(2) interferes with normal enjoyment of life or property; or

(3) causes damage to plant life or to property;

{v) toxic substances including, without resfriction, urea formaldehyde foam
insulation, asbestos and poly-chiorinaled biphenyls; and

(vi) substances declared to be hazardous or toxic under any law or reguiation
now or hereafter enacted or promulgated by any governmental authority
having jurisdiction over the Borrower, the Lender, or the Lands.

The Borrower indemnifies and saves harmless the Laender, its directors and
officers, and the Lender's successors and assigns from and against any and
all losses, liabilities, damages, costs (including without limitation legal costs on a
solicitor and how own client basis including dishursements and applicable taxes}
and expenses of any kind whatsoever including, without limitation:

{iy - the costs of defending, counter-claiming, or claiming against third
parties in respecl of any action or matter including legal fees, costs,
and dishursements on a solicitor and his own client basis and at &l court

levels;

(if) any cost, liability or damage arising out of a settlemnent of any action
entered info by the Lender with or without the consent of the Borrower
and; )



(ifi) the costs of repalr, clean-up, or restoration paid by the Lender and any
fines levied against the Lendern;

which at any time or from time to time may be paid, incurred or asseried against
the Lender, as a direct or indirect result of the breach of this charge by the
Borrower or of the presence on or under, or the escape, seepage, disposal, use,
generation, siorage, leakage, spillage, discharge, emission, release or threatened
release, of Hazardous Substances on or from the Lands either onto any lands
{including the- Lands), into the atmosphare or into any water, This indemnification
shall survive the safisfaciion, relesse or enforcement of this Mortgage or aay
coliateral security and the full repayment of the Morgage monies.

28, RECORDS

Subject to the provisions of any Commitment Letter between the Lender and the Borrower, if the Borrower
derives income from the Lands, the Borrower will maintain full and correct books and records showing tn detait the
earnings and expenses of the Lands, and wiill permit the Lender and its representatives to obtain lease
information from tenants and to examine the said books and records and all supporting vouchers and data at any
time and from fime to time upon requests by the Lender, and at any time and from time to fime the
Borrower will furnish the Lender at its request within thirty (30) days of such request, a statement showing In
detail alf such earnings and expenses since the last such statement, verified by Statutory Declaration of the
Borrower, or the chief executive officer of the Borrower, if the Borrower is a comporation.

27 MANAGEMENT

If the Borrower derives income from the Lands then, subject to the terms of the Commitment Letter, the Lands mfzst,
at all times, be professicnally managed, leased and operated to a standard accepiable o the Lender failing which,
the Lender reserves the right at s sole discretion to appoint new property managers af the sole expense of the

Borrower.

28. ASSUMPTION

No sale or other dealings by the Borrower of the Lands or any part thereof shall in any way ¢hange the
lizbility of the Borrawer or alter the righis of the Lender against the Borrower or any other person liable
for payment of the monies owing of the performance of the obligations hereby secured. Upon the sale of
the Lands the Lender in its discretion and with or without notice to or the consent of the Borrower may
enter into an agreement with anyone to assume this Marigage, to grant an extension of time, or to
change the rale of interest, or to alter or amend in any way the terms of payment of this Mortgage, or
waive the performance of any covenanis herein, or surrender, release, or omit to perfect er enforce
any security or remsdies which the Lender may now or hereafter have; and may discharge, either with
or without payment, part or all of the Lands as the Lender may think best, without prejudice to or in
any way #imiting or lessening the liability of the Borrower, any surely, guarantor or any other person
liable for payment. The Lender shalt incur no fiabitity to any person by reason of anything aforesaid, and
any agreement or liability aforesaid shali confinue in full force as long 2s any money remains unpald on
this Morigage, but the Lender shalt not be bound to exhaust its recourse against the Borrower or
other partles, or the security it may hold, before being entifted o payment from any surely or

gepsppterof the amounts secured

29, RENEWAL OR AMENDMENT

If the l.ender agrees to renew, extend, or amend this Morigags, such renewal, exiension, or
amending agreement need not be registered against the title to the L.ands. Such agreement will be



binding upon the Borrower and assigns and zll subsequent fenders, encumbrancers, ot other pariies
claiming an interest in the Lands. Such agreement will take priority as against such assignees and
subsequent lenders, encumbrancers, or other parties. It will not be necessary o register such
agreement in order to retain the priority of this Mortgage so altered, provided, however, that the
Lender may at any time, in its discretion, register such agreement by caveat or & morigage
amending agreement. It is expressly acknowledged that such agreement may increase the rate of
interest chargeable hereunder and alter the manner of its repayment. Alf such renawals shall be
done at the Borrower's expense. Ne such renewal, even if made by an assignse of the Barrower,
-shalt in any way release or render unenforceable the covenants or obligafions of the Borrower which
shall confinue notwithstanding such renawal or amendment. :

30. EUNDING INTO TRUST

If all or any portion of the Principal Sum is advanced by the Lender to be held by the Lender's solicitor
in trust as a result of verbal or written request of the Borrower or the Borrower's solicilor, then the
Borrower. shall pay to the Lender interest accrued on the amounts so advanced at the Mortgage Rate
from the date of advance by the Lender notwithstanding that the funds continue to be held in frust and not

advanced to the Borrower or the Borower's soliciior.

