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THE MANITOBA SECURITIES COMMISSION,

	

Applicant ,
– and —

CROCUS INVESTMENT FUND,

Respondent,

RECEIVER'S REPORT #3

1. Deloitte & Touche Inc. was appointed Receiver and Manager of Crocu s

Investment Fund (hereinafter "CIF") on June 28, 2005 . The appointment was

continued on July 13, 2005 . Attached hereto and marked as Exhibits "A" and "B "

to this my affidavit are true copies of the said Orders .

2. Prior to the appointment of Deloitte & Touche Inc. as Receiver an d

Manager, (hereinafter "the Receiver") there had been an investigation into CIF b y

the Office of the Auditor General as well as an investigation into the conduct o f

CIF and its directors and officers by Manitoba Securities Commission . The

Office of the Provincial Auditor provided a report concerning the affairs of CI F

which was released in May, 2005 . The Manitoba Securities Commissio n

formalized an ongoing investigation upon the issuance of an Investigation Orde r

on February 17, 2005. Attached hereto and marked as Exhibit "C" to this Repor t

is a true copy of the said Order .

3.

	

Following the issuance of the Order, Manitoba Securities Commission has

issued a Statement of Allegations dated April 4, 2005 in which it alleges imprope r
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conduct on the part of the company and certain directors and officers . Attached

hereto and marked as Exhibit "D" to this Report is a true copy of the said

Statement of Allegations .

4. Prior to the appointment of the Receiver, CIF had made arrangements t o

pay and had in fact paid lawyers who represented directors and officers in th e

course of the investigation of the Office of the Auditor General and in the cours e

of the investigation by the Manitoba Securities Commission . The Receiver,

however, has seen no formal written retainer from the company to those law

firms. Based upon information available to it, the Receiver believes tha t

statements of account would have been submitted to CIF for payment in one o f

two ways:

(a) a statement would have been rendered directly to the individua l

director or officer who in turn would have forwarded the account t o

CIF for payment ; or,

(b) a statement of account would have been forwarded directly to CI F

to the attention of the Chief Executive Officer by the individua l

solicitor.

5. Upon the its appointment, the Receiver forwarded a letter to counsel

involved on behalf of the directors and officers in order to ascertain the size o f

any possible outstanding obligations of the company and to obtain some contro l

on matters on a going forward basis . Attached hereto and marked as Exhibit "E "

to this Report is a true copy of the Receiver's letter.

6. The Receiver subsequently received communications from several of the

law firms acting for directors and officers which provided the Receiver with a

status report as to where matters currently stood and requested the Receiver' s

commitment to pay their outstanding fees as well as their fees on a going forwar d

basis .
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7. On or about the 7th day of July, 2005, solicitors for the Receiver received a

letter from Walsh & Company, a firm of lawyers who are acting for Mr . Bernie

Bellan who at that time was in the process of commencing a class action lawsuit.

That letter specifically requested that the Receiver not pay any fees of director s

and officers who might be named in the within litigation . Attached hereto and

marked as Exhibit "F" to this Report is a true copy of said letter .

8. Attached hereto and marked as Exhibit "G" to this Report is a true copy o f

the Statement of Claim which was ultimately issued by Mr. Bellan on July 12 ,

2005. That claim has not yet been certified .

9.

	

The officers and directors who are named in the ongoing proceedings an d

the counsel believed by the Receiver to be acting on their behalf are as follows :

NAME
SECURITIES
COMMISSION CLASS ACTION LAW FIRM

Lea Baturin X X D'Arcy & Deacon LLP
Albert R. Beal X X D'Arcy & Deacon LL P
Diane Beresford X X D'Arcy & Deacon LLP
Charles E. Curtis X X D'Arcy & Deacon LL P
Sylvia Farley X X D'Arcy & Deacon LL P
Peter Olfert X X D'Arcy & Deacon LL P
Robert Ziegler X X D'Arcy & Deacon LL P
Wally Fox-Decent X

	

_ X D'Arcy & Deacon LL P
John Clarkson X Unknown
David Friesen X Unknown

Ron Waugh X X Pitblado LLP
Rob Hilliard X X Levene Tadma n
James Urnlah X Tapper Cuddy
Hugh Eliason X Unknow n
Sherman Kreiner X Taylor McCaffrey LL P
Jane Hawkins X Restall & Restal l
Janice Lederman X Unknown

10. In addition, there are former officers and directors of the company who ar e

not named in the ongoing proceedings who are claiming reimbursement for lega l
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fees billed for services relating to the investigation of the Auditor General and th e

Securities Commission.

11. Attached hereto and marked as Exhibit "H" to this Report is a true copy o f

the excerpt from the By-Laws of CIF pertaining to the right of a director and/o r

officer to seek indemnification from CIF .

12. Furthermore, in the case of certain of the prior officers, there have bee n

severance arrangements entered into which also contained indemnificatio n

provisions .

13. The Receiver has received advice from its solicitors that there is a n

obligation on the part of CIF to indemnify officers and directors in accordanc e

with the provisions of The Corporations Act and any by-law which is authorize d

by The Corporations Act . This obligation may also extend to contractua l

indemnities such as the severance agreements referred to above . The Receive r

is further advised that this indemnity, if applicable, would cover legal cost s

incurred by directors or officers to defend themselves . Section 119(c) of The

Corporations Act authorizes the by-law provisions attached as Exhibit "H" hereto .

The difficulty is in determining whether the conduct of the officers and directors

fits within :

(a) in the case of the class action, whether "she or he acted honestl y

and in good faith with a view to the best interests of the fund" ; and

(b) as regards the Manitoba Securities Commission, whether "she or

he had reasonable grounds for believing that her or his conduc t

was lawful" .

Similar considerations may also apply in regards to the relevant severanc e

indemnity provisions .
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14. There does exist a Directors and Officers Liability Insurance Policy for CI F

issued by Chubb Insurance Company of Canada to a maximum of $5 Million,

inclusive of defence costs . In our solicitor's view, that policy contains coverag e

for directors and officers in the event that there is no indemnity by CIF. Attached

hereto and marked as Exhibit "I" is a copy of the said policy forwarded to the

Receiver by Marsh (hereinafter "the Chubb Policy") .

15. Accordingly, the Receiver is now placed in a position wherein director s

and officers have requested indemnification from the assets of CIF whereas a t

least one shareholder who professes to act for a number of shareholder s

maintains that the assets of the corporation should not be used to pay directors

and officers legal fees, at least insofar as the class action is concerned .

16. The Receiver proposes the following approach to the competing claims

now made against it by the directors and officers on the one hand and the clas s

action shareholders on the other . This approach provides directors and officer s

with some protection while at the same time protects the Estate until it is clea r

that an indemnification ought to be paid . The approach is as follows :

(a) The Receiver intends to pay the outstanding legal fees which wer e

incurred prior to the Receiver's appointment for matters relating to

the Investigation of the Auditor General and the Manitob a

Securities Commission . Based upon the Receiver's investigation ,

these fees were incurred at a time when the various solicitors an d

their clients believed that the fees would be covered by CIF .

Because there is no commitment as yet by Chubb that these item s

would be covered by the Chubb Policy, the Receiver proposes t o

make payment of these accounts whilst reserving its rights to as k

for them back if they are not covered by the Chubb Policy and it is

subsequently determined that the indemnities were no t

appropriately authorized by the by-laws or The Corporations Act .
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(b) The Receiver intends to make a claim against the Chubb Policy fo r

reimbursement of fees which it makes pursuant to the paragrap h

immediately preceding and which Crocus had made prior to th e

receivership. This will have the effect of reducing the amount of

insurance available to officers and directors for ongoing legal fees .

The amount of the Receivers claim is estimated to be $356,000 .00.

(c) The Receiver intends to try and find an arrangement with th e

insurer under the Chubb Policy for an equitable method of payin g

the legal fees of directors and officers for fees incurred after the

date of appointment of the Receiver, failing which the directors an d

officers will have whatever claims they have against the Chub b

Policy.

(d) Upon the expiration of the policy limits, should that occur, th e

Receiver would not fund additional legal costs or other expense s

and unfavourable verdicts pending :

(i) the completion of the proceedings by the Securities

Commission, o r

(ii) the completion of the class action proceeding, and

the issuance of an Order from this Honourable Court tha t

the said directors and officers qualify under the provision s

of the By-Law, the Corporations Act, or any relevan t

severance agreement to be so indemnified .

17. The form of Order therefore sought contains the following provisions ,

namely that :
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1. An Order authorizing the Receiver to pay unpaid legal accounts of

officers and directors to June 28, 2005 subject to the right to

reclaim said funds if the Receiver is not indemnified for same b y

Chubb, and if it is subsequently determined that any indemnity

promised regarding payment of these accounts is contrary to th e

law.

2. An Order authorizing the Receiver to submit a claim against Chubb

Insurance Company of Canada Policy 7043-0036 fo r

indemnification for monies paid by CIF to lawyers for former officer s

and directors of CIF in regards to matters arising from th e

investigation of the Office of the Auditor General into the affairs of

CIF and the investigation and proceedings before the Manitob a

Securities Commission relating to CIF :

An Order authorizing the Receiver to refrain from paying on a

current basis legal fees for former directors and officers of CI F

which are incurred following the date of the Receiver's appointmen t

pending further Order of this Court ;

4. An Order authorizing the Receiver to refrain from paying claims fo r

indemnity by former officers and directors for expenses incurre d

after the date of the Receiver's appointment, and any resultin g

unfavourable judgments, arising from the investigation of the Offic e

of the Auditor General, proceedings taken by the Manitob a

Securities Commission, and Court of Queen's Bench Suit No . C105-

01-42765, if and until :

(a) the completion of the current proceedings by the Manitoba

Securities Commission, o r

(b) the completion of proceedings commenced in Court of

Queen's Bench Suit No . CI05-01-42765, and
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(c)

	

An order issues from this Court authorizing said payment .

5 .

	

Such further and other Advice and Direction as to this Court ma y

seem just .

18. It is the view of the . Receiver that this approach provides a degree of

balance between the parties . It must be firmly acknowledged that the allegation s

made in the class action are, at this stage, simply allegations. It is also

acknowledged at this stage that in the minds of some, the actions of the officers

and directors is deserving of some criticism . The Receiver's approach i s

intended to give some relief to the directors and officers on a current basis wit h

the assistance of the Chubb liability policy whilst protecting the assets of CIF i n

the interim until it is determined that the company is obliged to indemnify th e

officers and directors .

19. The Receiver recognizes that it would have been preferable to have a n

arrangement worked through with Chubb as at the time of this motion. However ,

because of the existence of the ongoing proceedings in the Court of Queen' s

Bench and the Manitoba Securities Commission, the Receiver has brought thi s

motion forward now in order to allow interested parties to have knowledge of its

approach as soon as possible.

RESPECTFULLY SUBMITTED BY :

Deloitte & Touche Inc . in its capacity a s
Court-Appointed Receiver and Manager o f
Crocus Investor t Fund

PA. R. Holmes
Senior Vice-President
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THE HONOURABL E

MR. JUSTICE SCURFIEL D

BETWEEN:

Tuesday, the 28 of June, 2005

THE MANITOBA SECURITIES COMMISSION,

Applicant ,

-and--

CROCUS INVESTMENT FUND,

Respondent,

Application under Section 27 of the Securities Act, CCSM c . S50
and Qu n

	

nch. Rule 24.05(2)(b )

ORDER

THIS MOTION, made by the Applicant for an Order pursuant to Section 27 of

The Securities Act, CCSM c. S50 and Queen's Bench Rule 14 .05(2)(b) appointin g

DELOITTE & TOUCHE, Inc . as receiver and manager (the "Receiver") without security ,

of all of the assets, undertakings and properties of CROCUS INVESTMENT FUND (th e

"Respondent"), and for such other Orders as may be just and convenient in th e

circumstances was heard this day on June 28, 2005 at the Law Courts, 408 Yor k

Avenue, in the City of Winnipeg .

ON READING the affidavit of Robert B . Bouchard sworn June 27, 2005 and the

xhibits thereto and on hearing the subm'ssi s of counsel for the applicant, 4;e-eft
r

	

. . pa4t r,it a,✓4 - r i7 -/,1rt*+1l* is

	

?real oFL•

	

*
ed, and on reading the consent of

DELOITTE & TOUCHE, Inc . to act as the Receiver, and this matter coming on for final-

decision on this date :
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SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application is

hereby abridged so that this motion is properly returnable today and hereby dispenses

with further service thereof .

APPOINTMENT

2. THIS COURT ORDERS that pursuant to Section 27 of The Securities Act ,

CCSM c. S50, DELOITTE & TOUCHE, Inc . is hereby appointed Receiver, without

security, of all of the Respondent's current and future assets, undertakings an d

properties of every nature and kind whatsoever, and wherever situate including al l

proceeds thereof (the "Property") .

RECEIVER'S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized ,

but not obligated, to act at once in respect of the Property and, without in any way

limiting the generality of the foregoing, the Receiver is hereby expressly empowered

and authorized to do any of the following where the Receiver considers it necessary o r

desirable :

(a) to take possession and control of the Property and any and al l

proceeds, receipts and disbursements arising out of or from th e

Property;

(b) to receive, preserve, protect and maintain control of the Property, o r

any part or parts thereof, including, but not limited to, the changin g

of locks and security codes, the relocating of Property to safeguard

it, the engaging of independent security personnel, the taking o f

physical inventories and the placement of such insurance coverag e

as may be necessary or desirable ;

(c) to manage, operate and carry on the business of the Respondent ,

including the powers to enter into any agreements, incur any



( i )

a)

obligations in the ordinary course of business, cease to carry on al l

or any part of the business, or cease to perform any contracts o f

the Respondent ;

(d) to engage consultants, appraisers, agents, experts, auditors ,

accountants, managers, counsel and such other persons from tim e

to time and on whatever basis, including on a temporary basis, to

assist with the exercise of the powers and duties conferred by thi s

Order;

(e) to purchase or lease such machinery, equipment, inventories ,

supplies, premises or other assets to continue the business of th e

Respondent or any part or parts thereof ;

(f) to receive and collect all monies and accounts now owed o r

hereafter owing to the Respondent and to exercise all remedies of

the Respondent in collecting such monies, including; without

limitation, to enforce any security held by the Respondent ;

(g) to settle, extend or compromise any indebtedness owing to th e

Respondent;

(h) to execute, assign, issue and endorse documents of whatever

nature in respect of any of the Property, whether in the Receiver' s

name or in the name and on behalf of the Respondent, for any

purpose pursuant to this Order ;

to undertake environmental or workers' health and safet y

assessments of the Property and operations of the Respondent ;

to initiate, prosecute and continue the prosecution of any and al l

proceedings and to defend all proceedings now pending o r

hereafter instituted with respect to the Respondent, the Property o r

the Receiver, and to settle or compromise any such proceedings .



The authority hereby conveyed shall extend to such appeals o r

applications for judicial review in respect of any order or judgmen t

pronounced in any such proceeding ;

(k) to market any or all of the Property, including advertising an d

soliciting offers in respect of the Property or any part or part s

thereof and negotiating such terms and conditions of sale as th e

Receiver in its discretion may deem appropriate ;

(I)

		

to sell, convey, transfer, lease or assign the Property or any part o r

parts thereof out of the ordinary course of business ,

without the approval of this Court in respect of any transaction no t

exceeding $100,000, provided that the aggregate consideration fo r

all such transactions does not exceed $100,000 ;

(m ) to apply for any vesting order or other orders necessary to convey

the Property or any part or parts thereof to a purchaser or

purchasers thereof, free and clear of any liens or encumbrance s

affecting such Property ;

(n) to report to, meet with and discuss with such affected Persons (a s

defined below) as the Receiver deems appropriate on all matter s

relating to the Property and the receivership, and to share

information, subject to such terms as to confidentiality as th e

Receiver deems advisable ;

(o) to register a copy of this Order and any other Orders in respect o f

the Property against title to any of the Property ;

(p) to apply for any permits, licences, approvals or permissions as ma y

be required by any governmental authority and any renewal s

thereof for and on behalf of and, if thought desirable by th e

Receiver, in the name of the Respondent ;



(q) to exercise any shareholder, partnership, joint venture or othe r

rights which the Respondent may have, including but not limited t o

the right to designate representatives of the Receiver to the boar d

of directors of any company to which the Respondent had suc h

right immediately preceding the granting of this order; and

(r)

		

to take any steps reasonably incidental to the exercise of these

powers ,

and in each case where the Receiver takes any such actions or steps, it shall b e

exclusively authorized and empowered to do so, to the exclusion of all other Person s

(as defined below), including the Respondent, and without interference from any othe r

Person.

4. This Court orders that the ability of the Receiver to sell, convey, transfer, lease o r

assign the Property or any part or parts thereof out of the ordinary course of business ,

other than those transactions described in paragraph 3(1) hereof, shall be the subject o f

future application to this Court .

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVE R

5. THIS COURT ORDERS that (i) the Respondent, (ii) all of its current and forme r

directors, officers, employees, agents, accountants, legal counsel and shareholders ,

and all other persons acting on its instructions or behalf, and (iii) all other individuals ,

firms, corporations, governmental bodies or agencies, or other entities having notice o f

' this Order (all of the foregoing, collectively, being "Persons" and each being a "Person" )

shall forthwith advise the Receiver of the existence of any Property in such Person's

possession or control, shall grant immediate and continued access to the Property t o

the Receiver, and shall deliver all such Property to the Receiver upon the Receiver' s

request.

6. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver o f

the existence of any books, documents, securities, contracts, orders, corporate an d

accounting records, and any other papers, records and information of any kind related



to the business or affairs of the Respondent, and any computer programs, compute r

tapes, computer disks, or other data storage media containing any such information (th e

foregoing, collectively, the "Records") in that Person's possession or control, and shal l

provide to the Receiver or permit the Receiver to make, retain and take away copies

thereof and grant to the Receiver unfettered access to and use of accounting, computer ,

software and physical facilities relating thereto, provided however that nothing in thi s

paragraph 5 or in paragraph 6 of this Order shall require the delivery of Records, or th e

granting of access to Records, which may not be disclosed or provided to the Receive r

due to the privilege attaching to solicitor-client communication or due to statutor y

provisions prohibiting such disclosure .

7. THIS COURT ORDERS that if any Records are stored or otherwise contained o n

a computer or other electronic system of information storage, whether by independen t

service provider or otherwise, all Persons in possession or control of such Records shal l

forthwith give unfettered access to the Receiver for the purpose of allowing the Receive r

to recover and fully copy all of the information contained therein whether by way of

printing the information onto paper or making copies of computer disks or such othe r

manner of retrieving and copying the information as the Receiver in its discretion deem s

expedient, and shall not alter, erase or destroy any Records without the prior writte n

consent of the Receiver. Further, for the purposes of this paragraph, all Persons shal l

provide the Receiver with all such assistance in gaining immediate access to the

information in the Records as the Receiver may in its discretion require includin g

providing the Receiver with instructions on the use of any computer or other system and

providing the Receiver with any and all access codes, account names and account

numbers that may be required to gain access to the information .

NO PROCEEDINGS AGAINST THE RECEIVE R

8. THIS COURT ORDERS that no proceeding or enforcement process in any cour t

or tribunal (each, a "Proceeding"), shall be commenced or continued against the

Receiver except with the written consent of the Receiver or with leave of this Court .



NO PROCEEDINGS AGAINST THE RESPONDENT OR THE PROPERT Y

9. THIS COURT ORDERS that no Proceeding against or in respect of th e

Respondent or the Property shall be commenced or continued except with the written

consent of the Receiver or with leave of this Court and any and all Proceeding s

currently under way against or in respect of the Respondent or the Property are hereb y

stayed and suspended pending further Order of this Court, provided that the within sta y

shall not apply to proceedings initiated or continued by the Applicant .

NO EXERCISE OF RIGHTS OR REMEDIES

10. THIS COURT ORDERS that all rights and remedies against the Respondent, th e

Receiver, or affecting the Property, including, but not limited to, the exercise of an y

contractual rights, including but not limited to a right to a setoff, are hereby stayed an d

suspended except with the written consent of the Receiver or leave of this Court ,

provided however that nothing in this paragraph shall (1) empower the Receiver or th e

Respondent to carry on any business which the Respondent is not lawfully entitled t o

carry on, (ii) exempt the Receiver or the Respondent from compliance with statutory o r

regulatory provisions relating to securities, health, safety or the environment, (iii )

prevent the filing of any registration to preserve or perfect a security interest, or (iv )

prevent the registration of a claim for lien .

NO INTERFERENCE WITH THE RECEIVER

11. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter ,

interfere with, repudiate, terminate or cease to perform any right, renewal right, contract ,

agreement, licence or permit in favour of or held by the Respondent, without writte n

consent of the Receiver or leave of this Court .

CONTINUATION OF SERVICE S

12. THIS COURT ORDERS that all Persons having oral or written agreements with

the Respondent or statutory or regulatory mandates for the supply of goods and/o r

services, including without limitation, all computer software, communication and othe r

data services, centralized banking services, payroll services, insurance, transportation



services, utility or other services to the Respondent are hereby restrained until furthe r

Order of this Court from discontinuing, altering, interfering with or terminating the suppl y

of such goods or services as may be required by the Receiver, and that the Receive r

shall be entitled to the continued use of the Respondent's current telephone numbers ,

facsimile numbers, Internet addresses and domain names, provided in each case tha t

the normal prices or charges for all such goods or services received after the date o f

this Order are paid by the Receiver in accordance with normal payment practices of th e

Respondent or such other practices as may be agreed upon by the supplier or servic e

provider and the Receiver, or as may be ordered by this Court .

RECEIVER TO HOLD FUNDS

13 . THIS COURT ORDERS that all funds, monies, cheques, instruments, and othe r

forms of payments received or collected by the Receiver from and after the making o f

this Order from any source whatsoever, including without limitation the sale of all or an y

of the Property and the collection of any accounts receivable in whole or in part ,

whether in existence on the date of this Order or hereafter coming into existence, shal l

be deposited into one or more new accounts to be opened by the Receiver (the "Pos t

Receivership Accounts") and the monies standing to the credit of such Pos t

Receivership Accounts from time to time, net of any disbursements provided for herein ,

shall be held by the Receiver to be paid in accordance with the terms of this Order o r

any further Order of this Court .

EMPLOYEES

14. THIS COURT ORDERS that all employees of the Respondent who have not ye t

been terminated effective as of the time of this Order, shall remain the employees of th e

Respondent until such time as the Receiver, on the Respondent's behalf, may terminate

the employment of such employees . The Receiver shall not be liable for any employee-

related liabilities, including wages, severance pay, termination pay, vacation pay, an d

pension or benefit amounts, other than such amounts as the Receiver may specificall y

agree in writing to pay, or such amounts as may be determined in a Proceeding before

a court or tribunal of competent jurisdiction .



LIMITATION ON ENVIRONMENTAL LIABILITIES

15. THIS COURT ORDERS that nothing herein contained shall require the Receive r

to occupy or to take control, care, charge, possession or management (separately

and/or collectively, "Possession") of any of the Property that might be environmentall y

contaminated, might be a pollutant or a contaminant, or might cause or contribute to a

spill, discharge, release or deposit of a substance contrary to any federal, provincial o r

other law respecting the protection, conservation, enhancement, remediation o r

rehabilitation of the environment or relating to the disposal of waste or othe r

contamination and regulations thereunder (the "Environmental Legislation"), provided

however that nothing herein shall exempt the Receiver from any duty to report or make

disclosure imposed by applicable Environmental Legislation . The Receiver shall not, a s

a result of this Order or anything done in pursuance of the Receiver's duties and power s

under this Order, be deemed to be in Possession of any of the Property within th e

meaning of any Environmental Legislation, unless it is actually in possession .

LIMITATION ON THE RECEIVER'S LIABILIT Y

16. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a

result of its appointment or the carrying out the provisions of this Order, save and

except for any gross negligence or wilful misconduct on its part . Nothing in this Order

shall derogate from the protections afforded the Receiver by any other applicable

legislation .

RECEIVER'S ACCOUNTS

17. THIS COURT ORDERS that any expenditure or liability which shall properly b e

made or incurred by the Receiver, including the fees of the Receiver and the fees an d

disbursements of its legal counsel, incurred at the standard rates and charges of th e

Receiver and its counsel, shall be allowed to it in passing its accounts and shall form a

first charge on the Property in priority to all security interests, trusts, liens, charges an d

encumbrances, statutory or otherwise, in favour of any Person (the "Receiver' s

Charge").



18. THIS COURT ORDERS the Receiver and its legal counsel shall pass it s

accounts from time to time, and for this purpose the accounts of the Receiver and it s

legal counsel are hereby referred to a judge of this Honourable Court .

19. THIS COURT ORDERS that prior to the passing of its accounts, the Receive r

shall be at liberty from time to time to apply reasonable amounts, out of the monies in it s

hands, against its fees and disbursements, including legal fees and disbursements ,

incurred at the normal rates and charges of the Receiver or its counsel, and suc h

amounts shall constitute advances against its remuneration and disbursements whe n

and as approved by this Court .

FUNDING OF THE RECEIVERSHI P

20, THIS COURT ORDERS that the Receiver be at liberty and it is hereb y

empowered to borrow by way of a revolving credit or otherwise, such monies from tim e

to time as it may consider necessary or desirable, provided that the outstandin g

principal amount does not exceed $1,000,000 (or such greater amount as this Cour t

may by further Order authorize) at any time, at such rate or rates of interest as it deem s

advisable for such period or periods of time as it may arrange, for the purpose o f

funding the exercise of the powers and duties conferred upon the Receiver by this

Order, including interim expenditures . The whole of the Property shall be and is hereb y

charged by way of a fixed and specific charge (the "Receiver's Borrowings Charge") a s

security for the payment of the monies borrowed, together with interest and charge s

thereon, in priority to all security interests, trusts, liens, charges and encumbrances ,

statutory or otherwise, in favour of any Person, but subordinate in priority to th e

Receiver's Charge .

21 . THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor an y

other security granted by the Receiver in connection with its borrowings under thi s

Order shall be enforced without leave of this Court .



22. THIS COURT ORDERS that the Receiver is at liberty and authorized to issu e

certificates substantially in the form annexed as Schedule "A" hereto (the "Receiver' s

Certificates") for any amount borrowed by it pursuant to this Order .

23. THIS COURT ORDERS that the monies from time to time borrowed by the

Receiver pursuant to this Order or any further order of this Court and any and al l

Receiver's Certificates evidencing the same or any part thereof shall rank on a pari

passu basis, unless otherwise agreed to by the holders of any prior issued Receiver' s

Certificates .

SERVICE

24. THIS COURT ORDERS that the Receiver is directed to serve notice of it s

appointment as Receiver by placing advertisements regarding such appointmen t

substantially in the form attached as Schedule "B" hereto in at least one (1) loca l

newspaper and one (1) Canadian daily newspaper with national distribution .

25. THIS COURT ORDERS that the Receiver shall use reasonable efforts to serv e

notice of its appointment as Receiver within 21 days hereof, by forwarding by ordinar y

rnailla copy of a notice substantially in the form attached as Schedule "B" hereto, to th e

shareholders of the Respondent at the addresses as last indicated in the records of th e

Respondent .

26. THIS COURT ORDERS that the Receiver is directed to serve notice of it s

appointment as Receiver within 21 days hereof by forwarding by ordinary mail a copy o f

this Order to all creditors who have registered a security interest against the assets of

Respondent in the Personal Property Registry of Manitoba .

GENERA L

27. THIS COURT ORDERS that the Receiver may from time to time apply to thi s

Court for advice and directions in the discharge of its powers and duties hereunder .

28. THIS COURT ORDERS that nothing in this Order shall prevent the Receive r

from acting as a trustee in bankruptcy of the Respondent .



29. THIS COURT HEREBY REQUESTS the aid and recognition of any court ,

tribunal, regulatory or administrative body having jurisdiction in Canada or in the Unite d

States to give effect to this Order and to assist the Receiver and its agents in carryin g

out the terms of this Order. All courts, tribunals, regulatory and administrative bodie s

are hereby respectfully requested to make such orders and to provide such assistanc e

to the Receiver, as an officer of this Court, as may be necessary or desirable to giv e

effect to this Order or to assist the Receiver and its agents in carrying out the terms o f

this Order.

30. THIS COURT ORDERS that the Receiver be at liberty and is hereby authorize d

and empowered to apply to any court, tribunal, regulatory or administrative body ,

wherever located, for the recognition of this Order and for assistance in carrying out the

terms of this Order.

31. THIS COURT ORDERS that any interested party may apply to this Court to vary

or amend this Order on not less than seven (7) days' notice to the Receiver and to an y

other party likely to be affected by the order sought or upon such other notice, if any, as

this Court may order .

32. THIS COURT DIRECTS that given the appearance before this Court by th e

Manitoba Federation of Labour, a hearing shall be held on 0a,,esday, the J

	

day of
pit Soe* GR X3y coNs.e.ir

July, 2005,^ or such father date set by this Honourable Court, to continue the

appointment of the Receiver .

SIGNED this 07.1 day of June, 2005, at J.'�Z p.m.



SCHEDULE "A"

RECEIVER CERTIFICAT E

CERTIFICATE NO .	

AMOUNT $	

1. THIS IS TO CERTIFY that Deloitte & Touche, Inc ., the receiver and

manager (the "Receiver") of all of the assets, undertakings and properties of

Crocus Investment Fund appointed by Order of the Manitoba Court of Queen' s

Bench (the "Court") dated the

	

day of	 , 2005 (the "Order") made in an

action having Court file number Cl	 , has received as such Receiver fro m

the holder of this certificate (the "Lender") the principal sum of $	

being part of the total principal sum of $	 which the Receiver i s

authorized to borrow under and pursuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand b y

the Lender with interest thereon calculated and compounded no more frequentl y

than monthly not in advance after the date hereof at a notional rate per annu m

equal to the rate of 	 per cent above the prime commercial lending rate o f

Bank of

	

from time to time .

3. Such principal sum with interest thereon is, by the terms of the Order ,

together with the principal sums and interest thereon of all other certificates

issued by the Receiver pursuant to the Order or to any further order of the Court ,

a charge upon the whole of the Property (as defined in the Order), in priority t o

the security interests of any other person, but subject to the priority of th e

charges set out in the Order, and the right of the Receiver to indemnify itself ou t

of such Property in respect of its remuneration and expenses .

4. All sums payable in respect of principal and interest under this certificat e

are payable at the main office of the Lender at 	 [address of Lender] .

5. Until all liability in respect of this certificate has been terminated, n o

certificates creating charges ranking or purporting to rank in priority to this



certificate shall be issued by the Receiver to any person other than the holder o f

this certificate without the prior written consent of the holder of this certificate .

6. The charge securing this certificate shall operate so as to permit th e

Receiver to deal with the Property (as defined in the Order) as authorized by th e

Order and as authorized by any further or other order of the Court .

7. The Receiver does not undertake, and it is not under any personal liability ,

to pay any sum in respect of which it may issue certificates under the terms o f

the Order .

DATED the	 day of	 ,, 2005 .

Deloitte & Touche, Inc ., solely in its capacity
as Receiver of the Property (as defined in

the Order), and not in its personal capacity

Per :

Name :

Title :



SCHEDULE "B "

NOTIC E
in respect of

CROCUS INVESTMENT FUND (the "Respondent" )

Please be advised that pursuant to the Order of the Honourable Mr . Justice J.M .
Scurfield of the Court of Queen's Bench dated June 28, 2005 in Court File No .
(the "Order"), Deloitte & Touche, Inc . has been appointed as receiver an d
manager (the "Receiver") of all of the Respondents' assets, undertakings and
properties. The appointment of the Receiver was made under Section 27 of th e
Manitoba Securities Act.

A copy of the Order and other information regarding the Receiver's appointmen t
are available online at www .	 . The Receiver has established a helplin e
available at	



Exhibit B

File No. CI 05-01-43350

THE QUEEN'S BENCH
Winnipeg Centre

BETWEEN:

THE MANITOBA SECURITIES COMMISSION,

Applicant,

-- and --

CROCUS INVESTMENT FUND,

Respondent ,

Application under Section 27 of the Securities Act, CCSM c . S50 and Queen's Bench
Rule 14.05(2)(b)

ORDER

HILL 1BRA DEWA R
Litigation Counse l

2670 – 360 Main Street
Winnipeg, Manitoba

R3C 3Z3

R.A. Dewar

Telephone: (204) 943 .6740
Fax: (204) 0433934
File No. D5157 RAD



File No. CI 05-01-4335 0

THE QUEEN'S BENCH .
Winnipeg Centre

THE HONOURABLE

	

)
)

	

Wednesday, the 13 of July, 200 5
MR. JUSTICE CLEARWATER )

BETWEEN :

THE MANITOBA SECURITIES COMMISSION,

Applicant ,

—and —

CROCUS INVESTMENT FUND,

Respondent,

Application under Section 27 of the Securities Act, CCSM c, S50 and Queen's Benc h
Rule 14 .05(2)(b)

ORDER

THIS MATTER coming on this day before this Court pursuant to paragraph 32 o f

the Order of Mr, Justice Scurfield pronounced on June 28,2005 and the Manitoba

Federation of Labour having presented to this Honourable Court an alternate plan in

regards to the Respondent (the "Plan"); and

ON HEARING the request of the Applicant to adjourn this hearing regarding th e

permanent order of receivership, so that the Applicant could consider the Plan an d
provide its comments with respect thereto ; and

ON HEARING counsel for the Applicant, counsel for Manitoba Federation o f

Labour, and counsel for the Receiver, counsel for Bernie Bellan appearing on a

watching brief, consenting to the request of the Applicant provided that all counsel will



I

make themselves . available hereafter on a short notice basis for the matter to be

determined .

1. THIS COURT ORDERS THAT the appointment of Deloitte & Mucha Inc . as

Receiver and Manager of Crows Investment Fund on the terms and conditions set fort h

in the Order of Mr.. Justice Scurfield pronounced June 28, 2005 excepting paragraph 32

thereof, be and is hereby continued, until further order of the court .

2. THIS COURT ORDERS that notwithstanding the current indefinite term of th e

Receiver's appointment, the Receiver be and the same is at liberty to hire or otherwise

make contractual employment arrangements fora period up to three months in duration .

3. THIS COURT ORDERS that the Receiver be at liberty to continue to conside r

and prepare a report setting forth, to the extent possible, its proposal for achieving valu e

for Class A shareholders of Crocus Investment Fund .

SIGNED : Sv t 1 c-t ' to t. 5-

APPROVED AS TO FORM:

MANITOBA SECURITIES COMMISSION

•*vf

Per

PITBLADO LLP

Mr. D. G. Ward
Solicitors for Manitoba Federation of Labour

Per:

TOTAL P . 04



Exhibit C

THE MANITOB A

S E C U R ! T I E S

OOMM198IO N

THE SECURITIES ACT

Sections 22

Order No . 4684

February 17, 2005

CROCUS INVESTMENT FUN D

WHEREAS :

(A) Information received by staff of The Manitoba Securities Commissio n
("Commission") indicates that the CROCUS INVESTMENT FUND ("Crocus") may have
contravened The Securities Act ("Act") by :

I) misrepresenting a material fact in the prospectus filed with the
Commission dated January 21, 2004 and amended October 14, 2004
("Last Prospectus") in its description of the processes followed by Crocu s
for valuing the Class A Shares of Crocus as of each Valuation Date ;
and/or

ii)

		

failing to file for an amendment to the Last Prospectus following a materia l
change during the period of primary distribution to the public .

-

(B)
Crocus Act.

Crocus is a labour-sponsored venture capital corporation created by the

(C) Crocus has been subject to the reporting requirements of Parts X, Xi an d
Xli of the Act since March 24, 1994 when a receipt was issued for its prospectus. Since
that time it has filed renewal prospectuses with the Commission on an annual basi s
including the Last Prospectus .

(D) The foregoing matters relate to a trade or trading in securities and i t
appears probable from information received by the Commission that Crocus may hav e
contravened this Act, the regulations or a rule specified in a regulation under clause
149(cc) and/or failed to observe or comply with any order, direction or other requiremen t
made under this Act or the regulations .

(E) The Commission deems it expedient for the due administration of the Ac t
and in the public interest to order the making of an investigation into the aforesai d
matters.

IT IS ORDERED:



1 . THAT, Jason Roy, Jan Banasiak, Paula White and Chris Besk o
("investigators") are hereby jointly and severally appointed pursuant to section 22 of th e
Act to investigate and inquire into all circumstances surrounding the trading in securitie s
by Crocus, or by any other person or company affiliated or associated with Crocus, an d
without limiting the generality of the foregoing, the scope of the investigation shall be t o
ascertain :

(a) full particulars all policies, procedures, guidelines and practices o f
CROCUS in connection with the valuation of the Crocu s
investment portfolio and of the Pricing NAV of the Class A Share s
of Crocus ;

(b) full particulars of all business records, including copies of bankin g
records, and documentation, of or for CROCUS, (Note :
"documentation" includes, but is not restricted to any printed ,
lithographed or photographed materials whatsoever, seals, deeds,
agreements, title papers, letters, receipts, sound recordings, transcripts ,
videotape, film, corporate registrations certificates, incorporation
documents, management agreements, cheques, memoranda, tele x
messages, telephone bills, daily diaries, investor lists, investor fifes ,
addresses, loan applications, investment or loan agreements an d
corresponding files, investment or loan briefings, security agreement s
and corresponding files, investment project descriptions, investmen t
offerings including investment prospectus, Offering Memorandum an d
marketing brochures, computer programs, computer data an d
documentation pertaining to said computer programs, data and systems ,
electronic data storage devices, floppy disks, hard disks, CD rom o r
other magnetic storage medium, computer generated data, an d
information recorded or stored by means of any device whatsoever )
relating to the trading activities of CROCUS, including all record s
relating to the valuation of the Crocus investment portfolio and o f
the Pricing NAV of the Class A Shares of Crocus;

(d) what contraventions of the Act or any regulation or rule thereto o r
of any industry requirement, if any, have occurred relating to an y
and all activities conducted by or on behalf of Crocus directly o r
indirectly involving the valuation of each asset contained in th e
Crocus investment portfolio and the Pricing NAV of the Class A
Shares of Crocus, and who committed such contraventions, if any ;

(e) whether any fraud or any offence under the Act or any regulatio n
or rule thereto, has been, is being, or is about to be committed b y
CROCUS, or by any persons or companies associated or affiliated
with CROCUS .

2.

	

THAT the Investigators may exercise the powers conferred b y
subsections 22(3) and 22(4) of the Act.

BY ORDER OF THE COMMISSION

Director, t(egf and Enforcement



Exhibit D

THE MANITOBA

SEC U RITI E 9

COMMISSIO N

IN THE MATTER OF: THE SECURITIES ACT

-and-

IN THE MATTER OF: THE CROCUS INVESTMENT FUN D

AND IN THE MATTER OF: Charles Curtis, Peter Olfert, Waldron (Wally) Fax-Decent, Lea
Baturin, Albert Beal, Ron Waugh, Diane Beresford, Sylvia Farley, Robert Hilliard, Rober t
Ziegler

STATEMENT OF ALLEGATIONS OF STAFF OF TH E
MANITOBA SECURITIES COMMISSIO N

STAFF OF THE MANITOBA SECURITIES COMMISSION ALLEGE, INTER ALIA, THAT :

A. BACKGROUN D

The Crocus Investment Fund

1. The Crocus Investment Fund ("Crocus") is a labour-sponsored venture capital corporation created by The Crocus
Investment Fund Act, C .C.S .M. c . C308 (the "Crocus Act") .

2. Crocus has been a reporting Issuer In Manitoba since 1992 . During the relevant time, Crocus yas engaged in a
continuous offering of its Class A Common Shares under a Prospectus dated January 21, 2004 for which a receipt wa s
issued by the Director (the "Crocus Prospectus"), as amended by Amendment No . 1 dated October 14, 2004 for which
a receipt was issued by the Director (the "Prospectus Amendment") .

3. The Crocus Prospectus contains a certificate which is signed by two officers of Crocus and by two members of th e
Board of Directors on behalf of all the Board of Directors, that the prospectus constitute full, true and plain disclosur e
of . all material facts relating to the securities offered by the prospectus as required by Part VII of The Securities Act
(Manitoba) and the regulations thereunder and does not contain any misrepresentations .

4. The Prospectus Amendment contains a certificate which is signed by two officers of Crocus and by two members o f
the Board of Directors on behalf of all the Board of Directors, that the prospectus constitute full, true and plai n
disclosure of all material facts relating to the securities offered by the prospectus as required by Part VII of Th e
Securities Act (Manitoba) and the regulations thereunder and does not contain any misrepresentations .

5. All capitalized terms which are not defined in this document have the same meaning as in the Crocus Prospectu s
and the Prospectus Amendment.

The Board of Directors

6. During the material times, the Crocus Board of Directors consisted of :

Name

	

Elected/Appointed by



Charles Curti s
Peter Olfert
Waldron (Wally) Fox-Decent
Lea Baturi n
Albert Bea t
Ron Waug h
Diane Beresford
David Friesen
Paul Soubry Jr.
Sylvia Farley

Robert Hilliard
John Clarkson
Robert Ziegler

Common Shareholders
Class L Shareholders
Class I (Series Two) Shareholder s
Class L Shareholders
Class L Shareholders
Class G Shareholders
Class L Shareholders
Common Shareholders
Appointed by Board of Directors

Class L Shareholders
Class L Shareholders
Class G Shareholders

Class L Shareholders

7. Of the Board members listed above :

a) Ron Waugh replaced John Clarkson (who resigned in April 2004) as the government representative
effective July 22, 200 4
b) Sylvia Farley joined the Crocus Board October 12, 2004
c) Robert Ziegler joined the Crocus Board October 12, 200 4
d) Robert Hilliard resigned from the Crocus Board September 23, 2004
e) Waldron (Wally) Fox-Decent resigned the Crocus Board December 9, 200 4
f) David Friesen resigned from the Crocus Board November 19, 200 4
g) Paul Soubry, Jr. resigned the Crocus Board December 14, 2004 .

B. DETAILS

1. Crocus offers Class A Common Shares (the "A Shares") to the public by prospectus .

2. The subscription process for A Shares is described in the Crocus Prospectus .

3. On every Valuation Date (every Friday), Crocus calculates a Pricing NAV per Common Share (the "A Share Price" )

as at 3 :00 pm on the Valuation Date, The A Share Price is the price at which one A Share can be purchased or
redeemed on the Valuation Date . All subscriptions for A Shares and requests for redemption of A Shares which hav e

been received since the last valuation date are processed on the Valuation Date using the A Share Price . Al l
purchases, including purchases made through payroll deductions or pre-arranged purchase plans, are processed i n

this manner ,

4. The Crocus Prospectus discloses the manner in which the A Share Price is established starting at p .27. Appendix A
sets out the relevant portions of the prospectus . The process in brief is :

a) On each Valuation Date the Board is required to determine the fair value of the A Shares .

b) The Board must follow a specific set of rules for determining the fair value of the Shares . This require s
the Board to determine the value of the Investment assets of the Fund on each valuation date .

c) There are specific rules for determining the value of the investment assets based upon whether or not
the investment assets have a public market (e .g. are listed on a stock exchange) .

d) If, on a valuation date the Board has determined there is a change which may have a material effec t
on the value of any investment asset the Board shall cause a revaluation of that investment asset or
investment assets as at the valuation date .

e) The Board in 1999 delegated the setting of the A Share Price to any two directors of the Board wh o
were authourized to sign a share price valuation certificate on behalf of the board as a whole .

5. The prospectus disclosure is consistent with the requirements in The Crocus Investment Fund Act . The relevant
provision is section 15 and reproduced in Appendix B.



valuation Proces s

6. The Board established a process for determining the value of the investee companies to establish a Net Realizabl e
value for the portfolio .

7. The staff valuation committee prepared the valuation for each investee company in the portfolio . Valuations were
prepared at least annually where there was no public market for the securities of the investee company .

8. A valuation was not accepted unless all the members of the staff valuation committee agreed on a value .

9. Once valuations were completed they would go the Valuation Sub-committee of the Board which consisted of two o r
three board members and an external valuator who would do a limited review of the valuations and advise th e
Valuation Sub-committee .

10. The Valuation Sub-committee was scheduled to meet monthly . If valuations were not available to be considere d
the meeting would be cancelled .

11. Between April, 2004 and September 2004 there were no meetings of the Valuation Sub-committee . Meetings
which were scheduled during this time were cancelled as valuations were not completed or available for consideration
until September 14, 2004. The Board of Directors expressed no concerns that the Valuation Sub-committee had no
meetings during this time .

September 2004 Portfolio Writedown

12. In September 2004, the senior officers of Crocus were in a position to bring forward valuations 23 of the 5 0
investee companies . Based upon the valuations and the wide ranging review, certain senior officers were of the view
that the net realizable value of the portfolio needed to be adjusted downward by approximately $15 . million .

13. Valuations which supported this writedown were brought forward at meetings of the Valuation Sub-committee o n
September 14, September 20 and September 23, 2004. The recommendations of the senior officers were accepted by
the Valuation Sub-committee, which in turn made a report to the meeting of the full board on September 23, 200 4
recommending the board accept the valuations as presented .

14. At the Board meeting on September 23, 2004, the senior officers indicated that the valuations presented at tha t
time were fair based upon the information they had, but that the portfolio had other risks which were still bein g
reviewed .

15. The Board members were advised of significant risks managing the portfolio as well as the actual investe e
companies. The Board however took no specific steps, nor did it give specific directions to Crocus staff on what wa s
expected in dealing with these issues.

November 2004 Risk Analysi s

16. The Board did not turn any attention to the further risks in the portfolio until a special meeting of the Board o n
Thursday, November 18, 2004 .