31, MAXIMUM RETURN TO LENDER

The Borrower acknowledges and agrees that the payment of interest or any bonus and further consideration to
the Lender is a fair payment based on the business terms of this loan. The Borrower and the Lender hereby
acknowledge and agres that it is theic express intention and desire that in no event shall the total payment o the
Lender whether for interest, fees, bonus, participation, addifional cansiderafion or otherwise, exceed the maximum
payment permitted by taw and the parties further acknowledge and agree that notwithstanding any other terms
or condifions of this Commitment Letter, or any security documents or other agreements, the maximum
amount payable to the Lender shall not exceed the maximum aflowable return permitied under the laws of
Canada and the provisions of this Commitment Letier shall be modified and are deemed to be modified to the
extent necessary to efiect the foregoing. Any payment of interest that exceeds the maximum referred fo above,

shall be deemed to be a payment on account of the Princlpal Sum.

32. RELEASE OF SECURITY

The Lender may af any time release any part of the Lands, or any of the covenants and
agreements herein contained, or any collateral securty, either with or without any
consideration therefore, and without being accountable for the value thereof, or for any money
except what is actually received, and without thereby releasing or affecting any other part of the
Lands or any of the other covenants or agreements herein contained or refeasing any surety or any

other security,
3s. WAIVER

No extension of time, waiver, or other indulgence given by the Lender ic the Borrower, or anyone
claiming under the Borrower, shall in any way affect or prejudice the rights of the Lender against
the Borrower, any guarantor, or any other person liable for payment of the menies hereby
secured and any such walver shall apply only to the particular breach so waived.

34. JUDGMENT

The taking of a judgment on any of the covenants or agreements contained herein shall not operate
as a merger thereof or effect the Lender’s rights 1o interest af the Morigage Raie and at the times
provided herein nor shall the dactrine of res judicaia apply against the Lender. The Borrower waives
all relevant provisions of the Inferest Act of Canada or any legistation simiilar thereio or in



replacement thereof,
35 SEVERABILITY

if any provision of this Mortgage shall be found to be or be deemed illegal or invalid, the
remainder of the Mortgage shall not be affected thereby.

36. DUE ON SALE

Unless the Lender has otherwise agreed fo the repayment of the loan from the closing of sales of
individual units or lots comprising the Lands, in the event of the Borrower selting or agreeing to sell,
transferring, conveying, assigning, or otherwise disposing of the Lands or any part thereof,
without the prior written consent of the lLender, the full amount secured hereunder, including
principal and iterest, shall immediately become due and payable at the option of the Lender. in
the case of a corporate Borrower, any change in controt of the corporation shail constitute a
default undsr this clause. Nothing herein shall be construed as permitiing the Borower to
prepay this Mortgage. Acceptance by the Lender of any installment payment or other payment
under this Mortgage from any entity other than the Borrower shall not constitute a waiver by the
Lender of its rights under this clause, nor a consent by the Lender of any such sale or
disposal of the L.ands as above described, ' '

37. DISCHARGE

The Lender shall have a reasonable time after payment of the Mortgage monies in full within
which to prepare and execute a discharge or parfial discharge of the Morigage. Interest at the
Mortgage Rate shall continue to run and accrue until actual payment in full has been received by
the Lender. Any payment that is received after 12 noon on any date shall be deemed for the
purpose of calculation of Interest to have been made and received on the next bank business day.
To the extent permitted by law, all fegal and other expenses for the preparation and exscution of
such discharge or partial discharge shalt be bome by the Borrower; and

38. COMMITMENT LETTER

The Borrower agrees that the terms and conditions of any Commitment Letter (if any) issued by the Lender, (the
‘Commitment Letter') shall survive the execution and registraiion of this Morfgage and shall confinue to be in ful
force and effect. The obligations of the Commitment Leler are secured by this Morigage. Defauit by the Borrower of
any of the terms or requirements contained in the Commitment Letter shali constitute a default hereunder. in the
event there is a contiict between the terms and conditions of this Mortgage and the Commitment Letter, the terms
and provisions of the Commitment Letter shall prevail and govern. Reference to the ‘Commitment Letter' includes

the Commitment Letter and all subsequent letters of amendments thereto.

39. SUCCESSORS AND ASSIGNS

Where this Morigage is executed by more than one par;ty all covenants and agreemenis herein shall be consirued
and taken as against such executing parties as being joint and several and the heirs, execufors, adminisirators,
successors, and assigns of any parly execuiing this Morlgage are jointly and severally bound by the covenants,
agreements, and provisos contained hergin. The Lender may assign and transfer its rights under this Morigage, in

whole or in part, without prior notice to or the consant of the Borrower.



40. RECEIFT OF MORTGAGE

The Borrower acknowiadges receipt of 4 true copy of fhis Morigage.

41. CHARGE

For better securing to the Lender repayment of the Prdncipal Sum, inferest, and other monies and obligations hereby
secured, the Borower does hereby Mortgage and charge fo the Lender all of the Bomrower's estate and interest in the
Lands together with the benefits and advantages of all easaments, franchises, and privileges now or hereafter pertaining

thereto. The charge hereof shall take effect upon execution of this Mortgage.
P-4

IN WITNESS WHEREOF, the Bomower has executed this Marlgage and affixed its seal as of this-d * day

of /@},ziaw , 2005.

EDEN LAKE PRO

Per:

- .—E"ﬁh /%r(ﬁ;

Witness

Per:




LAND SCHEDULE

The Lands are legally described as fallows:

PLAN 8520616
BLOCK 1
LOT1

EXCEPTING THEREOUT ALL MINES AND MINERALS
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