17. Prior to the Board meeting on Thursday, November 18, 2004, certain of the senior officers completed an d
provided a summary of a risk analysis done on the portfolio to the other officers of Crocus. The risk analysis
suggested another significant writedown was necessary . However, as valuations were not completed for variou s
investees the senior officers could not agree as to the extent of the potential writedown, other than to know it would
be significant .

18. On Monday, November 15, 2004 the Finance & Audit committee of the Board met to discus finalizing the annua l
audited financial statement . At this meeting the Finance & Audit Committee of the Board was advised that there wa s
an issue on valuations, but the extent of the issue or any potential writedown was not yet known .

19. On that same date, Albert Beal and Charles Curtis, two of the Board members who attended the meeting of th e
Finance & Audit committee of the Board, signed share valuation certificates to approve the staff prepared valuation s
dated September 24, 2004, October 1, 2004, October 8, 2004, October 15, 2004, October 22, 2004, October 29 ,
2004, November 5, 2004 and November 12, 2004 .



Share Sales And Redemptions Using A Price Which Had Not Been Approved By The Boar d

20. Prior to the Board approval of the share price, the following sales and redemptions of A Shares occurred at th e
indicated price which had been set by Crocus employees :

Date Share Price Sales Redemption s
September 24, 2004 10.61 26,395,62 35018.79
October 1, 2004 10.61 46,539.76 40,133.93
October 8, 2004 10.59 20,765.24 40,988.30
October15, 2004 10 .58 55,216.89 25,655 .88
October 22, 2004 10 .56 36,152.80 52,619.30
October 29, 2004 10.55 31,853.66 34,529.06
November 5, 2004 10.54 9,186.72 44,498.06
November 12, 2004 10 .53 29,256.53 75,341 .24
TOTAL $255,367.22 $348,784 .56

21. On Thursday, November 18, 2004, at a special meeting of the Board, the board received a summary of the ris k
analysis which suggested a further writedown of at least $23 .5 million was imminent. The senior officers of crocus ha d
differing views as to the size of the writedown and the timing of when it would become incorporated into the portfolio
value.

22. The Board was aware that certain senior officers believed a substantial writedown was required to properly valu e
the portfolio. Other senior officers felt a writedown was likely, but did not agree on the amount .

23. On Friday, November 19, 2004, the A Shares were valued at $10 .50 by Crocus employees . Based on that price ,
there were sales of $46,684 and redemptions of $38,051 .52 of A Shares . This did not take into account the
information which had been presented to the Board on November 18, 2004 . The price for the A Shares was no t
approved by the Board until some time after December 3, 2004 .

24. A further presentation was made to interested board members on Tuesday, November 23, 2004 during a meeting
of the Investment Sub-committee which gave greater detail to the information presented on November 18, 2004 to
the full board .

25. On Friday, November 26, 2004, the A Shares were valued at $10 .48 by Crocus employees . Based on that price ,
there were sales of $35,969 .55 and redemptions of $33,378 .83 of A Shares . This did not take into account the
information which had been presented to the Board on November 18, 2004 or November 23, 2004, The price for the A
Shares was not approved by the Board until some time after December 3, 2004 .

26. On Tuesday, November 30, 2004 a full board meeting was held to discuss various options going forward . A
presentation was made by one of the senior officers which presented a different view on the valuation of the portfoli o
and other. issues identified at the Board meeting of November 18, 2004 and the Investment Committee meeting o n
November 23, 2004 .

27. The Board held an in camera meeting after this presentation . It was determined at that time they needed t o
resolve the valuation issues which had been raised and gave directions to the Valuation Sub-committee and a senio r
officer of Crocus to look into retaining an independent valuator . There were no discussions concerning whether t o
suspend trading .

28. On Thursday, December 2, 2004 a full board meeting was held in camera to discuss various issues including th e
roles of senior management. The Board was advised that fee quotes would be sought out for independent valuator s
and brought back to a December 8, 2004 meeting of the Valuation Sub-committee . There was discussion that re-
pricing of the A Shares be considered for the following Friday. There was no discussion concerning whether to suspend
trading . Rather, the Board was concerned about the upcoming sales season and the impact of any potential writedow n
on sales.

29. On Friday, December 3, 2004, the A Shares were valued at $10 .45 by Crocus employees . Based on that price,
there were sales of $27,067 .25 and redemptions of $67,249.75 of A Shares. This did not take into account the
information which had been presented to the Board on November 18, 2004 or November 23, 2004, nor any boar d
discussions after those dates . The price for the A Shares was not approved by the Board until some time afte r



'December 3, 2004 .

30 . On Saturday, December 4, the Board tasked the Executive & Personnel Committee to talk to two of the senio r
officers to determine what their intentions were concerning the fund going forward .

31. On Sunday, December 5, 2004 a conference call was held between the Executive & Personnel Committee and tw o
of the senior officers. During the course of the call one board member (Wally Fox-Decent) indicated that the Boar d
members were not comfortable with the size of the proposed devaluation and asked whether the senior officers woul d
sign the prospectus if the valuation was a lesser amount that the board was more comfortable with . The senior
officers indicated they would not .

32. On Monday, December 6, 2004 the Board met in camera . Amongst other things, the Executive & Personne l
Committee reported on their telephone call with the two senior officers on December 5, 2004 . The report indicated
that the senior officers were committed to the fund and would not sign a prospectus until they felt that the valuatio n
of the portfolio was fair.

33. Peter Olfert expressed concerns that valuations and a renewal prospectus would not be ready for the sales season .
He.confirmed these matters needed to be moved forward as quickly as possible . There was some concern that if th e
valuations were not completed on a timely basis that the Commission would direct the fund to stop selling shares unti l
a share price was determined .

34. On Wednesday, December 8, 2004 there was a meeting between senior officers and Board members relative to
how to proceed . There was discussion at this time that it would be appropriate to request a suspension of trading afte r
the senior officers confirmed they were not prepared to sign certificates on the renewal prospectus until valuation s
had been determined .

35. On Thursday, December 9, 2004 the Board confirmed that a change of share price was imminent and it would b e
irresponsible to continue sales and redemptions until a share price was calculated . The Board directed a delegation
meet with Crocus' underwriters, Crocus' auditors and the Commission concerning the intention to stop trading the A
Shares .

Actual Process For Board Approval Of A Share Price s

36. During the period that the Crocus Prospectus was current, the procedure for setting the A Share Price was as
follows:

a) The calculation to determine price was prepared by the Controller or Assistant Controller each Friday
(the Valuation Day) prior to 3 p .m .

b) Once determined by the Controller or Assistant Controller, the share price was disseminated by e-mai l
to Crocus staff and financial information providers .

c) A share valuation certificate was prepared for signature of two directors .

d) The certificate and a spreadsheet supporting the calculations was sent the week following th e
Valuation Date by regular mail to Robert Hilliard, the Chairman of the Board until September 2004, to hi s
offices at the Manitoba Federation of Labour (the "MFL") with a request to sign it and forward it to Peter
Olfert, who also had an office at the MFL for the second signature . A reply envelope was provided to mai l
the certificate and the supporting calculations to Crocus .

37. Prior to receiving the certificate and supporting spreadsheet for signing, the board member would not know wha t
the A Share Price was for the Valuation Date, nor the basis of the calculation .

38. Between September 28, 2004 and December 3, 2004 the Crocus staff person who normally prepared th e
certificates and sent them for signature was absent .

39. The certificates for November 19, November 26 and December 3 were likewise not prepared for signature unti l
after December 3, 2004, after which time arrangements were made to have them signed by two Directors, Pete r
Olfert and Sylvia Farley.



40. Between January 23, 2004 and December 3, 2004, Crocus had gross sales of $16,539,060 .29 A Shares, and gross
redemptions of $8,039,217 .21 .

C. ALLEGATION S

1. Staff of the Commission allege that :

a) The Crocus Prospectus did not contain full plain and true disclosure concerning the A Share Price, i n
that the Board routinely and consistently failed to determine the fair value of the Class "A" Commo n
Shares of the Fund as at each valuation date .

b) The Board of Crocus acted in a manner contrary to the public interest in failing to comply with its
statutory obligations, as disclosed in the prospectus, that the fair value of the Class "A" Common Share s
of the Fund shall be determined by the Board as at each valuation date .

c) The Crocus Prospectus did not contain full plain and true disclosure concerning the A Share Price, i n
that contrary to the disclosure in the Crocus Prospectus, Crocus accepted subscriptions and paid ou t
redemptions for A Shares using an A Share Price which had not been approved by the Board as at eac h
valuation date .

d) Crocus acted In a manner contrary to the public interest in accepting subscriptions and paying ou t
redemptions for A Shares using an A Share Price which had not been approved by the Board as at eac h
valuation date.

e) The Board of Crocus acted in a manner contrary to the public interest in failing to establish
appropriate procedures to ensure compliance with its statutory obligations, as disclosed in th e
prospectus, that the fair value of the Class "A" Common Shares of the Fund shall be determined by th e
Board as at each valuation date .

f) The Board of Crocus acted in a manner contrary to the public interest when, between the April, 200 4
and September 2004, it failed to ensure valuations were completed in a timely manner .

g) The Board of Crocus acted in a manner contrary to the public interest in failing seek a suspension o f
trading for the A Shares on November 18, 2004 when they became aware of a change which may have a
material effect on the value of any investment asset of the Fund .

h) The Board of Crocus acted in a manner contrary to the public interest when they became aware of a
change which may have a material effect on the value of any investment asset of the Fund, and took n o
steps to cause a revaluation of the investment asset or investment assets affected by the change as a t
that valuation date (being . Friday November 19, 2004) .

i) Robert Hilliard, Peter Olfert, Charles Curtis, Sylvia Farley and Albert Beal, all members of the board ,
acted in ,a manner contrary to the public Interest when they executed share valuation certificates t o
signify the Board approved the A Share Price after the Valuation date in question and after the price had
been set by Crocus staff and used for the purposes of sales and redemptions of A Shares which wer e
completed prior to the Board Members approving the share price .

j) Charles Curtis and Albert Beal, both members of the Board, acted in a manner contrary to the publi c
interest in executing 8 share valuation certificates indicating Board approval of the A Share Price o n
November 15, 2004 after the price had been set by Crocus staff and used for the purposes of sales an d
redemptions of A Shares which were completed prior to the Board Members approving the share price .

k) Charles Curtis and Albert Beal, both members of the Board, acted in a manner contrary to the publi c
interest in executing 8 share valuation certificates indicating Board approval of the A Share Price o n
November 15, 2004 after being told at a Finance and Audit Committee meeting that there was a materia l
change to the valuation of the portfolio .

I) Peter Olfert and Sylvia Farley, both members of the Board, acted in a manner contrary to the publi c
interest by signing 3 share valuation certificates indicating Board approval of the A Share Price o f
November , 2004 after being aware that there was a material change to the valuation of the portfolio .



rn) Waldron Fox-Decent a member of the Board, acted in a manner contrary to the public interest i n
asking senior officers whether they would sign the certificates to the prospectus using a valuation for th e
portfolio which did not reflect a fair valuation of the Fund's portfolio .

pATED at Winnipeg, Manitoba this 4th day of April, 2005 .

Director, Legal and Enforcement

TO:

	

Fillmore Riley LL P
Peter Davey
Counsel to Crocus Investment Fun d

And to :

	

D'Arcy & Deacon LLP
Ken Filkow, Q.C.
Special Counsel to the Board Member s

And to:

	

Tadman & Tadman
Martin Tadma n
Counsel to Robert Hilliard

Appendix A

5. VALUATION

5.01 Introduction.

The largest source of the Fund's capital has and is expected to continue to come from the issue of Common Shares .
The Fund also will be the principal purchaser of issued Common Shares . Since the Fund will be both. selling and
redeeming Common Shares on a regular basis, the manner in which shares are sold and redeemed is an importan t
aspect of the Fund's business operation . It is also important that the price at which the Common Shares are sold an d
redeemed is a fair price for both the Fund and its shareholders .

The Fund is required to issue Common Shares and to redeem Common Shares pursuant to Permitted Redemptions at
the Pricing NAV Per Common Share determined as of the relevant Valuation Date . Generally, the Pricing NAV Pe r
Common Share at any particular Valuation Date will be the quotient obtained by dividing the net asset value of th e
Fund plus the amount of unamortized deferred sales charges (less any amount that would be paid in priority to th e
other classes ofshares on a liquidation, dissolution or winding-up) by the aggregate number of Common Shares an d
Class I Shares other than Series Three Shares outstanding at such time . Due to the nature of the Fund's Investmen t
Assets, however, the Pricing NAV Per Common Share will be an approximation that is subject to uncertainty . See
Section 15:09 "Risk Factors - Valuations" .

The Fund calculates its Pricing NAV Per Common Share in accordance with its valuation methodology as detailed in th e
prospectus, in accordance with the rules set out in the Crocus Act and in the Valuation Policies .

To ensure the consistent application of a fair mechanism for determining the Pricing NAV Per Common Share and th e
MV, the Fund has adopted procedures for determining these values and has adopted the Valuation Policies wit h
respect to the valuation of its Investment Assets that are sufficiently flexible to allow any unusual circumstances to b e
taken into account by the Board of Directors .

5.02 Valuation of Fund Assets.

General . The net asset value of the Fund generally represents an amount equal to the difference between the valu e
of the assets of the Fund and the amount of the debts of the Fund . The net asset value of the Fund will be determine d
as at each Valuation Date. For this purpose, the value of the Fund's assets generally will be the aggregate of :

- in respect of Investment Assets for which a published market value exists, except in certain circumstances discusse d
below, the published market value as at the relevant Valuation Date ;

- in respect of Investment Assets for which no published market value exists, the net realizable value of such



Investment Assets determined in accordance with the Crocus Act and the Valuation Policies (which, in the first twelv e
months following the acquisition of an Investment Asset is the cost of such Investment Asset to the Fund, subject t o
the requirement to revalue such asset in certain circumstances as discussed below) ; and

- in respect of any asset that is not an Investment Asset, the cost of such asset less any accumulated depreciation o r
amortization applicable to it as determined by the Board of Directors in consultation with the auditors of the Fund .

In each case where an Investment Asset is to be valued at its net realizable value determined in accordance with th e
Crocus Act and the Valuation Policies, net realizable value means the amount which would be received by the Fun d
from the sale of the Investment Asset on an orderly basis over a reasonable period of time in an arm's length sal e
between the Fund and an informed, knowledgeable and willing purchaser, acting without restraint .

Valuation of Investment Assets for Which No Published Market Exists . An Investment Asset for which there i s
no published market value will be valued at its cost for the first twelve months following the date such Investmen t
Asset was acquired by the Fund . The Board of Directors will require a revaluation to be made of an Investment Asset
within this twelve month period if it is of the opinion that there has been a change which may have a material effec t
on the value of the Investment Asset . After the initial twelve month period, such Investment Asset will be valued at its
net realizable value, as determined by the Board of Directors annually in accordance with the Crocus Act and th e
Valuation Policies .

In order to assist the Board of Directors in valuing Investment Assets for which no published market exists, or fo r
which a published market exists but the Board of Directors has determined that such Investment Assets could not b e
readily disposed of through such market at the applicable Valuation Date, it will obtain a report by such qualifie d
person as the Board of Directors has approved, which may be the staff valuation committee, giving an opinion of th e
fair value of such Investment Assets as of the respective anniversary dates of the acquisition of such Investmen t
Assets or, if approved by the Board of Directors, as of the financial year end of each respective investee company .
Where on any Valuation Date the Board of Directors determines that there has been a change which may have a
material effect on the value of any Investment Asset, it shall cause a revaluation of any such Investment Asset .

The Valuation Policies provide that the Board of Directors may cause a qualified person, which may be the auditor of .
the Fund, to review from time to time as the Board of Directors may deem appropriate the methodologies used by th e
Fund in valuing its Investment Assets to ensure that the Fund has appropriate systems in place to properly value its
Investment Assets in the manner contemplated by the Valuation Policies .

5.04 Calculation of Pricing NAV Per Common Share .

Subject to Section 5 .05 below, the Pricing NAV Per Common Share on each Valuation Date will be the fair value of a
Common Share determined in accordance with the Crocus Act and the Valuation Policies . To assist in determining the
fair value of a Common Share at a Valuation Date, the Board of Directors will have an independent qualified perso n
(the "valuator") prepare a report setting out an opinion as to the manner hi which the fair value of a Common Shar e
should be calculated by the Fund's internal accountants as at such date . Presently, the valuator retained for thi s
purpose is KPMG LLP. Such report is to be prepared at each Valuation Date, unless the Board of Directors determine s
that since the preceding Valuation Date there has been no change in the assets or liabilities of the Fund which coul d
have a material effect on the manner of calculating the fair value of a Common Share, in which case the preparatio n
of the report may be dispensed with for such Valuation Date and the calculation determining the value of the Commo n
Shares as at such Valuation Date shall be done by the internal accountants of the Fund in accordance with th e
previous report.

Appendix B

Valuation

15(11 The fair value of the Class "A" Common Shares of the Fund shall be determined by the Board as at eac h
valuation date .
Asset valuation

1.5(2) For the purpose of determining the fair value of the Class "A" Common Shares of the Fund as at any valuatio n
date, the value of the investments assets of the Fund on that valuation date shall be determined by the Board in



accordance with the following rules :

(a) investment assets held by the Fund for which there is a published market value shall be valued a t
their published market value as at the valuation date ;

(b) if, despite the existence of a published market value for particular investment assets of the Fund ,

(i) in the opinion of the Board such investment assets could not readily be disposed o f
through such market at the valuation date, the Board may adjust the value of those asset s
to reflect the amount which would likely be realized from their sale, o r

(ii) it was the intention of the Board at the time such assets were acquired to hold them a s
a fixed income security until maturity, the Board may value those assets at cost, adjusted
to reflect the amortized portion of the discount or premium, as the case may be ;

(c) for each valuation date preceding the first anniversary of the date on which it was acquired by th e
Fund, an investment asset held by the Fund for which there is no published market value shall be value d
at its cost unless the Fund is required by subsection (6) to revalue the assets prior to the expiration o f
that one year period ;

(d) for each valuation date following the first anniversary of the date on which it was acquired by th e
Fund, each investment asset held by the Fund for which there is no published market value shall b e
valued at its net realizable value as at that date ;

(e) assets of the Fund other than investment assets shall be valued at cost less any depreciatio n
applicable to them as determined by the Board in consultation with the auditors of the Fund .

Definition of "net realizable value"

153 In this section, "net realizable value", means the amount which would be received by the Fund from the sale of
the investment asset on an orderly basis over a reasonable period of time in an arm's-length sale between the Fun d
and an informed, knowledgeable and willing purchaser, acting without restraint .

Report of valuation

15(4) For the purpose of determining the net realizable value of an investment asset, the Board shall cause a perso n
qualified to make an evaluation of the investment asset to prepare a report annually, as at each anniversary date of .
the acquisition of the investment asset, giving his or her opinion as to the fair value of the investment asset .

Duty of Board in determining valu e

15(5) In determining the net realizable value of an investment asset the Board shall have regard to the report unde r
subsection (4), to any other bona fide arm's-length transactions respecting the investment asset which in the opinio n
of the Board provide a valid indication of the net realizable value of the investment asset and to such other factors a s
the by-laws of the Fund may provide .

Revaluation

150.) If on any valuation date the Board determines that there has been a change which may have a material effec t
on the value of any investment asset of the Fund, the Board shall cause a revaluation of the investment asset o r
investment assets affected by the change as at that valuation date .

Duty of the Board in determining valu e

15(7) Subject to subsection (8), for the purpose of assisting it in determining the value of the Class "A" Common
Shares at a valuation date, the Board shall cause a person qualified to make an evaluation of the Fund to prepare a
report stating his or her opinion as to the manner in which the value of the Class "A" Common Shares should b e
calculated by the accountants to the Fund at such valuation date on the assumption that the values of the investmen t
assets of the Fund at that valuation date are the values determined in accordance with the rules set out in thi s
section .



Eaccpptio n

J If on any valuation date the Board determines that since the preceding valuation date there has been no chang e
in the assets or liabilities of the Fund which could have a material effect upon the manner of calculating the value o f
the Class AN Common Shares of the Fund, the Board may dispense with the report as to the manner in which th e
value of the Class "A" Common Shares should be calculated, and, when it does so, the calculation determining th e
value of the Class "A" Common Shares shall be done by the accountants to the Fund in accordance with the last repor t
prepared by the person qualified to make an evaluation of the Fund .



Deloitte & Touche inc.
360 Main Stree t
Suite 230 0
Winnipeg MB R3C 3Z 3
Canada

Tel : (204) 944-360 2
Fax : (204) 947-268 9
ruholmes@deioitte .c a
www .deioltte .ca

June 29, 2005

DELIVERED

COPY

Dear

Re: Crocus Investment Fund ("Crocus")

As you may be aware, pursuant to an Order of the Manitoba Court of Queen's Bench dated June 28 ,
2005, Deloitte & Touche Inc. ("Deloitte") was appointed Receiver/Manager of Crocus Investment Fund .
A copy of the Order is available at www.deloitte .com/ca/crocusfund .

Would you kindly advise us by return as to the status of any matters which you are currently handling
for which you would intend to render an account to Crocus . Further in that regard, we would also ask
that a current statement of account be provided to the Receiver as at June 28 6, 2005, for the Receiver's

consideration .

Until the Receiver has had an opportunity to understand these matters, no further work should b e
performed without the prior written approval of the Receiver, or its receivership counsel, other than t o
notify us immediately of any matters requiring urgent action . We will not guarantee payments of
accounts on a go forward basis should you choose to carry on any additional work without our prio r

written approval .

Yours truly,

DELOITTE & TOUCHE INC., in it s
capacity as Receiver/Manager of Crocu s
Investment Fund and not in its personal
capacity .

Per: A. R. Holmes
Senior Vice-President

Exhibit E
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WALSH & COMPANY
BARRISTERS AND ATTORNEYS-AT-LAW

426 PORTAGE AVENUE
WINNIPEG, MANITOBA R3C OC 9

TELEPHONE : (204) 947-228 2
FAX : (204) 943-021 1

July 6, 2005

Hill, Abra, Dewar
2760 - 360 Main Street
Winnipeg, Manitoba
R3C 3Z3

	

Via Courier

Attention: Mr. Robert A . Dewar, Q.C.

Dear Mr. Dewar:

Re:	 Crocus Investment Fund - List of Shareholder s

We understand that you are counsel for Deloitte Touche LLP, who have been appointed
interim receivers of the Crocus Investment Fund ("Crocus") .

We enclose herewith an affidavit sworn by Mr. Bellan, a shareholder of Crocus . Kindly
consider this letter to be an application pursuant to the provisions of subsection 21(3) of The
Corporations Act, C.C.S.M. c. C225 (the "Act") for a "Basic List" of the shareholders of Crocu s
as that term is defined in subsection 21(3) of the Act .

As you know, our firm along with Mr . Harvin Pitch and Mr . Colin Stevenson of Stevenson s
Professional Corporation, act for the Crocus Investors Association and Mr . Bernie Bellan . We
will be filing shortly a class action suit against Crocus on behalf of Mr . Bellan and those wh o
invested in Crocus .

In addition to the Basic List of shareholders, we ask that Walsh & Company and Stevenson s
Professional Corporation be added to the list of counsel who receive notice of all further
proceedings concerning the appointment of a Receiver for Crocus. It is our intention to appea r
and seek leave to address the Court when the matter concerning the appointment of a
Receiver is next heard .

We also ask that you confirm on behalf of your client, that no legal fees will be paid on behal f
of directors, officers, or employees of Crocus with respect to any proceedings involving Crocu s
including, but not limited to, proceedings before the Manitoba Securities Commission, any civil
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claims made against the directors, officers of employees, and any criminal proceedings tha t
may be initiated against the directors, officers, or employees .

We look forward to hearing from you at your very early convenience concerning the above
matters.

Yours truly ,

WALSH & COMPANY

Per:

	

a
PAUL WALSH, Q.C .
PW/ar
Enclosure (1 )

cc -

	

Mr. B. Bella n
Mr, H. Pitch
Mr. Colin Stevenson



AFFIDAVIT OF BERNARD W. BELLAN

I, Bernard W. Bellan, of the City of Winnipeg, in the Province of Manitoba, lette r

carrier,

MAKE OATH AND SAY :

1.

	

I own 350 Class A shares of the Crocus Investment Fund ("Crocus") . I reside at

979 Queenston Bay, in the City of Winnipeg, in the Province of Manitoba.

2. This affidavit is sworn in support of an application made pursuant to subsectio n

21(3) of The Corporations Act, C .C.S.M. c. C225 (the "Act') requiring Crocus to furnis h

a list of shareholders setting out the names of all of the shareholders of Crocus, th e

number of shares owned by each shareholder, and the address of each shareholder a s

shown on the records of Crocus (the "Basic List") within 10 days from the receipt of thi s

affidavit.

3.

	

The Basic List will not be used for any purpose save those expressly permitte d

by subsection 21(9) of the Act .



2

4.

	

I make this Affidavit bona fide and in support of the application to receive a Basi c

List from Crocus .

Sworn before me a t
the City of Winnipeg
in the Province of Manitoba
this , day of July, 2005

.
A Notary Public in and fo r
The Province of Manitoba

Bernard W. Bellan
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File No. CI 05-01- 4Z-LS-

THE QUEEN'S BENC H
Winnipeg Centre

BETWEEN:

BERNARD W . BELLAN

Plaintiff,

- and -

CHARLES E. CURTIS, PETER OLFERT, WALDRON (WALLY )
FOX-DECENT, LEA BATURIN, ALBERT R. BEAL, RON WAUGH ,

DIANE BERESFORD, SYLVIA FARLEY, ROBERT HILLIARD ,
ROBERT ZIEGLER, JOHN CLARKSON, DAVID G . FRIESEN ,
HUGH ELIASSON, SHERMAN KREINER, JAMES UMLAH ,

JANE HAWKINS, JANICE LEDERMAN ,
PRICEWATERHOUSECOOPERS LLP, NESBITT BURNS INC . ,

WELLINGTON WEST CAPITAL INC . ,
CROCUS CAPITAL INC., THE MANITOBA SECURITIES COMMISSION

and THE CROCUS INVESTMENT FUND

Defendants

STATEMENT OF CLAI M

STEVENSONS PROFESSIONAL
CORPORATIO N
144 Front Street West, Suite 400
Toronto, Ontario
M5J 2L7
416-865-5310/416-599-7900
416-365-7702/416-599-7910 (fax )

Harvin D . Pitch (counsel)/Colin P . Stevenson
File No. 0105011 8

..; t 1 \

WALSH & COMPANY
426 Portage Avenue
Winnipeg, Manitob a
R3C OC9

204-947-2282
204-943-0211 (fax )

Paul V. Walsh, Q .C ./J . David L. Soper
File No.



THE QUEEN'S BENC H
Winnipeg Centr e

BETWEEN:

BERNARD W. BELLAN

Plaintiff ,

and -

CHARLES E. CURTIS, PETER OLFERT, WALDRON (WALLY)
FOX-DECENT, LEA BATURIN, ALBERT R. BEAL, RON WAUGH ,

DIANE BERESFORD, SYLVIA FARLEY, ROBERT HILLIARD ,
ROBERT ZIEGLER, JOHN CLARKSON, DAVID G . FRIESEN ,
HUGH ELIASSON, SHERMAN KREINER, JAMES UMLAH ,

JANE HAWKINS, JANICE LEDERMAN ,
PRICEWATERHOUSECOOPERS LLP, NESBITT BURNS INC . ,

WELLINGTON WEST CAPITAL INC . ,
CROCUS CAPITAL INC ., THE MANITOBA SECURITIES COMMISSIO N

and THE CROCUS INVESTMENT FUND

Defendants

Proceedings under The Class Proceedings Act, C.C .S.M. c. C130

STATEMENT OF CLAI M

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YO U
by the plaintiff . The claim made against you is set out in the following pages .

IF YOU WISH TO DEFEND THIS PROCEEDING, you or a Manitoba
lawyer acting for you must prepare a statement of defence in Form 18A prescribe d
by the Queen's Bench Rules, serve it on the plaintiff's lawyer or, where the plaintiff
does not have a lawyer, serve it on the plaintiff, and file it in this court office,
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WITHIN 20 DAYS after this statement of claim is served on you, if you are serve d
in Manitoba.

If you are served in another province or territory of Canada or in the
United States of America, the period for serving and filing your statement of defenc e
is 40 days. If you are served outside Canada and the United States of America, th e
period is 60 days .

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MA Y
BE GIVEN AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHE R
NOTICE TO YOU .

	

4.i
`yam

.ii, 1 C)

IZM T. .

July 12, 2005

	

Issued by
Registra r

TO:

	

CHARLES E. CURTI S
596 South Driv e
Winnipeg, Manitoba
R3T OBI

AND TO : PETER OLFERT
432 Dunrobin Avenu e
Winnipeg, Manitob a
R3K OT8

AND TO: . WALDRON (WALLY) FOX-DECEN T
4553 Roblin Boulevard
Winnipeg, Manitob a
R3R 0G2

AND TO: LEA BATURIN
26 Bramton Stree t
Winnipeg, Manitoba
R2M 4P8

AND TO: ALBERT R. BEA L
R.R . 2
Box 1 5
Lorette, Manitob a
ROA OYO
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AND TO: RON WAUGH
c/o 10th Floor, 155 Carlton Street
Winnipeg, Manitoba

AND TO: DIANE BERESFORD
P.O. Box 373
Notre Dame de Lourdes, Manitoba
ROG IMO

AND TO: SYLVIA FARLEY
c/o 503-275 Broadway
Winnipeg, Manitoba

AND TO: ROBERT HILLIAR D
155 Borebank Stree t
Winnipeg, Manitoba
R3N 1E1

AND TO: ROBERT ZIEGLE R
22 Ramblewood
Winnipeg, Manitoba

AND TO: JOHN CLARKSO N
42 Harradence Clos e
Winnipeg, Manitoba
R3Y 1 K5

AND TO: DAVID G. FRIESE N
Highway 3 0
P.O. Box 720
Altona, Manitob a
ROG OBO

AND TO: HUGH ELIASSON
86 Tamarack Ba y
Winnipeg, Manitoba
R2R OG2

AND TO: SHERMAN KREINER
180 West Gate
Winnipeg, Manitoba
R3C 2E1
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AND TO: JAMES UMLAH
609 South Drive
Winnipeg, Manitoba
R3C OCI

AND TO : JANE HAWKIN S
87 Brencliffe Driv e
Winnipeg, Manitob a
R3P 2B7

AND TO: JANICE LEDERMA N
181 Ridgedale Crescent
Winnipeg, Manitoba
R3R 0B4

AND TO : PRICEWATERHOUSECOOPERS LL P
Richardson Buildin g
1 Lombard Place
Suite 2300
Winnipeg, Manitob a
R3B 0X6

AND TO: NESBITT BURNS INC .
Commodity Exchange Towe r
360 Main Street
Suite 1400
Winnipeg, Manitob a
R3C 3Z3

AND TO: WELLINGTON WEST CAPITAL INC .
200 Waterfront Drive
Suite 400
Winnipeg, Manitoba
R3B 3P 1

AND TO : CROCUS CAPITAL INC .
211 Bannatyne Avenu e
5th Floor
Winnipeg, Manitoba
R3B 3P2
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AND TO: THE MANITOBA SECURITIES COMMISSIO N
1130-405 Broadway
Winnipeg, Manitoba
R3C 3L6

AND TO: THE CROCUS INVESTMENT FUN D
275 Broadway
Suite 303
Winnipeg, Manitoba
R3C 4M6



_g _

CLAIM

The plaintiff claims, on his own behalf and on behalf of each and every

person, wherever resident, who dealt in shares of the Crocus Investment Fund (th e

Crocus Fund) between October 1, 2000 to December 10, 2004 (the Class Period )

and suffered a loss as a result thereof, except those persons hereinafter exclude d

(the Class Members) :

(a) an order certifying this proceeding as a class proceeding an d

appointing the plaintiff as representative plaintiff ;

(b) a declaration that the defendants, Charles E . Curtis, Peter Olfert ,

Waldron (Wally) Fox-Decent, Lea Baturin, Albert R . Beal, Ron Waugh ,

Diane Beresford, Sylvia Farley, Robert Hilliard, Robert Ziegler, Joh n

Clarkson, David G. Friesen and Hugh Eliasson, Sherman Kreiner ,

James Umlah, Jane Hawkins and Janice Lederman (collectivel y

hereinafter referred to as the Insiders) or any of them, or person s

acting under their direction and control, priced the Crocus Fund at

inflated values, overstated the Crocus Fund share price valuations an d

issued or caused to be issued prospectuses which were materially

false because they contained the Representation (described i n

paragraph 8 below) ;

(c) a declaration that the Representation made by the Insiders, were

made oppressively and in breach of s, 141 of The Securities Act,
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C.C .S.M. c. S50 (the Securities Act) and s . 234 of The Corporations

Act, C .C.S.M. c. C225 (the Corporations Act) ;

(d) a declaration that the Insiders, by making the Representation ,

breached s . 52(1) of the Competition Act, R.S.C . 1985, c . C-34, as

amended (the Competition Act (Canada)), and are liable for damage s

under s . 36 ;

(e) a declaration that the defendants, Wellington West Capital Inc .

(Wellington West) and Nesbitt Burns inc . (Nesbitt Burns), breached s .

141 of the Securities Actand s. 52(1) of the Competition Act (Canada) ;

(f) a declaration that PricewaterhouseCoopers LLP (PWC) breached it s

duty of care to the plaintiff and the other class members an d

negligently represented in its auditors' reports which were incorporated

into the Crocus Fund prospectuses that the Crocus Fund financia l

statements were materially accurate and that the share price valuatio n

was reasonable and accurate and did not contain an y

misrepresentation of material facts (the PWC Opinion), which opinio n

was given in part for the purpose of allowing the Crocus Fund to offe r

shares to the public and with the expectation and knowledge tha t

investors would rely on it and was negligent in the performance of th e

professional services it provided as auditor of the Crocus Fund ;

(g) a declaration that PWC breached s . 52(1) of the Competition Act

(Canada) by representing in its PWC Opinion that the financial
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statements were fairly presented and that the share price valuation

was reasonable and accurate, and is liable for damages under s . 36 ;

(h) a declaration that The Manitoba Securities Commission (MSC) owed

a duty of care to the plaintiff and to the other class members to ensur e

the Crocus Fund prospectuses contained full, true and plain disclosur e

of all material facts relating to the value of the Crocus Fund and it s

class A shares and to undertake a reasonable and prudent

investigation of complaints concerning the valuation of the Crocu s

Fund and the MSC has breached its duty of care and has thereby

acted in a grossly careless and reckless manner, amounting to ba d

faith ;

(i) an order compensating the plaintiff and plaintiff class as aggrieved

persons pursuant to s . 234 of The Corporations Act (Manitoba) fo r

oppression;

(j) a declaration that the business or affairs of the Crocus Fund hav e

been carried on or conducted in a manner that is oppressive, unfairl y

prejudicial or which unfairly disregards the interests of the plaintiff an d

the plaintiff class ;

(k) a declaration that the powers of the directors of the Crocus Fund have

been exercised in a manner that is oppressive or unfairly prejudicial o r

which unfairly disregards the interests of the plaintiff and the plaintiff

class ;
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(1)

	

damages in the sum of $150,000,000 for oppression, negligence ,

(gross negligence and recklessness as against MSC), breach of s . 14 1

of the Securities Act, s . 234 of the Corporations Act and ss . 36 and 5 2

of the Competition Act (Canada) ;

(m) punitive and exemplary damages in the sum of $50,000,000 or suc h

other sum as this Honourable Court may find appropriate ;

(n)

	

a reference or such other directions as may be necessary to determine

issues relating to liability and damages not determined in the trial o f

the common issues;

	

-

(o)

	

prejudgment and post judgment interest pursuant to The Court of

Queen's Bench Act, C.C.S.M. c. C280 ;

(p) an order granting leave to have the issues in this action tried by a jur y

in accordance with s . 64(2) of The Court of Queen's Bench Act ,

C.C .S.M., c.C280;

(q) costs of this action pursuant to The Court of Queen's Bench Act,

C.C.S.M. c. C280 and s . 36 of the Competition Act (Canada) as

between a solicitor and his own client, including any applicable taxes ;

and ,

(r) such other relief as this Honourable Court may deem just .

2.

	

Excluded from the class membership are the defendants, members o f

the immediate family of each of the individual defendants, subsidiaries or affiliates
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of the corporate defendants, corporations or entities controlled by any perso n

referred to above and the legal representatives, heirs, successors and assigns of an y

person referred to above .

3. The plaintiff has joined the defendants, the Crocus Fund and Crocu s

Capital Inc., in order to be bound by the orders issued by way of judgment in thi s

action .

DEFINED TERM S

4.

	

The defined terms used throughout this statement of claim are

attached in schedule 1 and hereby incorporated by reference into this claim .

OVERVIEW

5. The Crocus Fund is a labour sponsored venture capital corporatio n

created by The Crocus Investment Fund Act, C.C .S .M. c. C308 (the Crocus Act) .

The Crocus Fund has been a reporting issuer in Manitoba since 1992 .

6. The Crocus Fund engaged in a continuous offering of its class A

common shares under a prospectus which did not change in any material respec t

from the commencement of the class period on October 1, 2000 . The most recent
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prospectus is dated January 21, 2004, amended October 14, 2004 . The 1999

prospectus was used to sell the class A common shares in 1999 and 2000 .

Prospectuses which were identical in all material respects, except as provide d

otherwise below, were issued in 2001, 2002, 2003 and 2004 . They are collectively

referred as "the prospectus" .

7. The prospectus, at all material times, contained a certificate signed by

two officers of the Crocus Fund and two members of the board of directors on behal f

of all of the board of directors that the prospectus constituted full, true and plai n

disclosure of all material facts relating to the securities offered by the prospectus i n

accordance with part VII of the Securities Act and the regulations thereunder and

does not contain any misrepresentation .

$. Throughout the class period the Insiders continually made th e

Representation, namely, that the Crocus Fund was properly valued at fair value an d

that the share price was not overstated (the Representation) . This single

Representation was made by the Insiders or any of them and persons acting unde r

their direction and control and by Wellington West and Nesbitt Burns (the latter i s

liable for the period 1999-2001 only) through the prospectus .
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PARTIES AND BACKGROUN D

Plaintiff

9. The plaintiff, Bernard W . Bellan (Behan), lives in the City of Winnipeg ,

in the Province of Manitoba, and is a letter carrier . He owns 350 class A commo n

shares of the Crocus Fund, the particulars of which are as follows :

DATE NUMBER O F
SHARES

PURCHAS E
COST PER

SHARE

REDEMPTIO N
COST PER

SHARE

TOTAL COST
(PROCEEDS )

September 1993 350 bought $10 .00 $3,500 .0 0

February 1996 255.755 bought $11 .73 $3,000.00

January/February 2001 350 reinvestment - $13.98 $4,893 .00

March 2003 (255 .755) sold $12.64 ($3,232 .74)

10. As set out above, the Crocus Fund offers class A common shares (th e

A shares) to the public by prospectus . The subscription process for A shares i s

described in the prospectus .

Valuation Process

11. On every Valuation Date (every Friday), the Crocus Fund calculates a

pricing NAV (net asset value) per common share (the A share price) as at 3 :00 p .m.

on the Valuation Date . The A share price is the price at which one A share can be
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purchased or redeemed on the Valuation Date . All subscriptions for A shares an d

requests for redemption for A shares which have been received since the last

Valuation Date are processed on the Valuation Date using the A share price . Al l

purchases and redemptions are processed in this manner .

12. The Crocus Fund prospectus sets out the manner in which the A shar e

price is established starting at page 27, in its most recent iteration, In summary, th e

process is :

(a) on each Valuation Date the board of directors (the board) is require d

to determine the fair value of the A shares ;

(b) the board must follow a specific set of rules for determining the fai r

value of the A shares . This requires the board to determine the valu e

of the investment assets of the Crocus Fund on each Valuation Date ;

(c) there are specific rules for determining the value of the investment

assets based upon whether or not the investment assets have a publi c

market (e.g ., are listed on a stock exchange) ;

(d) if, on a Valuation Date, the board has determined there is a chang e

which may have a material effect on the value of any investment asse t

the board shall cause a reevaluation of that investment asset o r

investment assets as at the Valuation Date;

(e) the board, in 1999, delegated the setting of .the A share price to any

two directors of the board who were authorized to sign a share pric e

valuation certificate on behalf of the board as a whole,
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13. The board established a process for determining the value of th e

investee companies to establish a net realizable value for the portfolio .

14. The staff valuation committee prepared the valuation for each investe e

company in the portfolio. Valuations were to be prepared at least annually wher e

there was no public market for the securities of the investee company .

15.

	

A valuation was not to be accepted unless all the members of the staf f

valuation committee agreed on a value .

16. Once valuations were completed they were to go to the valuatio n

subcommittee of the board which comprised two or three board members and a n

external valuator who was to do a limited review of the valuations and advise th e

valuation subcommittee .

17.

	

The valuation subcommittee was scheduled to meet monthly. If

valuations were not available to be considered the meeting was to be cancelled .

18. On October 1, 2000 there were approximately 30,000 shareholders

with approximately 11,000,000 outstanding shares . At the end of the class perio d

(December 10, 2004) there were approximately 35,000 shareholders wit h

approximately 13,500,000 outstanding shares . The publicly announced value of the
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Crocus Fund on October 1, 2000 was $14 .93. On October 1, 2004 the publicl y

announced value of the Crocus Fund was approximately $190,000,000 and the pric e

per share was $10.61 .

2002 Sotidarite Transactio n

19.

	

Under the Crocus Act, the Crocus Fund is required to maintain a

minimum reserve account equal to the greater of :

20.

(a)

(b)

15% of the fair market value of its investment assets ; and

50% of the total of its outstanding guarantees .

Under the Crocus Act, in the event that the Crocus Fund fell below its

minimum reserve requirements for a period of more than 60 days, the Ministe r

responsible for the Crocus Fund could declare the common shares of the Crocu s

Fund ineligible for tax credits. If that happened, the ability of the Crocus Fund t o

raise additional capital would be seriously curtailed or precluded .

21 . In 2002, the Crocus Fund prepared an internal cashflow projection

analysis covering the period July 2002 to September 2004 . That analysis showed

that without significant additional capital the Crocus Fund could fall short of it s

minimum reserve requirements by October 2002 and would stay below its minimu m

requirements until December 2002 — a 90 day period .
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22. In order to prevent a shortfall in its minimum reserve requirements, th e

Crocus Fund negotiated a short term institutional "investment" of $10,000,000 fro m

the Fonds de Solidarite FTQ (Solidarite) a Quebec-based labour sponsore d

investment fund.

23. Prior to receiving the funds from Solidarite, the Crocus Fund had falle n

below its minimum reserve requirement . Without the Solidarite funds, the Crocu s

Fund would have been in breach of its minimum reserve requirements and woul d

have been unable to raise additional capital .

24. In the summer of 2002, the Crocus Fund arranged with Solidarite fo r

Solidarite to make a $10,000,000 "investment" in institutional shares (class 1) of th e

Crocus Fund, a special class of preferred shares created by the Crocus Fun d

especiailyforthetransaction, On November 15, 2002, a final agreement was signe d

for the issuance of 790,513 .83 series 3 class 1 special shares for consideration of

$10,000,000. The shares carried a 10% guaranteed annual dividend rate .

25. The agreement was highly restrictive and one-sided in favour of

Solidarite . The plaintiff pleads that the transaction, rather than being an "investment "

was in effect an onerous loan and was improperly and inaccurately characterised in

the relevant financial statements of the Crocus Fund as an investment. The

agreement further provided that Solidarite could require the Crocus Fund t o

purchase all or any part of said shares after May 15, 2004 and that the Crocus Fund
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was required to purchase any remaining outstanding shares at November 15, 2004 .

The agreement provided as well for a 10% penalty (in addition to the annua l

dividend) on any shares outstanding after November 15, 2004 and 10% interest o n

unpaid dividends . Under the agreement, Sofldarite had a guaranteed right to th e

dividend payment and it was not discretionary . Had the Crocus Fund not pai d

dividends (which were paid even when the Crocus Fund was in a loss and defici t

position), Solidarite could have taken action to collect the principal investmen t

amount, outstanding dividends and any interest penalties from the Crocus Fund .

These characteristics are fundamental characteristics of a liability rather than a n

investment. The unconditional requirement to repay demonstrates that the

transaction was a loan .

26. The plaintiff pleads that the mis-characterisation of the "investment" i n

the financial statements referred to in this pleading, constitutes a part of the

Representation in that the effect inflated the value of the shares of the Crocus Fund .

27. The plaintiff pleads that the conduct of the Insiders in participating an d

consenting to or in failing to disclose the true nature of that arrangement constitute s

oppression .
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Regulatory Intervention

28 . The defendant, the MSC, issued a cease trading order and the Crocus

Fund ceased redeeming its shares on December 10, 2004 . In April 2005 the acting

CEO of the Crocus Fund suggested that the current value of its shares was jus t

below $7.00, almost a third less than their supposed value when trading was halted .

The devaluation amounts to a $46,000,000 decrease in the Crocus Fund's net asse t

value. Trading remains halted and more than 30,000 Manitoba investors are stil l

unable to access their investments which total more than $150,000,000. An interi m

receiver of the Crocus Fund was appointed on the motion of the MSC on or abou t

June 27, 2005. in fact, the net asset value of the Crocus Fund is now substantiall y

less than $7 .00 per share and the plaintiff and plaintiff class will likely recover les s

than 20% of their investment .

29.

	

In a May 2005 report Manitoba's Auditor General identified severa l

issues concerning the Crocus Fund, including :

(a)

	

a lack of oversight by the Crocus Fund's board of directors ;

(b)

	

flaws in the Crocus Fund's investment procedures ;

(c)

	

abuse of the Crocus Fund's travel and expense policy ;

(d) the value of- the Crocus Fund's assets appeared to have bee n

overstated ;

(e)

	

the implementation of the valuation process was flawed .
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30.

	

In a statement of allegations dated April 4, 2005, the MSC alleged ,

among other things that :

(a) the most recent Crocus Fund prospectus did not contain plain and ful l

disclosure concerning the A share price ;

(b) the board of the Crocus Fund acted contrary to the public interest i n

numerous ways .

The Defendants and Other Related Individual s

The Insiders

'31 .

	

The defendant, Charles E . Curtis (Curtis), currently resides in th e

Province of Manitoba. He was a director of the Crocus Fund from 1992 until 2005 .

32. The defendant, Peter Olfert (Olfert), currently resides in the Provinc e

of Manitoba. He was a director of the Crocus Fund from 1995 until 2004 . He also

executed a certificate attached to the 1999, 2001, 2002 and 2004 prospectuse s

attesting to the disclosure of all material facts relating to the distribution of the class

A shares .

33. The defendant, Waldron (Wally) Fox-Decent (Fox-Decent), currently

resides in the Province of Manitoba . He was a director of the Crocus Fund from
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1999 until 2004 . He also executed a certificate attached to the 2002 and 200 3

prospectuses attesting to the disclosure of all material facts relating to the distributio n

of the class A shares .

34. The defendant, Lea Baturin (Baturin), currently resides in the Provinc e

of Manitoba . She was a director of the Crocus Fund from 1999 until 2004 .

35.

	

The defendant, Albert R . Beal (Beal), currently resides in the Provinc e

of Manitoba . He was a director of the Crocus Fund from 1999 until 2004 .

36.

	

The defendant, Ron Waugh (Waugh), currently resides in the-Provinc e

of Manitoba . He was a director of the Crocus Fund in 2004 .

37.

	

The defendant, Diane Beresford (Beresford), currently resides in the

Province of Manitoba. She was a director of the Crocus Fund from 1998 until 2004 .

38.

	

The defendant, Sylvia Farley (Farley), currently resides in the Provinc e

of Manitoba . She was a director of the Crocus Fun d

39. The defendant, Robert Hilliard (Hilliard), currently resides in the

Province of Manitoba . He was a director of the Crocus Fund from 1992 until 2004 .

He also executed a certificate attached to the 1999, 2001, 2002 and 2004
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prospectuses attesting to the disclosure of all material facts relating to the distribution

of the class A shares .

40. The defendant, Robert Ziegler (Ziegler), currently resides in th e

Province of Manitoba . He was a director of the Crocus Fund until 2004 .

41. The defendant, John Clarkson (Clarkson), currently resides in th e

Province of Manitoba . He was a director of the Crocus Fund from 2002 until 2004 .

He also executed a certificate attached to the 2002 and 2003 prospectuses attestin g

to the disclosure of all material facts relating to the distribution of the class A shares .

42. The defendant, David G . Friesen (Friesen), currently resides in the

Province of Manitoba . He was a director of the Crocus Fund from 1998 until 2004 .

43. The defendant, Hugh Eliasson (Eliasson), currently resides in th e

Provincorof Manitoba . He was a director of the Crocus Fund until 2002 .

44. The defendant, Sherman Kreiner (Kreiner), currently resides in th e

Province of Manitoba . He was president and CEO of the Crocus Fund from 199 3

until December 2, 2004 . He also executed a certificate attached to the 1999, 2001 ,

2002, 2003 and 2004 prospectuses attesting to the disclosure of all material fact s

relating to the distribution of the class A shares .
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45 .

	

The defendant, James Umlah (Umlah), currently resides in th e

Province of Manitoba . He was president of Crocus Capital Inc . and chief investmen t

officer of the Crocus Fund from 1993 until summer 2004 . He also executed a

certificate attached to the 1999, 2001, 2002, 2003 and 2004 prospectuses attestin g

to the disclosure of all material facts relating to the distribution of the class A shares .

46. The defendant, Janice Lederman (Lederman), currently resides in th e

Province of Manitoba . She was vice president of corporate development of the

Crocus Fund until approximately 2002, when she left the Crocus Fund . She also

executed a certificate attached to the 1999 prospectus attesting to the disclosure of

all material facts relating to the distribution of the class A shares .

47. The defendant, Jane Hawkins (Hawkins), currently resides in th e

Province of Manitoba . She was vice president and CFO of the Crocus Fund unti l

March 2005 . She also executed a certificate attached to the 2001, 2002, 2003 an d

2004 prospectuses attesting to the disclosure of all material facts relating to the

distribution of the class A shares .

Liability

48. The plaintiff alleges that each of Charles E . Curtis, Peter Olfert ,

Waldron (Wally) Fox-Decent, Lea Baturin, Albert R ; Beal, Ron Waugh, Diane

Beresford, Sylvia Farley, Robert Hilliard, Robert Ziegler, Sherman Kreiner, James
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timlah, Jane Hawkins, John Clarkson, David G . Friesen, Hugh Eliasson and Janic e

Lederman breached s . 141 of The Securities Act, s. 234 of the Corporations Act and

s . 52 of the Competition Act (Canada) .

Oppression

49. The plaintiff alleges that the acts and omissions of each of the Insiders

described herein breached s . 234 of the Corporations Act and caused the busines s

or affairs of the Crocus Fund to be carried on or conducted in a manner that wa s

oppressive, unfairly prejudicial or which unfairly disregarded the interests of th e

plaintiff and the plaintiff class .

50. The plaintiff also alleges that, as set out herein, the powers of the

directors of the Crocus Fund have been exercised in a manner that was oppressive

or unfairly prejudicial or which unfairly disregarded the interests of the plaintiff an d

the plaintiff class contrary to s. 234 of the Corporations Act.

The Competition Act (Canada )

51.

	

The Insiders and the Financial Advisor breached s . 52(1) of the

Competition Act (Canada) by issuing to the public the prospectus containing th e

Representation .
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52. The prospectus was made for the purpose of promoting the supply or

sale of the Crocus Fund shares and directly or indirectly the business activities o r

interest of the Crocus Fund, the Insiders and the Financial Advisor .

53. The prospectus contained the Representation which the Insiders ,

Wellington West and Nesbitt Burns (the latter only for the period 1999-2001) mad e

to the public. The Representation was false or misleading in a material respect ,

namely, the A share price was not fairly valued and was overstated and the Crocu s

Fund was not fairly valued and was overstated .

54. The plaintiff and other class members relied upon the Representatio n

and purchased or held shares of the Crocus Fund and . suffered loss or damage as

a result.

The Auditor

55. PWC- are chartered accountants with offices in Winnipeg an d

elsewhere. Throughout the class period PWC was engaged as auditors of th e

Crocus Fund for each fiscal year . Each of the audits prepared by PWC was don e

in part to further its own business interests .

56.

	

PWC issued unqualified audit opinions in respect of the financia l

statements of the Crocus Fund for each year in the class period . PWC consented
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to the inclusion of these financial statements, together with its unqualified audi t

opinion thereon, in each prospectus .

57. In each applicable year PWC provided its clean or unqualified audit

opinion in accordance with Canadian GAAS applying Canadian GAAP with respect

to the consolidated statements of net assets of the Crocus Fund as at Septembe r

30, 2000, 2001, 2002 and 2003, and the related consolidated statements o f

investment portfolio and of deficit (two statements), consolidated statements o f

changes in net assets and consolidated statements of cashflow .

58. PWC was negligent in the performance of its duties and obligations .

PWC also breached s . 52 of the Competition Act (Canada) .

The Financial Adviso r

59. Wellington West and Nesbitt Burns are investment dealers and

registrants under the Securities Act. They are referred to in this claim, both togethe r

and separately, as the Financial Advisor . They carry on business in Manitoba an d

elsewhere .

60. Some time prior to 1999, the Crocus Fund engaged Wellington West

as agent of the Crocus Fund for the financing described in this claim .
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61. Nesbitt Burns also acted as agent of the Crocus Fund but only for th e

financings described herein for the period 1999-2001 . All claims made against

Nesbitt Burns are only for this period .

62. Wellington West and Nesbitt Burns are liable for breach of s . 141 of th e

Securities Act, and s. 52 of the Competition Act (Canada) . In addition, Wellington

West, as a recipient of investment funds from the Crocus Fund, was in a conflict o f

interest .

The Manitoba Securities Commission (MSC )

63. The defendant, MSC, is responsible for the administration of th e

Securities Act. It is a corporation whose members are appointed by the Lieutenant

Governor in Council .

64. It owed a duty of care to the plaintiff and members of the plaintiff clas s

who were purchasers of shares of the Crocus Fund to ensure that the prospectuse s

filed were accurate and not misleading and to investigate complaints and ensure tha t

the Crocus Fund was carrying on its operations in compliance with the Securities Act

and in particular with respect to the obligation to provide accurate valuations as th e

Crocus Fund indicated would be undertaken as set out in the prospectuses .
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The Value of the Crocus Fund was Overstate d

65. The plaintiff alleges that throughout the Class Period the defendant s

(the definition of defendants hereafter shall not include MSC against whom separat e

allegations are pleaded) overstated the Crocus Fund's assets and overstated th e

value of its shares. In part, this resulted from the failure of the Insiders to exercis e

proper oversight with respect to the business and affairs of the Crocus Fund . The

Crocus Fund's shareholders were, therefore, misled into purchasing shares a t

inflated prices. The non-disclosure of the true value of the shares and th e

continuation of trading in the Crocus Fund shares created a real monetary loss fo r

innocent shareholders .

66. Had the board of directors and other Insiders applied reasonable skil l

and diligence they would have discovered and disclosed the material adverse fact s

or the risk of material adverse facts . The defendants who are officers and director s

failed to apply reasonable skill and diligence and failed to discover and disclose th e

material adverse facts .

67. The plaintiff does not allege that the defendants were intentionall y

actively dishonest. Rather, the plaintiff alleges that the defendants' conduct, whe n

coupled with their immediate pecuniary interests, were such as to make them liable
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in damages for breach of s . 141 of the Securities Act, negligence (PWC only) ,

oppression and under the Competition Act (Canada) .

68. The Financial Advisor, the directors and the other Insiders asked n o

proper questions, did not observe applicable securities law, applied no commo n

prudence and were reckless in their conduct .

69. The defendants, in their various capacities and in their varying degrees ,

represented the Crocus Fund as a major success story, a business enterpris e

benefiting Manitoba with the expectation of growth in the future . The picture thus

created was a sham .

Non-Disclosure

70. The Crocus Fund prospectus contained the Representation that th e

Crocus Fund would be properly priced at fair value and that the share price woul d

not be overstated and expressly incorporated the PWC Opinion . The prospectus

failed to make full, true and plain disclosure concerning the A share price in th e

following respects :

(a)

	

the board routinely and consistently overstated the class A share pric e

valuations and priced the Crocus Fund at inflated values ;
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(b) the board routinely and consistently failed to determine the fair valu e

of the class A common shares of the Crocus Fund as at eac h

Valuation Date ;

(c) the Crocus Fund accepted subscriptions and paid out redemptions fo r

A shares using an A share price which had not been approved by the

board as at each Valuation Date ;

(d) the board failed to establish appropriate procedures to ensure

compliance with its statutory obligations and the other obligation s

disclosed in the prospectus, i .e., that the fair value of the class A

common shares of the Crocus Fund shall be determined by the board

as at each Valuation Date ;

(e) the board failed to ensure valuations were completed in a timel y

manner ;

(f) the board failed to seek a suspension of trading for the A shares a s

soon as they knew or ought to have known of changes which migh t

have had a materia l .effect on the value of any investment asset of th e

Crocus Fund ;

(g) the board knew or ought to have known as early as October 1, 200 0

that there was an overvaluation of the share price and failed to cause

a revaluation of the investment asset or assets affected by suc h

changes as at the earliest possible Valuation Date, being October 1 ,

2000;
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the Insiders executed or are bound by share valuation certificate s

thereby signifying the board approved the A share price after th e

appropriate Valuation bate and after the price had been set by th e

Crocus Fund staff and used for the purposes of sales and redemption s

of A' shares which were completed prior to the board member s

approving the share price ;

valuations were issued which did not reflect a fair valuation of the

Crocus Fund's portfolio and specifically did not reflect net realizabl e

value.

71. The plaintiff also states that the statements to the contrary in th e

prospectus in general and the Representation in particular were lacking a reasonabl e

basis when they were made.

72. At all material times the defendants knew or ought to have known tha t

the statements to the contrary in the prospectus and the Representation in particula r

were lacking in a reasonable basis when they were made .

73. By virtue of their position of authority and responsibility within th e

Crocus Fund, each of the Insiders as well as Wellington West and Nesbitt Burns ha d

access to material information respecting the business and affairs of the Crocus

Fund . Each of the Insiders and Wellington West and Nesbitt Burns reviewed ,

(h)

( i )
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approved, ratified and/or authorized, whether explicitly or implicitly, the statement s

in the prospectuses .

74 . By virtue of their positions of authority and responsibility within th e

Crocus Fund, each of the Insiders as well as Wellington West and Nesbitt Burns had

a duty to disseminate promptly, or to ensure the prompt dissemination of, truthful ,

complete and accurate statements, i .e., to make full, plain and true disclosur e

regarding the Crocus Fund's business and affairs and promptly to correct previously

issued materially incorrect information so that the share price and the value of th e

Crocus Fund would be based upon complete, accurate and truthful information .

75 . In certifying that each prospectus contained no materia l

misrepresentations or omissions, Wellington West and Nesbitt Burns, as well as th e

directors and the officers who certified the prospectus participated in orfacilitated th e

wrongdoing described herein as they knew or ought to have known that it did contain

such misrepresentations and/or omissions .

S. 141 of the Securities Act

76 . Wellington West, Nesbitt Burns, the directors, and the other Insider s

who signed the certificates attached to the prospectus, are liable to the plaintiff an d

the plaintiff class by virtue of s . 141 of the Securities Act . These defendants are



-32-

liable to pay compensation for all loss or damage sustained as a result of th e

purchase by the plaintiff and the plaintiff class of shares in the Crocus Fund .

PWC's Negligence

77. PWC audited the financial statements of the Crocus Fund an d

expressed its opinions and specifically the PWC Opinion about the Crocus Fund' s

operations for the financial years in the class period .

78. PWC delivered its audit opinions and specifically the PWC Opinion i n

the course of business deliberately in part for the purpose of permitting the Crocu s

Fund to obtain access to the Manitoba capital market .

79. PWC intended, expected and knew that prospective purchasers o f

shares of the Crocus Fund would reasonably rely upon PWC's audit of the financia l

statements, and specifically the PWC Opinion in making the personal investmen t

decision of whether to purchase, hold or sell Class A shares of Crocus Fund .

80. PWC knew the plaintiff and other class members would rely and were

relying on PWC's special skill and knowledge and PWC's audit opinions and

financial statements and the PWC Opinion in making the personal investmen t

decision of whether to purchase, hold or sell the Crocus Fund shares .
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81 . As a result of its status as Crocus' auditor, the issuance of PWC's audi t

opinions and the PWC Opinion and PWC's intention, expectation and knowledg e

that members of the public would rely upon the PWC audit opinions and the PW C

Opinion in making the personal investment decision to purchase, hold or sell clas s

A shares of the Crocus Fund and to scrutinize the conduct of the Crocus Fun d

affairs, PWC owed a duty of care to prospective shareholders and shareholders

under the law of the Province of Manitoba.

82 .

	

PWC was negligent in the following respects :

(a) PWC "signed off" that the Crocus Fund investments in Manitob a

companies were appropriately valued, year after year, when such wa s

not the case ;

(b) PWC signed unqualified audit reports that failed to explain that Crocus '

financial statements were materially misleading to shareholders and ,

in particular, to buyers and sellers of the Crocus Fund's shares ;

(c) PWC permitted the inclusion of these misleading annual audite d

financial statements in prospectuses for the Crocus Fund and thereb y

facilitated the solicitation that the public should purchase and th e

shareholders not sell the Crocus Fund's shares ;

(d) PWC audit opinions and the financial statements were not prepared i n

accordance with GAAP as described below ;

(e) PWC audit opinions and the financial statements were not prepared on

a consistent basis ;
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PWC audit opinions and the financial statements were not audited in

accordance with GAAS as described below ;

PWC audit opinions and the financial statements contained materia l

misstatements of the Crocus Fund's financial position and results ,

including :

(i) an overstatement of the value of the company's investments i n

Manitoba corporations ;

(ii) an overstatement of assets ;

(iii) an understatement of losses ;

(iv) an overstatement of equity of the owners ;

(h) in fiscal year 2003 PWC failed to disclose or, in the alternative, faile d

to identify that a $10,000,000 transaction in 2002 between Fonds d e

Solidarite FTQ and the Crocus Fund had been materially misstated t o

give the impression of a share or equity investment when it was i n

reality a short term loan that should have been viewed as a "bailout "

as discussed in more detail above ;

(i) the following additional allegations of negligence against PWC appl y

with respect to the Solidarite transaction :

(i) the Crocus Fund's September 30, 2003 audited consolidate d

financial statements reflected the proceeds received from

Solidarite as shareholders' equity on the balance sheet . This

classification of the investment as equity did not comply with s ,

(U

(g)

1
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3860 of the CICA handbook (financial instruments) and was i n

fact a financial liability ;

(ii) the loss for the year ended September 2003 was understate d

by $875,000 or 16%. Thus, a better financial picture of th e

Crocus Fund than actually existed was set out in that financia l

statement ;

(iii) the notes to the 2003 and 2004 financial statements did no t

fully disclose all of the significant covenants of the agreemen t

between Solidarite and the Crocus Fund. As a result, reader s

were not provided with sufficient information to be able t o

assess the nature of the transaction between Solidarite and th e

Crocus Fund . Thus, the transaction was misrepresented in th e

prospectus as an equity investment while the fundamental

characteristics were those of a liability . Because of these

factors, a reader of the prospectus would not have been able t o

adequately assess the risk of investing in the shares of th e

Crocus Fund. PWC was aware, or ought to have been aware ,

of all of these shortcomings and failed to take any action t o

correct same

PWC's equity valuation methodology did not comply with th e

requirements in s . 15 of the Crocus Act in that the net realizable valu e

per share was not properly determined.



-36-

83 .

	

PWC failed for fiscal years 2000 to 2003 to ensure that GAAP were

followed by the Crocus Fund, in the following respects :

(a) investments were valued at other than net realizable value ;

(b) the exigible value of specific loans was uncertain and doubtful and n o

proper allowance was made ;

(c) under the circumstances of how the trading prices of the Crocus Fund

shares were computed, accounting materiality should hav e

approximated zero, and all detected differences and errors shoul d

have been recorded ;

(d) losses were recorded in improper periods ;

(e) inadequate disclosure was given to how specific groups of investment s

were valued ;

(f) owners' equity valuations were materially overstated ; and

(g) operating expenses, including selling expenses, were capitalized .

84.

	

PWC failed to comply with GAAS in that the audits for the years ended

September 30, 2000 to September 30, 2003 :

(a) were not planned, executed, reviewed, and finalized in accordanc e

with the auditing firm's standards and with Canadian standards ;

(b) were deficient because internal control weaknesses were no t

compensated for by gathering sufficient, appropriate, externa l

corroborative evidence;
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(c) failed to design and execute audit procedures that responded to th e

nature and risks of the client's business, especially the holding o f

private company investments, and the manner in which the Crocu s

Fund shares were being traded and how prices were directly linked t o

accounting numbers ;

(d) were deficient because audit staff were not adequately trained and

supervised ;

(e) were deficient because excessive reliance was placed on managemen t

instead of on sufficient and appropriate audit evidence ;

(f) did not display a level of scepticism that was necessary given th e

nature of the company's investments and the uncertainty tha t

surrounded specific companies ;

(g) did not reflect the utilization of knowledgeable experts to assist in

identifying appropriate values and risks inherent in assets ;

(h) did not recognize and respond to the existence of scope limitation s

given the absence of asset values that were appropriate in determinin g

net asset values, which in turn determined the buying and sellin g

prices of the Crocus Fund's shares ;

(i) failed to result in audit reports that disclaimed responsibility for th e

financial position and results of operations of the Crocus Fund ;

a) inadequately responded to the Crocus Fund's control weaknesses ,

which enabled management to override principles and valuations an d

interpretations of what constituted net realizable value ;
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(k)

	

failed to result in warning the Crocus Fund's investors of th e

magnitude of management optimism that was inherent in the chose n

asset values of the Crocus Fund and the corresponding overstate d

share price ; and

(I)

		

failed to respond to indicators of non-compliance with applicabl e

legislation regarding use of cash .

85. PWC was fully aware that its equity valuation methodology, as reflecte d

in its annual auditing of asset and liability valuations, was the cornerstone of valuin g

the Crocus Fund and setting purchase and sale prices of the Crocus Fund's A

shares .

86. The plaintiff and other class members suffered damage and los s

because of PWC's negligence . Had PWC met the requisite standard of conduct

expected of it in the circumstances the Crocus Fund would either not have continue d

trading as a public company or, alternatively, its shares would only have been

publicly traded at proper values .

87. Had PWC met the requisite standard of conduct expected of it in th e

circumstances, the plaintiff and other class members would not have purchase d

shares of the Crocus Fund and would not have suffered losses and damages .
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88. By expressing the PWC audit opinions PWC also represented that th e

Crocus Fund prospectus contained full, plain and true disclosure concerning the A

share price and thereby gave the PWC Opinion . The PWC Opinion was made

negligently knowing that the plaintiff and the class members relied upon the PW C

Opinion, which they did to their detriment, by purchasing and holding the Crocu s

Fund shares. The plaintiff pleads that, as a matter of law, each member of the clas s

who purchased the Crocus Fund shares is deemed to have relied upon the PW C

Opinion and pleads and relies upon s . 141 of the Securities Act.

89. The plaintiff and other class members suffered loss and damage as a

result of relying upon the PWC Opinion .

The Competition Act

90. PWC breached s . 52(1) of the Competition Act (Canada) by issuing the

PWC audit opinions to the public .

91. The PWC audit opinions and the PWC Opinion were made for th e

purpose of promoting, directly or indirectly, the supply or sale of the Crocus Fun d

shares, and directly or indirectly the business interests of the Crocus Fund an d

PWC.
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92. The PWC audit opinions contained the PWC Opinion which it provide d

to the public. The PWC Opinion was false or misleading in material respects as se t

out above . As a result, the prospectus did not make full, plain and true disclosure

concerning the A share price in that the fair value of the Crocus Fund and the pric e

of the class A common shares were overstated at all material times .

93. The plaintiff and other class members relied upon the PWC audi t

opinions and the PWC Opinion and purchased or held shares of the Crocus Fun d

and suffered loss and damage. In this regard, the plaintiff pleads and relies upon s .

141 of the Securities Act.

Liability of MS C

94. Starting in 1999, MSC received and approved the prospectus wit h

respect to the Crocus Fund as detailed herein . This prospectus, to the knowledge

of MSC, was used by the Crocus Fund to solicit sales in 2000-2004 .

95. The plaintiff states, and the fact is, that MSC knew or ought to hav e

known, commencing in or about October 2000, of the valuation irregularities a s

detailed in this statement of claim . In approving the prospectus and failing t o

undertake any or any adequate investigation until 2003 as detailed below, of th e

valuation or irregularities and in approving the prospectuses for the years 1999 and



-41 -

thereafter, MSC acted with such carelessness and/or recklessness so as t o

constitute bad faith and gross negligence .

96. In or about 2002, the plaintiff brought to the attention of MSC th e

irregularities (as set out in detail in the statement of claim), including, withou t

limitation, information pertaining to the misleading valuation of the Crocus Fund .

97 .

	

On or about April 28, 2003, MSC purported to conduct a continuou s

disclosure review of the Crocus Fund . Notwithstanding this "review", MSC failed to :

(a) arrive at any conclusions on the quality of the continuous disclosur e

documents reviewed ;

(b) utilize a program or checklist in carrying out its investigation ;

(c) identify the true nature of the 2002 Solidarite transaction ;

(d) require the Crocus Fund to cease trading .

98. The plaintiff states, and the fact is, that in approving the prospectu s

and in failing to conduct its investigation in a reasonable and prudent manner, MS C

acted with serious carelessness or recklessness and otherwise carried out a n

investigation of such poor quality as to constitute bad faith and gross negligence . In

the alternative, MSC acted in bad faith in that it failed or neglected to carry out a

proper or reasonable review of the prospectus or a proper and reasonabl e

investigation at all .
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99. The plaintiff states that MSC owed a duty of care to the plaintiff and t o

the other class members to comply with the provisions of the Securities Act in

authorizing the prospectus with respect to the Crocus Fund and to act wit h

reasonable care and diligence in issuing receipts for the prospectus . In failing to d o

so and in acting with gross carelessness and recklessness, MSC acted to th e

detriment of the plaintiff and the other class members and is thereby liable for al l

damages suffered .

100. In or about the years 1999-2004, MSC provided exemption orders

pursuant to s . 20 of the Securities Act allowing individuals who were designated b y

Crocus Capital Inc . as work site coordinators, to market Crocus Fund shares . It was

a condition of the exemption orders that the work site coordinators would b e

supervised by Crocus Capital Inc .

101. The plaintiff states, and the fact is, that after 2000, when MSC kne w

or ought to have known of the accounting and valuation irregularities a s

particularized in the statement of claim herein, it ought not to have allowed

exemption orders during that period without ensuring that steps were taken to correc t

the valuation irregularities . MSC knew or ought to have known that work sit e

coordinators were acting in an unsupervised manner, marketing Crocus Fund shares

during RRSP season using prospectuses that were deficient in the manner as

pleaded herein . MSC's conduct amounted to serious carelessness and recklessness
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which amounts to bad faith for which it is liable to the plaintiff and the members o f

the plaintiff class, all of whom suffered damages as a result .

DAMAGES

102. The plaintiff pleads that by virtue of the defendants' actions describe d

herein the plaintiff and other class members suffered loss and damages and th e

defendants or any or more of them are liable for special damages and genera l

damages to the plaintiff and the other class members which are in excess o f

$150,000,000.

COSTS (INCLUDING THE COST OF INVESTIGATION )

103. Pursuant to s. 36 of the Competition Act (Canada), the plaintiff and

plaintiff class are entitled to recover their full costs of investigation and their solicito r

and own client costs paid in accordance with The Class Proceedings Act.

104. The plaintiff and the other class members are also entitled to recover ,

as damages or costs in this action, the cost of administering the plan to distribute the

recovery in this action which will probably exceed $1,000,000 .
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PUNITIVE AND EXEMPLARY DAMAGE S

105.

	

The plaintiff pleads that the defendants' conduct was highhanded ,

outrageous, reckless, wanton, entirely without care, deliberate, callous, disgraceful ,

wilful, in disregard of the rights of each class member, indifferent to th e

consequences, and motivated by economic considerations and as such render the m

11

	

liable to pay punitive damages in the amount of $50,000,000 .

RELEVANT STATUTES

106 . The plaintiff pleads and rely upon The Class Proceedings Act, The

Securities Act, the Corporations Act and the Competition Act, R.S.C. 1985, c . C-34 ,

as amended, and, in particular, ss . 36(1) and 52(1) thereof .
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WALSH & COMPANY
426 Portage Avenue
Winnipeg, Manitob a
R3C OC 9

Paul V. Walsh, Q .C.
J. David L. Soper
947-2282
943-0211 (fax )

AND

STEVENSONS PROFESSIONA L
CORPORATIO N
144 Front Street West
Suite 400
Toronto, Ontario
M5J 1 L7

Harvin D. Pitch (counsel)
416-865-531 0
416-365-7702 (fax )

Colin P. Stevenson
416-599-790 0
416-599-7910 (fax)

Solicitors for the plaintiff
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SCHEDULE 1

1.

	

Crocus Fund :

	

Crocus Investment Fund .

2.

	

Class Period :

	

October 1, 2000 to December 10, 2004 .

3. Class Members : Every person, wherever resident, who dealt i n
shares of the Crocus Investment Fund (Crocus )
between October 1, 2000 to December 9, 2004
(the Class Period) and suffered a net loss as a
result thereof, except those persons hereinafte r
excluded .

4. Insiders: Charles E. Curtis, Peter Olfert, Waldron (Wally)
Fox-Decent, Lea Baturin, Albert R. Beal, Ron
Waugh, Diane Beresford, Sylvia Farley, Rober t
Hilliard, Robert Ziegler, John Clarkson, Davi d
Friesen, Hugh Eliasson, Sherman Kreiner, Jame s
Umlah, Jane Hawkins and Janice Lederman .

	

5 .

	

Representation :

	

That Crocus Fund was properly valued at fai r
value and that the share price was not overstated .

6.

	

Securities Act :

	

The Securities Act, C .C .S.M . c. S50 .

	

7.

	

Competition Act (Canada) :

	

The Competition Act, R .S .C. 1985, c. C-
34, as amended .

8.

	

Corporations Act:

	

The Corporations Act, C .C.S.M. c. C225.

9.

	

PWC :

	

PricewaterhouseCoopers LLP .

10 . PWC Opinion : PWC negligently represented in its auditors'
reports which were incorporated into the Crocu s
Fund prospectuses that the Crocus Fund financia l
statements were materially accurate and that the
share price valuation was reasonable an d
accurate and did not contain an y
misrepresentation of material facts, which opinio n
was given in part for the purpose of allowing the
Crocus Fund to offer shares to the public and wit h
the expectation and knowledge that investor s
would rely on it .
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11 . Crocus Act

		

The Crocus Investment Fund Act, C .C .S.M.
c. C308 .

12. GAAS:

	

Canadian generally accepted auditing standards .

13 .

	

GAAP :

	

Canadian generally accepted accounting
principles .

14. Financial Advisor :

	

Wellington West or Nesbitt Burns or both of them .

15 .

	

The Class Proceedings Act :

	

The Class Proceedings Act, C .C.S .M. c .
C130.

16. 2002 Solidarite Transaction :

	

The loan described in paragraphs 19-27 .



Exhibit H

( copy

be members of the Board of Directors . At all meetings of the Fund, th e

President shall be Chairperson ; in her or his absence from a Directors '

meeting, any Director may be elected Chairperson by the meeting ; in he r

or his absence from a Shareholders' meeting, any Shareholder may b e

elected Chairperson by the meeting .

1 .6 Salaries and Contracts of Directors and Officers : The Board shal l

have power to fix the remuneration to be paid to Directors and Officer s

for their services to the Fund, which remuneration paid to a Directo r

may be in addition to the salary or remuneration she or he receives as

an Officer or employee of the Fund . Subject to the provisions of th e

Act, no Director shall be liable or accountable for any profits or salary

or fees made from or In connection with any contract made by her o r

him, or a firm, corporation or syndicate, in which she or he may be a

partner or shareholder or otherwise Interested with the Fund, or from or

In connection with any office held by her or him in the Fund. The

Board may also award special remuneration or indemnity to any Director

or Officer of the Fund undertaking any special services on the Fund's

behalf other than the routine work ordinarily required of such Directo r

or Officer by the Fund. Notwithstanding any of the foregoing, n o

Director of the Fund who is also an employee of The Government o f

Manitoba shall receive nor be entitled to receive any salary or

remuneration from the Fund .

1 .7

	

IndemnityofOfficers	 and	 Directors :

	

Each Officer and eac h

Director of the Fund and each former Officer and each former Director

of the Fund and each person who acts and/or has acted at the Fund' s

request as a Director or Officer of a body corporate of which the Fun d

Is or was a Shareholder or creditor and her or his heirs and lega l

representatives shall be indemnified against all costs, charges an d

expenses, including an amount paid to settle an action or satisfy a

judgment, reasonably incurred . by her or him in respect of any civil,
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criminal or administrative action or proceeding to which she or he i s

made a party by reason of being or having been a Director or Officer of

the Fund, if

(a) she or he acted honestly and in good faith with a view t o

the best Interests of the Fund ; and

(b) in the case of a criminal or administrative action or

proceeding that is enforced by a monetary penalty, she or

he had reasonable grounds for believing that her or hi s

conduct was lawful .

ARTICLE 2

SHAREHOLDER S

2 .1 Annual Meetings : The Annual Meeting of the Shareholders shall be

at such place in Manitoba and on such date In each year as the Board o f

Directors may, by Resolution, determine .

2 .2 Other Meetings : Other meetings of the Shareholders may b e

convened at any time and at any place by order of the President or a

Vice-President or by the Board on their own motion or on requisition of

Shareholders as provided for by the Act .

2 .3 Quorum :

(a) Prior to the issue of Class "A" Common Shares of the Fund

the quorum for the transaction of business at meetings o f

the Shareholders shall consist of not less than one (2 )

Shareholders ;
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Larry G. Watson Exhibit I
Managing Director

Marsh Canada Limite d
Suite 1420
One Lombard Plac e
Winnipeg, Manitoba R3B 0X3
204 982 6502 Fax 204 947 2662
larry, g .watson@marsh .com
w ww.marsh .co m

July 12, 2005

Russell Holmes
Senior Vice Presiden t
Deloitte & Touche Inc .
2300 - 260 Main Street
Winnipeg, Manitoba
R3C 3Z3 TgO
Dear Sir:

Re: Crocus Investment fund —
Directors' & Officers" Liability Policy #7043 003 6

In response to your request attached is a copy of the policy and recent correspondence in respec t
of the extension to May 1 s`, 2006:

Please note that we are still awaiting formal binders form Chubb Insurance Company evidencin g
the extension . Upon receipt a copy of the formal binder will be sent to your attention .

Please call me should you require anything further or have any questions .

Encl .

MM C Marsh & Mclennan Companies

L • y G. Watson
Managing Director
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Client El .ive

Marsh Canada Limited
Suite 142 0
One Lombard Place
Winnipeg, Manitob a
R38 0X3
204 982 6515 Fax 204 947 2662
T ania .M . Kowalchuklmarsh. co m
www .marsh .com

June 28, 200 5

Crocus Investment Fund
5 th Floor – 211 Bannatyne Avenu e
Winnipeg, Manitoba
R3B 3P2

Attention: Mr. Glen Gowrylu k

RE: INSURER: Chubb Insurance Company of Canad a
POLICY NO .: 7043 0036
COVERAGE DESCRIPTION: VCAP I D&O Liability Policy
TERM: July 1, 2005 to May 1, 2006

Dear Mr. Gowryluk ,

We have received written confirmation from the underwriter at Chubb Insurance Company o f
Canada that the extension for the above captioned Venture Capital Asset Protection Policy has been
bound for a 10-month term effective July 1, 2005 to expire May 1, 2006 .

Included is our Invoice No . 12-518067-1 in the amount of $162,500 .00 processing the premium for
this extension . Payment is due u pon receipt of the attached invoice .

Per our previous correspondence and discussions, the Limit of Liability and Aggregate o f
$5,000,000 is extended, with no additional limit or aggregate provided . The Corporate Retention
remains at $100,000, except with respect to Outside Directorships wherein the deductible i s
$250,000 .

The Shared Aggregate Limits Endorsement (Crocus Fund Policy No . 7043 0037) is still applicable
to the policy.

Marsh & McLennan Companies



MARS H

Page 2
June 28, 200 5

All terms and conditions of the extension remain per the expiring coverage, with the exception o f
the Government of Manitoba Exclusion, which the underwriter has agreed to amend to more
appropriately reflect the intention of excluding any claims by the Government of Manitoba as a
major shareholder. This endorsement must be drafted by Chubb, and we will provide the same fo r
your review once it is issued.

As you are aware, this *Directors' & Officers' Liability is a CLAIMS MADE policy whic h
requires that all claims against you or circumstances which could give rise to a claim durin g
the policy period must be reported immediately to Insurers. Failure to comply with th e
'claims reporting provisions of the policy could result in the Insurer denying coverage for th e
claim under your policy . Your employees should be made aware of the claims reportin g
requirements. Special attention must be given prior to expiry to ensure that all incident s
which may give rise to a claim and all actual claims are reported to insurers prior to th e
expiry date of the policy.

The formal binder of insurance will' follow shortly under separate cover .

We will do our best to keep you informed of topics of interest by mailings, e-mailings and clien t
meetings. You can also keep informed of current insurance and risk management topics, as well a s
market conditions either through our Canadian website www.marsh .ca or our corporate site
www.marsh.com.

Trusting this will be found in order . Please do not hesitate to contact our office should you hav e
any questions or concerns regard .

CLk-k/
Tania M. Kowalchuk, B.A., CA1B, CRM
Client Executive

Encl .



ENDORSEMENT

Company: Chubb Insurance Company of Canad a

Endorsement No . 1 8

To be attached to an d
form a part of Policy No . 7043-0036

Issued to: CROCUS INVESTMENT FUN D

EXTENSION OF POLICY PERIOD ENDORSEMEN T

It is agreed that:

1. ITEM 8. of the Declarations, Policy Period, is deleted in its entirety and replaced with th e
following :

ITEM 8 .

	

Policy Period:

	

from :

	

12 :01 a .m. on May 1, 2004
to:

	

12 :01 am. on July 1, 2005
Local time at the address shown in ITEM 1 .

2. The Limits of Liability set forth in the Declarations and provided during the period from May 1 ,
2005 to July 1, 2005 shall be the remaining portion, if any, of the Aggregate Limit of Liability fro m
May 1, 2004 to May 1, 2005.

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

Effective date of
this endorsement : May 1, 200 5

Form CE 17-02-2666 (Ed . 6-01)
VCAP Polic y



ENDORSEMEN T

cHUIae3

Effective date of
this endorsement: May 1, 200 4

Issued to: CROCUS INVESTMENT FUND

Company: Chubb Insurance Company of Canad a

Endorsement No. 1 7

To be attached to an d
form a part of Policy No . 7043-0036

SCHEDULED PORTFOLIO COMPANY ENDORSEMEN T

It is agreed that Section 31 ., Definitions, is amended by adding the following Portfolio Company to th e
definition of Outside Entity:

Portfolio Compan y

Flo-Form industries Ltd .
W.O.W. Hospitality Concepts Inc.
P.O.S. Systems Limited
Misty River Marine (1999) Inc.
Biovar Life Support Inc.
Diamedica Inc .
Kane Biotech inc.
SR&J Customer Care Call Centers Inc .
Mid Canada Production Services Inc . ,
Enterprise Swine Systems Ltd .
Enterprise Swine Systems II Ltd .
Venture Seeds Ltd .
4658702 Manitoba Ltd .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

CE 17-02-4963 (Ed. 10-02)
VCAP Policy



ENDORSEMEN T

co-ful3c

Company: Chubb Insurance Company of Canad a

Endorsement No . 1 6

To be attached to an d
form a part of Policy No . 7043-0036

Issued to: CROCUS INVESTMENT FUND

DELETE AN ENDORSEMENT

It is agreed that Endorsement Number(s) 3 is deleted in its entirety,

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

Effective date of
this endorsement : May 1, 2004

General Use
Form CE 17-02-5542 (Ed. 9-03)



ENDORSEMEN T

CHUE3a

Company: Chubb Insurance Company of Canad a

Endorsement No . 1 5

To be attached to and
form a part of Policy No . 7043-003 6

Issued to: CROCUS INVESTMENT FUN D

EXCLUDE CLAIMS OF SPECIFIC ENTITY ENDORSEMEN T

It is agreed that:

1. The Company shall not be liable for Loss on account of any Claim made against any Insured
brought or maintained by or on behalf of Manitoba Science and Technology Fund, Limite d
Partnership and Scitech Capital Management Inc . or any Subsidiary or Affiliate thereof, or any
directors, officers, employees or trustees of any of the foregoing .

2.

	

For the purposes of this endorsement, the term "Affiliate" means any organization whos e
operation is managed or controlled, either directly or indirectly, by Scitech Management Inc . .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED.

Authorized Representativ e

Effective date o f
this endorsement : May 1, 200 4

Form CE 17-02-2996 (Ed. 10-01)
VCAP Polic y
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CHuger
M

Company: Chubb Insurance Company of Canad a

Endorsement No . 1 4

To be attached to an d
form a part of Policy No . 7043-003 6

Issued to: CROCUS INVESTMENT FUN D

AMENDED DECLARATIONS - PARENT ORGANIZATION ENDORSEMEN T

It is agreed that ITEM 1 . of the Declarations, Parent Organization, is deleted in its entirety and replace d
with the following :

ITEM 1 .

	

Parent Organization

	

(Name and Address) :

CROCUS INVESTMENT FUN D
5th Floor, 211 Bannatyne Avenu e
Winnipeg, Manitob a
R3B 3P2

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

Effective date o f
this endorsement : May 1, 2004

Form CE 17-02-1407 (Ed . 5-98)
VCAP Policy



ENDORSEMENT

Effective date o f
this endorsement: May 1, 200 4

r

Company: Chubb Insurance Company of Canada

Endorsement No . 13

To be attached to an d
form a part of Policy No . 7043-003 6

Issued to: CROCUS INVESTMENT FUN D

AMENDED DECLARATIONS - ORGANIZATION ENDORSEMENT

It is agreed that ITEM 2. of the Declarations, Organization, is deleted in its entirety and replaced with th e
following :

ITEM 2. Organization :

Crocus Investment Fund
Crocus Capital Inc.

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

Form CE 17-02-1406 (Ed. 5-98)
VCAP Policy



ENDORSEMEN T

c :HuBB

Company : Chubb Insurance Company of Canad a

Endorsement No. 1 2

To be attached to and
form a part of Policy No. 7043-0036

Issued to: CROCUS INVESTMENT FUN D

SCHEDULED PORTFOLIO COMPANY ENDORSEMENT

it is agreed that Section 31 ., Definitions, is amended by adding the following Portfolio Company to the
definition of Outside Entity :

Portfolio Company

eZedia Inc .
Maple Leaf Distillers Inc.
OpTx Corporation

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

CE 17-02-4963 (Ed . 10-02 )

Effective date o f
this endorsement: July 15, 2004
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VENTURE CAPITAL ASSET PROTECTION POLIC Y=Hues

DECLARATIONS

Venture Capital Asset Protection Policy

Policy Number: 7043-0036

Chubb Insurance Company of Canada ,
herein called the Company .

THIS IS A CLAIMS MADE POLICY. EXCEPT AS OTHERWISE PROVIDED HEREIN, THIS POLICY
COVERS ONLY CLAIMS FIRST MADE AGAINST THE INSURED DURING THE POLICY PERIOD .
THIS POLICY DOES NOT PROVIDE FOR ANY DUTY TO DEFEND BY THE COMPANY TO DEFEN D
THOSE INSURED. UNDER THE POLICY . PLEASE READ CAREFULLY .

Item 2 .

	

Organization :

	

Crocus Investment Fund

item 3 .

	

Limits of Liability :

(A) Each Loss

	

$ 5,000,000.00
(B) Each Policy Period $ 5,000,000.00

Note: The Limits of Liability and any Deductible Amount are reduced o r
exhausted by Defense Costs .

Item 4.

	

Deductible Amount for each Loss :

Insuring Clause I
All Insured Persons who
are natural persons

	

(A) Nil
All Insured Persons who
are not natural persons

	

(B) $100,000.00

Insuring Clause 2
Management Indemnification

	

(C) $100,000 .00

Insuring Clause 3
Errors & Omissions

	

(D) $100,000.00

Item: 5 .

	

Extended Reporting Period :

(A) Additional Premium :

	

225 % of the Annual Premium
(B) Additional Period:

	

365 Days

Item 6 .

	

Pending or Prior Date:

	

May 11, 200 0

Item 7.

	

Insured Limited Partnerships : Crocus Investment Fund

Item 8 .

	

Policy Period : From: May 1, 2004

	

12:01 A .M. on
To:

	

May 1, 2005

	

12:01 A.M. on
Local time at the address shown in item 1 .

Form CE 17-02-13550 (Ed . 0511998)
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Item 1 . CROCUS IIWESTMENT FUND
5TH FLOOR, 211 BANNATYNE AVENU E
WINNIPEG, M B
R3B1B7



VENTURE CAPITAL ASSET PROTECTION POLIC Y

Item 9 . Endorsement(s) Effective at inception :

► CE 17-02-2440 (1101 ed . )
a-CE 17-02-2441 (1101 ed . )
3CE 17-02-4963 (10/02 ed. )
ACE 17-02-5025 (11/02 ed . )
5CE 17-02-5144 (4/03 ed . )
((ICE 17-02-5348 (5/03 ed )
ICE 17-02-5350 (5103 ed . )
q,CE 17-02-5363 (1/03 ed . )
qCE 17-02-5430 (10/03 ed . )

jOCE 17-02-5685 (11/03 ed .)
0 CE 17-02-5720Q (11/03 ed . )

In witness whereof, the Company issuing this Policy has caused this policy to be signed by it s
authorized officer, but this policy shall not be valid unless signed by a duly Authorized Representative of
the Company .

Dafte

Autho ed Representative
/

08/	 /2004	
ll

Form CE 17-02-1385D (Ed . 05/1998)
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^* Insuring Clause 3

Errors & Omissions 3 .
Coverage

Extended Reporting Period 4.

Management Indemnification.
Coverage

2. The company shall pay on behalf of the Organization all Loss for which th e
Organization grants indemnification to each Insured Person, as permitte d
or required by law, which the insured Person has become legally obligate d
to pay on account of any Claim first made against such insured Person ,
individually or otherwise, during the Policy Period or, if exercised, during th e
Extended Reporting Period for a Wrongful Act committed, attempted, o r
allegedly committed or attempted, by such Insured Person before or durin g
the Policy Period .

The' Company shall pay on behalf of any Insured all Loss arising out o f
Private Equity Venture Investing for which the Insured becomes legall y
obligated to pay on account of any Claim first made against the Insure d
during the Policy Period or, if exercised, during the Extended Reportin g
Period, for a Wrongful Act committed, attempted, or allegedly committed or
attempted, by any Insured before or during the Policy Period .

If this Policy terminates, other than for nonpayment of premium, the Parent
Organization, on behalf of the Insured, shall have the right, upon paymen t
of the additional premium set forth in Item 5(A) of the Declarations for this
Policy, to an extension of the coverage granted by this Policy for the perio d
set forth in item 5(8) of the Declarations for this Policy (Extended Reportin g
Period) following the effective date of termination or nonrenewal with respec t
to any Claim or Claims made during the Extended Reporting Period, but onl y
for any Wrongful Act committed, attempted, or allegedly committed o r
attempted, prior to the effective date of termination or nonrenewal . This righ t
of extension shall lapse unless written notice of such election, together wit h
payment of the additional premium due, is received by the Company withi n
thirty (30) days following the effective date of termination or nonrenewal . Any
Claim made during the Extended Reporting Period shall be deemed to hav e
been made during the immediately preceding Policy Period .

If the Extended Reporting Period is purchased, the entire premium noted i n
item 5(A) of the Declarations shall be deemed fully earned at the inception o f
the Extended Reporting Period .

CHUBS

In consideration of payment of the premium and subject to the Declarations ,
(imitations, conditions, provisions and other terms of this Policy, the Company
agrees as follows :

1 . The Company shall pay on behalf of each insured Person all Loss for which
the Insured Person is not indemnified by the Organization and which the
insured Person becomes legally obligated to pay on account of any Clai m
first made against such Insured Person, individually or otherwise, during the
Policy Period or, if exercised, during the Extended Reporting Period, for a
Wrongful Act committed, attempted, or allegedly committed or attempted ,
by such Insured Person before or during the Policy Period .

Insuring Clause 2

Insuring Clause 1

Management Liability Coverag e

CE 17-024365 (ed . 5-98)
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Extended Reporting Period

	

The offer of renewal terms and conditions or premiums different from thos e
(continued)

Exclusions

Exclusions Applicable to Insuring

	

5. The Company shall not be liable for Loss on account of any Claim made
Clauses 1, 2 and 3

	

against any Insured :

a . based upon, arising from, or in consequence of any circumstance i f
written notice of such circumstance has been given under any policy o f
which this Policy is a renewal or replacement and if such prior policy
affords coverage (or would afford such coverage except for th e
exhaustion of its limits of liability) for such Loss in whole or in part, as a
result of such notice;

b . based upon, arising from, or in consequence of any demand, suit o r
other proceeding pending, or order, decree or judgment entered agains t
any insured on or prior to the Pending or Prior Date set forth in item 6 o f
the Declarations for this Policy, or the same or any substantially simila r
fact, circumstance or situation underlying or alleged therein ;

c . brought or maintained by or on behalf of any Insured in any capacity
except:

a Claim that is a derivative action brought or maintained or ,
behalf of an Organization by one or more persons who are no t
an Insured Person and who bring and maintain the Clai m
without the solicitation, assistance or participation of any Insure d
Person, or

ii. a Claim brought or maintained by an insured Person for th e
actual or alleged wrongful employment termination of the Insure d
Person, or

iii. a Claim brought or maintained by an Insured . Person fo r
contribution or indemnity, if the Claim directly results fro m
another Claim covered under this Policy;

d. for an actual or alleged violation of the responsibilities, obligations o r
duties imposed by the Employee Retirement Income Security Act o f
1974 and amendments thereto or similar provisions of any federal ,
province or local statutory law or common law upon fiduciaries of an y
pension, profit sharing, health and welfare or other employee benefi t
plan or trust established or maintained for the purpose of providin g
benefits to employees of an Organization ;

e . for bodily injury, mental anguish or emotional distress, sickness, diseas e
or death of any person or damage to or destruction of any tangibl e
property including loss of use thereof;

f . for defamation, wrongful entry, eviction, false arrest, false imprisonment,
malicious prosecution, assault or battery ;

in effect prior to renewal shall not constitute refusal to renew .

CE 17-02-1365 (ed. 5-98)
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Exclusions

Exclusions Applicable to Insuring
Clauses 1, 2 and 3
(continued)

g. based upon, arising from, or in consequence of :

the actual, alleged or threatened discharge, release, escape o r
disposal of Pollutants into or on real or personal property, wate r
or the atmosphere, o r

ii. any direction or request that the Insured test for, monitor, clea n
up, remove, contain, treat, detoxify or neutralize Pollutants, o r
any voluntary decision to do so ;

including but not limited to any Claim for financial loss to th e
Organization, its security holders or its creditors based upon, arisin g
from, or in consequence of the matters described in i . or ii . of this
Exclusion ;

h. based upon, arising from, or in consequence of any dishonest or
deliberately criminal or deliberately fraudulent act or omission or an y
willful violation of any statute or regulation by such Insured if a judgmen t
or other final adjudication adverse to such Insured establishes dishonest
or deliberately criminal or deliberately fraudulent act or omission or willfu l
violation ;

based upon, arising from, or in consequence of any Claim against a
limited partner, acting in the capacity as a general partner of an Insured
Limited Partnership, provided, however, that this Exclusion shall not
apply to an Insured Person otherwise covered under this Policy ;

j . based upon, arising from, or in consequence of the liability of a party ,
other than the Insured, assumed by the Insured pursuant to a contract ,
except liability which would have attached in absence of such contract ;

k : based upon, arising from or in consequence of any intentional breach o f
contract;

for an accounting of profits made from the purchase or sale by suc h
Insured of securities of the Organization within the meaning of Section
16 (b) of the Securities Exchange Act of 1934 and amendments thereto
or similar provisions of any federal, state or local statutory law o r
common law; or

m. based upon, arising from or in consequence of any insured havin g
gained any profit, remuneration or advantage to which such Insured was
not legally entitled, provided, however, this exclusion shall not appl y
unless it is established in fact that such Claim was brought about o r
contributed to by having gained any profit, remuneration or advantage t o
which such Insured was not legally entitled :

CE 17-02-1365 (ed . 5-98)
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n. brought by or on behalf of any Portfolio Company for principal, interest ,
or other monies either paid, accrued, or due as a result of any loan ,
lease, extension of credit or equity contribution .

6 . The Company shall not be liable under Insuring Clause 1 and 2 for Loss o n
account of any Claim made against any Insured based upon, arising from ,
or in consequence of Private Equity Venture Investing .

7. With respect to Exclusions in Sections 5 and 6 :

a. No fact pertaining to or knowledge possessed by any insured Person
who is a natural person shall be imputed to any other Insured Perso n
who is a natural person to determine if coverage is available .

b. Only facts pertaining to or knowledge possessed by any natural perso n
who is a past, present or future Chief Financial Officer, President ,
Chairman, Managing Partner, or General Partner of any Organizatio n
shall be imputed to any Organization to determine if coverage is
available for such Organization .

8. For the purposes of this Policy, all Loss arising out of the same Wrongfu l
Act and all Interrelated Wrongful Acts of any insured shall be deemed on e
Loss, and such Loss shall be deemed to have originated in the earlies t
Policy Period in which a Claim is made against any Insured alleging an y
such Wrongful Act or Interrelated Wrongful Act .

The Company's maximum liability for each Loss, whether covered unde r
one or more insuring Clauses, shall be the Limit of Liability for each Loss se t
forth in item 3(A) of the Declarations for this Policy . The Company' s
maximum aggregate liability for all Loss on account of all Claims first mad e
during the same Policy Period, whether covered under one or more Insurin g
Clauses, shall be the Limit of Liability for each Policy Period set forth in Item
3(6) of the Declarations for this Policy.

The Company's liability under Insuring Clause 1, Insuring Clause 2, o r
Insuring Clause 3 for Loss incurred by Insured Persons or Organizations
shall apply only to that part of each Loss which is in excess of the applicable
Deductible Amount set forth in Item 4 of the Declarations for this Policy .

If a single Loss is subject to more than one Deductible Amount, th e
maximum Deductible Amount applicable to such Loss shall be the largest o f
such Deductible Amounts .

The Limit of Liability available during the Extended Reporting Period, i f
exercised, shall be the remaining portion, if any, of the Aggregate Limit o f
Liability provided by the immediately preceding Policy Period .

Exclusions

Exclusions Applicable to insuring
Clauses 1, 2 and3
(continued)

Exclusions Applicable
Only To Insuring
Clauses 1 and 2

Severability of Exclusion s

Limit of Liability and
Deductible

CE 17-02-1365 (ed . 5-98)
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} Non-Accumulation of Limits 9 . If any Loss arising from any Claim made against any insured, in th e
Insured's capacity as a director or officer of a Portfolio Company, i s
insured under any other valid policy(ies) issued by a member company of the
Chubb Group of Insurance Companies, then payment under such policy(ies )
on account of a Claim also covered under this Policy shall reduce by th e
amount of the payment the Company's Limit of Liability under this Policy wit h
respect to such Claim .

Presumptive Indemnification

	

10. If the Organization :

a, fails or refuses, other than for reason of Financial Impairment, t o
indemnify the Insured Person for Loss ; an d

b. is authorized to indemnify the Insured Person for such Loss, to the
fullest extent permitted or required by law ;

then, notwithstanding any other conditions, provisions or terms of this Polic y
to the contrary, any payment by the Company of such Loss shall be subjec t
to :

i. the Deductible Amount set forth in Item 4(C) of the Declarations for thi s
Policy, an d

ii. all of the Exclusions set forth in Sections 5 and 6 of this Policy .

Defense and Settlement 11 . Subject to this Section, it shall be the duty of the insured and not the duty o f
the Company to defend Claims made against the Insured . The insured
agrees not to settle any Claim, incur any Defense Costs or otherwis e
assume any contractual obligation or admit any liability with respect to an y
Claim without the Company's written consent, which shall not be
unreasonably withheld . The Company shall not be liable for any settlement ,
Defense Costs, assumed obligation or admission to which it has not
consented .

The Company shall have the right and shall be given the opportunity to
effectively associate with the Insured in the investigation, defense an d
settlement, including but not limited to the negotiation of a settlement, of an y
Claim that appears reasonably likely to be covered in whole or in part by thi s
Policy .

The Insured agrees to provide the Company with all information, assistanc e
and cooperation which the Company reasonably requests and agree that i n
the event of a Claim the Insureds will do nothing that may prejudice th e
Company's position or its potential or actual rights of recovery .

Defense Costs are part of and not in addition to the Limits of Liability se t
forth in Item 3 of the Declarations for this Policy ; and the payment by th e
Company of Defense Costs reduces such Limits of Liability .

CE 17. 02 . 1365 (ed . 5-98)
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Allocation 12. If both Loss covered by this Policy and loss not covered by this Policy ar e
incurred, either because a Claim against the insured includes both covere d
and uncovered matters (including allegations against an Insured both in a n
Insured Capacity and uninsured capacity), or because a Claim is mad e
against both an Insured and others, including the Organization, th e
Insured and the Company shall allocate such amount between covere d
Loss and uncovered loss based upon the relative legal exposure s
of such parties to such matters .

If the Insured and the Company agree on an allocation of Defense Costs ,
the Company shall advance on a current basis Defense Costs allocated t o
covered Loss. If the Insured and the Company cannot agree on an
allocation :

a. no presumption as to allocation shall exist in any arbitration, suit or othe r
proceeding;

b. the Company shall advance on a current basis Defense Costs which th e
Company believes to be covered under this Policy until a different
allocation is negotiated, arbitrated or judicially determined ; an d

c. the Company, if requested by the Insured, shall submit the dispute to
binding arbitration . The rules of the American Arbitration Associatio n
shall apply except with respect to the selection of the arbitration panel,
which shall consist of one arbitrator selected by the Insured, one
arbitrator selected by the Company, and a third independent arbitrato r
selected by the first two arbitrators .

Any negotiated, arbitrated or judicially determined allocation of Defense
Costs . on account of a Claim shall be applied retroactively to all Defens e
Costs on account of such Claim, notwithstanding any prior advancement t o
the contrary . Any allocation or advancement of Defense Costs on accoun t
of a Claim shall not apply to or create any presumption with respect to the
allocation of other Loss on account of such Claim.

Reporting and Notice 13. The Insured shall, as a condition precedent to exercising its rights under thi s
Policy, give to the Company written notice as soon as practicable of an y
Claim made against any Insured for a Wrongful Act .

If, during the Policy Period, an Insured becomes aware of circumstance s
which could give rise to a Claim and gives written notice of suc h
circumstance(s) to the Company, then any Claims subsequently arising fro m
such circumstances shall be considered to have been made during th e
Policy Period in which the circumstances were first reported to th e
Company .

The Insured shall, as a condition precedent to exercising its rights under thi s
Policy, give to the Company such information and cooperation as it ma y
reasonably require, including but not limited to a description of the Claim or
circumstances, the nature of the alleged or potential damage, the names o f
actual or potential claimants, and the manner in which the Insured firs t
became aware of the Claim or circumstances .

CE 17-02-1365 (ed . 5-98)
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Notice

	

14. Notice to the Company under this Policy shall be given in writing addressed
to :
Notice of Claim or potential Claim ;

	

All Other Notices :

Canadian Zone Claims Dept,

	

Department of Financial Institution s
Chubb Insurance Company of

	

Chubb Insurance Company o f
Canada

	

Canad a
One Financial Place

	

One Financial Place
1 Adelaide Street East

	

1 Adelaide Street East
Toronto, Ontario M5C 2V9

	

Toronto, Ontario M5C 2V9

Such notice shall be effective on the date of receipt by the Company at suc h
address .

Subject otherwise to the limitations, conditions, provisions and other terms o f
this Policy, coverage shall extend to Claims for the Wrongful Acts of an
Insured Person made against the estates, heirs, legal representatives o r
assigns or such insured Person who are deceased or against the lega l
representatives or assigns of an Insured Person who are incompetent ,
insolvent or bankrupt.

Estates and Legal
Representatives

15 .

Spousal Liability
Extension

16 . If a . Claim against an Insured Person includes a claim against the lawful
spouse of such Insured Person solely by reason of such spouse's status a s
a spouse or such spouse's ownership interest in property which the claiman t
seeks as recovery for an alleged Wrongful Act of such Insured Person, al l
loss which such spouse becomes legally obligated to pay on account of suc h
Claim shall be treated for purposes of this policy as Loss which such
insured Person becomes legally obligated to pay on account of the Clai m
made against such Insured Person . All limitations, conditions, provision s
and other terms of coverage (including the deductible) applicable to suc h
insured Person's Loss shall also be applicable to such spousal Loss .
However, coverage shall not apply to the extent any Claim alleging an y
Wrongful Act by the Insured Person's spouse .

17. If any Loss arising from any Claim made against any insured is insured
under any other valid policy(ies), prior or current, then this Policy shall cove r
such Loss, subject to its limitations, conditions, provisions and other terms ,
only to the extent that the amount of such Loss is in excess of the amount of
payment from such other insurance whether such other insurance is state d
to be primary, contributory, excess, contingent or otherwise, unless suc h
other insurance is written only as specific excess insurance over the Limits o f
Liability provided in this Policy.

Other Insuranc e

Changes in Exposure

Acquisition or Creation O f
Another Organization

18. If the Organization after the inception date of this Policy :

a. acquires securities or voting rights in another organization or creates
another organization, which as a result of such acquisition or creatio n
becomes a Subsidiary, or

b. acquires any organization by merger into or consolidation with a n
Organization ,

CE 17-02-1365 (ed. 5-98) Page 7 of 1 3
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Acquisition or Creation Of

	

such organization and its insured Persons shall be Insureds under thi s
Another Organization (continued) Policy but only with respect to Wrongful Acts committed, attempted, o r

allegedly committed or attempted, after such acquisition, or creation unles s
the Company agrees, after presentation of a complete application and al l
appropriate information, to provide coverage by endorsement for Wrongfu l
Acts committed or attempted, or allegedly committed or attempted, by suc h
Insured Persons prior to such acquisition or creation .

If the fair value of all cash, securities, assumed indebtedness and othe r
consideration paid by the Organization(s) for any such acquisition or
creation exceeds 10% of the total assets of the Parent Organization a s
reflected in the Parent Organization's most recent audited consolidate d
financial statements, the Parent Organization shall give written notice of
such acquisition or creation to the Company as soon as practicable together
with such information as the Company may require and shall pay an y
reasonable additional premium required by the Company .

Acquisition Of Organization

	

19. If:
By Another Organization

a. the Parent Organization merges into or consolidates with anothe r
organization or,

b. another organization or person or group of organizations and/or persons
acting in concert acquires securities or voting rights which result i n
ownership or voting control by the other organization(s) or person(s) o f
more than 50% of the outstanding securities representing the present
right to vote for election of directors or select General Partners of the
Parent Organization, or

c. the Parent Organization completely ceases to actively engage in its
primary business ("cessation"), o r

d. upon the Financial impairment of the Parent Organization ,

coverage under this Policy shall continue until termination of this Policy bu t
only with respect to Claims for Wrongful Acts committed, attempted, o r
allegedly committed or attempted, by an insured prior to such merger ,
consolidation, acquisition or Financial Impairment. The Paren t
Organization shall give written notice of such merger, consolidation ,
acquisition or Financial Impairment to the Company as soon as practicabl e
together with such information as the Company may require . The full annua l
Premium for the Policy Period shall be deemed fully earned immediatel y
upon the occurrence of any event outlined in items a . through d . above .

Cessation of Subsidiaries 20. In the event an organization ceases to be a Subsidiary before or after the
inception Dale of this Policy, coverage with respect to such Subsidiary and
its Insured Persons shall continue until termination of this Policy but onl y
with respect to Claims for Wrongful Acts committed, attempted or allegedly
committed or attempted prior to the date such organization ceased to be a
Subsidiary .

CE 17-02-1365 (ed. 5-980

	

Page 8 of 13



VCAP

Creation of Another Insured

	

21 . If during the Policy Period an Organization creates another Insured
Limited Partnership Limited Partnership, which is engaged in substantially similar activities a s

any Insured Limited Partnership scheduled in Item 7 of the Declarations ,
then such organization and its Insured Persons shall be Insureds unde r
this Policy, but only with respect to Wrongful Acts committed, attempted, o r
allegedly committed or attempted after such creation unless the Compan y
agrees, after presentation of a complete application and all appropriat e
information, to provide additional coverage by endorsement . The Paren t
Organization shall give written notice of such creation to the Company a s
soon as practicable, but not to exceed ninety (90) days, together with suc h
information as the Company may require and shall pay any reasonabl e
additional premium required by the Company .

Representations and

	

22. In granting coverage to any insured, the Company has relied upon th e
Severabi/ity declarations and statements in the written application for coverage an d

supplementary information provided therewith . All such declarations an d
statements are the basis of such coverage and shall be considered a s
incorporated in and constituting part of this Policy .
Such written application(s) for coverage shall be construed as a separat e
application for coverage by each Insured Person. With respect to th e
declarations and statements contained in such written application(s) for
coverage, no statement in the application or knowledge possessed by any
Insured Person who is a natural person shall be imputed to any other
insured Person who is a natural person for the purpose of determining if
coverage is available.

With respect to the declarations and statements contained in such writte n
application(s) for coverage, all declarations and statements contained in such
application and knowledge possessed by any past, present or future Chief
Financial Office, President, Chairman or Managing or General Partner of any
Insured that is an organization shall be imputed to such organization for th e
purpose of determining if coverage is available for such Insured .

Investigation and Settlement 23. The Company may make any investigation it deems necessary and may, wit h
the written consent of the Parent Organization, on behalf of the insured ,
make any settlement of a Claim it deems expedient .

Subrogation 24 . In the event of any payment under this Policy, the Company shall be
subrogated to the extent of such payment, to all the Insured Persons' and
Organization's rights of recovery, and the Insured shall execute all papers
required and shall do everything necessary to secure and preserve suc h
rights, including the execution of such documents necessary to enable th e
Company effectively to bring suit in the name of the Insured .

Action Against the Company 25. No action shall lie against the Company unless, as a condition preceden t
thereto, there shall have been full compliance with all the terms of this Policy .
No person or organization shall have any rights under this Policy to join th e
Company as party to any action against an Insured Person andlor
Organization to determine Insured Persons' or Organization's liability no r
shall the Company be impleaded by the Insured Persons andlor the
Organization or their legal representatives .

CE t7-02-1385 (ed . 5-98)
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Bankruptcy or Insolvency 26 . Bankruptcy or insolvency of an insured or the estate of an Insured shall no t
relieve the Company of its obligations nor deprive the Company its right s
under this Policy .

Authorization Clause 27. By acceptance of this Policy, the Parent Organization agrees to act behal f
of all Insureds with respect to giving and receiving of notice of Claim o r
termination, the payment of premiums, and the receiving of return premium s
that may become due under this Policy, the negotiation, agreement to an d
acceptance of endorsements, and the giving or receiving of any notic e
provided for in this Policy, and the Insureds agree that the Paren t
Organization shall act on their behalf.

Alteration or Assignment

	

28 . No change in, modification of, or assignment of interest under this Policy
shall be effective except when made by a written endorsement to this Polic y
which is signed by an authorized employee of Chubb Insurance Company o f
Canada, the Company or an affiliate thereof .

Termination of Policy

	

29 . This Policy shall terminate at the earliest of the following times ;

a. ten (10) days after the receipt by the Parent Organization of a writte n
notice of termination by the Company, in the event of non-payment o f
premium,

b. upon receipt by the Company of written notice of termination from th e
Parent Organization ,

c. upon expiration of the Policy Period as set forth in Item 8 of th e
Declarations for this Policy ,

d, sixty (60) days after receipt by the Parent Organization' of th e
Company's notice of non-renewal . Such notice shall be in conformanc e
with applicable state laws and regulations ,

e . at such other time as may be agreed upon by the Company and th e
Parent Organization .

The Company shall refund the unearned premium computed at th e
customary short rate if the Policy is terminated by the Parent Organization.
Under any other circumstances the refund shall be calculated pro-rata .

Valuation and Foreign

	

30. All premiums, limits, retentions, Loss, and other amounts under this Polic y
Currency are expressed and payable in the Canadian dollars. EXcept as otherwise

provided in the Policy, if judgment is rendered, settlement is denominated o r
another element of Loss under this Policy is stated in a currency other tha n
the Canadian dollars, payment under this policy shall be made in Canadia n
dollars at the rate of exchange published in The Globe & Mail on the date the
final judgment is entered, the amount of settlement is agreed upon or othe r
element of Loss is due, respectively.

CE 17-02-1365 (ed . 5-98)
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Definitions 31 . When used in this Policy :

Claims means :

a a written Demand for monetary damages, or

b. a civil proceeding commenced by the filling or service, whichever i s
earlier, of a complaint or similar pleading, o r

c. a criminal proceeding commenced by the return of an indictment, o r

d. a formal administrative proceeding commenced by the filing of a
notice of charges, formal investigative order or similar document ;

against any Insured for a Wrongful Act, including any appeal therefrom .

Defense Costs means that part of Loss consisting of reasonable costs ,
charges, fees (including but not limited to attorneys' fees and experts' fees )
and expenses (other than regular or overtime wages, salaries or fees o f
the directors, officers, general partners or employees of the Organization )
incurred in defending or investigating Claims and the premium for appeal ,
attachment or similar bonds .

Demand means a written request of an Insured by a third party, whic h
seeks specified monetary damages based on the existence of facts tha t
would create a cause of action in a court of law .

Financial Impairment means the status of the Organization resultin g
from:

a. the appointment by any province or federal official, agency or cour t
of any receiver, conservator, liquidator, trustee, rehabilitator o r
similar official to take control of, supervise, manage or liquidate th e
Organization, or

b. the Organization becoming a debtor in possession .

General Partner means a person who has been admitted to a limite d
partnership as a general partner in accordance with the partnershi p
agreement and named in the certificate of limited partnership as a genera l
partner.

insured means the Organization and any Insured Persons .

Insured Capacity means the position or capacity described in th e
definition of "insured Person" held by any Insured Person but shall no t
include any position or capacity in any organization other than th e
Organization, even if the Organization directed or requested the Insure d
Person to serve in such other position or capacity.

insured Limited Partnership means those Limited Partnerships a s
designated in Item 7 of the Declarations .

CE 17-02-1365 (ed . 5-98)
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Insured Person means :

a. with respect to an Organization that is a corporation, all natura l
persons who were, now are, or shall be duly elected directors or dul y
elected or appointed officers of the Organization ;

b, with respect to an Organization that is a partnership :

1. all duly elected or selected General Partners of the Organization ,

2. all natural persons who were, now are, or shall be duly elected or
appointed to any other management position in the Organization ,
and

3. all natural persons or organizations who were, now are, or shall b e
employees or duly elected, appointed or selected directors ,
officers or General Partners of any of the Organization, but only
with respect to such General Partner's activities as a Genera l
Partner of such Organization .

Interrelated Wrongful Acts means all causally connected Wrongful Acts .

Loss means the total amount which any Insured Person becomes legall y
Obligated to pay on account of each Claim and for all Claims in each Polic y

Period and the Extended Reporting Period, if exercised, made against them fo r
Wrongful Acts for which coverage applies, including, but not limited to ,
damages, judgments, settlements, costs and Defense Costs . Loss does no t
include:

a. any amount not indemnified by the Organization for which the
Insured Person is absolved from payment by reason of any covenant ,
agreement or court order ;

b. any amount incurred by the Organization (including its board of
directors, any committee of the board of directors, or its genera l
partners) in connection with the investigation or evaluation of an y
Claim or potential Claim by or on behalf of the Organization ;

c. fines, penalties or taxes imposed by law, including but not limited t o
punitive or exemplary damages, or the multiple portion of an y
multiplied damage award ; o r

d. matters uninsurable under the law pursuant to which this Policy i s
construed .

Organization means, collectively :

a. those organizations designated in Item 2 of the Declarations for thi s
Policy, an d

b. Insured Limited Partnerships, and

CE 17. 02. 1365 (ed . 5-98)
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c, any incorporated subsidiary of a General Partner this is not a natura l
person, but only while performing services for an Organization that i s
a partnership .

Parent Organization means the entity named in item 1 of the Declarations, as
legally constituted at the inception of this Policy .

Policy Period means the period of time specified it Item 8 of the Declarations ,
subject to prior termination in accordance with Section 29 . If the period is les s
than or greater than one year, then the Limits of Liability specified in Item 3 o f
the Declarations shall be the Company's maximum liability under this Policy fo r
the entire period .

Pollutants means any substance located anywhere in the world exhibiting an y
hazardous characteristics as defined by, or identified on a list of hazardou s
substances issued by, the Canadian Environmental Protection Act, the Unite d
States Environmental Protection Agency or a federal, provincial, state, county ,
municipality or locally counterpart thereof. Such substances shall include ,
without limitation, solids, liquids, gaseous thermal irritants, contaminants or
smoke, vapor, soot, fumes, acids, alkalis, chemicals or waste materials .
Pollutants shall also mean any other air emission, odor, waste water, oil or oi l
products, infectious or medical waste, asbestos or asbestos products and an y
noise .

Portfolio Company means any organization in which one or more insure d
Limited Partnerships, in any combination, own or control, or propose to own o r
control, outstanding securities or voting rights representing the present right t o
vote for election of directors or to select managing partners .

Private ' Equity Venture Investing means the formation, capitalization ,
operation or management of an insured Limited Partnership by an
Organization, acting in its capacity as General Partner of the Insured Limited
Partnership .

Subsidiary means any organization, in which more than 50% of th e
outstanding securities or voting rights representing the present right to vote fo r
election of directors or to select General partners is owned or controlled ,
directly or indirectly, in any combination, by one or more Organizations, othe r
than an Insured Limited Partnership .

Wrongful Act means :

a. for purposes of Insuring Clauses 1 and 2, any error, misstatement ,
misleading statement, act, omission, neglect, or breach of dut y
committed, attempted, or allegedly committed or attempted, by a n
Insured Person, individually or otherwise, in an Insured Capacity .

b. for purposes of Insuring Clause 3, any error, misstatement, misleadin g
statement, act, omission, neglect, or breach of duty committed ,
attempted, or allegedly committed or attempted, by an Organizatio n
or by an Insured Person in an Insured Capacity .

For the purposes of the definitions, the singular includes the plural and the
plural includes the singular, unless otherwise indicated .

CE 17-02-1385 (ed. 5-98)

	

Page 13 of 1 3

Definitions
(continued)



ENDORSEMEN T

=Hues

Company: Chubb Insurance Company of Canad a

Endorsement No . 1

To be attached to and
form a part of Policy No . 7043-003 6

Issued to: CROCUS INVESTMENT FUN D

COVERAGE TERRITORY ENDORSEMENT

It is agreed that this Policy is amended by adding the following Section :

Territor y

32 .

	

This Policy applies to Claims made against Insureds anywhere in the world.

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

Effective date o f
this endorsement: May 1, 2004

CE 17-02-2440 (Ed . 0112000)
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Company: Chubb Insurance Company of Canada

Endorsement No, 2

To be attached to an d
form a part of Policy No . 7043-0036

Issued to: CROCUS INVESTMENT FUN D

DELETION OF SECTION 6, EXCLUSIONS ENDORSEMEN T

It is agreed that Section 6 ., Exclusions Applicable Only To Insuring Clauses 1 and 2, is deleted in it s
entirety .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

Effective date o f
this endorsement: May 1, 2004

CE 17-02-2441 (Ed . 0112001)
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Company: Chubb Insurance Company of Canad a

Endorsement No . 3

To be attached to an d
form a part of Policy No . 7043-003 6

Issued to : CROCUS INVESTMENT FUN D

SCHEDULED PORTFOLIO COMPANY ENDORSEMENT

It is agreed that Section 31 ., Definitions, is amended by adding the following Portfolio Company to the
definition of Outside Entity:

Portfolio Company

Flo-Form Industries Ltd.
W.O.W. Hospitality Concepts Inc .
P.Q.S. Systems Limited
Misty River Marine (1999) Inc.
Biovar Life Support Inc.
Diamedica Inc .
Kane Biotech Inc.
SR&J Customer Call Centres Inc .
Mid Canada Production Services Inc .
Enterprise Swine Systems Ltd .
Enterprise Swine Systems II Ltd .
Venture Seeds Ltd .
4658702 Manitoba Ltd .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

CE 17-02-4963 (Ed. 10-02)

Effective date of
this endorsement: May 1, 2004
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Company: Chubb insurance Company of Canad a

Endorsement No . 4

To be attached to and
form a part of Policy No . 7043-003 6

Issued to: CROCUS INVESTMENT FUN D

AMENDED DEFINITION OF LOSS ENDORSEMEN T

It is agreed that Section 31 ., Definitions, is amended by deleting the definition of Loss in its entirety and
replacing it with the following :

Loss means the amount that any Insured becomes legally obligated to pay on account of each Clai m
and for all Claims in each Policy Period and the Extended Reporting Period, if exercised, made agains t
them for Wrongful Acts for which coverage applies, including, but not limited to, damages, judgments ,
settlements, costs and Defense Costs . Loss does not include:

a,

	

any amount not indemnified by the Organization for which the Insured Person is absolved from
payment by reason of any covenant ; agreement or court order ;

b. any amount incurred by the Organization (including its board of directors, any committee of th e
board of directors, or its general partners) in connection with the investigation or evaluation of an y
Claim or potential Claim by or on behalf of the Organization ;

c,

	

fines, penalties or taxes imposed by law, including but not limited to punitive or exemplar y
damages, or the multiple portion of any multiplied damage award ; or

d .

	

matters uninsurable under the law pursuant to which this Policy is construed

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Effective date of
this endorsement: May 1, 2004

del /,yo °C

Authorized Representativ e

CE 17..02-5025 (Ed. 11/2002)
VCAP Policy



ENDORSEMEN T

=HUBS

Effective date of
this endorsement: May 1, 200 4

Issued to : CROCUS INVESTMENT FUND

Company: Chubb Insurance Company of Canad a

Endorsement No . 5

To be attached to an d
form a part of Policy No . 7043-003 6

AMEND DECLARATIONS — OUTSIDE DIRECTORSHIP LIABILITY DEDUCTIBLE ENDORSEMENT

It is agreed that ITEM 4. of the Declarations, Deductible Amount for each Loss, is deleted in its entirety
and replaced with the following:

ITEM 4. Deductible Amount for each Loss:

Insuring Clause 1 (A) $NiI All Insured Persons who are natural person s

(B) $100,000 All Insured Persons who are not natural
person s

(C) $250,000 All Insured Persons in an Outsid e
Directorshi p

Insuring Clause 2 (D) $100,000 Management Indemnification

(E) $250,000 Management Indemnification for an y
Outside Directorshi p

Insuring Clause 3 (F) $100,000 Errors & Omissions

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

CE 17-02-5144 (Ed . 0412003 )
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Effective date o f
this endorsement: May 1, 2004

Issued-to: CROCUS INVESTMENT FUND

Company: Chubb Insurance Company of Canada

Endorsement No . 6

To be attached to and
form a part of Policy No. 7043-003 6

AMENDED DEFINITION OF LOSS FOR INSURING CLAUSES I & I I

It is agreed that with respect to Insuring Clause 1 and 2 only, Section 31, Definitions, Loss, Item c . i s
deleted in its entirety and replaced with the following :

c.

	

fines or penalties imposed by law, including but not limited to punitive or exemplary damages ,
or the multiple portion of any multiplied damage award ; or.

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

CE 17-02-5348 (Ed. 02-03)
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Effective date of
this endorsement: May 1, 2004

Issued to : CROCUS INVESTMENT FUND

Company: Chubb Insurance Company of Canad a

Endorsement No . 7

To be attached to an d
form a part of Policy No . 7043-003 6

CORPORATE ENDORSEMENT

It is agreed that:

1. the definition of Private Equity Venture Investing of Section 31, Definitions, is deleted in its
entirety and replaced with the following :

Private Equity Venture Investing means the formation, capitalization, operation or managemen t
of an Insured Limited Partnership by an Organization .

2.

	

the definition of Insured Person of Section 31, Definitions, is deleted in its entirety and replace d
with the following :

Insured Person means with respect to an Organization that is a corporation, all natural person s
who were, now are, or shall be duly elected directors or duly elected or appointed officers of th e
Organization .

3.

	

the definition of Subsidiary of Section 31, Definitions, is deleted in .its entirety and replaced with
the following :

Subsidiary means any organization, in which more than 50% of the outstanding securities o r
voting rights representing the present right to vote for election of directors is owned or controlled ,
directly or indirectly, in any combination, by one or more Organization . Subsidiary shall not
include any Portfolio Company.

4.

	

Section 21, Creation of Another Insured Limited Partnership, is deleted in its entirety .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representativ e

CE 17-02-5350 (Ed . 05-03)
VCAP Policy
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CMUBB

Effective date of
this endorsement: May 1, 2004

Issued to: CROCUS INVESTMENT FUND

Company: Chubb Insurance Company of Canada

Endorsement No. 8

To be attached to and
form a part of Policy No . 7043-003 6

AMENDMENT TO REPRESENTATIONS AND SEVERABILIT Y

It is agreed that Section 22. Representations and Severability is deleted in its entirety and replace d
with the following :

22. In granting coverage under this policy to any Insured, the Company has relied upon the declaration s
and statements in the written application, including any supplementary information provide d
therewith, submitted to the Company and more particularly identified as the Chubb Insuranc e
Company of Canada Mutual Fund Professional Liability Application, executed and dated April 17 ,
2002.

All such declarations and statements identified above, are the basis of coverage under this polic y
and shall be considered as incorporated in, and constituting part of this Policy .

Such written application(s) for coverage identified above, shall be construed as a separat e
application for coverage by each Insured Person . With respect to the declarations and statements
contained in such written application(s) for coverage identified above, no statement in the applicatio n
or knowledge possessed by any insured Person who is a natural person shall be imputed to an y
other Insured Person who is a natural person, for the purpose of determining if coverage i s
available.

With respect to the declarations and statements contained in such written application(s) for coverag e
identified above, all declarations and statements contained in such application and knowledg e
possessed by any past, present or future Chief Financial Officer, President, Chairman or Managin g
or General Partner of any Insured that is an Organization, shall be imputed to such Organization
for the purpose of determining if coverage is available for such Insured .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

1/,ye)47

Authorized Representativ e

CE 17-02-5363 (Ed . 01/2003)
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Company : Chubb Insurance Company of Canada

Endorsement No . 9

To be attached to and
forma part of Policy No. 7043-0036

Issued to: CROCUS INVESTMENT FUN D

SHARED AGGREGATE LIMITS ENDORSEMEN T

It is expressly acknowledged by all insureds that in addition to this Policy, the Company or an affiliate of
the Company, has issued to the Insured all Policies and Bonds listed below (all of the foregoing ,
collectively referred to as the "Policies") and that the premium for 'the Policies has been negotiated wit h
the understanding that all Policies combine and share a single aggregate limit of liability irrespective o f
the total Loss incurred by the insureds or the number of Claims . Therefore, in consideration of th e
premium charged :

1 . The Company's Collective Maximum Aggregate Limit of Liability shall, under no
circumstances, and notwithstanding any other provision of any of the Policies, exceed
$5,000,000(Cdn), for all Loss incurred on account of all Claim(s) made, or otherwise, under or i n
respect of any or all of the Policies :

Oro/Parent Orq policy Number :

Crocus Investment Fund 7043 00 3 6

Scitech Management Inc . 7043 00 37

2. Any payment of Loss by the Company under any of the Policies shall reduce the Collective
Maximum Aggregate Limit of Liability and upon payment of the Collective Maximu m
Aggregate Limit of Liability, any and all obligations of the Company under the Policies shall b e
completely fulfilled and extinguished and the Company shall have no further obligations of an y
kind or nature under any of the Policies .

3. Nothing in this endorsement shall be construed as increasing the Aggregate Limit of Liabilit y
beyond the amount stated in each of the Policies.

4. Nothing in this endorsement shall be construed as relieving the insureds of any obligation to pa y
any Deductible Amount or Self-insured Retention, as the case may be, under any of the Policies .

5. For the purposes of this endorsement :
Collective Maximum Aggregate Limit of Liability means the maximum amount under the
Policies which the Company shall be liable for under any and all circumstances, regardless o f
which Policy Period any Loss is incurred or in which Policy Period any Claim is made during ,
the number of Claims or regardless of whether those Claims are based on interrelate d
Wrongful Acts, the number of policies, or the number of claimants .

General Use
CE 17-02-5430 (Ed .10-03)
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Name and Address of Insured :

Crocus Investment Fun d
5th Floor, 211 Bannatyne Avenu e
Winnipeg, Manitob a
R3B 3P2

Signature of Insured's Representative

PositionfTitl e

Dat e

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

General Use
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Company : Chubb Insurance Company of Canad a

Endorsement No . 1 0

To be attached to an d
form a part of Policy No . 7043-003 6

Issued to : CROCUS INVESTMENT FUN D

GOVERNMENT OF MANITOBA EXCLUSIO N

It is agreed that Section 5 Exclusions Applicable to Insuring Clauses 1, 2, and 3 is amended by addin g
the following :

(o) based upon, arising from or in consequence of the actual or purported imposition of liability upon
any Insured pursuant to any act of the Legislative Assembly of the Province of Manitoba, an y
section of any act enacted by the Legislative Assembly of the Province of Manitoba, or any
regulations promulgated under any act of the Legislative Assembly of the Province of Manitoba ,
not already in force as of the effective date of this endorsement. Provided, however, that thi s
exclusion shall not apply if the Insured would otherwise be liable in the absence of any such act ,
section or regulation ; or

(p) based upon, arising from or in consequence of a Claim brought by or maintained by or on behal f
of Her Majesty the Queen in right of the Province of Manitoba or her servants, agents and
employees. Provided, however, that this exclusion shall not apply to Loss on account of an y
Claim against any Insured Person ,

(i)

	

otherwise covered under either insuring clause I or 2 of the Policy ; and

(ii) which represents any amount owed but cannot for any reason be paid by th e
Organization and in respect of which, any Insured Person may be legally obligated to
pay pursuant to the operation of any statute, regulation or order .

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representativ e

Vcap Policy
CE 17-02-5720Q (Ed . 11-03 )

Effective date of
this endorsement: May 1, 2004
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Company: Chubb Insurance Company of Canad a

Endorsement No . 1 1

To be attached to an d
form a part of Policy No . 7043-003 6

Issued to : CROCUS INVESTMENT FUN D

OUTSIDE DIRECTORSHIP LIABILITY ENDORSEMENT – SCHEDULED PORTFOLIO COMPANIES

It is agreed that with respect to this endorsement only :

1 .

	

Section 31 ., Definitions, is amended as follows:

a. The definition of Insured Capacity is deleted in its entirety and replaced with following :

Insured Capacity means the position or capacity of an Insured Person that causes hi m
or her to meet the definition of Insured Person set forth in this Policy .

b. The definition of Insured Person is amended by adding the following :

4. Employees and all natural persons identified in a . and b . above who were, are, or
shall be duly elected or appointed directors of the Organization while acting i n
any Outside Directorship.

c. The following definitions are added to Section 31 ., Definitions :

Outside Directorship means the position of director, officer, trustee, governor, boar d
observer, or equivalent executive position with an Outside Entity if service by a n
Insured Person in such position was at the specific request of the Organization or wa s
part of the duties regularly assigned to the Insured Person by the Organization .

Outside Entity means:

a .

	

a Portfolio Company scheduled by endorsement to this Policy .

2 .

		

Section 5., Exclusions Applicable to Insuring Clauses 1, 2, and 3, is amended by adding th e
following :

The Company shall not be liable for Loss on account of any Claim made against any Insure d
Person :

a. for a Wrongful Act committed, attempted, or allegedly committed or attempted, by suc h
Insured Person while serving in the Outside Directorship if such Wrongful Act i s
committed, attempted, or allegedly committed or attempted, after the date :

►.

	

such Insured Person ceases to be a General Partner of the Organization ; o r

Effective date of
this endorsement : May 1, 2004

VCAP Policy
Form CE 17-02-6049 (Ed . 02-04)
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ii . service by such Insured Person in the Outside Directorship ceases to be a t
the specific request of the Organization or a part of the duties regularly assigned
to the Insured Person by the Organization ;

.b .

	

for a Wrongful Act committed, attempted, or allegedly committed or attempted, by such
insured Person while serving in the Outside Directorship where such Claim is :

by the Outside Entity ; or

ii .

	

by any affiliate of the Outside Entity ; or

on behalf of the Outside Entity and a director, officer, trustee, governor, board
observer or equivalent executive of the Outside Entity instigates such Claim ; or

iv.

	

by any director, officer, trustee, governor, board observer or equivalent executiv e
of the Outside Entity ;

provided, however, this exclusion shall not apply to any Claim that is brought an d
maintained against an Insured Person by or on behalf of a Portfolio Company .,

c .

	

based upon, arising from, or in consequence of ;

i. any litigation, arbitration, Claim, demand, cause of action, equitable, legal o r
quasi-legal proceeding, decree or judgment (collectively referred to as litigation )
against the Outside Entity occurring prior to, or pending as of the date th e
Insured Person first serves in the Outside Directorship, of which the Outside
Entity or the director, officer, trustee, governor or board observer of the Outside
Entity have received notice or otherwise had knowledge as of such date ; o r

ii. any subsequent litigation arising from, or based on the same or substantially the
same matters alleged in the prior or pending litigation in i . above; or

iii. any Wrongful Act of the Outside Entity, or the directors, officers, trustees, o r
governors of the Outside Entity, which gave rise to such prior or pendin g
litigation including in i. above ; or

d. based upon, arising from or in consequence of any Wrongful Act which occurred prior to th e
date coverage was granted for the Insured Person, or any Wrongful Act occurrin g
subsequent to the date coverage was granted for the Insured Person which, together with a
Wrongful Act occurring prior to such date, constitute Interrelated Wrongful Acts.

3.

	

Coverage provided to any Insured Person in an Outside Directorship shall :

a. not extend to the Outside Entity or to any director, officer, trustee, governor, boar d
observer or any other equivalent executive or employee of the Outside Entity, other tha n
the Insured Person serving in the Outside Directorship; an d

b. be specifically excess of any indemnity (other than the indemnity provided by the
Organization) and insurance available to such Insured Person by reason of serving i n
the Outside Directorship, including any indemnity or insurance available from o r
provided by the Outside Entity .

4,

	

Section 8., Limit of Liability and Deductible, is amended by adding the following :

The Company's maximum liability to pay Loss under this Policy, including this endorsement, shall
not exceed the amount set forth in ITEM 3 . of the Declarations . This endorsement does no t

VCAP Policy
Form CE 17-02-6049 (Ed. 02-04)
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increase the Company's maximum liability beyond the Limits of Liability set forth in ITEM 3 . of th e
Declarations.

Payment by the Company or any of its subsidiaries or affiliated companies under another polic y
on account of a Claim also covered pursuant to this endorsement shall reduce by the amount o f
the payment the Company's Limits of Liability under this Policy with respect to such Claim .

5.

	

The first paragraph of Section 12., Allocation, is deleted in its entirety and replaced with the
following:

If both Loss covered by this Policy and Loss not covered by this Policy are incurred, eithe r
because a Claim against an Insured Person includes both covered and uncovered matters
(including allegations against an Insured Person both in an Outside Directorship an d
uninsured capacity), or because a Claim is made against both an Insured Person and others ,
including the Organization and Outside Entity, the Insured Person and the Company shal l
allocate such amount between covered Loss and uncovered loss based upon the relative lega l
exposures of such parties to such matters ,

ALL OTHER TERMS AND CONDITIONS REMAINED UNCHANGED .

Authorized Representative

VCAP Policy
Form CE 17-02-6049 (Ed. 02-04)
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